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INTRODUCTION

Please state your name and business address.

Mark Kempic, 121 Champion Way, Suite 100, Canonsburg, PA 15317.

By whom are you employed and in what capacity?

I am employed by Columbia Gas of Pennsylvania, Inc. (“Columbia” or the
“Company”) as its President.

What are your responsibilities as Columbia’s President?

I am the corporate officer responsible for the leadership of Columbia Gas of
Pennsylvania, Inc. and its various departments, including Rates and Regulatory
Policy, Governmental Affairs, Communications and Community Relations.

What is your educational and professional background?

I hold an Associate Engineering Degree in Solar Heating and Cooling Technology
from the Pennsylvania State University, a Bachelor’s of Science Degree in
Computer Science from the University of Pittsburgh and a Juris Doctor from the
Capital University Law School in Columbus, Ohio. I held various positions within
Columbia and its parent company from 1979 through 1992 including emergency
service dispatcher, engineering technician, information systems analyst, gas supply
and corporate planning analyst. From 1992 through 1994, I worked at a law firm
where I represented the interests of industrial customers in utility regulatory

proceedings before the Public Utilities Commission of Ohio and from 1994 until my
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return to Columbia, I worked as in-house state regulatory counsel for an electric
company in Cleveland, Ohio. After rejoining Columbia in 1998, I initially served as
an attorney and was subsequently promoted to senior attorney and then assistant
general counsel. In October of 2009, 1 was named Director of Rates and
Regulatory Policy for Columbia. I assumed my current responsibilities when I was
named President in June 2012.
Have you ever testified before a regulatory Commission?
Yes, I have testified before both the Pennsylvania Public Utility Commission
(“Commission”) as well as the Maryland Public Service Commission. Most
recently, I testified in Columbia’s last five base rate cases before the Commission at
Docket Nos. R-2009-2149262, R-2010-2215623, R-2012-2321748, R-2014-
2406274 and R-2015-2468056.
Please describe the scope of your testimony in this proceeding.
Through my testimony, I will provide the Commission with an overview of this base
rate filing, discuss the objectives that Columbia seeks to accomplish in this
proceeding and discuss the Company’s progress since the last rate proceeding. I
will also address Columbia’s quality of service in compliance with Section 523 of the
Public Utility Code, and I will introduce Columbia’s other witnesses who provide
detailed testimony and supporting documentation for all revenues, expenses and

rate base elements included in the fully forecasted rate year in this base rate filing.
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Please describe briefly the corporate history of Columbia and its
relationship with its parent company, NiSource Inc. (“NiSource”).
Columbia was incorporated on June 23, 1960 as a wholly-owned subsidiary of the
Columbia Gas System, Inc., under the Act of May 29, 1885, P.L. 29 of the
Commonwealth of Pennsylvania and commenced service as Columbia Gas of
Pennsylvania, Inc., on January 1, 1962, when it acquired the Pennsylvania retail
business of The Manufacturers Light and Heat Company, which was at that time
another wholly-owned subsidiary of The Columbia Gas System, Inc. In 1998, the
Columbia Gas System, Inc. became the Columbia Energy Group (“CEG”). In turn,
CEG merged with NiSource in 2000, at which time Columbia became one of ten
(10) natural gas distribution companies in the NiSource corporate family as it
existed at that time. Columbia is engaged in the business of furnishing natural gas
service to approximately 421,000 residential, commercial, and industrial customers
pursuant to certificates of public convenience and necessity issued by the
Commission. Columbia has its principal office in Canonsburg, Pennsylvania and
provides natural gas distribution service in portions of 26 counties in Pennsylvania,
primarily in the western half of the state, as well as parts of Northwest, Southern
and Central Pennsylvania.
NiSource, headquartered in Merrillville, Indiana, is an energy holding company
whose subsidiaries provide natural gas and electricity distribution services to

approximately 3.9 million customers located within a corridor that runs from the
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Midwest to New England. NiSource is the successor to an Indiana corporation
organized in 1987 under the name of NIPSCO Industries, Inc., which changed its
name to NiSource Inc. on April 14, 1999. In connection with the acquisition of CEG
on November 1, 2000, NiSource became a Delaware corporation registered under
the Public Utility Holding Company Act of 1935 (now known as the Public Utility
Holding Company Act of 2005).
In September 2014, NiSource announced a major strategic initiative designed to
better position its business. Specifically, the separation which took effect July 1,
2015, resulted in two highly focused, premier energy infrastructure companies — a
fully regulated natural gas and electric utilities company (NiSource) and a natural
gas pipeline, midstream and storage company (Columbia Pipeline Group). Post-
separation, NiSource maintains significant scale and remains one of the largest
natural gas utility companies in the United States, serving more than 3.4 million
customers in seven states under the Columbia Gas and NIPSCO brands. NiSource
has maintained strong levels of customer focus, local employment, community
involvement, and commitments made to Pennsylvania. Safe, reliable, and efficient
service remains the top priority.
In June 20-15, NiSource received confirmation of its post-separation investment-
grade credit ratings. Standard & Poor’s upgraded NiSource’s credit rating to BBB+
from BBB-, Fitch Ratings revised its outlook on NiSource to BBB- (positive) from

BBB- (stable), and Moody’s reaffirmed its rating of NiSource at Baa2.
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On September 15, 2015, NiSource was named to the Dow Jones Sustainability
Index (“DJSI”) North America in recognition of the Company’s sustainable
business practices and performance for the second consecutive year. The DJSI
North America Index and respective subsets track the performance of the top 20
percent of the 600 largest Canadian and United States companies in the S&P
Global Broad Market Index. In the Multi and Water Utilities category, fourteen
North American companies were evaluated and four were selected. Since its launch
in 1999, NiSource has been named to the DJSI nine times.
In addition, on March 7, 2016, NiSource was designated as one of the World's Most
Ethical Companies by the Ethisphere Institute. NiSource is the only Company in
this year's gas utility category. According to Ethisphere, the World's Most Ethical
Companies designation recognizes companies that work tirelessly to make trust
part of their corporate DNA and, in doing so, shape future industry standards by
introducing tomorrow's best practices today. This is the fifth consecutive year that
NiSource has been recognized by the Ethisphere Institute.
NiSource remains subject to the jurisdiction of the Securities and Exchange
Commission and is traded on the New York Stock Exchange with the symbol “NI”.
The NiSource gas distribution companies are: Northern Indiana Public Service
Company (“NIPSCO”), Bay State Gas Company d/b/a Columbia Gas of
Massachusetts, Columbia Gas of Kentucky, Columbia Gas of Maryland, Columbia

Gas of Ohio, Columbia Gas of Pennsylvania, and Columbia Gas of Virginia.
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CASE OBJECTIVES

Please summarize Columbia’s major objectives in this proceeding.

Columbia seeks Commission approval to increase its base rates to recover the
revenue requirement associated with the capital Columbia has invested, and will
continue to invest, in its facilities as part of its accelerated pipeline replacement
program. Approval of the Company’s request is necessary for Columbia to continue
to provide safe and reliable natural gas service at the lowest reasonable price to its
customers while providing the Company with a reasonable opportunity to recover
its costs and to earn a fair rate of return. Further, approval of this request will
demonstrate to the investment community that the Commission continues to
support the need for intensified focus on pipeline safety matters as well as the need
for reasonable and predictable earnings. My testimony will outline, at a high level,
the objectives of Columbia’s filing. Details and documentation supporting each of
the objectives will be provided by Company witnesses that I will introduce later in

my testimony.

. Proposed Rate Increase

Will you please explain Columbia’s objective by filing this case?

Columbia seeks recovery of, and an opportunity to earn a return on, the capital
investments being made in its distribution system which are necessary to provide
safe and reliable natural gas distribution service to its customers. In light of the

substantial capital investment Columbia has made since its last rate case and the
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large capital investments that will be made through the end of 2017, Columbia is
filing this base rate case using the fully projected future rate year contemplated by
66 Pa. C.S. § 315 (“Act 11”) in order to provide itself with a reasonable opportunity
to recover its investment in its distribution system and its operation and
maintenance (“O&M”) expenditures.
Why is Columbia filing a base rate case instead of using the
Distribution System Improvement Charge (“DSIC”)?
Columbia’s revenue deficiency is driven by both the large capital investment that it
continues to make in modernizing its distribution system as well as increases in
O&M expenditures over and above the level built into current rates. Due to the
scale of Columbia’s investments in replacement pipe, Columbia’s requested overall
distribution (i.e. exclusive of gas costs) revenue increase in this case is
approximately 16.16%, which exceeds the current 5% cap on DSIC surcharges. In
addition, the DSIC does not permit recovery of O&M costs. Thus, even if the 5%
DSIC cap were increased, a rate case would be needed to recover the increases in
O&M costs.
What is Columbia’s proposed rate increase in the case and what are
some of the primary drivers for the increase?
Based on the rates established in Columbia’s last rate case and Columbia’s existing
and planned capital and O&M programs, Columbia will experience a revenue

deficiency of approximately $55.3 million as detailed and supported in testimony of
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Company witness Miller (Columbia Statement No. 4). This revenue deficiency is
driven by two primary factors. First, Columbia has made, and continues to make,
substantial capital investments in its system. As detailed in Company witness
Soyster’s testimony (Columbia Statement No. 7), since Columbia started its
accelerated pipeline replacement program in 2007, Columbia has replaced
3,929,714 feet (over 744 miles) of cast iron and bare steel pipe. In 2015 alone,
Columbia replaced over 97 miles of cast iron and bare steel pipe. To put these
numbers into context, as shown in Figure 1 below (based on information publicly
available from the 2014 Annual and DOT reports), Columbia exceeded the capital
investments made by the other gas utilities in the Commonwealth. While this
information is not intended to put Columbia in competition with the other gas
utilities, it is provided to explain why Columbia is once again filing a base rate case
while other gas utilities may not.

Figure 1
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$200,000,000
$180,000,000
$160,000,000

$140,000,000

Infrastructure Investment by Gas Utility (2014)
(Annual Report)

$182,020,405

$156,551,937
$131,362,800
$121,244,030
$120,000,000
$100,000,000
$80,000,000
$60,000,000 $53,561,865
540,000,000
$20,000,000 519 172,922
s_

Columbia Gas Philadelphia Gas PECO Peoples National Fuel
Works

In addition to Columbia’s past investments, Columbia intends to accelerate the
pace of its capital replacement program in the future. In Columbia’s 2015 Rate
Case, at Docket No. R-2015- 2468056, Columbia forecasted that its 2015 and 2016
capital budgets for the replacement of cast iron and bare steel would be $145
million and $147 million, respectively. However, Columbia’s 2015 actual
investment for replacement pipe was $152 million and its age and condition capital
budget for 2016 is $162 million. In other words, Columbia is investing $22 million
more in replacing pipe during those two years than it had projected in the prior rate
case. In addition, as detailed in the Company’s response to Gas-ROR-014, the
pertinent part of which is detailed in Figure 2 below, the Company intends to

increase its capital investment in 2017 beyond what was contemplated last year,
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and it plans to continue to invest at an aggressive level through 2020 in order to

retire as much bare steel and cast iron as possible.

Figure 2

GAS-ROR-014
Attachment A
Page 1 of 1
Columbia Gas of Pennsylvania
Capital Program
($000)
Gross View : 3
Class 2016 2017 2018 2019 2020
Growth $25,100 $23,400 $24,000 $24,900 $25,100
Betterment $16,900 $20,400 $15,600 $8,700 $6,800
Public Improvement $7,000 $4,800 $4,900 $4,900 $4,900
Replacement $161,900 $204,400 $210,000 $210,000 $157,000
Support Services $2,173 $3,887 $4,050 $3,500 $4,850
Automated Meter Reading $500 $510 $710 $710 $1,300
Total Gross Capital $213,673 $267,397 $259,260 $262,710 $199,950
Shared Services Allocation [ s10766 | ¢7820 | 7491 | sg7847 | sg785 |
Fully Loaded Gross Capital $224,339 $265,226 $266,7561 $260,657 $207,809

I must note that Columbia’s ability to increase its capital investment and maintain
these unprecedented levels of investment is a result of Act 11’s impact on reducing
the regulatory lag that was previously associated with utility investment in
Pennsylvania prior to the passage of Act 11.

Q. Why does Columbia want to increase its capital investment beyond

current levels?
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As shown in Figure 3 below, in terms of miles, Columbia’s distribution system is the

third largest in Pennsylvania.

Figure 3
Columbia Gas e s e 7,443.10
W - 3,023.00
SPECOEN T i S, 6,779.70
08,7 S o
(Reoplestiall i 0 i i d i 206750
National Fuel ~ 4,831.20

The size of the Company’s capital program is largely driven by the amount of pipe
that needs to be maintained and ultimately replaced. Just under 20% of
Columbia’s total inventory of pipe is either bare steel or cast iron and is nearing the
end of its useful life and needs to be replaced. While the Company could invest
lower amounts of capital and replace the remaining bare steel and cast iron pipe
over a longer period of time, Columbia desires to further accelerate its replacement.
Please explain.

The Company desires to accelerate its pipeline replacement program in order to
take advantage of the current low price of gas in Pennsylvania. That is, by
increasing its investment in pipeline replacement now, while gas prices are low,

Columbia seeks to replace as much pipe as possible in order to ameliorate the

1 All companies/ divisions combined.
# All companies/ divisions combined.
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impact on the customer’s total bill. Indeed, Columbia has calculated that, even
after the entire increase requested in this proceeding is added to an average
customer’s bill, after adjusting for inflation, the average customer will be paying a
total bill in 2017 that is about 29 percent less than they were paying in 2006, which
is immediately before the time that Columbia began its accelerated pipeline
replacement program. Stated another way, because all of the bare steel and cast
iron pipe needs to be replaced at some point, the ideal time to make this investment
is now, during a time of low gas costs so the impact to customers is minimized.
Although gas prices may increase in the future, by increasing its capital investment
now, while gas prices are low, the Company is attempting to reduce the need to
increase capital spending during periods when gas prices may be high. In addition,
as addressed in the testimony of Company witness Soyster, by removing
deteriorating portions of its system, Columbia is enhancing the safety of its system

by ensuring replacement of facilities with new and safer materials.

. Other Objectives

Does Columbia have any other objectives in this proceeding?

Yes, Columbia is seeking several tariff changes to make it easier for commercial and
industrial customers to obtain gas service as well as requesting that transaction fees
associated with all payment channel options available to residential customers be

included in the cost of service.
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REVENUE REQUIREMENT

Q.
A,

How did Columbia determine the revenue requirement for this case?

As described in the testimony of Company witness Miller (Columbia Statement No.
4), Columbia reviewed its costs to serve its customers using a fully forecasted rate
year ending December 31, 2017, pro forma and adjusted for known and measurable
changes. Columbia then compared the costs determined for the fully forecasted
rate year to the revenues at present rates calculated for the fully forecasted rate
year. This analysis produced a revenue deficiency, from which Columbia calculated
the corresponding revenue requirement that Columbia will require to make up this
deficiency, including a fair rate of return on the investment devoted to serving the
public.

Why is the proposed rate increase necessary to eliminate the revenue
deficiency?

Columbia’s current rates do not provide the opportunity for the Company to
recover its costs to serve its customers, including a fair rate of return on the capital
invested to provide distribution service to the public. The proposed rates have been
developed to eliminate this deficiency and Company witness Moul (Columbia
statement No. 8) will support Columbia’s requested rate of return in his testimony.
Without the increase requested in this case, what rate of return will

Columbia experience?
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Without the increase requested, Columbia’s overall rate of return will drop to

5.96% in the Fully Forecasted Rate Year as shown on Exhibit 102, Schedule 3, Page

3.

What overall rate of return and return on equity does Columbia
propose in this case?

Columbia proposes an overall rate of return of 8.15%. Columbia witness Moul

demonstrates that Columbia should be granted an opportunity to earn an 11% rate

of return on common equity.

MANAGEMENT EFFECTIVENESS

What evidence supports adjusting the Company’s requested rate of
return for management effectiveness?

In addition to Columbia’s aggressive pipeline replacement program detailed in the
testimony of Columbia witness Soyster, which demonstrates the effectiveness of
Columbia’s management and its concern for excellence in customer service, I have
obtained and analyzed the most recent Management Performance Audit reports
from the Commission’s website for Columbia, Peoples Gas Company, Philadelphia
Gas Works, UGI, National Fuel Gas, Equitable Gas and PECO. The data appears as
Exhibit MK-1, which is attached to my testimony. Initially, I would observe that the
Commission’s auditors employ a ranking category system that ranges from “Meets

Expected Performance” to “Major Improvement Necessary” and they assign one of
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those ranking categories to various aspects of a utility company’s management
performance. 1 evaluated the number of rankings categories for each gas
distribution company mentioned and determined the number of times the

Commission’s auditors assigned each of the various ranking categories to a gas

distribution company. They are set forth in Figure 4, below.

Figure 4

Standard CPA Peoples PGW UGl NFG Equitable PECO

Meets Expected Performance : 50% 11% 0% 8% 13% T 20%|
Minor Improvement Necessary  25%  44%  43%  42%|  75% 47%.,,“_47,,“/3}
Moderate Improvement Necessary ~ 25%  22%  43% = 33% = 13% = 33%  33%
Significant Improvement Necessary 0% 2%  14% 7% 0% 7% ,,ﬁ‘l‘,’ﬂ
Major Improvement Necessary =~~~ 0% 0% = 0% = 0% = 0% = 7% 0%
Total 100%  100%  100%  100%  100%  100%  100%)

* FHquitable is a division and that a management audit reflects combined

Peoples/Equitable has not yet been completed

As Figure 4 illustrates, Columbia achieved the “Meets Expected Performance”
ranking category in 50% of the categories evaluated by the auditors, more than
twice as often as any of Columbia’s peers. Also, Columbia was one of only three gas
companies that did not receive any ranking of “Significant Improvement
Necessary”. A review of the information in Figure 4 and Exhibit MK-1 shows that,
based on the Commission’s own auditors, Columbia’s performance exceeds that of
its peers. Based on the totality of the evidence, the Commission should grant an

increased return on equity based on Columbia’s superior performance.
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Please provide evidence concerning the performance of Columbia’s
management in providing quality service to its customers.
Recently, the Commission issued its Annual Utility Consumer Activities Report and
Evaluation (“UCARE”) for 2014. The overall information contained in the report
describes how well utilities handle consumer complaints. The report focuses on
three main categories: Consumer Complaints, Payment Arrangement Requests
(“PAR”) and Compliance with Commission regulations.
Overall, Columbia’s 2014 performance as reflected in the UCARE report appears to
be the best in both the gas and electric industries. In the measure of Residential
Consumer Complaints, Columbia had the lowest consumer complaint rate of (.48),
per 1,000 residential customers in the gas industry. Columbia also had the lowest
justified consumer complaint and the lowest justified rate per 1,000 residential

customers of (.04). None of the electric utilities achieved better results than

Columbia in these categories in 2014.
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2014 Residential Consumer Complaint Rates
Justified Consumer Complaint Rates
Major Natural Gas Distribution Companies

Columbia 0.48 0.04
NFG 0.51 0.10
Peoples 0.52 0.12
Peoples-Equitable 0.77 0.05
PGW 3.02 0.38*
UGI- Gas 0.80 0.09
UGI Penn Natural 1.13 0.11
Average 1.03 0.13

*Justified consumer complaint rate based on a probability sample of cases

In the measure of PAR, Columbia’s PAR rate per 1,000 residential customers of
2.06 was the best in the gas industry, as was its justified PAR rate and the PAR rate
per 1,000 residential customers of (.04). None of the electric utilities achieved

better results than Columbia during 2014.
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2014 Residential Payment Agreement Request (PAR) Rates/
Justified PAR Rates*
Major Natural Gas Distribution Companies

NFG 3.09 0.20
Peoples 2.50 0.15
Peoples-Equitable 4.52 0.05
PGW 15.66 0.49
UGI- Gas 7.56 0.53
UGI Penn Natural 10.81 1.04
Average 6.60 0.36

*All companies, with the exception of Columbia and NFG, have justified PAR rates based
on a probability sample of cases
In the measure of Commission Infractions, Columbia had the lowest infraction rate
per 1,000 residential customers of (.01) in the gas industry during 2014, which was
consistent with 2013’s rate of (.01). None of the electric utilities received better
results than Columbia during 2014.

Commission Infraction Rates
~ Major Natual Gas Distributin Companies

Columbia 0.02 0.01 0.01
NFG 0.03 0.04 0.03
Peoples 0.20 0.16 0.08
Peoples-Equitable 0.02 0.02 0.01
PGW 0.28 0.43 0.20
UGI- Gas 0.03 0.01 0.08
UGI Penn Natural 0.04 0.03 0.03
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Additionally, during 2015, Columbia voluntarily began to participate in Bureau of
Consumer Services (“BCS’) Customer and Utility Resolution Effort (“CURE”)
Program. This initiative was designed to expedite the closing of the customer’s
complaint, whereby the Company can contact the customer and resolve the matter
over the phone without BCS intervention. Since implementing this process,
Columbia has been successful in closing roughly 24% of its informal complaints.
The program has proved to be a win/win/win outcome for the customer, the
Company and the Commission.
Can you provide an overview of Columbia’s 2015 Quality of Service
Performance Report?
Yes, the “Quality of Service Performance Report” is organized in five general
categories: Call Center Performance, Residential and Small Commercial Billing,
Meter Reading, Dispute Reporting, and Customer Satisfaction. Columbia’s
performance for each of these categories is explained below.

Call Center Performance:

Columbia was pleased with the results of its 2015 Quality of Service Performance
Report, particularly those statistics impacting call center performance. In 2015,
Columbia experienced a marked improvement in its call answer rate within 30
seconds, from 77% in 2014 to 84% in 2015. Columbia attributes this improvement
to the efficiencies gained from the development of a more highly trained and

focused Universal Services Group. During 2015, Columbia restructured the
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contract it has with its service provider to revise the service level agreements
(“SLA”) to better align them with the Company’s business needs and goals. These
new SLAs, with a focus on key performance indicators and cost performance
indices, will focus on improving call answer rates, call quality, first-call resolution
and customer satisfaction. Early indications suggest the changes are working, as
Columbia’s Universal Services Group achieved an answer rate of 85% within 30
seconds in 2015, compared to 62% in 2014. In addition, Columbia’s call center also
experienced a significant decrease in its percent of calls abandoned, from 2.33% in
2014 t0 1.54% in 2015.
Columbia continues to look for new ways to enhance its customer service and
customer satisfaction through the implementation of online tools to assist our
Customer Service Representatives (“CSRs”), as well as through a web self-serve
mobile application that our customers can utilize to manage their own accounts.
Residential and Small Commercial Billing Data:
For the fourth consecutive year, Columbia did not have any deferred billings for its
residential or small commercial customers in 2015. Columbia’s Billing Group
continued to exhibit a strong effort with investigation of billing abnormalities and
has taken pride in achieving a zero deferred bill rate. I want to note that Columbia
achieved this exceptional performance, despite having printed and mailed nearly 5
million bills to its customers, while investigating over 200,000 billing exceptions

and related work.
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Meter Reading:

Columbia continued the process of reducing the number of meter reading routes
through rerouting projects, resulting in a cost saving to the Company’s customers.
In 2015, Columbia successﬁilly rerouted nearly 190,000 accounts. By performing
the reroute, Columbia effectively reduced its meter reading routes from 501 to 59
routes. Columbia was also successful in lowering its monthly average of unread
meters covered under Section 56.12 of the Commission’s regulations. Meters not
read at the six month interval dropped from 10 accounts in 2014 to four accounts in
2015, and meters not read at the twelve month interval dropped from six accounts
in 2014 to two accounts in 2015.

Dispute Reporting:

Columbia had 1 residential account where a Company response was not issued
within the 30 day time frame as mandated under Section 56.151(5) of the
Commission regulations. This was a training issue for a new employee that has
since been resolved.

Customer Satisfaction:

Are there metrics that Columbia utilizes to gauge customer satisfaction
and the Company’s effectiveness in providing quality customer service
to its customers?

Yes, in addition to performing a thorough review and analysis of the Commission’s

UCARE, the Quality of Service Performance Report and the Universal Service and
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Collections Report, Columbia uses three outside contractors to perform surveys to
determine the effectiveness of satisfaction reported by its customers. Those
contractors are Metrix/Matrix, Thoroughbred Research and J. D. Powers.
Metrix/Matrix is the independent firm that also performs and reports data to the
Commission, relative to its “Customer Transaction Survey,” which is part of the
Quality of Service Performance Report. Besides using these three independent
parties, Columbia’s call center performs a random post-call satisfaction survey to
determine the effectiveness of its call center representatives.
Can you share the results of these surveys?
Based on the results of the Thoroughbred Survey, Columbia has exhibited a strong
history of providing quality of service to its customers. As reflected in the following
tables, Columbia’s Call Center Representatives continually achieve the 90%-+
satisfaction mark in gauging Courtesy and Knowledge. The Metrix/Matrix
Satisfaction Report also confirms this data. Additionally, Thoroughbred and
Metrix/Matrix results for Columbia’s Field Service Representatives easily met the

00%+ satisfaction threshold annually.
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Customer Service Representative Results:

R

2014 ” 2015 }

Noug bW

Thoroughbred
CSR Attributes

12-
month
Average

12-
month
Average

month
Average

12-
month
Average

12-
month
Average

12-
month
Average

12-
month
Average

Being 96 100 96 96
courteous and
professional
Treating as
respected
customer
Showing
concern for
situation
Displaying
knowledge in
job
Adequately
answering
questions
Understanding
purpose for call
Having
authority to
make decisions
Working
quickly and
efficiently
*Source document = Thoroughbred Survey website/Columbia Gas of PA/Monthly Flash

Report

90 100 97

90 96 90 95 100 96 06

90 93 90 93 90 94 93

90 95 90 95 90 95 95

90 95 90 95 90 95 95

90 94 100 95 90 95 94

90 92 90 01 90 92 92

90 93 90 93 90 93 93
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Field Representative Results:

 Columbia Gas
2015 Satisfaction

Rep Handling

Request 90%
Timely Completion 90%
Field Rep Response 91%
Field Rep Courtesy 06%
Field Rep Knowledge 96%
Respect of Property 100%
Field Rep Overall 97%
Contact Overall 92%
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Q. How well did Columbia perform on “First Call Resolution” in 2015 with

its Customers?

A. Over the past five years, Columbia has averaged a 79% “First Call Resolution” rate.

This statistic indicates the success our call center has had in satisfying customers

the first time they contact the Company.
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1st Call 1st Call 1st Call 1st Call 1st Call
Resolution 2012 Resolution 2013 Resolution 2014 Resolution 2015 Resolution

Jan 88% Jan 81% Jan 78% Jan

Feb 79% Feb 83% Feb 81% Feb

Mar 88% Mar 80% Mar Mar

Apr 79% Apr Apr 69% Apr

May: 83% May 70% May 76%

Jun 69% Jun 67% Jun 849

Jul 80% Jul 79% Jul 75%

Aug 80% Aug 85% Aug 82%

Sep 70% Sep 75% Sep 78%

Oct 79% Oct 79% Oct 81%

Nov 79% Nov 77% Nov 72%

=
= =

Dec Dec 70% Dec 81%

Target Target Target Target

How did Columbia perform in the 2015 J.D. Power Residential
Customer Satisfaction Survey?

For the second consecutive year, Columbia was ranked first in Customer
Satisfaction among all midsize utilities in the East Region. These results indicate
Columbia’s commitment and focus on meeting its customers’ needs.

What has been Columbia’s success with implementing Chapter 14
Regulations?

Over the past 11 years, Columbia has been successful in implementing Chapter 14
regulations, which provide the necessary tools to reduce residential customer

delinquency and write-offs. Based on data filed annually pursuant to the
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Commission’s regulations at Section 56.231, Columbia has reduced its gross

residential write-off ratio from 4.81% in 2004 to 2.18% in 2014. It also reduced its

net write-off for the same period from 3.48% to 1.43%. Columbia’s slight increase

in its net and gross write-offs in 2014 was due to the colder than normal weather

experienced in our service territory during the 2013-2014 winter heating season.

Gross Gross Gross Res. Net Net Res.
Write-
Residential Residential Write-Offs | Residential | Residential Offs
Year Revenues Write-Offs Ratio Recoveries | Write-Offs Ratio
2004 | $334,443,294.00 | $16,079,652.00 4.81% | $4,453,039 | $11,626,613 3.48%
2005 | $422,316,022.00 | $17,178,358.00 4.07% | $5,406,680 | $11,771,678 2.79%
2006 | $418,132,074.00 | $12,725,454.00 3.04% | $3,878,311 | $8,847,143 2.12%
2007 | $402,803,625.00 | $10,505,925.00 2.61% | $3,960,158 | $6,545,767 1.63%
2008 | $481,827,700.00 | $10,874,843.00 2.26% | $3,613,578 | $7,261,265 1.51%
2009 | $387,454,010.00 | $12,039,187.00 3.11% | $5,097,312 | $6,941,875 1.79%
2010 | $359,493,889.00 | $8,162,827.00 2.27% | $3,454,140 | $4,708,687 1.31%
2011 | $346,316,467.00 | $9,761,318.00 2.82% | $3,151,779 | $6,609,539 1.91%
2012 | $268,796,602.00 | $7,585,766.00 2.82% | $2,765,170 | $4,820,596 1.79%
2013 | $329,063,560.00 | $6,630,828.00 2.02% | $2,217,422 | $4,413,406 1.34%
2014 | $383,636,645.00 | $8,357,228.00 2.18% | $2,853475| $5,503,753 1.43%

Recently, the Commission’s BCS issued a special collections report

titled

“Collections to Write Offs.” The report analyzed collection data extracted from the

Universal Services Program and Collections Report, over the past four years (2011

through 2014). In this report the BCS acknowledged Columbia for having a Best

Practice, the BCS’s comments addressed the following metric relative to payment

agreements:
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o In 2014, Columbia reported only 22.8% Debt not on a payment agreement
for residential customers and 14.7% for Confirmed Low Income Customers.
o Since 2013, as compared to other Pennsylvania NGDCs, Columbia has had
the highest number of Residential Customers in Debt on a Payment
Agreement.
BCS acknowledged Columbia’s focus on getting customers with past due monthly
bills on a payment agreement, because of the lower collections risk to the utility.
Can you identify any data that contributes to Columbia’s success in
dealing with its low income customers?
Based on information contained in the 2014 Universal Service and Collections
Report, Columbia had the most affordable Customer Assistance Program (“CAP”)
payment plan in the Commonwealth. In 2014, Columbia’s monthly average CAP
bill was $59.00. This was the lowest bill amount of all gas utilities in the industry
during 2014.
Can you describe any process improvements that Columbia has made
to serve its customers better?
During 2015, in order to enhance customer satisfaction and to better hear the
“voice of our customers,” Columbia created a consumer panel, made up of 1,000
residential customers throughout our Pennsylvania service territory. The focus of
the group is to provide feedback on a variety of topics, which include the following

items:
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811 awareness and marketing of the 811 (call before you dig) phone number.
Smell and Tell---what to do if you smell gas or otherwise suspect a gas leak.
Customer expectations—considering new communication channels (i.e.:
what type of information would customers want to obtain from a website,
what type of information would customers want via text or automated
phone call).
E-Bill adoption and E-Payments.

Implementation of a new bill format to be released in 2016.

Columbia also launched a number of new technologies in 2015, to further advance

the customer’s ability to manage their account and to improve customer service and

satisfaction. These include the following:

Provided capability for customers to enroll in both automatic payment and
electronic billing from their mobile device.

Launched new marketing content for new business. This included new
online forms for use by prospective customers needing a service line/tap.
Upgraded our Customer Relationship Management (“CRM”) software to
remain current with the software release version.

Created templates for outbound customer e-mails to be used in case of gas
emergencies or other related situations to quickly notify customers of the

status of the situation.
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As I mentioned previously, Columbia will be rolling out its new bill format in mid-
2016. The Company is very excited about this initiative that has been in the works
since early 2015. Focus group meetings were held in Pittsburgh throughout the
year in order to share the new format with customers. Based on survey results of
the focus group meetings, the new format was well received.
Columbia also signed a new gas supply contract for its CAP customers. This will
provide Columbia’s CAP customers with a discounted gas supply cost, further
assisting the Company’s low income customers. Additionally, Columbia
implemented rolling enrollment for participants in its CHOICE program. This
change allows natural gas suppliers on the Columbia system to enroll customers at
any time without delay. Prior to this change, an enrollment could have taken .up to
45 days.
Finally, in | 2015, Columbia completed programming that will provide our
Commercial and Industrial customers with the ability to make payments
electronically.
Please explain Columbia’s efforts in expanding the availability of
natural gas throughout Pennsylvania.
To date, 94 customers have signed up for gas service under Columbia’s Pilot Rider
New Area Service, which was approved in case P-2014-2407345. The Pilot Rider
New Area Service enabled two residential developments to select natural gas for

their heating source instead of electric or propane. In addition, in the Company’s
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2015 Rate Case, R-2015-2468056, three New Business proposals were authorized

to expand access to natural gas service. These new programs consist of the

following: 150 foot main allowance per residential applicant; 150 foot service line

allowance in the geographic areas where the Company owns the service line, and,;

the house piping reimbursement program. To date the Company has signed 15

service line agreements (e.g no main extension is required) and 10 main line
extension agreements with customers to expand the use of natural gas.

Does the Company have any additional proposals to expand the

availability of natural gas service in Pennsylvania?
Yes, Company witness Waruszewski’s testimony details two additional proposals
that seek to expand the availability of natural gas among large commercial and

industrial customers, as well as the multifamily housing sector.

INTRODUCTION OF WITNESSES

Please introduce Columbia’s witnesses and describe their testimony.

Columbia presents the following witnesses:

° Columbia witness Amy Efland, the Lead Forecast Analyst for NCSC provides
demand forecasting services for Columbia. In Columbia Statement No. 2, she
explains how residential and commercial sales volumes are normalized for
weather. The results of the normalization procedure are contained in Company

witness Bell’s testimony (Columbia Statement No. 3) and Exhibit 3, Schedule 4.
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Company witness Efland also explains the projection of the future test year and

fully forecasted rate year customer and load growth and comments on the
residential consumption per customer.

Company witness Melissa Bell is a Lead Regulatory Analyst for NCSC. She
provides support for regulatory filings for Columbia. In Columbia Statement
No. 3, Company witness Bell supports the Company’s requested increase in base
rates by providing detailed information on the Company’s pro forma operating
revenues for the historical test year and for the twelve months ending December
31, 2017 (Fully Forecasted Rate Year). Company witness Bell also supports the
Company’s proposed revenue allocation and rate design.

Company witness Kelley Miller is a Lead Regulatory Analyst for NCSC and
provides regulatory accounting and strategy services to Columbia. In Columbia
Statement No. 4, Company witness Miller presents Columbia’s cost of service
and quantifies the revenue deficiency based on operating costs and revenues, as
adjusted. Company witness Miller supports Columbia’s Cost of Service O&M
expenses. In addition, she provides a comparison of actual O&M expenses for
the twelve months ended November 30, 2015, to the projections that were
included in the Company’s last base rate proceeding, R-2015-2468056.

Company witness John J. Spanos is a Senior Vice President in the Valuation

and Rate Division of Gannett Fleming, Inc. In Columbia Statement No. 5,
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Company witness Spanos supports the depreciation study Gannett Fleming
prepared for Columbia’s gas plant.

Company witness Nicole Paloney is Director of Rates and Regulatory Affairs
for Columbia. In Columbia Statement No. 6, she provides detail and support
about the methods and assumptions used to develop the Historic Test Year,
Future Test Year and the Fully Forecasted Rate Year rate base as presented in
Exhibits 8 and 108.

Company witness Wesley Soyster is the Director of Construction for NCSC.
In Columbia Statement No. 7, Company witness Soyster provides an overview of
Columbia’s distribution system and discusses Columbia’s ongoing replacement
activities and provides testimony in support of Columbia’s plant additions
through the Fully Forecasted Future Rate Year (twelve-months ending
December 31, 2017). He also discusses Columbia’s historic operating
performance, the initiatives taken to improve its overall safety and compliance
efforts and the metrics that are used to track performance and progress, and the
planned system enhancements to Columbia’s operations.

Company witness Paul Moul is the Managing Consultant at the firm P. Moul
& Associates, an independent financial and regulatory consulting firm. In
Columbia Statement No. 8, Company witness Moul presents detailed testimony
and documentation and a recommendation concerning the appropriate cost of

common equity and overall rate of return that the Commission should recognize
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in the determination of the revenues that Columbia should be given an

opportunity to earn as a result of this base rate case. His recommendation is

supported by detailed financial data and an in-depth explanation of the
application of the various financial models upon which he relies.

Company witness Nancy J. D. Krajovic is the State Finance Director for
Columbia and is responsible for analysis and support in the financial planning,
forecasting and O&M and capital budgeting processes for Columbia and
coordination with the NiSource Corporate financial planning and budgeting
processes. In Columbia Statement No. 9, Company witness Krajovic provides
testimony in support of the budgeted O&M expenses for the Fully Forecasted
Rate Year that are included in Columbia witness Miller’s cost of service analysis.

Company witness Panpilas W. Fischer is the Tax Director at NCSC and she
provides Tax Accounting services for Columbia. In Columbia Statement No. 10,
Company witness Fischer supports Columbia’s income tax and other tax
expense included in the cost of service. She provides detail about both federal
and state income tax recovery, and reduction of rate base for deferred income
taxes.

Company witness Mark Balmert is the Director of Regulatory Strategy &
Support for NCSC which provides services and support to Columbia for its
regulatory needs. In Company Statement No. 11, he testifies about Columbia’s

allocated cost of service studies.
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o Company witness Shirley Bardes-Hasson is Manager, Regulatory Policy for
Columbia and is responsible for managing regulatory activity before the
Commission, including ensuring timely, accurate regulatory filings as well as
monitoring regulatory cases, and making recommendations for Company
participation in those cases when warranted. In Columbia Statement No. 12,
Company witness Bardes-Hasson explains and supports the tariff changes that
the Company seeks to make in this proceeding.

° Company witness Robert C. Waruszewski is Columbia’s Senior Regulatory
Analyst. In Company Statement No. 13, he provides testimony concerning new
proposals designed to expand the availability of natural gas service across
Columbia’s service territory. In addition, he is sponsoring Columbia’s request to
include in the cost of service transaction fees associated with all payment
channel options available to residential customers.

° Company witness Deborah Davis is Columbia’s Manager of Universal
Services. In Company Statement No. 14, she addresses potential sources of
additional funds for Columbia’s existing Hardship Fund as ordered in
Columbia’s 2015 rate base proceeding, R-2015-2468056.

Are you sponsoring any exhibits in this proceeding?

Yes. In addition to the one exhibit attached to this testimony, I am sponsoring

Exhibit No. 13, Schedule 3, which cross references the standard filing requirements
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with the corresponding Exhibits and Schedules in this filing for both the historic
and future test years.

Does this conclude your direct testimony?

Yes.
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Exhibit I -1
Columbia Gas of Pennsylvania, Inc.
Focused Management and Operations Audit
Functional Rating Summary

Meets
Expected

Minor Moderate Significant Major
Improvement | Improvement | Improvement Improvement
Necessary Necessary Necessary Necessary

= i |
unctional Area | Performance |

Level

Corporate Governance X

Executive Management
and Organizational X
Structure

Affiliated Interests X
Financial Management X

Customer Service X

Gas Operations X

Emergency
Preparedness

Human Resources

D. Benefits

Where possible, the Audit Staff attempts to quantify the potential savings that
would be expected from effectively implementing the recommendations made in this
report. However, for the majority of recommendations, it is not possible or practical to
estimate quantitative benefits as their benefits are of a qualitative nature or there was
insufficient data available to quantify the impact. For example, it is difficult to estimate
the actual benefit where new management practices or procedures are recommended
where such did not previously exist or was not fully functional. Similarly, changes in
work flow processes or to implement good business practices will result in improved
effectiveness and efficiency of a specific function but cannot be easily quantified.

The Company will have varying ways to implement the recommendations and as
a result the Audit Staff has not estimated the cost of implementation for
recommendations where no savings were quantified. However, it should be noted by
the reader that the cost of implementing certain recommendations could be significant.

E. Recommendation Summary

Chapters Il through X provide findings, conclusions, and recommendations
for each function or area reviewed in-depth during this focused audit. Exhibit I-3
summarizes the recommendations with the following priority assessments for
implementation:
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Exhibit | — 1
The Peoples Natural Gas Company
Focused Management and Operations Audit
Functional Rating Summary

Corporate Governance X

x

Executive Management
Affiliated Relationships X

Gas Operations X

Emergency X
Preparedness

Customer Service X

Human Resources X

Materials Management X
Diversity & EEO X

D. Recommendation Summary

Chapters Ill through Xl provide findings, conclusions, and recommendations for
each function or area reviewed in-depth during this focused audit. Exhibit |-2
summarizes the recommendations with the following priority assessments for
implementation:

e HIGH PRIORITY — Implementation of the recommendation would result in
significant cost savings, major service improvements, and/or substantial
improvements in management practices and performance. These
recommendations should be implemented as soon as practical.

e MEDIUM PRIORITY — Implementation of the recommendation would result in
important cost savings, service improvements, and/or meaningful
improvements in management practices and performance. Implementation of
these recommendations should begin within 12 months.

e LOW PRIORITY — Implementation of the recommendation could potentially
enhance cost controls, service improvements, and/or management practices
and performance. Implementation of these recommendations should begin
within 18 months.

These priorities were assigned based on the Audit Staff's assessment of the potential
impact of the recommendations and the Company’s available resources.
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however, each rating is utility specific; i.e., the rating of PGW cannot be directly compared with that of
another utility.

Schumaker & Company’s overall assessment of each work plan area is presented in the Functional
Evalunation Summary shown in Exhibit I-1 and Exhibit I-2, with the specific criteria used as follows:

¢ Optimum — The area is functioning more than adequately and no recommendations were made.

¢ Minor improvement necessary — The area is generally functioning adequately, but minor
improvements are recommended.

¢ Moderate improvement necessary — ''he area is generally functioning adequately, but some substantial
opportunities for improvement were recommended.

¢ Significant improvement necessary — The area is not functioning adequately and many
recommendations, requiring considerable effort, need to be implemented to achieve adequate
performance.

¢ Major improvement necessary — The area is not functioning effectively or efficiently and many
recommendations need to be implemented to achieve adequate performance. Implementation
of these recommendations will have a major effect on cost levels and performance for PGW.

Exhibit I-1
Functional Evaluation Summary
Phase I — Diagnostic Review

Evaluative Ratings
Minor Moderate Significant Major
Improvement | Improvement | Improvement | Improvement
Chapter Function Optimum Necessary Necessary Necessary Necessary

II Executive Management &

Human Resources

Executive Management X

External Relations X

Human Resources b4
11 Support Services

Information Technology X

Transportation Management X

Facilities Management X

Procurement Services X

Risk Management X

Legal Services X

0 Schumaker & Company 12/29/ 2008




Exhibit MK-1

Page 4 of 8
9
Exhibit I-2
Functional Evaluation Summary
Phase II — Pre-identified Issues Review
Evaluative Ratings
Minor Moderate Significant Major
Improvement | Improvement | Improvement | Improvement
Chapter Function Optimum Necessary Necessary Necessary Necessary
IV Corporate Governance X
v Financial Management X
VI Diversity and EEO X
VII System Reliability X
Performance & Other
Related Operations
VIII Customer Service X

D. Summary of Estimated Benefits

The audit produced 93 recommendations, which are contained in this report. A summary of the
number of priority items, and estimated benefits, is grouped by phase. Following is a brief explanation
of these categories of information.

Priority

To assist PGW management in developing implementation plans, each recommendation has been
assigned a priority of “high,” “medium,” or “low” according to the following criteria:
¢ High— Designated recommendations are high priority because of their importance and urgency.
These represent significant benefit potential, major improvements to service, or substantial
improvements to methods or procedures.

¢ Medinm — Designated recommendations are of medium priority. In some instances, the
implementation of these recommendations is expected to provide moderate improvements in
profitability of operations, or management methods and performance. In other instances,
implementation may provide significant longer-term benefits which are less predictable.

¢ Low— Designated recommendations reflect a lower priority. In many instances, they should be
studied further or implemented sometime during the next few years. Potential benefits are
perceived to be either modest or difficult to measure.

12/29/2008

Schumaker & Company 0
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Exhibit | — 1
UGI Utilities, Inc.
UGI Central Penn Gas, Inc.
UGI Penn Natural Gas, Inc.
Focused Management and Operations Audit
Functional Rating Summary

Meets
Expected

Minor Moderate Significant Major
Improvement Improvement Improvement Improvement
Necessary Necessary Necessary Necessary

Functional Area
g Performance

Level

Executive Management
and Organizational X
Structure

Corporate Governance X

Affiliated Interests and X
Cost Allocations

Financial Management X

Gas Operations X
Electric Operations X

Emergency X
Preparedness

Materials Management X
Customer Service X

Fleet Management X

Human Resources and
Safety Programs

Diversity X

D. Recommendation Summary

Chapters Il through XIV provide findings, conclusions, and recommendations for
each function or area reviewed in-depth during this focused audit. Effective
implementation of the recommendations would result in cost savings, service
improvements, and/or improvements in management practices and performance. Exhibit
I-2 summarizes the recommendations with the following priority assessments for
implementation:

e HIGH PRIORITY - Implementation of these recommendations should begin
within six months and be completed as soon as practical.

¢ MEDIUM PRIORITY — Implementation of these recommendations should
begin within 12 months.

e LOW PRIORITY - Implementation of the recommendations should begin
within 18 months.

-4 -
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Exhibit 1-1
National Fuel Gas Distribution Corporation
Focused Management and Operations Audit
Functional Rating Summary

Meets
Expected

Minor Moderate Significant Major

ovement | Improvement | Improvement
PaoIRaARas Improvement ' Improvement p p

Executive Management &
Organizational Structure

Corporate Governance
Affiliated Interests X
Financial Management
Emergency Preparedness
Diversity & EEO
Customer Service

Gas Operations X

Uoval Necessary Necessary Necessary Necessary

>

X X X X

i | Recommendation Summary

Chapters Il through X provide findings, conclusions, and recommendations
for each function or area reviewed in-depth during this focused audit. Exhibit I-2
summarizes the recommendations with the following priority assessments for
implementation:

HIGH PRIORITY — Implementation of the recommendation would

result in significant cost savings, major service improvements, and/or
substantial improvements in management practices and performance.
These recommendations should be implemented as soon as practical.

MEDIUM PRIORITY — Implementation of the recommendation would

result in important cost savings, service improvements, and/or
meaningful improvements in management practices and performance.
Implementation of these recommendations should begin within 12
months.

LOW PRIORITY - Implementation of the recommendation could
potentially enhance cost controls, service improvements, and/or
management practices and performances. Implementation of these
recommendations should begin within 18 months.

These priorities were assigned based on the Audit Staff's assessment of the
potential impact of the recommendations and the Companies’ available resources.

-l =
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Equitable Gas Management Report
Exhibit I-2
Functional Evaluation Summary
Phase I — Diagnostic Review
Evaluative Ratings
Minor Moderate Significant Major
Improvement | Improvement | Improvement Improvement
Chapter Function Optimum Necessary Necessary Necessary Necessary
11 Executive Management
& Human Resources
Executive X
Management
Human Resources X
111 Financial Management X
IV Support Services
Information X
Technology
Transportation X
Management
Facilities Management X
Procurement Services X
Risk Management X
Legal Services X
Y Gas Supply & X
Operations
Exhibit I-3
Functional Evaluation Summary
Phase II — Pre-identified Issues Review
Evaluative Ratings
Minor Moderate Significant Maijor
Improvement | Improvement | Improvement | Improvement
Chapter Function Optimum Necessary Necessary Necessary Necessary
VI Corporate Governance X
VII Affiliate Interests X
VIII Operational X
Performance
IX Customer Service X
X Diversity & EEO X
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Exhibit I-1
PECO Energy Company
Focused Management and Operations Audit
Functional Rating Summary

Meets

Exhactod Minor Moderate Significant Major
Functional Area Pe rfgrmance Improvement | Improvement Improvement Improvement
avel Necessary Necessary Necessary Necessary
Executive Management and X
Organizational Structure
Corporate Governance X
Affiliated Interest and Cost
Allocations
Financial Management X
Electric Operations X
Gas Operations X
Emergency Preparedness X
Materials Management X
Customer Service X
Information Technology X
Fleet Management X
Facilities Management X
Risk Management X
Legal X
Human Resources and X
Diversity
D. Benefits

Where possible, the Audit Staff attempts to quantify the potential savings that
would be expected from effectively implementing the recommendations made in this
report. The audit report contains identifiable potential quantifiable cost savings of
approximately $2,933,000 to $5,667,000 in annual savings and $2,200,000 to
$3,110,000 in one-time savings from effective implementation of the recommendations.
We try to identify, whenever it is reasonably practical, the potential savings net of the
projected costs for implementation. Some of these savings could be considered an
actual reduction in costs, avoided costs or increased revenues; whereas others would
result from better deployment and/or use of existing resources. These quantifications
require some judgment and may require efforts beyond the scope of the audit for further
refinement. Therefore the actual benefits from effective implementation of the
recommendations are subject to some degree of uncertainty, and could be higher or
lower than the amounts estimated by the Audit Staff. An overall summary of the annual
and one-time cost savings quantified in the audit report are shown in Exhibit 1-2.

-4-
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Introduction

Please state your name and business address.

My name is Amy L. Efland and my business address is 290 W. Nationwide Blvd.
Columbus, Ohio 43215.

By whom are you employed and in what capacity?

I am a Lead Forecasting Analyst employed by NiSource Corporate Services
Company.

What are your responsibilities as Lead Forecasting Analyst?

I assist with the development of short-range and long-range forecasts of customers,
energy consumption and peak demand for seven NiSource gas distribution
companies, including Columbia Gas of Pennsylvania (“Columbia” or the
“Company”) and one NiSource electric company. I also assist with other business
related analyses and forecasts.

What is your educational and professional background?

I attended Earlham College where I earned a Bachelor of Arts Degree in Economics
and Miami University where I earned a Master of Arts Degree in Economics. From
1997 to 2002, I worked as a forecast analyst for Cinergy, assisting with the
production of the gas and electric long-term forecasts of customers, energy
consumption and peak demand for the Cinergy (Public Service Indiana, Union
Light, Heat & Power, and Cincinnati Gas & Electric) territories. I was promoted to

Lead Analyst in 2002, a position I held until I left Cinergy in 2005. From 2005 to
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2006, 1 worked as a Senior Forecasting Analyst with Limited Brands/Victoria’s
Secret Direct. I provided analysis and recommendations surrounding circulation
levels of catalogues and assisted with catalogue messaging relating to marketing
offers. From 2006 to 2008, I worked as a Senior Marketing Analyst for JP Morgan
Chase where I was responsible for the development of test designs for consumer
and business banking marketing programs. I joined NiSource in 2008 as a Senior
Forecast Analyst. In 2014, my title was changed to Lead Forecasting Analyst
reflecting the same responsibilities I held while a Senior Forecast Analyst.
Have you testified before this or any other Commission?
Yes, I have provided direct testimony related to weather normalization and
customer usage trends before the Pennsylvania Public Utility Commission
(“Commission”), Docket Nos. R-2009-2149262, R-2010-2215623, R-2012-2321748,
R-2014-2406274, R-2015-2468056 and the Kentucky Public Service Commission,
Case No. 2009-00141.
What test years will you be addressing in this testimony?
I will be addressing the twelve-month period ending November 30, 2015 as the
Historic Test Year (“HTY”), the twelve-month period ending November 30, 2016 as
the Future Test Year, and the twelve-month period ending December 31, 2017 as
the Fully Forecasted Rate Year.
What is the purpose of your testimony in this proceeding?
I will explain how residential and commercial sales are normalized for weather.

The results of the normalization process are contained in Company witness Bell's
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testimony (Columbia Statement No. 3) and Exhibit 3 Schedule 4. I will also explain

sales growth and comment on the residential consumption per customer.

II. Weather Normalization Process

Please explain the weather normalization process.

For each month of the HTY for the residential and commercial classes, actual billing
month sales per customer is separated into base-usage and temperature-sensitive
usage. Temperature-sensitive usage is then scaled by the ratio of normal to actual
heating degree days (“HDD”) to derive normal temperature-sensitive use per
customer. The normal temperature-sensitive use per customer is then added to the
base-use per customer to arrive at the normal sales per customer. This value is then
multiplied by the customer count to derive the normal sales.

What data sources did you use for your calculations?

I used the Company’s billing records to obtain monthly customer counts and billed
sales. The temperatures used to calculate HDD were obtained from National
Weather Service weather stations throughout the Company’s service territory. Due
to the geographical dispersion of Columbia’s customers, temperature data from
multiple weather stations is used. A weighted average HDD for the Company is
calculated using the percent of residential heating customers assigned to each
station as a weight for that station.

How does the process calculate base usage?
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The process assumes no temperature sensitive (heat) usage in July and August. For
September, no temperature sensitive (heat) use is assumed when total use per
customer per day (Total Use/Customer/Day) is less than July and/or August. The
base use per customer per day is calculated by taking the average of the two lowest
observed values from the months of July through September.
How does the process weather normalize monthly sales?
First, the monthly base use per customer is determined. This equals the lesser of
the base use per customer per day multiplied by the days in the billing cycle ((base
use /customer/day)*days in billing cycle) or the monthly total use per customer.
Second, monthly heat use per customer is calculated. Heat use per customer equals
the total use per customer minus the base use. Third, the heat use per customer is
normalized by multiplying by a ratio of Normal HDD to Actual HDD. Finally,
normal use per customer is calculated by adding the base use per customer to the
normal heat use per customer. Total monthly normalized usage is generated by
multiplying monthly customers by the monthly normal use per customer. This
calculation for the HTY is prepared separately for residential and commercial
customers and the results are presented in Exhibit 10, Schedule 8.
Has the process for normalizing weather changed from Columbia’s last
rate filing?
No, the process has not changed other than updating the historic averages to
include the most recent 20- year history. Normal weather is defined in this filing as

the average HDD for the 20 years ended 2015. The previous base rate case filing
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defined normal weather as the 20-year average ending in 2013. In all other
respects, the normalization process is the same.
Why is Columbia using the 20-year average?
The settlement of the Company’s 2015 base rate proceeding at Docket No.
R-2015-2468056 designed rates based upon the Company’s proposed throughput
volumes, which reflected the Company’s use of the 20-year average. Consistent
with the Company’s approach since 2008, the Company proposes to continue to use
the 20-year average because an analysis of weather data shows that a rolling 20-
year average is a superior measure to a rolling 30-year average. Table 1 below
illustrates that, as a predictor of one-year-ahead weather, the 20-year average
outperforms the 30-year average in 69% of the most recent 36 years. Table 1 also
illustrates that the 20-year average has a lower mean absolute error, as compared to
the 30-year average when considering both the most recent 36 year period and the
most recent 10 year period.
In Table 2, the averages are used every year to predict each five year period for the
5-years ended 1985 through the five years ended 2015. In this analysis, the
performance of the 20-year averages are compared to the 30-year average. When
determining the smallest difference over the 5-year period, the 20-year average
outperforms the 30-year average in 84% or 26 out of the 31 periods. When

considering the most recent 10 periods, the 20-year average outperforms the 30-

year average in 100% or all of the 10 periods.
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Table 3 demonstrates that stability is not sacrificed when using a 20-year average.
The average annual change for the 20-year average is 0.4%, while the average
annual change for the 30-year averages is 0.3%. The 20-year normal is not only a
better predictor, but also a more dynamic measure that is better able to react more
quickly to change because it replaces 5% of the data each year rather than the 3%
that is replaced with the 30-year average. This is particularly important, given the
Company’s frequent rate case filings. In conclusion, the 20-year measure performs
better as compared to the 30-year in both the year ahead analysis and the five year

analysis, and is both a better predictor and a more dynamic measure when

compared to the 30-year average.
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Table 1
Weather Averages as Predictors
Moving Averages used to Predict Following Years
Columbhia Gas of Pennsylvania
Annual Heating Degree Days Absolute Error Better 1-year predictor
20-yr 30-yr 20-yr 30-yr 20-yr 30-yr
Actual | Awerage | Awerage Average | Awerage Average Awerage
6010 5877 5766
6219 5887 5790 342 453 X
5915 5880 5811 28 125 X
5568 5848 5831 312 243 X
6064 5860 5853 216 233 X
5236 5831 5845 624 617 X
5571 5818 5839 260 274 X
5456 5796 5838 362 383 X
5892 5791 5835 96 54 X
5724 5778 5833 67 111 X
5071 5737 5808 707 762 X
4908 5692 5771 829 900 X
5558 5680 5755 134 213 X
5455 5693 5730 225 300 X
5719 5709 5726 26 11 X
5427 5706 5713 282 299 X
6005 5704 5719 299 292 X
5641 5681 5711 63 78 X
4590 5601 5664| - 1091 1121 X
5166 5560 5637 435 498 X
5403 5529 5621 157 234 X
5385 5488 5606 144 236 X
5304 5457 5590 184 302 X
5825 5470 5611 368 236 X
5329 5433 5608 141 282 X
5564 5450 5611 131 44 X
5175 5430 5582 275 436 X
5295 5422 5555 135 287 X
5526 5404 5533 104 29 X
5447 5390 5515 44 86 X
5400 5406 5495 10 115 X
5421 5432 5468 15 74 X
4669 5387 5426 763 799 X
5486 5389 5424 99 60 X
5950 5400 5420 561 526 X
5492 5404 5428 92 72 X
Mean Absolute Error | Frequency of Lowest Absolute Error
1981-2015| 275 308 24 11
2006-2015| 210 248 6 4
Relative Frequency of Lowest Absolute Error
1981-2015 69% 31%
2006-2015 60% 40%
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Annual Heating Degree Days Five Year Sum of Errors Better 5-year predictor
20-yr 30-yr 20-yr 30-yr 20-yr 30-yr
Actual Awerage Awverage Awerage Awerage Awerage Average
6010 5877 5766
6219 5887 5790
5915 5880 5811
5568 5848 5831
6064 5860 5853
5236 5831 5845 -382 173 X
5571 5818 5839 -1080 -597 X
5456 5796 5838 -1506 -1159 X
5892 5791 5835 -1022 -937 X
5724 5778 5833 -1422 -1386 X
5071 5737 5808 -1442 -1512 §
4908 5692 5771 -2040 -2146 X
5558 5680 5755 -1827 -2038 %
5455 5693 5730 -2239 -2458 X
5719 5709 5726 -2179 -2454 X
5427 5706 5713 -1619 -1975 %
6005 5704 5719 -297 -693 X
5641 5681 5711 -151 -529 X
4590 5601 5664 -1083 -1268 X
5166 5560 5637 -1715 -1803 X
5403 5529 5621 -1725 -1762 X
5385 5488 5606 -2334 -2412 X
5304 5457 5590 -2557 -2706 %
5825 5470 5611 -924 -1236 X
5329 5433 5608 -653 -937 X
5564 5450 5611 -240 -696 X
5175 5430 5582 -241 -835 X
5295 5422 5555 -98 -760 X
5526 5404 5533 -461 -1165 X
5447 5390 5515 -159 -1035 X
5400 5406 5495 -405 -1212 X
5421 5432 5468 -60 -820 X
4669 5387 5426 -646 -1313 X
5486 5389 5424 -595 -1244 X
5950 5400 5420 -22 -649 X
5492 5404 5428 -13 -455 X
Mean Error Frequency of Lowest Error
1985-2015 -1001 -1291 26 [ 1
2005-2015 -270 -949 10 0
Relative Frequency of Lowest Error
1985-2015 84% 16%
2006-2015| 100% 0%
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Table 3

Stability of Weather Averages

Annual Change in Averages 1981-2015

Absolute Values
Columbia Gas of Pennsylvania

20-yr 30-yr Annual

Average | Awerage HDD

Awerage 0.4% 0.3% 6.8%
Maximum| 1.4% 0.8% 18.6%
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Forecast Method

Please explain the methodology employed for developing the forecasted
number of customers and customer usage for the Future Test Year and
the Fully Forecasted Rate Year.

Development of the forecasting methodology is presented in the summary that
follows. This method was used to develop both the Future Test Year and the Fully
Forecasted Rate Year. Price information included in the models is from the
Company’s databases, and average efficiency data is from Itron Inc., a national
utility consulting firm. The economic variables and deflator information are from
IHS Global Insight, Inc., a data consultant, and weather data is provided by

Schneider Electric, a weather consulting service.

Residential and Commercial Customers

Total new customer additions are forecasted for the initial three years of the
forecast by Columbia’s New Business Team. CHOICE customers are calibrated to
the most recently observed level and the forecast is set to the current observed

percentage of customers participating in the CHOICE program.
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Traditional transportation customers = existing transportation customers + new
customers identified by the Large Customer Relations group.

Existing customers are forecasted using the latest historical level. The forecast is
calculated by applying an attrition rate calculated using recent historical data. The
attrition rate is applied to the latest existing level of customers at the time the
forecast is being prepared. The attrition rate used for the Future Test Year and
Fully Forecasted Rate Year is 0.5% for Residential and 1.2% for Commercial.

Total customers = existing customers + new customers — attrition customers

Sales customers = total customers — CHOICE customers — traditional (commercial)

transportation customers

Residential Dekatherm (“Dth”)/customer

Residential use per customer is forecasted with an econometric model that
incorporates real price, an average efficiency variable, real per capita income, and
heating degree days. Residential CHOICE usage follows the total Residential usage

trend.

Residential Volume

°

Dth is forecasted for existing and new construction customers
Dth = customers * Dth/customer

CHOICE Dth forecasted as
CHOICE Dth = customers * Dth/customer

Sales Dth forecasted as residual
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Sales Dth = Dth — CHOICE Dth

Commercial Dth/customer

Commercial use per customer is forecasted with an econometric model that
incorporates real price, real gross county product, average efficiency variable, and
heating degree days. Commercial CHOICE usage follows the total Commercial

usage trend.

Commercial Dth

Dth is forecasted for existing and new construction customers

Dth = customers * Dth/customer
CHOICE Dth is forecasted as

CHOICE Dth = customers * Dth/customer
Non-CHOICE transportation Dth for large commercial customers is forecasted by
the Large Customer Relations group. Non-CHOICE transportation Dth for smaller
commercial customers is forecasted as the trend in the forecast for total commercial
use per customer.
Sales Dth forecasted as residual

Sales Dth = Dth — CHOICE Dth — non-CHOICE transportation

Industrial Volume

The majority of the Industrial class forecast is provided by the Large Customer
Relations group. This portion constitutes 92% of the total Industrial class forecast.
The large customer portion of the forecast is developed by incorporating

information generated through individual customer interviews. The remainder of
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the industrial class forecast is estimated using the trend from an econometric model
for the full class. The model incorporates real price, manufacturing employment,
industrial production, and heating degree days. The total industrial volume
forecast is the sum of the large industrial forecast and the all other industrial
forecast.
The information provided through the interviews with customers provides
sales/transportation detail. Additional transportation Dth is forecasted with the
trend from the econometric model.
Please discuss the past performance of the forecast.
Residential and commercial forecast models are updated annually with the most
current data. An internal review of forecast performance occurs on a regular basis.
Variances for the residential and commercial predictions are calculated and
assessed in order to measure accuracy. The average annual one year weather

normalized variance for the residential models is 1.3%. For commercial, the

average one year variance of the forecast is 2.3%.

III. Trend in Residential Use Per Customer

Q.

Describe Columbia’s recent trends related to residential use per
customer.

Historical data shows a steady decline in residential use per customer from 1991 to
2009 and a more modest decline starting in 2010. Periods exhibiting an increase in
use have all been followed closely by periods of decreasing usage, indicating that

these points are not representative of the overall trend. The most recent example
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illustrating this is comparing the 2014 period with the HTY period ending
November 2015. Residential usage dropped from the 2014 level of 91.96 Dth to
88.89 Dth for the HTY period reflecting over a 3% decline in usage. Moreover,
aside from 2012, the current HTY twelve month period usage level of 88.89 Dth
reflects the lowest usage level illustrated on the graph and further indicates that
usage continues to decline at a modest rate. |
The variance reflected in the most recent periods of residential use per customer
can be attributed to unusual weather patterns that mask the overall trend. For
example, unusually warm weather during the winter of 2011-2012 resulted in a
consumption response, as measured by temperature sensitive use per customer per
heating degree day, from residential customers, that was notably below that of
recent years. This was followed by unusually cold weather during the winter of
2013-2014 that resulted in a consumption response notably above that of recent
years. With the return of more temperate weather, as reflected in the HTY period,
the underlying downward trend continues. The downward trend in residential
usage is projected to continue into the Future Test Year and the Fully Forecasted
Rate Year. The Forecasted Test Year and the Fully Forecasted Rate Year usage
projections can be found in Exhibit No. 10 Schedule 2 on pages 7 and 8 and are
included in the chart below. The Future Test Year usage level of 88.65 Dth and the
Fully Forecasted Rate Year usage level of 87.99 Dth reflect historical use per
customer trends and are in line with recent data. The points represent a decline in

usage from the HTY, acknowledging the overall downward trend in usage.
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However, both the Future Test Year and the Fully Forecasted Rate Year usage levels
are well above the data trend line and both take into account recent trends and

usage levels.

Residential use per customer trends are depicted in the chart below:

Residential Annual Dth per Customer

Columbia Gas Pennsylvania

y =-1.5002x + 121.51

normalized for weather using the 1996-2015 definition R2=0.9311
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What factors are causing the reduction in residential customer usage?
Throughout most of the 1990s natural gas consumption per residential customer
decreased by 1% to 2% per year. This decline in consumption occurred in spite of a

relatively constant nominal price, as is illustrated in the graph below.
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When adjusted for inflation, the price actually decreased during the 1990s. This
conservation was a result of increased appliance efficiency and more efficient
construction standards that followed the major price increases that occurred in the
1970s and 1980s. With limited end uses for natural gas, increasing appliance
efficiency, and higher building standards, the downward trend in consumption per
customer will continue. Appliance choice will also affect the trend. Customers
choosing high efficiency furnaces, energy efficient gas water heaters and electric
appliances such as electric water heaters, heat pumps and cooking ranges, will also

contribute to the downward trend.
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1 Q. Does this conclude your prepared direct testimony?

2 A, Yes it does.
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Introduction

Please state your name and business address.

Melissa J. Bell, 290 West Nationwide Blvd., Columbus, Ohio 43215.

By whom are you employed and in what capacity?

I am employed by NiSource Corporate Services Company (“NCSC”), as a Lead
Regulatory Analyst.

What are your responsibilities as Lead Regulatory Analyst?

My responsibilities include providing support for regulatory filings for several
NiSource operating companies, including, but not limited to, Columbia Gas of
Pennsylvania, Inc. (“Columbia” or “the Company”), Columbia Gas of Ohio
(“COH”), Columbia Gas of Maryland (“CMD”) and Columbia Gas of
Massachusetts (“CMA”). The types of filings include quarterly gas cost
adjustments, annual uncollectible expense and percentage of income payment
plan adjustments, as well as tariff updates. I also provide audit support, rate
entry and verification, and other duties as assigned.

What is your educational and professional background?

I graduated from The Ohio State University with a Bachelor of Science Degree in
Marketing in 1993. I began my career in the energy industry in 1996 when I
joined Columbia Gas of Ohio as a Customer Service Representative, before
moving on in 1997 to COH’s New Business Team as a Project Expediter. In 1999,

I left COH for a position at UtiliCorp Energy Solutions as a Commercial Account
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Executive, until the sale of UtiliCorp Energy Solutions to Exelon Energy was
completed in 2000. At this time, I joined CSC Energy Solutions as a Tariff
Analyst until February 2003. In March 2003, I was employed by NiSource in the
Gas Transportation Services (“GTS”) Department as a GTS Analyst II, providing
sales support to Major Account Representatives for Columbia, CMD and
Columbia Gas of Virginia (“CGV”), as well as support to Natural Gas Suppliers
and their customers. In December 2005, I accepted a position as a Senior
Regulatory Analyst in NCSC’s Regulatory Strategy and Support Department. I
was promoted to my current position as Lead Regulatory Analyst in 2010. I have
attended ratemaking workshops provided by the Southern Gas Association,
Deloitte LLP, Financial Accounting Institute and Regulatory Research Associates.
Have you previously testified before this or any other regulatory
commission?
Yes. I have testified once before the Pennsylvania Public Utility Commission
(“Commission”) in a formal complaint proceeding during my tenure as a GTS
analyst. I have also submitted direct testimony in Columbia’s previous base rate
proceedings, at Docket No. R-2012-2321748 and Docket No. R-2014-2406274, as
well as CMD’s 2013 base rate proceeding, Case No. 9316 and CMA’s 2015 base
rate proceeding, D.P.U. 15-50.
What was the nature of the testimony you provided in those

proceedings?
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I prepared and submitted testimony on revenue and rate design proposals.

Purpose and Summary of Testimony

Please state the purpose of your prepared direct testimony in this
proceeding.

I will sponsor and describe exhibits which support Columbia’s proposed increase
in base rates, as illustrated in Exhibit 102 Schedule 3, Page 3, based on pro forma
revenues for the twelve months ending December 31, 2017 (Fully Forecasted Rate
Year). The exhibits were compiled in accordance with the Commission’s
regulations under Title 52 Pennsylvania Code Section 53.51 et. seq., regarding
Information Furnished With the Filing of Rate Changes. Specifically, I am
responsible for the preparation and presentation of Exhibits 3 and 103

(Operating Revenues), including Exhibit 103 Schedule 8 (Rate Design).

Operating Revenues — Exhibit 3

Please explain the process that was undertaken to produce the
number of bills used to price revenue in this case.

The calculations made to determine the number of bills are found in Exhibit 3,
Schedule 2 for the Historic Test Year (“HTY”). Active customer counts for each
month of the HTY are accumulated by rate schedule by customer class and shown
in Column 1 of Exhibit 3, Schedule 2. The bills are accumulated based on which

rate schedule the customer is on at the end of the HTY. Adjustments were made



“wr bHh W

10
11
12
13
14
15
16
17
18
19
20

21

M. J. Bell
Statement No. 3
Page 4 of 32
in Exhibit 3 Schedule 2 Column 2 to reflect discontinued or added services for
Large Commercial and Industrial customers. Incremental residential and
commercial customers that were added or discontinued during the HTY are
shown in Column 3 and 4, respectively, for a full year impact. The corresponding
backup for customer additions and attrition for the HTY can be found in Exhibit
3, Schedule 5, Pages 1 — 6. Finally, an adjustment is made to the number of bills
for final billed customers because a Customer Charge is billed to customers who
receive a final bill even though they are not included as an active customer.
These customers are not classified as active in the Company’s billing systems
during the HTY, so the final bills must be added to active bills to price revenue in
this case. Bills in Column 8 are used for pricing in Exhibit 3 Schedule 1 (pro
forma revenue at present rates) and Exhibit 3, Schedule 10 (pro forma revenue at
proposed rates).
Please explain the development of the adjusted volumes in
Dekatherm (“Dth”) for the HTY.
Physical flow volumes were summarized by rate schedule in Exhibit 3, Schedule 3
on a customer-by-customer, and month-by-month basis. The volumes, as shown
in Column 1, were accumulated based on the rate schedule the customer was on
at November 30, 2015. The Weather Normalization Adjustment (“WNA”) in
Exhibit 3, Schedule 3, Column 2 represents the change to physical flow volumes

due to the use of a 20-year weather definition normalization. Adjustments were
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made in Exhibit 3, Schedule 3, Column 3 to reflect discontinued or added services
for Large Commercial and Industrial customers. Incremental residential and
commercial customers that were added or discontinued during the HTY are
shown in Columns 4 and 5, respectively, for a full year impact. The
corresponding backup for customer additions and attrition for the HTY can be
found in Exhibit 3 Schedule 5 Pages 1 - 6.
Please explain why physical flow volumes were used instead of
invoiced volumes as the basis for calculating operating revenues.
Physical flow volumes were used instead of invoiced volumes because they
represent volumes that flowed during the HTY. Invoiced volumes may include
adjustments made for prior billing periods that are outside of the HTY.
Therefore, physical flow volumes were used to eliminate out of period
adjustments.
How is the 20-year weather normalization definition utilized in
Exhibit 3, Schedule 4?
Company witness Amy L. Efland (Columbia Statement No. 2) provided the total
normalized volumes by month for residential and commercial customers. The
total normalized volumes were allocated based on the customers’ actual physical
flow volumes and by their class. Then they were accumulated by rate schedule by
rate block, if applicable, as shown in Exhibit 3, Schedule 4, Column 2. The

weather adjustment in Column 3 is calculated by subtracting actual physical flow
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Dth in Column 1 from the normalized Dth in Column 2. The revenue impact as
shown in Column 5 is determined by multiplying the Dth in Column 3 by the
current base rates.
Please explain Schedules 6 through 9 of Exhibit 3.
Schedules 6 and 7 eliminate certain per book amounts (off system sales revenues,
unbilled revenues and unbilled gas costs) that are not relevant to a pro forma
calculation of revenues and expenses. Schedules 8 and 9 show the calculated
split of per books gas cost, Gas Procurement Charge (“GPC”), Rider USP and
Merchant Function Charge (“MFC”) and Rider CC by customer class used in
reconciling per books revenue to annualized revenue in Exhibit 3 Page 9.
How was pro forma revenue at present rates calculated?
As shown in Exhibit 3 Schedule 1, adjusted test year bills from Schedule 2 are
shown in Column 1 and adjusted test year Dth from Schedule 3 are shown in
Column 2. Present rates are shown in Column 3. Revenue is calculated in
Column 4 by multiplying the Customer Charge by number of bills and volumetric
rates by volumes. An average rate per Dth is calculated in Column 5 by dividing
Column 4 by Column 2. Pro forma revenue at present rates was calculated using
the Purchased Gas Cost (“PGC”) rate, Rider USP rate and State Tax Adjustment
Surcharge (“STAS”) in effect as of January 1, 2016, the most recent available at
the time the schedules were developed with the exception of the Merchant

Function Charge rate (please refer to Exhibit MJB-1, attached to this testimony).
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Please explain the adjustment to Forfeited Discounts (Account 487) in
Exhibit 3 Page 8.
Exhibit MJB-2, attached to this testimony, compares Account 487 revenue to
total billed revenue for the three most recent 12 month periods, including the
HTY and calculates a three year average. The average of the last three years was
selected to match the same basis used by the Company in this rate case to
determine an average net write-off rate used for annualization of uncollectible
expense. As with net write-offs, Forfeited Discounts historically produce a
reasonably predictable percentage of billed revenue over time. A three year
average is used to account for the percentage differences caused primarily by
changes in gas cost recovery revenue.
The historic three year average percentage of billed revenue is applied to
annualized HTY revenue, resulting in annualized historic test year Forfeited
Discounts shown on Exhibit MJB-2, page 1. The historic three year average
percentage of billed revenue is applied to annualized future test year (“FTY”)
revenue and annualized fully forecasted rate year (“FFRY”) revenue (Exhibit
103), resulting in annualized Forfeited Discounts revenue for those test years
shown on Exhibit MJB-2, pages 2 and 3 respectively.
Please explain Exhibit 3 Schedule 10.
This schedule calculates pro forma revenues at proposed rates for the HTY

reflecting the rate design as shown on Exhibit 103 Schedule 8.
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Please explain Pages 6 - 8 of Exhibit 3.
The summary shows, by rate schedule by customer class, pro forma test year bills
(Column 1), Consumption (Dth) (Column 2), Revenue at Present Rates (Column
3), proposed adjustment (Column 4), and Revenue at Proposed Rates (Column
5). The summary serves as a comparison of revenue at present and proposed
rates.
Please explain the “Dth and Revenue Summary at Current Rates” on
Page 9 of Exhibit 3.
This page summarizes revenue for the HTY by customer class and is the
reconciliation of per books revenue to annualized revenue as calculated in Exhibit
3, Schedule 1. Exhibit 3, Page 9, Column 1 reflects the per books revenue as of
November 30, 2015. Columns 2 through 6 show the calculated split of per books
gas cost, Rider USP, GPC, MFC and Rider CC by customer class calculated on
Exhibit 3, Schedules 8 and 9. The weather adjustment calculated on Exhibit 3,
Schedule 4 is shown in Exhibit 3, Page 9, Column 8. Column 9 reflects pricing
out the test year billing determinants (bills and volumes) at the most current base
rates. Column 10 is the pro forma Delivery Service revenue at current rates
calculated on Exhibit 3, Schedule 1.
Please explain the “Dth and Revenue Summary at Current Rates” on
Page 10 of Exhibit 3.

This page summarizes annualized total revenue at present rates as calculated on
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Exhibit 3 Schedule 1. Column 1 shows pro forma Delivery Service revenue at
present rates. Column 2 shows a summary of gas costs at present rates in effect
as of January 1, 2016. Column 3 shows a summary of Rider USP at present rates
in effect as of January 1, 2016. Column 5 shows a summary of the Merchant
Function Charge. Detailed calculations by rate schedule for Columns 1 through 6
are shown in Exhibit 3, Schedule 1. Column 7 shows total revenue at present
rates.
Operating Revenues — Exhibit 103
Please describe the projection of bills for the Future Test Year and
Fully Forecasted Rate Year.
Forecasted active customer counts are first determined on a total company basis
by customer class by type of service (sales/Choice transportation/non-Choice
transportation) by month in the Company’s forecast model supported by
Company witness Efland (Columbia Statement No. 2) on Exhibit 10, Schedule 2.
The customer counts are then spread for each month of the FTY and the FFRY,
based on the HTY experience, by rate schedule by customer class by type of
service for Residential and small Commercial sales and Choice customers. The
bills are accumulated based on which rate schedule the customer is on at the end
of the HTY and the results are shown in Exhibit 103, Schedule 2, Column 1.
Adjustments resulting from Large Commercial or Industrial customers that are

expected either to discontinue or to add service during the FTY and FFRY are
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shown by customer in Exhibit 103, Schedule 4, Pages 16 and 18 respectively, and
summarized in Exhibit 103, Schedule 2, Column 2. New construction customers
who are expected to begin service during the FTY and FFRY are shown on Exhibit
103, Schedule 4, Pages 1 and 7 respectively and summarized on Exhibit 103,
Schedule 2, Column 3. Customer attrition, which is expected to occur during the
FTY and FFRY is shown on Exhibit 103, Schedule 4, Pages 3 and 9, respectively,
and summarized on Exhibit 103, Schedule 2, Column 4. Column 5 of Exhibit 103,
Schedule 2 reflects the shifts between rate schedules that occurred during the test
year. The Company considers the HTY final bill count to be representative of
what can be expected during the FTY and FFRY. Therefore, the HTY final billed
count was added to the forecasted active bills to price revenue in this case. Final
bill counts are shown in Exhibit 103, Schedule 2, Column 6. FTY adjusted
number of bills in Exhibit 103, Schedule 2, Column 7 is the sum of Columns 1
through 6. Bills in Column 7 are used for pricing in Exhibit 103, Schedule 1 (pro
forma revenue at present rates) and Exhibit 103, Schedule 7 (pro forma revenue
at proposed rates) for both the FTY and the FFRY.
Please explain the process used to develop Future Test Year and Fully
Forecasted Rate Year Dth.
Forecasted adjusted Dth for both the FTY and the FFRY are shown in Exhibit
103, Schedule 3, Column 6 are the sum of: (a) forecasted Dth in Exhibit 103,

Schedule 3, Column 1, (b) Large Commercial and Industrial adjustments in
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Exhibit 103, Schedule 3, Column 2, (c) new construction consumption in Exhibit
103, Schedule 3, Column 3, (d) attrition consumption in Exhibit 103, Schedule 3,
Column 4, and (e) rate schedule transfers in Exhibit 103, Schedule 3, Column 5.
Volumes in Exhibit 103, Schedule 3, Column 6 are used for pricing in Exhibit 103,
Schedule 1 (pro-forma revenue at current rates) and Exhibit 103, Schedule 7 (pro-
forma revenue at proposed rates) for both the FTY and FFRY.
Forecasted Dth are first determined by customer class, by type of service
(sales/Choice transportation/non-Choice transportation), by month in the
Company’s forecast model supported by Company witness Efland in Exhibit 10
Schedule 2. These Dth are spread for each month of the FTY and FFRY based on
the HTY by rate schedule, by customer class, by type of service for Residential
and Small Commercial Sales and Choice customers. The spread for Large
Commercial and Industrial Sales and Choice transportation cusomtersand all
non-Choice transportation customers is performed down to the individual
customer level. The Dth are accumulated based on which rate schedule the
customer is on at the end of the HTY and shown in Column 1 of Exhibit 103,
Schedule 3.
Adjusted Dth in Exhibit 103, Schedule 3, Column 6 are the sum of Columns 1
through 5 for both the FTY and FFRY. Adjustments resulting from Large
Commercial and Industrial customers either discontinuing or adding service

during the FTY and FFRY are shown by customer in Exhibit 103, Schedule 4,
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Page 16 and 18, respectively, and summarized in Exhibit 103, Schedule 3, Column
2 for reasons I explained previously, with respect to customer bills. Consumption
calculated for new construction customers who are expected to begin service
during the FTY are shown on Exhibit 103, Schedule 4, Pages 10 and 11 and Pages
14 and 15 for the FFRY. The Dth attributable to new customers are summarized
on Exhibit 103, Schedule 4, Page 2, Column 1 and are shown on Exhibit 103,
Schedule 3, Column 3. Customer attrition, which is expected to occur during the
FTY and FFRY is calculated on Exhibit 103, Schedule 4, Pages 3 and o9,
respectively, and is shown on Exhibit 103, Schedule 3, Column 4.
Please explain Exhibit 103, Schedule 7.
This Schedule calculates pro forma revenues at proposed rates for the FTY and
FFRY, respectively, reflecting the rate design as shown on Exhibit 103, Schedule
8.
Please explain Pages 6 - 9 of Exhibit 103.
The summary shows, by rate schedule by customer class, pro forma test year bills
(Column 1), Consumption (Dth) (Column 2), Revenue at Present Rates (Column
3), proposed adjustment (Column 4), and Revenue at Proposed Rates (Column
5). The summary serves as a comparison of revenue at present and proposed
rates.
Please explain the “Dth and Revenue Summary at Current Rates” on

Pages 10 through 15 of Exhibit 103.
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These pages summarize annualized total revenue at present rates as calculated on
Exhibit 103, Schedule 7. Exhibit 103 includes annualized total revenue for both
the FTY and FFRY.
Please summarize the drivers that make up the difference in revenue
in Exhibit 103 between the FTY and the FFRY.
The difference between the revenue in the FTY and the FFRY year is driven by
changes in customer growth, attrition, declining use per customer, expected
changes in customer counts, and usage for large customers based upon a
customer by customer review. See Witness Efland’s testimony for an explanation
of the drivers as reflected in her forecast model.
Principles of Revenue Allocation and Rate Design
Please describe the rate design principles that the Company
considered when developing the proposed rates.
The principles used to develop the Company’s rate design include: efficiency,
simplicity, continuity or gradualism, fairness, and earnings stability. An efficient
rate design provides accurate price signals and thus, an accurate basis for
consumers’ decisions. Further, an efficient design provides the Company with a
reasonable opportunity to recover the cost of providing service. A simple rate
structure is one that is understood by customers. The goal of rate continuity
seeks gradual changes to rate design that will allow customers to adjust their

consumption patterns, as needed. A fair rate design will consider the results of
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the allocated cost of service (“ACOS”) study in determining rate classes’ total
revenue responsibility. Finally, earnings stability means that the Company’s
earnings resulting from its rates should not vary significantly over the period of a
few years.
Revenue Allocation
Please state the basis for the Company’s proposed rate design.
Consistent with the goal of continuity, Columbia seeks to move base rates closer to
the ACOS study gradually, so as to avoid rate shock to any particular rate class. This
is true for all rate classes except for LDS/LGSS, which I will discuss later in my
testimony. The cost to serve each rate class is defined through the ACOS.
How were the results of the ACOS study used in designing the proposed
revenue requirements and rates?
The cost allocation studies were used as a guide for assigning additional revenue
responsibility to rate classes. As discussed in the testimony of Company witness
Balmert (Columbia Statement No. 11), Columbia recognizes that no one ACOS
study is the “right” study. Therefore, the Company relies on a combination of
different studies, namely, the Customer/Demand and Peak & Average studies, to
provide a reasonable range of returns for use as a guide in establishing
appropriate rates. The Mid-Point or Average study is an average of the results of

the Peak & Average and Customer/Demand methodologies and presents the most
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reasonable and appropriate basis for the assignment of revenue responsibility to
the Company’s customer base.
What are the results of the ACOS studies?
Exhibit MJB-3 shows the class-level returns and return indices for each of the
ACOS studies at present rates. Return indices compare individual class returns
to the overall Company return. A return index is calculated by dividing the class
return by the total Company return, then multiplying the result by 100 to
produce the index. The total Company return will always be 100. The closer an
individual class return is to the total Company return, the closer its index will 'be
to 100 and to parity. “Parity” in this context means that the class return and the
total Company return are equal.
Columbia’s largest class is the residential class representing, on an adjusted basis,
approximately 73% of total Company revenues and 91% of total Company
customers. The return index for the residential class ranges from 75.2 under the
Customer/Demand study to 108.8 under the Peak & Average study. The average
ACOS study produces a residential return index of 90.5, indicating that the class
returns are somewhat below parity at present rates. In developing the proposed
rates for the residential class, Columbia sought to increase the revenue
requirement of the residential class to move toward parity with the overall total
Company return. Columbia proposes to increase the unitized return from the

current 0.90477 to .95500, a 5.6% increase toward parity.
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The SGSS1/SCD1/SGDS1 (< 6,440 therms annually) return indices are 100.4 for
the Peak & Average study, 109.4 for the Customer/Demand study, and 104.8 for
the average ACOS study, indicating that the class returns are somewhat above
parity at present rates. In developing the proposed rates for the
SGSS1/SCD1/SGDS1 (< 6,440 therms annually) class, I looked at the current
unitized return. The class’s return is 1.04820, which is above parity with total
Company; therefore, Columbia is proposing to apportion less of an increase to
the SGSS1/SCD1/SGDS1 class so that the unitized returns drop to 1.00374, which
is a gradual approach toward parity.
The SGSS2/SCD2/SGDS2 (> 6,440 and less than or equal 64,400 therms
annually) return indices are 100.4 for the Peak & Average study, 109.4 for the
Customer/Demand study, and 104.8 for the average ACOS study, indicating that
the class returns are somewhat above parity at present rates. In developing the
proposed rates for the SGSS2/SCD2/SGDS2 (> 6,440 and less than or equal to
64,400 therms annually) class, I looked at the current unitized return. The
class’s return is 1.41804, which is above parity with total Company; therefore,
Columbia is proposing to apportion less of an increase to the
SGSS2/SCD2/SGDS2 (> 6,440 and less than or equal to 64,400 therms annually)
class so that the unitized returns drop to 1.24073, which is a gradual approach

toward parity.
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The SDS/LGSS return indices are 104.0 for the Peak & Average study, 256.3 for
the Customer/Demand study, and 158.5 for the average ACOS study, indicating
that the class returns are somewhat above parity at present rates. In developing
the proposed rates for the SDS/LGSS class, I looked at the current unitized
return. The class’s return is 1.58482, which is above parity with total Company;
therefore, Columbia proposes to apportion less of an increase to the SDS/LGSS
class, so that the unitized returns drop to 1.36482, which is a gradual approach
toward parity and in line with both the SGSS1/SCD1/SGDS1 and
SGSS2/SCD2/SGDS2 rate classes that are to a lesser extent, currently above
parity.
The LDS/LGSS return indices are 27.9 for the Peak & Average study, 284.3 for
the Customer/Demand study, and 88.7 for the average ACOS study, indicating
that the class returns are somewhat below parity at present rates. In developing
the proposed rates for the LDS/LGSS class, I looked at the current unitized
return for the class. The class’s return is 0.8868, which is below parity with total
Company. Normally I would assign an increase to the LDS/LGSS class that
would move the class closer to parity, however, because approximately 24% of the
revenue generated for this class is generated from LDS/LGSS customers who flex
down from the current LDS/LGSS rates and therefore cannot contribute anymore
toward the LDS/LGSS revenue requirement, the impact to the remaining non-

flex LDS/LGSS customers would have been unduly excessive. Therefore, in the
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interest of fairness, I limited the increase to the LDS/LGSS class so that the non-
flex customers receive a base revenue increase of 16.44%, which is essentially the
same as the increase to the Residential class base revenue increase at 16.48%.
The return for the Main Line Distribution Service (“MLDS”)/Negotiated Sales
Service (“NSS”) classes indicates that, by directly assigning mains investment, the
return is the same under each of the three ACOS studies showing a return that is
above parity with a return index of 1,650.8 at present rates. I note that the MLDS
class is unique, in that all customers are located on, or near interstate pipelines.
The Company has historically, and in this case continues to, directly assign
distribution plant based on an actual inventory of investment to the rate class
(See Statement No. 11). Rates for the class, and the customers served under the
rate class have not changed for some period of time. In developing the proposed
rates for the MLDS/NSS class, I looked at the current unitized return. Because
the class’s return is 16.50823, which is materially above parity with total
Company Columbia proposes no increase in revenue requirement to the
MLDS/NSS class, so that the unitized returns drop to 12.06018, which is a
gradual approach toward parity.
What is the primary goal of Columbia’s class revenue allocation?
The primary goal in Columbia’s approach to revenue allocation is to maintain a
movement toward parity among the various rate classes, consistent with

Commission decisions in previous Company rate cases. Movement toward parity
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is a way of assuring that the revenue allocation process takes into account the
overall Company return and the relative returns by rate class. Each class’s
revenue increase is determined within the context of other rate class returns so
that, over time, interclass returns remain close to one another rather than
diverging. Maintaining a movement toward parity is a way to reduce potential
cross-subsidization between classes.
Do the Company’s proposed rate increases for the various rate classes
reflect the principle of gradualism?
Yes, in two ways. First, with the exception of the LDS/LGSS class, the Company’s
proposed rate increases for the various rate classes cause a movement of the
unitized returns toward parity (unitized return of 1.00000) for each of the rate
classes but with no rate class yet reaching parity. Secondly, the range of base rate
revenue increase percentages (excluding the MLDS class) is 10.88% to 16.48%
where the system average is 15.31% (see Exhibit 103, Schedule No. 8, Page 1,
Lines 19 through 35).
Please describe the Company’s proposed revenue allocation.
Columbia’s allocation of the proposed base rate revenue increase, which is shown
in Exhibit 103, Schedule No. 8, Page 5, Line 19 reflects the following allocations:
78.15 % of the overall increase is applied to the residential class; 7.75 % of the
overall increase is applied to the SGSS1/SCD1/SGDS1 class with annual usage

less than 6,440 therms; 6.80 % of the overall increase is applied to the
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SGSS2/SCD2/SGDS2 class with annual usage between 6,440 therms and 64,400
therms; 3.35 % of the overall increase is applied to the SDS/LGS class; 3.95 % of
the overall increase is applied to the LDS/LGS class; and none of the overall
increase is applied to MLDS/NSS customers. As a result, the proposed unitized
return for the residential class will be .95500, or 95.5 %, as compared to the
overall total Company unitized return of 1.00000 or 100 %, an increase of 5.5 %.
This percentage increase recognizes that the current residential return is lower
than the overall return. Similarly, the SGSS1/SCD1/SGDS1 class (< 6,440 therms
annually) would receive a 9.6 % decrease in unitized return, the
SGSS2/SCD2/SGDS2 class (> 6,440 and less than or equal to 64,400 therms
annually) would receive a 12.5% decrease in the unitized return, the SDS/LGSS
class would receive a 13.9 % decrease in unitized return, and the LDS/LGSS class
would receive a 7.7 % decrease in unitized return, which brings all classes except
for LDS/LGSS closer to parity with the overall return, as measured by the results
of the Average ACOS Study. The MLDS/NSS class would receive a 26.9 %
decrease in unitized return, as a result of assigning no increase to the class. I note
that for all classes the allocated increases and resulting unitized returns fall
within the zone of reasonableness bounded by the Peak & Average and Customer
Demand Studies.
Exhibit 103, Schedule 8, Page 5, Lines 4 through 6 shows the movement toward

parity produced by Columbia’s proposed revenue allocation using the average
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ACOS Study. The movement toward parity (unitized return of 1.00000)

measures each class’s return versus the total Company return under current and

proposed rates.

Rate Design

Other than the ACOS studies, what guidelines or criteria have you

considered in the design of the Company’s rates?

There are a number of criteria that I considered in the design of rates, including

the following:

First, the design of Columbia’s rates recognizes that rates must be just and
reasonable and must not be unduly discriminatory. Columbia’s proposed
rate design also attempts to minimize cross-class subsidies.

Second, where rates require adjustment to achieve proper cost recovery,
customer impact considerations have been factored into the rate design
process. For instance, Columbia’s proposed rate design moves each of the
rate classes toward parity (unitized return of 1.00000 and a total Company
required rate of return of 8.150 %) but recognizes a move to full parity of
1.00000 in this case would not be consistent with the principle of
gradualism.

Third, Columbia’s proposed rate design provides for recovery of an
increasing proportion of fixed costs through the Customer Charge. This

objective recognizes that the historical recovery of fixed costs through the
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volumetric rate portion of the rate schedule inevitably results in the over
or under recovery of those costs because the revenues generated from
customers’ volumetric use of gas can be greatly sensitive to customer usage
fluctuations that vary due to conservation efforts or other changing
consumption characteristics. In essence, customer-related costs that bear
no relationship to customer gas consumption patterns should be recovered
through the fixed portion of the rate design, i.e. the monthly Customer
Charge. Columbia’s proposed rate design thus recovers a gradual increase

in the fixed costs recovered through the Customer Charges for each of the

rate classes.

Why does the Company propose an increase in the percentage of base
rate recovery through the Customer Charge now that Columbia has a
WNA mechanism?

The WNA normalizes the impact of weather on the recovery of residential usage
based base revenue (outside a 5% band) during the months when the WNA is in
effect. In doing so, the WNA affords the Company a greater opportunity to
recover its authorized revenue requirement from its residential customer, while
mitigating the impact of weather on the level of revenues collected from them.
Thus, the WNA mechanism is beneficial to both Columbia and its customers. The
WNA does not address usage fluctuations that are a result of conservation efforts

or other changing consumption characteristics, intra-class subsidization of fixed
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cost recovery, weather effects of consumption outside the seven winter months
that the WNA is in effect, the weather effects of consumption within the 5% WNA
band, or weather effects of consumption for rate classes not covered by the WNA.
Therefore, it is important for the Customer Charges to recover an increased
percent of the fixed costs included in base rate revenue recovery.
How are proposed changes in the Company’s Customer Charges
determined?
The Company’s proposal for rates in this case is to increase the current Customer
Charge for each class by the class’ percentage of base revenue allocation as shown
on Exhibit 103, Schedule 8, Page 1, Column 7, lines 20 through 34, the exceptions
being the two SGS/SCD/SGDS classes and the MLDS rate class. The Company
proposes to keep the current Customer Charge for the SGS1/SCD1/SGDS1 (<
6,440 therms annually) class. The Company proposes to bring the Customer
Charge for the SGS2/SCD2/SGDS2 (> 6,440 and less than 64,400 therms
annually) class to the minimum Customer Charge as supported by witness
Balmert’s Customer Charge study, Exhibit 111, page 25, line 37. The Company
proposes no increase to the MLDS Customer Charges, because the Company
proposes no increase in revenue requirement to the MLDS class.
Please explain the rationale for increasing Customer Charges to

reflect the recovery of a proportion of fixed non-gas costs.
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It is reasonable and appropriate to collect a proportion of fixed non-gas costs
through the fixed monthly Customer Charge. For example, for Columbia, just
over 32.5% of its delivery charge revenue is currently recovered through
Customer Charge to its residential customers. Even with a proposed increase in
the Customer Charge, the residential percentage increases slightly to 32.8% of
distribution charge revenue and will remain below the average of the last six rate
cases of 37.1% (See Exhibit MJB-4). Fixed cost recovery through the fixed
monthly Customer Charge decreases the likelihood and magnitude of customers’
over- or under-payments for distribution service each month due to usage
fluctuations, recognizing that a natural gas utility’s customer-related costs do not
vary with gas usage. Even after the proposed changes to existing Customer
Charges for each of the rate classes, all of the Customer Charges are in the range
of the Customer Charges that support the cost of minimum system cost-based
Customer Charges shown on Exhibit 111, Schedule 1, Pages 16 and 25, Line 41 and
Line 37, respectively. All rates except for the MLDS rate class are at or below the
average of the last six rate cases’ percentage of fixed cost recovery (See Exhibit
MJB-4), and not increase to the MLDS customer charges is proposed.
What are the benefits of increasing the proportion of fixed non-gas
costs recovered through the monthly Customer Charge to Columbia

and its customers?
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In addition to the decreased likelihood and magnitude of customers’ over- or
under-payments for delivery service discussed previously, there are a number of
other significant benefits resulting from an increase to the proportion of fixed
non-gas costs recovered through the monthly charge. These benefits include:
increased stability and predictability of customers’ bills, greater simplicity and
understandability of customers’ bills, a corresponding reduction in bill
complaints, and mitigation of intra-class cross subsidization. Additionally, the
increased reliance on Customer Charges for fixed cost recovery should reduce the
magnitude of annual true-ups for customers participating in Columbia’s budget
payment plan.
Please summarize Columbia’s residential rate design proposal.
Columbia proposes an increase to the Residential Customer Charge from the
current $16.75 per month to a $19.51 per month charge. The percentage increase
to the Customer Charge is in proportion to the overall percentage increase
proposed to the residential rate class of 16.46% shown in Exhibit 103, Schedule 8,
Page 1, Line 20, Column 7. It should be noted that $19.51 is between the $18.79
and $43.82 minimum system cost-based Customer Charges shown in the ACOS
study (Exhibit 111, Schedule 1, Page 16, Line 41 and 25, Line 37). It should also be
noted that the Company currently only recovers 32.5% of its residential
distribution costs through the Customer Charge. Even with a $2.76 increase in

the residential Customer Charge, the percentage only increases to 32.8%, which
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is still below the last six rate case average of 37.1%. Finally, it should be noted
that Columbia has no decoupling mechanism to ensure a reasonable opportunity
to recover cost of service. Therefore, the Company relies on the Customer Charge
for protection from usage erosion due to customers switching to more efficient
furnaces and appliances and Columbia’s energy efficiency program.
Will Customer Assistance Program (“CAP”) customers receive a rate
increase as a result of this rate proceeding?
For rate design purposes, Columbia anticipates that current CAP customers will
not receive an increase in their required payment, and thus the revenue
increment that is assigned to CAP customers will be collected from other
residential customers through the Rider USP.
Please summarize Columbia’s SGSS/SCD/SGDS rate design proposal.
The Company proposes to keep the Customer Charge for the SGSS1/SCD1/SGDS1
(< 6,440 therms annually) at $21.25. The cost to serve the SGSS1/SCD1/SGDS1
class is similar to the cost to serve the residential rate class and therefore rate
designs of the two rate classes should move toward similarity. At $21.25, the
volumetric base rate will be $4.3189/Dth for SGSS1/SCD1 service and
$4.1822/Dth for SGDS1 service. The proposed SGSS2/SCD2/SGDS2 Customer
Charge for customers whose usage is between 6,440 therms and 64,400 therms is
$57.46, which is $9.46 more than the current $48.00. With the increase in the

Customer Charge, the percentage of distribution costs recovered through the
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Customer Charge will only increases to 11.5% from the current 10.7%, which is
still below the last six rate case average of 20.3%. The volumetric charge will be
$3.6055/Dth for SGSS/SCD service and $3.469/Dth for SGDS service.
Do the two SGSS, SCD, and SGDS rate classes split the volumetric
base rate between what is charged to SGSS and SCD customers from
what is charged to SGDS customers?
Yes. In the past three base rate proceedings, the Company re-allocated the
storage working capital costs assigned to the SGSS/SCD/SGDS classes as a whole
through the ACOS to SGSS/SCD classes only. Per the approved settlement in
Docket No. R-2012-2321748, Columbia agreed to re-allocate $530,000 of storage
working capital costs from SGDS to SGSS/SCD. Per the approved settlement in
Docket No. R-2014-2406274, Columbia agreed to re-allocate $710,000 of storage
working capital costs from SGDS to SGSS/SCD. Per the approved settlement in
Docket No. R-2015-2468056, Columbia agreed to re-allocate $597,433 of storage
working capital costs from SGDS to SGSS/SCD. As part of this current
proceeding, and as explained by Company witness Balmert in testimony and
shown on Exhibit MPB-4, the Company has re-allocated $306,121 of storage
working capital costs from the SGDS class to SGSS/SCD. This intra-class re-
allocation is shown on Line 17 of Exhibit 103, Schedule 8, Page 7 and Line 17 of

Page 8. As a result, the Company charges a different volumetric base rate to the
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SGSS and SCD customers than to the SGDS customers and that principle will not
change under proposed rates.
Please summarize Columbia’s SDS/LGSS rate design proposal.
The proposed SDS/LGSS Customer Charge for customers whose usage is between
64,400 therms and 110,000 therms is $238.39. The $238.39 is $23.39 more
than the current SDS/LGSS Customer Charge of $215.00. With the increase in
the Customer Charge, the percentage of distribution costs recovered through the
Customer Charge will remain the same at 17.1%, which is slightly higher than the
last six rate case average of 16.7%.
The proposed SDS/LGSS Customer Charge for customers whose usage is between
110,000 therms and 540,000 therms is $759.53. The $759.53 is $74.53 more
than the current SDS/LGS Customer Charge of $685.00. The volumetric base
rate will be $2.3073/Dth for SDS/LGSS customers whose usage is between
64,400 therms and 110,000 therms and $2.1572/Dth for SDS/LGSS for
customers whose usage is between 110,000 therms and 540,000 therms. The
percentage increase to the SDS/LGSS Customer Charges are in proportion to the
overall percentage increase proposed to the SDS/LGSS rate class of 10.87%
shown in Exhibit 103, Schedule 8, Page 1, Line 31, Column 7.

Please summarize Columbia’s LDS/LGSS rate design proposal.
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The proposed LDS/LGSS Customer Charge for customers whose usage is between
540,000 therms and 1,074,000 therms is $2,096.28, an increase of $296.28 over
the current Customer Charge of $1,800.
The proposed LDS/LGSS Customer Charge for customers whose usage is between
1,074,000 therms and 3,400,000 therms is $3,260.88. The $3,260.88 is
$460.88 more than the current LDS/LGS Customer Charge.
The proposed LDS/LGSS Customer Charge for customers whose usage is between
3,400,000 therms and 7,500,000 therms is $6,288.84. The $6,288.84 is
$888.84 more than the current LDS/LGSS Customer Charge of $5,400.
The proposed LDS/LGSS Customer Charge for customers whose usage greater
than 7,500,000 therms is $9,316.80. The $9,316.80 is $1,316.80 more than the
current LDS/LGSS Customer Charge of $8,000.
The percentage increase to the LDS/LGSS Customer Charges are in proportion to
the overall percentage increase proposed to the LDS/LGSS rate class of 16.44%
shown in Exhibit 103, Schedule 8, Page 1, Line 24 Column 7.
With the proposed increase in the LDS Customer Charges, the percentage of
distribution costs recovered through the Customer Charge remains the same at
17.0%, which is still below the last six rate case average of 17.2%.
How is the LDS/LGSS volumetric based rate revenue requirement
shown in Exhibit 103, Schedule 8, Page 9, Line 28 spread among the

LDS/LGSS annual usage groups?
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Volumetric Base Rate Revenue requirement is split among the LDS/LGSS annual
usage groups proportionately based on revenue produced from current
volumetric Base Rates. (See Exhibit 103, Schedule 8, Page 9, Lines 30 through
33).
Please discuss the rate design proposals for the MLDS/NSS class.
Columbia is proposing no change to the Customer Charges or volumetric charges.
Please discuss the rate design proposals for the Main line Sales
Service (“MLSS”) class.
MLSS service applies to the same customer groups that MLDS service applies to
with the primary exception that MLSS service is a sales service and MLDS service
is a distribution service. There were no MLSS customers served by the Company
during the HTY, nor are there any MLSS customers expected to take service
during the forecasted rate year. However, the MLSS tariff is active and it is the
Company’s intent that customers who elect to be served under the MLSS tariff
pay the same distribution service rates established for the MLDS tariff customers
in this case.
Please describe the treatment of flex rate agreements in the
development of the Company's base rates.
Revenues resulting from flex rate agreements are shown by rate class in Exhibit

No. 103, Schedules 1 and 7. Because the flex agreements are individually
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negotiated, the associated revenues are not increased as a result of the Company's

rate case filing.

Do flex rate agreements benefit Columbia’s non-flex customers?

Yes. Revenue collected from flex rate customers contributes to the recovery of the

Company's fixed costs. Absent flexed rates, the Company expect sit would lose

these customers to alternatives. Without the revenues from the flex customers,

non-flex customers would be assigned additional fixed cost recovery

responsibility and their rates would increase.

Revenue Proof and Bill Impacts

Please provide a proof of the FTY base revenue requirement by rate
schedule.

Please refer to Exhibit 103, Schedule 8.

Please summarize the class-level bill impacts resulting from the
Company’s proposal.

The class average bill impacts are shown on Exhibit No. 103, Schedule 8, Page 1,
column 7.

Is the Company providing graphs of the bill impacts?

Yes. Please refer to Exhibit No. 111, Schedule No. 5, Pages 1 — 9. A graph for
Residential Sales Service is shown on Page 1. Pages 2 through 9 provide graphs
for Small General Sales Service and Large General Sales Service.

What is the range of monthly bill impacts for residential customers?
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Please refer to Exhibit No. 111, Schedule No. 6, Page 1. This schedule shows
monthly bill impacts for residential customers at various usage levels.
Has the Company performed bill impact analyses for commercial and
industrial customers?
Yes. Please refer to Exhibit No. 111, Schedule No. 6, Pages 2-9. These schedules
provide monthly bill impacts for Small General Sales Service and Large General
Sales Service customers at various usage levels.
Does this complete your direct testimony?

Yes, it does.



Columbia Gas of Pennsylvania, Inc
Calcutation of Merchange Function Charge Utiized in Exhibit No 3 and Extubit No 103
Calculated Using Gas Costs as of January 1, 2016

Line

1 PGCC Rate
2 Total Commodity Cost of Gas

3 Resential Uncollectible Expense Ratio’
4 Non-Residential Uncollectible Expense Ratio’

§ Merchant Function Charge - Residential Sales Service
6 Merchant Function Charge - Small General Sales Service

' Per Order in Docket No R-2012-2321748

Reference

Exhibit 1-A, Schedule 1, Page 1, Col 3, Line 5 (1/01/16 Quarterly GCR Filing)

Exhibit No 4, Schedule No 2, Page 32, Line 7
Exhibit No 4, Schedule No 2, Page 32, Line 14

{Line 4 x Line §)
{Line 4 x Line 6)

Exhibit MJB-1
Page 1 of 1

Rate
$

27354
2.7384 per Dth

00152
00037

00416 per Dth
00102 per Dth



Columbia Gas of Pennsylvania, Inc.
Annualization of Forfeited Discounts (Account 487)
For the Twelve Months Ending November 30, 2015

Total
12 Mos 12 Mos 12 Mos 3 Year
Line November 2013 November 2014 November 2015 Average
No.
1 Per Books Acct 487 $ 1144228 $ 1,321479 $ 1289914 $ 3,755,621
2 Per Books Billed Revenue $ 446,111,765 $ 542,904,735 $ 553,848611 $ 1,542,865,111
3 Forfeited Discounts as a % of Revenue 0.2565% 0.2434% 0.2329% 0.2434%

(Line 1/ Line 3)

4 Historic Test Year Sales Revenue
(Ex. 3, Page 10, Line 6)

5 Historic Test Year Revenue -Transportation Revenue
(Ex. 3, Page 10, Line 9)

6 Total Sales and Transportation Revenue

(Line 5 + Line 6)
7 3 Year Average

8 Annualized Forfeited Discounts

(Line 7 * Line 6)
9 Historic Test Year Acct 487

(Ex 3, Page 9)
10 Annualization Adjustment

(Line 8 - Line 9)

Exhibit MJB-2
Page 1 of 3

335,452,815

148,307,734

483,760,549

0.2434%

1,177,473

1,289,914

(112,441)




Columbia Gas of Pennsylvania, Inc.
Annualization of Forfeited Discounts (Account 487)
For the Twelve Months Ending November 30, 2016

Total
12 Mos 12 Mos 12 Mos 3 Year
Line November 2013 November 2014 November 2015 Average
No.
1 Per Books Acct 487 $ 1144228 $ 1321479 $ 1289914 $ 3,755,621
2 Per Books Billed Revenue $ 446,111,765 § 542,904,735 $ 553,848611 $ 1,542,865,111
3 Forfeited Discounts as a % of Revenue 0.2565% 0.2434% 0.2329% 0.2434%

(Line 1/ Line 3)

4 Future Test Year Sales Revenue
(Ex. 103, Page 11, Line 5)

5 Future Test Year Transportation Revenue
(Ex. 103, Page 11, Line 8)

6 Total Sales and Transportation Revenue

(Line 4 + Line 5)
7 3 Year Average

8 Annualized Forfeited Discounts

( Line 4 * Line 6)
9 Future Test Year Acct 487

(Ex. 103, Page 10)

10 Annualization Adjustment
(Line 7 - Line 8)

Exhibit MJB-2
Page 2 of 3

340,685,153

147,560,925

488,246,078

0.2434%

1,188,391

1,177,473

10,918




Line
No.

N =

9

10

Columbia Gas of Pennsylvania, Inc.
Annualization of Forfeited Discounts (Account 487)
For the Twelve Months Ending December 31, 2017

Total
12 Mos 12 Mos 12 Mos 3 Year
November 2013 November 2014 November 2015 Average
Per Books Acct 487 $ 1144228 $ 1,321,479 $ 1289914 §$ 3,755,621
Per Books Billed Revenue $ 446,111,765 $ 542,904,735 § 553,848,611 $ 1,542,865,111
Forfeited Discounts as a % of Revenue 0.2565% 0.2434% 0.2329% 0.2434%

(Line 1/ Line 3)

Fully Forecasted Rate Year Sales Revenue
(Ex 103, Page 15, Line 5)
Fully Forecasted Rate Year Transportation Revenue
(Ex. 103, Page 15, Line 8)
Total Sales and Transportation Revenue
(Line 5 + Line 6)
3 Year Average

Annualized Forfeited Discounts
(Line 7 * Line 6)
Fully Forecasted Rate Year Acct 487
(Ex.10 3, Page 14)
Annualization Adjustment

(Line 8 - Line 9)

Exhibit MJB-2
Page 30of 3

342,152,680

148,310,352

490,463,032

0.2434%

1,193,787

1,188,391

5,396




Exhibit MJB-3
Page 1 of 1
Witness: M. J. Bell
Columbia Gas of Pennsylvania, Inc.
Cost of Service Study Results
For the 12 Months Ending December 31, 2017

Peak & Average Customer/Demand Average Study
Return Index Return Index Return Index
Residential Service (RS/RDS) 6.482% 108.9 4.482% 75.3 5.389% 90.5
Small General Service (SGSS/SCD/SGDS) 5.981% 100.4 6.514% 109.4 6.241% 104.8
(< 6,440 therms annually)
Small General Service (SGSS/SCD/SGDS) 5.975% 100.3 12.308% 206.7 8.444% 141.8
(> 6,440 and < 64, 400 therms annually)
Small Distribution Service (SDS/LGSS) 6.193% 104.0 15.261% 256.3 9437% 158.5
Large Distribution Service (LDS/LGSS) 1.661% 27.9 16.929% 284.3 5.281% 88.7
Mainline Distribution Service (MLDS) 98.301% 1,650.7 98.301% 1,650.7 98.301% 1,650.7

Total Company 5.955% 100.0 5.956% 100.0 5.955% 100.0



Residential Service (RS/RDS)

Customer Charge Revenue

Base Rate per Dth Revenue

Total Base Rate Recovery

Customer Charge Recovery Percent of Total

Columbia Gas of Pennsylvania, Inc
Base Rate Cost Recovery
For the 12 Months Ending December 31, 2017

Small General Service (SGSS1/SCD1/SGDS1) 1/

Customer Charge Revenue

Base Rate per Dth Revenue

Total Base Rate Recovery

Customer Charge Recovery Percent of Total

Small General Service (SGSS2/SCD2/SGDS2) V/

Customer Charge Revenue

Base Rate per Dth Revenue

Total Base Rate Recovery

Customer Charge Recovery Percent of Total

Small Distribution Service (SDS/LGSS) 1/

Customer Charge Revenue

Base Rate per Dth Revenue

Total Base Rate Recovery

Customer Charge Recovery Percent of Total

Large Distribution Service (LDS/LGSS) 1/

Customer Charge Revenue

Base Rate per Dth Revenue

Total Base Rate Recovery

Customer Charge Recovery Percent of Total

Mainline Distribution Service (MLDS) 1/
Customer Charge Revenue

Base Rate per Dth Revenue

Total Base Rate Recovery

Customer Charge Recovery Percent of Total

1/ Excludes Flexed Base Rate Revenue

2008 2010 2011 2/ 2012
52,191,199 55,804,410 85,183,066 77.259,358
86,046,002 84,572,528 64,221,831 116,137,004

138,237,201 140,376,938 149,404,897 193,396,362
37 755% 39 753% 57.015% 39.949%

8,251,948 8,656,237 9,598,846 10,305,040
33,800,244 26,943,030 27,287,894 36,944 451
42,052,192 35,599,267 36,886,740 47,249,491

19.623% 24 316% 26 022% 21.810%

8,251,948 8,656,237 9,598,846 10,305,040
33,800,244 26,943,030 27,287,894 36,944,451
42,052,192 35,599,267 36,886,740 47,249,491

19 623% 24 316% 26.022% 21810%

1,502,080 1,567,843 1,777,454 2,112,274

7.455,074 1,561,578 7,743,183 12,199,763

8,957,154 9,129,421 9,620,637 14,312,027

16 770% 17 174% 18.669% 14 759%

1,398,392 1,343,244 1,436,538 1,671,952

6,102,827 6,257,254 6,635,955 8,197,230

7.501,219 7,600,498 8,072,493 9,869,182

18 642% 17.673% 17.795% 16 941%
50,844 93,540 104,352 68,620
149,641 151,087 136,159 152,388
200,485 244,627 240,511 221,008
25 361% 38 238% 43 388% 31 049%

2/ Residential Customer Charge included recovery of the first 2.1 Dth per month.
3/ 2011 15 excluded from the average for the Residential class because the recovery of the first 2.1 Dth was included with the Customer Charge

N
o
hey
Y

78,381,874
142,844,682
221,226,556

35.431%

11,089,775

44,105,641

65,195,416
20.092%

11,089,775
44,105,641
§5,195,418

20.092%

2,302,200
12,356,098
14,658,298

15.706%

1,714,800
9.623,494
11,338,294
15.124%

65,964
149,964
215,928
30 549%

6 Case

2015 Average 3/

79,308,588
164,470,180
243,778,768

32.533%

7,935,600
21,066,665
29,002,265

27 362%

3,480,768
29,155,815
32,636,583

10 665%

2,863,650
13,857,949
16,721,599

17 125%

2,250,000
10,983,906
13,233,906

17 002%

76,776

26,398
103,174
74 414%

37 084%

23 204%

20421%

16701%

17.196%

40 500%

Exhibit MJB-4
Page 10f 1
Witness M J Bell

Proposed
2016

92,376,747
188,584,659
280,961,406

32879%

7,935,600
25,336,204
33,271,804

23851%

4,166,770
32,220,500
36,387,270

11451%

3,175,216
15,391,886
18,567,102

17 101%

2,620,351
12,788,890
15,409,241

17 005%

76,776

26,398
103,174
74 414%

o]

[

-4 205%

0647%

-8 970%

0 400%

-0 191%

33914%
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Introduction

Please state your name and business address.

Kelley K. Miller, 290 Nationwide Blvd, Columbus, Ohio 43215.

By whom are you employed and in what capacity?

I am employed by NiSource Corporate Services Company (“NCSC”), as a Lead
Regulatory Analyst.

What are your responsibilities as a Lead Regulatory Analyst?

My primary responsibilities include providing support for regulatory filings for
several NiSource operating companies, including, but not limited to, Columbia Gas
of Pennsylvania, Inc. (“Columbia” or “the Company”), Columbia Gas of Maryland
and Columbia Gas of Massachusetts. The types of filings include rate cases and
various regulatory filings. My other regular duties include account reconciliations,
assisting in the planning process, providing assistance, training and oversight to
other regulatory analysts and other duties as assigned.

What is your educational and professional background?

I graduated cum laude from Ohio Wesleyan University with a Bachelor’s of Arts
degree in Accounting and Economics with Management Concentration in 1985. 1
began my professional career with the Columbia Gas System in Columbus, Ohio in
1986, beginning in the Management Information Department as an Accountant. I
was promoted to Senior Accountant in 1987 in the Consolidation Accounting

Department of the Columbia Gas System in Wilmington, Delaware. In 1989, I was
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offered and accepted a promotion to the position of Lead Accountant for Columbia
Gas of Ohio as a member of Columbia Distribution Company’s Financial
Accounting and Reporting Architecture Team. As a member of this team, I was
responsible for acting as a liaison between the Accounting departments and the
project team that designed and implemented new accounting systems including the
General Ledger, Employee Time Reporting and Labor Account Distribution. I
remained in this role until all new systems were implemented in 1993. At that time,
I was assigned the role of Lead Accountant, first for Columbia Gas of Maryland, and
then Columbia Gas of Pennsylvania. Responsibilities in this role included, but were
not limited to, coordinating the monthly closing process; preparing journal entries,
preparing financial statements and overseeing and preparing account
reconciliations. I remained in this role until 1997, when I decided to leave the
workforce to start a family. During the years from 1997 to 2009 I remained out of
full-time employment. In October of 2009, I accepted the position of Regulatory
Analyst for NCSC. In April 2011, I was promoted to Senior Regulatory Analyst and
in March of 2012, I was promoted to my current position as Lead Regulatory
Analyst.
Have you ever testified before a regulatory Commission?
Yes, I was the Cost of Service witness for Columbia Gas of Pennsylvania in Docket

Nos. R-2014-2406274 and R-2015-2468056.
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Statement of Purpose
Please describe the purpose of your testimony in this proceeding.
The purpose of my testimony is to present Columbia’s cost of service and to
quantify an existing revenue deficiency based on Twelve Months Ended December
31, 2017 operating costs and revenues, as adjusted. As part of the cost of service
analysis, my testimony supports all rate making adjustments to Columbia’s Cost of
Service Operating and Maintenance (“O&M”) expenses.
Would you please provide a listing of the exhibits that you are
sponsoring through your testimony?
Yes. For the historic test year, I am supporting Exhibit 1, Exhibit 2, Exhibit 4, and
Exhibit 408. For the future test year and fully forecasted rate year, I am sponsoring
Exhibit 101, Exhibit 102, Exhibit 104 (in coordination with Company witness
Krajovic (Columbia Statement No. 9), and Exhibit 414. All of these exhibits were
either prepared by me or under my direct supervision and control.
What test years will you be addressing in this testimony?
I will be addressing the twelve-month period ending November 30, 2015 as the
“historic test year” or “HTY”, the twelve-month period ending November 30, 2016
as the “future test year” or “FTY” and the twelve-month period ending December 31,
2017 as the “fully forecasted rate year” or “FFRY”.

What is the basis for Columbia’s claim for revenue deficiency?
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Columbia’s revenue deficiency is calculated utilizing a rate year ending December
31, 2017 for rate base, revenues and expenses, with pro forma adjustments for
known and measurable changes. This approach recognizes that a utility’s revenues
should be sufficient to recover the reasonably and prudently incurred costs of
providing safe and reliable service to its customers, including a reasonable
opportunity to earn a fair rate of return on the used and useful investment that the
utility has devoted to such service.
Would you please summarize the results of the cost of service
requirement and resulting revenue deficiency?
As indicated on Exhibit 102, Schedule 3, Page 5, Columbia has a revenue deficiency
of $55,257,002 based upon pro forma revenue requirement for the twelve months
ending December 31, 2017. Columbia’s computation of the revenue deficiency
reflects total rate base of $1,494,091,075. In addition, the computation of the
revenue deficiency reflects known and measurable changes to both utility operating
income and rate base, which are explained later in my testimony and in the
testimony of other Company witnesses.
How is your following testimony organized?
I will first address the HTY, Exhibit 2 and Exhibit 4, followed by a discussion of the

FTY and FFRY, Exhibit 102 and Exhibit 104.
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HTY - Exhibit 2 — Statement of Income
Please describe Exhibit 2, Schedule 3, Page 3.
This Exhibit is the statement of operating income, pro forma at present and
proposed rates, for the HTY. Column 2 reflects the per book operating revenue,
operating revenue deductions, income taxes and utility operating income for the
Company for the twelve months ended November 30, 2015. These amounts have
been adjusted to reflect pro forma operating income at HTY present rates in
Column 4. Column 5 adjustments are detailed in Exhibit 2, Schedule 3, Page 6.
Column 6 shows the resulting pro forma operating revenue, expenses and income
for the HTY at proposed rates.
Please describe the data inputs of Exhibit 2, Schedule 3, Page 3.
Operating revenues are supplied by Company witness Bell (Columbia Statement
No. 3) and are included on lines 1 through 10. Witness Bell also provides the level
of Gas Supply Expense and Off System Sales Expense that are included on lines 13
and 14. These two items are exactly offsetting to the level of revenue included in
this case and accordingly do not impact the base rate claim in this case; rates for
these items are determined in the Company’s annual gas cost proceedings. I am
supporting the Operating and Maintenance Expense level as presented on line 16.
Lines 17 and 18, Depreciation and Amortization and Net Salvage Amortized are
provided by Company witness Spanos (Columbia Statement No. 5). Taxes Other

Than Income, Income Taxes and Investment Tax Credit, lines 19, 22 and 23 have
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been provided by Company witness Fischer (Columbia Statement No. 10), and Rate
Base on line 25 has been provided by Company witness Paloney (Columbia
Statement No. 6). The Percentage Rate of Return at Proposed Rates on Line 26,
Column 6 is provided by Company witness Moul (Columbia Statement No. 8).
Each witness’ testimony provides detailed support for each of these items.
Please describe Exhibit 2, Schedule 3, Pages 4 through 6.
Page 4 shows pro forma interest expense as calculated by multiplying the Rate Base
shown in Exhibit 8 by the weighted cost of short and long term debt shown in
Exhibit 400, Schedule 1, Page 1.
Exhibit 2, Schedule 3, Page 5 shows the derivation of the Revenue Conversion
Factor on lines 8 through 17. The Revenue Conversion Factor is then utilized to
determine the Gross Revenue Requirement.
Page 6 shows the calculated adjustments to pro forma expenses and income taxes to
achieve the requested return on Rate Base of 8.15% shown on Exhibit 400 using the
HTY data.
HTY — Exhibit 4 - Operation & Maintenance nses
What are Columbia’s per books historic test year OXM Expenses?
In the HTY, Columbia recorded $166,718,012 in O&M expense exclusive of gas cost,
as shown on Exhibit 4, Schedule 1, Page 2, Column 1. The O&M data is presented in

a Cost Element format which provides a breakdown by cost causation.
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Did you make adjustments to the actual HTY O&M to reflect a pro
forma HTY O&M expense level?
Yes. I have prepared pro forma O&M expenses for this filing. The historic test year
level of O&M expense starts with O&M Expense per books, which was then
normalized and annualized to determine the pro forma level of O&M Expense as
summarized on Exhibit 4, Schedule 1, Page 2 and Column 5.
What types of adjustments are you proposing to the O&M expense?
I propose the following ratemaking adjustments to the HTY, each of which will be
explained in greater detail later on in my testimony:
a) The removal of Rate Case expense related to the Company’s prior base rate
proceeding;
b) The removal of all Polypipe related expenses and credits to expense;
c) Labor related adjustments to annualize normal payroll for employees as of
the end of the HTY;
d) An adjustment to incentive compensation;
e) Removal of the negative OPEB expense;
f) Annualization of building rents and leases;
g) Corporate insurance adjusted to latest known and measurable levels;
h) Injuries and Damages adjusted to reflect a five year average of cash
payments;

i) Company Memberships adjusted to latest known and measurable level;
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j) Removal of fuel used in company operations;

k) Advertising adjusted to remove non-recoverable items;

1) Adjust Commission fees to latest known and measurable level;

m) NCSC costs adjusted to annualize labor and incentive costs and remove non-

recoverable items;

n) Adjust deferred OPEB refund amortization to reflect the annualized level;

0) Adjust NCSC OPEB amortization level to reflect the annualized level;

p) Remove NiFiT expenses which are included in the NiFiT amortization;

@) Adjust NiFiT amortization to reflect the annualized level;

r) Removal of lobbying expenses;

s) Removal of Charitable Contributions;

t) Normalization of rate case expense;

u) Adjust Uncollectible expense;

v) Adjust USP Rider expense to match revenue; and

w) Interest on customer deposits.

A. Rate Case Expense Removal
Exhibit 4: Schedule 1, Page 2, Column 2; Schedule 2, Page 1.
Please provide a brief explanation of the adjustment to remove rate
case expense.
The HTY included actual rate case expenses related to the Company’s prior 2015

base rate proceeding, Docket No. R-2015-2468056. These expenses are removed,
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as rate case expense is included at a normalized level in Schedule 1, Page 2, Line 27
which is explained later in my testimony. The removal of these prior rate case costs

is detailed in Schedule 1, Column 2 as they impact several Cost Elements of O&M

expense.

B. Removal of Polypipe
Exhibit 4: Schedule, 1 Page 2, Column 3; Schedule 2, Page 2.

Please provide a brief explanation of the Polypipe adjustment.

In December 2012, the Company reached an agreement with a supplier of plastic
pipe that had a manufacturing abnormality that reduced its intended service life.
According to this agreement, the supplier will reimburse the Company for any costs
associated with Columbia’s remediation efforts.  Columbia concluded its
remediation efforts in August 2015. Both costs and reimbursement credits to
expense should be removed from the Cost of Service for ratemaking purposes. This
ratemaking practice is consistent with the removal of Polypipe related costs and
reimbursement credits in Columbia’s last three base rate cases. Since the HTY
includes both remediation costs and credits to reimburse the Company for these
costs, it is appropriate to remove both. This adjustment impacts Outside Services

and is detailed in Column 3 on Exhibit 4, Schedule 1.

C. Labor

Exhibit 4: Schedule 1, Page 2, Line 1; Schedule 2, Pages 3, 4 and 5.
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Please provide a brief explanation of the labor adjustments.
Labor costs in the historic test year were adjusted to reflect the annualized gross
base or normal wages of the 632 active Columbia employees as of November 2015.
The difference, or annualization adjustment, was further adjusted to net O&M
Expense by applying the labor capitalization ratio as provided on Exhibit No. 4,
Schedule 2, Page 7. The resulting adjustment of $1,605,711 as calculated in
Schedule 2, Page 3 is being added to the actual HTY labor expense level of
$27,414,523 in Schedule 1, Page 2. Total Pro Forma HTY labor expense level is

$20,020,234 as shown on Exhibit 4, Schedule 1, Page 2.

D. Incentive Compensation
Exhibit 4: Schedule 1, Page 2, Line 2; Schedule 2, Page 6

Please provide an explanation of the HTY incentive adjustment.
Columbia’s HTY per books incentive level of $2,017,163 was decreased by $251,009
to reflect the actual level of expense associated with incentive compensation paid in
2015. This adjustment removes any out of period true-ups for the prior year and
adjusts the accrual made in the test year to the experienced pay out level at the
claimed -capitalization percentage. Detail supporting the historic test year

adjustment is provided on Exhibit 4, Schedule 2, Page 6.

E. OPEB — Other Post Employment Benefits

Exhibit 4: Schedule 1, Page 2, Line 4; Schedule 2, Page 8
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Please describe the ratemaking adjustment for OPEB.
As established in the settlement of Columbia’s base rate proceeding at Docket No.
R-2012-2321748, Columbia will be permitted to continue to defer the difference
between the annual OPEB expense calculated pursuant to FASB Accounting
Standards Codification (“ASC”) 715, “Compensation — Retirement Benefits (SFAS
No. 106) and the annual OPEB expense allowance in rates of $0. Therefore, this
adjustment removes the credit OPEB expense of $758,524 to reflect an adjusted
expense level of $0, which matches the amount recovered in revenues. It is

important to note that the OPEB credit amount is an accounting calculation, and

the Company did not actually receive a credit payment.

F. Rents and Leases

Exhibit 4: Schedule 1, Page 2, Lines 7&8; Schedule 2, Page 9

How were rents and leases adjusted for the HTY?

Rents and leases were first separated into a) rents and leases related to buildings,
and b) other rents and leases including communications equipment and lines, office
machines and furnishings. Rents and leases attributable to contractual levels for
buildings were annualized on Exhibit 4, Schedule 2, Page 9 for a total of $1,390,874.
This amount was then reconciled with the per book test year level of $1,408,917.
The resulting adjustment was a reduction of $18,043. The remaining portion of

rents and leases includes communications equipment and lines, office machines,
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and other items. The historic test year level related to these is $782,856 and

remains unchanged.

G. Corporate Insurance
Exhibit 4: Schedule 1, Page 2, Line 9; Schedule 2, Page 10

Please explain the Corporate Insurance adjustment for the historic test
year.

Corporate insurance includes property insurance premiums, workers compensation
premiums, and other miscellaneous premiums. Most premium policies are on a
fiscal year ending June of each year. Most annual premium payments are generally
made during July and a few are made in November. The prepayment of these costs
are recorded and amortized over the appropriate fiscal period, typically July 1
through June 30. The HTY adjustment annualizes at the monthly November 2015
premium level. Detailed support for these adjustments has been provided on

Exhibit 4, Schedule 2, Page 10.

H. Injuries and Damages
Exhibit 4: Schedule 1, Page 2, Line 10; Schedule 2, Page 11
Was an adjustment made for injury and damages?
Yes. The HTY expense level for injury and damages of $394,152 represents an
amount including both actual experience and adjustments to an injury and

damages accrual account. A downward adjustment of $64,813 was made to
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represent a five (5) year average actual cash outlay experience in real dollars using a
Gross Domestic Product (“GDP”) Deflator. As in previous base rate cases, a 5 year
average is used because it more accurately reflects the injury and damages amount

actually paid. Detail supporting this adjustment is shown on Exhibit 4, Schedule 2,

Page 11.

I. Company Memberships

Exhibit 4: Schedule 1, Page 2, Line 12; Schedule 2, Page 12
Please explain the adjustments made for Company memberships.
The HTY expense for Company memberships has been adjusted for two items. The
adjustment of $611 was made to remove expenses that were inadvertently recorded
in the historic test year and to annualize American Gas Association dues. The

details of these adjustments are shown on Exhibit 4, Schedule 2, Page 12.

J. Utilities and Fuel Used in Company Operations

Exhibit 4: Schedule 1, Page 2, Line 13; Schedule 2, Page 13
What does the historic test year $426,795 adjustment for Utilities and
Fuel used in Company Operations represent?
This $426,795 decrease to total historic test year utilities and fuel used in company
operations was made to recognize inclusion of this amount as both recovery of gas
cost and gas purchase expense by Company witness Bell. Columbia includes the

expenses associated with gas used in company operations when establishing its gas
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cost recovery rates. The purchased gas is recorded as system supply and then
reclassified from gas purchase to O&M expense. Therefore, it is necessary to
remove the amount above from O&M for the purposes of calculating base rates and
appropriately show this same level of expense in gas purchase expense along with
an offsetting gas recovery level. The remaining historic test year level of $863,536

represents other utility costs, such as electric, not recovered through the 1307(f)

process.

K. Advertising

Exhibit 4: Schedule 1, Page 2, Line 14; Schedule 2, Page 14
Was advertising adjusted?
Yes. Columbia has made an adjustment to remove the expense associated with its
brand advertising campaigns because this type of advertising expense is not
recoverable in base rates. The Company has removed $172,528 of brand

advertising from HTY costs. Please see Exhibit 4, Schedule 2, page 14 for details.

L. Commission, OCA, OSBA Assessments
Exhibit 4: Schedule 1, Page 2, Line 18; Schedule 2, Page 15
Please explain the $69,941 adjustment to the HTY expense.
The adjustment is needed to increase the HTY expense to the most current invoice
amount for Commission, Office of Consumer Advocate and Office of Small Business

Advocate assessments. The normalized test year expense amount of $2,220,998
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reflects the most recent invoice amount (September 10, 2015) received as of the

submission of this base rate filing.

M. NiSource Corporate Services Company (“NCSC”)

Exhibit 4: Schedule 1, page 2, Lines 19 & 20; Schedule 2, pages 16-23
Please explain the structure and role of NCSC.
NCSC is a subsidiary of NiSource and an affiliate of Columbia within the NiSource
corporate organization. NCSC provides a range of services to the individual
operating companies within NiSource, including Columbia, and also coordinates
the allocation and billing of charges to the NiSource operating companies for
services provided by both NCSC directly and by third-party vendors. NCSC was
established to provide centralized services economically and efficiently. The
rendering of services on a centralized basis enables Columbia to realize substantial
economic and other benefits including efficient use of personnel and equipment,
and the availability of personnel with specialized areas of expertise.
Is there a contract between Columbia and NCSC?
Yes. A copy of the Service Agreement is provided as Exhibit 4, Schedule 11,
Attachment B. Other detailed information regarding NCSC is also provided as a
part of Exhibit 4, Schedule 11.
How are NCSC'’s costs billed to affiliates?
There are two types of billings made to affiliates, including Columbia: 1) contract

billing; and 2) convenience billing. Contract billings are identified by billing pool
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and represent labor and expenses billed to the respective affiliate. Contract billed
charges may be direct (billed directly to a single affiliate) or allocated (split between
or among several affiliates), depending on the nature of the expense. Convenience
billing reflects payments that are routinely made on behalf of affiliates on an
ongoing basis, including employee benefits, corporate insurance, leasing, and
external audit fees. Each affiliate is billed on a monthly basis for its proportional
share of the payments made in that respective month. As the name implies,
convenience billing is intended as a convenience to vendors because it eliminates
the need for a separate invoice to be generated for each affiliate entity receiving the
same services.
How does NCSC determine charges applicable to Columbia?
NCSC was regulated by the Securities Exchange Commission under the Public
Utility Holding Company Act of 1935 until February 8, 2006, when the Public
Utility Holding Company Act of 2005 (“PUHCA 2005”) was enacted. PUHCA 2005
transferred regulatory jurisdiction over public utility holding companies from the
SEC to Federal Energy Regulatory Commission (“FERC"). Pursuant to FERC Order
No. 684, issued October 19, 2006, centralized service companies (like NCSC) must
use a cost accumulation system, provided such system supports the allocation of
expenses to the services performed and readily identifies the source of the expense
and the basis for the allocation. In compliance with PUHCA 2005 and FERC, NCSC

accumulates costs that are applicable and billable to affiliates, including Columbia.



(= NS B .

~

10
11
12
13
14
15
16
17
18
19
20

21

K. K. Miller
Statement No. 4
Page 17 of 45

Please describe the controls in place to ensure that an affiliate is
consistently and appropriately billed.

NCSC allocates costs for a particular billing pool in accordance with the bases of
allocation that have been previously approved by the SEC and filed annually with
the FERC. A description of each of the bases of allocations are provided in the
Service Agreement. NCSC currently updates the statistical data used in the
approved allocation bases, at minimum, on a semi-annual basis; and furthermore,
prior to publishing the new allocation percentages, NCSC provides Columbia’s
leadership team the opportunity to review, discuss, and provide feedback.
Additionally, Internal Audit conducts an annual review of cost allocation
procedures and makes recommendations related to contract and convenience
billing processing,.

Has the FERC conducted an audit of NCSC, its billing system and
allocation methodologies?

Yes. NiSource Inc., including NCSC, underwent a FERC audit, Docket No. FA11-5-
000, which covered the period January 1, 2009, through December 31, 2010. The
Final Audit Report was issued by the FERC on October 24, 2012. As indicated in the
Final Report, the Audit Staff reviewed and tested the supporting details for NCSC'’s
cost allocation methods. They then sampled and selected supporting documents to

ensure that NCSC’s billings and accounting comply within the USOA (Uniform
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System of Accounts). FERC did not issue any adverse comments to NCSC related to

its allocation methods.

Please explain NCSC - Shared Services.

The first category, Shared Services, includes costs associated with the more
traditional services that are provided by a service company, such as Accounting and
Finance, Legal Services, Real Estate and Facilities, Information Technology, Human
Resources, Executive, and Supply Chain.

Please explain NCSC — Shared Operations.

The second category, Shared Operations, includes costs that are typically
operational in nature or specialized, but because these groups serve all of
NiSource’s Operating companies, they are now a part of NCSC. These groups
provide services such as Engineering, Pipeline Safety & Compliance, Technical
Training, Rates and Regulatory Support, Call Center, Sales and Marketing, Gas
Control, etc.

Are you sponsoring the adjustments made on Exhibit 4, Schedule 1,
Page 2 to NCSC - Shared Services?

Yes. The following adjustments have been made to NCSC - Shared Services charges
for ratemaking purposes for the HTY and are summarized on Exhibit 4, Schedule 2,

Page 16:
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a) Adjustment to Incentive Compensation for actual incentive compensation
paid in 2015;
b) Annualization of Labor, Payroll Taxes & Benefits;
¢) Removal of “Phantom Stock”;
d) Removal of Non-recoverable Items and Non-recurring Items.
Please provide a brief overview of Exhibit 4, Schedule 2, Page 16.
Page 16, line 1 states the gross NCSC — Shared Services charges in the HTY. A
portion of these costs are recorded to non-O&M accounts (primarily to capitalize
information technology investments). Line 2 details the charges transferred to
balance sheet or non-utility expenses. The HTY O&M costs generated from NCSC -
Shared Services billings is $31,675,341.
Please explain the various adjustments made to the actual HTY O&M
costs.
Continuing on Exhibit No. 4, Schedule No. 2, Page 16, Lines 4 through 13 reflect
adjustments made to the actual HTY O&M expense as follows:
Line 4 — Adjusts the NCSC - Shared Services Incentive Compensation to the level
paid in 2015 using the latest percentage of NCSC loaded labor charges to Columbia.
This calculation is detailed on Page 17.
Line 5 - Annualizes gross NCSC — Shared Services labor, payroll taxes and benefits

as detailed on Page 18, net NCSC - Shared Services labor, payroll taxes and benefits
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adjustment is determined by applying the percentage of NCSC — Shared Services
labor charged to O&M and derived on Exhibit 4 Schedule 2 Page 18 Line 14.
Lines 7 — 12 — Non-Recoverable Items that were included in the HTY are removed
in the pro forma HTY expense claim.
Line 13 — Non-recurring items that were included in the HTY are removed from the
pro forma HTY expense claim.
Are you sponsoring the adjustments made on Exhibit 4, Schedule 1,
Page 2 to NCSC - Shared Operations?
Yes. The following adjustments have been made to NCSC - Shared Operations
charges for ratemaking purposes for the HTY and are summarized on Exhibit 4,
Schedule 2, Page 20:
a) Adjustment to Incentive Compensation for actual incentive compensation
paid in 2015;
b) Annualization of Labor, Payroll Taxes & Benefits;
¢) Removal of Non-recoverable Items and Non-recurring Items.
Please provide a brief overview of Exhibit 4, Schedule 2, Page 20.
Page 20, line 1 states the gross NCSC — Shared Operations charges in the HTY. A
portion of these costs are recorded to non-O&M accounts (primarily capitalized in
Account 107 Construction Work in Progress for support of the infrastructure

investments). Line 2 details the charges transferred to balance sheet or non-utility
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expenses. The HTY O&M costs generated from NCSC — Shared Operations billings
is $21,374,393.

Please explain the various adjustments made to the actual HTY O&M
costs.

Continuing on Exhibit No. 4, Schedule No. 2, Page 20, Lines 4 through 12 reflect
adjustments made to the actual HTY O&M expense as follows:

Line 4 — Adjusts the NCSC - Shared Operations Incentive Compensation to the
level paid in 2015 using the latest percentage of NCSC loaded labor charges to
Columbia. This calculation is detailed on Page 21.

Line 5 - Annualizes gross NCSC — Shared Operations labor, payroll taxes and
benefits as detailed on Page 22, net NCSC — Shared Operations labor, payroll taxes
and benefits adjustment is determined by applying the percentage of NCSC —
Shared Operations labor charged to O&M and derived on Exhibit 4 Schedule 2 Page
22 Line 15.

Lines 6 — 11 — Non-Recoverable Items that were included in the HTY are removed
in the pro forma HTY expense claim.

Line 12 — Non-recurring items that were included in the HTY are removed from the

pro forma HTY expense claim.

N. Deferred OPEB Refund Amortization

Exhibit 4: Schedule 1. Page 2, Line 21; Schedule 2, Page 24
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Has the HTY been adjusted to reflect the appropriate amount of
deferred OPEB refund amortization?

Yes. According to the Settlement in the Company’s prior base rate proceeding,

Docket No. R-2015-2468056, annual amortization for Deferred OPEB Refund

Amortization is $114,640. The details of this adjustment are found on Exhibit 4,

Schedule 2, Page 24.

0. NCSC OPEB Amortization

Exhibit 4: Schedule 1, Page 2, Line 22; Schedule 2, Page 25

Has the HTY been adjusted to reflect the appropriate amount of NCSC
OPEB amortization?

Yes. According to the Settlement in the Company’s 2012 base rate proceeding,
Docket No. R-2012-2321748, the Company is permitted to amortize the regulatory
asset of $903,131 associated with the transition of NCSC from a cash to accrual
basis for OPEBs, over a ten year period, or $90,313 annually. Exhibit 4, Schedule 2,
Page 25 shows that no adjustment is required as the HTY correctly reflects the

annualized level of amortization expense of $90,313.

P. NiFiT Expense
Exhibit 4: Schedule 1, Page 2, Line 23; Schedule 2, Page 26

Please explain the adjustment to NiFiT Expense.
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Per the Settlement approved at Docket No. R-2012-2321748, Columbia was allowed
amortization recovery of the estimated non-labor NiFiT expenses over a four-year
period. Upon approval of the settlement by the Commission, Columbia removed all
non-labor NiFiT expenses to date by deferring the expenses to a regulatory asset. In
January 2014, Columbia reached the maximum amount of the allowed deferral
according to the Settlement; additional non-labor NiFIT costs were expensed. Per
the Settlement approved in Docket No. R-2014-2406274, the total amount of
estimated non-labor expenses that could be deferred and amortized was adjusted to
reflect additional eligible costs incurred beginning in January 2014. The entry that
was required to remove the additional non-labor NiFit expenses of $530,495 and
defer the expenses to the regulatory asset was made in December 2014, which falls
within the HTY. Exhibit 4, Schedule 2, Page 26 identifies the amount of non-labor

NiFiT expense (a credit) that needs to be removed from the HTY.

Q. NiFiT Amortization

Exhibit 4: Schedule 1, Page 2, Line 24; Schedule 2, Page 27
Please explain the NiFiT Amortization adjustment.
According to the Settlement in the Company’s prior base rate proceeding, Docket
No. R-2015-2468056, the Company is permitted to defer and amortize over a three
year period, non-labor start-up costs of the new financial software of $1,260,764,

which was the remaining level of non-labor expense. NiFiT Amortization has been
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adjusted to this new level of $420,255. Please see Exhibit 4, Schedule 2, Page 27 for

the details of this adjustment.

R. Lobbying Expense

Exhibit 4: Schedule 1, Page 2, Line 25; Schedule 2, Page 28
Please describe the lobbying expense adjustment.
An adjustment has been made for the removal of lobbying expenses related to labor
as well as other O&M cost drivers. As such, this adjustment has not been
categorized by cost driver but instead is shown as a stand-alone line item on Exhibit
4, Schedule 1, Page 2, Line 25. Detail for this adjustment is provided on Exhibit 4,

Schedule 2, Page 28.

S. Charitable Contributions

Exhibit q: Schedule 1, Page 2, Line 26; Schedule 2, Page 29
How were charitable contributions treated as a cost of service item?
Charitable contributions are normally booked below the line in a non-utility
account and are not a part of Columbia’s claim as a cost of service item. Please see
Exhibit 4, Schedule 2, page 29 for the details of removing any contributions that

were inadvertently booked above the line.

T. Rate Case Expense Normalization

Exhibit 4: Schedule 1, Page 2, Line 27; Schedule 2, Page 30
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Has the Company included a normalized level of rate case expense in its
HTY Cost of Service?

Yes. The approved rates from the Company’s last rate case include an amount for

recovery of rate case expenses. As explained previously, actual rate case expense

from the Company’s prior rate case has been removed from pro forma HTY

expense. I have included a normalized level of rate case expense based on the

proposed rate case expense normalization included in this current case as

determined on Exhibit 4, Schedule 2, and Page 30. The Company is using a one

year normalization period due to annual base rate cases.

U. Uncollectible Accounts Expense

Please explain Columbia’s claim for recovery of uncollectible accounts
expense.

Two major categories of uncollectible accounts have been recorded historically and
have been represented in the development of cost of service support. These two
categories are “normal” (or non-CAP) uncollectible accounts and Customer
Assistance Program (“CAP”) uncollectible accounts.

Normal uncollectible accounts expense has been developed on Exhibit 4, Schedule
2, Page 31 for the HTY. The CAP uncollectible accounts expense related to the CAP
shortfall has been developed and is included in Total USP Rider on Exhibit 4,
Schedule 2, Page 34 for the HTY.
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V. Normal Uncollectible Accounts

(Uncollectible Accounts & Uncollectible Accounts — Unbundled gas)

Exhibit 4: Schedule 1, Page 2, Line 28 & 29; Schedule 2, Pages 31 — 33
Please explain the development of the HTY normal uncollectible
accounts expense.
Exhibit 4, Schedule 2, pages 31 through 33 set forth the development of a
percentage for uncollectible accounts related to normal charge offs recovered
through base rates.
The write off percentage for charge offs related to normal customers recovered
through base rates is calculated based on comparing the three-year average of
write-offs for normal uncollectible accounts expense to billed revenue. Several
adjustments to billed revenue are necessary to develop the write off percentage.
First, account write-offs lag billed revenue by approximately 120 days or 4 months.
This lag in days includes consideration for the time between original billing and an
account being placed into final status, as well as consideration for the average time
between an account being placed into final status and termination of service, which
is when the account is written-off. I have used billed revenue for the twelve months
ended July of each year to appropriately reflect the lag (4 months) between the
billing and write-off of accounts.
Additionally, I have provided on Page 32 the average write-off rate for Residential

customers as well as the combined write-off rate for Commercial and Industrial
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customers. This information was utilized by Company witness Bell in the
development of the Merchant Function Charge.
What other adjustments have been made to billed revenue?
Columbia’s Distributive Information System (“DIS”) billing system is used to bill all
residential and small business accounts and, therefore, includes revenues applicable
to CAP customer accounts. Exhibit 4, Schedule 2, Line 2 of Page 31, titled as, “Total
DIS Billed Revenue,” has been adjusted to remove the revenue associated with
Columbia’'s CAP (Page 31, Line 3), as CAP uncollectibles are accounted for
separately. Exhibit 4, Schedule 2, Line 4 of Page 31 represents Adjusted DIS Billed
Revenue that relates to the net write-offs as shown on Exhibit 4, Schedule 2, Line 9
of Page 31.
How were the net write-offs shown on Line 9 developed?
The net write-offs shown on Exhibit 4, Schedule 2, Line 9 of Page 31 represent the
summation of gross charge-offs and recoveries for all customers billed through DIS.
How are the adjusted billed revenue and net write-off amounts used in
the development of normal uncollectibles?
The three years of adjusted revenue is added together to generate the total revenue
as shown on Line 4. Similarly, a three year total is developed for net write-offs. An
uncollectible rate is then calculated by dividing the total net write-off by the total
adjusted revenue. This rate, which is shown on line 10, is then applied to the

annualized DIS revenue as provided by witness Bell for the historic test year. The
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result is Columbia’s adjusted historic test year normal uncollectibles for DIS billed
customers, line 16.
Does this fully describe all adjustments made to the historic test year
normal uncollectible expense?
No. DIS is one of three billing systems used to bill revenue related to normal
uncollectible write-offs. The other billing systems, the Gas Transportation System
(“GTS”) and Gas Measurement Billing (“GMB”), are used to bill larger customers
including chart read customers, daily read customers, customers with multiple rate
components, and non-CHOICE transportation customers. A three year average net
write-off was developed for uncollectible accounts related to these larger customers.
Columbia did not include these write-off amounts in the calculation of a net write-
off rate, as was done for DIS billed accounts, because larger customer write-offs
occur infrequently, but can produce disproportionate write-off amounts when they
do occur, as can be seen in the three-year experience write offs for this type of
customer.
Please summarize Columbia’s proposed normal historic test year
uncollectible accounts expense adjustments.
The historic normal uncollectible adjustment is a decrease to expense of $330,195
as shown on Exhibit 4, Schedule 1, Page 2, Lines 28 and 29. This amount has been

developed by comparing an annualized DIS, GTS, and GMB net write-off as
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described above and comparing that to the normal uncollectible expense level as

recorded in Columbia’s test year ending November 30, 2015.

W.Rider USP Costs

(Uncollectible CAP — Rider USP & Rider USP — LIURP/Energy Efficiency)
Exhibit 4: Schedule 1, Page 2, Line 30; Schedule 2, Page 34

Are you sponsoring an adjustment for Rider USP costs as well?
Yes. A Rider USP adjustment has been made to the HTY as shown on Exhibit 4,
Schedule 2, Page 34.
Please explain the test year adjustment.
The adjustment is a result of the matching of expenses to revenue, as Rider USP is a
fully reconciled mechanism. As calculated in Exhibit 3, Page 10, Rider USP
revenues are $21,596,644 for the normalized HTY. Consequently, the adjustment
reflects changes that are necessary to match the expense with the revenues as
determined by Company witness Bell. As a result, the Rider USP net impact to
operating income is zero with the expense offsetting revenues. Therefore, Rider

USP costs do not impact the base rate increase requested in this case.

X. Interest on Customer Deposits
Exhibit 4: Schedule 1, Page 2, Line 31; Schedule 2, Page 35

Please explain the adjustment for Interest on Customer Deposits.
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An adjustment for interest on customer deposits is necessary to recognize the
expense related to interest recorded on customer deposits not included in O&M
Expense on the books and records of Columbia. Customer deposits are considered
a source of capital in Columbia’s rate base for this case and, as such, reduce rate
base. This adjustment is made to recognize the expense related to this source of
capital. The adjustment reflects the 3% interest rate on customer deposits
established under Chapter 14 of the Public Utility Code applied to the average
customer deposit balance. No further adjustment is made to this item for either the
future test year or the fully forecasted rate year, because the Company has made no
projection of changes to the balance of customer deposits.
FTY/FFRY — Exhibit 102 — Statement of Income
Is Exhibit 102 presented in the same format as Exhibit 2?
Yes. Exhibit 102, Schedule 3 is a Statement of Income based on FTY, FFRY and
Proposed Rates. Exhibit 102, Schedule 3, Page 3 as referenced earlier in my
testimony when describing Exhibit 2, Schedule 3, Page 3, utilizes data that has been
provided by other witnesses in this case to determine a revenue requirement. This
Exhibit begins with the FTY at present rates in Column 2 and the FFRY in Column
4. Adjustments in Column 5 are then made to determine the FFRY at proposed
rates in Column 6. Column 5 shows the revenue requirement of $55,257,002

necessary to achieve a reasonable opportunity to earn a fair rate of return. The
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various exhibits in support of the adjustments at present and proposed rates are
identified in Columns 1 and 3.
Please explain Exhibit 102, Schedule 3, Page 4.
This page calculates synchronized interest expense based upon the FTY rate base
multiplied by the weighted cost of debt in Lines 1 through 4 and similarly based on
the FFRY year rate base multiplied by the weighted cost of debt in Lines 5 through
8.
Please explain Page 5 of Exhibit 102, Schedule 3.
This page presents the calculation of the required revenue increase of $55,257,002
using the revenue conversion factor. The revenue conversion factor accounts for
additional normal uncollectible expense of $705,946 generated by Columbia’s
requested increase in revenues as calculated on page 6 of Exhibit 102 as well as
additional Late Payments Fees of $134,169, which is calculated by first determining
an experience rate of Late Payments Fees at present rates. This is done by dividing
the amount of total Late Payment Fees on Exhibit 102, Schedule 3, Page 3, Column
4, Line 10 by Total Sales and Transportation Revenues on Exhibit 102, Schedule 3,
Page 3, Column 4, Line 8. This experience factor is then applied to the Additional
Revenue Requirement on Line 1 of Exhibit 102, Schedule 3, Page 6 to determine the
additional Late Payment Fees.
The effective State Income Tax rate has been recalculated and reflects differences in

the tax net operating loss positions.
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FTY/FFRY - Exhibit 104 — Operations and Maintenance Expense
Did you utilize a budget-based methodology to determine O&M Expense

for the FTY and the FFRY as Columbia has done in the prior base rate
proceeding?

Yes. FTY and FFRY levels of O&M expense begin with the budget as supplied and
supported by Company witness Krajovic (Columbia Statement No. 9). A month by
month presentation can be found on Exhibit 104, Schedule 1, Pages 5 and 6.
Ratemaking adjustments have been made to normalize and annualize the budget to
arrive at Pro Forma O&M Expenses.

Please describe Exhibit 104, Schedule 1.

Exhibit 104, Schedule 1 contains a total of six pages and provides a clear distinction
between “Budget Adjustments” and “Ratemaking Adjustments” for both the FTY
and the FFRY. Company witness Krajovic is supporting all budget adjustments,
while I am supporting all ratemaking adjustments.

Please provide a brief description of each of the 6 pages of Exhibit 104,
Schedule 1.

Page 1 references pages 2 — 6 of the Exhibit.

Page 2 is the summary view of O&M Expense for all test years in this case. Column 1
presents the Normalized HTY, Column 3 presents the Normalized FTY and Column
5 presents the Normalized FFRY. Columns 2 and 4 provide both the budget

adjustments and the rate making adjustments that adjust the HTY to the FTY and
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the FTY to the FFRY.
Pages 3 and 4 are formatted in a similar manner. Page 3 contains details for the
FTY; while page 4 contains the details for the FFRY. Page 3 starts with the
Normalized HTY in column 1, followed by the Budget Adjustments & References
(Columns 2 and 3) that adjust from the Normalized HTY to the Budgeted FTY
(Column 4) which is supported by Company witness Krajovic. Columns 5 and 6
provide Rate Making Adjustments and References followed by the Normalized FTY
(Column 7). Similarly, Page 4 provides the details for the FFRY, starting with the
Normalized FTY (Column 1; from page 3) followed by the Budget Adjustments &
References (Columns 2 and 3) that adjust from the Normalized FTY to the
Budgeted FFRY (Column 4) which is also supported by Company witness Krajovic.
Columns 5 and 6 provide Rate Making Adjustments and References followed by the
Normalized FFRY (Column 7).
Pages 5 and 6 provide the monthly Budget Data for FTY (Page 5) and FFRY (Page
6); supported by witness Krajovic.
Did you utilize the O&M budget for all the O&M items on Exhibit No.
104?
No. Lines 1 through 24 on Exhibit No. 104, Schedule No. 1, Column 4, Pages 3 and
4 reflect the O&M budget data used in the FTY and FFRY periods. The O&M
budget data was not utilized for the cost items noted on Lines 26 through 31 of

these same pages. These items include:
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e Line 26 — Rate Case Expense — the amounts reflect normalized costs
associated with the current case that should be included in the revenue
requirement in this case.

¢ Lines 27— Uncollectible Accounts — the uncollectible expense is reflective of
the standard practice of using a 3 year average of charge-off experience of
FTY and FFRY revenues as provided by Company witness Bell.

e Lines 28 & 29 — Uncollectible Accounts — Unbundled — Gas & Total Rider
USP - the amounts are adjusted to reflect the amounts included in revenues
as provided by Company witness Bell.

e Line 30 — Interest on Customer Deposits — this item is not included in the
O&M budget.

e Line 31 — Other Adjustments — these items were not identified in time to be
included in the O&M budget that was used as the starting point for the FFRY
period.

What types of adjustments are you proposing to O&M expense for the
FTY and FFRY?

I propose the following ratemaking adjustments to determine Pro Forma O&M
Expense for the FTY and FFRY, which I will explain in detail later on in my
testimony:

a) Annualization of Company Labor;

b) Adjust Pension expense to reflect a two year average of cash contributions;
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¢) Removal of the negative OPEB expense;
d) Annualization of building rents and leases;
e) Injuries and Damages adjusted to reflect HTY plus inflation;
f) Removal of fuel used in company operations;
g) Advertising adjusted to a normalized level of recoverable expense;
h) NCSC costs adjusted to annualize labor and remove non-recoverable items;
i) Adjust deferred OPEB refund amortization to reflect the annualized level;
j) Adjust NiFiT amortization to reflect the annualized level;
k) Removal of lobbying expenses;
1) Normalization of rate case expense;
m) Adjust Uncollectible expense;
n) Adjust Rider USP expense to match revenue;

o) Other Adjustments to the FFRY.

A. Labor

Exhibit 104: Schedule 1, Page 2, Line 1; Schedule 2, Page 1
Please provide a brief explanation of the labor adjustments.
Columbia has determined annualization adjustments for the FTY of $379,769 and
for the FFRY of $336,714. These adjustments are for normal pay increases only, for
labor charges prior to the timing of the annual budgeted increases, and reflect an
O&M percentage of 58.10% which is the same percentage as used in the Budget for

items that have been adjusted from gross amounts to net O&M expense.
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B. Pension Expense

Exhibit 104: Schedule 1, Page 2, Line 3; Schedule 2, Page 2
What is the basis for the Company’s qualified Pension claim?
The Company’s claim for the qualified pension expense is based on Pension
Contributions made by the Company to the Pension trust. Specifically, the gross
claim is based on a two year average of the gross Pension contributions. These
gross amounts are then adjusted to expense based on the O&M percentage rate.
Please explain the calculation of the future test year qualified pension
adjustiment.
Columbia’s FTY expense was adjusted to reflect the average annual contributions
using a 2-year average ending November 30, 2016 — Exhibit No. 104, Schedule No.
2, Page 2, Line 5. Further, Line 7 calculates the net portion charged to O&M. An
adjustment is determined when compared to the amount included in the budget,
Line 8. Included in the 2-year average are projected pension contributions as
provided by AON Hewitt and provided on Exhibit 104, Schedule 2, Page 3.
Please explain the calculation of the FFRY qualified pension
adjustment.
Columbia’s fully forecasted rate year expense was adjusted to reflect the average
annual contributions using a 2 year average ending December 31, 2017 — Exhibit
No. 104, Schedule No. 2, Page 2, Line 14. Further, Line 16 calculates the net portion

charged to O&M. An adjustment is determined when compared to the amount
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included in the budget, Line 17. Included in the 2 year average are projected
pension contributions as provided by AON Hewitt and provided on Exhibit 104,

Schedule 2, Page 3.

C. OPEB - Other Post Employment Benefits
Exhibit 104: Schedule 1, Page 2, Line 4; Schedule 2, Page 4
Please explain the ratemaking for OPEB Expense as approved in the
Company’s last rate case.
Provision Nos. 53 and 54 of the settlement agreement of the Company’s last base
rate case address this subject by stating:

53.  As established in the settlement of Columbia’s base
rate proceeding at R-2012-2321748, Columbia will be
permitted to continue to defer the difference between the
annual OPEB expense calculated pursuant to FASB
Accounting Standards Codification (“ASC”) 715,
Compensation — Retirement Benefits (SFAS No. 106) and the
annual OPEB expense allowance in rates of $0. Only those
amounts attributable to operation and maintenance would be
deferred and recognized as a regulatory asset or liability. To
the extent the cumulative balance recorded reflects a
regulatory asset, such amount will be collected from
customers in the next rate proceeding over a period to be
determined in that rate proceeding. To the extent the
cumulative balance recorded reflects a regulatory liability,
there will be no amortization of the (non-cash) negative
expense, and the cumulative balance will continue to be
maintained.

54. Commencing with the effective date of rates,
Columbia will deposit amounts in the OPEB trusts when the
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1 cumulative gross annual accruals calculated by its actuary

2 pursuant to ASC 715 are greater than $0. If annual amounts

3 deposited into OPEB trusts, pursuant to this Settlement,

4 exceed allowable income tax deduction limits, any income

5 taxes paid will be recorded as negative deferred income taxes,

6 to be added to rate base in future proceedings.

7

8

9 Q. Isthe Company proposing a change to these provisions?
10 A No. The cumulative OPEB expense at the end of the HTY is less than zero and the
11 expected on-going OPEB expense continues to reflect credit expense. Therefore,
12 the Company proposes to continue using this ratemaking treatment for OPEB
13 expense.

14 Q. Do the ratemaking adjustments for OPEB Expense as presented on

15 Exhibit 104, Schedule 2, Page 4 comply with the provisions as listed
16 above?

17 A.  Yes, the FTY and FFRY adjustments remove from the budgets the credit OPEB

18 expense of $860,000 and $859,000, respectively to reflect an adjusted expense
19 level of $0. I emphasize that these credit amounts are not projected cash receipts,
20 but just accounting credits.

21 D. Rents and Leases

22 Exhibit 104: Schedule 1, Page 2, Line 7; Schedule 2, Page 5

23 Q. Please explain the adjustment to rents and leases for the FTY and FFRY.
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Known changes to building leases were included on Exhibit 104, Schedule 2, Page 5
resulting in an increase of $494,803 for the FTY claim and an increase of $9,248 for
the FFRY claim. Please see Company witness Krajovic’s testimony for more detail

regarding rents and leases.

Injuries and Damages

Exhibit 104: Schedule 1, Page 2, Line 9; Schedule 2, Page 6
Was an adjustment made for injuries and damages?
Yes. The FTY and FFRY expense levels for injury and damages were adjusted to
reflect the pro forma HTY claim of $329,339 plus applicable inflationary
adjustments. As stated earlier in my testimony, the pro forma HTY claim reflects

the average claim payments for the five years ending November, 30, 2015.

Utilities and Gas Used in Company Operations

Exhibit 104: Schedule 1, Page 2, Line 12; Schedule 2, Page 7
Please explain the adjustment for Gas Used in Company Operations.
The FTY and FFRY O&M budget amounts include costs associated with Gas Used in
Company Operations. In a manner similar to what was done in the HTY pro forma
adjustments, an adjustment is also needed to eliminate these costs in the FTY and
FFRY periods. The adjustments were calculated using the HTY adjustment level

plus an inflationary adjustment.
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1 G. Advertising
2 Exhibit 104: Schedule 1, Page 2, Line 13; Schedule 2, Page 8
3 Q. Please explain the adjustment for Advertising.
4 A The FTY and FFRY O&M budget amounts are not prepared at a level that identify
5 the specific types of advertising. The HTY advertising included a portion of non-
6 recoverable advertising, so for the future periods I have made adjustments to
7 include a representative level of recoverable advertising. In a manner similar to the
8 adjustment for Injuries and Damages, the pro forma level of HTY Recoverable
9 Advertising was adjusted for inflation and included as the Advertising claim for the
10 FTY and FFRY periods. This includes making significant reductions to the levels of
11 advertising expense in the Budget for both periods.
12 H. NiSource Corporate Services Company “NCSC”
13 Exhibit 104: Schedule 1, Page 2, Lines 18 & 19; Schedule 2, Pages 9 - 14

14 Q. Are you sponsoring any ratemaking adjustments to NCSC for the FTY
15 and FFRY?

16 A Yes. In a manner similar to the HTY, NCSC Budget and Ratemaking has been

17 broken out into two categories of Expense: NCSC — Shared Services and NCSC -
18 Shared Operations. Exhibit 104, Schedule 2, Page 9 summarizes the ratemaking
19 adjustments to NCSC - Shared Services for the FTY and FFRY; ratemaking

20 adjustments for NCSC - Shared Operations are summarized on page 12.
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I have made adjustments to annualize labor and to remove non-recoverable items

for both future periods. Pages 10 and 13 provide adjustments to annualize labor;

the annualization is similar to the adjustments that I am proposing on Exhibit 104,

Schedule 2, Page 1 for Company labor. The FTY adjustment represents 3% of

budgeted labor charges from December 2015 through May 2016, which annualizes

labor for the months prior to the budgeted annual 3% increase to labor which

occurs on June 1. In a similar fashion, the FFRY has been adjusted to include 3% of
budgeted labor charges for January 2016 through May 2017.

Pages 11 and 14 determine the adjustments for the removal of non-recoverable

items. These adjustments are based upon the HTY level of expense, plus

incremental adjustments that are produced by using inflation factors.

OPEB Deferral Passback Amortization Adjustment

Exhibit 104: Schedule 1, Page 2, Line 20; Schedule 2, Page 15
Please explain the level of OPEB Deferral Passback Amortization in the
FTY claim.
The FTY amortization has been adjusted to reflect the actual amortization as stated
in the settlement agreement in the last base rate case, Docket No. R-2015-2468056.
Please explain the level of OPEB Deferred Passback Amortization in the
FFRY claim.
The estimated OPEB deferral balance at January 1, 2017 (the commencement of the

FFRY period) is anticipated to be $0, therefore the budgeted amount of $229,000
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was removed. The estimated January 1, 2017 balance of $0 is calculated on Line 12

of Exhibit 104, Schedule 2, Page 15.

NiFiT Non-Labor Amortization Adjustment

Exhibit 104: Schedule 1, Page 2, Line 23; Schedule 2, Page 16
What is the adjustment to the FTY for NiFiT Non-Labor Amortization?
The FTY expense has been adjusted to reflect the actual amortization for this item
as it was stated in the last rate case order: $1,260,764 over a three year period or
$420,252.
Does the Company propose to revise the amortization for the FFRY
period?
No, the FFRY level of amortization has also been adjusted to the approved annual

amortization of $420,252.

Lobbying Expense
Exhibit 104: Schedule 1, Page 2, Line 24; Schedule 2, Page 17
Please describe the lobbying expense adjustment.
An adjustment has been made for the removal of lobbying expenses. The FTY and

FFRY adjustments are based upon the HTY level of expense adjusted for inflation.

Normalization — Rate Case Expenses
Exhibit 104: Schedule 1, Page 2, Line 26; Schedule 2, Page 18

Has Columbia included an adjustment for rate case expense?
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Yes. Exhibit 104, Schedule 2, Page 18 sets forth the Company’s claim for rate case
expenses. The estimated expenses for this rate case reflects costs to be incurred for
Columbia’s cost of capital witness, depreciation witness, outside counsel, and
incremental costs associated with legal notices, employee expenses and duplicating.
The entire rate case expense included for normalization is $1,030,000. Columbia

proposes to normalize these costs over 12 months.

M. Normal Uncollectible Accounts Expense

(Uncollectible Accounts & Uncollectible Accounts — Unbundled gas)

Exhibit 104: Schedule 1, Page 2, Line 27 & 28; Schedule 2, Page 19
Please explain the FTY and FFRY claim for normal uncollectible
accounts expense.
I have utilized the Uncollectible Accounts Average Write-off Rate as developed on
Exhibit 4, Schedule 2, Page 31 which represents a three year average experience of
net write-offs as a percentage of billed DIS revenues. This rate is applied to
annualized FTY/FFRY DIS revenues after adjusting for CAP revenue, to arrive at
Total DIS Uncollectible Accounts Expense for the FTY and FFRY.
Has Columbia reflected the unbundling of uncollectibles related to gas
costs?
Yes. Columbia has identified a portion of the normal uncollectibles that will be
collected through the Merchant Function Charge.

What amount is attributed to the uncollectibles related to gas costs?



10
11
12
13
14
15
16

17

18

19

20

K. K. Miller
Statement No. 4

Page 44 of 45
Columbia has identified $1,103,635 in the FFRY expenses associated with the
unbundling of uncollectibles related to gas costs. This amount is included in the
O&M expense claim and is offset by the same amount of revenues in Exhibit 103 as
developed by Company witness Bell. As a result, the net impact to operating
income is zero and does not impact the base rate increase requested in this case.

Please refer to Exhibit 104, Schedule 2, Page 19 for details.

Total Rider USP Costs

Exhibit 104: Schedule 1, Page 2, Line 29; Schedule 2, Page 20

Please explain the test year adjustments.

The adjustments reflected in Exhibit 104 are a result of the matching of expenses to
revenue, as Rider USP is a fully reconciled mechanism. As calculated in Exhibit 103,
Rider USP revenues at present rates are $21,610,640 for the FTY and $21,659,275
for the FFRY. As a result, the Rider USP net impact to operating income is zero
with the expense offsetting present rate revenues. Therefore, Rider USP costs do
not impact the base rate increase requested in this case. Ms. Bell computes the

increase to Rider USP resulting from the proposed rate increase.

Other Adjustments to the FFRY
Exhibit 104: Schedule 1, Page 2, Line 31; Schedule 2, Page 21
Are there any other adjustments to O&M Expense that impact

Columbia’s claim in this case?
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Yes, Exhibit 104, Schedule 2, Page 21 summarizes the following two additional
adjustments totaling $874,357:

¢ Proposed Multifamily House Line Reimbursement; and

e Transaction Fees Proposal.
These adjustments are being sponsored by Company witness Waruszewski
(Columbia Statement No. 13), and details about these adjustments can be found in
his testimony.
Does this complete your direct testimony?

Yes, it does.
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Please state your name and address.
John J. Spanos. My business address is 207 Senate Avenue, Camp Hill,
Pennsylvania.
With what firm are you associated and in what capacity?
I am associated with the firm of Gannett Fleming Valuation and Rate
Consultants, LLC (Gannett Fleming) as Senior Vice President.
How long have you been associated with Gannett Fleming?
I have been associated with the firm since college graduation in June 1986.
What is your educational background?
I have Bachelor of Science degrees in Industrial Management and Mathematics
from Carnegie-Mellon University and a Master of Business Administration from
York College of Pennsylvania.
Are you a member of any professional societies?
Yes. I am a member and past President of the Society of Depreciation
Professionals. I am also a member of the American Gas Association/Edison
Electric Institute Industry Accounting Committee.
Have you taken the certification examination for depreciation
professionals?
Yes, I passed the certification examination of the Society of Depreciation
Professionals in September 1997 and was recertified in August 2003, February

2008 and January 2013.
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Will you outline your experience in the field of depreciation?
I have 30 years of depreciation experience which includes expert testimony in
over 200 cases before approximately 40 regulatory commissions, including the
Pennsylvania Public Utility Commission (the “Commission”). Please refer to
Appendix A for my qualifications.
What is the purpose of your testimony?
My testimony is in support of the depreciation studies conducted under my
direction and supervision for the gas plant of Columbia Gas of Pennsylvania,
Inc. (“Columbia” or the “Company”).
Have you prepared exhibits presenting the results of your studies?
Yes. Exhibit No. 9 presents the results of the depreciation study as of
November 30, 2015. Exhibit No. 109, Schedule No. 1, Attachment A presents
the results of the depreciation study as of November 30, 2016. Exhibit No. 109,
Schedule No. 1, Attachment B presents the results of the depreciation study as
of December 31, 2017. In addition, I am responsible for the responses to the
following filing requirements pertaining to depreciation under Section
53.53(a)(1) of the Commission’s regulations: 3, 4, 5, 6, 7 and 17. I also sponsor
Exhibit No. 5 and Exhibit No. 105, which are summaries of the results to
Exhibit No. 9 and Exhibit No. 109, respectively.
Please describe Exhibit Nos. 9 and 109.
Exhibit No. 9, Schedule No. 1, titled "2015 Depreciation Study - Calculated
Annual Depreciation Accruals Related to Gas Plant as of November 30, 2015,"
includes the results of the depreciation study as related to the original cost at

November 30, 2015. The report also includes the detailed depreciation
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calculations. Exhibit No. 109, Schedule No. 1, Attachment A, titled "2016
Depreciation Study - Calculated Annual Depreciation Accruals Related to Gas
Plant as of November 30, 2016," includes the results of the depreciation study
as related to the estimated original cost at November 30, 2016. The report also
includes explanatory text, statistics related to the estimation of service life, and
the detailed depreciation calculations. Exhibit No. 109, Schedule No. 1,
Attachment B, titled “2017 Depreciation Study - Calculated Annual
Depreciation Accruals Related to Gas Plant as of December 31, 2017,” includes
the results of the depreciation study as related to the estimated original cost at
December 31, 2017.
What were the purposes of your depreciation studies?
The purposes of the depreciation studies were to estimate the annual
depreciation accruals related to gas plant in service for ratemaking purposes
and, using Commission-approved procedures, to estimate the Company’s book

reserve at November 30, 2016, and December 31, 2017.

Is the Company's claim for annual depreciation in the current
proceeding based on the same methods of depreciation as were used
in its most recent Annual Depreciation Report filed in June 2015 and
service life study filed in August 2012?

Yes, it is. For most plant accounts, the current claim for annual depreciation is
based on the straight line remaining life method of depreciation, which has
been used for over twenty years. For Accounts 391.1, 391.11, 391.12, 392, 393,
394, 395, 397.1 and 398, the claim is based on the straight line remaining life
method of amortization. The accounts have a large number of units, but small

asset values representing less than 2 percent of the depreciable plant. The
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assets represent items located in office buildings, service centers, garages and
warehouses. Given the difficulty in maintaining accounting records for these
numerous assets and high cost for periodic inventories, retirements are
recorded when a vintage is fully amortized, rather than as the units are removed
from service. All units are retired when the age of the vintage reaches the
amortization period. The annual amortization is based on amortization
accounting which distributes the unrecovered cost of fixed capital assets over
the remaining amortization period selected for each account.

What group procedure is being used in this proceeding for
depreciable accounts?

The average service life procedure is used in the current proceeding for plant
installed prior to 1976 and the equal life group procedure for 1976 and
subsequent vintages. This calculation has been used in the same manner as the
Company’s most recent annual depreciation reports.

Is the Company's claim for accrued depreciation in the current
proceeding made on the same basis as has been used for over twenty
years?

Yes. The current claim for accrued depreciation is the book reserve brought
forward from the book reserve approved by the Commission in the last
proceeding.

How was the book reserve used in the calculation of annual
depreciation?

The book reserve by account was allocated to vintages to determine original cost
less accrued depreciation by vintage. The total annual accrual is the sum of the

results of dividing the original costs less accrued depreciation by the vintage

composite remaining lives.
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How was the book reserve at November 30, 2016, estimated?
The book reserve at November 30, 2016, by account, was projected by adding
estimated accruals, salvage and the amortization of net salvage, and subtracting
estimated retirements and cost of removal from the book reserve at November
30, 2015. Annual accruals were estimated using the annual accruals calculated
as of November 30, 2015. For most accounts, salvage and cost of removal were
estimated by (1) expressing actual salvage and cost of removal as a percent of
retirements by account, for the most recent five-year period, and (2) applying
those percents to the projected retirements by account. For the purpose of
calculating the annual accruals, the projected book reserve by account was
allocated to vintages based on calculated accrued depreciation at November 30,
2016.
Was the book reserve at December 31, 2017, estimated using the
same methodology?
Yes.
Has a service life study of the Company’s gas utility property been
performed?
Yes. The most recent service life study was performed as of December 2011.
The service life study is the basis for the service lives I used to calculate annual
accruals.
Briefly outline the procedure used in performing the service life
study.
The service life study consisted of assembling and compiling historical data

from the records related to the gas utility plant of the Company; statistically
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analyzing such data to obtain historical trends of survivor characteristics;

obtaining supplementary information from management and operating

personnel concerning Company practices and plans as they relate to plant

operations; and interpreting the above data to form judgments of service life
characteristics.

Iowa type survivor curves were used to describe the estimated survivor

characteristics of the mass property groups. Individual service lives were used
for major individual units of plant, such as distribution buildings housing
offices and shops. The life span concept was recognized by coordinating the
lives of associated plant installed in subsequent years with the probable
retirement date defined by the life estimated for the major unit.
What statistical data were employed in the historical analyses
performed for the purpose of estimating service life characteristics?
The data consisted of the entries made to record retirements and other
transactions related to the gas plant during the period 1939-2011. The year
1939 is the first year continuing property records were maintained. These
entries were classified by depreciable group, type of transaction, the year in
which the transaction took place, and the year in which the plant was installed.
Types of transactions included in the data were plant additions, retirements,
transfers, and balances. In the presentation of service life statistics, only the
significant exposure points that were utilized in determining survivor curves
were plotted. This process is utilized to show my judgment in service life
determinations.

What was the source of these data?
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They were assembled from Company records related to its gas plant in service.
Were the methods used in the service life study the same as those
used in other depreciation studies for gas utility plant presented
before this Commission?
Yes. The methods are the same ones that have been presented previously for
Columbia and for other gas companies before the Commission and that have
been accepted by the Commission in its past orders concerning gas utilities.
What approach did you use to estimate the lives of significant
structures such as office buildings and service centers?
I used the life span technique to estimate the lives of significant structures. In
this technique, the survivor characteristics of the structures are described by the
use of interim survivor curves and estimated probable retirement dates. The
interim survivor curve describes the rate of retirement related to the
replacement of elements of the structure such as plumbing, heating, doors,
windows, roofs, etc. that occur during the life of the facility. The probable
retirement date provides the rate of final retirement for each year of installation
for the structure by truncating the interim survivor curve for each installation
year at its attained age at the date of probable retirement. The use of interim
survivor curves truncated at the date of probable retirement provides a
consistent method for estimating the lives of the several years of installation
inasmuch as concurrent retirement of all years of installation will occur when
the structure is retired.

Has your firm used this approach in other proceedings before this

Commission?
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Yes, we have used the life span technique on many occasions before the

Commission.

Q. What are the bases for the probable retirement years that you have

estimated for each structure?

The bases for the estimates of probable retirement years are life spans for each
structure that are based on judgment and incorporate consideration of the age,
use, size, nature of construction, management outlook and typical life spans
experienced and used by other gas utilities for similar structures. Most of the
life spans result in probable retirement dates that are many years in the future.
As a result, the retirement of these structures is not yet subject to specific
management plans. Such plans would be premature. At the appropriate time,
studies of the economics of rehabilitation and continued use or retirement of
the structure will be analyzed and the results incorporated in the estimation of
the structure’s life span.

Are the factors considered in your estimates of service life presented
in Exhibit No. 109, Schedule No. 1, Attachment A?

Yes. A discussion of the factors considered in the estimation of service lives is
presented by account on pages III-2 through III-8 of Exhibit No. 109, Schedule
No. 1, Attachment A.

Were there any material changes to life characteristics as a result of
this rate proceeding?

No. There was no material change in the life estimate for plant accounts or
subaccounts in this rate proceeding. All life estimates were based on the recent

annual depreciation reports when the service life studies were conducted.
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However, the probable retirement date for the Blackhawk Storage Facility was
changed from 2035 to 2025 to reflect new plans for the site.
Please outline the contents of Exhibit No. 109, Schedule No. 1,
Attachment A.
Exhibit No. 109, Schedule No. 1, Attachment A is presented in eight parts. Part
I, Introduction, sets forth the scope and basis of the study. Part II, Estimation
of Survivor Curves, includes a description of the Iowa Curves and the
formulation of the retirement rate method. Part III, Service Life
Considerations, and Part IV, Calculation of Annual and Accrued Depreciation,
include a description of the judgment utilized for life parameters and the
explanation of depreciation procedures.

Part V, Results of Study, presents a description of the results and
summaries of the depreciation calculations. Part VI, Service Life Statistics,
presents the graphs and tables which relate to the service life study. Part VII,
Detailed Depreciation Calculations, sets forth the detailed depreciation
calculations by account. Part VIII, Experienced and Estimated Net Salvage,
presents the cost of removal and gross salvage by account for the years 2011
through 201s.

Table 1, pages V-4 through V-6 presents the estimated survivor curve,
the original cost at November 30, 2016, and the book reserve and calculated
annual depreciation for each account or subaccount of Gas Plant. Table 2,
pages V-7 and V-8 presents the bring forward to November 30, 2016, of the
book depreciation reserve as of November 30, 2015. Table 3 on pages V-9 and

V-10 sets forth the calculation of the annual accruals used in the bringforward.
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Table 4, page V-11, presents the experienced and estimated net salvage during
the five-year period, 2011 through 2015.

The section beginning on page VI-1 presents the results of the
retirement rate analyses prepared as the historical bases for the service life
estimates. The section beginning on page VII-1 presents the depreciation
calculations related to original cost. The tabulation on pages VII-3 through VII-
6 presents the cumulative depreciated original cost by year installed. The
tabulations on pages VII-8 through VII-73 present the calculation of annual
depreciation by vintage by account for each depreciable group of utility plant.
Please outline the contents of Exhibit No. 109, Schedule No. 1,
Attachment B.

Exhibit No. 109, Schedule No. 1, Attachment B includes a description of the
results, summaries of the depreciation calculations, and the detailed
depreciation calculations as of December 31, 2017. The descriptions and
explanations presented in Exhibit No. 109, Schedule No. 1, Attachment A are
also applicable to the depreciation calculations presented in Exhibit No. 109,
Schedule No. 1, Attachment B. The graphs and tables related to service life
presented in Exhibit No. 109, Schedule No. 1, Attachment A also support the
service life estimates used in Exhibit No. 109, Schedule No. 1, Attachment B
inasmuch as the estimates are the same for both test years. The summary tables
and detailed depreciation calculations as of December 31, 2017, are organized

and presented in the same manner as those as of November 30, 2016.

Q. Please outline the contents of Exhibit No. 9.
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Exhibit No. 9 includes a description of the results, summaries of the
depreciation calculations, and the detailed depreciation calculations as of
November 30, 2015. The descriptions and explanations presented in Exhibit
No. 109, Schedule No. 1, Attachment A are also applicable to the depreciation
calculations presented in Exhibit No. 9. The graphs and tables related to service
life presented in Exhibit No. 109, Schedule No. 1, Attachment A also support the
service life estimates used in Exhibit No. 9, inasmuch as the estimates are the
same for both test years. The summary tables and detailed depreciation
calculations as of November 30, 2015, are organized and presented in the same
manner as those as of November 30, 2016.
Please use an example to illustrate the manner in which the study is
presented in Exhibit Nos. 9, and 109.
I will use Account 376, Mains, as my example, inasmuch as it is the largest
depreciable group and represents 65 percent of the original cost of depreciable
gas plant as of November 30, 2016.

The retirement rate method was used to analyze the survivor
characteristics of this group. The life tables for the 1939-2011 and 1977-2011
experience bands are presented on pages VI-50 through VI-57 of Exhibit No.
109, Schedule No. 1, Attachment A. The life tables, or original survivor curve,
are plotted along with the estimated smooth survivor curve, the 72-R1.5, on
page VI-49.

The calculations of the annual depreciation related to the original cost
at November 30, 2015, of gas plant are presented by type main on pages II-31

through I1-37 of Exhibit No. 9. The calculation is based on the 72-R1.5 survivor
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curve, the attained age, and the allocated book reserve. The calculations at
November 30, 2016, are presented by type main on pages VII-31 through VII-36
of Exhibit No. 109, Schedule No. 1, Attachment A and are based in part on the
bringforward of the book reserve. Also, the calculations at December 31, 2017
are presented by type main on pages II-31 through II-36 of Exhibit No. 109,
Schedule No. 1, Attachment B and are based in part on the bringforward of the
book reserve. The tabulations in Exhibit Nos. 9 and 109 set forth the installa-
tion year, the original cost, calculated accrued depreciation, allocated book
reserve, future accruals, remaining life and annual accrual. The totals are
brought forward to Table 1 on page I-3 in Exhibit No. 9, page V-4 in Exhibit No.
109, Schedule No. 1, Attachment A and on page I-3 in Exhibit No. 109, Schedule
No. 1, Attachment B.
In what manner is net salvage incorporated in the depreciation
calculations?
As stated on page IV-9 of Exhibit No. 109, Schedule No. 1, Attachment A, no
adjustment for net salvage was made to the calculated annual depreciation
amounts. The total calculated annual depreciation set forth on page 1-6 of
Exhibit No. 9, page V-11 of Exhibit No. 109, Schedule No. 1, Attachment A and
on page I-10 of Exhibit No. 109, Schedule No. 1, Attachment B should include
an addition for the amortization of negative net salvage in accordance with the
practice of this Commission. The amortization is based on experience during
the period 2010 through 2014 for the calculation as of November 30, 2015, and

on experience during the period 2011 through November 30, 2015, plus
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estimates for the last month of 2015 for the calculation as of November 30,
2016.
The amortization for the December 31, 2017 calculation is based on
experience during the period 2012 through November 30, 2015, plus estimates
for the period December 2015 through December 2016. The amounts of the
five-year amortizations are calculated in Table 2 on page I-6 of Exhibit No. 9, in
Table 4 on page V-11 of Exhibit No. 109, Schedule No. 1, Attachment A and in
Table 4 on page I-10 of Exhibit No. 109, Schedule No. 1, Attachment B.
Have you provided a monthly bringforward to December 31, 2017, of
the book depreciation reserve as of November 30, 2016?

Yes, Exhibit JJS-01 at the end of this testimony provides the monthly detail of
the book depreciation reserve and the calculated depreciation. This exhibit
agrees with the fully forecasted rate year reserve balance as shown on Exhibit
No. 109, Schedule No. 1, Attachment B, Table 1 on pages I-3 through I-5.

Does this complete your testimony at this time?

Yes, it does.
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Please state your name.

My name is John J. Spanos.

What is your educational background?

I have Bachelor of Science degrees in Industrial Management and Mathematics
from Carnegie-Mellon University and a Master of Business Administration from
York College.

Do you belong to any professional societies?

Yes. I am a member and current President of the Society of Depreciation
Professionals and a member of the American Gas Association/Edison Electric
Institute Industry Accounting Committee.

Do you hold any special certification as a depreciation expert?

Yes. The Society of Depreciation Professionals has established national standards
for depreciation professionals. The Society administers an examination to
become certified in this field. I passed the certification exam in September 1997
and was recertified in August 2003, February 2008 and January 2013.

Please outline your experience in the field of depreciation.

In June 1986, I was employed by Gannett Fleming Valuation and Rate
Consultants, Inc. as a Depreciation Analyst. During the period from June 1986 to
December 1995, I took part in the preparation of numerous depreciation and
original cost studies for utility companies in various industries. Depreciation
studies of telephone companies were performed for United Telephone of
Pennsylvania, United Telephone of New Jersey and Anchorage Telephone Utility.

My work in the railroad industry included depreciation studies for Union Pacific

Stmt. 5 - Appendix A Page 1
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Railroad, Burlington Northern Railroad and Wisconsin Central Transportation
Corporation.

Assignments in the electric industry included depreciation studies for
Chugach Electric Association, The Cincinnati Gas and Electric Company, The
Union Light, Heat & Power Company, Northwest Territories Power Corporation
and the City of Calgary - Electric System. Pipeline industry assignments included
studies for TransCanada Pipelines Limited, Trans Mountain Pipe Line Company
Ltd., Interprovincial Pipe Line Inc., Nova Gas Transmission Limited and
Lakehead Pipeline Company.

My work for the gas industry included depreciation studies for Columbia
Gas of Pennsylvania, Columbia Gas of Maryland, The Peoples Natural Gas
Company, T. W. Phillips Gas & Oil Company, The Cincinnati Gas and Electric
Company, The Union Light, Heat & Power Company, Lawrenceburg Gas
Company and Penn Fuel Gas, Inc. Assignments in the water industry included
depreciation studies for Indiana-American Water Company, Consumers
Pennsylvania Water Company and The York Water Company; and depreciation
and original cost studies for Philadelphia Suburban Water Company and
Pennsylvania-American Water Company.

My participation in each of the above studies included assembly and analysis
of historical and simulated data, field reviews, the development of preliminary
estimates of service life and net salvage, calculations of annual depreciation, and
the preparation of reports for submission to state or provincial public utility

commissions or federal regulatory agencies. I performed these studies under the

Stmt. 5 - Appendix A Page 2
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general direction of William M. Stout, P.E., the President of Gannett Fleming
Valuation and Rate Consultants, Inc.

In January 1996, I was assigned to the position of Supervisor of
Depreciation Studies. In July 1999, I was promoted to the position of Manager,
Depreciation and Valuation Studies. In December 2000, I was promoted to the
position as Vice-President of Gannett Fleming Valuation and Rate Consultants,
Inc. and in April 2012, I was promoted to my present position as Senior Vice
President of the Valuation and Rate Division of Gannett Fleming, Inc. (now doing
business as Gannett Fleming Valuation and Rate Consultants, LLC). In my
current position I am responsible for conducting all depreciation, valuation and
original cost studies, including the preparation of final exhibits and responses to
data requests for submission to the appropriate regulatory bodies.

Since January 1996, I have conducted depreciation studies similar to those
previously listed including assignments for Pennsylvania-American Water
Company; Aqua Pennsylvania; Kentucky-American Water Company; Virginia-
American Water Company; Indiana-American Water Company; Hampton Water
Works Company; Omaha Public Power District; Enbridge Pipe Line Company;
Inc.; Columbia Gas of Virginia, Inc.; Virginia Natural Gas Company National Fuel
Gas Distribution Corporation - New York and Pennsylvania Divisions; The City of
Bethlehem - Bureau of Water; The City of Coatesville Authority; The City of
Lancaster - Bureau of Water; Peoples Energy Corporation; The York Water
Company; Public Service Company of Colorado; Enbridge Pipelines; Enbridge
Gas Distribution, Inc.; Reliant Energy-HLP; Massachusetts-American Water

Company; St. Louis County Water Company; Missouri-American Water
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Company; Chugach Electric Association; Alliant Energy; Oklahoma Gas &
Electric Company; Nevada Power Company; Dominion Virginia Power; NUI-
Virginia Gas Companies; Pacific Gas & Electric Company; PSI Energy; NUI -
Elizabethtown Gas Company; Cinergy Corporation — CG&E; Cinergy Corporation
— ULH&P; Columbia Gas of Kentucky; South Carolina Electric & Gas Company;
Idaho Power Company; El Paso Electric Company; Aqua North Carolina; Aqua
Ohio; Aqua Texas, Inc.; Ameren Missouri; Central Hudson Gas & Electric;
Centennial Pipeline Company; CenterPoint Energy-Arkansas; CenterPoint
Energy - Oklahoma; CenterPoint Energy - Entex; CenterPoint Energy -
Louisiana; NSTAR - Boston Edison Company; Westar Energy, Inc.; United Water
Pennsylvania; PPL Electric Utilities; PPL Gas Utilities; Wisconsin Power & Light
Company; TransAlaska Pipeline; Avista Corporation; Northwest Natural Gas;
Allegheny Energy Supply, Inc.; Public Service Company of North Carolina; South
Jersey Gas Company; Duquesne Light Company; MidAmerican Energy Company;
Laclede Gas; Duke Energy Company; E.ON U.S. Services Inc.; Elkton Gas
Services; Anchorage Water and Wastewater Utility; Kansas City Power and Light;
Duke Energy North Carolina; Duke Energy South Carolina; Monongahela Power
Company; Potomac Edison Company; Duke Energy Ohio Gas; Duke Energy
Kentucky; Duke Energy Indiana; Northern Indiana Public Service Company;
Tennessee-American Water Company; Columbia Gas of Maryland; Bonneville
Power Administration; NSTAR Electric and Gas Company; EPCOR Distribution,
Inc.; B. C. Gas Utility, Ltd; Entergy Arkansas; Entergy Texas; Entergy Mississippi;
Entergy Louisiana; Entergy Gulf States Louisiana; the Borough of Hanover;

Louisville Gas and Electric Company; Kentucky Utilities Company; Madison Gas
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Q.
A. Yes. I have submitted testimony to the Pennsylvania Public Utility

and Electric; Central Maine Power; PEPCO; PacifiCorp; Minnesota Energy
Resource Group; Jersey Central Power & Light Company; Cheyenne Light, Fuel
and Power Company; United Water Arkansas; Central Vermont Public Service
Corporation; Green Mountain Power; Portland General Electric Company;
Atlantic City Electric; Nicor Gas Company; Black Hills Power; Black Hills
Colorado Gas; Black Hills Kansas Gas; Black Hills Service Company; Black Hills
Utility Holdings; Public Service Company of Oklahoma; City of Dubois; Peoples
Gas Light and Coke Company; North Shore Gas Company; Connecticut Light and
Power; New York State Electric and Gas Corporation; Rochester Gas and Electric
Corporation and Greater Missouri Operations. My additional duties include
determining final life and salvage estimates, conducting field reviews, presenting
recommended depreciation rates to management for its consideration and
supporting such rates before regulatory bodies.

What is the extent of your formal instruction with respect to utility plant
depreciation?

I have completed the “Techniques of Life Analysis”, “Techniques of Salvage and
Depreciation Analysis”, “Forecasting Life and Salvage”, “Modeling and Life
Analysis Using Simulation” and “Managing a Depreciation Study” programs
conducted by Depreciation Programs, Inc. Also, I have completed the
“Introduction to Public Utility Accounting” program conducted by the American

Gas Association.

Have you previously testified on public utility ratemaking matters?

Commission; the Commonwealth of Kentucky Public Service Commission;

Stmt. 5 - Appendix A Page §
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the Public Utilities Commission of Ohio; the Nevada Public Utility
Commission; the Public Utilities Board of New Jersey; the Missouri Public
Service Commission; the Massachusetts Department of Telecommunications
and Energy; the Alberta Energy & Utility Board; the Idaho Public Utility
Commission; the Louisiana Public Service Commission; the State
Corporation Commission of Kansas; the Oklahoma Corporate Commission;
the Public Service Commission of South Carolina; Railroad Commission of
Texas — Gas Services Division; the New York Public Service Commission;
Illinois Commerce Commission; the Indiana Utility Regulatory Commission;
the California Public Utilities Commission; the Federal Energy Regulatory
Commission (“FERC”); the Arkansas Public Service Commission; the Public
Utility Commission of Texas; Maryland Public Service Commission;
Washington Utilities and Transportation Commission; The Tennessee
Regulatory Commission; the Regulatory Commission of Alaska; Minnesota
Public Utility Commission; Utah Public Service Commission; District of
Columbia Public Service Commission; the Mississippi Public Service
Commission; Delaware Public Service Commission; Virginia State
Corporation Commission; Colorado Public Utility Commission; Oregon
Public Utility Commission; South Dakota Public Utilities Commission;
Wisconsin Public Service Commission; Wyoming Public Service

Commission; Maine Public Utility Commission; Iowa Utility Board;
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Connecticut Public Utilities Regulatory Authority; New Mexico Public

Regulation Commission and the North Carolina Utilities Commission.
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imber of months for accrual calculation = E‘mbero( months in FFTY = IIJ
PROJECTED 16 PROJECTED 2017
2016 Accruat Syr 'Sye 2016
NOV 30 Rates COR | Saivage | Amortof NS COR | Salvage | Amort of NS DECEMBER

Account | Begin. Balance 2016 % of Rets| % of Rets| 2011-2018 % of Rets | % of Rets| 2012-2016 ]Avg. Accmalaimn.of NSL Accruals } Retirements | Cost of Removat | Salvage i Ending Balance
350.20 1,931 0.00 0: 0, .0 0: 0: 1] 1.931
351.20 1,067,831 7.86 122 122 20.900 10 . 20,910 ; 0 0 0 1,088.741
3520¢ 799,118 000 0. [ 0 0 0’ 0 799,118
352.02 168,680 0.00 0: 0: 0, 0 0: 0, 168,680
352.10 206,932 0.00 (IR 0 _ 0. 0 0 0. 206,932
353.00 405208 | 000 ) [ 0 .0 [ 0. 0 _ 405,288
354.00 651,798 337 2.550 . 0., 2,550 437 ; 0. 0: 653,911
355 00 123.010 0.00 i [ 0, 0 0. 0 0 123,010
374 40 657,837 174 013 1.626 013 2,205 3.763 136 3.696 : 1.958 . 255 0 659,523
374 50 1,601,503 131 ) | ) 3537 : ) 35937 - 0: [ [ 1.605.040
375.34 1.327.973 2.12 0.65 19,666 061 21,838 9,052 1,639 - 10,690 : 3315 ° 2,155 : 0: 1,333,194
37580 73,641 0.98 R 218 218 72 18 ; 90 0; 0’ [ 73,731
375.70 2,332.164 3.31 059 5.449 059 - 18,308 21,004 - 454 . 21,458 ; 7.670 . 4,525 : 0 2,341,427
375 80 6.508 2.00 . 28 ¢! 0 28 . [N [ 0: 8 536
376 00 194,534,632 2.05 0.15 1,109.526 014 1,295,637 2,151,625 : 92,461 . 2,244,086 i 1,267.436 190,115 : 0: 195,321,367
378 00 10,020,157 .24 039 120.627 044 124,281 119.169 10,052 : 129,221 19.213 - 7,493 0 : 10,122,672 |
379.10 93.180 3.17 18 18 373 2. 374 . 0 0. 0. 93,554
380 00 111,536,567 204 060 3154138 | 054 2,710,597 1061214 262845 ° 1,324,059 333.996 | 200,398 : 0 112,326,232
381 00 15,673,710 245 0.01 (6.454) 0.02 (6.534) 74173 (539) 73635 10,427 : 0: 104 15,737.022
38110 8,582,181 7.36 i 146,109 ; 0. 146,109 44s ; 0. 0, 8.727,845
382.00 11,809,425 1.94 58.865 0. 50,865 10.291 0 Q- 11,957.999
383 00 3,567,106 259 24,616 0 24618 4,836 : [1 [ 3,566.886
384 00 2,972,034 173 5572 : 0. 5572 : 0: 0. 0. 2,977.606
385.00 2,961,725 3.78 020 40219 o2t 34,434 20,212 . 3,352 . 23,564 : 1,266 253 0: 3,003,770
387 00 75,343 2.83 5,397 316 ° 450 765 : 0. [ 0 76.108
387 40 839,236 494 . 530 8 488 17.843 - 44 . 17,887 0. 0’ 0. 857123
387.50 363.074 1176 27,741, 0. 27.741 . 0 0. 0 390,815
390.10 85422 2.10 210 0. 210 - 0: 0. 0 85,632
391 10 1,791,600 410 12,469 . [N 12,469 ; 260,946 . 0 0 : 1,543,123
391.1t 13.746 4 56 93 : 0 93 - [N 0 0: 13,839
39112 2,520,633 8.93 o ) 18,363 ; 0 18,363 ____ 1898784 _ 0, [ 640,212
392.00 §3.268 | 13.50 (10,337) (8,898) 1,007 (861) 236 0 0 0 53,504
393.00 16.675 0.00 0; 0. 0. 2,300 [ 0. 14,375
394 00 §,797.220 3.73 B 43,747 . 0 43747 158,166 - 0 0: 5,682,801
394 12 1,953,286 001 16 ° 0 19 0. 0 0, 1,953,302
395 00 35,023 3.55 - 129 0’ 129 13.946 ; 0 0: . 21,206
396.00 1,367,642 149 (29.680) | 120.939) 1.782 ; (2.473), (651) 0: 0. 0 1.366 951 |
397.10 163,625 000 5,206 0. 206 168,831 - [ 0. o
397.50 884,202 1110 5881 R 5.881 18,656 490 18,146 0. [ 0. 903 348
396 00 199.269 6.71 _ 4,718 ° 0: 4716 38,545 0 0: 165,440
303.00 8,753,916 254,508 0 254,568 | 666,158 '] ("IN 8342348
305.00 0 0 [ 0 0 ['IH 0: 0
362.00 0 = 0: [ 0: 0 [ 0, . o
362.10 {1,686.454) 115,460 | 373,852 [N 9.622 : . 9622 ; 0. 0: 0: {1.676,832)
374.20 179,478 i {30.727) (30,727) 0 (2.561); (2.561) 0. 0: 0! 176,917 |
375.71 740,802 _ 29.015 - 0. 29,015 21,827 . 0: 0- 748 070

. 389.20 0 - 0. o; o, 0, o, 0 0
Totat 395,442,217 4,501,669 4,518,788 4,158,829 375,139 4,533,961 : 4,090,790 . 405,194 : 104 : 394,680,298




Extubit JSS-01

RESERVE BRINGFORWARD Page 2 of13
mber of months for accrual calculation = E«nber of months in FFTY = E
PROJECTED 16 PROJECTED 2017
2016 Accrual Syr ‘Syr 2017
NOV 30 Rates COR | Salvage | Amortof NS COR Salvage | Amort of NS JANUARY

Account | Begin. Balance 2016 % of Rets | % of Rets]  2011-2015 % of Rets | % of Rets| 2012-2016 ]Avg. Auma!s%AmofL of Ns! Accruals ; Retirements f Cost of Removal Salvagei Ending Balance
350.20 1,931 000 0. 0. 0 0: 0 0. 1.931
351.20 1,067.831 7.68 122 122 20,900 ; 10 : 20,910 ¢ 0 0 0, 1,109 652
352.01 799.118 000 0. [ 0 (B 0 0 799.118
352.02 168,680 0.00 0 0 0: 0: c_ 0: 166,680
352.10 206.932 0.00 ) o 0 0 0- [ 0: 206,932
353.00 405,288 0.00 0, 0’ 0 0- 0" 0. 405,288
354 00 651,798 3.37 2,559 . 0 2,559 - 188 : [ [ 656 283
355.00 123,010 0.00 [N 0. 0, 0: 0 [ 123,010
374 40 657,837 .74 0.13 1626 | 0.13 2,205 3,784 184 : 3968 : 963 ; 125 0: 662,402
374.50 1,601,503 1.31 o ) ) 3,537 . 0. 3.537 : 0’ 0: 0. 1,608,576
375.34 1,327.973 242 085 19666 | 061 21,838 9,095 - 1,820 ! 10,915 1,522 928 : 0; 1,341,659
37560 73,641 0.98 218 . . 218 72: 18 . 90 0. 0: 0: 73,821
37570 2,332,164 N 059 s449] o059 16,308 21,132 1,358 ; 22,491 . 1,364 805 ° 0. 2,361,749
375.80 8.508 200 ) 26 | 0 26 ; 0’ 0: 0 6,563
376 00 194,534,832 2.05 . 015 1109526 | 0.14 1.295837 2.168.245 : 107,970 2276214 | 633371 : 88,672 . 0 196,875,538
376.00 _10,020.157 324 039 120627 | 044 124,281 119,604 10.357 . 129,961 - 12,261 5,395 : 0. 10,234,877
379 10 93,180 3.7 18 18 373 : 2 374 [ 0 0 93 929
380 00 111,536,567 2.84 0.60 3154138 | 0.54 2,710,597 1067089 . 225883 . 1,292.972 : 151,022 : 81,552 ; 0 113,386,631
381.00 15,673,710 245 | 001 _ (6.464)| 002 | (8.534) 74336 (545)° 73791 : 5.125 0: 103 15,805,791
381 10 8,582,181 7.36 148.123 0 146,123 : [ [ 0. 8,873,969
382 00 11,909,425 1.94 . $8.,992 : 0 §8,992 _5140 : [ 0 12,011,851
383 00 3,567,108 2.59 24,697 0: 24897 i 2485 0 0 3,609,098
384.00 2972034 173 5572 [ 5572 . 0 0 0. 2,983,177
385.00 2.981.725 3.78 0.20 40218] o 34,434 20,242 . 2870 23111, 568 119 0 3,026,194
387.00 75343 2.83 5,397 318 . 0 316 . 0 0: 0 76,424
387.40 839,236 494 530 488 17.843 ¢ 41 17,684 ° 0: 0: 0, 875,007
387.50 363,074 1178 28,184 ° 0 28.184 : 0. 0’ 0" 418,999
390.10 85,422 2.10 210 ; 0 210 . 0° 0. 0 - 85,842
391 10 1,791,600 4.10 ) 12,023 0. 12,023 : 0: 0" [ 1,555,146
39111 13,746 456 93 IR 93 . 0. 0 0 13,932
391 12 2.520,633 8.93 11,298 | 0. 11,208 0: 0; 0. 651,510
392.00 63.268 13 50 ' (10.337) (8.898) 1,007 . (741): 356 0 0! [ §3 860
393.00 16.675 0.00 0 0 0: 0 0" 0" 14,375
394.00 6,797,220 373 43,618 ; 0 43618 : [ 0 0 5.726.419
394.12 1,953,266 0.01 16 3 0 16 . 0- 0, ) 1,953,319
395 00 35,023 355 ] 109 0: 109 > 0 0. 0 21315
396 00 1,367,642 149 _ (29.680) (20,834) 1,762 (1.745). 38: 0: 0: 0 1.366.989
397 10 163.625 000 . 0 . [ 0: 0; 0: 0
397 50 884,202 11.10 5,881 5,681 19.042 490 ; 19532 : [ [N 0! 922,880
398 00 199,269 6.71 1 4631 : 0 4,631 : 0 0. o, 170.071
303.00 8,753,916 o ) 254,508 - 0. 254568 ; 0, 0 0 8,596,936
305 00 0 0 0 0 0 0 0 0
362.00 0 ) _ . . 0. 0: 0 0: 0: 0 0
362 10 {1.686,454 115,460 373,852 0 31,164 ; 31,154 : 0 0: 0. {1,645,678)
374 20 179,478 (30.727) (30,727) 0 (2.561) (2.561); 0. 0. 0- 174,357
375.71 740,882 _ 29,015 : 0 29015 . 1,329 ¢ 0. 0 775,755
389.20 0 i 1 o, o o o o, - )
Total 395,442,217 4,501,669 4,518,788 4,170,244 - 376,566 | 4546810 | 815338 - 172,596 : 103 ; 398,234,276




Exhibit JSS-01

RESERVE BRINGFORWARD Page 3 of 13
simber of months for accrual calculation = E-mbet of months in FFTY = ‘I’
PROJECTED 16 PROJECTED 2017
2016 Accrual Syr ‘Syr 2017
NOV 30 Rates COR | Salvage | Amortof NS COR | Satvage | Amort of NS FEBRUARY

Account | Begin. Balance 2016. |%ofRels|%ofRets| 20112015 |% of Rets|% of Rets| 2012-2016 |Avg. Accruals|Amort of NS!  Accrusls [aoumnem Cost of Removal | s.vvage§ Ending Balance
350.20 1,931 0.00 0 0. [ 0 0 0 1.931
351.20 1,067 8 7.86 122 122 20,900 ; 10 . 20,910 ° 0 0 0. 1.130.%
352 01 799,118 0.00 0: 0 0: 0 0’ 0 799,118
35202 168.680 000 o 0! 0: [ 0: [ [ 168,680
352.10 208.932 000 _ 0: 0 0. 0 0 0 206,932

| 353.00 405.288 0.00 0 0 [W 0 0 0; 405 288
354.00 651,798 337 . 2.565 0. 2,565 : 194 | 0 0 658,654
355.00 123010 0.00 . 0 0 0: 0. 0 0. 123,010
374.40 857,837 174 013 1626| 013 2,205 3,799 : 184 : 3.963 - 1,053 i 137 . 0 665,195
374 50 1,601,503 131 . ) 3.537 ¢ 0: 3,537 : 0! 0 0- 1,612,113
375 34 1,327.973 2.12 0.65 19666 | 061 21,838 9,124 ! 1.820 10944 1,619 . 988 _ [ 1,349,996
375 60 73.641 098 218 218, 72 ; 18 . 90 , 0. 0 - 0 73,910
37570 2.332.164 331 058 5449 | 059 16.308 21.170 : 1,359 © 22,529 , 1,364 ! 805 0: 2,382,110
375 80 8,508 2.00 26 : 0. 28 : 0; 0 0 6.591
376 00 194,534.632 205 0.15 1109526 | 0.14 1,295,637 2179637 . 107,970 . 2.287.607 :  669.586 . 93,743 0:  199.399,805
378.00 10.020.157 324 0.29 120627 | 044 124,261 119,950 _ 10,357 ° 130,307 - 12.785 - 5625 - 0 10.346.674
379 10 93.180 317 18 18 373 : 2: 374 . 0 0 [ 94,303
380 00 111,538.567 284 0.60 3154138 | 054 2,710,597 1070835 ! 225883 - 1.296.718 . 158,225 * 85,442 | 0 114,439,682
381 00 15,673 710 2.45 | oo (6.464) 002 (6.534) 74,446 ; __(545). 73,902 , $.423 , 0. 108 . 15,874,378
381 10 8,582.181 7.36 146,123 ; 0: 146,123 ; 0 0 0. 9,020,092
382.00 11,909,425 194 R 59,080 ; 0: 59,080 : 5472 : 0 0 12.065.460
383 00 3,567,106 2.59 A 24,754 0. 24,754 : 2672 0. 0 3.631.180
384.00 2,972,034 173 1 5.572 : 0 5572 : 0. 0 - 0 2,986,749
385 00 2.981.725 378 020 40219 | 021 34,434 20,261 2.870 : 23130 ; 599 . 126 0 3.048,600
387.00 75,343 2863 5,397 _. 316 0 316 0 0 - 0 76.740
387 40 839,238 4.94 530 | 488 17.843 : 41 17.684 . 0. 0 0. 892,891
387.50 363,074 1176 29,095 0 29,095 ; 0. [ 0. 448,093
390 10 85,422 2.10 210 : [N 210 : 0 0: 0 86,052
381 10 1,791,600 410 12,023 - 0: 12,023 . [ 0 0. 1,567,169
391 11 13,746 4.56 93 : 0 93 : 0 [N 0. 14,024
391.12 2.520.633 8.93 11,268 : [ 11,298 : 0, 0. 0. 662,808
392.00 53,268 13 S0 {10,337) (8,896) 1.097 (741): 356 0 0 Q- 54,216
393 00 16.675 000 0 0° 0: 0. [ 0. 14.375
394 00 5,797,220 373 43851 ; 0 43.851 0 0 0 5.770.270
304.12 1,953,286 001 18 0. 16 ! [N 0 0 1,953,335
395 00 35,023 358 ) 109 . (K 109 ° 0 [ 0. 21,424 |
396.00 1.367.642 149 (29.680) (20.934) 1,782 {1,745). 38 0 0 0 1,367,027
397 10 163.625 000 0: 0 0: [ [ 0 0
397.50 884.202 11 10 5,081 5,881 19,736 : 490 20,226 ; 0: 0. 0: 943,106
390.00 199.269 671 i 4654 ; 0 4,654 : 0 [ 0 - 174.725
303 00 8,753916 254,588 0 254,588 0 [ 0, 8,851,523
305 00 0 _ i 0: 0. 0 [ 0 0: 0

| 36200 0 ] 0. 0 0 0, [N 0. 0
362 10 (1,686.454) 115.460 373,852 0: 31,154 31.154 : 0: [ 0 (1,614.524) |
374.20 179.478 {30.727) (30,727) 0: (2.561); (2.561) 0. 0 0 171,796
37571 740.882 ) ~ 29.015 © 0 29.015 ¢ 1,329 [ 0 803,441
389.20 | of 0, [N 0. 0, 0, 0. 0
Total 395,442,217 4,501,669 4,518,788 4,187,95% ;: 376,566 4,564,516 | 860,331 ! 186,865 ° 108 ~ 401,751,704




Exhibit JSS-01

RESERVE BRINGFORWARD Page 4 of13
mber of months for accrual calculation = Ermber of months in FFTY = [I‘
PROJECTED 16 PROJECTED 2017
2016 Accrual S-yr ‘Syr 2017
NOV 30 Rates COR Salvage | Amort of NS COR Salvage | Amort of NS MARCH

Account | Begin. Balance 2016 % of Rets|% of Rets| 2011-2015 | % of Rels|% of Rets| 2012-20168 | Avg. Accruals; Amort. of ~s§ Accruals § Reﬁmmmicm of Removal ! Salvage ?LEndlag Balance
350.20 1.931 0.00 1] 0. [N 0, 0- 0" 1,931
351.20 1,067,831 7.688 122 122 20,900 ° 10 § 20,910 : 0: 0 [N 1,151,473
352.01 798.118 0.00 0. 0 - 0 0. 0 0. 799.118
35202 168,680 0.00 0: 0, 0: 0 [ 0: 168,680
352.10 206.932 0.00 0 [1] 0: 0: 0. g 206,932
353.00 405,288 0.00 N 0 0 - 0" 0. 0 0 405,286
354 00 651,798 3.37 2572 0 2,572 : 293 . 0 [\ 660,932
355.00 123.010 0.00 . . 0., 0 [ 0: 0: 0. 123,010
374 40 657,837 1.74 0.13 1626 0.13 . 2205 3817 . 184 . 4,001 1322 | 172 0’ 667,702
374 50 1,601.503 131 3,537 : 0 3,537 : 0 : 0 0. 1615649
375.34 1,327,973 2.12 0.65 19,666 0.61 21,838 9.159 & 1,820 : 10,978 ° 2229 ; 1.360 . 0 1,357.385
375.60 73841 0.98 218 218 72 18 90 : 0. 0: 74.000 |
37570 2,332,164 3.31 0.59 5449 | 059 16,308 21.209 | 1,359 : 22,568 : 1,364 : 805 . 0 2.402.509
375.80 6,508 2.00 R » 28 . 0, 26 . 1] [ 0- 6.618
376.00 194,534 832 2.05 015 1,109,526 0.14 1,295,637 | 2,194,337 . 107,970 ¢ 2,302,307 . 1,011,709 . 141,639 0: 199.548,763
378.00 10,020,157 3.24 0.39 120627 | 044 124,201 120,386 10.357 130,743 : 18 749 9,250 : 0: 10,450618
379.10 93,180 3.17 18 10 373 : 2 . 374 0 ] 0. 94,677
360 00 111,536,567 2.84 0.60 3,154,138 | 054 2,710,597 1,075,521 225,883 1,301,404 228,626 : 123,459 | 0: 115,380,998
38100 15.6873.710 2.45 0.0t (8,464) 0.02 (6,534) 74,582 (54S5) . 74,038 . 7.594 : 0 152 ¢ 15,940,974
381 10 9.582.181 736 146,123 - 0 146,123 0. 0: 0; 9,166.215
382 00 11,909.425 1.94 59,188 . 0 59,188 . 7.509 . 0 0 : 12.117.138
383 00 3,567,106 2.58 i 24,823 | 0, 24,823 3552 0. 0 3,662,450
384 00 2,972,034 173 5572 ° 0: 5.572 : 0 0. 0 2.994,321
385 00 2,801,725 3.78 0.20 40,219 o 34,404 20.284 2.870 23,154 4 i 850 . 179 0. 3,070725
387 00 75,343 283 5397 316 0. 316 0. [ 0: 77.055
387 40 839,236 494 530 488 17,843 . 41 17,884 . 0 0: [ 910.774
387 50 363.074 1176 - 30.526 0. 30,526 . 0. 0 0: 478,619
390 10 085.422 210 3 210 . 0 210 0. 0 0 86,262
391 10 1,791,600 4.10 12,023 - 0 12,023 [ 0: ['H 1.579,183
391 11 13.746 456 i 93 0. 93 ! 0 0. 0: 14.117
39112 2,520,633 8 93 5 11,298 0. 11,298 . 0. 0 0 674,108
392.00 53,268 13.50 (10.337) (8.896) 1.097 ; {741) 356 . 0 : 0, 0 : 54,572
393 00 16,675 000 0. [J [N 0: 0 0 14,375
394 00 5.797,220 3.73 44,217 . 0 44,217 ¢ 0 0: 0: 5814,488
394 12 1,953,286 001 16 0 16 0 [N 0 1,953,351
395.00 35,023 355 109 0 109 0: 0 . 0} 21,532
396 00 1,367,642 149 (29.680) (20.834) 1,782 {1,745) . 30 ; 0 0’ 0 1,367,085
397.10 163,625 000 . 0. 0 0 0 0 - 0: 0
397 S50 884,202 1110 5,861 5,081 20,826 490 21,316 0: 0 ['H 964 422
396 00 199,269 671 4,678 * 0 4,678 . 0. 0: 0- 179,403
303.00 8,753,916 254,508 . 0 254,588 612 266 0. 0 0,493,845
30500 0 i ) ) [ [ o_ 0: 0
38200 0 N 0; 0 o 0 0 0: 0
362.10 _(1,666.454) i 115460 | 373,852 0. 31,154 | 31,154 : 0 0 0. _ (1583369)
374.20 179,478 B (30.727) (30,727) 0. (2.561) (2.561): 0 0 0 169,236
37571 740.862 29.015 ¢ 0 - 29015 ¢ 1,329 ; 0 0. 831.126
389.20 of 0. o 0: 0: [N 0: 0

. H i i :

Total 395,442,217 4,501,669 4,518,788 4,214,416 376,566 ¢ 4,587,682 : 1,897,394 ; 275,863 - 152 ¢ 404,166,201




Exhibit JSS-01

RESERVE BRINGFORWARD Page 5 of 13
imber of months for accrual calculation = Ejunber of months inFFTY = Iz,
PROJECTED 16 PROJECTED 2017
2016 Accrual Syr ‘Syr 2017
NOV 30 Rates COR | Salvage | Amortol NS COR | Salvage | Amortof NS APRIL

Account | Begin.Balance | 2016  |%ofRets|% ofRets| 20112015 |% of Rets|% of Rets| 20122016 |Avg. AccruslejAmort of NS| Accruals | Retirements ;Cost of Removal | Salvage| Ending Balance
350.20 1.931 000 ] 0: 0. 0 0 0 0: 1.931
351.20 1,067,831 7.86 122 ] 122 20.900 10 : 20910 0. 0. 0: 1,172,383
352.01 799.118 000 3 0 [N 0 0 0. 0. 799.118
35202 168.680 000 ) 0 0 0: 0 0: 0. 168,680
352.10 206,932 000 0: 0. 0 0 0 [ 206.932
353 00 405,288 0.00 0 0: 0: 0 - 0! 0 405,268
354 00 651,798 3.37 ~ 2.583 . 0 2.563 ; 454 - 0. 0 663,081
355 00 123.010 0.00 . - 0 0 0 0 0. 0 123.010
374 40 657,837 1.74 0.13 1626 0.13 2,205 3,838 184 4,022 : 1,547 201 0 669.976
374.50 1,601,503 31 L i 3537 _ 0 3,537 . 0 0. 0 1,619,186
375.34 1,327,973 2.12 0.65 196668 | 061 21,838 9,208 | 1,820 11,026 ; 3,054 _ 1.863 0 - 1.363.494
375 60 73,641 0.98 218 A 218 72, 18 _ 90 . 0: 0 [0 74.090
37570 2,332,184 3.31 0.59 54491 059 16.308 21,247 1.359 22606 _ 1,364 805 . [N 2.422.946
375 80 6.508 2.00 ) 28 ; 0 208 : 0 0. [ 6646
376.00 194,534,832 2.05 0.15 1.109,526 | 0.14 1,205.637 2217237 . 107970 ; 2325207 : 1,607,494 _ 225049 0: 200041427
378.00 10,020.157 3.24 0.39 120627 | 0.44 124,281 121,033 10357 131,390 ¢ 28,069 12,350 ; 0 10.541.569
379.10 93.180 317 18 18 3373 2. 374 - 0. 0. 0 95.051
380.00 111,536.567 2.64 060 3,154,138 | 054 2,710,597 1,082 355 225883 ,  1.308.238 335,610 181.229 : 0 116,180,397
381.00 15.673.710 245 001 (6.464)| 002 (6.534) 74,773 (545) 74.229 10.669 . 0: 213 16.004.746
381 10 8.582,181 7.36 146.152 0 146,152 . 908 . 0 9.311.459
382 00 11,909,425 1.94 i 59,335 0: 59,335 10.234 0: 0, 12,166,239
383 00 3.567.106 2.59 i 24,913 0 24,913 ¢ 4601 - [N 0 3.672.762
384 00 2.972.034 1.73 5572 [ §.572 - 0 0 - [N 2.999.883
385 00 2,981,725 378 020 40,219] o021 34,434 20,318 ! 2.870 ° 23,187 ; 1,218 - 256 : 0. 3,092,438
387.00 76,343 283 §.397 318 [N 318 0 0 0 77,371
387 40 839,236 494 530 468 17,843 ; 41 17.684 ; 0 0 0 928,658
387 50 363,074 11.76 31.879 : 0 31,879 ; 0. 0 0. §10.498
390 10 85.422 2.10 X 210 . 0 210 0 [N 0 86.473
39110 1,791,800 410 i 12.023 . 0 12,023 : 0. [ 0 1.591.218
391 11 13,746 456 93, 0 93 . 0 0 0: 14210
391 12 2.520.633 893 11,298 ) 11,298 | 0. 0: 0. 685.404
302.00 53,268 13 50 (10,337) (8.896) 1,097 . (741); 356 : 0 [ 0 54927
393.00 16,675 000 0 0. 0 [N 0: 0. 14,375
394.00 5.797.220 373 i 44,564 [ 44.564 0 0. 0 §.859.051
394 12 1,953.286 0.01 16_ 0 16 0: 0 0 1,953 368
395.00 35,023 355 109 0! 109 : 0. 0 0 21,641
396 00 1,367,642 149 (29,680) (20.934) 1.782 ; (1.745) . 38 0 0’ 0 1,367.103
397.10 163,825 000 i ) 0; 0 0: 0. 0; 0. 0
397 50 884202 | 1110 5,081 5881 21.857 ° 490 : 22,347 . 0. 0. [ 986.769
398 00 199.269 671 4701 0 4.701 : 0 0 0, 184,104
303 00 8.753.916 254,588 0. 254,568 743917 . (K 0. 8,004,516
305.00 0 0 0 0. 0; 0 0 0
362 00 0 0 0: 0, 0. 0 0 0
362.10 (1,686.454) 115,460 373.852 0. 31,154 , 31,154 ; 0 0 0 (1,552,215)
374.20 179,478 (30.727) (30,727) 0 2,561) (2.561)° 0: 0 0: 166,675
375.71 740,682 29.015 R 29.015 : 1.329 ; 0 0 858,812
389.20 0 0; 0. 0; 0. 0 0, 0
Total 395,442,217 4,501,669 4,518,788 4,204859 : 376,566 i 4,621,425 - 2,750,468 421,754 . 213 . 405615.698




Exhibit JSS-01
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RESERVE BRINGFORWARD age
smber of months for accrual calculation = [Z];mberof months in FFTY = ‘:D
PROJECTED 16 PROJECTED 2017
2016 Accrual Syr ‘S-yr 2017
NOV 30 Rates COR | Salvage | Amortof NS COR Salvage | Amort of NS MAY

Account | Begin. Balance 2016 |%ofRets|% of Rets| 2011-2015 | % of Reis|% of Rets| 2012-2016 |Avg. Accruals]Amort. of NS| Accruals i Retirements ICosto(Rcmoval§$alvage} Ending Balance
350.20 1,931 0.00 ] 0: [ [ [ 0. 0 1,931
351.20 1,067,831 7.86 o i R 122 - 122 20,900 ; 10 20,910 - 0: [ 0 1,193.294
352.01 799.118 0.00 ) . . 0. 0" 0 0: [N 0 799.118
352.02 168,680 0.00 . 1 | 0 0" 0 0: 0 0. 168,680
352.10 208,932 000 i . A 0 0 [ B 0: 0 0 206,932
353 00 405,288 000 . 0 0 0 0 0 0: 405,288
354 00 651.798 3.37 ) ) ) ] 2,597 . 0- 2,597 §18 ; 0. 0. 665,140
355.00 123,010 0.00 ] . ) N _ 0 (B 0. 0 [ 0 123,010
374.40 657,837 174 0.13 ] 1626 | 013 2,205 3.063 : 184 ; 4,047 1,780 : 231 0 672,011
37450 1.601.503 1.31 o ) 3537 ¢ 0. 3537 - [N 0. 0 1,622,722
375.34 1,327,973 2.12 065 | . 19ees| 061 | : 21,638 9,266 . 1.820 ; 11,085 © 3,497 2,133 . [ 1,368,950
375 60 73,641 098 . | 218 218 72, 18 90 0 0 0 74.180
375.70 2.332,164 FET) _0s8 | 5449 | 059 16,308 21,286 _ 1,359 ° 22,645 1,364 805 . 0: 2.443.422
375 80 6,508 2.00 . . ) 20 ; 0 28 0. 0 0, 6,673
376.00 194 534,832 2.05 045 | 1100526 | 014 | 1295637 | 2247463 : 107970, 2355432 . 1.849.543 ° 258,936 0.  200.288,380
378.00 10,020,157 3.24 039 120627 | 044 | 124,261 121,664 | 10,357 : 132,221 32,066 : 14,109 - [K 10 627,634
379.10 93,180 347 18 18 373 ; 2. 374 ; 0. 0 95,426
380.00 111,536,567 2.64 060 | 3154138 | 054 2,710,597 1,091,067 ; 225883 1,316,950 383.614 207,152 0 116,906,581
381.00 15 673,710 2.45 001 {6.464) 002 | (6.534) 75012 ¢ (545) 74,468 12,209 : 0 244 16,087,249
381 10 8,582,161 7.36 o ) ] 146.608 ! 0 146,608 : 13617 - 0 0 9,444,450
382 00 11,909.425 1.94 1 ) . £9.516 0. §9,516 ° 11,723 0 0 12,214,032 |
363.00 3,567,106 2.59 A B 25022 0 25022 ; 5278 | 0 0 3692506
384 00 2,972,034 173 . o 5572 : 0. 5,572 ; 0 0 0 3,005,464
385 00 2.981.725 378 . 020 _ ) 40,219 | 0.2t 34,434 20,360 : 2.870 : 23,229 © 1,393 ¢ 203 0 3,113,961
387.00 75,343 2.83 ) .. 5397 . 316 . 0: 316 0 0 0 77,687
387.40 839,236 4.94 ] 530 488 17,6843 | 41! 17,884 : 0 0: 0 946,542 |
387 50 363.074 11.76 _ ) 1 o ) 33,154 ¢ 0’ 33,154 . [ 0 0 543 651
390 10 85.422 2.10 ) 210 ¢ 0 210 - 0 0 0 86,683
391 10 1.791.600 4.10 1 . . 12,023 ; 0. 12,023 0 0 ) 1,603,239
391.11 13,746 4 56 93 ; 0. 93 . 0 0 0. 14,303
39112 2,520,633 8.93 ) $1.208 . 0 11,298 - 0: 0 0. 696,702 |
392,00 §3.268 13.50 . (10,337) ) (8.898) |- 1,097 ¢ 741y 356 ° 0 0. [ §5,283
393 00 16,675 0.00 ) _ 0 0 0. [ 0: 0 14,375
394 00 5.797,220 373 ) ) 44890 , 0’ 44,800 : 0 0 0: 5,903,942
394 12 1,953,286 001 16 . [N 16 0 0: 0 1,953.384
395 00 35,023 355 . ) 109 0: 109 | 0 : 0 [ 21749
396 00 1,367,642 149 ) (29.680) . (20,934) 1782} {1,745). 38 0 0 0 1,367.141
397.10 163.625 0.00 ) ] 0. 0: 0, 0. 0’ [ 0
397.50 884,202 1110 | . i 5881 | ) 5,881 22,628 : 480 . 23,318 : 0 0 0 1,010.087
398.00 199,269 6.71 ) ) ] ) 4724 © 0: 4724 0: [ 0 188.829
303.00 8,753,916 1 254,588 ; [N 254,568 © [ [ 0 8,259,104
305.00 0 1 . 1 . 0 0. 0. 0 [N 0" 0
362.00 0 o ) ) . 0 0 0 0 0 0: 0
362 10 (1,686.454) 1 | 115,460 | ) 373,852 [N 31,154 31,154 ¢ 0. [ 0 (1,521,061
374.20 179,478 . i (30,727) B (30,727) [ (2.561). (2.561) ; 0. 0 0, 164.115
37571 740,882 1 . t 1 ) 29,015 : [ 20015 . 12329 ) 0! 886.497

. 389.20 of . . . L 0. 0 0: o, o 0, 0
Tota! 395,442,217 4,501,663 4,518,788 4,200,387 - 376,566 : 4,664,953 ; 2317931 ' 483658 i 244 : 407,479,306




Exhibit JSS-01

Page 7 of 13
RESERVE BRINGFORWARD
smber of months for accrual calculation = II]amberof months in FFTY = EZ'
PROJECTED 16 PROJECTED 2017
2016 Accrual Syr ‘S-ye 2017
NOV 30 Rates COR Salvage | Amort of NS COR Salvage | Amort of NS JUNE

Account | Begin. Balance 2016 % of Rets| % of Rets 2011-2015 % of Rets| % of Rets{ 2012-2016 {Avg. AccmloiAmoﬂ.oms'L Accruals | Retirements ;CostomenmalLSalvage Ending Balance
350.20 1,931 0.00 0: 0: [1] 0 0: 0: 1,931
351.20 1.067,831 7.88 i 3 22 122 20,900 ; 10 . 20,910 0 0. 0 1,214,204
352.01 799.118 000 R 0: 1] 0- [ [N 0 799.118
352 02 _168,680 0.00 R 0: 0. 0. 0 [ 0: 168,680

| 352.10 206,932 0.00 [N 0 0. 0 [V 0 206,932
353 00 405,268 000 ) 0: 0 0: 0 0° 0 405,288
354.00 651.798 3 37 2613 1] 2613 ; 592 | 0. 0} 667,160
355 00 123.010 0.00 _ . 0 0 1] (] 0 0 123010
374.40 657,837 1.74 0.13 1626 0.13 2,205 3,892 ; 184 4,076 ; 2431 ¢ 277, 0 - 673,679
374 50 1,601,503 1.31 : . 3537 : 0. 3,537 : 0 [ [ 1.626 259 |
375 34 1,327,973 2.12 0.85 19.666 0861 . 21,838 9,334 ; 1.820 : 11.154 . 4,072 ; 2,484 : 0: 1,373,548
375.60 73,641 0.98 . 218 218 72 ; 18 90 : 0: 0 0 74,269
37570 2.332,164 331 0.59 5449 | 059 _ 16,308 21,324 1,359 22,683 ¢ 1.364 : 805 0: 2,463,937
375.80 6.508 2.00 ; . _ 28 : Q 20 ; 0; [ 0 6,701
376 00 194,534 832 205 0.15 1,109,526 014 1,295,637 2,282,022 - 107.970 2,389,991 : 2,103,111 294,436 0: 200,280,825
378 00 10,020.157 324 0.39 120627 | 044 124,261 122,816 10.357 . 133,172 : 36814 ; 16,198 [ 10,707.794
379.10 93,180 3.17 18 18 373 2 374 : 0. 0. 85,800
380 00 111,536,567 284 0.60 3154138 | 054 2,710,597 1101064 : 225883 _ 1328947 : 441,747 ; 238,543 | 0 117,553,238 |

| 381.00 15,673.710 245 001 (6.464) 002 (6.534) 75.208 | (545): 74,743 14,157 ; 0: 283: 16,126,118
38110 8,582.181 7.38 147,064 ° 0 147,064 908 : 0 1) 9.590.605
38200 11,909.425 194 59,726 : 0 §9.726 . 13.660 0: 0 12,260,098
383.00 3,567,108 259 25,149 0 5,149 : 6.203 ; [ 0, 3,711.451
384 00 2.972.034 173 B 572 0 5,572 0 [ 0. 3.011.036
385 00 2,981,725 378 0.20 40,219 o2 34,434 20,408 2,870 : 23,277 1,610 ; 338 Q- 3,135311
3687.00 75,343 283 5397 . 316 0. 316 0. [ 0 79.002
387.40 839.238 494 530 488 17.843 41 . 17,684 Q: 0: 0. 964,425
367.50 383,074 11.76 34,429 [ 34,429 i [ 0 0. 576,080
390.10 85.422 2.10 210 . 9 210 : 0: 0: 0 86.893
391.10 1,791.600 410 12,023 | 0 12,023 0; 0 0 - 1,615,262
391 1% 13.746 456 93 : 0 93 . [N [ 0. 14,396
39112 2,520,633 893 . 11,298 ; [ 11,298 . 0 0; 0: 706,001
392.00 53,268 13.50 (10,337) (8.896) 1,097 : (741) 356 ; 0 0. [ 55.639
393 00 16,675 0.00 0 0 0: 0’ 0 0’ 14,375
394.00 5.797.220 373 45,216 . 0: 45,218 : 0 0. 0. 5,949,158
394 12 1,953,286 0.04 16 0. 16 (I (/I 0 1.953.400
39500 35.023 355 109 ; 0 109 : [1] 0 0: 21.858
396.00 1,367,642 149 1(29,680) (20.934) 1,782 , (1.745) . 38 ; 0. 0. 0 1,367.176
397 10 163,625 0.00 o . 0 [ 0: 0 0! 0 0
397.50 884.202 11.10 i 5.861 5.861 23,799 ; 490 ; 24.209 | [ K 0: 0 1,034.376
398.00 199269 | 6.71 i . 4748 0 4,748 0 0. 0, 193,576
303 00 8.753,916 R 254,568 : 0 254,588 36,135 0, 0_ 8.477.556
305.00 0 | [ 0 0 0 0 0- 0
362.00 0 1. . 0: 0: 0 0 0. 0. 0

| 362.10 {1.686.454) 115460 | 373,852 0 31.154 31,154 . [ [ 0! {1.489,906
374.20 179,478 (30.727) (30.727) [N {2.561) (2.561). 0 0. 0. 161,554
375 71 740,882 _ L 29,015 | 0. 29 015 : 1,329 0: [N 914.183

 389.20 of : 0, 0: 0. 0 0 0
Total 395,442,217 4,501,669 4,518,788 4,337,760 y 376,566 4,714,326 : 2,663,833 . §53,081 ; 283 . 408,977,000




Exhibit JSS-01

Page 8 of 13
RESERVE BRINGFORWARD
imber of months for accrual calculation = mmber of months in FFTY = E
PROJECTED 16 PROJECTED 2017
2016 Accrual Syr ‘Syr 2017
NOV 30 Rates COR | Salvage | Amortof NS COR | Salvage | Amortof NS JULY

Account | Begin. Balance 2016  |%ofRets{% of Rets| 2014-2015 | % of Rets| % of Rets| 2012-2016 Avg.AccmuiAmon.omsLAacmls z Retirements §¢:oatocaemoval smagegemmaalmco
350.20 1.931 0.00 0. 0: [ 0 0 0 1.931
35120 1,067,631 7.66 122 122 20.900 < 10 20.910 . 0 0 0 1.235.115
352.01 799.118 0.00 0 0 [ 0. 0. 0. 799,118
35202 168,680 0.00 0 0: 0 0 0 [H 168,680
352,10 206,932 000 _ 0. 0 0 0. 0 0 206,932
353.00 405.288 000 i 0’ 0 0 0 [H 0 405,208
354 00 651,798 3.37 2,629 ' 0 2629 : S61 0 0. 669.228
355 00 123.010 0.00 0: 0 0! 0 0. 0 123,010
374 40 657.837 174 0.13 1626 013 | 2,205 3921 184 4,105 ! 1.771 . 230 . 0 675,782
374.50 1,601,503 1.31 3537 ! 0 3537 ¢ 0! 0’ 0: 1.629.796
375.34 1,327,973 212 085 19,666 | 061 21,838 0.404 1,620 | 11,224 | 3,659 : 2,232 0 1,376.880
375.60 73641 098 _ 218 218 72, 18 90 . 0, 0 0. 74.359
375.70 2,332,164 3.31 059 5449 059 16,308 21,363 _ 1,359 ; 22722 ¢ 1,364 805 , 0: 2.484 490
375.80 6,508 200 . 28 0 28 . 0 0 0. 6.728
376 00 194,534,832 2.05 0.15 1,109,526 | 0.14 1,295,637 2.317.829 . 107,970 2,425,799 | 1,992,352 _ 278,929 : 0: 200435343
376 00 10,020,157 3.24 039 120627 | 0.44 : 124,261 123.799 . 10.357 - 134,156 34.374 15,125 ° 0 10,792,452
379 10 93,180 3.17 18 18 73 2. 374 ; 0 0" 0: 96.174
380.00 111,536,567 2.84 060 3154138 | 054 2,710,507 1111370 . 225883 1,337,253 ; 409.108 220,918 0:  118.260.464
38100 15.673.710 2.45 0.0 (6.464)| 002 (6.534) $.570 . (545) 75,025 12.866 0 257 16,190 535
381.10 8.582.181 7.36 147,106 : 0. 147,106 . 454 © 0 0. 9,737,257
382 00 11.909.425 1.94 1 §9.941 ' 0. $9.941 12.247 0, 0. 12.307.792
383 00 3,567,108 2.59 25277 [ 25277 5431 ; [ 0 3,731,297
384.00 2.972.034 173 . 5.572 0. $.572 0 0. 0 3.016.608
385 00 2.901.725 378 0.20 40219 | 021 34,434 20,458 2.870 23,327 1.475 . 310 0. 3,156,853
387 00 75,343 2.83 5,397 ) 316 ; 0 316 [ 0. ) - 78,318
387 40 839,236 494 L $30 | 488 17,843 © 41 17.864 © 0’ 0 i 982,309
387.50 363,074 1176 35,704 0 35,704 : [ 0 0 - 613,784
390.10 85,422 2.10 210 0 210 0 : 0. [ 87,103
391 10 1,791,600 4.10 12,023 0 12,023 - 0; 0- 0 - 1,627,285
391.11 13,748 4.56 i 93 0 93 : 0. 0 0. 14,489
39112 2,520,633 8.93 ) 11,298 . 0 11,298 0. 0. 0 719,299
392 00 53268 | 1350 {10,337) {8,896) 1,097 ; (741) - 356 0. 0 0 55,995
393.00 16,675 000 0; 0 0. 0: 0 0 14.375
394 00 §,797,220 3.73 45.543 0 45,543 ; 0’ 0 0 5.994.701
294 12 1,953,266 0.01 16 ; [ ¥ 16 ; 0 0 0. 1,953,418
385 00 35,023 3.55 . 108 0 109 - B 0 0 21.967
396 00 1,367.642 149 (20 680) (20.934) 1.762 (1745). 38 [N 0: 0 1,367,216
397 10 163.625 0.00 0 0 0 0 [H 0 0
397.50 884,202 1110 i 5,881 5,881 24.770 ¢ 490 25.260 0. [ 0. 1.059.636
398 00 199.269 6.71 4,771 0 4771 0 0. 0. 198.347
303.00 8.753,916 ) 254,588 0 254,588 . 12,607 0 0. 8719.337
305 00 0 ) 0 0. 0 0. 0 0 0
362.00 0 i A 0. 0. 0 0 [ 0. 0
362.10 (1,666.454) 115,460 373,852 0 31.154 ° 31,154 [ 0 0 (1,458,752
374.20 179.478 (30,727) (30.727) 0 {2.561) : _{2.561): 0: 0: 0. 158.993
375.71 740,882 29.015 . 0" 29,015 1329 : 0 0 941.868
389 20 0 ) i [ 0 0. 0 0. )

: : . :

Total 395,442,217 4,501,669 4,518,788 4,388,325 . 376,566 | 4,764,890 ;: 2,489,798 : 518,548 © 257 : 410,733,801




Exhibit JSS-01

Page 9 of 13
RESERVE BRINGFORWARD
imber of months for accrual calculation = lIl;mber of months in FFTY = !Il
PROJECTED 16 PROJECTED 2017
2016 Accrual Syr ‘Syr 2017
NOV 30 Rates COR | Satvage | Amortof NS COR | Salvage | Amortof NS AUGUST

Account | Begin, Balance 2016 % of Rets | % of Rets 2011-2015 % of Rets | % of Rets| 2012-2016 |Avg. Accruals!Amort. MNS{ Accruals f Retirements }cma Romoval}SaWagofEndlng Balance
350 20 1,931 0.00 0, 0 0 0 0 - 0. 1,931
351.20 1,067,831 7.86 122 _ 122 20900 10 ° 20,910 . 0 0 0. 1,256.025
352 01 799,118 0.00 0. [N 0 1] 0 0 - 799,118
352.02 168,660 0.00 _ 0: 0: 0. 0: 0. 0 168,680
352.10 206,932 0.00 [N [ 0: 0 0. 0 206.932
353.00 405.268 0.00 A 0. 0 0. 4] 0 0. 405,268
354.00 651.798 337 2,645 i 0. 2.645 ¢ 517 . 0 - [ 671,356
355.00 123010 000 o 0: 0 [ [ [ [ 123,010
374 40 657,837 1.74 0.13 R 1.626 0.13 2,205 3,948 184 : 4,132 1,861 ° 242 . 0 677.811
374 50 1,601,503 1.3 . 3,537 0 3.837 0. 0. 0: 1,633.332
375.4 1,327,973 2.12 065 19,666 0.61 21,838 __9.469 . 1,820 11,289 - 3,556 . 2,169 : 0. 1,384,444
37560 73,641 098 218 218 72! 18 . 90 0! ('] 0. 74.449
37570 2.332,164 331 0.59 5,449 0.59 16,308 21401 1,359 ° 22,760 1,364 : B0S 0. 2,505,082
375.80 6508 | 200 ) 28 0 28 N [ NCR! 6,756 |
376.00 194,534,832 2.05 015 1,109,526 0.14 1,295,637 2,351,980 107.970 ;.  2.459,950 1,913,650 267,911 0 200,713.73¢
378.00 10,020,157 3.24 0.39 120,627 044 124,201 124,719 10,357 135075 32,142 , 14,142 0 10,881.243
379.10 93,180 3.47 18 18 373 . 2. 374 . 0 0: 0 96.549
380.00 111,536,567 264 0.60 3,154,138 054 2,710,597 1,120.997 : 225883 - 1.346.880 . 385,698 208 276 . 0 : 119,013,372
381.00 15,673,710 245 ] oot (6.464) 0.02 (6.534) 75,834 ° {545) 75,289 12,362 0 247 [ 16,253,709
381.10 8,582,181 7.38 147,548 ; [N 147,548 . 13,617 0: 0 9,871,189
382.00 11.909,425 194 60.141 0 60,141 : 11,929 0 0 12,356,003
383.00 3,567,106 2.59 25.397 i 0 25,397 - 5.417 ¢ 0. 0 3.751,277
384 00 2,972,034 173 R 5572 i 0, 5572 : 0 0 0. 3.022.179
385 00 2,981.725 .78 0.20 40,218 021 34,434 20,504 2,670 : 23,374 . 1.406 - 295 0: 3,176,526
367.00 75,343 2.83 5.397 R 316 : 0. 316 ; 0. 0 [ 78 634
367 40 839.236 494 530 488 17.843 41 17,684 : 0: 0. 0} 1,000,193
387.50 363,074 1178 36.979 ° 0. 36,979 : 0 0: 0 650,763
390.10 85422 2.10 210 . 0. 210 0: 0. 0. 87,313
391 10 1.791,600 410 1 12,023 ° 0 12,023 : 0’ 0: [N 1,639,308
391. 11 13,746 4.56 93 . 0 93 0. 0. 0 14,581
39112 2,520,633 8 93 11,298 ; 0 11,298 : [ 0 0. 730,587
392 00 53.268 13.50 {10.337) (6.896) 1,097 ¢ (741)° 356 : ] 0 0 56,351
393.00 16.675 0.00 0 0: 0: 0 0. [»] 14,375
394 00 5,797,220 373 45 869 ° 0 45,869 : 0: 0’ 0 6.040,570
394.12 1,953,286 001 16 : 0: 16 . 0. 0, 0 1,953,433
395 00 35.023 355 109 - 0 109 ¢ 0: [] 0 22.075
396 00 1,367,642 1.49 X ) {29 680) (20.934) 1782 ; _ (1.745). 38 - 0 0 0: 1,367.254
397 10 163,625 0.00 . [N 0. 0: 0. 0 0 [}
397.50 884,202 1110 5.881 5,881 25.741 490 26,231 ¢ 0’ 0. 0 1,085,867
398 00 199,269 68.71 | _ 4794 ; 0 4794 . 0 0 - 0 203,141
303.00 8,753.916 - 254,588 - 0. 254,588 ['] 0 0 8,973,925
305.00 0 0. 0 0: 0 0 0 0
362 00 0 e 0; 0. 0 o 0 0’ 0
362 10 {1.686.454) 115.460 373.852 0 31,154 . 31,154 ¢ [ 0. [\IN {1.427.598)
374.20 179,478 (30.727) (30.727) 0 (2.561) (2.561); 0. 0 0 156,433
375.71 740,882 29,015 : 0 29.015 1,329 : 0’ 0. 969.554
380.20 | 0 i - N 0. 0: 0. 0: 0: 0: ]
Total 395,442,217 4,501,869 4,518,788 4,436,836 : 376,666 © 4,813,401 @ 2,384,846 493,840 ! 247 412,668,763




Exhitit JSS-01

RESERVE BRINGFORWARD Page 100113
imber of months for accrual calculation = Emnbero! months in FFTY = E::l
PROJECTED 16 PROJECTED 2017
2016 Accruatl Syr ‘S-yr 2017
NOV 30 Rates COR | Satvage | Amortof NS COR | Salvage | Amort of NS SEPTEMBER

Account | Begin. Balance 2016 %ofRets| % of Rets] 20112015 | % of Rets|% of Rets| 2012.2016 |[Ave. Actmh}Amoﬂ.ot us§ Accruals ; Retirements QCostol Rcmoval%SaIvm;EndIng Balance
350.20 1,931 0.00 0: 0: 0. 0 0 0 1,931
35120 1,067,831 7.66 122 | 122 20,900 : 10 ; 20910 : [H 0. 0 1,276,936
352 01 799,118 0.00 0: 0. 0: 0: 0 0 799.118
35202 168,680 000 0 0 0 0 0: [ 168.680
352.10 206.932 0 00 0 0 0 0 0. 0 206.932
353 00 405.288 0.00 0: K 0 0: 0 - 0. 405,288
354.00 651,798 337 ) 2659 0: 2659 : 493 | [B 0 673,522
355 00 123,010 0.00 i 1 H 0° 0: D [ 0 123,010
374 40 657,837 174 0.13 1626 ! 0.13 2,205 3.977 ; 184 . 4,161 : 2077 . 270 0 679.624
374 50 1,601,503 131 ) . 3,537 . 0: 3537 ° 0 . 0: [ 1,636.669
37534 1,327.973 2.12 0es 19666 | 061 21.838 9,534 : 1,820 . 11,354 - 3634 2217 0: 1,389,948
375.60 73,641 0.968 . 218} . 218 721 18 ; 90 0: 0 0 74,539
375.70 2.332.164 3.3 059 s449t 059 16,308 21.440 ; 1.358 - 22,799 1,364 805 0 2,525.712
375.80 6,508 2.00 . 28 . 0: 28 . 0: 0: 0. 6,783
376 00 194,534,832 2.05 0.15 1,108,526 | 014 1,295,637 2383963 ;: 107,970 ; 2481933 1 1744417 : 244.218 0 201,217,029
378 00 10,020,157 3.24 039 i 120627 | 044 124,281 125505 ° 10.357 . 135952 ; 31,281 ; 13,764 0: 10,972,150
379 10 93,180 317 18 18 373 ; 2: 374 ¢ 0. 0 0: 96.923
380.00 111.536.567 284 0.60 3154138 | 054 2,710,587 1,130.265 ; 225883 :  1.356.148 ; 379,449 - 204,902 ; 0. 119.785.169
381.00 15.673.710 2.45 001 (6.484)| 0.02 (6.534) 76.093 © (545) 75.548 12,460 0: 249 . 16,317.047
381 10 6,582,181 73 148.004 ° 0: 148,004 ; 908 [E [ 10.018,285
382 00 11,909.425 1.94 60,340 : 0: 60,340 : 12.227 - [B 0: 12,404,117
383 00 3.567.106 2.59 25,520 | 0 25520 . 5,711 [ 0 3.771,086
384.00 2,972,034 1.73 . . 5,572 : [ 5,572 : 0 [ 0. 3,027,751
385.00 2,981,725 378 0.20 40219| o021 34434 20,549 : 2,870 . 23419 ; 1,402 : 294 0: 3,200,248
387 00 75,343 2.83 5397 ) 316 : 0. 318 [ [H N 78,949
387 40 839,236 494 530 488 17,843 : 41 17,884 . 0 0. 0. 1,018,077
387.50 383,074 11.76 38,254 : 0 38.254 _ 0 0. 0- 689017
390.10 85.422 2.10 210 ° 0 210 0 - 0 0. 87.523
381 10 1,791,600 410 12,023 : 0. 12.023 ; 0 0 0 1,851,332
391 11 13,746 456 93 ; 0. 83 0 0 0 14,674
391 12 2.520.633 8.93 11.298 . [ 11,298 : 0; 0- 0. 741,895
392.00 53,268 13.50 (10.337) (8.896) 1,097 - (741)* 356 0. 0 0 58.707
393.00 18.675 000 0 0 0 [H 0 0: 14.375
394 00 5,797,220 3.73 46,196 0: 46,196 ° 0 0. 0. 6.086.766
394.12 1,853.286 0.0t 16 [ M 16 0: 0: 0 1,953.449
395.00 35,023 355 . ) 109 . 0 109 0 0: 0: 22,184
396.00 1,367,642 1.49 {29.680) (20.934) 1,782 ; (1.745)° 38 0: 0 0 1,367,202
397.10 163,625 0.00 0 0 0. 0: 0 0 0
397.50 684,202 1110 5,881 $.881 26,713 490 - 27.203 . 0 0! 0. 1,113,070
368.00 199,269 6.71 4,018 : 0. 4,818 : 0 0 0. 207.959
303 00 8.753.918 254,588 : [ 254.588 181,191 0 0 9,087,322
305 00 0 0 0 - [B 0 0 0. [0

36200 0 1 L 0 0 0 0. 0 0 0
362.10 (1.686.454) 115460 373,852 0 31,154 31,154 : 0: 0 0 (1,396,443
374 20 179,478 (30.727) (30.727) 0: (2.561) (2.561) : 0: 0: 0 153,872
375.71 740,882 i 29.015 0: 29.015 1,329 . (B 0 997,239
389.20 0 0 0} 0. 0, a: 0: [
Total 395,442,217 4,501,669 4,518,768 4482790 : 376,566 4,859.355 | 2,357,943 i 466,470 - 249 . 414,703,954




Exhibit JSS-01
Page 11 of 13

RESERVE BRINGFORWARD
mber of months for acerual calculation = Ember of months in FFTY = E
PROJECTED 16 PROJECTED 2017
2016 Accrual Syr ‘Syr 2017
NOV 30 Rates COR Salvage | Amort of NS COR Satvage | Amort of NS OCTOBER

Account | Begin.Balance | 2016 |%ofRets|% ofRets| 20112015 | % ofRets|% ofRets| 20122016 |Avg. Accrusie]Amort. of NS| Accrusis | Retirements :Cost of Removal  Salvage: Ending Balance
350.20 1,93t 000 0 0, 0. 0 0 0. 199
35120 1.067.831 786 122 122 20,900 : 10 ! 20,910 ; 0. 0: o 1,297,846
35201 799,118 000 | 0: 0. 0 0 [} 0 799,118
352.02 168 680 0.00 i 0 0: 0: 0 [} 0 166 680
352.10 206932 000 i 0 0, 0. 0. 0, 0. 206,932
353.00 405.288 0.00 0 0: 0 ) 0 0 405.268
354.00 651,798 337 2675 ; 0. 2675 , 582 0 0 875,615
355 00 123,010 000 . 0: 0: 0; 0 0 [N 123,010
374.40 657,837 174 0.13 1626 | 013 2,205 4014 ; 184 4,197 : 2,849 370 : 0 660,602
374 50 1,601,503 131 ) 3537 ¢ 0. 3537 ; 0 [ [ 1,640,405
375.34 1.327.973 212 065 19,666 | 061 21,838 9.609 : 1.820 ; 11429 4,609 2611 0 1,393,956
37560 73,641 098 . 218 | 1 218 72 18 . 90 : 0 0 0 74.628
37570 2,332.164 331 059 5448 | 059 16,308 21478 1,359 . 22837 1,364 805 0- 2.546,380
375.80 6,508 2.00 28 ; 0 28 0. [ 0 6811
376 00 194,534,632 205 0.15 1,100526 | 0.14 . 1,295,637 2416265 1 107970 : 2524235 : 1,950,106 _ 273.015 0 201518143
376.00 10.020,157 324 0.39 120627 | 044 124,281 126.549 : 10,357 ¢ 136,905 : 37,735 16,603 ] 11.054.717
379 10 93,180 317 18 18 373} 2 374 0 0: 0 97,297
380 00 111,536.567 264 060 3154138 [ 054 2.710.597 1140460 : 225683 ;  1.366352 463.018 250,030 0 120438473
38100 15,673,710 245 0.0 (6.484) 0.02 (6.534) 76,386 : _(545), 75842 ° 15.587 0 312 16,377,613
38110 8,582,181 7.36 148,081 ; [ 148.061 908 0. 0 10,165,438
382.00 11,809,425 164 60.570 | 0! 60,570 ; 15,549 (M 0. 12,449,138
383.00 3.567.106 259 i 25.665 0. 25665 | 7,458 [N 0. 3,789,293
384 00 2.972.034 173 . 5572 - 0 5572 [ 0: 0 3,033,323
385 00 2981725 378 0.20 402191 o021 34434 20,600 2,870 . 23.470 ; 1.735 3684 : 0 3.221618
387.00 75.343 283 6397 | 316 ; [ 316 ; [N 0 0 79,265
387.40 839,236 494 A 530 488 17.843 . '’ 17.884 © 0. 0: 0. 1,035,960
387.50 363074 | 1176 . 39.529 : 0 39,529 . 0 0 [ 720.546
390 10 85,422 2.10 210 ¢ 0: 210 ; [ 0 0. 87.733
391.10 1,791,600 4.10 12,023 ; o’ 12,023 0 0: 0: 1,683,356
39111 13,746 456 93 : [ 93 0 0 [ 14,767
39112 2,520,633 893 11.298 ¢ 0 11,299 0. 0 0 753,193
392 00 53,268 | 1350 {10,337} (6.696) 1,007 ; 741) 356 0 0: [} 57,063
393.00 16,675 000 5 0. 0 0: 0 [ 0 - 14.375
394 00 5.797.220 373 46,522 ; 0: 46,522 ; 0 0: 0. 6,133,287
394.12 1.953.286 00t 18 : 0 16 ° 0 0 0 1,953.465
395 00 35023 385 . . 109 0 109 0. 0. 0 22293
396 00 1,367 642 1.49 (29.680) | (20.934) 1.782 : {1.745) 38 . 0 9: o 1.367.330
397.10 163,625 000 . [H 0 0; 0 [ [} 0
397.50 884202 | 11.10 5.681 5,881 27.684 480 : 26,174 . 0 0 0 1,141,244
398 00 199,269 671 . 4841 ¢ 0. 4.841 o 0: 0 212,800
303.00 6.753.916 254,588 . 0. 254,588 : 31,257 | [N 0 9,290,652
305 00 0 B 0, Q- 0: 0 0 0. 0
362.00 0 . [ 0" 0 0 0. 0: [
362.10 {1,686,454) X 115,460 373852 0. 31,154 31,154 ; 0 0 0. (1,365.289
374.20 179.478 i @o,727)| (30,727) 0; (2.561); _(2.561)° 0: 0; 0 151,312
757N 740.882 B 29,015 : 0: 29,015 1,320 - 0: 0 1.024.925

38920 0 i o 0, [N 0 0, [ 0]
Total 395,442,217 4,501,669 4,518,788 4,520,707 ;376566 : 4,906,352 . 2,834,086 543999 . 312 416,532,634
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RESERVE BRINGFORWARD
mber of months for accrual calculation = IZl-mber of months in FFTY = E
PROJECTED 16 PROJECTED 2017
2016 Accrual Syr ‘S-yr 2017
NOV 30 Rates COR | Satvage | Amortof NS COR | Salvage | Amort of NS NOVEMBER
Account | Begin. Balance 2016 % of Rets | % of Rets 2011-2015 % of Rets | % of Rets| 2012.2016 |Avg. Accmalsi Amort. of Ns; Accruals gr Retirements i Cost of Removal g Salvogeg Ending Balance
350 20 1,931 0.00 0 0 0. 0: 0 0 1,931
351.20 1,067,831 7.86 ) 122 ) 122 20.900 10 ¢ 20,910 : 0: 0: 0 1.318.757
352 01 799.118 000 0. [ 0. 0 0. 0. 799,118
352.02 168,680 0.00 0’ 0. 0. 0. 0. [ 168,680
352.10 206,932 0.00 . . 0. 0. 0. 0: 0 0 206,932
353 00 405,288 0.00 [H 0 [H 0: [ 0 405,288
354 00 651,798 3.37 2,689 0: 2689 454 © [ D | 677,850
355.00 123,010 000 0 0 0: 0 - 0: 0. 123.010
374 40 657,837 1.74 013 1626 | 0.3 2.205 4056 184 * 4240 ° 2,939 . 382 0 681,521
374 50 1,601,503 1.31 3,537 0 3.537 - 0! 0. [ 1,643,942
375.34 _1,327.973 2.12 065 19,666 | 0.61 21,838 9.688 | 1820 . 11,508 4,167 : 2,542 . 0 1,398.755
375 60 73,641 098 218 218 72 18} 90 . 0, 0 0 74,718
37570 2,332,164 3.3t 059 5449 058 16,308 21,517 ¢ 1,359 ! 22,876 - 1.364 ! 805 0, 2.567.087
375.80 6,508 2.00 . . 28 ¢ 0 26 0 0: 0. 6,838
376 00 194,534.832 2.05 0.15 1109526 | 0.4 | 1295637 2.446.777 107,970 . 2.554.747 - 1,539,641 215,550 0.  202.317.699
376.00 10,020.157 324 039 120627 | 0.44 124,281 127.496 10,357 : 137.853 . 30,852 13.575 0’ 11,148,144
379 10 93.180 3.17 18 18 373 . 2. 374 0: 0- 0. 97,671
380 00 111,536.567 284 060 3154138 | 054 2,710,597 1150776 : 225683 ; 1.376.660 _ 387,944 209,490 . 0.,  121.217.699
381 00 15.673,710 2.45 0.01 . (6464)) 002 (6,534) 76 692 * (545) 76,148 - 13.731 . 0 275 16.440.305
381.10 8.582,181 7.36 i 148.517 0 148,517 . 13617 : 0. 0 10,300 337
3682 00 11,909,425 1.94 60.816 _ 0: 60,816 14.132 ° 0. 0 12,495.822
383.00 3,567,106 2.59 25826 0 : 25.826 7.106 ; 0 0 3.808.013
384.00 2.972.034 173 5572 . 0 ; 5,572 0 - 0 0 3,038,895
305.00 2.981.725 3.78 0.20 40219} 0.21 34,434 20.652 - 2.870 : 23522 . 1.496 : 314 . 0 3.243.330
387.00 75,343 2.83 5,397 316 ; 0: 316 0! 0: 0 79,581
387.40 839.236 4.94 530 488 17.843 : 41 : 17.864 . 0 0 0. 1,053,844
387 50 363.074 1176 40.804 [ 40,804 : [H 0 0 769.350
390.10 85,422 2.10 210 . 0: 210 : 0. 0 0- 87,943
391.10 1,791,600 4.10 A 12,023 . 0 12.023 0 0. 0: 1.675.378
391.11 13.746 456 93, 0 93 0 0 0. 14,860
30112 2,520.633 8.93 ] ) 11,208 0 11,296 0. 0. 0. 764,491
392.00 $3.268 13 50 (10,337) (6.896) 1,097 ; 741) 356 0 [ 0 57.419
393 00 18,675 0.00 0. [ [N 0. 0. 0 14,375
394 00 5,797,220 373 i 46,848 0 46,848 - 0 0’ 0 6,180,138
384 12 1,953,206 0.01 16 - 0. 16 : 0 0, 0" 1.953.462
395.00 35.023 3.55 1 109 [ 109 [N 0 0 22.401
396.00 1,367,642 149 (29,680) | (20.934) 1,782 . (1.745) : 38 0: 0. 0 1,367,368
397.10 163.625 000 0 0. D : 0, 0 0: 0
397 50 884.202 11.10 5,881 5,881 28,655 . 490 29.145 [T 0 0 1,170.389
398 00 199,269 671 4,864 ; 0: 4,864 : 0 0 0 217.664
i ! "
303 00 8,753 916 254,588 ; 0. 254588 ; 0 [ 0 9,545.240
305 00 0 ) 0 [ 0 [ 0. 0 - 0
| _362.00 0 0 0: 0 0 [B 0 0
362 10 {1,686.454) 115,460 | 373,852 0 31,154 ; 31,154 ; [ 0 - 0 (1,334,135)
374.20 179,478 (30,727) (30.727) 0. (2,561) - {2.561) 0. [ 0: 148.751
37571 740,882 . i 29,015 ¢ 0 29.01S 1.329 - 0 0. 1.052.610
389.20 0 o, 0; 0: [} 0; 0; 0
R : 3 . H
Totat 395,442,217 4,501,669 4,518,788 4575546 , 376,566 . 4952412 : 2,018,772 . 442657 . 275 : 419,023,491
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RESERVE BRINGFORWARD ¢
wnmber of months for accrual caiculation = E‘mur of months in FFTY = E
PROJECTED 16 PROJECTED 2017
2016 Accruat Syr 'Syr 2017
NOV 30 Rates COR Salvage | Amort of NS COR Salvage | Amort of NS DECEMBER

Account | Begin. Balance 2016 |%ofRets|%ofRets| 2011-2015 | % ofRets|% ofRets| 2012-2018 |Avg. Accruals|Amort. OfNS| Accruals | Retirements  Cost of Removal | Salvage | Ending Balance
350.20 1.931 000 0 0. 0. 0; 0 0 1.931
351.20 1,067,831 1.86 i R 122 122 20,900 10 * 20,910 0. 0 0 1,339,667
352.01 799.118 000 i 0 0 0. 0. 0" 0: 799,118
352.02 168.680 0.00 0. 0- [ [ [ 0. 168.680
352.10 206,932 000 _ 0 0 0: [] 0: [N 206,932
353.00 405.288 000 0: 0 0 0. 0 0: 405,288
354.00 651,798 337 2.699 0’ 2,699 | 224 ' 0, 0 680,325
355 00 123,010 000 ) o 0: 0 0: [ [H 0: 123.010
374.40 657.837 174 013 1,626 | 013 2,205 4,093 184 4277 - 1,957 254 : 0: 683,587
374.50 1,601,503 131 . b . 3537 ; 0 3537 : 0 0 0: 1,647,478
37534 1,327,973 2.92 065 196686 | 061 21.838 9,748 1,820 ° 11,568 : 2,461 1.501 0 1,406,360
375.60 73.641 0.98 i 218 218 72 : 18 90 0 0 0 74,608
37570 2,332,164 3.31 0.59 5449 | 059 16 308 21,555 : 1,359 : 22914 : 1,364 805 : 0 2.587,833
375.80 6,508 2.00 i 28 : 0’ 28 . [} 0. [N 6.866
378.00 194,534,632 2.05 0.15 1,109,526 | 0.14 1,295,637 2467.087 i 107970 : _ 2.575,057 . 783.300 ° 109,662 : 0 203.999.794
378.00 10.020.157 3.24 039 120627 | 044 124,201 128,147 : 10,357 . 138 504 : 16.229 7,141 ° 0, 11,263,278
379.10 93,160 3.17 18 18 373 2 374 : 0. 0" 0 96,046
380 00 111.536,567 2.84 060 | 3154138 | 054 2710597 | 1,158,024 : 225883 : 1,383,907 210,384 . 113,607 ! 0 122,277,614
381.00 15,673,710 2.45 001 (6.464) 002 (6.539) 76,918 | (545)° 76,374 7,887 0: 158 . 16.508,949
381 10 8,582,181 7.36 148,959 : 0 148,959 ; 454 0; 0: 10.448 842
382.00 11.909.425 194 61.002 . [ 61.002 . 8,390 - [ 0. 12,548.434
363.00 3.587.106 259 25953 0 25,953 4,418 ; 0 0. 3,829,549
384 00 2.972.034 173 5572 : ) 5572 , 0: 0. 0- 3.044.466
385 00 2.961.725 378 020 40219} o021 34,434 20,890 2,870 23.559 839 : 176 0 3,265,874
387.00 75,343 283 A 5.397 318 : [ 316 0, 0 0 79,896
387 40 839.236 4.94 530 488 17,843 : 41 i 17,884 ° 0 0: [] 1,071,728
387.50 363,074 1176 . ) 42,001 ; 0! 42,001 0. 9. [ 811,351
390.10 85422 2.10 210 @ 0: 210 0; 0: 0 86,154
391.10 1.791.600 4.10 11.220 . 0: 11,220 470,380 - 0 0 1,216,208
391.11 13,746 4.56 93 : [ 93 0 0: [ K 14,953
391.12 2.520,633 893 11,298 - 0. 11.298 0 0. 0 775,789
392.00 53,268 13 50 A (10.337) (8.896) 1.068 : {74a1); 327 5,209 0 0 - 52,537
393.00 16.675 000 0 0. 0. 939 ° 0 0 13,436
394 00 5,797.220 3.73 ; 46,864 ; 0 46.664 186,714 : 0 [ 6.040.2686
394.12 1,953,286 0.01 18 0 16 ° 0: 0 0, 1.953.498
395.00 35.023 355 96 - 0 96 8,812 . 0: 0: 13,685
396 00 1,367.642 1.49 (29.660) (20,934) 1,782 | {1.745) 38 0. 0: 0 1,367,406
397.10 183,625 000 0 ) ;. 0 [ 0: 0 0
397.50 884202 1110 5,881 5,081 29.567 ; 490 : 30,057 [ 0. 0 1,200,446
398.00 199,269 671 ~ 4,862 : [ ¥ 4,862 ° 9.172 : 0- 0 213,354
303.00 8,753,916 254,568 ' 0: 254,588 0: 0 0 9,799,828
305 00 0 i 3 0: 0’ 0 0 0 Q: 0
362.00 0 ] o 0: 0 0 0. R 0: 0
362.10 {1.686.454) 115,460 | 373.852 0 31,154 : 31,154 ; 0: 963,491 : 0. {2.266.471)
374.20 179,478 (30.727) (30.727) 0 {2561). _ (2.561)- 0: 0 0 146,190
37571 740,882 20,015 0 29,015 ° 1,320 0- 0 1,080,296
389.20 0 0, 0. Q. 0: o 0 [}

s t H . i

Total 395,442,217 4,501,669 4,518,788 4,606,194 : 376566 i 4,982,760 , 1,720,472 | 1,196,638 . 158 : 421,089,298
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I. Introduction

Please state your name and business address.

Nicole Paloney, 121 Champion Way, Suite 100, Canonsburg, PA 15317.

By whom are you employed and in what capacity?

I am employed by Columbia Gas of Pennsylvania, Inc. (“Columbia” or the
“Company”) as Director of Rates and Regulatory Affairs.

What are your responsibilities as Director of Rates and Regulatory
Affairs?

I am responsible for developing and directing rate activity on behalf of the Company
before the Pennsylvania Public Utility Commission (“Commission”) as well as
coordinating and representing the Company’s position in a variety of regulatory
matters and proceedings.

What is your educational and professional background?

I have a Bachelor of Science in Business and Administration with an emphasis in
Accounting and Finance from The Ohio State University. In 1998, I was hired as a
staff auditor for Deloitte, primarily serving middle market clients in a variety of
industries, including manufacturing, public pension systems and not for profit
clients. I was promoted to manager in 2004, and served in that capacity until I left
Deloitte in July 2005. From August 2005 until August 2008, I was employed by
Cardinal Health in Dublin, Ohio. Cardinal Health provides pharmaceutical and

medical products to the Health Care industry, and is also a manufacturer of medical
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and surgical products. I was a manager in Internal Audit during my tenure at

Cardinal, with responsibility over internal audits that took place in the
manufacturing and corporate segments of the company.

In August 2008, I joined NiSource Corporate Services Company (“NCSC”) as
an Internal Audit manager, with responsibility for internal audits that took place in
NiSource Inc.’s (“NiSource”) Gas Distribution segment. In September 2011, I
transitioned to the Regulatory Strategy and Support group in the role of Project
Manager, providing support to the state regulatory teams in Pennsylvania and
Maryland. In May 2014, I began my role as Director of Rates and Regulatory Affairs
for the Company.

Have you previously testified before this Commission or any other
Commission?

Yes, I submitted testimony for Columbia in its 2015 base rate case at Docket No. R-
2015-2468056 as the Rate Base witness. I also have submitted testimony in support
of Columbia’s request to lift the cap on its distribution system improvement charge
at Docket No. P-2015-2521993 and Columbia’s pending abandonment proceeding
at Docket No. A-2015-2513395. In addition, I have testified before the Maryland
Public Service Commission (“PSC”) on behalf of Columbia Gas of Maryland as a
cost of service witness in Case No. 9316 and a policy witness in Case No. 9354.
What test year will you be addressing in your testimony?

I will be addressing the twelve month period ending November 30, 2015 as the
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Historic Test Year, the twelve month period ended November 30, 2016 as the

Future Test Year and the twelve month period ended December 31, 2017 as the
Fully Forecasted Rate Year.

Please describe the scope of your testimony in this proceeding.

First, I am supporting the exhibits listed and described in the following table:

Exhibit No. Description
Exhibit No. 8 Historic test year rate base

Exhibit No. 10, Schedule 3(22) Supporting data detailing curtailment
adjustments, procedures and policies.

Exhibit No. 10, Schedule 4 (38) | Company policy with respect to replacing
(39) customers lost through attrition and
procedures to govern relationships between
respondent and potential customers

Exhibit No. 10, Schedule 5(4) Schedule showing maximum coincident peak
day demand, maximum coincident three-day
peak day demand, average winter season
(Nov.-Mar.) monthly consumption, average
summer season (Apr.- Oct.) monthly
consumption and average daily consumption
for each 12 month period for test year and four
prior years by customer classification.

Exhibit No. 10, Schedule 7 Sales by customer class, sources of gas supply
and line losses

Exhibit No. 12, Schedule 1 (5) Schedule showing the sources of gas supply
associated with annualized Dth sales

Exhibit No. 12. Schedule 2 Net fuel clause adjustment by month for the
test year

Exhibit No. 12, Schedule 3 Statement of over/under collection from gas
cost rate

Exhibit No. 12, Schedule 4(24) Purchased gas for test year and prior year

Exhibit No. 12, Schedule 4(25) Energy cost per Dth and operating ratio

Exhibit No. 12, Schedule 4(26) Bulk transmission service costs

Exhibit No. 12, Schedule 4(30) Purchased gas detail

Exhibit No. 12, Schedule 4(36) | Amounts of gas obtained through various
suppliers
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Exhibit No.

12, Schedule 5 (31)

Determination of fuel costs

Exhibit No.

12 Schedule 6 (11)

Net fuel clause adjustment

Exhibit No.

12, Schedule 7

Adjustment of purchased gas expense

Exhibit No.

12, Schedule 8

Statement of over/under collection from gas
cost rate and recovery of fuel costs by the
utility

Exhibit No.

13, Schedule 4(46)

Internal and independent audit reports of the
test year and prior calendar year

Exhibit No.

13, Schedule 6(27)

Schedule of gas producing units retired or
scheduled for retirement

Exhibit No.

15

Corporate history; overall system map; map of
gas system facilities and gas service areas; and
affiliate relationships

Exhibit No.

16 (7)

Recovery of uncollectible and delinquent
accounts

Exhibit No.

17, Page 1(1)

Description of all property; gas supply; service
agreements

Exhibit No.

17, Page 7(28)

Details of firm gas--affiliated and non-
affiliated utilities

Exhibit No.

108

Future test year and fully forecasted test year
rate base

Exhibit No.

110, Schedule 3(22)

Supporting data detailing curtailment
adjustments, procedures and policies

Exhibit No.

110, Schedule 4

Company policy with respect to replacing
customers lost through attrition and
procedures to govern relationships between
respondent and potential customers

Exhibit No.

110, Schedule 5(4)

Schedule showing maximum coincident peak
day demand, maximum coincident three-day
peak day demand, average winter season
(Nov.-Mar.) monthly consumption, average
summer season (Apr.- Oct.) monthly
consumption and average daily consumption
for each 12 month period for test year and four
prior years by customer classification

Exhibit No.

110, Schedule 7

Sales by customer class, sources of gas supply
and line losses

Exhibit No.

112, Schedule 1(5)

Schedule showing the sources of gas supply
associated with annualized Dth sales

Exhibit No.

112, Schedule 2(18)

Fuel Adjustment Clause

Exhibit No.

112, Schedule 2(23)

Fuel cost in excess of base compared to fuel
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cost recovery

Exhibit No. 112, Schedule 2(24) | Purchased gas for test year and prior year

Exhibit No. 112, Schedule 2(25) | Energy cost and operating ratio used to
determine increase in costs to serve additional
load

Exhibit No. 112, Schedule 2(26) | Bulk transmission service costs

Exhibit No. 112, Schedule 2(30) | Purchased gas detail

Exhibit No. 112, Schedule 2(31) | Fuel costs included in the base cost of fuel

Exhibit No. 112, Schedule 2(36) | Amounts of gas obtained through various

suppliers

Exhibit No. 112, Schedule 2(11) | Net fuel clause adjustment by month for the
test year

Exhibit No. 112, Schedule 3 Adjustment of purchased gas expense

Exhibit No. 112, Schedule 4 Statement of over/under collection from gas
cost rate and recovery of fuel costs by the
utility

Exhibit No. 113, Schedule 3 (19), | Internal and independent audit reports of the
(39), (40), (41), (44), (45) and | test year and prior calendar year

(46)

Exhibit No. 113, Schedule 4 (27) | Schedule of gas producing units retired or
scheduled for retirement

Exhibit No. 115 Corporate history; overall system map; and
affiliate relationships

Exhibit No. 116(7) Recovery of uncollectibles and delinquent
accounts

Exhibit No. 117, Page 1(1) Description of all property; gas supply; service
agreements

Exhibit No. 117, Page 1(28) Details of firm gas--affiliated and non-
affiliated utilities

What matters will you address in your testimony?
I will present a schedule that demonstrates Columbia’s rate base as of December 31,
2017. 1 will also describe the Company’s rate base reflected in the revenue

requirement presented in this proceeding.
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I. Rate Base

Is the forward looking rate year utilized by Columbia in this case
similar to that used in its prior base rate case?

Yes. Columbia elected to use the Fully Forecasted Rate Year specifically provided
for in Act 11 of 2012 in Docket Nos. R-2012-2321748, R-2014-2406274, and R-
2015-2468056. The Company has made the same election in the current case.

Are there any requirements in subsequent cases arising from the use of
a Fully Forecasted Rate Year?

Yes. There are requirements from Docket No. R-2014-2406274 and Docket No. R-
2015-2468056.

Pursuant to paragraph 25 of the approved settlement in Docket No. R-2014-
2406274, Columbia is required to update Exhibit 108, Schedule 1 filed in
proceeding R-2014-2406274 for the 12 months ending December 31, 2015 on or
before April 1, 2016. See Exhibit NMP-1. Also pursuant to Paragraph 25 of the
approved settlement in Docket No. R-2014-2406274, Columbia is required to
provide a comparison of actual expenses and rate base additions for the 12 months
ended December 31, 2015 to the projections in the case. See Exhibit NMP-2 for this
comparison. Projected total Gas Plant in Service as of December 31, 2015 from R-
2014-2406274 was $1,741,989,119, compared to actual plant in service of
$1,769,530,815.

Pursuant to paragraph 53 of the approved settlement in Docket No. R-2015-
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2468056, Columbia is required to provide the Commission and other parties, on or
before April 1, 2016, an update of Columbia Exhibit 108, Schedule 1, which will
include actual capital expenditures, plant additions and retirements by month for
the twelve months ending December 31, 2015. See Exhibit NMP-1.
Please explain the development of rate base at November 30, 2015 for
the Historic Test Year, November 30, 2016 for the Future Test Year and
December 31, 2017 for the Fully Forecasted Rate Year.
Rate base is summarized on Exhibit 8, page 3, and further detailed by the various
components in Exhibit 8, Schedules 1-10, for the Historic Test Year. Rate base for
the Future Test Year and the Fully Forecasted Rate Year are summarized on Exhibit
108, Page 3 and further detailed by the various components in Exhibit 108,
Schedules 1-10. The Company’s Fully Forecasted Rate Year rate base claim is
$1,494,091,075.
Please discuss the amounts included in Property, Plant and Equipment
for the Historic Test Year as illustrated on Exhibit 8, Page 3.
The Company’s Plant in Service includes plant in service per books as of November
30, 2015 in account 101 and 106. The Company will not be making a claim for
Construction Work In Progress (“CWIP”) as of the end of the Historic Test Year.
The Historic Test Year also includes per books Gas Stored Underground — Non-
Current, Account 117 on Exhibit 8, Page 3, Line 5. Reductions are included for the

reserve for depreciation, as provided for by Company witness Spanos (Columbia
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Statement No. 5), and for gas lost in underground storage on lines 6 and 7,
respectively.
Please explain how the Company’s Future Test Year and Fully
Forecasted Rate Year Property, Plant and Equipment were developed.
The Company’s Plant in Service as of December 31, 2017 as shown on Exhibit 108,
Schedule 1, Column 5 was developed beginning from Column 2 of Page 1 with Gas
Plant in Service at November 30, 2015 as also shown on Exhibit 8, Schedule 1
($1,737,502,307). Forecasted capital expenditures from December 2015 through
December 2017 per the Company’s forecasted budget are shown in Exhibit 108,
Schedule 1. Company witness Soyster (Columbia Statement No. 7) provides
forecasted plant additions. Forecasted retirements from December 2015 to
December 2017, supported by Company witness Spanos (Columbia Statement No.
5) are shown in Exhibit 108, Schedule 1. By adding forecasted capital expenditures
and subtracting forecasted retirements, Exhibit 108, Schedule 1 reflects the net
forecasted plant in service included in rate base as of December 31, 2017.
Please explain the purpose of Page 2 of Exhibit 8.
This page satisfies 52 Pennsylvania Code Section 53.53 LA, item 2 of the
Commission’s standard filing requirements, at Exhibit 8, Page 4, that the Company

show its rate base claim from its last base rate proceeding.
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Have there been any changes in the Contribution in Aid of Construction

amounts shown on Exhibit 8, Schedule 1 from the amount reported in
the last base rate case as of test year ended November 30, 2015?

One change has been noted from the prior case on Exhibit 8, Schedule 1, line 30.

Two charges totaling $7,229 were inadvertently closed to account 101-2000, when

they should have been closed to the 101-1000 account. The Company is in the

process of correcting this. Prior to November 2003, the Company recorded plant

additions paid through Contribution in Aid of Construction in plant in service (101-

1000), with a deduction reflected in contra accounts 101-2000, 101-3000 or 101-

4000. Since November 2003, the Company has netted contributions against Plant

in Service Account 101-1000, thus, no additional deduction is necessary.

Prior to January 2000, there was no 101-Gas Plant in Service offset for
Customer Advances. As such, rate base would not be reduced through Account 101
for Customer Advances prior to January 2000. The reduction to rate base for these
Customer Advances is made by including account 252 along with the Deferred
Debit in account 186 to offset the post 1999 Customer Advances net in Plant in
Service.

Please explain Exhibit 8, Schedule 2.
This exhibit reflects the balance in construction work in progress (“CWIP”). The
Company is not making a claim for CWIP in the Historic Test Year.

Please explain Exhibit 108, Schedule 2.
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Exhibit 108, Schedule 2 shows that forecasted CWIP, Account 107, is expected to
remain at the same level for the Fully Forecasted Rate Year as it was at November
30, 2015
Please explain the credits to Gas Plant in Service on Exhibit 8, Page 3,
Lines 6 and 7 and Exhibit 108, Page 3, Lines 5 and 6.
Line 6, Depreciation Reserve, Accounts 108-111 in Exhibit 8, Page 3 for the Historic
Test Year and Line 5 Exhibit 108 Page 3 for the Fully Forecasted Rate Year were
detailed and supplied by Company witness Spanos, by plant account, in Exhibit 5
for the Historic Test Year and Exhibit 105 in the Fully Forecasted Rate Year. Exhibit
8, Page 3, Line 7, and Exhibit 108, Page 3 , Line 6 Accum. Provision Gas Lost -
Underground Storage Account 117 is per books as of November 30, 2015 for the
Historic Test Year and December 31, 2017 for the Fully Forecasted Rate Year.
Did you include inventory balances in rate base?
Yes. As shown on Exhibit 8, Schedule 5, Materials and Supplies included in the
historic rate base is a 13 month average of the historical monthly balances in
Account 154, 186-99-12357 and 186-99-012980 materials holding clearing
accounts. Materials and Supplies in the Fully Forecasted Rate Year rate base and
shown on the Exhibit 108, Schedule 5 begins with November and December 2015
actual balances (most recent available), with January 2016 through November 2016

balances calculated by applying the GDP deflator supported by Company witness
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Miller (Columbia Statement No. 4) in Exhibit 104, Schedule 2, Page 25 to the actual
balances of January 2015 through November 2015.
Did you include Prepayment balances in rate base?
Yes. Exhibit 8, Schedule 6 for the Historic Test Year and Exhibit 108, Schedule 6 for
the Fully Forecasted Rate Year show prepayments for: Corporate Insurance,
Account 16521000; Prepaid Insurance I/C, Account 1652000; Regulatory
Commission Fees, Office of Consumer’s Advocate (“OCA”), and Office of Small
Business Advocate (“OSBA”), Account 16503600. The amount in the historic rate
base is based on a 13 month average of the historic monthly balances per the
Company’s books. The amounts for the Fully Forecasted Rate Year rate base were
determined by incrementally applying the GDP Deflators supported by Company
witness Miller in Exhibit 104, Schedule 2 page 25 to the January 2015 through
November 2015 actual balances to reflect expected new prepayments as of
December 2017.
Did you include Gas Stored Underground in rate base?
Yes, I did.
What valuation methodology is applied to Gas Stored Underground?
As per the Commission’s March 31, 2001 Order at Docket No. P-2010-2209925,
Columbia uses the Weighted Average Cost of Gas (“WACOG”) methodology to value

Storage Gas.
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Please describe the WACOG accounting methodology you applied to
value the Fully Forecasted Rate Year storage balance.
Under the WACOG accounting methodology, the actual cost and volume of the
current month’s injections are added to the inventory value calculated at the end of
the previous month, and a new average cost per DTH is calculated for the current
month. The current month’s withdrawals are deducted from the balance at the new
average cost per DTH. When storage gas is being injected (April — October), the
inventory cost for the current month is added to the inventory cost from the
previous month(s). At the end of injection season, the storage cost for the winter is
well established. During the withdrawal season (November — March), withdrawals
are made at the average price primarily resulting from injection season.
Did you include an adjustment to Gas Stored Underground in rate
base?
Yes. I have calculated a twelve month average cost of gas to be included in rate base.
Do you provide exhibits supporting this storage adjustment?
Yes, I do.
Please identify and explain those exhibits.
The supporting exhibits are Exhibit 8, Schedule 7 and Exhibit 108, Schedule 7. The
actual December 2014 through November 2015 injections and withdrawals are
reflected on Exhibit 8, Schedule 7 in columns A and E, respectively. A projected

monthly average cost of gas is detailed in Column B. Therefore, under WACOG
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accounting methodology, the current month’s injections (Column A) are multiplied

by the Monthly Average Cost of Gas (Column B). The result is added to the

inventory value calculated at the end of the previous month (Column G), and a new

weighted average cost of gas per DTH is calculated (Column D) for the current

month. The current month’s withdrawals (Column E) are multiplied by the new

weighted average cost of gas per DTH (Column D) and the result is deducted from

the cumulative balance (Column G). This method is continued every month through

November 2015. Line 15 calculates a twelve month average storage balance to be
included in the Pro Forma Rate Base.

Exhibit 108, Schedule 7 repeats this process from November 2015 through
December 2017. Injection rates are based on those included in the Company’s 1307
(f) pre-filing data filed with the Commission on March 1, 2016. Lines 27 and 28
calculate a twelve month average storage balance for the Future Test Year rate base
and Fully Forecasted Rate Year, rate base respectively.

Did you include Deferred Income Taxes in rate base?

Yes, I did. Balances as of November 30, 2015 pertaining to Deferred Income Taxes
included in rate base are shown on Exhibit 8, Schedule 8. The balances were
supplied by Company witness Fischer (Columbia Statement No. 10) on Exhibit 7,
Page 9. Forecasted balances as of November 30, 2016 and December 31, 2017

pertaining to Deferred Income Taxes included in rate base are shown on Exhibit
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108, Schedule 8. These balances were supplied by Company witness Fischer on
Exhibit 107, Pages 5 and 5a.
How did you determine the Customer Deposits in rate base?
Customer Deposits, Account 235, is the 13 month historic average, as detailed on
Exhibit 8, Schedule 9 for the Historic Test Year. The 13 month average for the
forecasted rate base, detailed on Exhibit 108, Schedule 9, reflects projected balances
for November 2015 through December 2017, with the entries for November and
December of each year based on actual data for November and December of 2015.
The balances for the months of January 2017 through October 2017 are the same as
the balances in the months of January 2016 through October 2016 following the
trend that deposits gradually go up in the winter and down in the summer. The
balances for January 2016 — October 2017 are based on the historic test year
balances.
How did you determine the Customer Advances for Construction to be
deducted from rate base?
The deduction to rate base for Customer Advances is made by including account
252, along with the Deferred Debit in Account 186 to offset the post 1999
Customer Advances net in Plant in Service. As discussed earlier in my testimony,
the historic adjustment equals theper books balances at November 30, 2015 as

detailed on Exhibit 8, Schedule 10. The future test year and fully forecasted test
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year adjustments equal the books balance at December 31, 2015, as detailed on
Exhibit 108, Schedule 10.

Does this complete your direct testimony?

Yes, it does.
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intangible Plant

Orgamzauon Costs

Franchises/Consent, Perpetual

ImMangible Plani, General
Plant,

Underaround Storage Plamt
Land

Rights of Way
Compressor Station Stnuctures
Wells Constryction

Wels Equipment

Storage Leasehold and Ryghts
Other Leases

Lines
Compressor Station Equipment
" " P

Distribution Plam
Land, Cy GateMan Line Indusinal
Land, Other Disinbulion System
Land Rights, City Gate/Main Line
Land Rights, Crty Other Drstnbution System
Land Rights, Crty Other Distnbution System, Loc
Rights of Way
Crty Gate &
Structures, General Meas & Reg Locsl Gas
Siructures, Reguising
[»

MR
Structures, Other Disinbution System
Stryctures, Other Distnbution System, Leased
Structures, Communication
Mains

Mains

Maens - CSL Replacements

Bare Stee!

Cast Iron

€ General

&
M & R
&

Local Gas
City Gate

House Reguiators Instaliabions
MAR

Indusina! M&R Equpment Large Volume
Other Equpment

Other Equpment, Odonzation
Other Equpment, Radio
Other Other C
Other Equipment, Telemetenng
Other [

General Plamt

Structures, Communcalions

Office Fumuure & Equpment, Unspecified

Office Furniture & Equpment, Dats handing Equip
Office Fumsure &

Office Fumuiure & Equpment, Air Condstion Equep
Transportaton Equpment, Traders > $1,000
Transportshon Equpment, Traders $1,000 or <
Stores Equipment

Tools, Garage & Service Equipment

Tools, CNG Equpment, Staionary

Tools, CNG Equpment, Portable

Tools, Shop Equipment

Toots, Tools and Other

Power Operated Equipment
Communcation Equipment
b4 £

Communcation Equipment, Radio
Communcation Equipment, Other
ps T

MesceNansous Equipment
Total Gas Plant in Service

Description

Intanaible Plant

Orgamization Cosls

Franchises/Consent, Perpetual

Imangible Plant, General
Plant,

Underground Storaae Plant
Land

Rights of Way

Account
No,

n

30100

Account
(L)
30100
30210
30330

350 10
350 20

Gas of y
Schedule 108 - Case R-2014 -2408274

Exhibit NMP-1
Pagelof?

tor 3
Gas Plant in Service
Plant
Beginning Balance Balance
Balance asof asof
123172014 Retwements 131/2018
{2 (L)) (] {$ = 2+304) 2] (1] (8)=(5+6+7)
$ $ $ $ $ $ $
100.089 0 [ 100,099 [ 0 100,069
26,480 (] 0 26,480 [4 [] 26,489
1,320,505 0 ] 1,320,595 [ 0 1,320,595
16,993,538 120,856 [ 17114308 56,538 (440,991) 18,720,939
23,002 0 [ 23,002 0 0 23,882
1932 0 [ 1.932 0 [} 1932
341384 {202,755) 0 3131079 [ 0 3,131,079
799,134 0 0 799,134 [ 0 799134
168,680 0 0 168,680 0 0 168,680
139.442 0 0 139.442 1] [] 130,442
67498 0 0 67,498 [ 0 67,468
405,208 0 0 405,208 0 0 405,268
584,073 280679 [] 864.752 [ 0 884,752
123,010 0 [ 123.010 0 0 123,010
21,044 0 ] 21,944 [ [} 21,944
479275 [] [ 479,278 (] 0 470,275
95,381 0 0 95,381 ] 0 95,381
2,120,782 0 {1.548) 2,127,237 0 1.77%) 2,125.402
13 0 [} 3 0 0 79
3,233,107 1] 0 3,233,107 0 o 3,233,107
7,026 0 0 7.026 0 [ 7.02¢
4012 0 0 4,012 0 [ 4,012
3,347,023 46,650 {2,096) 3302478 4176 [] 3,306,853
87,670 0 4 87,670 0 [ 87670
§,080,838 769.881 (1] 5,830,720 11482 0 5,842,202
112591 0 1] 1125911 0 0 112591
16,515 0 o 10,515 0 0 18515
889,710,839 21,239.48) (2,159,023 908,791,279 91,730 (133.881) 909,589,157
23,829,563 (] [ 23,839,553 0 0 23,830,553
70,618,960 0 (384,489) 70.234.491 [ {14,560 70,219,931
570,600 0 (©.151) 564,449 (] 0 564,449
§6.453 0 0 $6.453 0 0 56.453
20,250.421 1.527.183 (29.750) 30,747,835 (42,794) 1,192) 30,703,848
457,281 0 1] 457,281 0 0 457,281
141,567 0 [ 141,567 [} 0 141,567
{450) 0 1] {450) [} 0 {450)
387,198,097 (11.171,208) {352,281) 375,674,538 M4 {244 450) 375,774,999
1,123,148 200,454 {20.918) 34,293,681 55,118 (33,450 34,315,341
22928415 97,733 (] 23,026,208 (] 0 23,026,208
34,184,825 94,302 “@ns 34,274,492 71.843 (5.421) 34,340,915
10,430,768 48 942 {441) 10,479,268 30,834 {688) 10,508.415
3,884,772 0 (] 3,864,772 0 0 864,772
5,526,196 9.945 ©.252) $,529.800 {5.402) 2.07%) §.522.413
1,189,901 o (1,43%) 1,188,556 0 (8.52%) 1,180,033
16.603 (] 0 16.603 [] (] 16,603
117.248 ] 0 117,248 0 [ 117,248
121,45 0 0 121,945 0 0 121,845
656,004 175 [} 656,176 0 (19.081) 838,499
2,087,868 105,441 [} 2,193,308 248,229 0 2.439,538
250438 0 250.438 ] 0 250,43
49,821 [ 0 49,821 [ 0 49821
2,044,321 [} 0 2044320 0 0 2,044,321
49.805 0 0 49,805 [] 0 49,805
2,197,893 195,007 [] 2,392,901 0 0 2,392,001
007 [ 0 3.007 L] (] 3,007
110,152 [ (10,545) 99,607 (] (12.904) 88,703
10.830 0 0 10,830 L] (] 10,830
16.675 0 0 16,675 [ 0 16,675
122,984 0 0 122,964 0 0 122,984
1,774,190 [} [} 1.774,1%0 ] 0 1,774,190
179,308 ] 0 179,308 0 [} 179,308
72307 0 0 72,307 [} 0 72307
12,181.053 85,715 [} 12,248,768 13,853 0 12,260,621
10.047 0 0 10,847 [} 0 10,847
72,218 0 [} 72218 0 0 72218
1435493 0 [} 1435492 0 [} 1435493
210798 0 [} 210,798 0 [} 210,798
342,308 [ 0 342,308 [] (] 342,308
2,339,009 [ [] 2.339,889 0 0 2,339,809
[} [} [} o 0 [} 1]
828223 (] 0 026,223 0 [] 020,223
570771 Q 0 870711 [ Q $70771
1.602.449.362 12248436 (2.948,622) 1.692.000.176 1718.52) (210.579)  L.593.008.120
Gas Plant in Service
Plant
Beginning Balance Balance
Balance as of asof
22812016 Retirements IN2018
@ (L] “* (5= 26304} ® m (8)=(5+847)
$ $ $ $ $ s $
100.099 0 [ 100,009 (] 0 100.089
26,409 0 [} 26,489 [} 1] 26.489
1,320,895 [] 0 1,320,595 0 [ 1,320,595
16,729.939 33410 0 16,763,349 202,872 0 16,986,220
23,802 (] [} 23,8802 (] [] 23,802
1032 (] 0 1.032 (] 0 1932
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Compressor Station Struclwres

Wells Construction

Welts Equipment

Slorage Leasehold and Rights

Other Leases

Lines

Compressor Station Equpment
s 14

0l
Land, Ciy Gate/Man Line Indusinal
Land, Other Disinbution System
Land Rights, Crty Gale/Main Line
Land Rights, City Other Disinbution System
Land Rights, City Other Distnbution System, Loc
Rigius of Way
Cily Gale &R
Structures, General Meas & Reg Local Gas
Structures, Regulating
O

M&R
Structures, Other Disinbution System
Structures, Other Distnbution System, Leased
Structures, Communicaton
Mains:
Mamns
Mans - CSL Replacements
Bare Steel
Cast ron
&R
. s
&R
&
&R

Local Gas
Cily Gate

N mMmm

Gas
Services
Melers
Aulo Meter Reading Devices
Meter Insialations
House Reguiators
House Reguistors Instaliaions
MAR Station
Industnal MAR Equipment Large Volume
Other Equipment
Other Equipment, Odonzalon
Other Equipment, Radio
Other Other C.
©Oiher Equipment, Telemetenng
Other c

General Plant

Structures, Communications

Office Furmiure & Equipment, Unspecified

Office Furmuure & Equipment, Data handkng Equip
Office Fumsure & E

Office Furure & Equipment, Aw Condshon Equip
Transportation Equipment, Trailers > $1,000
Transportaion Equipment, Trailers $1,000 or <
Stores Equpment

Tools, Garage & Service Equipment

Tools, CNG Equipment, Stationary

Tools, CNG Equipment, Portable

Tools. Shop Equipment

Tools, Tools and Other

Tools, High Pressure Stopping

Laboralory Equipment Gas

Power Operated Equipment

Communication Equipment

« P T

Communication Equipment, Radw
Communication Equipment, Other
« £

Miscellaneous Equpment
Total Gas Plant in Service

Wells Equipment
Storage Leasehold and Righls
Other Leases

Lines
Compruso;i‘m Equn!mwu

Distribwtion Plant
Land, City Gate/Man Line Industnat
Land, Other Disinbution System
Land Rights, City Gsle/Mam Line
Land Rights, City Other Disinbution System
Land Rights, City Other Disinbution System, Loc
Rights of Way

City Gate &
Structures, General Meas & Reg Local Gas
Structures, Regulating

[

MR
Structures, Other Distribulion System

35120
35201
352 02
35210
35212
35300

38500

39412

394 31

397 00
307 10
30720
39740
397 50
3e8 00

Account
(1)

30t 00
30210

303 30

350 10
350 20
35120
%201

352 10
35212
353 00
354 00
35500

374 10
37420
37430
374 40
34N
374 50
37520
315N
37540
37580
37870

3,131,079 0 [ 3,131,079 0 0 3131079
799134 [} 0 799,134 0 [} 799,134
168.680 0 0 168,680 0 0 168,680
139,442 0 ] 139,442 0 [} 139,442
67,498 [} [} 67,498 0 [} 67,498
405,208 [ (] 405,208 0 0 405,288
864,752 0 0 864,752 o 0 884,752
123.010 0 [} 123.010 0 0 123,010
21,944 0 0 21044 0 0 21.944
479,275 0 [} 479,275 [} 0 479,275
95,361 0 [} 95,361 0 0 95,381
2,125,482 0 [} 2125482 24878 0 2,150,341
13 0 [} 3 0 0 13
3.233.107 [] 0 3233107 ] 0 3,233,107
7,026 (] [ 7.028 [ 0 7.026
4,012 0 o 4012 0 [} 4012
3,398,653 43,185 2.818) 3.437.023 42,082 (5.143) 3473981
87870 0 [ 87,070 0 (] 87,670
5,842,202 15,249 1] 5,857,450 [ [} 5,057,450
1125011 [} o 11259 [ 0 1125911
18,515 [ [ 16,515 [] [} 16.515
909,509,157 2,339,858 62,119) 911,866,004 2,398,541 (96,687) 914,168,767
23,839,553 0 0 23,839,553 0 0 23,839,553
70,219.931 (14,656) (40,676} 70,164,599 0 (54.939) 70,109,060
564,449 (] ] 564,442 0 173 564,260
56,453 0 0 56.453 0 [} 56,453
30,703,848 (83.996) {8.78%) 30,611,087 49,130 {10,008) 30,850,189
457,281 0 0 457,281 [} 0 457,281
141,587 0 0 141,567 [} 0 141,567
(450) [} 0 (450) [} [ (450)
375,774.999 1,083,441 (193,831) 377,564,610 2111828 (192,018) 379,484 422
34315341 147,608 (37,071 34,425,878 68,042 (31,951) 34,461,089
23,026,208 0 [ 23,026,208 0 0 23,026,208
34,340,015 56,062 (4.309) 34,303,377 64,540 (5.302) 34,452,555
10,509,418 35,108 (600) 10,543,923 30,926 (.363) 10,571,406
3,084,772 0 [ 3,864,772 0 0 3,884,772
5522413 4198 325 5,520,036 2,082 26,150) $,502.068
1,180,033 0 {1.158) 1178877 [ 0 1,178,077
16,603 [} o 16,603 0 0 16,8603
117,248 0 [ 17,248 0 0 117,248
121,945 0 o 121,945 0 0 121,945
630,490 0 [ 030,499 0 0 636,400
2,430.5% 36,022 [ 2475558 89,575 0 2,585,133
259.436 0 [ 250,436 (1] 250430
49,021 [ 0 49,021 0 [} 49621
2,944,321 [ 0 2,044,321 0 0 294430
49.805 [ 0 49,005 0 0 49,805
2,392,901 66,349 [} 2,459,249 22,844 0 2482093
3,007 [ 0 3,007 0 0 3,007
86,703 0 0 86,703 [} [] 86,703
10,830 [ 0 10,830 0 0 10,830
16675 (] 0 16.67S 0 0 16,675
122,984 [} 0 122,964 0 [] 122,084
1774190 0 o 1,774,190 [} 0 1774190
179,308 0 [ 179.308 0 0 179,308
72,307 0 [ 72,307 0 o 72,307
12,260,621 25,792 [} 12,208,413 68,152 [ 12,352,508
10,847 0 [ 10,047 [ [ 10,847

.218 0 [ 72.218 0 0 72218

1,435493 ] [ 1435493 0 0 1,435,493
210,708 0 [ 210,798 [] 0 210,798
342,308 0 [] 342,308 [] [ 342,306

2,339,889 [] [ 2,339,089 [] 0 2,339,889

] 0 [ 0 0 0 (]
820,223 [] 0 828,223 0 0 028,223
§70.771 [ Q 57011 [ Q 101N
1.692.008,120 4888426 {281.134) 1.898.146.411 £.473.492 {426.770) 1.802.893.13)
Gas Plant in Service
Plant
Beginning Balance Balance
Balance as of asof
YNI2016 Retirements $31/2018
@ 5 4} (5 =2¢344) %) m {8)(5+8+7)

$ $ $ $ $ $ $

100,099 0 0 100,099 - . 100,099
26,489 0 (] 20.489 . - 26,409
1,320,595 0 [} 1,320,595 . . 1,320,595
16,968,220 42524 (19,740) 16,989,004 228133 . 16,990,205
23,062 [] 0 23,882 . . 23,002
1932 [ 0 1.932 - . 1032

310079 [ 0 3,131,079 . . 3,131,079
799,134 [} 0 790,134 - . 799,134
168,680 L] 0 168,680 . . 168,080
139,442 [ 0 139,442 . . 130,442

67.498 [ 0 67.498 . . 67.498

405,268 [] 0 405,288 . . 405,208
864,752 [ [ 884,752 - B 084,752
123,010 o 1] 123,010 . . 123.010

21844 [ 0 21,944 - . 21,944
479,275 [ 0 479,278 - - 479,278

95,381 [ [ 95,361 . 95,361

2,150,341 [ 0 2,150,341 12234 . 2,150.463

1 0 [ 3 . . 13
3,233,107 [] [ 3.233.107 . . 3.233.107
7.026 (] [ 7.02 . . 7.026
4,012 0 ] 4,012 4012

3.473.961 43974 0 3517938 15,300 48 asn 3,533.220

87,670 0 ] 87,670 . 87,670

5,857,450 0 0 5,857,450 1,027,764 66 . 6,885,215

Extubit NMP-1
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Structures, Other Distinbution System, Leased

Structures, Communication
Mains
Maing
Mains - CSL Replacemenis
Bare Steel
Casl lron
& R General
& R,
&R € Local Gas
4 € City Gale
L &R Gas
Services
Meters
Auto Meter Reading Devices
Meter instaliations
House Regulators
House Regulators Installations
€ Station
Indusinal MAR Equpment Large Volume
Other Equpment

Other Equpment, Odonzation
Other Equipment, Radwo

Other Other
Other Equpment, Telemetering
Other < Service

General Plam

Structures, Communications

Office Fumiture & Equipment, Unspecified

Ofice Fumiture & Equipment, Dala handng Equ
Office Fumiture & $:

Office Fumiture & Equipment, Air Conditron Equip
Transponation Equipmen, Traders > $1,000
Transportation Equipment, Traders $1.000 or <
Stores Equipment

Tools, Garage & Service Equpment

Tools, CNG Equipment, Stabonary

Tools, CNG Equipment, Portable

Tools, Shop Equpment

Tools, Tools and Other

Tools, High Pressure Stopping

Laboralory Equipment Gas

Power Operated Equipment

Communication Equipment

o T,

Communicalion Equpment, Ratwo
Communicalion Equpment, Other
P £

Miscedlaneous Equipmemt
Total Gas Plant in Service

Description

intangibite Plant

Organuzahion Costs

Franciuses/Consent, Perpetual

Intangible Plant, General
Plan,

Underacound Storsae Plant

Land

Rights of Way

Compressor Stahon Structures
Wells Construction

Waells Equipment

Storage Leasehold and Rights
Other Leases

Lmes
Compressor Station Equpment
&R B,

Dustribution Planmt
Land, Ciy Gate/Main Line Industnal
Land, Other Distnbution System
Land Rights, City Gate/Mawm Lne
Land Rights, Cdy Other Distnbulion System
Land Reghts, Crty Other Drstribution System, Loc
Rights of Way

City Gate &
Structures, General Mess & Reg Local Gas
Structures, Regulatng

O MER

Structures, Other Disinbulion System
Structures, Other Drsinbubion System, Leased
Structures, Commumcation

Mains

Mans
Mams - CSL Replacements
Bavre Steel
Cast lron
M & General
s by
W &R Local Gas
[ Cily Gate
& Gas

Services
Meters
Auto Meter Readmg Devices
Meter Instaliations
House Regulators
House Regulators Installatons
MER Station E¢
Indusinal M&R Equipment Large Volume
Other Equpment

mdn 1125911 [} [1} 1125911 0 . 1125011
37580 16,515 [} 0 16,515 . 16,515
376 00 914,168,787 2,651,842 (115,644) 916,704,988 14,976,181 45 (331,724 85) 931,349,422
376 08 23,839,553 0 (155) 23,839,398 . - 23,630,308
376 30 70.109.880 0 {48,742) 70,082,918 . (53,277 33) 70,009,641
376 80 564,260 0 0 564,269 564,269
37810 $6,453 (] [ 50,453 - - 56,453
378 20 30,650.189 307,838 (16) 30,957,912 701,947 33 {38,265 14) 31,621,504
37830 457,281 [] [ 457.281 - . 457,201
37910 141,587 0 [} 141,567 141,567
N (450) 0 ] {450) {450)
38000 370484422 2983433 (239,083) 382,228,772 575761608 (394,560 49) 387,501,628
3|00 34,461,080 79850 (18,383) 34,523,436 48,429 49 (39,289 18) 34,532,576
38110 23,026,208 0 [} 23,026,208 133,528 38 . 23,150,738
38200 34,452,558 94,055 8,045) 34,530,565 95,652 90 {8,464 95) 34,625,753
38300 10,571,488 28,302 {962) 10,508,827 2041551 (831 59) 10626411
384 00 3,864,772 1} [} 3,864,772 . - 3,864,772
38500 §.502,808 13,111 0 5,515,979 3749510 a.100n $.551.764
38510 1178877 0 (2.479) 1176399 . (511427 1.171.285
38710 16,603 0 [} 16,603 - . 16,603
38720 117,248 ] 0 117,248 - . 117,248
38742 121,045 0 [} 121,945 - 121,945
38744 636,499 0 [} 836,409 - (999 84) 635490
38745 2,585,133 145,255 [] 2,710,388 807,241 83 . 3,517,630
38748 259,436 [ 259,438 . - 250,438
380 10 498 0 0 49,821 - 49821
N0 28443210 [} (1.097,548) 1,846,774 . - 1,846,774
kR 49,805 0 (25,378) 24427 - . 24,427
N2 2.482,003 10,820 0 2492914 78,534 18 . 257,448
30120 3,007 0 (] 3,007 - . 3,007
392 20 88,703 0 0 06,703 . - 96,703
3|2 10,030 0 [} 10,830 - . 10,830
30300 16,875 0 0 16,675 . - 16,675
394 10 122,964 0 (21.504) 101,460 . . 101,460
a1 1,774,190 0 0 1.774190 - 1,774,190
394 12 179,308 0 [} 179,308 . . 179,308
304 20 72,307 0 {4.732) 67,575 - . 67.575
394 30 12,352,568 250,380 {531,168) 12071788 249,016 25 . 12,321,604
3N 10,847 0 0 10,647 - - 10,847
39500 72,218 0 (21,587) 50,061 . . 50,681
390 00 1,435,493 0 0 1435493 - . 1435493
397 00 210,798 0 0 210,798 - 210,798
39710 342,308 0 0 342,308 . - 342,308
9720 2330889 0 (1,142.626) 1,197,263 0 (] 1,197,263
30740 0 [] [ 0 0 (] 0
307 50 820,222 [ 0 828223 0 (2982499 768,398
398 00 57077 Q 200,062) 360.900 0 Q 360,000

1.602.893.133 4,651,093 13.506.720) 1.806.038.006 23,967,927 904,070)  1.629.102.063

Gas Plant i Service
Plamt
Beginning Balance Batance
Account Balance asof asof
No. 813112018 $/30/2016 Retirements 2018
m @ (L] “ (S =243¢4) ) m {8)m46+8+7)
$ s $ $ $ $ $

301.00 100,099 . - 100,009 . . 100,009
30210 26,480 - . 26,489 . . 28.489
303 00 1,320,595 . . 1,320,505 - . 1,320,595
303 30 16,098,205 273873 - 17,272,158 133,308 . 17.405,485
350 10 23,882 . - 23,882 . - 23,082
35020 1,032 - . 1932 - . 1932
35120 3131079 7.073 - 3,138,982 - . 3,138,952
35201 799,14 . . 790,134 . . 79914
352 02 168,680 . . 168,680 . - 168,680
35210 130,442 - . 139,442 - B 139.442
38212 67,498 . . 67,408 - - 67,498
35300 405,208 B - 405,208 . . 405,288
35400 864,752 - . 864,752 B . 864,752
358 00 123,010 . . 123,010 - 122,010
37410 21.944 . . 21944 . . 21944
374 20 470,275 . - 479275 - . 479,275
37430 95,361 - 95,381 . - 95,361
374 40 2,150,483 8,15 . 2156619 24,454 . 2,181,073
e 13 - 13 . 13
374 50 3,233,107 . - 3,233,107 - . 3,233,107
37520 7.028 - - 7.026 . . 7.026
375N 4,012 . 4012 . . 4,012
37540 3.533,229 1412 - 3,534,641 8,905 . 3,543,548
37560 87,870 . 87,670 87,670
31570 6,885,215 4,800 . 6,890,018 6,800,015
sn 1125911 . . 1125011 1125911
37580 16,515 16.515 16,515
376 00 931,349,422 12,273,103 (366,846) 943,255,678 9,602,101 (485.489) 052,372,290
376 08 23,830,298 - . 23,839,298 . - 23,830.398
378 30 70.000,641 - (104,065) 69,905,575 . (100,354) 69,805,221
378 80 564,209 . q.43n $56,832 - (17.040) 539.792
37810 56,453 . 15) 58,338 . - 56,338
37820 31,621,564 86,298 (74,443) 31033449 2214 (3.042) 31,052,547
378 30 457,281 . 6.451 483,732 . - 463,732
37910 141,567 . - 141,567 . . 141,587
3N {450) . . {450) N - {450)
380 00 387,591,828 4,238,835 (379.038) 391,449,326 3,713,559 {476,329) 394,606,560
38100 34,522,570 137.891 {50.051) 34,620417 108,388 “en 34,680,366
38110 2,159.7%8 (20} - 23,159.71¢ 150,308 . 23,310,025
382 00 34,626,783 138,441 (12.464) 34,740,730 20,526 (1.354) 34,768,002
38300 10,626,411 35124 {992) 10,080,543 34,129 (804) 10,693,887
384 00 3,884,772 . - 3.884,772 . - 3,084,772
385 00 5,551,764 315 {8.874) 5,543,205 5339 (2.540) 6,545,908
385 10 1,171,288 . (449) 1,170,830 . {3.502) 1,167,334
38710 16.603 . . 16,603 - - 16,603
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Other Equipment, Odonzation
Other Equipment, Radwo

Other Other C
Other Equipment, Telemetenng
Other [« Service

General Plant

Structures, Commumications

Office Fumviure & Equipment, Unspecified

Office Fumvure & Equipment, Date handiing Equip

Office Fumdure &
Office Fumdure & Equipment, Air Condiion Equep
Transportation Equpment, Trarlers > $1,000
Transporation Equpment, Trailers $1.000 or <
Stores Equipment

Tools, Garage & Service Equpment

Tools, CNG Equpment, Statonary

Tools, CNG Equpment, Portable

Tools, Shop Equipment

Tools, Tools and Other

Tools, High Pressure Sioppng

Laboratory Equipment Gas

Power Operated Equipment

Communication Equipment

ps

Communication Equpment, Radio
Commumcation Equpment, Other

P T

Miscefianeous Equipment

Total Gas Plant in Service

Description

lotanaible Plamt

Organizahion Costs

Franciuses/Consen, Perpetual

Intangible Plant, General
Plant,

Underaround Storage Plat
Land

Rgihts of Way

Compressor Stalion Struclures

Wells Equpment

Storage Leasehold and Rights

Other Leases

Lines

Compressor Stabon Equpment
s e

Distribution Plant

Land, Cdy Gate/Main Line Indusinal

Land, Other Disinbulion System

Land Rights, Crty Gate/Main Line

Land Rights, Cty Other Distnbution Sysiem

Land Rights, City Other Drstribution System, Loc

Righis of Way

St Crty Gate &

Structures, General Meas & Rep Local Gas

Structures, Regulating
D

M&R
Structures, Other Disinbution System
Structures, Other Disinbulion System, Leased
Structures, Commurmcaton

Mams
Mains
Mains - CSL Replacements
Bare Steel
Cast Iron
[} General
&R £
A & Local Gas
& Cay Gale
&R e
Services
Meters
Auto Meter Readng Devices
Meter Installations
House Reguiators
House Reguiators Installations
i Stakon
Indusinal M&R Equipment Large Volume
Other Equipment

Other Equipment, Odonzaton
Other Equipment, Radwo

Other Other C
Otnher Equipment, Telemetenng
Other c

Service

Genenst Plagt

Structures, Commumcations

Office Furvure & Equipment, Unspecified

©Office Funwiure & Equpment, Dala handhing Equip
Office Fumvure &

Office Fumsure & Equpment, Air Condion Equip
Transportaiwon Equipment, Traders > $1,000
Transportabon Equipment, Traders $1,000 or <
Stores Equipment

Tools, Garage & Service Equipment

Tools, CNG Equpment, Statlonary

Tools, CNG Equpment, Portable

Tools, Shop Equpment

Toots, Tools and Other

Tools, High Pressure Stopping

38720
387 42
38744
38745
38748

39010
w10
nn
39112
30120
39220
w22t
39300
394 10
394 11
394 12
384 20
394 30
304 31
395 00

397 00
397 10
398720
397 40
397 50
398 00

117,248 . - 117,248 . . 117,248
121,945 - 121,945 . . 121,045
435499 - . 635,499 - . 635,499
3,517,630 68,364 . 3,505,994 §6,180 . 3642174
259,438 - . 259.438 . - 250,436
49,821 . - 49,821 . - 49,821
1,848,774 11,268 {2.146) 1,855,806 . . 1,855,898
24,427 . . 24,427 . . 24,427
2,571,448 . - 2571448 . - 2571448
3.007 . - 3,007 . - 3,007
88,703 . 86,703 96,703
10,830 - - 10,830 10,830
16,675 - - 16,675 16,675
101,480 . {1.345) 100,115 100,115
1,774,190 1774190 1.774,190
179.308 . . 179,308 179,308
67,575 . (602) 68,773 8,773
12,321,604 119,560 {53.791) 12,387,382 117,25¢ (34,032) 12,470,608
10,047 - . 10,647 . . 10,647
50,681 50,661 - . 50,661
1435493 . . 1435493 . . 1435492
210,798 - - 210,798 . . 210,798
342,306 - . 342,308 - 342,308
1,197,263 . {231,496) 985,767 . (2.088) 983,101
0 - . 0 0
798,398 - - 798,308 [4 0 798,308
360,900 L . 360.900 7.249 (2.9¢8) 365,192
1.429.102.083 17.299.000 11.287.901) 1645213162 14007.82) (L182537) 1.660.030.447
Gas Plant in Service
Plant
Beginning Balance Balance
Balance asof asof
frlzalriiH) §I02018
) 3) ()] {53 20304) (1] n {8)5(8+8+7)
$ $ $ $ $
100,099 - - 100,000 - . 100,089
26,409 B . 26,489 . - 26,489
1,320,505 . - 1.320.505 - - 1,320,595
17,405,485 122,026 51 - 17,527 401 71776 B 17.005,207
23,882 - . 23,002 . . 23,882
1932 - - 1032 . . 1,032
3,138,052 . - 3,138,952 - . 3,138,952
799,134 . . 799,134 . . 769,134
168,680 . - 168,680 - . 168,680
139,442 . . 139,442 . - 139,442
67.498 . - 87.490 - . 67,498
405,288 . . 405,288 . . 405,208
864,752 - . 864,752 B . 884,752
123.010 - - 123.010 . . 123,010
21,944 . - 21,944 . - 21,944
479,215 - - 479,275 . . 479275
95,361 95,361 - . 95,381
2,181,073 60,026 83 (13,689 50) 2,227430 . - 2227430
- 79 13
3,233,107 (315 . 3,233,104 3,233,104
74 - . 7,028 7.026
4,012 4012 4012
3,543,546 8,505 27 ©.38707) 3,545.663 3160 (1.752) 3,547,080
87,670 . . 87,670 . - 87,670
€.860.015 (561,025 51) - 6,328,980 221,199 . 6,556,789
112501 . - 1,125,011 125673 . 1,251,583
16,515 - . 18,515 16,515
952,372,290 18,306,025 78 {317,799 34) 970441417 14,861,777 615,729) 984,677,485
23,830,398 . {309 68) 23,829,080 - . 23,629,089
9,805,221 . {113,057 39) 69,602,104 . (135,696) 69,556,468
539,792 . (3,035 ¢6) 538,756 §36.756
56,338 - - $6,338 50,338
31,852,547 11057079 {40,826 05) 31,722,292 1,108,126 {4,055) 32,026,383
483,732 . (1.94203) 461,790 . . 481,790
141,567 . . 141,567 141,567
(450) - . (450) (450)
304686560 366837338 (488,700 83) 307,806,232 4,842,531 (485,616) 402,224,147
34,680,308 121,728 1 (20,750 04) 34,775,332 123425 (34.622) 34,864,136
23,310,025 - . 23,310,025 88,604 - 23,308.620
34,768,902 5294247 (8,196 00) 34,813,049 184,909 {9.741) 4000017
10,693,887 38.574 63 (881 51) 10,731,560 39,090 (919) 10,769,731
3,084,772 - - 3084772 - . 3,004,772
5,545,998 2,762 30 {3.591 49) 5,545,169 78,215 (26,384) $.506.990
1,167,334 . (28211) 1,107,052 . (10,718) 1,156,334
10,603 . . 16,603 . - 16,603
117,248 - - 117,248 . . 117,248
121,945 121,045 . . 121,945
835,499 635,499 835490
3.642174 504,713 88 5.99327 4.140,004 1,168,624 . §,309.518
259,438 . - 259430 . . 259,438
49,821 . 49,021 . . 49821
1,855,898 §56,225 51 - 282121 . 4.213) 2,407,908
24,427 - - 24,427 - . 24,427
2,571,448 . . 2,571,448 . . 2,571,448
3,007 . - 3,007 . 3.007
6,703 . . 86,703 08,703
10,830 . - 10,830 . . 10,830
16675 . - 16675 - - 16675
100,115 - - 100,115 . - 100,115
1,774,190 . 1,774,190 . - 1,774,190
179,308 - 179,308 . . 179,308
08,773 . . 06,773 . . 68,773
12,470,608 13,105 25 - 12483713 27.524 {32,900) 12.478,331
10,847 . . 10,847 [} 0 10,847
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Laboratory Equipment Gas 395 00 50,661 . 50,661 [} 0 50,661
Power Operated Equipmen 396 00 1435493 . 1435493 ] 0 1.435.493
Communication Equipment 397 00 210,798 - 210,798 0 0 210,798
[« [ 397 10 342,308 342,308 o 0 342,308
Communication Equipment, Rado 397 20 963,101 0 [ 963,101 0 0 983,101
Communication Equipment, Other 397 40 [} [} 0 0 [} 1] [
C € 397 50 798,398 0 0 798,398 0 0 798,398
Miscellaneous Equipment 398 00 w5192 342418 (315 85) 306300 65.260 [ 481,560
Total Gas Plant in Service 1.850.038.447 21.116.873 (1.031.748) 1.680,122.67) 22013502  (L.3622382) L.200.774.722
Gas Plant in Service
Plant
8eginning Batance Balance
Accoumt Balance asof asof
Descnotion No. $/30/2016 Additions Ratirements 1013112018 Additions Retrements  11/30/2015
(L1} ) 3 “ (52243+4) ) n {8)=(5+8+7)
$ s $ $ $ $
intangible Plamt
Orgamzation Costs 30100 100,009 [} [ 100,099 [} [ 100,099
Franciuses/Consend, Perpetual 30210 26,489 0 [ 26,489 0 0 20,489
inlangible Plant, General 30300 1,320,598 0 [ 1,320,595 3,488.487 0 4.800.062
Plant, 30330 17,805,207 38,755 [ 17,044,022 861 0 17,644,603
Undergroynd Storage Plant
Land 350 10 23,882 0 [} 23,882 0 [ 23,882
Rights of Way 350 20 1932 1] [} 1932 ] [} 1932
Compressor Station Structures 35120 3,138,952 [} 0 3,138,052 51037 0 3,190,800
Waells Construction 35201 799,134 0 0 790,134 0 [} 790,934
Wells Equipment 35202 168,880 1] 0 168,880 0 [ 168,660
Storage Leasehold and Rights. 35210 139,442 0 0 130442 0 0 139,442
Other Leases 35212 67,498 [ 0 87498 [} ] 67,498
Lines 35300 405,208 0 0 405,208 0 o 405,208
Compressor Stabon Equipment 354 00 864,752 0 [} 864,752 0 0 084,752
& E 35500 123,010 0 ] 123,010 [} 0 123,010
Digtdbytion Plant
Land, City Gate/Mamn Line Indusinal 374 10 21944 o 0 21944 (] 0 21044
Land, Other Dristnbution System 374 20 479,275 [ (2157 477118 o [} 477118
Land Rights, Cty Gale/Man Line 374 30 95,381 [ 0 95,381 [} 0 95,361
Land Rights, Cdy Other Disinbution System 374 40 2227430 12,58 (206) 223,118 20919 0 2,260,634
Lend Rights, Cy Other Disinbution System, Loc 34 13 [} 0 7 [ 0 13
Rights of Way 374 50 3,233,104 [} 0 3,233,104 [} 0 3.233.104
Cey Gate & Reg 37520 7.026 [] 0 7.026 0 [} 7.020
Structures, General Meas & Reg Local Gas 3N 4012 0 0 4,012 0 0 4.012
Structures, Regulatng 37540 3.547,080 27,703 [} 3,574,783 18,578 5,147 3,598,508
O MAR 37560 87,670 [ ] 87,670 0 0 87670
Structures, Other Distnbution System 37570 4,556,789 607 0 6,557,396 KX R P 0 6,590,519
Structures, Other Distnbution System, Leased N 1.251,583 75429 [} 1,327,012 428,092 ®.213) 1673890
Structures, Communecalon 37580 18515 ] (] 16.515 - - 16.515
Mains
Mains 376 00 984,677 465 12,757,625 (800,384) 996,634,727 14,045,705 (1,382,830)  1.000.297,602
Mains - CSL Replacements 376 08 23,839,089 0 [} 23,839,089 ] 0 23,830.080
Bare Steel are 30 89,558,468 1] {191,388) €9,365,100 [} {(150,522) 69,205,578
Cast iron 376 80 536,756 0 (120) 536,637 0 {2.27%) 534,362
M 04 General s 10 56,338 0 [ 56,338 0 0 §6.338
0 & Reg ] g 9 are 20 32,820.383 1,892,450 (35,337) 34,603,475 (2.619.419) (42.814) 32,021,242
0 & q Local Gas are 30 461,790 0 0 461,790 [ 0 461,700
M 0 & R Ciy Gate 310 141,567 [} 0 141,587 ] 0 141,587
9 & Regulating ge Gas e (450) [} ] (450) [ .0 (450)
Services 380 00 402,224,147 4,163,598 {494,225) 405,893,520 6,242,259 {1,307 848) 410,827,931
Meters 38100 34,084,138 193,202 (26.405) 35,030,032 141,527 (25.036) 35,146,824
Auto Meter Reading Devices 38110 23,398,620 1% 0 23,398,780 0 0 23,398,780
Meter Instaliabons 38200 34,988,817 110,504 {51.642) 35,055,679 1182321 (23.238) 35.214.764
House Regulators 383 00 10,769,731 30,820 (1.025) 10,807,526 48,005 2.039) 10,654,363
House Regulators Installations 384 00 3,864,772 ] 0 3,084,772 [} 0 3.884.772
M&R E Statwon 38500 5,566,999 57,851 {48,871) $,607,980 (457,944) (24,420) 51250818
Indusinal M&R Equipment Large Volume 38510 1,158,334 0 (2.308) 1,154,026 [ .20 1,151,819
Other Equipment 38710 16,603 [} 0 16,603 0 0 16,603
Other Equipment, Odonzation 38720 17,248 [ [} 117,248 0 [} 117,248
Other Equipment, Radio 38742 121,045 0 0 121,945 [ [} 121,945
Other Other 38744 635,490 o 0 635,499 0 0 635,499
Other Equipment, Telemetenng 38745 $.300.518 .47 0 5,345,935 (2,018,940 0 3,328,900
Other Equi C Service 8748 259,438 [} [ 259436 0 0 259,438
GPS Ppe Localors 307 50 o [} 1] [ 2,053,366 [ 2,053,366
General Plgt
Stnuctures, Commumcations 39010 49,821 0 0 49021 0 [] 49821
Office Furmure & Equipment, Unspecified w0 2,407,908 o (9.190) 2,398,718 89,188 (781) 2.467,103
Office Furniure & Equpment, Data handing Equp " 24,427 o 0 24,427 0 [} 24427
Office Fumdure & 30112 2571448 28 0 2571475 845519 0 3,416,095
Office Furmdure & Equipment, Aw Condiion Equip 30120 3.007 0 0 3,007 0 [} 3.007
Transpontabon Equpment, Trailers > $1,000 39220 88,703 L] [] 96,703 0 [ 86,703
Transporiston Equpment, Trailers $1.000 or < 2 10,830 [} 0 10,830 0 0 10.830
Stores Equipment 39300 16,675 0 0 16,675 0 0 16,875
Tools, Garage & Service Equipment 39410 100,115 [} 0 100,115 o 0 100,115
Tools, CNG Equpment, Stalionary un 1.774,190 0 [} 1,774,190 [} [} 1,774,190
Tools, CNG Equipment, Portable 394 12 179,308 0 [ 179,308 0 o 179,308
Tools, Shop Equipment 394 20 68,773 0 [] 8,773 0 0 €8.773
Tools, Tools and Other 3940 12,478,331 26,896 (1.744) 12,503,484 80,498 (09.799) 12,514,183
Tools, High Pressure Stopping N 10,847 1] 0 10,847 0 0 10,847
Laboratory Equpment Gas 39500 50661 [ 0 50,681 0 0 50.681
Power Operated Equipment 396 00 1,435,493 [ 0 1435493 0 [} 1,435493
Communcalon Equpment 39700 210,708 ] 0 210,798 0 0 210,798
C P P 39710 342308 0 0 342,308 [ 320,200
Commumcabon Equipment, Rado 39720 £63,101 [} (963,101) [} 0 []
Communication Equepment, Other 39740 0 ] [} 0 0 0
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Miscellaneous Equipment

Total Gas Plant in Service

Orgsmzahion Costs
Franciuses/Consent, Perpetual
Intangible Plant, General

Underaround Storage Plant
Land

Rights of Way

Compressor Staton Struclures
Waells Construchion

Wells Equpment

Storage Leasehold and Rights
Other Leases

Lines

Compressor Stavon Equpment
", AR E

Distribytion Plant

Land, Cay Gate/Mamn Line Industnal

Land, Other Disinbution System

Land Rights, City Gate/Man Line

Land Rights, Cey Other Disinbulion System

Land Rights, City Other Disinbution System, Loc

Rights of Way

City Gate &
Structures, General Meas & Reg Local Gas
Structures, Regulating

O MR

Structures, Other Disinbution System
Structures, Other Disinbubion System, Leased
Structures, Commumcation
Mamns

Mains

Mains - CSL Replacements

Bare Steel

Cast kon

&R E

" s e

& Regulaiing Local Gas
& City Gale
s

Services
Meters
Auto Meter Reading Devices
Meter Installations
House Regulators
House Regulators Instaliations
MR E Stabon
Indusinal M&R Equipment Large Volume
Other Equipment
Other Equipment, Odonzaton
Other Equipment, Radwo
Other E Other C
Other Equipment, Telemelenng
Other o
GPS Pipe Locators
General Plant
Structures, Communcshions.
Office Fumiture & Equpment, Unspecified

Office Furniture & Equpment, Data handiing Equip

Office Fumdure &

Service

Office Fumwiure & Equipment, Air Condiion Equip

Transponation Equipment, Traders > $1.000
Transponation Equipment, Traders $1.000 or <
Slores Equpment

Tools, Gorage & Service Equpment

Tools, CNG Equipment, Stalwonary

Tools, CNG Equipment, Pontable

Tools, Shop Equipment

Tools, Toots and Other

Tools, High Pressure Stopping

Laboralory Equipment Gas
Power Operated Equipment
Commurication Equipment
c e

T

Communcation Equipment, Rado
Commuscation Equipment, Other
P

Miscellaneous Equipment

307 50
398 00

Account

m

301 00
30210
303 00
303 30

35010

35120
35201
35202
35210
35212

354 00
358 00

37410
37420
374 30
374 40
s 4

34N

39710
397.20
30740
397 50
398 00

708,308
461,560

]
24502

[EXZ N

798,398
482281

L70L774722 10465119  {282000))  L710.000.%08

Gas Plant in Service
Plant
Beginning Balance
Balance asof
1113072018 Additions Retrements 123112018
[t] (&) (L) (S =20304)
$ $ $ $
100,099 0 [ 100009
20489 0 [ ] 26,489
4,809,082 ] [] 4,809,062
17,644,683 242620 0 17,887,303
23,882 [] [] 23,882
1032 (] 0 1.932
3,190,800 9 [1} 3,190,083
799134 [] [} 799134
168,080 (] [ 168,680
139,442 0 [} 139,442
67,498 0 0 67.498
408,288 [ ] 4 405,208
004,752 [} o 084,752
123.000 (] [} 123,010
o [ []
[} [ 0
21,944 [ 0 21,944
477,118 [} 0 4aT7.118
95,361 o [} 95,361
2,260034 23,165 13 2282788
3 0 0 13
3,233,104 1® 0 3.233,122
7.0 0 [] 7,026
4012 0 0 4012
3,508,508 m.822 (12.579) 3,612,750
87670 0 0 87.670
€,590,519 130,680 [} 6,721,199
1.673,890 2.300) 0 1,670,582
16,515 ] [} 16,515
1.009,297,802 15,674,108 (2.898,356) 1,022,073,552
23,839,089 [ [} 23,830,009
69,205,578 [ (332,795) 08,872,783
534,362 [} {11,309) 523,053
6,338 [ (1.007) §8.331
32,021,242 11,718,830 (50.750) 43689.313
481,790 o 0 461,790
141,567 0 0 141,567
(450) [ [} (450)
410,827,931 3.783.207 (22.403) 414,558,735
35,146,824 157,188 [} 35,304,012
23,398,780 [ 0 23,398.780
35,214,764 280,518 0 35,404,202
10,854,383 14S4M 0 10,909,054
3.084.772 [] 0 3864772
5125618 24217 (18,078) 5,133,755
1,151,819 (] (2,708) 1,149,112
16,603 [ [ 16.603
117,248 0 ] 117,248
121,945 ] [} 121,945
035,499 (] [ 635,409
3,328,908 51479 0 3,380,465
259,438 0 ] 259,438
2,053,308 0 [ 205336
49,821 [} 1] 49020
2,467,103 1,034,350 (12,757 3,400,690
24427 0 [} 24427
3.416,995 341,801 0 3,758,796
3.007 (] [ 3.007
86,703 4197 1] 90,900
10,830 [ ] 10.830
18,675 (] [ 166875
100,115 ] ] 100,115
1,774,190 (] [ 1,774,190
170,308 [ ] [] 179,308
68,773 0 1] 66,773
12,514,183 790,836 {6.085) 13,200,034
10,847 0 [ 10,847
50,681 [} [} 50,661
1,435,493 0 [ 1435493
210,798 [ [} 210798
320,299 [} {160.468) 168,631
0 [ 0 0
0 (1] 0 [
798,368 [] ° 798,398
493217 328,458 ° 821674

Extubit NMP-1
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79  Votal Gas Plant in Service 1730145284 24.910.748 {2.533.218} 1.769.520.815
SUIMMARY |
Plant
Balance
Line Account Balance asof
No. Descnption No, 123112018
m ) (L) “) (S =24344)
$ $ $ $

1 lntangible Plant

2 Organezation Costs 30100 100,009 ] 0 100,099
3 Francluses/Consenl, Perpetual 302 10 26,489 o 0 20,409
4 Inlangible Plant, General 303 00 1,320,505 3488467 0 4,809,062
s Plant, 30330 16,993,538 1,354,498 (460,731) 17,887,303

0

6  Underaround Storage Plant 0

7 Lang 350 10 23,082 0 [ ] 2,082
8 Rights of Way 35020 1932 o 0 1.932
9 Compressor Stabon Structures 35120 3413834 (222.852) [ 3,190,983
10 Wells Construction sz 799,134 0 0 799,134
11 Wells Equpment 35202 168,680 0 0 168,080
12 Storage Leasehold and Rights 35210 130,442 0 [ 139,442
13 Other Leases 35212 67,498 0 [ 67,498
14 Lmes 35300 408,288 0 [} 405,288
15 Compressor Staion Equpment 354 00 584,073 280,679 o 864,752
16 ) 38500 123.010 [] [ 123,010
17  Distribytion Plant

18  Land, City Gale/Main Line Industnal 37410 21944 0 o 21,944
19 Land, Other Distnbubion System 37420 479275 0 2150 4TI 18
20 Land Rigts, Crly Gale/Main Line 37430 95,261 [} 0 95,361
21 Land Rights, Crty Other Distnbution System 37440 2,128,782 172,302 (17.299) 2,283,786
22 Land Rights, City Other Disinbution System, Loc a4 3 () [ 13
23 Rights of Way 37450 3,233,107 15 1] 3233122
24 Cuy Gate &R 371520 7.02¢ 0 0 7.02
25  Structures, General Meas & Reg Local Gas s 4012 0 0 4012
26 Sinuctures, Regulaing 37540 3,347,923 495,481 {30,634) 3,012,750
27 st Orsinbx MSR 37560 87,670 0 0 87,670
28 Structures, Other Drstnbulion System 37570 5,060,630 1,660,360 0 8721199
29 Structures, Other Distnbulion System, Leased aAsNn 1.125911 625,084 (81,213) 1,670,582
30  Structures, Communication 37580 10.518 0 0 16.515
31 Mans [} 0 0

32 Mamns 376 00 989,710,839 142,128,985 9.768,253) 1.022,073,852
3 Mams - CSL Replacsments 376 08 23,839,553 o (485 23,839,089
u Bare Steel 376 30 70,618,980 (14,050) {1.731,541) 68,872,783
s Casl Iron 376 80 570,600 [ {47,547) $23,083
3B M &R Genersl 37810 56,453 [} 1,122) $5,331
7 & E R 378 20 20,250,421 14,778,284 (339,392) 43,680,313
8 &R Local Gas 378 30 457,281 0 4,509 461,790
3% 8 City Gale 37910 141,567 [} 0 141,587
40 & N {450) 0 0 (450)
41 Services 38000 387,198,007 32,630,993 (5.270,356) 414,550,735
42 Meters 38100 34,123,148 1,580,026 (399,960) 35,304,012
43 Auto Meler Readng Devices 10 22928475 470,305 0 23.398,780
44 Meter Insisliabons 382 00 34,104,025 1,448,497 (149,040) 35,484,202
45 House Regulators 38300 10,430,768 $82.632 {13.547) 10,989,854
46  House Regulators Instaliatons 384 00 3,884,772 Q 0 3,084,772
47 M3R E Staton 385 00 5,526,196 (221.018) (164,628) 5,133,755
48  Industnal M&R Equipment Large Volume 38510 1,189,991 [} {40,880) 1,149,112
49 Other Equipment 38710 16,603 0 0 16,603
50 Other Equipment, Odonzation 307 20 17,248 0 0 117,248
51 Other Equipment, Radvwo 387 42 121,945 0 0 121,948
52 Other Equi Other C: 307 44 656,004 178 {20,680) 635499
53 Other Equipment, Telemetering 8745 2,087,066 1.208,562 (5.993) 3.380,465
54 Other C: Service 38748 250,436 0 [ 250,436
58 GPS Pipe Locators 387 50 0 2,053,366 [ 2,053,366
56 General Plant 0
57  Structures, Communications. 390 10 49,621 o 49,821
58 Office Fumdure 8 Equpment, Unspecified 39110 2944321 1,671,009 (1,126,635) 3488000
59 Office Fumaure & Equpment, Dala handiing Equip mn 49,305 0 (25,378) 24,427
60 Office Furvlure & E w112 2,197,893 1,560,902 ] 3.758,79¢
61 Office Fumviure & Equipment, Aw Conddron Equp 20 007 0 [ 3.007
62 Transponabon Equpment, Trasers > $1,000 9220 110,152 4,197 (23.449) 90,900
63 Transportabon Equpment, Traders $1,000 or < w2 10,830 L] 0 10,830
64 Stores Equpment 39300 16,675 [ [ 16675
65 Tools, Garage & Service Equipment 3410 122,004 ] (22,849) 100,115
68 Tools, CNG Equpment, n 1.774190 [} 0 1.774190
67 Tools, CNG Equoment, Portable 394 12 179,308 0 0 179,308
68 Tools, Shop Equipment 394 20 72,307 0 (5.534) 66,773
69 Tools, Tools and Other 394 30 12,181,083 1.847.404 (730.423) 13.208.034
70 Tools, High Pressure Stoppeng N 10,847 [} 0 10,047
71 Laboratory Equipment Gas 39500 72218 0 {21.557) $0.681
72  Power Operated Equipment 396 00 1435493 0 0 1,435,493
73 Commumcation Equipment 397 00 210,798 0 0 210798
74 C € 39710 342,306 0 (173.476) 188.831
75 Commumication Equipment, Radio 397 20 2,339,009 0 (2,339,088) [}
76 Communication Equipment, Other 39740 1] 0 o 1]
77 ¢ T 397 50 828,223 0 (29,825) 798,398
78 Miscellaneous Equpment 398 00 570171 489,391 {218,487) 01874
79 Total Gas Plant in Service 1662449062 210137880  (22.256.427) 1769530815
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AN ADPOINOOBWN

Month
(1)

11/30/2014
12/31/2014
1/31/2015
2/28/2015
3/131/2015
4/30/2015
5/31/2015
6/30/2015
7/31/2015
8/31/2015
9/30/2015
10/31/2015
11/30/2015
12/31/2015

Month
(1)

11/30/2014
12/31/2014
1/31/2015
2/28/2015
3/31/2015
4/30/2015
5/31/2015
6/30/2015
7/31/2015
8/31/2015
9/30/2015
10/31/2015
11/30/2015
12/31/2015

Columbia Gas of Pennsylvania, Inc.
Property, Plant & Equipment - Budget to Actual C:
2014 Rate Case at Docket R-2014-240627

Additions
Budget Actuals
Month Cummulative Month Cummulative

(2) 3) 4) (5)

($) ($) ($) ($)
14,176,800 191,086,100 24,917,322 207,390,488
15,924,300 207,010,400 13,348,436 220,738,924

7,743,400 214,753,800 1,718,523 222,457,447

6,968,500 221,722,300 4,688,425 227,145,873
11,595,500 233,317,800 5,173,492 232,319,364
12,455,300 245,773,100 6,651,393 238,970,757
12,459,600 258,232,700 23,967,327 262,938,085
20,920,200 279,152,900 17,399,000 280,337,084
15,915,300 295,068,200 14,007,823 294,344 907
21,437,700 316,505,900 23,116,873 317,461,780
17,935,800 334,441,700 23,013,502 340,475,282
15,824,700 350,266,400 19,465,119 359,940,401
14,133,500 364,399,900 22,669,218 382,609,620
21,261,400 385,661,300 34,918,748 417,528,368

Retirements
Budget Actuals

Month Cummulative Month Cummulative

(2) (3) 4) ()

($) ($) ($) ($)
(2,325,942) (16,911,842) (1,517,403) (17,162,867)
(3,339,691) (20,251,533) (2,988,622) (20,151,489)

(586,000) (20,837,533) (919,579) (21,071,068)

(521,700) (21,359,233) (351,134) (21,422,202)

(890,200) (22,249,433) (425,770) (21,847,973)

(932,000) (23,181,433) (3,505,720) (25,353,693)

(929,700) (24,111,133) (904,070) (26,257,763)
(1,571,300) (25,682,433) (1,287,901) (27,545,664)
(1,193,500) (26,875,933) (1,182,537) (28,728,201)
(1,606,700) (28,482,633) (1,031,748) (29,759,949)
(1,345,800) (29,828,433) (1,362,352) (31,122,301)
(1,183,300) (31,011,733) (2,629,933) (33,752,234)
(1,085,700) (32,097,433) (3,133,843) (36,886,077)
(3,996,489) (36,093,922) (3,533,218) (40,419,294)

Gross Plant in Ser

Exhibit NMP-2
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Month
(1)

11/30/2014
12/31/2014
1/31/2015
2/28/2015
3/31/2015
4/30/2015
5/31/2015
6/30/2015
7/31/2015
8/31/2015
9/30/2015
10/31/2015
11/30/2015
12/31/2015

Budget Actuals
Month Cummulative Month Cummulative

(2) 3) (4) (5)

($) ($) (%) ($)
11,850,858 11,850,858 23,399,919 23,399,919
12,584,609 24,435,467 10,359,814 33,759,733

7,157,400 31,592,867 798,944 34,558,677

6,446,800 38,039,667 4,337,291 38,895,968
10,705,300 48,744,967 4,747,722 43,643,690
11,523,300 60,268,267 3,145,672 46,789,362
11,529,900 71,798,167 23,063,257 69,852,619
19,348,900 91,147,067 16,111,099 85,963,719
14,721,800 105,868,867 12,825,285 98,789,004
19,831,000 125,699,867 22,085,125 120,874,130
16,590,000 142,289,867 21,651,150 142,525,279
14,641,400 156,931,267 16,835,186 159,360,465
13,047,800 169,979,067 19,535,376 178,895,841
17,264,911 187,243,978 31,385,531 210,281,371

Exhibit NMP-2
Page 2 of 4



omparison
‘4
Month Cumulative Spend
Over (Under) Over (Under) Over
Budget Budget (Under)
(6)=(4-2) (7)=(5-3) (8)=(713)
(%) (% (%)
10,740,522 16,304,388 8.53%
(2,675,864) 13,728,524 6.63%
(6,024,877) 7,703,647 3.69%
(2,280,075) 5,423,573 2.45%
(6,422,008) (998,436) -0.43%
(5,803,907) (6,802,343) 2.77%
11,507,727 4,705,385 1.82%
(3,521,200) 1,184,184 0.42%
(1,907,477) (723,293) -0.25%
1,679,173 955,880 0.30%
5,077,702 6,033,582 1.80%
3,640,419 9,674,001 2.76%
8,635,718 18,209,720 5.00%
13,657,348 31,867,068 8.26%
Month Cumulative
{Over) Under {Over) Under Over
Budget Budget (Under)
(6)=(4-2) (7)=(5-3) (8)=(713)
(%) (%) (%)
808,539 (251,025) 1.48%
351,069 100,044 -0.49%
(333,579) (233,535) 1.12%
170,566 (62,969) 0.29%
464,430 401,460 -1.80%
(2,573,720) (2,172,260) 9.37%
25,630 (2,146,630) 8.90%
283,399 (1,863,231) 7.25%
10,963 (1,852,268) 6.89%
574,952 (1,277,316) 4.48%
(16,552) (1,293,868) 4.34%
(1,446,633) (2,740,501) 8.84%
(2,048,143) (4,788,644) 14.92%
463,272 11.98%

vice

(4,325,372)

Exhibit NMP-2
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Month
Over (Under)
Budget
(6)=(4-2)
(%)

11,549,061
(2,224,795)
(6,358,456)
(2,109,509)
(5,957,578)
(8,377,628)
11,633,357
(3,237,801)
(1,896,515)
2,254,125
5,061,150
2,193,786
6,487,576
14,120,620

Cululative
Over (Under)
Budget
(7)=(5-3)
(%)

11,549,061
9,324,266
2,965,810

856,301
(5,101,277)
(13,478,905)
(1,945,548)
(5,183,348)
(7,079,863)
(4,825,737)
235,412
2,429,198
8,916,774
23,037,394

Over
{Under)
(8)=(7/3)

(%)

97.45%
38.16%
9.39%
2.25%
-10.47%
-22.36%
2.711%
-5.69%
-6.69%
-3.84%
0.17%
1.66%
5.25%
12.30%

Exhibit NMP-2
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Introduction

Please state your name and business address.

Wesley Soyster, 121 Champion Way, Suite 100, Canonsburg, PA 15317.

By whom are you employed and in what capacity?

I am employed by NiSource Corporate Services Company as the Director of

Construction for Pennsylvania, Maryland, Massachusetts, and Virginia.

What are your responsibilities as Director of Construction?

My responsibilities include management of the following activities for Columbia

Gas of Pennsylvania, Inc. (“Columbia” or the “Company”):

. Execution of Columbia’s Long Term Infrastructure Improvement Plan
(“LTIIP”);

. Installation of distribution pipeline facilities for adding new customers; and

. Relocation of distribution pipeline facilities for state, local and private
development projects.

Please briefly describe your professional experience.

I graduated from The Pennsylvania State University with a Bachelor of Science

Degree in Petroleum and Natural Gas Engineering. I also earned a Masters of

Business Administration from Saint Francis University. Upon graduating from

Penn State, I joined Columbia as an Operations Engineer responsible for the

design of various pipeline replacement and addition projects in Southwestern

Pennsylvania. In 2001, I jointed Equitable Gas Company (‘EQT”), and over the
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next fifteen years, I held positions of increasing responsibility at both EQT and

Peoples Natural Gas (“Peoples”). Those positions included Project Manager,

Director of Engineering, Director of Construction, Vice President of Field

Operations, and Vice President of Operations and Construction. I assumed my
current position with Columbia in 2015.

Throughout my career, I have managed several functional areas, which
include operations and maintenance (“O&M”), leak repair, engineering,
construction, operations center dispatch, field customer service, gas measurement
and regulation, corrosion, Distribution Integrity Management Programs (“DIMP”),
Integrity Management Programs (“IMP”) and damage prevention.

Have you previously testified before the Pennsylvania Public Utility
Commission?

Yes. I provided direct testimony for EQT’s 2008 base rate case as well as the
2006 EQT-Peoples acquisition case.

Please describe your membership in, or affiliation with, any industry
organizations.

My industry affiliations include membership in the American Gas Association and
the Energy Association of Pennsylvania.

What is the purpose of your direct testimony?

I will provide an overview of Columbia’s distribution system, discuss Columbia’s

ongoing replacement activities and provide testimony in support of Columbia’s
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plant additions through the Fully Forecasted Rate Year (twelve-months ending

December 31, 2017). I will also discuss Columbia’s historic operating performance,

the initiatives taken to improve its overall safety and compliance efforts and the

metrics that are used to track performance and progress, and the planned system
enhancements to Columbia’s operations.

Finally, I will testify regarding Columbia’s DIMP, the strategic O&M activities that it

has undertaken to improve its system, and the additional O&M activities that

Columbia is planning to undertake beginning in 2016.

Overview of Columbia’s Pipeline Distribution System

Please describe Columbia’s distribution system.

Currently, Columbia serves more than 420,000 residential, industrial and
commercial customers. The Company owns and operates a natural gas distribution
system in 26 counties serving 450 communities spread across Pennsylvania.
Columbia provides that service through approximately 7,460 miles of mains and
approximately 422,052 services that it owns, operates, and maintains.! These
facilities (as of January 1, 2016) are composed of approximately 1,415 miles of bare
steel, 22 miles of cathodically protected bare steel, 30 miles of cast iron, 87 miles of

wrought iron mains (in total, 1,554 miles of “first generation” main), and 53,494

1 I note that in compliance with Section 1510 of the Pennsylvania Public Utility Code, in Western
Pennsylvania the Company does not own the service lines all the way to the building, but terminates its
ownership at the curb valve, typically found at or near the property line. If there is no curb valve on the
service line, Columbia’s ownership terminates at the property line itself. The customer then installs and
maintains the remainder of the service line to the building.
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bare steel services.2 The balance of the system is comprised of cathodically
protected coated steel, or plastic (polyethylene) mains and services, and 37.3 miles
classified as other.s
Columbia’s distribution infrastructure constitutes the final step in the delivery of
natural gas to customers from the producing regions of the Southern United States,
Western Canada, and in-state Pennsylvania-produced Marcellus and shallow well
supplies. Columbia distributes natural gas by taking it from delivery points (or “city
gates”) along interstate pipelines, then transporting it through relatively small-
diameter distribution mains and services that network underground through cities,
towns, and neighborhoods in order to meet the demands of end-use customers.
After taking delivery of natural gas at the city gate, Columbia then steps down the
transmission pressure to local distribution pressure, further filters the gas to
remove moisture and particulates that may damage Columbia’s system, and then in
some cases increases the amount of odorant known as mercaptan (the “rotten egg
smell”) to the natural gas before it is put into the distribution system. The gas then
goes into the Columbia distribution system where the pressure is often further

reduced to delivery pressure in a series of district regulator stations, before being

2 The terms “bare steel,” “unprotected coated steel,” “unprotected steel,” and “wrought iron” as explained
further below, are used interchangeably and all refer to steel pipe without cathodic protection that is
susceptible to corrosion.

3 It should be noted that in 2011 Columbia deployed a Geographical Information System (“GIS”) Mapping
System to provide both mapping and data retrieval capabilities on its system and facilities. The 37.3 miles of
“other” main appear to be anomalies in the data conversion and through a scrubbing process have been
reduced from over 43 miles in 2013.
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delivered to each customer. Once the gas is delivered on the customer’s side of the
meter (or the property line in Western Pennsylvania), it is owned by the customer
and becomes the responsibility of the customer. In sum, Columbia’s distribution
system moves relatively small volumes of natural gas at lower pressures over
shorter distances to a far greater number of individual users than its interstate
pipeline counterparts.
Please describe the years, types, and operating characteristics of the
various pipe materials that have historically been installed in
Columbia’s system.
The system is comprised of many different types of pipe. From the 1850s to the
early 1900s, Columbia’s predecessor companies installed cast iron pipe throughout
the early distribution systems. Cast iron, wrought iron and wood were among the
first materials available, and cast iron had the advantage in that it was relatively
strong and was easy to install. However, it was vulnerable to breakage from ground
movement. When the pipe was buried to typical depths of between two and five
feet, if the soil beneath the pipe or to its side was disturbed and pressure exerted on
the pipe, it could crack. Further, each pipe section was not easily joined, so joints
were prone to leaks. Finally, it was determined that it was unsuitable for long-
distance transportation of gas because it was unable to withstand high pressures.
How did the industry react to the problems present with the use of cast

iron?
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By the early 1900s, the industry had adopted steel and wrought iron piping for
mains. These were deemed to be stronger than cast iron and able to withstand
greater pressure. During this time, bare steel and wrought iron began replacing
cast iron pipe as the material of choice when building a natural gas distribution
system. During the pre- and post-World War II construction boom, gas utilities like
Columbia, along with developers and customers, installed a significant amount of
bare steel mains and services. Bare steel is steel pipe that has no exterior coating
and has no cathodic protection installed on the pipe. The use of bare steel and
wrought iron was common until the 1950s and 1960s when the industry began to
realize that, despite its strength, bare steel was subject to corrosion and, in order to
increase long-term safety and reliability, coating and cathodic protection should be
applied to all new piping systems. Both exterior coatings and cathodic protection
were designed to inhibit corrosion. Columbia installed its last bare steel pipe in the
1960s. By 1970, the federal government prohibited the installation of bare steel and
wrought iron for natural gas distribution system infrastructure.
What did the industry do to combat the problem of corrosion in bare
steel?
The fact is that all metals corrode as a result of the natural process of chemical
interactions with their physical environment, most commonly caused by moist soil
(which creates an electrolyte) around the pipe. In these circumstances, direct

electric current flows from the metal surface into the electrolyte and, as the metal
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ions leave the surface of the pipe, corrosion takes place. This current flows in the
electrolyte to the site where oxygen or water is being reduced. This site is referred
to as the cathode or cathodic site. In order to combat corrosion, natural gas
distribution companies (“NGDCs”) began using coated steel. Unprotected coated
steel (“UPCS” or “coated steel”) refers to steel pipe with an exterior coating
(intended to electrically isolate the steel from the surrounding electrolytes in the
soil).
Did the use of UPCS solve the problem?
No, despite the best efforts of industry, and even though it was for a time an
accepted industry standard, UPCS corroded as well. But for the period from the
1940s through the 1960s, as the industry assessed its options, it was one of just a
few alternative piping materials available to meet the public demand for service. By
1970, Columbia had laid its last non-cathodically protected coated steel segment.
Further, since that time Columbia has retrofitted all of its unprotected coated steel
facilities with cathodic protection systems.
What materials replaced bare steel and coated steel?
Coated steel pipe continues to be used, but it is cathodically protected with an
electric current. The pipe breakthrough for the natural gas industry came in the
mid-1960s with the introduction of plastic (polyethylene) pipe for gas distribution

applications.
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What is “cathodic protection?”
Cathodic protection is a procedure by which underground metal pipe is protected
against corrosion and deterioration (i.e., rusting and pitting) by applying an
electrical current to the pipe. Cathodic protection reduces corrosion by making that
surface the cathode and another metal the anode of an electrochemical cell. A
primary function of a coating on a cathodically protected pipe is to reduce the
surface area of exposed metal on the pipeline, thereby reducing the current
necessary to cathodically protect the metal. At present, the principal methods for
mitigating corrosion on underground steel pipelines are external coatings and
cathodic protection.
Has Columbia further improved the functionality of its piping since the
introduction of cathodically protected steel?
Yes, it has. Cathodically protected steel has all the advantages of steel in terms of
strength and, because of its impressed electrical current, is highly corrosion
resistant. However, it is more costly to purchase and install, and requires more
ongoing maintenance than the next generation pipe - plastic.
What are the benefits of plastic pipe?
Plastic pipe has proven to be very good for distribution-level pressures. It has
strength and flexibility, and, as a result, is generally immune to the stress of ground
movement. Plastic is also less costly to purchase and easier to join and install than

steel pipe. Plastic does not corrode and, therefore, does not require cathodic
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protection.

Q. Does plastic pipe have any drawbacks?

A The two significant drawbacks to plastic include:

Relative vulnerability to excavation damage as compared to cast iron or
steel. As a result, excavators who do not dig by hand (despite being
required to do so by One-Call laws) in the vicinity of plastic facilities are
very likely to damage them. Cast iron and steel piping have greater tensile
strength and thus are somewhat more likely to be able to resist external
impact.

“First Generation” plastic pipe, typically installed between 1970 and 1981
in most distribution systems and softer than today’s “418 PE” material
(due to the different composition of the base plastic material), has
demonstrated itself to be prone to stress propagation cracking under
some circumstances. Thus in certain limited cases, Columbia’s first
generation plastic pipe has generated Type-1 leaks due to significant

longitudinal cracking along the pipe.

Q. Whatis Columbia doing to address these concerns?

A Columbia has made significant progress in reducing facility damage rates. In 2007,

damages per thousand locates were at 5.39. In 2015, damages per thousand locates

were at 2.41. Efforts to improve locator performance and improved techniques for

finding difficult to locate facilities have proven to be effective. However, overall
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damage prevention rates, while improved from historical levels, have plateaued
over the last four years. Contractor negligence remains the highest cause of
damages to our system and has increased from 47% of total damages in 2010, to
nearly 54% of total damages in 2015. In an effort to reduce damages in this area
further, Columbia has added four damage prevention coordinators to expand
contractor outreach efforts. Columbia is continuing the practice of using “marker
balls” when installing its new plastic facilities. These marker balls are placed in the
ground above the pipe after it has been installed and enable Columbia to locate it
later using electronic technology. As a result of the marker balls, Columbia has seen
a 3-year declining trend in Contractor negligence.
Columbia is also deploying global positioning system (“GPS”) mapping and locating
technology that provides sub-decimeter accuracy in identifying the location of new
or replacement facilities. This breakthrough technology will enable the Company to
accurately locate its new facilities in the field. This will provide facility locators with
a highly accurate, state-of-the-art ability to find facilities anywhere in the system
that have been captured using this new technology. Thus, it has the clear potential
to revolutionize our One-Call response procedures and the overall quality of facility
locating. Columbia’s plan is to capture all new and replacement installations using
this new methodology, and simultaneously and systematically begin to capture
existing system main and service information across the existing Columbia system,

until we have captured detailed and accurate data on the entire system.
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In order to address the issue that the industry has identified as “First Generation”
plastic pipe, Columbia is replacing those sections of first generation plastic pipe that
are uncovered in the course of executing the bare steel and cast iron replacement
program, which I discuss later in my testimony. Further, depending on future
failure rates of this first generation plastic pipe, and the relationship between those
failure rates and other risks in the Columbia system at the time, Columbia’s annual
DIMP Plan risk evaluation may determine, at some point in the future, that a

systematic program will be needed to replace the remainder of this softer, more

vulnerable, first generation plastic material.

Columbia’s Pipeline Replacement Efforts

How many feet of bare steel, wrought iron, and cast iron main has been
eliminated from the Columbia system during its accelerated program,
and how does that trend compare with the previous years?

Columbia began an accelerated replacement of bare steel, wrought iron, and cast
iron pipe in 2007. Between 2007 and the end of 2015, Columbia retired the

following footages of bare steel, wrought iron, and cast iron by year:
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2007 355,764 feet
2008 528,567 feet
2009 344,488 feet
2010 322,583 feet
2011 533,765 feet
2012 467,808 feet
2013 449,856 feet
2014 413,667 feet

2015 513,216 feet

Total Actual (Through YE 2015) 3,929,714 feet
From 2007 through 2015, Columbia’s replacement program eliminated an

average of 436,635 feet per year. During the 4 years from 2002 to 2005 the average
annual rate of retirement was 196,948 feet, less than half the rate of retired footages
of bare steel, wrought iron, and cast iron under the current program.
How have replacement costs trended and what are the primary cost
drivers? |
Columbia has experienced upward cost pressure for replacement projects over
the past several years. The average cost of main replacement in 2008 was $81.25
per foot, while the current average cost of main replacement, using 2014 actuals,
is $182.30. The following factors create the upward cost pressure:
e The location of projects has a significant impact on cost. Hard surface
projects in urban areas normally have a higher replacement cost per foot
than soft surface replacement in rural areas, given similar size and material

of pipe are being installed. The increased cost of urban areas can be due in
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part to the need to coordinate replacement of Columbia’s facilities with
facilities of other utilities or municipalities. These higher cost urban areas
often have higher risk and are increasingly being prioritized for replacement,
contributing to the increasing average cost per foot.
Changes in hard surface restoration requirements are a key component of
the upward cost pressures. Municipalities are expanding restoration
requirements on utilities. For example, seven years ago it was typical that
trench restoration would consist of simply paving the trench that was
excavated for the main installation. Today, that same project frequently
requires curb to curb milling and overlay. On other projects, Columbia is
required to locate its facilities under sidewalks.. On these projects, Columbia
is required to replace the entire sidewalk, and to the extent that the sidewalk
does not meet American’s with Disabilities Act (“ADA”) standards, Columbia
is required to make them compliant with current ADA standards. This
means that Columbia may need to install wheelchair ramps and curb
realignment or replacement work.
Contractor cost is another key component of increased costs. Contractor cost
increases are driven by competition for resources as more NGDCs in
Pennsylvania and across the country undertake main replacement programs.
The mix of plastic and steel mains and the diameter of the mains needed in

the Company’s system can affect the average main replacement cost. The
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large, geographically dispersed nature of Columbia’s system requires it to
have a relatively high number of higher pressure steel, larger diameter mains
to carry gas across the very broad western and eastern Pennsylvania
Columbia service territories. As a result, far more of the facilities being
replaced have to be designed and constructed of larger diameter pipe, with a
larger percentage of steel (vs. lower cost plastic mains), compared to utilities
that have smaller, more geographically compact service footprints. In fact,
and by way of comparison, in 2012 Columbia had the largest average main
diameter among all of the NiSource Gas Distribution Segment Local
Distribution Companies, and its installation of steel replacement mains (vs.
plastic mains) is also well above the NiSource Gas Distribution Segment
average.
These combined factors have driven the unit cost for the Company’s main
replacements to increase materially over the last several years. This has necessitated
greater capital spending by Columbia to keep pace with the replacement program’s
retirement footage objectives.
What is Columbia doing to manage cost increases?
Columbia is focused on managing costs and making prudent capital investments
that benefit our customers. As one of seven distribution companies within the
NiSource family making infrastructure capital investments, we are able to negotiate

at scale with contractors and suppliers, delivering competitive pricing for materials
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and services provided to Columbia.
Further, Columbia has initiated significant efforts regarding the management of
permitting and restoration costs, which I describe later in my testimony. Columbia’s
service territory spans over 440 municipalities in the Commonwealth of
Pennsylvania, each of whom are authorized to set their own municipal ordinances
related to street openings. Columbia incurs restoration costs on pipeline
replacement projects in compliance with the ordinance of the municipality in which
the pipeline is replaced.
Have municipal standards changed since the inception of Columbia’s
aggressive pipeline replacement program?
Yes. Over the past few years, Columbia notes that municipalities continue to change
and update local ordinances regarding restoration requirements. Columbia
replaces pipe in the following townships or boroughs, which require either curb to
curb paving requirements or curb to center line paving requirements:
Curb to curb paving restoration requirements
e Allegheny County: Baldwin Township (2012), Bethel Park (2012),
Borough of Castle Shannon (2008), Borough of Dormont (2013), Borough
of Heidelberg (2005), Sewickley (2009), Edgeworth Township (2009),
Green Tree Borough (2014)

e Venango County: Emlenton Borough (2012)
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e Washington County: Amwell Township, Borough of Canonsburg

(2013), Peters Township (2012)

¢ Westmoreland County: Borough of Scottdale (2013)

Curb to center line paving restoration requirements
e Allegheny County: Kennedy Township (2005)

o Washington County: McDonald Borough (2012)

Additionally, there are several municipalities in the Company’s service territory,
with ordinances designating that restoration requirements and standards are at the
final discretion of the township or township engineer. These townships and
boroughs include:

e Scott Township

¢ Borough of Pleasant Hills

e Stowe Township

e Castle Shannon

e Mt. Lebanon

e Ferguson Township

¢ City of Pittsburgh

¢ North Strabane Township

What other challenges has Columbia faced regarding paving and

restoration within Pennsylvania municipalities?
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Columbia has completed work in areas where a municipality hired a third party
engineering firm. These third party firms have an expectation of construction
industry standards regarding paving on a pipeline replacement project. This means
that the third party firms expect no seam paving jobs. Consequently, municipalities
who hire third party engineering firms, typically require Columbia to pave beyond
the area in which the Company’s replacement project occurs.
When a municipality requests restoration beyond the area in which
Columbia’s pipeline replacement activity occurs, what does Columbia
do to resolve the issue?
When the Company encounters a situation in which a municipality requests
atypical or non-PennDOT standard restoration requirements, Columbia tries to
negotiate with the municipality, in order to reach a compromise. This approach
helps Columbia maintain good rapport with townships and municipalities.
Maintaining relationships with municipalities and townships is very important,
especially in the unforeseen event of an emergency. Thus, negotiation is the initial
starting point and preferred resolution method.
Further, while negotiation is the preferred method for resolution, sometimes a
compromise cannot be reached. When a compromise cannot be reached, the
Company further analyzes the situation to determine the best path to move
forward. The Company can opt to pursue litigation or evaluate whether to move

forward with the project. Whether or not to move forward with a project is
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evaluated on an individual project basis, as each situation presents unique

circumstances.

Has

Columbia been successful in challenging restoration

requirements?

Yes, we have. Below are a few examples:

Dellrose Street, City of Pittsburgh - The City of Pittsburgh Public
Works road restoration provisions required a complete rebuild of at least
half the road from the base up. For Dellrose Street, which is a brick surface
street, Columbia estimated that compliance with this requirement would
have cost in excess of $1 million. Columbia negotiated a restoration plan to
install permeable pavers, which reduced restoration costs by an estimated 30
percent.

City of Pittsburgh - This was a collaborative effort among Columbia and
other utilities to challenge the City’s proposed “Major Street Opening
Permit” revision that would have increased costs and possibly delayed
pipeline replacement projects in Pittsburgh. Columbia Gas, working with
the other utilities, was able to amend the bill to exclude utility infrastructure
work. Also, challenged and successfully delayed for a year, the City’s attempt
to implement an increased requirement of four inch mill and overlay for
pipeline replacement projects on major streets, resulting in savings of

$100,000.
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Cross Creek Township, Washington County — Columbia successfully
sought revision of a provision in a road maintenance agreement between
Columbia and the Township which required 200 feet of mill and overlay
paving curb to curb on each side of a road opening. Columbia successfully

negotiated a restoration plan with the Township, saving more than $42,000

in restoration costs.

What other challenges has Columbia encountered with municipalities

associated with pipeline replacement projects?

While restoration requirements are the primary challenges faced by the Company in

completing restoration projects, the Company has also successfully challenged

other municipal requirements. Below is a brief list of some of the other challenges

that Columbia has addressed:

Redevelopment Authority of Washington County - Successful
challenge of fair market value of easement on property necessary for pipeline
replacement, resulting in savings of $30,000.

Connellsville - Successful challenge of fair market value of easements on
two pieces of city owned property necessary for pipeline replacement,
resulting in savings of $22,500.

Leet Township - Negotiating with township regarding a demand from the

township engineer to provide highly detailed drawings for every road
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opening made by Columbia on a proposed pipeline replacement in order to
obtain a permit. Estimated cost of drawing was $25,000.

e Ambridge Township - Subsequent to a public meeting attended by
Columbia to educate the residents about an upcoming pipeline replacement
and prior to the commencement of our pipeline replacement project, the
Township enacted new restoration ordinances. Columbia was able to
successfully negotiate with the township restoration standards, which did
not increase costs significantly for the planned project.

Going forward, how does Columbia intend to continue managing
restoration costs?

Columbia will continue to work with local governments in an effort to control
permitting and restoration requirements for pipeline replacement projects. The
Company’s goal is to balance the requirements of local governments while
delivering the best value for our customers. Columbia continues to engage local
governments in an effort to maintain that balance.

How does Columbia install pipe in its underground distribution
system?

The initial installation of natural gas distribution pipe requires the excavation of a
trench usually under or adjacent to a public street into which the pipe is laid. Then
new or existing customer services are connected to the new main.

Installation of natural gas distribution pipe can be a major inconvenience for
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residents, business owners and municipalities. In some circumstances, where
smaller diameter plastic facilities are installed to replace larger diameter steel
piping, the cost and inconvenience associated with excavating a trench can be
reduced by inserting the new pipe through the old piping. This involves smaller
street cuts for the insertion plus smaller cuts associated with service line and
intersecting main tie-ins. Further, even if a replacement main must be laid rather
than inserted, the use of smaller plastic pipe, where viable, rather than larger steel
or cast iron pipe will produce a savings in material costs.
Why does Columbia need to continue to replace its bare steel and cast
iron systems?
Columbia’s DIMP risk scoring continues to rank external corrosion on bare steel
and bell joint failure on cast iron pipelines among our top system risks. Corrosion
on first generation mains represents nearly 81% of all hazardous or potentially
hazardous leakage cleared on mains in the Columbia distribution system in 2015.
Columbia has determined that there are an increasing number of leaks in areas
where unprotected steel is concentrated. The Company believes that the
accelerated replacement of the first generation system is not only prudent, but is a
requirement under the federal DIMP rule that Columbia continues to address very
aggressively in a consistent and programmatic way.
As a result, Columbia plans to maintain or increase its capital expenditures in the

2016 to 2020 timeframe, with a planned spending program ranging between $150
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and $200 million budgeted annually for line replacement over the 5-year period.

This budget includes the replacement of bare steel, cast iron, and wrought iron

pipelines.
Please explain Columbia’s capital additions claimed for the Future Test
Year and Fully Forecasted Rate Year.
The amounts shown are taken from Columbia’s capital budget, as developed by our
operations group and engineering department.
Further, for a detailed description of Columbia’s age and condition actuals
for 2015, and budgeted amounts for 2016, and 2017, please see the chart below.
Columbia Age & Condition Replacement Budgets ($000)
Total 2015 Total 2016 Total 2017
GPA Description Actual Projected Projected
354 | Compressor Stations 8 50 57
376 | Mains - Leakage Elimination 110,112 63,300 88,357
380 | Service Lines — Replaced 37,346 45,000 63,550
376 | Customer Service Lines Replaced 659 0 0
381 | Meters /998 Int. Co. Meters 0 0 0
382 | Meter Install — Replace 496 1,250 1,653
383 | House Regulators - Replace 36 150 228
378 | Plant Regulators — Replace 978 1,750 3,133
375 | Reg Structures Replace 111 200 228
385 | LV Excess Press Meas Sta 171 100 114
376 | Corrosion Mitigation Ins 152 100 114
376 | Large Projects / Specifics/Misc 812 50,000 56,968
150,881 161,900 204,402
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Taken in total, Columbia has made enormous progress since 2006 in delivering and
maintaining a safe and reliable distribution system for its customers. The progress
that I refer to is defined in more detail throughout this testimony, but includes
initiating an annual leakage survey on all of its bare steel mains, identification and
mitigation of system cross bores, reducing the number of inactive services in the
system, reducing its Type-2 leak repair backlog, improving the locating process to
reduce third-party damage, improving emergency response rates and on-time
appointments for customers, and dramatically increasing the amount of bare steel
and cast iron pipe that it removes from the system annually. Having said all of that,
however, the system data is clear that as first generation bare steel and cast iron
pipe continues to age, Columbia will have to continue to focus on the accelerated
replacement of bare steel and cast iron to address the problems associated with
aging infrastructure. Therefore, it is essential that Columbia continue to direct
management effort and incremental capital resources toward this ongoing need.
The synchronization of these replacement efforts with the enhanced focus on
pipeline safety that Columbia has demonstrated over the last 9 years are integral
parts of Columbia’s DIMP Plan, and are essential planks of Columbia’s ongoing
efforts to enhance natural gas pipeline integrity management and, thus, provide a
safe, reliable distribution system for our customers and the general public.
How do Columbia’s bare steel replacement rates compare with other

Pennsylvania NGDCs?
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Columbia continues to reduce its bare steel inventory at a rate that exceeds its
intrastate industry peers. In 2014 (the last date comparative data is available,
Columbia replaced 78 miles of bare steel pipe, second only to the combined UGI
companies. In 2015, Columbia replaced 97 miles of bare steel pipe (other PA NGDC
data not yet available for 2015).
Is there another solution for addressing the issues with bare steel and
cast iron short of replacement?
No. Corrosion leakage on unprotected steel does not slow down and the rate of
leakage will only accelerate as the unprotected steel facilities continue to
deteriorate. First generation unprotected steel pipe, much of it dating to the turn of
the last century, has reached or soon will reach the end of its useful life and must be
replaced in a timely, cost-effective manner.
Do safe and reliable system operations requirements demand
replacement of Columbia’s unprotected steel facilities?
Yes. Continual system degradation due to unrelenting corrosion will challenge
Columbia’s ability to meet peak day needs and operate the system safely. Therefore,
continuing Columbia’s main replacement program is essential to minimize leakage
and the associated public risks and additional strain on the system when required to
meet peak day demands.
Are you saying Columbia’s system is unsafe?

No, I am saying the system is safe right now, as evidenced by our ability to address
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Type-1 and Type-2 leaks appropriately, as well as all of the other operational
improvements including more frequent leakage surveys, better emergency leak
response, and a continued focus to reduce the backlog of open Type-2 leaks that are
described later in this testimony. Columbia’s system is comprised of thousands of
miles of wrought iron, cast iron, bare steel, cathodically-protected steel, and plastic
pipe. The material initially at risk is generally first generation bare steel, cast iron,
and wrought iron. Evidence further indicates that the corrosion with respect to
unprotected coated steel is accelerating, gradually causing more leaks. Also, cast
iron pipe is quite old and is in need of replacement due to its age and vulnerability
to fractures caused by ground movement. Wrought iron is a hybrid of cast iron and
bare steel that demonstrates very similar corrosion characteristics to that of bare
steel.
With all of that said, while the system is currently safe, Columbia must, as a prudent
operator, address the systemic problem of replacing its unprotected steel, cast iron,
and wrought iron facilities. And finally, the issues that are manifesting themselves
on first generation plastic (though the risks have not yet risen to the level of risk
associated with bare steel, cast iron, or wrought iron), as discussed elsewhere in this
testimony, also necessitate a measured replacement strategy geared to those
locations where Columbia is uncovering this pipe in the course of replacing other

facilities.
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How does Columbia classify leaks it detects on its system?
Columbia classifies each gas leak according to its severity: Type-1, Type-2, or Type-
3. A Type-1 leak is hazardous and requires immediate remediation and repair. A
Type-2 gas leak is non-hazardous at the time of detection, but requires a scheduled
repair based on the potential for becoming a hazard. A Type-3 gas leak is defined as
“non-hazardous at the time of detection and can be reasonably expected to remain
non-hazardous.”
These gas leak classifications are defined in the Gas Piping Technology Committee
(“GPTC”) American National Standards Institute (“ANSI”) Z380.1 “Guide for Gas
Transmission and Distribution Piping Systems.” The Guide is commonly utilized by
gas operators and State pipeline regulators, including the Commonwealth of
Pennsylvania, as an interpretation of “DOT 192 2003 CFR Title 49, Part 192
Transportation Of Natural And Other Gas By Pipeline: Minimum Federal Safety
Standards.”
Will Columbia’s accelerated replacement program provide customers
with any other benefits besides the replacement of bare steel, wrought
iron, and cast iron pipe with plastic and cathodically protected steel?
Yes. Columbia is replacing the segmented, 19th and early 20th century low-
pressure designs of its first generation system with a more integrated, 21st century
system design. This integrated, higher pressure system (up to a maximum of 99

pounds operating pressure, though will typically operate at 60 pounds per square
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inch gauge (“PSIG”) will enable Columbia to substantially reduce the current need
for district pressure regulator stations throughout its system, resulting in a safer,
easier, and more reliable system to operate. Instead, each residence will have a
small domestic sized regulator installed just up-stream of the meter to reduce the
pressure before it enters the house. Also a distribution system operating at these
higher pressures will enable Columbia to install new safety devices in areas to be
upgraded. As part of the upgrade, Columbia is installing excess flow valves on
nearly all services connected to the replacement mains.4 For approximately $25 per
replaced residential service, or less than $150 for the average commercial service,
these excess flow valves will shut off gas to a residence or business in the event of a
large pressure differential, which is indicative of a major gas leak or a service
damaged by excavation. Over time, this results in a system where services are much
less vulnerable to safety risks from third-party damage.
Finally, this migration to higher pressure systems will provide customers with much
more flexibility in adding new, high efficiency equipment, and in allowing for the
installation of smaller, less expensive interior piping systems (such as CSST—
Corrugated Stainless Steel Tubing), which is designed to operate at two pounds of
inlet pressure (current low pressure systems typically operate at a maximum of 7
inches of water column, which is roughly 1/8t of the 2 PSIG pressure required).

Notably, the 60-pound system design discussed above provides the maximum flow

4 The exception would be for those commercial and industrial customers whose consumption is over 5,000
cubic feet per hour.
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capacity for a given size of medium density polyethylene pipe, and enables the
Company to routinely provide 2-pound pressure delivery systems to customers. It
should also be noted that as a result of the quarter pound of pressure associated
with low pressure delivery systems, this type of service (i.e., other less expensive 2
pound pressure systems) is not available to customers currently served from low
pressure systems.
How will main replacements affect the Company’s leak repair
experience?
The long term view is that as the percentage of bare steel, wrought iron, and cast
iron pipe is materially diminished, we expect to see a reduction in Type 1 and Type
2 leakage repair caused by corrosion. However, this impact is not anticipated in the
near term. The remaining cast iron, wrought iron, and bare steel pipe to be replaced
continues to drive Type 1 and Type 2 leakage repair activities. In 2015, our pipe
replacements, together with our aggressive leak repair program, allowed Columbia
to reduce the total number of Type-2 outstanding leaks in the system to 950, a 75%
reduction since 2007.
How does the public benefit from Columbia’s ongoing replacement of
its aging facilities?
Columbia is removing deteriorating portions of its system and enhancing the safety
of its system by ensuring replacement of facilities with new, longer lasting and safer

materials. Its system will continue to be able to provide deliverability at its
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maximum allowable operating pressure (“MAOP”), thus the public will receive
better service, with fewer interruptions. Customers currently experience the
benefits of the investments being made to enhance the safe and reliable delivery of
their natural gas service. During the “Polar Vortices” of both 2014 and 2015,
Columbia’s distribution system performed well and experienced no significant
issues with service interruptions or curtailments of firm customers. The same has
held true through the other cold weather events of the 2015-2016 winter heating
season. Further, this massive and structural system replacement program is adding
jobs throughout Columbia’s service territory, both in the ranks of full-time
Columbia employees (these include engineers and engineering technicians, land
agents, and construction inspectors), as well as the contractors who perform the
actual pipe replacement (which includes laborers, equipment operators, crew
leaders, and support staff) and associated support services such as: paving, traffic
control, trucking, sand and gravel, and a myriad of other material purchases and
support activities that are needed to execute this type of strategic replacement
program. Finally, to emphasize the magnitude of this program, at the peak of 2015
Columbia had 9o+ construction crews employing approximately 500 to 600
contractors and 20 to 25 restoration contractors employing approximately 200

employees.
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IV. Federal Pipeline Safety Rules and Advisories
Q. Please describe the Federal Pipeline Safety Rules and Advisories that

are affecting and will continue to affect Columbia’s Pipeline Safety

Strategy and Operational Execution.

A Some of the more significant and impactful Final Rules or Advisories issued in the

last several years or that are being considered for the future, are as follows:

Control Room Management (76 FR 35130) - This rule expedites the program
implementation deadlines in the Control Room Management/Human
Factors regulations in order to realize the safety benefits sooner than
established in the original rule. This rule requires that Operators define the
experience requirements, create training programs, and establish clear roles
and responsibilities for Control Room Operators. Further, the rule mandates
that appropriate shifts, and maximum hours of work be established for
control room operations. The deadline for pipeline operators to implement
the procedures for roles and responsibilities, shift change, change
management, and operating experience, fatigue mitigation education and
training was October 1, 2011, 16 months sooner than the original regulation.

Mechanical Fitting Failure Reporting Requirements (76 FR 5494) - This
final rule is an amendment to the Pipeline and Hazardous Materials Safety
Administration’s (“PHMSA”) regulations involving DIMP. This final rule

revises the pipeline safety regulations to clarify the types of pipeline fittings



A 0 A W

~

10
11
12
13
14
15
16
17
18
19
20

21

W. Soyster
Statement No. 7
Page 31 0of 48
involved in the compression coupling failure information collection, and
changes the term “compression coupling” to “mechanical fitting,” which
aligns a threat category with the annual reporting requirements and clarifies
the Excess Flow Valve (“EFV”) metric to be reported by operators of gas
systems. (As a result of this change from “compression fitting” to
“mechanical fitting” Columbia is likely to report more “mechanical fitting”
failures in its system than it has reported historically.)
Integrity Management Program for Gas Distribution Pipelines (74 FR
63906) - this final rule amends the Federal Pipeline Safety Regulations to
require operators of gas distribution pipelines to develop and implement
integrity management (“IM”) programs. The IM programs required by this
rule are similar to those required for gas transmission pipelines, but tailored

to reflect the differences in and among distribution facilities.

In addition to the final rules above, the following are proposed rules or

recommendations that are currently being made by, or are under consideration by

PHMSA:

Pipeline Safety: Pipeline Damage Prevention Programs (PHMSA 2009-0192
RIN 2137-AE43) - This Advance Notice of Proposed Rulemaking seeks to
revise the Pipeline Safety Regulations, in order to: establish criteria and
procedures for determining the adequacy of state pipeline excavation

damage prevention law enforcement programs; establish an administrative
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process for making adequacy determinations; establish the Federal
requirements PHMSA will enforce in states with inadequate excavation
damage prevention law enforcement programs; and establish the
adjudication process for administrative enforcement proceedings against
excavators where Federal authority is exercised. This requirement continues
to work its way through the PHMSA regulatory approval process, and is
expected to be approved. Further, unless the Pennsylvania Legislature
passes the One Call Enforcement Bill that has been introduced, we are likely
to see this federal enforcement in Pennsylvania which would have material
impact on all Pennsylvania gas utilities.
Pipeline Safety: Expanding the Use of Excess Flow Valves in Gas
Distribution Systems to Applications Other Than Single-Family Residences
(PHMSA 2011-0009 RIN 2137-AE71) — The National Transportation Safety
Board has made a safety recommendation to PHMSA that excess flow valves
be installed in all new and renewed gas service lines, regardless of a
customer’s classification, when the operating conditions are compatible with
readily available valves. This requirement continues to work its way through
the PHMSA regulatory approval process, and is expected to be approved.
Columbia has already modified its procedures to require its construction
crews to install excess flow valves on all new and replacement commercial

installations up to 5,000 Cubic Feet Per Hour.
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Pipeline Safety: Safety of Gas Transmission Pipelines (PHMSA 2011-0023
RIN 2137-AE72) — PHMSA is considering whether changes are needed to the
regulations governing the safety of gas transmission pipelines. In particular,
PHMSA is considering whether IM requirements should be changed,
including adding more prescriptive language in some areas, and whether
other issues related to system integrity should be addressed by strengthening
or expanding non-IM requirements. Among the specific issues PHMSA is
considering concerning IM requirements is whether the definition of a high-
consequence area should be revised, and whether additional restrictions
should be placed on the use of specific pipeline assessment methods.
NTSB Recommendation P-12-17 Safety Management System (API Draft
Recommended Practice 1173) — Conceptually, this recommendation is built
on the premise that managing the safety of a complex industry requires a
system of efforts to address multiple, dynamic, changing activities, and
circumstances. It further reflects the PHMSA view that if the industry is to
achieve the goal of zero incidents, a highly structured and comprehensive
effort is required. The broad components of these plans would include:
¢ Demonstrated management commitment
e Structured pipeline safety risk management decisions
¢ Increased confidence in risk prevention and mitigation

¢ Provide a platform for shared knowledge and lessons learned
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¢ Promoting a pipeline safety oriented culture
The ultimate purpose of this initiative is intended to produce a continuous pipeline
safety improvement cycle among pipeline operators of “Plan-Do-Check-Act.”
Will PHMSA'’s focus on Transmission Lines have any significant impact
on Columbia operations?
Yes, “Transmission Line” is defined in CFR 49, Part 192 as “a pipeline, other than a
gathering line, that: (1) transports gas from a gathering line or storage facility to a
gas distribution center, storage facility, or large volume customer that is not down-
stream of a distribution center; (2) operates at a hoop stress of 20 percent or more
of SMYS [System Minimum Yield Strength]; or (3) transports gas within a storage
field.” Columbia has approximately 63.4 miles of transmission class facilities that
meet this definition. Further, following the San Bruno California explosion which
occurred on a Pacific Gas and Electric (“PG&E”) Transmission Line in 2010,
PHMSA has focused attention on the quality and comprehensiveness of system
records for these lines, particularly around the pressure testing data, pipe design
information, and wall thickness of existing transmission line systems. Because there
was no federal mandate requesting such reports, Columbia, like many other NGDCs
and transmission companies, is lacking certain data, particularly on segments
installed prior to current code standards and the issuance of Federal Pipeline Safety
Regulations instituted on August 1, 1971. The increased spending, shown in the

Company’s response to Standard Data Request GAS-ROR-014 in the capital budget
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category of “betterment” for 2016 and beyond, reflects increased pipe replacement
work that Columbia expects to have to conduct on these pre-1971 transmission
lines. PHMSA continues to focus heavily on Transmission Operations with a new
Notice Of Proposed Rule-Making (“NOPR”) that would either change the definition
to make the inspection procedures and safety requirements of the various class
locations more rigorous, or to expand the classification of High Consequence Areas,

requiring changes in both system design criteria as well as on-going maintenance in

those areas.

Strategic O&M Initiatives
Please summarize the results of your assessment of Columbia’s pipeline
safety risks and opportunities.
In 2006, 2007, and 2008, Columbia undertook safety initiatives which included the
following activities, among others:

¢ Conducting frequent leakage surveys on “first generation” facilities;

¢ Launching a structural “first generation” pipe replacement program;

¢ Undertaking a focused process to reduce third-party damage;

¢ Initiating a program to reduce the backlog of open Type-2 leaks; and

¢ Eliminating the backlog and accelerating the abandonment of inactive

services.
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In 2013, Columbia initiated the following additional safety initiatives to further

enhance the safety of its distribution system:

Aggressive management of right-of-way vegetation;

Continued acceleration of the repair rate of open Type-2 leaks;

Continued efforts to remediate atmospheric corrosion on above ground
structures;

Ensuring exposed mains have appropriate cover;

Increased use of camera-based technology to identify cross-bore conflicts;
Began to implement Hi-Accuracy GPS program;

Expanded use of Vac Trucks to dig test holes on facilities where the
existing tracer wires have either been broken or suffered degradation to
the point there is no longer electrical continuity.

Ensure MAOP documentation in compliance with federal requirements;
and

Enhanced damage prevention advertising and contractor outreach, with a
particular emphasis on educational outreach to children through targeted

educational programs

Please discuss Columbia’s strategy regarding O&M safety initiatives

going forward.

Columbia’s strategic DIMP Plan, and the impact that it will have on O&M policy for

safety initiatives, remains unchanged. The Company continues to focus its efforts
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and resources on the top risks to the Company’s system as enumerated in its DIMP

Plan and as modified based on the annual DIMP data review, which sometimes

results in risk reprioritizations or other updates to the plan. Columbia is expanding
focus in several critical areas to maintain and enhance its operational capabilities:

e As Columbia works to build the pipeline of the future we also find
ourselves in the midst of building the workforce of the future. With the
ramp up of our capital program we have experienced the transfer of
employees from O&M positions to construction positions; in addition we
continue to see an increase in the number of employees who are eligible to
retire. We see both opportunity and risk in the current and future
transition of our workforce. Columbia’s historical methods of training
were developed in an era of very low turnover and well-established
institutional knowledge. These traditional training methods will not
address the increased risk of human error to our system introduced by this
large scale workforce transition. We have adjusted our methods of
training to reduce that risk for new and existing employees. Columbia is
currently conducting a formal employee training and qualification
program to address the DIMP and system risks associated with human
error in the field. These programs will not only include more classroom
time and far more stringent testing procedures, but will, where

appropriate, require hands-on demonstrations of necessary skills to
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validate employee or contractor qualification competency. Columbia has
made additional organizational changes to focus on training and
development of employees. While this adds to current O&M expenses, it is
vital that we are effective in preparing the next generation of employees, so
as to minimize risk both to employees and the general public.
Columbia is constructing a new training center that will open in mid-2016
and will provide the facilities needed to conduct classroom training and
enhanced hands on training. The facility will be used for multiple training
purposes, including: new employee training, employees transitioning into
higher skilled positions, and annual refresher training for the existing
workforce. A great deal of thought, research and best practices were
considered when developing the new training approach and designing the
training facility. Trainers traveled to industry leading training facilities
and natural gas organizations across the country. The Company studied
best practices of organizations outside the natural gas distribution
industry, who are trained to respond to crisis and emergency situations.
We formed focus groups to gain insight and obtain feedback from front-
line employees about their perceptions of and experiences with training, as
well as the accessibility of standards while performing on-the-job tasks.
The developed curriculum will incorporate end-to-end training of

Columbia’s field technology, such as mobile data terminal units and work
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management systems, to technical training for operator qualifications.
This end-to-end training will educate employees on every aspect of the job
and its importance, from physical work performed to its accurate
documentation. This facility will replace the Jeanette, Pennsylvania facility
that was severely damaged in a tornado in March of 2011. As I noted
above, the new facility will open in mid-2016.
With the current and anticipated entry of new employees to the workforce,
Columbia has also made adjustments to the span of control for frontline
leaders. Historically, higher spans of control were manageable because of
low turnover and a high level of workforce experience and tenure. The
increased number of new employees entering the workforce requires
frontline leaders to spend additional time providing guidance and
supervision. To achieve an effective span of control, Columbia will
continue to add Front Line Leader positions.
As mentioned previously in my testimony, damage prevention continues
to be a focus in reducing ongoing system risk. Columbia has made
significant progress in reducing facility damage rates. In 2007 damages
per thousand locates were at 5.39. Damages in 2015 were reduced to 2.41
damages per thousand locates. Efforts to improve locator performance and
improved techniques for finding difficult to locate facilities have proven

effective. However, overall damage prevention rates, while improved from
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historical levels, have plateaued over the last three years. As I stated

earlier in my testimony, contractor negligence remains the highest cause

of damages to our system and has increased from 47% of total damages in

2010, to nearly 54% of total damages in 2015. In an effort to further

reduce damages in this area Columbia has added four damage prevention

coordinators to expand contractor outreach efforts. With the addition of

the damage prevention coordinators, Columbia experienced a downward
trend in Contractor negligence for 2015.

e During the winter of 2014-2015, failures were experienced with field
assembled risers and have been identified as a DIMP risk. Columbia is
developing a program to address the risk of field assembled riser failures.
The program will included a survey of customer-owned and company-
owned service lines to identify and quantify field assembled risers in use.
Columbia will use the collected data to further asses DIMP risk and
prioritize efforts. Columbia has begun replacing field assembled risers
identified on company-owned service lines.

The pipeline safety DIMP Plan accelerated action enhancement items identified
above, in conjunction with the Company’s ongoing bare steel, cast iron, and
wrought iron accelerated replacement program, are designed to address the key
risks identified in Columbia’s DIMP Plan, and continue to reduce the inherent

pipeline safety risks in Columbia’s operating system.
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Are there any additional details demonstrating the improvement of

Columbia’s system operations?

Some of the results from DIMP driven practice enhancements or procedural

changes, which improve Columbia’s system include:

Columbia reduced the number of open Type-2 leaks in the Columbia
distribution system as measured by the annual Federal DOT report. It is
worth noting that corrosion on bare steel is identified as a high level DIMP
Plan risk in the Columbia system, and that roughly 75% of Type-2 leaks in
the system are caused by corrosion on bare steel. Further, this is a significant
undertaking in assuring safe and reliable service to customers, as the greater
the number of leaks in a system and the longer they are left unattended, the
greater the potential risk of gas migrating into a structure or other
underground facility. The result of this focused effort was that at the end of
2007 (the first full year of Columbia’s annual system wide bare steel survey),
Columbia reported a total of 3,755 open Type-2 leaks in its Distribution
System. As of December 31, 2015, Columbia had reduced that number to 950
open Type-2 leaks, which equates to a nearly 75% reduction in open Type-2
leaks over the last eight years. In addition, as indicated in our DIMP Plan,
Columbia intends to continue initiatives to accelerate its Type-2 leak repairs

in order to further reduce the number of open Type-2 leaks.
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¢ Columbia improved its locating performance as measured by third-party

damage per thousand locates. This operational safety metric is particularly
critical, as third-party damage is the leading cause of federally reportable
pipeline incidents (e.g. Death, Injury requiring hospitalization, or Property
Damage over $50,000) in the United States. In addition, failure to locate
facilities is a high level risk identified in Columbia’s DIMP Plan. Since 2006,
Columbia has undertaken a comprehensive process designed to improve
locating performance and reduce third-party damage to Company facilities.
This process includes tighter management and more stringent performance
standards for locators, and resulted in a pilot program initiated in 2009 to
bring the locating function back in-house for two large operating centers in
Pennsylvania. In early 2012, Columbia decided to bring all locating back in-
house. The Company made this decision because the data from the pilot
program consistently showed that in-house locators delivered better third-
party damage results than those of any of the contract locators who
performed this work for Columbia. Combined with improved techniques to
locate difficult to locate facilities, locator error has significantly improved
over time. Locator error in 2010, as a percent of damages, was 16.62%
compared to the 2015 performance of 11%.

Columbia continues to routinely conduct face-to-face meetings with

excavators who are frequent damagers and has added resources to accelerate
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this activity. Damage prevention coordinators educate contractor employees

in safe excavating practices and the coordinators remind contractors of the

potential consequences of damaging natural gas facilities. These efforts have

resulted in a 44.7% reduction in third-party damage on the Columbia system

between 2007 and 2015, from a damage per thousand (locate requests) rate

of 5.39 in 2007 to a damage per thousand rate of 2.41 through December 31,
2015.

e Columbia began a cross bore program in September of 2013, as a result of
identifying cross bores as a potential risk in its DIMP plan. Working with
local municipalities, Columbia inspected over 122 miles of sanitary and
sewer mains, and 9,991 customer laterals since 2013. During this inspection,
185 cross bores were identified, with 120 of those involving Columbia’s
system. Each of the identified cross bores was replaced. Given program
results, cross bores have moved from a potential risk to a high risk in
Columbia’s DIMP plan. The cross bore program is an example of how DIMP

is used to identify and mitigate system risk.

Columbia’s Operating Performance

In addition to Columbia’s intense focus on pipeline safety, what are
some of the practice enhancements or procedural changes regarding
operating performance that are specific to customer delivery

performance?
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A Columbia initiated the following customer service delivery improvements over the

last five years:

Columbia recently initiated a number of customer service improvement
efforts. These efforts include piloting a two hour appointment window,
implementing a customer ambassador program, and an increased focus on
customer communications. Columbia’s efforts, combined with improved
customer service options resulted in a more positive customer experience.
In 2015, Columbia received an award from JD Power for ranking first in
customer satisfaction among all midsize utilities in the east region. This
award reflects customer recognition of the system improvements made on
their behalf.

o Columbia implemented 60-minute or less Emergency Response
Rates. Emergency response rates are integral to public safety. The sooner
the first Columbia responder arrives at a possible emergency, the quicker the
situation can be stabilized, made safe, and ultimately remediated. Since
2006, Columbia has implemented a very structured approach to improving
its emergency response times, including the addition of field operations
positions, additional off hours shifts, the use of GPS technology to enable
dispatching the closest/quickest responder to emergencies, and instructing
all employees to focus on responding to reported emergencies as quickly and

as safely as possible. In addition, Columbia continues to make
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enhancements in an effort to keep emergency response rates down. Starting
in 2011, Columbia implemented an automated crew call out and resource
management system to call the service technician located closest to an issue
that requires a response after hours. Columbia also negotiated additional
language to our labor contracts which requires a service technician to be on
Emergency Responder Rotation so that we have an initial responder
available 24 hours a day, 365 days a year. The results of these focused efforts

have resulted in improved performance. A comparison of the data showing

the 60-minute or less response rates from 2007 to 2015 is as follows:

2006 2015
» Normal Hours 98.13% 99.64%
» After Hours 92.34% 97.42%

» Weekends & Holidays 88.09% 97.24%

» Total Performance 97.00% 98.53%
Columbia achieved an increase in the number of Columbia’s on-time
customer appointments, as measured by the overall annual percentage of
on-time appointments met. As more and more customers need to take time
off from work to provide access to their homes for routine meter turn-on,
turn-off, and other service related activities, it is incumbent upon the
Company to be as efficient as possible with the customers’ time. Therefore,

in 2007, Columbia began to focus specific attention on improving its
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percentage of on-time appointments. It did so by tasking the Integration
Center (Columbia’s Centralized Scheduling and Dispatch Center) with
improving field employees’ daily schedules to align more closely with the
needs of customer appointments, and to shift non-emergency work, when
possible, to meet appointments that, for a variety of reasons, might
otherwise be missed. As a result of these efforts, Columbia has been able to
improve its on-time appointment rates from 97% in 2007, to a rate of
98.23% in 2015.
Please describe the Company’s reduction in OSHA recordable injuries.
Columbia continues to enhance its culture of safety for customers, communities,
and employees. Employee safety has significantly improved and has achieved top
decile performance in OSHA Recordable Injuries, as measured by AGA
benchmarking, for the second year. For comparison, at the end of 2006, Columbia
had 48 Occupational Safety and Health Administration (“OSHA”) recordable
injuries, and in 2015 that number was only 15 OSHA recordable injuries. Columbia
has previously received industry awards from both the American Gas Association
and the Energy Association of Pennsylvania in recognition of its industry leading
performance. Our goal is for every employee to go home safe and healthy every day.
Columbia achieved this performance through multiple, cultural building efforts,

such as:



s W

9]

10
1
12
13
14
15
16
17
18
19
20

21

W. Soyster

Statement No. 7

Page 47 of 48

¢ In 2014, Columbia implemented Safety Telematics across its operations.

This program provides real time feedback to drivers on their driving

performance. It also provides detailed reporting to enable analysis of driving
trends and habits providing actionable information to improve driver safety.

¢ Columbia created local and state-wide safety teams made up of engaged

front line workers, leaders, and managers. These teams make

recommendations on, and implement, safety improvement opportunities.

e Columbia undertakes a root cause analysis of every OSHA recordable injury
and preventable vehicle accident that involves a Columbia employee. Near
miss discussions are also conducted.

¢ Columbia delivers safety training to all employees. This training spans skills
from driving maneuverability to office ergonomics.

e Columbia conducts an employee safety audit program in which leaders
perform safety audits on field activities, and provide feedback to employees’
on their safety performance.

¢ Columbia employees evaluate the hazards at each jobsite prior to beginning
work and complete a safety check list which is reviewed with each employee.

Regarding Columbia’s operating performance, does the Company meet
or exceed state and federal requirements for leak surveying?
Yes, in 2007, Columbia began an accelerated leakage survey program to inspect all

bare steel mains annually, instead of the three-year interval which is required in the
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leakage survey requirements of CFR 49, Part 192. As a result, Columbia routinely

exceeds the requirements of existing Federal Regulations, which provides the

Company the ability to discover system leakage on a more timely basis than if it
were only meeting the minimum federal standards.

Does this conclude your direct testimony?

Yes, it does.
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GLOSSARY OF ACRONYMS AND DEFINED TERMS

ACRONYM DEFINED TERM

AFUDC Allowance for Funds Used During Construction

B Beta

b Represents the retention rate that consists of the fraction of
earnings that are not paid out as dividends

bxr Represents internal growth

CAPM Capital Asset Pricing Model

CCR Corporate Credit Rating

CE Comparable Earnings

CPA Columbia Gas of Pennsylvania, Inc.

DCF Discounted Cash Flow

FOMC Federal Open Market Committee

FFRY Fully Forecasted Rate Year

9 Growth rate

IGF Internally Generated Funds

LDC Local Distribution Companies

Lev Leverage modification

LIBOR London Interbank Offered Rate

LT Long Term

M&M Modigliani & Miller

P-E Price-earnings

PPUC Pennsylvania Public Utility Commission

PUHCA Public Utility Holding Company Act of 2005

r Represents the expected rate of return on common equity

Rf Risk-free rate of return

Rm Market risk premium

RP Risk Premium

s Represents the new common shares expected to be issued by a

firm

SBBI

Stocks, Bonds, Bills and Inflation




GLOSSARY OF ACRONYMS AND DEFINED TERMS

ACRONYM DEFINED TERM
SXV Represents external growth
S&P Standard & Poor’s
v Represents the value that accrues to existing shareholders from
selling stock at a price different from book value
WNA Weather Normalization Adjustment Mechanism
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INTRODUCTION AND SUMMARY OF RECOMMENDATIONS

Please state your name, occupation and business address.

My name is Paul Ronald Moul. My business address is 251 Hopkins Road,
Haddonfield, New Jersey 08033-3062. | am Managing Consultant at the firm P. Moul
& Associates, an independent financial and regulatory consulting firm. My
educational background, business experience and qualifications are provided in
Appendix A, which follows my direct testimony.

What is the purpose of your direct testimony?

My testimony presents evidence, analysis, and a recommendation concerning the
appropriate cost of common equity and overall rate of return that the Pennsylvania
Public Utility Commission (“PPUC” or the “Commission”) should recognize in the
determination of the revenues that Columbia Gas of Pennsylvania, Inc. ("CPA" or the
"Company”) should realize as a result of this proceeding. My analysis and
recommendation are supported by the detailed financial data contained in Exhibit No.
400, which is a multi-page document divided into fourteen (14) schedules.

Based upon your analysis, what is your conclusion concerning the appropriate
rate of return for the Company in this case?

Based upon my analysis of the Company and the superior performance of its
management, as described in the testimony of Mr. Mark Kempic, President of the
Company (Columbia Statement No. 1), it is my opinion that the rate of return on
common equity should be set at 11.00%. As shown on page 1 of Schedule 1, | have
presented the weighted average cost of capital for the Company, which is calculated
with the December 31, 2017 Fully Forecasted Rate Year (“FFRY”). The Company’s

proposed rate of return is shown below:
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Cost Weighted

Type of Capital Ratios Rate Cost Rate
Long-Term Debt 43.91% 5.26% 2.31%
Short-Term Debt 3.78% 2.33% 0.09%

Total Debt 47.69% o . 2.40%
Common Equity U 52.31% 11.00%. 5.75%

Total - 100.00% 8.15%

The resulting overall cost of capital, which is the product of weighting the individual
capital costs by the proportion of each respective type of capital, should establish a
compensatory level of return for the use of capital and, if achieved, will provide the
Company with the ability to attract capital on reasonable terms.

What background information have you considered in reaching a conclusion
concerning the Company’s cost of capital?

The Company is a wholly-owned subsidiary of NiSource Gas Distribution Group,
which is a wholly-owned subsidiary of NiSource Inc. (“NiSource”). NiSource is a
holding company under the Public Utility Holding Company Act of 2005 (“PUHCA")
and also owns Northern Indiana Public Service Company (a combination gas and
electric utility), Bay State Gas Company, d/b/a Columbia Gas of Massachusetts, and
other energy investments.

The Company provides natural gas distribution service to approximately
422,000 customers located in south-central and western Pennsylvania. Throughput
to its customers for the twelve-months ended December 31, 2014 was represented
by approximately 43% to sales customers and approximately 57% to transportation
customers. CPA obtains its gas supplies from producers and marketers and has
transportation arrangements through connections with six interstate pipelines. The

Company has storage arrangements with three suppliers to supplement flowing gas.
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How have you determined the cost of common equity in this case?

The cost of common equity is established using capital market and financial data
relied upon by investors to assess the relative risk, and hence the cost of equity, for
a gas distribution utility, such as the Company. In this regard, | have considered four
(4) well-recognized models. These methods include: the Discounted Cash Flow
(“DCF”) model, the Risk Premium (“RP") analysis, the Capital Asset Pricing Model
(“CAPM”), and the Comparable Earnings (“CE") approach. The results of a variety of
approaches indicate that the Company’s rate of return on common equity is 11.00%.

In your opinion, what factors should the Commission consider when
determining the Company’s cost of capital in this proceeding?

The Commission’s rate of return allowance must be set to cover the Company’s
interest and dividend payments, provide a reasonable level of earnings retention,
produce an adequate level of internally generated funds to meet capital
requirements, be commensurate with the risk to which the Company’s capital is
exposed, assure confidence in the financial integrity of the Company, support
reasonable credit quality, and allow the Company to raise capital on reasonable
terms. The return that | propose fulfills these established standards of a fair rate of
return set forth by the landmark Bluefield and Hope cases."  That is to say, my
proposed rate of return is commensurate with returns available on investments
having corresponding risks.

How have you measured the cost of equity in this case?

The models that | used to measure the cost of common equity for the Company were

applied with market and financial data developed from a group of eight (8) gas

'Bluefield Water Works & Improvement Co. v. P.S.C. of West Virginia, 262 U.S. 679 (1923)

and F.P.C. v. Hope Natural Gas Co., 320 U.S. 591 (1944).
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companies. The companies are identified on page 2 of Schedule 3. | will refer to
these companies as the “Gas Group” throughout my testimony.

Please explain the selection process used to assemble the Gas Group?

| began with all of the gas utilities contained in The Value Line Investment Survey,
which consists of twelve companies. Value Line is an investment advisory service
that is a widely used source in public utility rate cases. Through the application of
my screening process, | eliminated four companies. Two companies were eliminated
because they are the targets of acquisitions. Two others were also removed. The
individual eliminations were: AGL Resources due to the announced acquisition of it
by Southern Company, NiSource Inc. due to its sizable electric operations and recent
separation of the former natural gas pipeline/storage operations, Piedmont Natural
Gas due to the announced acquisition of it by Duke Energy Corp., and UGI Corp.
due to its diversified businesses consisting of six reportable segments, including
propane, two international LPG segments, natural gas utility, energy services, and
electric generation. The eliminations were attributed to operational differences and
diversification, as identified in page 2 of Schedule 3. The remaining eight companies
are included in my Gas Group.

How have you performed your cost of equity analysis with the market data for
the Gas Group?

| have applied the models/methods for estimating the cost of equity using the
average data for the Gas Group. | have not measured separately the cost of equity
for the individual companies within the Gas Group, because the determination of the
cost of equity for an individual company can be problematic. The use of group
average data will reduce the effect of potentially anomalous results for an individual
company if a company-by-company approach were utilized.

Please summarize your cost of equity analysis.
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My cost of equity determination was derived from the results of the methods/models
identified above. In general, the use of more than one method provides a superior
foundation to arrive at the cost of equity. At any point in time, a single method can
provide an incomplete measure of the cost of equity. The specific application of
these methods/models will be described later in my testimony. The following table

provides a summary of the indicated costs of equity using each of these approaches.

DCF 10.79%
Risk Premium 11.90%
CAPM 11.16%

Comparable Earnings 12.80%

As | will discuss later, CPA has more risk than the Gas Group attributed to its weaker
credit quality, its smaller size, and other factors. To the extent that these higher risk
factors can be quantified, they are reflected in the results shown above. From these
measures, | recommend a cost of equity of 11.00% with recognition of the exemplary
performance of the Company's management. Mr. Kempic has shown that the
Company ranks high in customer service and management efficiency. In recognition
of its outstanding performance, the Company should be granted an opportunity to
earn an 11.00% rate of return on common equity. The 11.00% rate of return on
common equity, which includes 25 basis points for recognition of the exemplary
performance of the Company’s management, is well with the range of the market-
based measures (i.e., DCF, RP and CAPM) of the cost of equity that range from
10.79% to 11.90% (the results of the Comparable Earnings method is higher). To
obtain new capital and retain existing capital, the rate of return on common equity

must be high enough to satisfy investors’ requirements.
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NATURAL GAS RISK FACTORS

What factors currently affect the business risk of natural gas utilities?

Gas utilities face risks arising from competition, economic regulation, the business
cycle, and customer usage patterns. Today, they operate in a more complex
environment with time frames for decision-making considerably shortened. Their
business profile is influenced by market-oriented pricing for the commodity
distributed to customers and open access for the transportation of natural gas for
customers.

Natural gas utilities have focused increased attention on safety and reliability
issues and on conservation. In order to address these issues and to comply with
new and pending pipeline safety regulations, natural gas companies are now
allocating more of their resources to addressing aging infrastructure issues. The
testimony of Mr. Kempic and other Company witnesses discuss the investments that
the Company will make to address these issues.

The Company also faces a series of risks that impact its cost of equity. In the
western area of Pennsylvania, the Company operates in a unique situation with
overlapping service territories, which enable other gas utilities to compete with one
another for customers. Further, there are six interstate pipelines that traverse the
Company’s service territory. This situation exposes the Company to bypass for
certain large volume customers. Finally, the existence of local gas production
provides a bypass threat to the Company. This situation will only become more
intense with increasing production from the Marcellus Shale formation. In addition,
with the consolidation of several formerly competing LDCs in western Pennsylvania,
CPA could potentially face additional threats from the stronger LDC competitor that

remains. Overall, the Company’s risk of competition is considerably higher than that
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faced by many LDCs, including the members of the Gas Group that | used to
measure the Company’s cost of equity.

Are there other features of the Company’s business that should be considered
when assessing the Company’s risk?

Yes. Most of the Company’s residential and commercial customers use natural gas
for space heating purposes. This indicates that a large proportion of the Company’s
residential and commercial customers present a low load factor profile and their
energy demands are significantly influenced by temperature conditions, over which
the Company has absolutely no control. To deal with this issue, CPA has a weather
normalization adjustment mechanism (“WNA”) as part of its tariff. The WNA is
applicable only to residential customers, and has a 5% deadband. This means that
the Company’s revenues continue to be subject to variation due to weather, albeit
less than formerly. | am advised that in the first year of operation, the Company
refunded approximately $9.36 million to customers under the WNA. In the second
year, the Company refunded approximately $10.98 million to customers under the
WNA. In total, the Company has refunded over $20 million to customers under its
WNA pilot program. This tariff provision will function as a pilot program that
continues until the conclusion of Columbia’s next base rate case following this rate
case.

Does your cost of equity analysis and recommendation take into account the
WNA rate design that the Company is using?

Yes. The Company operates with a WNA tariff provision on a pilot basis. All but two
companies in my Gas Group have some form of WNA mechanism. Even these two
companies have or are proposing to adopt mechanisms that account for the effect of
weather. In the case of Laclede Gas, it has a weather mitigated rate design that

recovers its fixed costs more evenly during the heating season. In the case of
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Chesapeake, it is currently seeking to implement a decoupling mechanism in the
Delaware division tariff. Therefore, the market prices of the companies in my Gas
Group reflect the expectations of investors that these companies’ revenues are
stabilized to some extent by a WNA mechanism. Therefore, my analysis reflects the
impacts of WNA on investor expectations through the use of market-determined
models. If the Company is unable to continue with its WNA rate design beyond
2016, its risk will increase above that of the Gas Group that serves as a basis to
measure the Company’s cost of equity, i.e., the Gas Group’s cost of equity will then
understate the return that is appropriate for the Company.

Are you aware that there is a DSIC available to natural gas and electric utilities
in Pennsylvania, and does the DSIC affect the Company’s cost of capital?

| am aware that the Company had utilized the DSIC for a short period of time in the
past, and that Columbia is seeking an increase in the DSIC rate cap in order to make
the DSIC a viable option in the future. The cost of capital for CPA, however, is not
be affected by the DSIC. 1 say this because most of the proxy group companies (i.e.,
five of eight companies) whose data has been used to develop the cost of equity for
CPA in this proceeding have a DSIC or similar infrastructure rehabilitation
mechanisms. Indeed, Atmos Energy, Laclede Group, New Jersey Resources,
Northwest Natural Gas, and South Jersey Industries make use of a DSIC or similar
infrastructure rehabilitation mechanisms. Hence, whatever the benefit of a DSIC, or
other regulatory mechanisms, that impact is already reflected in the market evidence
of the cost of equity for the proxy group.

How does the Company’s throughput to large volume users or those with
competitive alternatives affect its risk profile?

The Company’'s risk profile is influenced by natural gas delivered to its large

industrial and commercial customers and those customers with competitive
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alternatives, as demonstrated by the fact that gas throughput to the Company’s 158
major account customers represents approximately 29% of the Company’s total
throughput.  In addition, the ten largest customers by volume represent
approximately 9.4 million Dth of throughput during the twelve months ended
November 30, 2015. Generally speaking, there are four primary threats to
throughput to the Company’s largest volume users. First, the Company can and has
experienced attrition in this large customer group. Second, the Company’s largest
customers, which have traditionally used transportation service, have the ability to
bypass the Company’'s system to other gas supply sources such as interstate
pipelines, other local distribution companies, or nonregulated pipeline contractors
providing access to local supplies. In this regard, the Company has identified 17.5
million Dth per year of customer throughput that is susceptible to such bypass. Of
course the number that CPA has identified is only a subset of the total load at risk
since it is almost certain that the Company has not identified all customers who have
competitive alternatives. Third, in addition to the bypass threat, a material portion of
the large customer throughput can be exposed to fuel switching to coal, oil, propane,
or other energy sources depending on the fluctuating costs of these different fuels in
comparison with natural gas. Finally, in its effort to retain load, the Company is
vuinerable to the impacts of business cycles, competition within its customers’
industries, and other external factors that can result in shifts of production to
customer facilities that are not served by the Company. All of these risks put fixed
cost recovery for this class of customers at risk.

Please indicate how the Company’s construction program affects its risk
profile.

The Company is faced with the requirement to undertake investments to maintain

and upgrade existing facilities in its service territory. To maintain safe and reliable
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service to existing customers, the Company must invest to upgrade its infrastructure.
The rehabilitation of the Company’s infrastructure represents capital expenditures
that do not increase the Company’s customer base. Although the Company has
made significant strides in reducing its percentage of cast iron and unprotected steel
pipe, these facilities still represent 1,631.9 miles (or approximately 22%) of its
distribution mains as of year-end 2014. The Company also has 56,766 (or
approximately 13%) of its services constructed of unprotected steel. For the future,

the Company expects its net capital expenditures to be:

Capital
Year Expenditures
2016 $ 223,539
2017 $ 264,526
2018 $ 266,051 .
2019 $ 259,857
2020 $ 207,109
Total $ 1,221,082

The Company's total capital expenditures over the next five years will represent
approximately 84% ($1,221,082 + $1,450,365) of the net utility plant in service at
December 31, 2015.

How should the Commission respond to the issues facing the natural gas
utilities and in particular CPA?

The Commission should recognize and take into account the need to replace
infrastructure and the competitive environment in the natural gas business in
determining the cost of capital for the Company, and provide a reasonable
opportunity for the Company to actually achieve its cost of capital. A fair rate of
return also represents a key to a financial profile that will provide the Company with

the ability to raise the significant amount of capital necessary to meet its capital
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needs on reasonable terms. The Company has been proactive in dealing with its
capital requirements for infrastructure needs by not making any dividend payments
for 2014 and 2015. By foregoing dividend payments, the Company is committed to
reinvestment in Pennsylvania. The Commission should recognize and reward this

commitment with a reasonable return on equity.

FUNDAMENTAL RISK ANALYSIS

Is it necessary to conduct a fundamental risk analysis to provide a framework
for a determination of a utility’s cost of equity?

Yes, it is. It is necessary to establish a company’s relative risk position within its
industry through a fundamental analysis of various quantitative and qualitative
factors that bear upon investors’ assessment of overall risk. The qualitative factors
that bear upon Company risk have already been discussed previously. The
quantitative risk analysis follows. The items that influence investors’ evaluation of
risk and their required returns were described above. For this purpose, | compared
the Company to the S&P Public Utilities, an industry-wide proxy consisting of various
regulated businesses, and to the Gas Group.

What are the components of the S&P Public Utilities?

The S&P Public Utilities is a widely recognized index that is comprised of electric
power and natural gas companies. These companies are identified on page 3 of
Schedule 4.

What companies comprise the gas group?

My Gas Group consists of the following companies: Atmos Energy Corp.,
Chesapeake Utilities Corporation, Laclede Group, Inc., New Jersey Resources
Corp., Northwest Natural Gas Co., South Jersey Industries, Inc., Southwest Gas

Corporation, and WGL Holdings, Inc.
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Is knowledge of a utility’'s bond rating an important factor in assessing its risk
and cost of capital?

Yes. Knowledge of a company’s credit quality rating is important because the cost of
each type of capital is directly related to the associated risk of the firm. So while a
company's credit quality risk is shown directly by the rating and yield on its bonds,
these relative risk assessments also bear upon the cost of equity. This is because a
firm's cost of equity is represented by its borrowing cost plus compensation to
recognize the higher risk of an equity investment compared to debt.

How do the credit quality ratings compare for the Company, the Gas Group,
and the S&P Public Utilities?

The Company obtains its external capital not funded by internal sources from
NiSource Finance Corp. Presently, the NiSource credit quality ratings are Baa2 from
Moody’s Investors Service (“Moody’s”) and BBB+ from Standard & Poor's
Corporation (“S&P”). These ratings for NiSource represent the Long Term (“LT”")
issuer rating by Moody’s and the corporate credit rating (“‘CCR") designation by S&P,
which focuses upon the credit quality of the issuer of the debt rather than upon the
debt obligation itself.

For the Gas Group, the average LT issuer rating is A2 by Moody’s and the
average CCR is A- by S&P, as displayed on page 2 of Schedule 3. For the S&P
Public Utilities, the average credit quality rating is A3 by Moody’s and BBB+ by S&P,
as displayed on page 3 of Schedule 4. Many of the financial indicators that | will
subsequently discuss are considered during the rating process.

How do the financial data compare for the Company, the Gas Group, and the

S&P Public Utilities?
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The broad categories of financial data that | will discuss are shown on Schedules 2,
3, and 4. The data cover the five-year period 2010-2014. The important categories
of relative risk may be summarized as follows:

Size. In terms of capitalization, the Company is smaller than the average
size of the Gas Group, and smaller still than the average size of the S&P Public
Utilities. All other things being equal, a smaller company is riskier than a larger
company because a given change in revenue and expense has a proportionately
greater impact on a small firm. As | will demonstrate later, the size of a firm can
impact its cost of equity.

Market Ratios. Market-based financial ratios, such as earnings/price ratios
and dividend yields, provide a partial measure of the investor-required cost of equity.
If all other factors are equal, investors will require a higher rate of return for
companies that exhibit greater risk, in order to compensate for that risk. That is to
say, a firm that investors perceive to have higher risks will experience a lower price
per share in relation to expected earnings.?

There are no market ratios available for the Company because its stock is
owned by NiSource. The five-year average price-earnings multiple was similar for
the Gas Group and to the S&P Public Utilities. The five-year average dividend yield
was lower for the Gas Group as compared to the S&P Public Utilities. The five-year
average market-to-book ratio was somewhat higher for the Gas Group as compared
to the S&P Public Utilities.

Common_ Equity Ratio. The level of financial risk is measured by the

proportion of long-term debt and other senior capital that is contained in a company’s

For example, two otherwise similarly situated firms each reporting $1.00 in earnings per

share would have different market prices at varying levels of risk (i.e., the firm with a higher leve! of
risk will have a lower share value, while the firm with a lower risk profile will have a higher share
value).
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capitalization. Financial risk is also analyzed by comparing common equity ratios
(the complement of the ratio of debt and other senior capital). That is to say, a firm
with a high common equity ratio has lower financial risk, while a firm with a low
common equity ratio has higher financial risk. The five-year average common equity
ratios, based on permanent capital, were 55.8% for CPA, 57.6% for the Gas Group,
and 45.3% for the S&P Public Utilities. The common equity ratios were similar for
CPA and the Gas Group, thereby indicating similar financial risk.

Return on Book Equity. Greater variability (i.e., uncertainty) of a firm's
earned returns signifies relatively greater levels of risk, as shown by the coefficient of
variation (standard deviation + mean) of the rate of return on book common equity.
The higher the coefficients of variation, the greater degree of variability. For the five-
year period, the coefficients of variation were 0.111 (1.4% + 12.6%) for the
Company, 0.058 (0.6% + 10.4%) for the Gas Group, and 0.102 (1.0% + 9.8%) for the
S&P Public Utilities. The variability of the Company’s rates of return was higher than
the Gas Group and the S&P Public Utilities, thereby signifying higher risk for the
Company.

Operating Ratios. | have also compared operating ratios (the percentage of
revenues consumed by operating expense, depreciation, and taxes other than
income).® The five-year average operating ratios were 84.6% for the Company,
88.3% for the Gas Group, and 81.3% for the S&P Public Utilities. The Company's
operating ratios were somewhat lower than the Gas Group, thereby indicating lower
risk.

Coverage. The level of fixed charge coverage (i.e., the muiltiple by which

available earnings cover fixed charges, such as interest expense) provides an

*The complement of the operating ratio is the operating margin which provides a measure of

profitability. The higher the operating ratio, the lower the operating margin.
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indication of the earnings protection for creditors. Higher levels of coverage, and
hence earnings protection for fixed charges, are usually associated with superior
grades of creditworthiness.  Excluding Allowance for Funds Used During
Construction (“AFUDC”), the five-year average pre-tax interest coverage was 3.85
times for the Company, 4.90 times for the Gas Group, and 3.19 times for the S&P
Public Utilities. The average interest coverages were highest for the Gas Group,
followed by CPA and the S&P Public Utilities. As compared to the Gas Group, the
Company has higher credit risk.

Quality of Earnings. Measures of earnings quality usually are revealed by the
percentage of AFUDC related to income available for common equity, the effective
income tax rate, and other cost deferrals. These measures of earnings quality
usually influence a firm's internally generated funds because poor quality of earnings
would not generate high levels of cash flow. Quality of earnings has not been a
significant concern for the Company, the Gas Group and the S&P Public Utilities.

Internally Generated Funds. Internally generated funds (“IGF”) provide an

important source of new investment capital for a utility and represent a key measure
of credit strength. Historically, the five-year average percentage of IGF to capital
expenditures was 60.1% for the Company, 90.0% for the Gas Group and 87.5% for
the S&P Public Utilities. The Company’s average IGF to construction percentage
has lagged that of the Gas Group, thereby signifying higher risk created by the
greater need to raise capital externally. Had the Company paid dividends in recent
years, its IGF would have been even weaker.

Betas. The financial data that | have been discussing relate primarily to
company-specific risks. Market risk for firms with publicly-traded stock is measured

by beta coefficients. Beta coefficients attempt to identify systematic risk, i.e., the risk
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associated with changes in the overall market for common equities.* Value Line
publishes such a statistical measure of a stock’s relative historical volatility to the rest
of the market. A comparison of market risk is shown by the Value Line beta of 0.74
as the average for the Gas Group (see page 2 of Schedule 3) and 0.77 as the
average for the S&P Public Utilities (see page 3 of Schedule 4).
Q. Please summarize your risk evaluation.

In several aspects, principally related to its smaller size, its more variable equity
returns, its lower interest coverage, its lower IGF to construction, competition
pressures, and new capital needs to fund construction, CPA’s risk is higher than the
Gas Group. The bond rating of NiSource, the Company’s ultimate parent, is below
that of the Gas Group, which indicates higher credit quality risk. Its common equity
ratio and quality of earnings has been fairly similar to the Gas Group. CPA’s
operating ratio has been lower revealing less risk. On balance, the cost of equity
measured with the Gas Group data will provide an understatement of the Company’s

cost of equity.

CAPITAL STRUCTURE RATIOS

Q. Please explain the selection of capital structure ratios for CPA.

A. In this case, the capital structure ratios of CPA have been proposed to calculate the

rate of return. | will show that the Company's capital structure ratios proposed in this
case are reasonable. Furthermore, consistency requires that the embedded cost

rate of the Company’s senior securities also be employed.

‘Beta is a relative measure of the historical sensitivity of the stock's price to overall
fluctuations in the New York Stock Exchange Composite Index. The “Beta coefficient” is derived
from a regression analysis of the relationship between weekly percentage changes in the price of a
stock and weekly percentage changes in the NYSE Index over a period of five years. The betas are
adjusted for their long-term tendency to converge toward 1.00. A common stock that has a beta less
than 1.0 is considered to have less systematic risk than the market as a whole and would be
expected to rise and fall more slowly than the rest of the market. A stock with a beta above 1.0 would
have more systematic risk.
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Does Schedule 5 provide the Company’s capitalization and capital structure
ratios?

Yes. Schedule 5 presents the Company's capitalization and related capital structure
ratios. The November 30, 2015 capitalization corresponds with the end of the
historic test year in this case. The November 30, 2016 capital structure is estimated
at the end of the future test year, and the December 31, 2017 capital structure is
estimated at the end of the fully forecasted rate year. Prior to the end of the fully
forecasted rate year, the Company plans to issue $130 million of new long-term debt,
a portion of which will be used to redeem at maturity $18.525 million of long-term
debt. Of these amounts, $45 million will be issued in March 2016. The maturity will
occur in November 2016. An additional new debt issue will occur in January 2017.
Pursuant to Paragraph 26 of the approved settiement in Columbia’s 2014 base rate
case (Docket No. R-2014-2406274), | am including, as Exhibit PRM-1 to my
testimony, the methodology used for the pricing of the Company’'s most recent debt
issue in September 2015. Supporting data includes the Treasury Yield as reported
in the Federal Reserve Statistical Release, H. 15 Selected Interest Rates and the
yield spread as reported by Bloomberg. Exhibit PRM-1 describes the new procedure
that was adopted for the pricing of this issue and for debt issuances going forward
that was caused by a change in the availability of certain interest rate data.

How do the capital structure ratios compare for CPA and the Gas Group?

I have verified the reasonableness of the Company's common equity ratio by
considering the historical comparison to the Gas Group. For the historical
comparison, the Gas Group had a 54.9% common equity ratio at year-end 2014
calculated without short-term debt. Over the past five years, the average common
equity ratio for the Gas Group has been 54.9% to 59.1%. My comparison of these

ratios rests on a calculation without short-term debt because the Company uses a
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twelve-month average for ratesetting purposes, while the GAAP financial reports for
the Gas Group use fiscal year-end balances of short-term debt. For the Company, its
FFRY common equity ratio is 54.4% ($745,229,000 + $1,370,744,000) computed
without short-term debt, thereby indicating that the Company’s common equity ratio
is reasonable.

What capital structure ratios do you recommend be adopted for rate of return
purposes in this proceeding?

Since ratesetting is prospective, the rate of return should, at a minimum, reflect
known or reasonably foreseeable changes which will occur during the course of the
fully forecasted rate year. As a result, | will adopt the Company's fully forecast rate
year capital structure ratios of 43.91% long-term debt, 3.78% short-term debt, and
52.31% common equity at December 31, 2017. For short-term debt, | have used a
twelve-month average for the fully forecasted rate year. These capital structure
ratios are the best approximation of the mix of capital the Company will employ to

finance its rate base during the period new rates are in effect.

COSTS OF SENIOR CAPITAL

What cost rate have you assigned to the debt portion of CPA’s capital
structure?

The determination of the long-term debt cost rate is essentially an arithmetic
exercise. This is due to the fact that the Company has contracted for the use of this
capital for a specific period of time at a specified cost rate. As shown on page 1 of
Schedule 6, | have computed the actual embedded cost rate of debt at November
30, 2015. On page 2 of Schedule 6, | have shown the estimated embedded cost rate
of debt at November 30, 2016. And on page 3 of Schedule 6, the embedded cost of

debt is shown at December 31, 2017. For the new issues of long-term debt, | have
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used a cost of 4.53% for the issue in March 2016 and 4.58% for the issue in January
2017. These rates compare to the 4.505% that the Company paid to obtain debt in
September 2015.

I will adopt the 5.26% embedded cost of long-term debt at December 31,
2017, as shown on page 3 of Schedule 6. This rate is related to the amount of long-
term debt shown on Schedule 5 which provides the basis for the 43.91% long-term
debt ratio.
What cost rate have you assigned to the short-term debt?
I have used a cost of short-term debt of 2.33%, which represents the Company’s
estimate for the fully forecast rate year. The Company obtains its short-term debt
from the NiSource money pool, which has a credit facility with a syndicate of banks.
The interest rate is established as the one-month LIBOR plus 107.5 basis points.
Hence, the Company'’s estimate is comprised of the 1.255% LIBOR plus the spread,
i.e., 1.255% + 1.075% = 2.330%.
What overall debt cost rate have you determined for rate of return purposes?
As shown on page 3 of Schedule 6, the combined cost of long- and short-term debt

is 5.03% for the fully forecast rate year.

COST OF EQUITY — GENERAL APPROACH

Please describe the process you employed to determine the cost of equity for
the Company.

Although my fundamental financial analysis provides the required framework to
establish the risk relationships among the CPA, Gas Group, and the S&P Public
Utilities, the cost of equity must be measured by standard financial models that |

identified above. Differences in risk traits, such as size, business diversification,
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geographical diversity, regulatory policy, financial leverage, and bond ratings must
be considered when analyzing the cost of equity.

It is also important to reiterate that no one method or model of the cost of
equity can be applied in an isolated manner. Rather, informed judgment must be
used to take into consideration the relative risk traits of the firm. It is for this reason
that | have used more than one method to measure the Company’s cost of equity.
As | describe below, each of the methods used to measure the cost of equity
contains certain incomplete and/or overly restrictive assumptions and constraints that
are not optimal. Therefore, | favor considering the results from a variety of methods.
In this regard, | applied each of the methods with data taken from the Gas Group and

arrived at a cost of equity of 11.00% for the Company.

DISCOUNTED CASH FLOW

Please describe your use of the Discounted Cash Flow approach to determine
the cost of equity.

The DCF model seeks to explain the value of an asset as the present value of future
expected cash flows discounted at the appropriate risk-adjusted rate of return. In its
simplest form, the DCF return on common stock consists of a current cash (dividend)
yield and future price appreciation (growth) of the investment. The dividend discount
equation is the familiar DCF valuation model and assumes future dividends are
systematically related to one another by a constant growth rate. The DCF formula is
derived from the standard valuation model: P = DJ/(k-g), where P = price, D =
dividend, k = the cost of equity, and g = growth in cash flows. By rearranging the
terms, we obtain the familiar DCF equation: k= D/P + g. All of the terms in the DCF
equation represent investors’ assessment of expected future cash flows that they will

receive in relation to the value that they set for a share of stock (P). The DCF
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equation is sometimes referred to as the "Gordon" model.® My DCF results are
provided on page 2 of Schedule 1 for the Gas Group. The DCF return is 10.79%.

Among other limitations of the model, there is a certain element of circularity
in the DCF method when applied in rate cases. This is because investors’
expectations for the future depend upon regulatory decisions. In turn, when
regulators depend upon the DCF model to set the cost of equity, they rely upon
investor expectations that include an assessment of how regulators will decide rate
cases. Due to this circularity, the DCF model may not fully reflect the true risk of a
utility.

Please explain the dividend yield component of a DCF analysis.

The DCF methodology requires the use of an expected dividend yield to establish
the investor-required cost of equity. For the twelve months ended December 2015,
the monthly dividend yields are shown on Schedule 7 and reflect an adjustment to
the month-end prices to reflect the buildup of the dividend in the price that has
occurred since the last ex-dividend date (i.e., the date by which a shareholder must
own the shares to be entitled to the dividend payment ~ usually about two to three
weeks prior to the actual payment).

For the twelve months ended December 2015, the average dividend yield
was 3.20% for the Gas Group based upon a calculation using annualized dividend
payments and adjusted month-end stock prices. The dividend yields for the more
recent six- and three-month periods were 3.21% and 3.16%, respectively. | have
used, for the purpose of the DCF model, the six-month average dividend yield of

3.21% for the Gas Group. The use of this dividend yield will reflect current capital

s Although the popular application of the DCF model is often attributed to the work of Myron J.

Gordon in the mid-1950's, J. B. Williams exposited the DCF model in its present form nearly two
decades earlier.
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costs, while avoiding spot yields. For the purpose of a DCF calculation, the average
dividend yield must be adjusted to reflect the prospective nature of the dividend
payments, i.e., the higher expected dividends for the future. Recall that the DCF is
an expectational model that must reflect investor anticipated cash flows for the Gas
Group. | have adjusted the six-month average dividend yield in three different, but
generally accepted, manners and used the average of the three adjusted values as
calculated in the lower panel of data presented on Schedule 7. This adjustment
adds eleven basis points to the six-month average historical yield, thus producing the
3.32% adjusted dividend yield for the Gas Group.

Please explain the underlying factors that influence investor’'s growth
expectations.

As noted previously, investors are interested principally in the future growth of their
investment (i.e., the price per share of the stock). Future earnings per share growth
represent the DCF model's primary focus because under the constant price-earnings
multiple assumption of the model, the price per share of stock will grow at the same
rate as earnings per share. In conducting a growth rate analysis, a wide variety of
variables can be considered when reaching a consensus of prospective growth,
including: earnings, dividends, book value, and cash flow stated on a per share
basis. Historical values for these variables can be considered, as well as analysts’
forecasts that are widely available to investors. A fundamental growth rate analysis
is sometimes represented by the internal growth (“b x r”), where “r" represents the
expected rate of return on common equity and “b” is the retention rate that consists
of the fraction of earnings that are not paid out as dividends. To be complete, the
internal growth rate should be modified to account for sales of new common stock --
this is called external growth (“s x v”), where “s” represents the new common shares

expected to be issued by a firm and “v” represents the value that accrues to existing
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shareholders from selling stock at a price different from book value. Fundamental
growth, which combines internal and external growth, provides an explanation of the
factors that cause book value per share to grow over time.

Growth also can be expressed in multiple stages. This expression of growth
consists of an initial “growth” stage where a firm enjoys rapidly expanding markets,
high profit margins, and abnormally high growth in earnings per share. Thereafter, a
firm enters a “transition” stage where fewer technological advances and increased
product saturation begin to reduce the growth rate and profit margins come under
pressure. During the “transition” phase, investment opportunities begin to mature,
capital requirements decline, and a firm begins to pay out a larger percentage of
earnings to shareholders. Finally, the mature or “steady-state” stage is reached
when a firm’'s earnings growth, payout ratio, and return on equity stabilizes at levels
where they remain for the life of a firm. The three stages of growth assume a step-
down of high initial growth to lower sustainable growth. Even if these three stages of
growth can be envisioned for a firm, the third “steady-state” growth stage, which is
assumed to remain fixed in perpetuity, represents an unrealistic expectation because
the three stages of growth can be repeated. That is to say, the stages can be
repeated where growth for a firm ramps-up and ramps-down in cycles over time.

Did you assume a non-constant growth rate in your analysis?

No. | acknowledge that growth can also be expressed in multiple stages, but there is
no need to do so in this case. As my subsequent analysis will reveal, my growth rate
determination provides a constant growth rate that is sustainable given the
fundamentals currently affecting the industry. For example, infrastructure
rehabilitation adds to the growth of rate base that will provide the foundation for
future growth that is consistent with the constant growth rate.

What investor-expected growth rate is appropriate in a DCF calculation?
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Investors consider both company-specific variables and overall market sentiment
(i.e., level of inflation rates, interest rates, economic conditions, etc.) when balancing
their capital gains expectations with their dividend yield requirements. | follow an
approach that is not rigidly formatted because investors are not influenced by a
single set of company-specific variables weighted in a formulaic manner. In my
opinion, all relevant growth rate indicators using a variety of techniques must be
evaluated when formulating a judgment of investor-expected growth.
What company-specific data have you considered in your growth rate
analysis?
As presented on Schedules 8 and 9, | have considered both historical and projected
growth rates in earnings per share, dividends per share, book value per share, and
cash flow per share for the Gas Group. While analysts will review all measures of
growth as | have done, it is earnings per share growth that influences directly the
expectations of investors for utility stocks® Forecasts of earnings growth are
required within the context of the DCF because the model is a forward-looking
concept, and with a constant price-earnings muitiple and payout ratio, all other
measures of growth will mirror earnings growth. So with the assumptions underlying
the DCF, all forward-looking projections should be similar with a constant price-
earnings multiple, earned return, and payout ratio.

As to the issue of historical data, investors cannot purchase past earnings of
a utility, rather they are only entitled to future earnings. In addition, assigning
significant weight to historical performance results in double counting of the historical
data. While history cannot be ignored, it is already factored into the analysts’

forecasts of earnings growth. In developing a forecast of future earnings growth, an

¢ Gordon, Gordon & Gould, “Choice Among Methods of Estimating Share Yield,” The Journal

of Portfolio Management (Spring 1989).



10

1

12

13

14

15

16

17

18

19

20

21

22

23

24

25

PAUL R. MOUL
STATEMENT NO. 8
PAGE 25 of 46

analyst would first apprise himself/herself of the historical performance of a
company. Hence, there is no need to count historical growth rates a second time,
because historical performance is already reflected in analysts’ forecasts which
reflect an assessment of how the future will diverge from historical performance.
Schedule 8 shows the historical growth rates in earnings per share, dividends
per share, book value per share, and cash flow per share for the Gas Group. The
historical growth rates were taken from the Value Line publication that provides these
data. As shown on Schedule 8, the historical growth of earnings per share was in
the range of 4.25% to 5.81% for the Gas Group.
What is presented in Schedule 9?7
Schedule 9 provides projected earnings per share growth rates taken from analysts’
forecasts compiled by IBES/First Call, Reuters, Zacks, Morningstar, SNL, and Value
Line. IBES/First Call, Reuters, Zacks, Morningstar, and SNL represent reliable
authorities of projected growth upon which investors rely. The IBES/First Call,
Reuters, Zacks, and SNL growth rates are consensus forecasts taken from a survey
of analysts that make projections of growth for these companies. The IBES/First
Call, Reuters, Zacks, Morningstar, and SNL estimates are obtained from the Internet
and are widely available to investors. First Call probably is quoted most frequently in
the financial press when reporting on earnings forecasts. The Value Line forecasts
also are widely available to investors and can be obtained by subscription or free-of-
charge at most public and collegiate libraries. The IBES/First Call, Reuters, Zacks,
and Morningstar, and SNL forecasts are limited to earnings per share growth, while
Value Line makes projections of other financial variables. The Value Line forecasts
of dividends per share, book value per share, and cash flow per share have also

been included on Schedule 9 for the Gas Group.
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Is a five-year investment horizon associated with the analysts’ forecasts
consistent with the traditional DCF model?

Yes. In fact, it illustrates that the infinite form of the DCF model contains an
unrealistic assumption. Rather than viewing the DCF in the context of an endless
stream of growing dividends (e.g., a century of cash flows), the growth in the share
value (i.e., capital appreciation, or capital gains yield) is most relevant to investors’
total return expectations. Hence, the sale price of a stock can be viewed as a
liquidating dividend that can be discounted along with the annual dividend receipts
during the investment-holding period to arrive at the investor expected return. The
growth in the price per share will equal the growth in earnings per share absent any
change in price-earnings (“P-E”) multiple -- a necessary assumption of the DCF. As
such, my company-specific growth analysis, which focuses principally upon five-year
forecasts of earnings per share growth, conforms with the type of analysis that
influences the actual total return expectation of investors. Moreover, academic
research focuses on five-year growth rates as they influence stock prices. Indeed, if
investors really required forecasts which extended beyond five years in order to
properly value common stocks, then | am sure that some investment advisory
service would begin publishing that information for individual stocks in order to meet
the demands of investors. The absence of such a publication is proof that investors
do not require infinite forecasts in order to purchase and sell stocks in the
marketplace.

What does Schedule 9 show as the projected growth rates?

As to the five-year forecast growth rates, Schedule 9 indicates that the projected
earnings per share growth rates for the Gas Group are 5.19% by IBES/First Call,
6.13% by Reuters, 5.55% by Zacks, 5.20% by Morningstar, 5.45% by SNL, and

7.00% by Value Line. The Value Line projections indicate that earnings per share for
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the Gas Group will grow prospectively at a more rapid rate (i.e., 7.00%) than the
dividends per share (i.e., 4.88%), which translates into a declining dividend payout
ratio for the future. As noted earlier, with the constant price-earnings multiple
assumption of the DCF model, growth for these companies will occur at the higher
earnings per share growth rate, thus producing the capital gains yield expected by
investors.

What conclusion have you drawn from these data regarding the applicable
growth rate to be used in the DCF model?

A variety of factors should be examined to reach a conclusion on the DCF growth
rate. However, certain growth rate variables should be emphasized when reaching a
conclusion on an appropriate growth rate. From the various alternative measures of
growth identified above, earnings per share should receive greatest emphasis.
Earnings per share growth are the primary determinant of investors’ expectations
regarding their total returns in the stock market. This is because the capital gains
yield (i.e., price appreciation) will track earnings growth with a constant price
earnings multiple (a key assumption of the DCF model). Moreover, earnings per
share (derived from net income) are the source of dividend payments and are the
primary driver of retention growth and its surrogate, i.e., book value per share
growth. As such, under these circumstances, greater emphasis must be placed
upon projected earnings per share growth. In this regard, it is worthwhile to note that
Professor Myron Gordon, the foremost proponent of the DCF model in rate cases,
concluded that the best measure of growth in the DCF model is a forecast of
earnings per share growth.” Hence, to follow Professor Gordon's findings,

projections of earnings per share growth, such as those published by IBES/First Call,

7 Gordon, Gordon & Gould, “Choice Among Methods of Estimating Share Yield,” The Journal

of Portfolio Management (Spring 1989).
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Zacks, Morningstar, and Value Line, represent a reasonable assessment of investor
expectations.

The forecasts of earnings per share growth, as shown on Schedule 9, provide
a range of average growth rates of 5.19% to 7.00%. Although the DCF growth rates
cannot be established solely with a mathematical formulation, it is my opinion that an
investor-expected growth rate of 6.25% is a reasonable estimate of investor
expected growth within the array of earnings per share growth rates shown by the
analysts’ forecasts. As | indicated above, the fundamentals for CPA, including its
significant new investment in infrastructure rehabilitation, point to a higher growth
rate.
Are the dividend yield and growth components of the DCF adequate to explain
the rate of return on common equity when it is used in the calculation of the
weighted average cost of capital?
Only if the capital structure ratios are measured with the market value of debt and
equity. In the case of the Gas Group, those average capital structure ratios are
33.06% long-term debt, 0.12% preferred stock, and 66.82% common equity, as
shown on Schedule 10. If book values are used to compute the capital structure
ratios, then an adjustment is required.
Please explain why.
If regulators use the results of the DCF (which are based on the market price of the
stock of the companies analyzed) to compute the weighted average cost of capital
with a book value capital structure used for ratesetting purposes, those results will
not reflect the higher level of financial risk associated with the book value capital
structure. Where, as here, a stock’s market price diverges from a utility's book value,

the potential exists for a financial risk difference, because the capitalization of a utility
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measured at its market value contains more equity, less debt and therefore less risk
than the capitalization measured at its book value.

This shortcoming of the DCF has persuaded the Commission to adjust the
cost of equity upward to make the return consistent with the book value capital
structure. Provisions for this risk difference were made by the Commission in the

following cases:

Date Company Docket Number Basis Points
January 10, 2002 Pennsylvania-American Water Co. Docket No. R-00016339 60 basis points
August 1, 2002 Philadelphia Suburban Water Co.  Docket No. R-00016750 80 basis points
January 29, 2004 Pennsylvania-American Water Co. Docket No. R-00038304 60 basis points

(affirmed by the

Commonwealth Court on
November 8, 2004)

August5,2004  Aqgua Pennsylvania, Inc. Docket No. R-00038805 60 basis points
December 22, 2004  PPL Electric Utilities Corp. Docket No. R-00049255 45 basis points
February 8, 2007 PPL Gas Utilities Corp. Docket No. R-00061398 70 basis points

In order to make the DCF results relevant to the capitalization measured at book
value (as is done for ratesetting purposes) the market-derived cost rate cannot be

used without modification.

Q. Please continue with your discussion of the calculation of the leverage

adjustment.

A The only perspective that is important to investors is the return that they can realize

on the market value of their investment. As | have measured the DCF, the simple
yield (D/P) plus growth (g) provides a return applicable strictly to the price (P) that an
investor is willing to pay for a share of stock. The need for the leverage adjustment
arises when the results of the DCF model (k) are to be applied to a capital structure
that is different than indicated by the market price (P). From the market perspective,
the financial risk of the Gas Group is accurately measured by the capital structure
ratios calculated from the market capitalization of a firm. If the ratesetting process

utilized the market capitalization ratios, then no additional analysis or adjustment
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would be required, and the simple yield (D/P) plus growth (g) components of the
DCF would satisfy the financial risk associated with the market value of the equity
capitalization. Because the ratesetting process uses a different set of ratios
calculated from the book value capitalization, then further analysis is required to
synchronize the financial risk of the book capitalization with the required return on
the book value of the equity. This adjustment is developed through precise
mathematical calculations, using well recognized analytical procedures that are
widely accepted in the financial literature. To arrive at that return, the rate of return
on common equity is the unleveraged cost of capital (or equity return at 100% equity)
plus one or more terms reflecting the increase in financial risk resulting from the use
of leverage in the capital structure. The calculations presented in the lower panel of
data shown on Schedule 10, under the heading “M&M,” provides a return of 8.30%
when applicable to a capital structure with 100% common equity.

Are there specific factors that influence market-to-book ratios that determine
whether the leverage adjustment should be made?

No. The leverage adjustment is not intended, nor was it designed, to address the
reasons that stock prices vary from book value. Hence, any observations concerning
market prices relative to book are not on point. The leverage adjustment deals with
the issue of financial risk and does not transform the DCF result to a book value
return through a market-to-book adjustment. Again, the leverage adjustment that |
propose is based on the fundamental financial precept that the cost of equity is equal
to the rate of return for an unleveraged firm (i.e., where the overall rate of return
equates to the cost of equity with a capital structure that contains 100% equity) plus
the additional return required for introducing debt and/or preferred stock leverage

into the capital structure.
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Further, as noted previously, the relatively high market prices of utility stocks
cannot be attributed solely to the notion that these companies are expected to earn a
return on equity that differs from their cost of equity. Stock prices above book value
are common for utility stocks, and indeed the stock prices of non-regulated
companies exceed book values by even greater margins. In this regard, according
to the Barron’s issue of February 8, 2016, the major market indices’ market-to-book
ratios are well above unity. The Dow Jones Utility index traded at a multiple of 1.90
times book value, which is below the market muitiple of other indices. For example,
the S&P Industrial index was at 3.39 times book value, and the Dow Jones Industrial
index was at 2.97 times book value. It is difficult to accept that the vast majority of all
firms operating in our economy are generating returns far in excess of their cost of
capital. Certainly, in our free-market economy, competition should contain such
“excesses’” if they indeed exist.

Finally, the leverage adjustment adds stability to the final DCF cost rate. That
is to say, as the market capitalization increases relative to its book value, the
leverage adjustment increases while the simple yield (D/P) plus growth (g) result
declines. The reverse is also true that when the market capitalization declines, the
leverage adjustment also declines as the simple yield (D/P) plus growth (g) result
increases.

Is the leverage adjustment that you propose designed to transform the market
return into one that is designed to produce a particular market-to-book ratio?

No, it is not. The adjustment that | label as a “leverage adjustment” is merely a
convenient way of showing the amount that must be added to (or subtracted from)
the result of the simple DCF model (i.e., D/P + g), in the context of a return that
applies to the capital structure used in ratemaking, which is computed with book

value weights rather than market value weights, in order to arrive at the utility’s total
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cost of equity. | specify a separate factor, which | call the leverage adjustment, but
there is no need to do so other than providing identification for this factor. If |
expressed my return solely in the context of the book value weights that we use to
calculate the weighted average cost of capital, and ignore the familiar D/P + g
expression entirely, then there would be no separate element to reflect the financial
leverage change from market value to book value capitalization. As shown in the
bottom panel of data on Schedule 10, the equity return applicable to the book value
common equity ratio is equal to 8.30%, which is the return for the Gas Group
applicable to its equity with no debt in its capital structure (i.e., the cost of capital is
equal to the cost of equity with a 100% equity ratio) plus 2.08% compensation for
having a 44.61% debt ratio, plus 0.01% for having a 0.18% preferred stock ratio.
The sum of the parts is 10.39% (8.30% + 2.08% + 0.01%) and there is no need to
even address the cost of equity in terms of D/P + g. To express this same return in
the context of the familiar DCF model, | summed the 3.32% dividend yield, the 6.25%
growth rate, and the 0.82% for the leverage adjustment in order to arrive at the same
10.39% (3.32% + 6.25% + 0.82%) return. | know of no means to mathematically
solve for the 0.82% leverage adjustment by expressing it in the terms of any
particular relationship of market price to book value. The 0.82% adjustment is
merely a convenient way to compare the 10.39% return computed directly with the
Modigliani & Miller formulas to the 9.57% return generated by the DCF model based
on a market value capital structure. My point is that when we use a market-
determined cost of equity developed from the DCF model, it reflects a level of
financial risk that is different (in this case, lower) from the capital structure stated at
book value. This process has nothing to do with targeting any particular market-to-

book ratio.
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Please provide the DCF return based upon your preceding discussion of
dividend yield, growth, and leverage.

As explained previously, | have utilized a six-month average dividend yield ("D4,P,")
adjusted in a forward-looking manner for my DCF calculation. This dividend yield is
used in conjunction with the growth rate ("g") previously developed. The DCF also
includes the leverage modification ("lev.") required when the book value equity ratio
is used in determining the weighted average cost of capital in the ratesetting process
rather than the market value equity ratio related to the price of stock. The resulting

DCF cost rate is:

DiPo + g + leov. = K

Gas Group 3.32% + 6.25% + 0.82%

10.39%

| also note that the 6.25% growth rate for the Gas Group understates growth for
CPA, given CPA’s higher proportion of projected construction expenditures relative
to the average annual expenditures for the Gas Group. This suggests that other
equity cost rate models should be given weight in arriving at the cost of equity. The
DCF result shown above represents the simplified (i.e., Gordon) form of the model
that contains a constant growth assumption. | should reiterate, however, that the
DCF-indicated cost rate provides an explanation of the rate of return on common
stock market prices without regard to the prospect of a change in the price-earnings
multiple. An assumption that there will be no change in the price-earnings multiple is
not supported by the realities of the equity market, because price-earnings multiples
do not remain constant. This is one of the constraints of this model that makes it
important to consider other model results when determining a company's cost of
equity. As noted previously, CPA has weaker credit quality as compared to the Gas

Group. A generally accepted tenet of corporate finance is that risk and return are
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linked. Here, weaker credit quality adds to risk. As a consequence, an upward
adjustment to the DCF results is required to accommodate the risk of CPA vis-a-vis
the Gas Group.

What is the adjustment to recognize the weaker credit quality of CPA?

The DCF returns that are produced for the Gas Group relate to the average credit
quality of that group, which is A2/A- as shown on page 2 of Schedule 3. In order to
provide recognition of the additional return that is required to compensate CPA for its
higher risk in this regard, | have reviewed the difference in yields on A-rated and
Baa-rated public utility debt. The yield difference is related to the additional return
required when risk increases, i.e., generally bond yields increase as credit quality
declines. The yield difference between A-rated and Baa-rated public utility bonds is
used as a proxy for quantifying this additional risk.

As shown by the data presented on page 1 of Schedule 11, the difference in
yields between Baa-rated and A-rated public utility bonds was 1.06% (5.41% -
4.35%) for the six-months ended December 2015. Based on this difference in yields,
| propose that a 40 basis points be added to the DCF calculation for the Gas Group
to provide recognition for the higher risk of CPA due to its weaker credit quality risk,
its small size, competitive forces in its service territory, and significant construction
expenditures. The bond yield difference between A-rated and Baa-rated debt have
been elevated recently. To take a conservative position on this issue and to select a
position more similar to prior cases, | have used a much lower yield difference in this
case. As such, the DCF return requires adjustment to 10.79% (10.39% + 0.40%) to

recognize the higher risk of CPA.
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RISK PREMIUM ANALYSIS

Please describe your use of the risk premium approach to determine the cost
of equity.

With the Risk Premium approach, the cost of equity capital is determined by
corporate bond yields plus a premium to account for the fact that common equity is
exposed to greater investment risk than debt capital. The result of my Risk Premium
study is shown on page 2 of Schedule 1. That result is 11.90%. As with other
models used to determine the cost of equity, the Risk Premium approach has its
limitations, including potential imprecision in the assessment of the future cost of
corporate debt and the measurement of the risk-adjusted common equity premium.
What long-term public utility debt cost rate did you use in your risk premium
analysis?

In my opinion, a 5.00% yield represents a reasonable estimate of the prospective
yield on long-term A-rated public utility bonds.

What historical data is shown by the Moody’s data?

| have analyzed the historical yields on the Moody’s index of long-term public utility
debt as shown on page 1 of Schedule 11. For the twelve months ended December
2015, the average monthly yield on Moody's index of A-rated public utility bonds was
4.12%. For the six and three-month periods ended December 2014, the yields were
4.35% and 4.35%, respectively. During the twelve-months ended December 2015,
the range of the yields on A-rated public utility bonds was 3.58% to 4.40%. Page 2
of Schedule 12 shows the long-run spread in yields between A-rated public utility
bonds and long-term Treasury bonds. As shown on page 3 of Schedule 11, the
yields on A-rated public utility bonds have exceeded those on Treasury bonds by
1.27% on a twelve-month average basis, 1.39% on a six-month average basis, and

1.38% on a the three-month average basis. From these averages, 1.25% represents
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a reasonably conservative spread for the yield on A-rated public utility bonds over
Treasury bonds.

What forecasts of interest rates have you considered in your analysis?

| have determined the prospective yield on A-rated public utility debt by using the
Blue Chip Financial Forecasts (“Blue Chip”) along with the spread in the yields that |
describe below. The Blue Chip is a reliable authority and contains consensus
forecasts of a variety of interest rates compiled from a panel of banking, brokerage,
and investment advisory services. In early 1999, Blue Chip stopped publishing
forecasts of yields on A-rated public utility bonds because the Federal Reserve
deleted these yields from its Statistical Release H.15. To independently project a
forecast of the yields on A-rated public utility bonds, | have combined the forecast
yields on long-term Treasury bonds published on January 1, 2016, and a yield
spread of 1.25%, derived from historical data.

How have you used these data to project the yield on A-rated public utility
bonds for the purpose of your Risk Premium analyses?

Shown below is my calculation of the prospective yield on A-rated public utility bonds
using the building blocks discussed above, i.e., the Blue Chip forecast of Treasury
bond yields and the public utility bond yield spread. For comparative purposes, |
also have shown the Blue Chip forecasts of Aaa-rated and Baa-rated corporate

bonds. These forecasts are:
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Blue Chip Financial Forecasts
Corporate 30-Year A-rated Public Utility

Year Quarter Aaa-rated Baa-rated Treasury Spread Yield
2016 First 4.1% 5.4% 31% 1.25% 4.35%
2016 Second 4.3% 5.6% 3.2% 1.25% 4.45%
2016 Third 4.4% 5.7% 3.4% 1.25% 4.65%
2016 Fourth 4.7% 5.9% 3.5% 1.25% 4.75%
2017 First 4.8% 6.0% 3.7% 1.25% 4.95%
2017 Second 4.9% 6.1% 3.8% 1.25% 5.05%
Q. Are there additional forecasts of interest rates that extend beyond those

shown above?

Yes. Twice yearly, Blue Chip provides long-term forecasts of interest rates. In its
December 1, 2015 publication, Blue Chip published longer-term forecasts of interest
rates, which were reported to be:

Blue Chip Financial Forecasts

Corporate 30-Year
Averages Aaa-rated Baa-rated Treasury
2017-2021 5.6% 6.5% 4.5%
2022-2026 5.8% 6.8% 4.8%

The longer term forecasts by Blue Chip suggest that interest rates will move up from
the levels revealed by the near term forecasts. By focusing more on the near term
forecasts, a 5.00% yield on A-rated public utility bonds represents a conservative
benchmark for measuring the cost of equity in this case.

What equity risk premium have you determined for public utilities?

To develop an appropriate equity risk premium, | analyzed the results from Stocks,

Bonds. Bills and Inflation (“SBBI”) 2015 Classic Yearbook published by Ibbotson

Associates that is part of Morningstar. My investigation reveals that the equity risk
premium varies according to the level of interest rates. That is to say, the equity risk

premium increases as interest rates decline and it declines as interest rates
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increase. This inverse relationship is revealed by the summary data presented
below and shown on page 1 of Schedule 12.

Common Equity Risk Premiums

Low Interest Rates 7.36%
Average Across All Interest Rates 5.69%
High Interest Rates 3.98%

Based on my analysis of the historical data, the equity risk premium was 7.36%
when the marginal cost of long-term government bonds was low (i.e., 3.00%, which
was the average yield during periods of low rates). Conversely, when the yield on
long-term government bonds was high (i.e., 7.28% on average during periods of high
interest rates) the spread narrowed to 3.98%. Over the entire spectrum of interest
rates, the equity risk premium was 5.69% when the average government bond yield
was 5.12%. With the forecast indicating an upward movement of interest rates that |
described above from historically low levels, | have utilized a 6.50% equity risk
premium. This equity risk premium is between the 7.36% premium related to periods
of low interest rates and the 5.69% premium related to average interest rates across
all levels.

What common equity cost rate did you determine based on your risk premium
analysis?

The cost of equity (i.e., “k") is represented by the sum of the prospective yield for
long-term public utility debt (i.e., “i"), and the equity risk premium (i.e., “RP"). The
Risk Premium approach provides a cost of equity of:

i + RP

k

Gas Group 5.00% + 6.50%

11.50%



10

1

12

13

14

15

16

17

18

19

20

21

22

23

24

25

PAUL R. MOUL
STATEMENT NO. 8
PAGE 39 of 46

As | noted previously, NiSource carries a Baa2/BBB+ rating on its debt. This means
that the Risk Premium cost rate shown above would understate the Company's cost
of equity by 40 basis points, because the 11.50% shown above is based on the yield
on A-rated public utility debt and to account for the Company’s small size,
competitive forces in its service territory, and significant construction expenditures,

the Risk Premium cost rate for CPA is 11.90% (11.50% + 0.40%).

CAPITAL ASSET PRICING MODEL

What are the features of the CAPM as you have used it?

The CAPM uses the yield on a risk-free interest bearing obligation plus a rate of
return premium that is proportional to the systematic risk of an investment. As
shown on page 2 of Schedule 1, the resuit of the CAPM is 11.16%. To compute the
cost of equity with the CAPM, three components are necessary: a risk-free rate of
return (“Rf’), the beta measure of systematic risk (“B"), and the market risk premium
(“Rm-Rf") derived from the total return on the market of equities reduced by the risk-
free rate of return. The CAPM specifically accounts for differences in systematic risk
(i.e., market risk as measured by the beta) between an individual firm or group of
firms and the entire market of equities.

What betas have you considered in the CAPM?

For my CAPM analysis, | initially considered the Value Line betas. As shown on
page 2 of Schedule 3, the average beta is 0.74 for the Gas Group.

What betas have you used in the CAPM determined cost of equity?

The betas must be reflective of the financial risk associated with the ratesetting
capital structure that is measured at book value. Therefore, Value Line betas cannot
be used directly in the CAPM, unless the cost rate developed using those betas is

applied to a capital structure measured with market values. To develop a CAPM
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cost rate applicable to a book-value capital structure, the Value Line (market value)
betas have been unleveraged and releveraged for the book value common equity
ratios using the Hamada formula,® as follows:

Bl=Bu[1+(1-t) D/E + P/E]
where Bl = the leveraged beta, Bu = the unleveraged beta, t = income tax rate, D =
debt ratio, P = preferred stock ratio, and E = common equity ratio. The betas
published by Value Line have been calculated with the market price of stock and are
related to the market value capitalization. By using the formula shown above and the
capital structure ratios measured at market value, the beta would become 0.56 for
the Gas Group if it employed no leverage and was 100% equity financed. Those
calculations are shown on Schedule 10 under the section labeled “Hamada” who is
credited with developing those formulas. With the unleveraged beta as a base, |
calculated the leveraged beta of 0.86 for the book value capital structure of the Gas
Group. The book value leveraged beta that | will employ in the CAPM cost of equity
is 0.86 for the Gas Group.
What risk-free rate have you used in the CAPM?
As shown on page 1 of Schedule 13, | provided the historical yields on Treasury
notes and bonds. For the twelve months ended December 2015, the average yield
on 30-year Treasury bonds was 2.84%. For the six- and three-months ended
December 2015, the yields on 30-year Treasury bonds were 2.96% and 2.96%,
respectively. During the twelve-months ended December 2015, the range of the
yields on 30-year Treasury bonds was 2.46% to 3.11%. The low yields that existed

during recent periods can be traced to the financial crisis and its aftermath commonly

® Robert S. Hamada, “The Effects of the Firm's Capital Structure on the Systematic Risk of

Common Stocks” The Journal of Finance Vol. 27, No. 2, Papers and Proceedings of the Thirtieth
Annual Meeting of the American Finance Association, New Orleans, Louisiana, December 27-29,
1971. (May 1972), pp.435-452.
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referred to as the Great Recession. The resulting decline in the yields on Treasury
obligations was attributed to a number of factors, including: the sovereign debt crisis
in the euro zone, concern over a possible double dip recession, the potential for
deflation, and the Federal Reserve’s large balance sheet that was expanded through
the purchase of Treasury obligations and mortgage-backed securities (also known as
QEl, QEll, and QEIN), and the reinvestment of the proceeds from maturing
obligations and the lengthening of the maturity of the Fed’s bond portfolio through
the sale of short-term Treasuries and the purchase of long-term Treasury obligations
(also known as “operation twist”). Essentially, low interest rates were the product of
the policy of the FOMC in its attempt to deal with stagnant job growth, which is part
of its dual mandate. The FOMC has ended its bond purchasing program. And, at its
December 16, 2015 meeting, the Federal Open Market Committee increased the
federal funds rate range by 0.25 percentage points. The prospect exists that future
increases in the federal funds rate will likely occur.

As shown on page 2 of Schedule 13, forecasts published by Blue Chip on
January 1, 2016 indicate that the yields on long-term Treasury bonds are expected to
be in the range of 3.1% to 3.8% during the next six quarters. The longer term
forecasts described previously show that the yields on 30-year Treasury bonds will
average 4.5% from 2017 through 2021 and 4.8% from 2022 to 2026. For the
reasons explained previously, forecasts of interest rates should be emphasized at
this time in selecting the risk-free rate of return in CAPM. Hence, | have used a
3.75% risk-free rate of return for CAPM purposes, which considers not only the Blue
Chip forecasts, but also the recent trend in the yields on long-term Treasury bonds.
What market premium have you used in the CAPM?

As shown in the lower panel of data presented on page 2 of Schedule 13, the market

premium is derived from historical data and the Value Line and S&P 500 returns.
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For the historically based market premium, | have used the arithmetic mean obtained
from the data presented on page 1 of Schedule 12. On that schedule, the market
return was 12.21% on large stocks during periods of low interest rates. During those
periods, the yield on long-term government bonds was 3.00% when interest rates
were low. As | describe above, interest rates are forecast to trend upward in the
future. To recognize that trend, | have given weight to the average returns and yields
that existed across all interest rate levels. As such, | carried over to page 2 of
Schedule 13 the average large common stock returns of 12.14% (12.21% + 12.07%
= 24.28% + 2) and the average yield on long-term government bonds of 4.06%
(3.00% + 512% = 8.12% + 2). These financial returns rest between those
experienced during periods of low interest rates and those experienced across all
levels of interest rates. The resulting market premium is 8.08% (12.14% - 4.06%)
based on historical data, as shown on page 2 of Schedule 13. For the forecast
returns, | calculated a 13.07% total market return from the Value Line data and a
DCF return of 7.61% for the S&P 500. With the average forecast return of 10.34%
(13.07% + 7.61% = 20.68% + 2), | calculated a market premium of 6.59% (10.34% -
3.75%) using forecast data. However, | note that a projected DCF return of 7.61%
clearly is insufficient to capture the cost of equity capital, making the forecast return
conservative. The market premium applicable to the CAPM derived from these
sources equals 7.34% (6.59% + 8.08% = 14.67% + 2).

Are there adjustments to the CAPM that are necessary to fully reflect the rate
of return on common equity?

Yes. The technical literature supports an adjustment relating to the size of the
company or portfolio for which the calculation is performed. As the size of a firm
decreases, its risk and required return increases. Moreover, in his discussion of the

cost of capital, Professor Brigham has indicated that smaller firms have higher
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capital costs than otherwise similar larger firms.? Also, the Fama/French study (see

"The Cross-Section of Expected Stock Returns”; The Journal of Finance, June 1992)

established that the size of a firm helps explain stock returns. In an October 15,
1995 article in Public Utility Fortnightly, entitied “Equity and the Small-Stock Effect,” it
was demonstrated that the CAPM could understate the cost of equity significantly
according to a company’s size. Indeed, it was demonstrated in the SBBI Yearbook
that the returns for stocks in lower deciles (i.e., smaller stocks) were in excess of
those shown by the simple CAPM. In this regard, the Gas Group has a market-
based average equity capitalization of $2,235 million. The mid-cap adjustment of
1.10%, as revealed on page 3 of Schedule 13, would be warranted at a minimum.
What CAPM result have you determined?

Using the 3.75% risk-free rate of return, the leverage adjusted beta of 0.86 for the
Gas Group, the 7.34% market premium, and the 1.10% size adjustment, the

following result is indicated.

Rf + B x ( Rm-Rf ) + size k

11.16%

Water Group 3.75% + 086 x ( 7.34% ) + 1.10%

COMPARABLE EARNINGS APPROACH

How have you applied the Comparable Earnings approach in this case?

The Comparable Earnings approach determines the equity return based upon results
from non-regulated companies. It is the oldest of all rate of return methods, having
been around for about one-century. Because regulation is a substitute for
competitively determined prices, the returns realized by non-regulated firms with

comparable risks to a public utility provide useful insight into a fair rate of return. In

* See Fundamentals of Financial Management, Fifth Edition, at 623.
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order to identify the appropriate return, it is necessary to analyze returns earned (or
realized) by other firms within the context of the Comparable Earnings standard. The
firms selected for the Comparable Earnings approach should be companies whose
prices are not subject to cost-based price ceilings (i.e., non-regulated firms) so that
circularity is avoided.

There are two avenues available to implement the Comparable Earnings
approach. One method involves the selection of another industry (or industries) with
comparable risks to the public utility in question, and the results for all companies
within that industry serve as a benchmark. The second approach requires the
selection of parameters that represent similar risk traits for the public utility and the
comparable risk companies. Using this approach, the business lines of the
comparable companies become unimportant. The latter approach is preferable with
the further qualification that the comparable risk companies exclude regulated firms
in order to avoid the circular reasoning implicit in the use of the achieved
earnings/book ratios of other regulated firms. The United States Supreme Court has
held that:

A public utility is entitled to such rates as will permit it to earn a

return on the value of the property which it employs for the

convenience of the public equal to that generally being made

at the same time and in the same general part of the country

on investments in other business undertakings which are

attended by corresponding risks and uncertainties. The return

should be reasonably sufficient to assure confidence in the

financial soundness of the utility and should be adequate,

under efficient and economical management, to maintain and

support its credit and enable it to raise the money necessary

for the proper discharge of its public duties. Bluefield Water
Works vs. Public Service Commission, 262 U.S. 668 (1923).

It is important to identify the returns earned by firms that compete for capital with a
public utility. This can be accomplished by analyzing the returns of non-regulated

firms that are subject to the competitive forces of the marketplace.
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How have you implemented the Comparable Earnings Approach?
In order to implement the Comparable Earnings approach, non-regulated companies

were selected from The Value Line Investment Survey for Windows that have six

categories of comparability designed to reflect the risk of the Gas Group. These
screening criteria were based upon the range as defined by the rankings of the
companies in the Gas Group. The items considered were: Timeliness Rank, Safety
Rank, Financial Strength, Price Stability, Value Line betas, and Technical Rank. The
definition for these parameters is provided on page 3 of Schedule 14. The identities
of the companies comprising the Comparable Earnings group and their associated
rankings within the ranges are identified on page 1 of Schedule 14.

Value Line data was relied upon because it provides a comprehensive basis
for evaluating the risks of the comparable firms. As to the returns calculated by
Value Line for these companies, there is some downward bias in the figures shown
on page 2 of Schedule 14, because Value Line computes the returns on year-end
rather than average book value. [f average book values had been employed, the
rates of return would have been slightly higher. Nevertheless, these are the returns
considered by investors when taking positions in these stocks. Because many of the
comparability factors, as well as the published returns, are used by investors in
selecting stocks, and the fact that investors rely on the Value Line service to gauge
returns, it is an appropriate database for measuring comparable return opportunities.
What data have you used in your Comparable Earnings analysis?
| have used both historical realized returns and forecasted returns for non-utility
companies. As noted previously, | have not used returns for utility companies in
order to avoid the circularity that arises from using regulatory-influenced returns to
determine a regulated return. It is appropriate to consider a relatively long

measurement period in the Comparable Earnings approach in order to cover
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conditions over an entire business cycle. A ten-year period (five historical years and
five projected years) is sufficient to cover an average business cycle. Unlike the
DCF and CAPM, the results of the Comparable Earnings method can be applied
directly to the book value capitalization. In other words, the Comparable Earnings
approach does not contain the potential misspecification contained in market models
when the market capitalization and book value capitalization diverge significantly. A
point of demarcation was chosen to eliminate the results of highly profitable
enterprises, which the Bluefield case stated were not the type of returns that a utility
was entitled to earn. For this purpose, | used 20% as the point where those returns
could be viewed as highly profitable and should be excluded from the Comparable
Earnings approach. The average historical rate of return on book common equity
was 13.0% using only the returns that were less than 20%, as shown on page 2 of
Schedule 14. The average forecasted rate of return as published by Value Line is
12.6% also using values less than 20%, as provided on page 2 of Schedule 14.
Using the Bluefield standard, | have eliminated the results of many companies
because of high returns. Using the average of these data my Comparable Earnings

result is 12.80%, as shown on page 2 of Schedule 1.

CONCLUSION ON COST OF EQUITY

What is your conclusion regarding the Company's cost of common equity?

Based upon the application of the variety of methods and models described
previously, | recommend that the Commission set the Company's rate of return on
common equity at 11.00%. The proposed rate of return on common equity of 11.00%
would provide recognition of the exemplary performance of the Company's
management and the high quality of service provided to its customers as explained

in the testimony of Mr. Kempic. It is essential that the Commission employ a variety
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of techniques to measure the Company's cost of equity because of the
limitations/infirmities that are inherent in each method.
Does this conclude your direct testimony at this time?

Yes, it does.
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EDUCATIONAL BACKGROUND, BUSINESS EXPERIENCE
AND QUALIFICATIONS

| was awarded a degree of Bachelor of Science in Business Administration by
Drexel University in 1971. While at Drexel, | participated in the Cooperative Education
Program which included employment, for one year, with American Water Works Service
Company, Inc., as an internal auditor, where | was involved in the audits of several
operating water companies of the American Water Works System and participated in the
preparation of annual reports to regulatory agencies and assisted in other general
accounting matters.

Upon graduation from Drexel University, | was employed by American Water Works
Service Company, Inc., in the Eastern Regional Treasury Department where my duties
included preparation of rate case exhibits for submission to regulatory agencies, as well as
responsibility for various treasury functions of the thiteen New England operating
subsidiaries.

In 1973, | joined the Municipal Financial Services Department of Betz Environmental
Engineers, a consulting engineering firm, where | specialized in financial studies for
municipal water and wastewater systems.

In 1974, | joined Associated Utility Services, Inc., now known as AUS Consultants. |
held various positions with the Utility Services Group of AUS Consultants, concluding my
employment there as a Senior Vice President.

In 1994, | formed P. Moul & Associates, an independent financial and regulatory
consulting firm. In my capacity as Managing Consultant and for the past forty-two years, |
have continuously studied the rate of return requirements for cost of service-regulated
firms. In this regard, | have supervised the preparation of rate of return studies, which were

employed, in connection with my testimony and in the past for other individuals. | have
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presented direct testimony on the subject of fair rate of return, evaluated rate of return
testimony of other witnesses, and presented testimony.

My studies and prepared direct testimony have been presented before thirty-seven
(37) federal, state and municipal regulatory commissions, consisting of: the Federal Energy
Regulatory Commission; state public utility commissions in Alabama, Alaska, California,
Colorado, Connecticut, Delaware, Florida, Georgia, Hawaii, lllinois, Indiana, lowa,
Kentucky, Louisiana, Maine, Maryland, Massachusetts, Michigan, Minnesota, Missouri,
New Hampshire, New Jersey, New York, North Carolina, Ohio, Oklahoma, Pennsylvania,
Rhode Island, South Carolina, Tennessee, Texas, Virginia, West Virginia, Wisconsin, and
the Philadelphia Gas Commission, and the Texas Commission on Environmental Quality.
My testimony has been offered in over 200 rate cases involving electric power, natural gas
distribution and transmission, resource recovery, solid waste collection and disposal,
telephone, wastewater, and water service utility companies. While my testimony has
involved principally fair rate of return and financial matters, | have also testified on capital
allocations, capital recovery, cash working capital, income taxes, factoring of accounts
receivable, and take-or-pay expense recovery. My testimony has been offered on behalf of
municipal and investor-owned public utilities and for the staff of a regulatory commission. |
have also testified at an Executive Session of the State of New Jersey Commission of
Investigation concerning the BPU regulation of solid waste collection and disposal.

| was a co-author of a verified statement submitted to the Interstate Commerce
Commission concerning the 1983 Railroad Cost of Capital (Ex Parte No. 452). | was also
co-author of comments submitted to the Federal Energy Regulatory Commission regarding
the Generic Determination of Rate of Return on Common Equity for Public Utilities in 1985,
1986 and 1987 (Docket Nos. RM85-19-000, RM86-12-000, RM87-35-000 and RM88-25-
000). Further, | have been the consultant to the New York Chapter of the National
Association of Water Companies, which represented the water utility group in the

A-2
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Proceeding on Motion of the Commission to Consider Financial Regulatory Policies for New
York Utilities (Case 91-M-0509). | have also submitted comments to the Federal Energy
Regulatory Commission in its Notice of Proposed Rulemaking (Docket No. RM99-2-000)
concerning Regional Transmission Organizations and on behalf of the Edison Electric
Institute in its intervention in the case of Southern California Edison Company (Docket No.
ER97-2355-000). Also, | was a member of the panel of participants at the Technical
Conference in Docket No. PLO7-2 on the Composition of Proxy Groups for Determining Gas
and Oil Pipeline Return on Equity.

In late 1978, | arranged for the private placement of bonds on behalf of an investor-
owned public utility. | have assisted in the preparation of a report to the Delaware Public
Service Commission relative to the operations of the Lincoln and Ellendale Electric
Company. | was also engaged by the Delaware P.S.C. to review and report on the
proposed financing and disposition of certain assets of Sussex Shores Water Company
(P.S.C. Docket Nos. 24-79 and 47-79). | was a co-author of a Report on Proposed
Mandatory Solid Waste Collection Ordinance prepared for the Board of County
Commiissioners of Collier County, Florida.
| have been a consultant to the Bucks County Water and Sewer Authority concerning rates
and charges for wholesale contract service with the City of Philadelphia. My municipal
consulting experience also included an assignment for Baltimore County, Maryland,
regarding the City/County Water Agreement for Metropolitan District customers (Circuit

Court for Baltimore County in Case 34/153/87-CSP-2636).

A-3
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Columbia Gas of Pennsylvania, Inc. Compliance Filing Calculations — September 2015

20-Year Intercompany Note Issuance
Term Selection

A 20-year term was selected for the note issuance to take advantage of the current interest rate
environment, where long-term interest rates are near historic lows, and to stagger the debt
maturities of Columbia Gas of Pennsylvania (Columbia). Choosing the 20-year term “locks-in” a
favorable rate of financing for Columbia for an extended period of time, eliminates interest rate
risk during the financing term, and also appropriately matches Columbia’s long-term liabilities
with its long-term assets.

Interest Rate Determination

The interest rate for the note was determined using a different methodology from the
methodology outlined in Columbia’s latest Registration of Securities Certificate. Annex A
explains why Columbia feels the new methodology is appropriate and beneficial to Pennsylvania
customers. Below is the interest rate calculation using the new methodology and, for comparison
purposes, the interest rate calculation using the methodology from the latest Registration of
Securities Certificate.

New Methodology (Used to Determine Interest Rate)

Interest Rate on 20-year bond for BBB+ rated utilities at September 28, 2015 equals 4.5051%.
Source: Bloomberg (1)

20-Year Treasury Bond Yield at September 28, 2015 equals 2.510%. Source: Federal Reserve
Statistical Release, H.15 Selected Interest Rates (Daily), dated October 5, 2015 (2).

The implied 20-Year Corporate Credit Spread for BBB+ rated utilities at September 28, 2015
equals 1.9951%, which is equal to the Interest Rate of 4.5051% minus the Treasury Bond Yield
of 2.5100%

Total Intercompany Note Rate = 2.5100% + 1.9951% = 4.5051%.
Footnotes:

(1) 4.5051% is rate shown on the Bloomberg screen C03820Y in the row labeled Mo
09/28/15 and the column labeled Mid Yield.

(2) The 2.510% yield is shown on page 2 of the Statistical Release within the “Treasury
constant maturities Nominal” section, in the row labeled “20-year” and the column
labeled “2015 Sep 28”.

Methodology from Latest Registration of Securities Certificate (Not Used to Determine Interest
Rate)

20-Year Treasury Bond Yield at September 28, 2015 equals 2.510%. Source: Federal Reserve
Statistical Release, H.15 Selected Interest Rates (Daily), dated September 29, 2015 (1).
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20-Year Corporate Credit Spread for Baal/BBB+ rated utilities at September 28, 2015 is
calculated to be 2.450%. This spread is interpolated using the 20-Year Corporate Credit Spreads
for A2/A and Baa2/BBB utilities at September 28, 2015.

20-Year Corporate Credit Spread for A2/A rated utilities at September 28, 2015 equals 1.77%.
Source: Reuters Corporate Spreads for Ultilities, dated September 28, 2015 (2)

20-Year Corporate Credit Spread for Baa2/BBB rated utilities at September 28, 2015 equals
2.79%. Source: Reuters Corporate Spreads for Utilities, dated September 28, 2015 (2)

Credit Spread for Baal/BBB+ rated utility = 2.79% - (2.79% - 1.77%) / 3 = 2.450%
Total Intercompany Note Rate = 2.510% + 2.450% = 4.960%.
Footnotes:
(1) The 2.510% yield is shown on page 2 of the Statistical Release within the “Treasury
constant maturities Nominal” section, in the row labeled “20-year” and the column
labeled “2015 Sep 28”.
(2) The 1.77% corporate credit spread is shown on page 1 of the Reuters Corporate Spreads
report in the row labeled “A2/A” and the column labeled “20 yr”. The 2.79% corporate

credit spread is shown on page 1 of the Reuters Corporate Spreads report in the row
labeled “Baa2/BBB” and the column labeled *“20 yr”.



Exhibit PRM-1
Page 30of 6

ANNEX A

The current methodology for determining interest rates on intercompany notes, which is outlined
in Columbia’s latest Registration of Securities Certificate, is as follows:

“The Note’s interest rate will be determined by the corresponding applicable Treasury yield (as
reported in Federal Reserve Statistical Release, H.15 Selected Interest Rates (Daily)) effective on
the date a Note is issued, plus the yield spread on corresponding maturities for companies with a
credit profile equivalent to that of NiSource Finance Corp. (as reported by Reuters Corporate
Spreads) effective on the date a Note is issued.”

In August 2015, Reuters changed its methodology for reporting yield spreads. Prior to August
2015 the methodology produced spreads for all credit rating notches from Aaa/AAA to
Caa/CCC+. Beginning in August 2015 the methodology no longer produces spreads for each
rating notch and only produces spreads for the main rating levels (i.e., A2/A, Baa2/BBB, Ba2/BB
and B2/B). The spread for each rating level are based on actively priced bonds in that level. For
example, the spread for the Baa2/BBB level is based on spreads for actively priced bonds with
ratings of Baal/BBB+, Baa2/BBB and Baa3/BBB-.

Since a specific yield spread is not provided for BBB+ (NiSource Finances’ current S&P rating),
a spread would need to be interpolated using the data available from Reuters. Based on the
September 28, 2015 data available from Reuters, the interpolated spread for a 20-year bond
issued by Baal/BBB+ utilities is 245 bps. This interpolated spread is significantly higher than
one would expect in the current rate environment. Using this interpolated spread would result in
an artificially high interest rate that would negatively impact Pennsylvania customers.

Therefore, Columbia is proposing a new methodology for determining the interest rate. Under
the new methodology a Note’s interest rate will be determined by the corresponding applicable
yield for utility companies with a credit profile equivalent to that of NiSource Finance Corp. (as
reported by Bloomberg) effective on the date a Note is issued. In addition to providing support
for this rate, Columbia will also provide the corresponding applicable Treasury yield and the
implied yield spread. The Treasury yield will be as reported in Federal Reserve Statistical
Release, H.15 Selected Interest Rates (Daily) effective on the date a Note is issued. The implied
yield spread will be calculated by subtracting the Treasury yield from the Note’s interest rate.

Under this new methodology, the calculated yield spreads for a 20-year bond issued by BBB+
utilities is 199.51 bps. This is in line with what one would expect in the current rate environment.

The interest rate determined by the new methodology is more favorable to customers and more
reflective of the current environment as compared to the interest rate determined by the
methodology outlined in the latest Registration of Securities Certificate.
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C03820Y 4.4774 -.0277 4.4774 /4.4774

At 9/29 Op 4.4774 Hi 4.4774 Lo 4.4774 Prev 4.5051 Vol O
96) Export to Excel | |Page 1/6] Historical Price Table |
BFV USD US Utility BBB+ 20 Year High 47144 on 09/15/15
Range [EIRVEREN | - Period Low 3.6451 on  02/02/15

Market [GERIOCEEE | Currency Average 4,2568
View Price Table Net Chg 1707 3.96%
Date Mid Yield Date Mid Yield Date Mid Yield
Fr 10/02/1S Fr 09/11/15 4.575S| Fr  08/21/15 4,3828
Th 10/01/15 Th 09/10/15 4.6178| Th 08/20/15 4,4254
We 09/30/15 We 09/09/15 4.5824| We 08/19/15 4,4628
Tu 09/29/15 4.4774| Tu 09/08/1S 4.6200| Tu 08/18/15 4.4993
Mo 09/28/15 4.5051| Mo 09/07/15 4,5503)Mo 08/17/15 4,4485
Fr 09/25/15 4.5782| Fr  09/04/15 4,5503| Fr  08/14/15 4.4670
Th 09/24/15 4.5360| Th 09/03/1S 4,5907| Th 08/13/15 4.4559
We 09/23/15 4.,5768|We 09/02/15 4.6139|We 08/12/15 4.4172
Tu 09/22/15 4.5696| Tu 09/01/15 4,5884| Tu 08/11/15 4,3918
Mo 09/21/15 4.6343|Mo 08/31/15 4.6326/|Mo 08/10/15 4.4756
Fr 09/18/15 4.5498| Fr  08/28/15 4,5963| Fr  08/07/15 4.4101
Th 09/17/15 4.6251| Th 08/27/15 4.5876| Th 08/06/15 4.4723
We 09/16/15 4.7136|We 08/26/15 4.5744|We 08/05/15 4.5146
Tu 09/15/15[H 4.7144| Tu 08/25/15 4.4695( Tu 08/04/15 4.4670
Mo 09/14/1S 4,5959| Mo 08/24/15 4.3767|Mo 08/03/15 4.3940

Australia 61 2 9777 8600 Brazil 5511 2395 9000 Europe 44 20 7330 7500 Germany 49 69 9204 1210 Hong Kong 852 2977 6000
Japan 81 3 3201 8900 Singapore 65 6212 1000 U.s. 1 212 318 2000 Copyright 2015 Bloomberg Finance L.P.
SN 553854 EDT GMT-4:00 H270-2999-0 30-Sep-2015 09:30:33
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|Page 1/6| Historical Price Table |

US Treasury Yield Curve Rate T Note Constant Maturity 20 Year High 2,98 on  06/26/15
1170672014 I 09/29/2015 LY Low 2.04 on  01/30/15

Last Price Mid Line Currency Average 2.55 2.55

Price Tanle Net Chg -.35 -12.37%

Date| Last Price Mid Line Date| Last Price Mid Line Date| Last Price Mid Line

Fr 10/02/15 Fr 09/11/15 2.63 2,63| Fr 08/21/15 2.44 2.44
Th 10/01/15 Th 09/10/15 2.66 2.66{ Th 08/20/15 2.45 2.45
We 09/30/15 We 09/09/15 2.64 2.64| We 08/19/15 2.49 2.49
Tu 09/29/15 248 2.48{ Tu 09/08/15 2.66 2,66/ Tu 08/18/15 2,56 2.56
Mo 09/28/15 2,51 2.51| Mo 09/07/15 Mo 08/17/15 2.51 2.51
Fr 09/25/15 2.60 2,60| Fr  09/04/15 2.58 2,58| Fr  08/14/15 2.54 2.54
Th 09/24/15 2.55 2.55| Th 09/03/15 2.64 2.64| Th 08/13/15 2.54 2.54
We 09/23/15 2.60 2.60| We 09/02/15 2.66 2,66|We 08/12/15 2,52 2,52
Tu 09/22/15 2,60 2,60/ Tu 09/01/15 2,62 2,62| Tu 08/11/15 2.50 2.50
Mo 09/21/15 2,67 2.67|Mo 08/31/15 2.64 2.64{Mo 08/10/15 2.58 2.58
Fr 09/18/15 2.58 2.58| Fr  08/28/15 2,61 2.61) Fr 08/07/15 2.52 2.52
Th 09/17/15 2.69 2,69/ Th 08/27/15 2,61 2,61 Th 08/06/15 2.59 2,59
We 09/16/15 2.75 2.75|We 08/26/15 2.64 2.64|We 08/05/15 2.64 2.64
Tu 09/15/15 2.73 2.73| Tu 08/25/15 2.54 2,54/ Tu 08/04/15 2.59 2,59
Mo 09/14/15 2.62 2.62| Mo 08/24/15 2.42 2.42|Mo 08/03/15 2,55 2,55

Australia 61 2 9777 8600 Brazil 5511 2395 9000 Europe 44 20 7330 7500 Germany 49 69 9204 1210 Hong Kong 852 2977 6000
Copyright 2015 Bloomberg Finance L.P.

Japan 81 3 3201 8900

Singapore 65 6212 1000

uU.s.

1 212 318 2000

SN 553854 EOT GMT-4:00 H270-2999-0 30-5¢p-2015 09:32:16
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H.15 (519) SELECTED INTEREST RATES For use at 2:30 p.m. Eastern Time
Yields in percent per annum October 5, 2015
Instruments 2015 2015 2015 2015 2015 Week Ending 2015
Sep28 | Sep29 | Sep30 | Oct1 Oct 2 Oct2 | Sep25 | Sep
Federal funds (effective)' 23 0.13 0.13 0.07 0.13 0.13 0.12 0.14 0.14
Commercial Paperd 456
Nonfinancial
1-month 0.12 0.11 0.12 0.1 0.11 0.1 0.13 0.13
2-month 0.12 0.14 0.13 0.14 0.13 0.13 0.15 0.17
3-month 0.20 0.22 0.20 0.20 0.18 0.20 0.19 0.22
Financial
1-month n.a. 0.13 n.a. 0.10 0.15 0.13 0.15 0.15
2-month n.a. 0.16 0.20 0.21 0.21 0.20 0.20 0.21
3-month 0.25 0.22 0.27 0.26 0.27 0.25 0.27 0.27
Eurodollar deposits (London)? 7
1-month 0.19 0.19 0.19 0.19 0.19 0.19 0.19 0.19
3-month 0.33 0.33 0.33 0.33 0.33 0.33 0.33 0.33
6-month 0.46 0.46 0.46 0.46 0.46 0.46 0.46 0.46
Bank prime loan?3 ¢ 3.25 3.25 3.25 3.25 3.25 3.25 3.25 3.25
Discount window primary credit? ® 0.75 0.75 0.75 0.75 0.75 0.75 0.75 0.75
U.S. government securities
reasury bills (secondary market)® ¢
4-week -0.02 -0.01 -0.02 -0.01 -0.02 -0.02 -0.02 -0.00
3-month 0.01 0.01 -0.01 -0.02 0.00 -0.00 0.00 0.02
6-month 0.10 0.09 0.08 0.08 0.06 0.08 0.09 0.18
1-year 0.32 0.31 0.31 0.29 0.23 0.29 0.33 0.35
Treasury constant maturities
Nominal'®
1-month 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.01
3-month 0.01 0.01 0.00 0.00 0.00 0.00 0.01 0.02
6-month 0.10 0.09 0.08 0.08 0.06 0.08 0.09 0.18
1-year 0.34 0.33 0.33 0.31 0.25 0.31 0.34 0.37
2-year 0.67 0.64 0.64 0.64 0.58 0.63 0.70 0.71
3-year 0.97 0.92 0.92 0.92 0.85 0.92 0.99 1.01
5-year 1.42 1.37 1.37 1.37 1.29 1.36 1.47 1.49
7-year 1.80 1.74 1.75 1.75 1.67 1.74 1.86 1.88
10-year 2.10 2.05 2.06 2.05 1.99 2.05 2.16 217
20-year 2.51 2.48 2.51 2.49 244 2.49 2.60 2.62
30-year 2.87 2.85 2.87 2.85 2.82 2.85 2,96 2.95
Inflation indexed"!
5-year 0.40 0.34 0.30 0.24 0.14 0.28 0.32 0.33
7-year 0.57 0.51 0.48 0.42 0.33 0.46 0.51 0.52
10-year 0.71 0.66 0.65 0.59 0.51 0.62 0.66 0.65
20-year 1.06 1.04 1.05 0.99 0.93 1.01 1.04 1.01
30-year 1.28 1.27 1.29 1.23 1.18 1.25 1.28 1.24
Inflation-indexed long-term average'? 1.07 1.0 1.05 1.00 0.93 1.02 1.06 1.03
Interest rate swaps'?
1-year 0.51 0.50 0.50 0.50 0.46 0.49 0.51 0.53
2-year 0.78 0.76 0.756 0.76 0.69 0.75 0.80 0.83
3-year 1.03 1.01 0.99 1.00 0.92 0.99 1.06 1.11
4-year 1.26 1.23 1.20 1.21 1.12 1.20 1.30 1.34
5-year 1.46 1.42 1.39 1.40 1.31 1.39 1.50 1.55
7-year 1.78 1.74 1.70 1.71 1.62 1.7 1.83 1.87
10-year 2.09 2.04 2.01 2.01 1.93 2.01 2.15 2.19
30-year 2.59 2.55 2.53 2.51 2.46 2.53 267 2.68
Corporate bonds
Moody's seasoned
Aaa" 3.99 3.97 4,00 3.9 3.95 3.98 4,07
Baa 5.31 5.31 5.35 5.36 5.33 5.33 5.3 5.34
State & locat bonds'® 3.67 3.67 37 3.78
Conventional mortgages'® 3.85 3.85 3.89

See overleaf for footnotes.
n.a. Not available.
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I. Introduction

Please state your name and business address.

Nancy J. D. Krajovic, Southpointe Industrial Park, 121 Champion Way, Suite 100,
Canonsburg, PA 15317

By whom are you employed and in what capacity?

I am employed by Columbia Gas of Pennsylvania, Inc. (“Columbia” or the
“Company”) as State Finance Director.

What are your responsibilities as State Finance Director?

I am responsible for analysis and support in the financial planning, forecasting and
O&M and capital budgeting processes for Columbia and coordination with the
NiSource Corporate financial planning and budgeting processes.

What is your educational and professional background?

I hold a Bachelor’s of Science Degree in Accounting from Duquesne University and
a Master of Business Administration from the University of Pittsburgh’s Katz
Graduate School of Business. I was employed by the Pennsylvania Public Utility
Commission (“Commission”) from 1984 through 1987 as an auditor. From 1988
through 2007, I held various regulatory positions at Duquesne Light Company
including Regulatory Analyst, Rate Design Coordinator, Project Manager, Director
of Regulatory Affairs and Manager of Regulatory Affairs. In those positions I acted
as the primary interface with the Commission in the conduct of financial and
management audits of Duquesne Light. Additionally, I was responsible for the

interpretation and administration of Duquesne’s retail and supplier tariffs. In
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2007, I assumed the role of Manager, Commercial and Industrial Customers for
Duquesne Light and held that position until May 2009. In November of 2009, I
joined Columbia as Senior Regulatory Analyst and was promoted to Director of
Rates and Regulatory Affairs in June of 2011. In July of 2015 I transferred to my
current role as State Finance Director.
Have you previously testified before this Commission?
Yes, I have submitted written testimony before the Commission on Duquesne’s
behalf at the following dockets: 1-900005, M-00930404C001, R-00016854C001,
M-FACE0302, R-00061346 and P-00072247. 1 also presented oral testimony in
several formal customer complaint actions and at en banc hearings sponsored by
the Commission on energy conservation issues. Additionally, I have submitted
written testimony before the Commission on behalf of Columbia at the following
dockets: R-2011-2215623, R-2012-2293303, R-2012-2321748, R-2013-2351073, R-
2014-2406274, R-2014-2408268, R-2015-2468056, R-2015-2469665, P-2012-
2338282 and C-2011-2248370/A-2011-2276780.
‘What is the purpose of your testimony in this proceeding?
My testimony supports Columbia’s projected Operations and Maintenance
(“O&M?”) expenses for the Fully Forecasted Rate Year (through December 31, 2017),
that have been incorporated in Columbia witness Miller’s cost of service analysis.
What is the basis for the forecasted O&M expense included in the Fully

Forecasted Rate Year?
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The forecasted O&M expense included in the Fully Forecasted Rate Year test period
is derived from the Company’s most recent O&M budget.
How is Columbia’s O&M expense budget developed?
The O&M expense budgeting methodology used by Columbia is a combination of a
“top down” and “grass roots” approach. The O&M expense budget serves as a key
component of the overall Columbia budget and as a cost management tool for both
NiSource Corporate Services Company (“NCSC”) and Columbia management.
Please explain.
The NCSC management team, including Columbia’s management team, first
identifies general O&M requirements and planning objectives in conjunction with
NiSource Inc.’s senior management. These requirements and objectives are then
communicated to each successive layer of management and employees, as well as
the NCSC Financial Planning team, which is responsible for the development of all
NCSC budgets. It is the responsibility of these groups, working together, to ensure:
(1) that Columbia’s budgets, including O&M expenses, are developed in accordance
with overall financial goals and objectives; and (2), that individual company
operational and administrative requirements are addressed.
How is the O&M budget developed?
The O&M budget for Columbia is based on a grass roots concept in which
individuals who are responsible for approving expenditures are also responsible for

budgeting the expenditures. The process generally follows organizational

responsibility. Department heads are responsible for overseeing the development
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of O&M budgets for all cost centers under their control. Budgets originate in
operating center locations in the field and other departments representing
Columbia’s major business functions; these budgets are combined with a corporate-
level budget to arrive at a total company budget. I will discuss the corporate-level
budget later in my testimony.
Annually, the Company’s O&M budget is developed by department by cost element
with the assistance of the NCSC Financial Planning department. Each department’s
budget is reviewed with and approved by the NCSC Chief Financial Officer (“CFO”)
and Chief Executive Officer (“CEO”). This review includes a comparison of a series
of data points based on most recent experience. Specifically, the proposed O&M
budget is compared to the most recent year’s O&M budget as well as compared to
the prior year’s actual, experienced amounts. These comparisons help identify
trends and allow for measurement against management’s expectations. Once
finalized, the departmental O&M expense budget is incorporated into the business
unit’s operating plan.
Does that conclude the development of the O&M expense budgeting
process?
No. Upon agreement and sign-off on the departmental O&M expense budget, the
current year O&M budget is then developed in more detail (i.e., at the individual
cost center level) beginning in the preceding fourth quarter for the current year.

The process concludes in January.
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The current year detailed O&M budget is reviewed against actual results each
month throughout the year to determine the reasons for variances and to take
appropriate action. If known variances are the result of timing that will be resolved
within the year, then those variances are monitored closely but no further action is
taken, unless it is deemed, at some point during the year, that the variance will
result in a true budget variance at the end of the year. When the review of monthly
budget versus actual reveals variances that are expected to last throughout the year,
the Financial Planning department and NCSC CFO will work with Columbia
management to determine the drivers of the variances and steps to be taken to
reduce the variance to the overall budget. In the case of an unexpected underspend,
funds will be re-allocated to other departments within Columbia to complete
projects or work that may have been scheduled for future periods or work that was
on hold pending available funds. If the variance is expected to result in an
overspend, costs will be managed tightly within the department and Columbia as a
whole to mitigate the identified budget variance.
Does the O&M expense budgeting methodology described in your
testimony result in an accurate estimate of expenses to be incurred
during the Fully Forecasted Rate Year?
Yes. Columbia has experienced a variance of less than 3% to the original O&M
budget in four of the last seven years, with the only exceptions being 2011 and 2014,
when the variance was approximately 6.5% and 4.5%, respectively. Specifically, in

2011, Columbia experienced larger than budgeted pension contributions. When
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that factor was normalized, the remaining budget variance for the year was well
below 1%. In 2014, the variance to the budget was driven by a few key factors. One
factor was that $1.3 million of productivity savings was budgeted to help Columbia
achieve the overall budget objective established by management, but this savings
was not realized. In addition, NCSC Shared Services costs were higher than
expected primarily as a result of IT spend, as significant projects were ramped up.
Incentive compensation also drove this variance, as the payout was higher than
anticipated due to positive business results. Notably, in six of the last seven years,
Columbia has actually overspent the original O&M budget in the ranges noted,
which supports the fact that the O&M budget is a conservative approach for
ratemaking purposes. In 2015, Columbia underspent the original O&M budget by a
margin of 0.63%. Please refer to Exhibit NJDK-1 accompanying this testimony for
a comparison of actual results versus the annual original O&M budget for the years
2009 through 2015. Overall, this Exhibit indicates a high level of O&M budgeting
accuracy by Columbia and, accordingly, provides a high level of confidence as to the
accuracy of the O&M expenses included in the Fully Forecasted Rate Year.
Have you excluded certain cost categories from your comparison?
Yes. O&M expenses that are designed to match, or track against, revenues related
to specific programs or costs such as gas costs and low-income programs have been
excluded. Such revenue matching mechanisms have been previously approved by
this Commission, and ensure that there is no impact on net operating income. The

accounting treatment generally allows such expenses to be deferred as incurred and
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reclassified to expense when the recovery of program costs is recorded in revenue.
While these O&M expense variances may be material, there is a corresponding
offsetting revenue variance. For that reason, I have excluded these expenses from
the comparison so as not to distort the accuracy of the budget.
What is meant by the term corporate-level budget?
Earlier in my testimony I explained that Columbia’s budget for field operating
centers and other major business functions is combined with a corporate-level
budget to arrive at a total company budget. The corporate-level budget represents
categories that are budgeted at a NiSource-level, and not an individual Columbia
department level. This allows for each corporate-level department to focus
exclusively on the expenditures for which they are directly responsible. Examples of
O&M expenses included at the corporate-level are employee benefits, benefits
administration fees, audit fees, in-house legal, human resources, corporate
insurance, regulatory amortizations, and revenue trackers.
What are the principal assumptions used in the development of the
labor cost element for specific department budgets included in the
forecasted test period O&M expenses?
Labor expense is based on projected headcount and wage increase assumptions.
More detailed labor budgets are developed by projecting the year’s labor based on a
trend analysis. The projection includes estimates for headcount, gross salary,
overtime, vacation and sick time, and labor charges in from other departments.

This results in a sub-total for total labor dollars available by month, which will then
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be allocated between O&M accounts, capital, and charges to other departments.
That allocation involves developing an estimate for the following year’s O&M labor
budget based on the projected work by activity, and using the estimate to determine
how much of the labor budget should be allocated to O&M accounts. The
remaining labor resources are then allocated to capital or charged out to other
departments where work may be performed. A final reasonableness check is done
to compare the budgeted amount for capital labor against prior year actual charges
to ensure the numbers are in line with the most recent results.
Does your budgeting analysis include any projections regarding
Columbia headcount?
Yes, Columbia is projecting 660 and 689 active full-time employees for 2016 and
2017 respectively, and an overall wage increase guideline of 3% for exempt and non-
exempt employees. Labor costs for bargaining unit employees are based on the
contracts currently in place. The headcount is increasing above the ending Historic
Test Year level of 632 active full-time employees. These increases are driven by
both increases in Field Operations and System Operations to support safety
initiatives and ongoing compliance work as well as increases in Engineering and
Construction to support the efficient deployment of increased levels of capital
associated with Columbia’s aggressive infrastructure replacement program.
Please explain how non-labor activities or events are taken into account

in the development of the O&M expense budget?
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Non-labor expenses start with the assumption that amounts are to be held relatively

flat year to year reflecting a normal, ongoing level of expenses and further adjusted

for incremental activities or events that are reasonably expected to occur.

The Future Test Year and Fully Forecasted Rate Year Outside Services budgets
reflect inflationary cost increases associated with the continuation of work activities

at historical levels as well as planned incremental work volume in targeted areas.

The targeted areas in the detailed work plan for the Future Test Year include
vacuum excavation associated with facility locating and global positioning system
(“GPS”) remediation, accelerated GPS data collection, corrosion remediation and
regulator station maintenance, field assembled riser replacements, and increased
inside leak inspections. Incremental funding is included in the Future Test Year for

the continued curriculum development in Operator Qualification (“OQ”) training.

The work plan for the Fully Forecasted Rate Year, the detail of which will be driven
largely by the actual work performed in the Future Test Year and intelligence
gathered by Operations personnel on system conditions as they exist going into
2017, includes additional funding for abnormal operating conditions (“AOC”)
identified during the Future Test Year and leak survey synchronization. Additional

funding is allocated for continued training development.
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Please describe the basis for the corporate-level budgets described on
page 7 and included in Columbia’s overall O&M budget.
Corporate-level budgets provided to Columbia include several major categories.
Employee benefits expenses are based on information provided by NiSource’s
independent actuary, AON Hewitt. For instance, the pension costs projected in the
budget for the rate year are part of the actuarial estimates provided by AON Hewitt.
Corporate insurance expenses are based on estimated property and casualty
premium costs developed by NiSource’s Corporate Insurance Department. Audit
fees are based on estimates developed by NiSource Accounting.
Telecommunications expenses are based on estimates developed by NiSource
Information Technology. NCSC Shared Service expenses are based on estimates of
services to be performed by NCSC, NiSource’s shared services company, for
Columbia, and are included in the NCSC Shared Services budget. This year, that
budget has been broken down into two cost elements, NCSC - Shared Services and
NCSC - Shared Operations. Please refer to pages 18-19 of Columbia witness Miller’s
testimony for an explanation of the distinction between these cost elements.
Benefits administration fees and incentive plan expenses are based on estimates
developed by NiSource Human Resources.
How are the budgets developed for the corporate-level O&M expense
budgets?
NCSC Shared Services budgets, such as the legal and human resources budgets, are

based on the individual budgets developed by each NCSC department. Similar to
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Columbia’s O&M budgeting methodology, NCSC budgets its O&M expenses by cost
categories such as labor, materials, outside services and other expenses. In
addition, each NCSC department is allocated a portion of NCSC'’s indirect costs,
such as benefits, taxes, depreciation and other expenses to arrive at a fully loaded
cost. The fully loaded corporate-level budget is allocated to Columbia and other
NiSource companies through the NCSC Shared Services budget using an allocation
basis or bases as determined by each department.
What allocation bases are available to each NCSC department for
allocating their budgets to NiSource companies?
The direct costs from NCSC departments, as mentioned above, such as labor,
materials, outside services and other expenses are allocated based on methods as
deemed appropriate by department management. Please refer to Exhibit 4,
Schedule 11, Attachment B.
What is the O&M expense level for the Historic Test Year and Fully
Forecasted Rate Year?
O&M expense before ratemaking adjustments is $132,545,046 for the Historic Test
Year ended November 30, 2015, $145,283,000 for the Future Test Year and
$153,131,000 for the Fully Forecasted Rate Year ending December 31, 2017,
increases of $12,737,954 and $7,848,000 respectively before pro forma ratemaking

adjustments.!

1 This testimony compares O&M expenses independent of expense items specifically tracked against revenues
as discussed earlier in this Statement.
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Please explain the key variances in O&M expense levels between the
Historic Test Year and the budgeted amounts for the Future Test Year.
Please refer to Exhibit 104, Schedule 1, Page 3, for a breakdown of the O&M
expense variances from the Historic Test Year to the budgeted Future Test Year
ended November 30, 2016. The methodology for how labor is budgeted has been
covered in my earlier testimony. Please refer to Exhibit 104, Schedule 10, Page 1,
for an illustration of the $765,766 increase in labor from the normalized Historic
Test Year to the budgeted Future Test Year.
Incentive compensation decreases from the Historic Test Year to the Future Test
Year, despite the increase in labor, due to the fact that actual financial and key
metric results in the Historic Test Year resulted in an incentive compensation
payout above the targeted level. The budget for all future years is always calculated
at the target level, which creates the year over year decrease from the Historic Test
Year to the Future Test Year.
As mentioned previously, the budgeted amount for benefit expenses such as
pension, other postemployment benefits (“OPEB”) and other benefits, is based on
actuarial estimates provided by NiSource’s independent actuary AON Hewitt. The
change in benefits from the Historic Test Year amount to the Future Test Year
budget is driven by a decrease in pension funding partially offset by an increase in
Other Employee Benefits, specifically for increases in 401(k) and medical and

dental benefit expenditures.
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The increase in Qutside Services from the Historic Test Year to the Future Test
Year, as described earlier in my testimony, is illustrated at Exhibit 104, Schedule 11,
Page 1.
Rent and Lease Expense has increased, primarily due to: (1) the anticipated
completion of the construction of the training facility and the PA North Operations
Center; and (2) the inclusion of a full year of lease payments for the York and New
Castle facilities, which were not occupied for the entirety of the Historic Test Year.
Please see Exhibit 104, Schedule 12, Page 1, for a breakdown of the increase in rents
and leases by location.
The increase in Materials and Supplies expense results from a historical upward
trend in spending forecasted out for the Future Test Year, as explained previously.
The increase between the historic test year and future test year is partially
influenced by the timing of expenditures in those periods.
The other O&M increase reflects utility expenses for new facilities and deferral
amortization adjustments.
The increases in NCSC Shared Services and NCSC Shared Operations are explained
in detail at Exhibit 104, Schedule 13, Page 1, and Exhibit 104, Schedule 14, Page 1,
respectively.
Please explain the key variances in O&M expense levels between the
Future Test Year and the budgeted Fully Forecasted Rate Year.
Please refer to Exhibit 104, Schedule 1, Page 4, for a breakdown of the O&M

expense variances from the Future Test Year to the budgeted Fully Forecasted Rate
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Year. The methodology for how labor is budgeted has been covered in my earlier
testimony. Please refer to Exhibit 104, Schedule 10, Page 2, for an illustration of the
$1.8 million increase in labor from the normalized Future Test Year to the budgeted
Fully Forecasted Rate Year.
Incentive compensation increases from the Future Test Year to the Fully Forecasted
Rate Year, commensurate with the increase in labor costs.
As mentioned previously, the budgeted amount for benefit expenses, such as
pension, OPEB and other benefits, are based on actuarial estimates provided by
NiSource’s independent actuary AON Hewitt. The change in benefits from the
Future Test Year amount to the Fully Forecasted Rate Year budget is driven by a
decrease in pension funding partially offset by an increase in Other Employee
Benefits, specifically for increases in 401(k) associated with incremental headcount
and a projected increase in active medical expense.
The increase in Outside Services from the Future Test Year to the Fully Forecasted
Rate Year, as described earlier in my testimony, is illustrated at Exhibit 104,
Schedule 11, Page 2.
The decrease in Rent and Lease Expense reflects the expiration of certain facility
leases and net changes in monthly lease payments, as illustrated on Exhibit 104,
Schedule 12, Page 2.
The decrease in Materials and Supplies expense results from the netting of the

historical trend in spending forecasted out for the Future Test Year and the
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normalization of the timing of expenditures described between the historic and
future test years.
The increases in NCSC Shared Services and NCSC Shared Operations are explained
in detail at Exhibit 104, Schedule 13, Page 2, and Exhibit 104, Schedule 14, Page 2,
respectively.
Are there any other matters that you would like to address?
Yes. Columbia’s case at R-2015-2468056 reflected an adjustment to NCSC -
Shared Services expenses to remove the cost of Phantom Stock in the future test
year and fully forecasted rate year. There are no such adjustments in this
proceeding because Phantom Stock is not included in the future test year or fully
forecasted rate year budgets.

Does this complete your direct testimony?

Yes, it does.



Columbia Gas of Pennsylvania, Inc.

and Mair

of O

Budget

CE 2010 2011 2012 2014

Labor 23,873 23,108 22,910 23,693 25,709 25,251 28,309
Incentive Compensation 293 1,171 1,149 1,249 1,238 1,333 1,584
Pension 2,119 6,005 6,598 - 3 1,137 E
OPEB 715 1,065 492 (154) (284) (550) (1,378)
Other Employee Benefits 5,076 6,363 6,509 6,184 6,454 4,584 4,791
Outside Services 15,636 15,175 13,094 12,123 12,104 22,311 26,079
Rent and Leases 1,314 1,374 1,458 1,615 1,887 2,273 4,791
Corporate Insurance 3,116 3,574 3,413 3,048 3,004 3,087 4,516
Injuries and Damages 1,209 944 795 630 630 500 500
Employee Expenses 1,109 1,046 1,163 1,142 1,295 1,305 1,640
Company Memberships 347 345 249 292 262 256 256
Utilities and Fuel Used in Company Operations 675 570 567 503 1,167 1,303 1,310
Advertising 500 185 170 170 470 170 170
Fleet 4,663 4,104 4,421 5,046 5,452 5,708 5,728
Materials & Supplies 4,929 4,767 4,775 4,899 4,649 5,024 5,067
Other O&M (3,987)  (3,780) (116) (783) 60 (1,906) (434)
PUC, OCA, OSBA Fees 1,673 1,953 1,354 1,454 1,699 1,583 2,161
NCSC Shared Services & NGD Shared Operations 31,889 38,399 37,740 39,742 44,597 47,962 49,533
Amortization 82 75 (243) (1,446) (1,455) 185 267
Lobbying (Amount included in above Cost Elements)
95,231 106443 106,498 99,407 108,941 121,516 134,890

Expense Budget vs. Actual

Actuals

2009 2010 2011 2012 2013 2014 2015
23,153 23,577 22,845 23,996 25,124 25,818 27,980
1,303 1,628 1,649 1,690 1,845 1,816 1,791
392 5,799 13,088 91 2,489 1,131 14
1,683 775 (213) 88 (454) (1,298) (1,336)
4,995 7,472 6,210 5,880 5,635 5,432 5,992
15,180 15,440 13,244 12,133 14,113 22,070 22,951
1,306 1,207 1,348 1,485 1,699 1,699 2,252
3,045 3,241 2,926 2,763 2,734 2,796 2,899
605 545 340 241 305 (185) 381
1,405 1,450 1,553 1,465 1,376 1,264 1,415
295 250 293 262 249 313 479
451 417 487 1,094 1,247 1,244 1,287
389 281 167 133 243 236 207
4,650 4,726 5,092 5,357 5,780 6,106 5,956
4,741 4,967 4,412 4,353 5171 5,343 5,873
(3,527)  (3,005) 157 (63) 31 512 306
1,721 1,539 1,348 1,523 1,585 1,815 2,161
34,023 36,457 38,899 40,164 43,374 50,760 53,169
82 0 (489) (1,446) (594) 185 267

95,892 106,766 113,356 101,209 111,952 | 127,057 134,044

Exhibit NJDK-1

Page 1 of 1
Variance

09 2010 2011 2012 2013 2014 015
(720) 469 (65) 303 (585) 567 (329)
1,010 457 500 441 607 484 207
(1,727) (206) 6,490 91 2,486 (6) 14
968 (290) (705) 242 (170) (748) 42
(81) 1,109 (299) (304) (819) 848 1,201
(456) 265 150 10 2,009 (241) (3,128)
(8) (167) (110) (130) (188) (574)  (2,539)
(71) (333) (487) (285) (270) (291) (1,617)
(604) (399) (455) (389) (325) (685) (119)
296 404 390 323 81 (41) (225)
(52) (95) 44 (30) (13) 57 223
(224) (153) (80) 591 80 (59) (23)
(111) 96 3) (37) (227) 66 37
(13) 622 671 311 328 398 228
(188) 200 (363) (546) 522 319 806
460 774 272 720 (29) 2,418 740

48 (413) 5) 69 (114) 232 -
2,134 (1,942) 1,159 422 (1,223) 2,798 3,636

(0) (74) (246) (0) 861 - -

661 324 6,858 1,802 3,011 5,542 (846)
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Please state your name and business address.
My name is Panpilas W. Fischer. My business address is 290 W. Nationwide Blvd.,
Columbus, Ohio 43215.
By whom are you employed and in what capacity?
I am employed by NiSource Corporate Services Company (“NCSC”), a management
and services subsidiary of NiSource Inc. (“NiSource”). My current title is Tax
Director at NCSC.
Please briefly describe your professional experience.
I began my career with KPMG as a staff auditor in 1987. I then joined the firm of
Clark, Schaefer, Hackett and Co., CPAs, as a Senior Auditor in 1989 where I
performed financial audits, reviews and compilations, and prepared and reviewed
tax returns for corporations, partnerships, and individuals. In October 2000, I
started working as a tax analyst for NCSC and assumed various roles in the tax
department. In October 2015, I was promoted to my current position.
Please describe your educational background.
I received a Bachelor of Business Administration in Accounting in 1987 from The
Ohio State University. I am a Certified Public Accountant and member of the Ohio
Society of Certified Public Accountants.
What are your responsibilities in your current position?
In my current position with NCSC, my principal responsibilities include
supervision and preparation of all of Columbia Gas of Pennsylvania, Inc.’s
(“Columbia” or “the Company”) income tax activities including the booking of

income tax accruals and deferred tax entries, the filing of income tax returns, tax
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research and planning and the preparation of income tax data and related
testimony for rate proceedings.
Have you previously testified before this or any other regulatory
agency?
I have previously provided testimony to the Pennsylvania Public Utility
Commission (“Commission”), the Kentucky Public Service Commission, the Public
Utilities Commission of Ohio, the Public Service Commission of Maryland and the
Commonwealth of Virginia State Corporation Commission.
What is the purpose of your testimony in this proceeding?
The primary purpose of my testimony is to present and support Columbia’s income
tax and other tax expense included in the cost of service. The filing includes federal
and state income tax recovery, reduction of rate base for deferred income taxes, as
well as a reduction to tax expense resulting from the Company's 2008 change in
tax method of accounting for repairs. The income tax calculations are included in
Exhibit 7 for the Historic Test Year (the twelve month period ending November 30
2015) and Exhibit 107 for the Future Test Year (the twelve month period ending
November 30, 2016) and Fully Forecasted Rate Year (the twelve-month period
ending December 31, 2017). Taxes other than income tax are included in Exhibit 6
and Exhibit 106.
Will you explain the basis for the income tax calculations for the
Historic Test Year?
The tax calculations were made in accordance with federal and state laws. The

federal tax rate is 35% and the Pennsylvania tax rate is 9.99%. The Historic Test
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Year tax calculations have been impacted by certain items that have been
historically treated as flow-through or deferred in rate making proceedings.
Can you explain the flow-through items included in the tax provision?
Prior to 1981, federal tax statutes did not require full normalization of accelerated
tax depreciation versus book straight line depreciation recovered in rates.
Beginning in 1981 for Columbia, normalization, under the Internal Revenue Code,
does not permit the flow-through or refund of accelerated depreciation benefits by
a utility to its customers. Such benefits must be provided for in a deferred tax
reserve, and that reserve may be allowed as a rate base reduction. Prior to 1984,
the Company flowed-through the benefits of accelerated depreciation for vintage
years prior to 1981. Beginning in 1984, the Company began to normalize the
remaining book versus tax differences on Asset Depreciation Range vintages (1971
through 1980) based upon the Commission’s order in Docket No. R-832493. For
the Historic Test Year, we are in a position where the Company has very little in
terms of tax depreciation remaining on pre-1981 assets. Thus, we are in a
turnaround position, since book depreciation is now higher than tax depreciation.
In addition, the Company has excess deferred taxes that were originally
computed at a 46% federal tax rate for 1981-1987 vintages that are being refunded
in rates under the Average Rate Assumption Method (“ARAM”). This method
required the Company to keep deferred taxes intact until book depreciation
exceeds tax depreciation for those vintage years, and to flow back the deferred tax
excess between the 46% rate and the current 35%. Since most of the property was

15 year property for federal purposes, the excess is in a turnaround situation. The
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company projects to record lower tax expense by $89,482 in its federal tax
provision related to the excess deferred taxes for the Fully Forecasted Rate Year.
How is Columbia handling the reduction in tax caused by the 2008
change in method of accounting for repairs?
As agreed in the settlement of Columbia’s 2010 rate case (Docket No. R-2009-
2149262), a refund of the $37,487,634 is being made to customers, which reflects
the cash benefit received in 2009 for the tax year 2008 method change. As of
December 31, 2014, a total of $35,442,920 was amortized as agreed in the
settlement of Columbia’s 2012 rate case (Docket No. R-2012-2321748) and an
additional $2,044,714 is being amortized through the period ended December 31,
2016, as agreed in the settlement of Columbia’s 2014 rate case (Docket No. R-2014-
2406274), which leaves a remaining unamortized balance at December 31, 2015 of
$681,571. This case reflects the remaining $681,571 as of December 31, 2015 being
amortized over 12 months in the Future Test Year which represents a full
amortization of the refund by the beginning of the Fully Forecasted Rate Year. As
provided in the 2010 Rate Case settlement, the amortization is without interest and
without a deduction of the unamortized balance from rate base.
How does the change in method impact Columbia’s taxable income
going forward?
For a period of time, the repairs deduction is anticipated to exceed deductions if
the plant had been capitalized for tax purposes, and thus will continue to result in a
reduction to taxable income. However, beginning post October 18, 2011 (the

effective date of Columbia’s 2010 rate case) the repairs deduction is being
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normalized under deferred tax accounting, so there will be no impact on total
federal tax expense.
Are there any other items treated as flow-through in the rate-making
process?
Yes. The Company continues to reduce its income tax allowance for the net cost of
retirements, which is allowed as a deduction on its tax return. In addition, there
are three permanent differences included in the tax provision. Permanent
differences are items of income or expense that will never be included in the federal
tax return. Items increasing tax expense as a result of being non-deductible
include expenses for a portion of business meals, employee stock purchase plan
compensation, and a portion of lease expense on vehicles.
How has the Company handled Pennsylvania Corporate Net Income
Taxes in its calculation of deferred income taxes for depreciation?
The Company, based on prior Commission orders, has not normalized deferred
state income taxes. The Company continues to flow-through the state income tax
benefits of accelerated depreciation on its book depreciable assets. I note that the
Company is not permitted to claim the benefit of bonus depreciation deductions in
the test years, and adjusts federal accelerated tax deductions in future years for
disallowed bonus depreciation.
Did the Company receive a refund from Pennsylvania for the change in
method?
No. The Company had a $145.0 million net operating loss for 2008 that it carried

forward into 2009 and will carry forward into future years. The Company reduced
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its Pennsylvania taxable income by 15% of taxable income in 2009. The Company
also had a $3.7 million net operating loss for 2010 and a $69.7 million net
operating loss for 2011 that is being carried forward. For tax years in 2015 and
thereafter, the Company is permitted to use the loss carryforward as a state income
tax deduction equal to the higher of $5,000,000 or 30% of taxable income. The
Company’s claimed tax expense takes such benefit into account.
Are you aware of any changes that could impact the utilization of the
Pennsylvania net operating loss?
Yes, in a recent ruling, the Commonwealth Court of Pennsylvania found in favor of
a taxpayer who challenged the statutory limitations on the use of the net loss
carryforward discussed above, on the grounds that it violates the uniformity
requirement of the Pennsylvania Constitution (Uniformity Clause).! I have been
advised by counsel that this case will likely be appealed by the Commonwealth and
reviewed by the Pennsylvania Supreme Court. Pending a decision from the
Pennsylvania Supreme Court, the Company will continue to apply the loss
carryforward limitation in its calculation of state income tax expense and, as stated
previously, has taken the loss carryforward limitation into account in the
calculation of the Company’s claimed tax expense in this case.
Was a Consolidated Tax Adjustment included in the claim in this case?
Similar to the Company’s 2015 base rate case, a Consolidated Tax Adjustment was
not included in this case, because Columbia was a loss company on average for the

three year period 2012-2014. The loss is the result of 50-100% bonus depreciation

! Nextel Communications of the Mid-Atlantic, Inc., v. Commonwealth of Pennsylvania, 129 A.3d 1 (Pa. Commw.

2015).
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allowed under federal tax law (the Tax Relief, Unemployment Insurance
Reauthorization and Job Creation Act of 2010, the American Taxpayer Relief Act of
2012 and the Tax Increase Prevention Act of 2014). Additional federal tax law, The
Protecting Americans from Tax Hikes Act of 2015, extended 50% bonus
depreciation for most assets placed in service during the Historic Test Year. Under
these circumstances, it is appropriate not to apply a consolidated income tax
adjustment in this case. Nevertheless, I have provided details of the income and
losses of affiliated companies for the three year period in Exhibit No. 7, pages 2
through 4.
Are there other reasons why a consolidated tax adjustment is not
appropriate?
Yes, most of the "tax loss" generated by the NiSource system is the result of tax
deductions generated by debt issued to finance the acquisition of Columbia Energy
Group. As shown on Exhibit No. 7, pages 3 and 4, over $187 million of the $260
million of average annual losses for unregulated companies, arises from this debt,
which is recorded as a loss for NiSource Inc. The cost of this debt is not reflected in
Columbia's rates and the debt does not finance rate base. Since the debt cost
associated with those incremental investments outside of the rate base is not
reflected in Columbia's rates to customers, it is not appropriate to provide the tax
deductions associated with such cost to ratepayers.
Can you summarize the impact of your testimony on historic and
proposed income tax expense?

Yes, for the Historic Test Year, page 19 of Exhibit 7 delineates total pro forma tax
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expense of $46,897,546. This total includes $5,057,356 of state income taxes,
which is based on $148,889,113 of operating income less $28,023,975 of interest
expense on debt for total pre-tax income of $120,865,138, resulting in an effective
state income tax rate of 4.18%. This reduced expense, as compared to the
Pennsylvania statutory rate of 9.99%, is a result of the flow through treatment of
accelerated depreciation deductions and loss carryforward deductions for state
income tax purposes. The expense for federal income taxes is $41,840,190 or
34.62%, of the pre-tax income less state income taxes. This 34.62% expense is .38%
less than the federal statutory rate of 35%. The difference is largely attributable to
the tax repairs refund amortization being flowed through in rates.
Please continue with respect to the Fully Forecasted Rate Year.
For the proposed income tax recovery, the amounts can be found on Exhibit 107,
pages 16 and 17. The same individual items creating a variance from statutory
rates in the historical data, create a variance in proposed rates. Minor adjustments
have been made to reflect forecasted numbers during the Fully Forecasted Rate
Year.
How have taxes impacted the Company’s rate base?
Exhibit 107, page 5, delineates the reduction in rate base for deferred income taxes.
The amounts include deferred taxes on net utility plant that have or will be
normalized by the end of the Fully Forecasted Rate Year, as well as deferred taxes
on inventory and customer advances.

How has the deduction for 263A mixed service costs impacted deferred

taxes in rate base?



S O A~ W

~

10
1
12
13
14
15
16
17
18
19
20
21

22

23

P. W. Fischer
Statement No. 10
Page 9 of 12
As agreed in the settlement of Columbia’s 2012 rate case (R-2012-2321748), the
Company has been given permission to normalize this deduction for federal
income taxes and treat the deferred taxes as a reduction to rate base. The
adjustment can be found on Exhibit 107, page 9, line 18.
Is there an inclusion of deferred taxes for the Federal Net Operating
Loss in rate base?
In the Historic Test Year, the deferred tax asset for the Federal Net Operating Loss,
which represents the remaining balance of un-utilized net operating loss, is
$17,952,226 as shown in Exhibit 7, page 9. The Company has experienced net
taxable losses for the years 2010, 2011, 2012, and 2013 as a result of taking
deductions for 50-100% bonus depreciation, resulting in the deferred tax asset
being recorded for the un-utilized net operating losses. 50% bonus depreciation
deductions were taken in 2010, 2012, and 2013 and 100% bonus depreciation
deductions were taken in 2011 as permitted under tax laws in effect per my
testimony on page 7. In 2014, the Tax Increase Prevention Act of 2014 extended
50% bonus depreciation to assets placed in service in 2014 and, in 2015, the
Protecting Americans Against Tax Hikes Act of 2015 extended bonus depreciation
another 5 years with 50% bonus depreciation for assets placed in service in 2015,
2016, and 2017, 40% bonus depreciation for assets placed in service in 2018 and
30% bonus depreciation for assets placed in service in 2019, thereby extending the
time when the net operating loss will be utilized. The deferred tax asset represents
the cash benefits the Company has not received because of the net operating losses.

The deferred tax asset is included in rate base because the Company cannot reflect
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an increase in deferred taxes for tax depreciation deductions that have not been
realized. To do so would violate the principles of the normalization requirements
under the Internal Revenue Code. Past IRS rulings addressing this issue have made
it clear that companies cannot reduce rate base for benefits that have not been
realized. The deferred tax asset for the un-utilized net operating losses will increase
throughout 2017, as bonus depreciation legislation has been enacted for assets
placed in service through 2019. Due to the net operating losses generated by bonus
depreciation deductions in the aforementioned years, the expectation is that the
Company will not utilize all of its net operating losses until the end of 2022.
Therefore, there is an increase to rate base on Exhibit 107, Page 5, of $31,150,831,
as a deferred tax asset for the amount of unutilized net operating loss for the Fully
Forecasted Rate Year.
Please explain the adjustment to deferred taxes for the Fully
Forecasted Rate Year on Exhibit 107, Page 5.
Whenever there are estimated changes in the deferred taxes that occur in a future
rate period, the Normalization requirements of the Internal Revenue Code require
that the deferred taxes be reflected on a pro rata basis as provided under Reg.
Section 1.167(1)-1(h)(6)(ii). A future test period is defined as that portion of the test
period after the effective date of the rate order. Under the pro rata basis, the
change in the deferred taxes is determined by multiplying the change by a fraction
of the number of days remaining in the period at the time such change is to be
accrued over the total number of days in the future period. Applying this

calculation resulted in a decrease to deferred taxes of $30,921,471.
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Are you sponsoring any other expense adjustments?
Yes. I am also sponsoring adjustments for Federal Insurance Contribution Act
(“FICA”) Tax, Property Tax, Capital Stock Tax and License and Franchise Tax.
These adjustments are delineated on Exhibits 6 and 106.
Please explain the FICA adjustment.
The adjustment represents an increase in FICA taxes as they apply to the payroll
adjustments discussed in Company witness Miller’s testimony (Columbia
Statement No. 4). An increase in payroll taxes of $97,409 is reflected in the
annualized Historic Test Year. Please see Exhibit No. 6, Schedule 2, Page 3 of 5 for
the calculation. For the Fully Forecasted Rate Year, the Company is projecting a
higher payroll base, thus increasing payroll taxes by $137,620. Please see Exhibit
No. 106, Schedule 2, Page 3 of 5 for the calculation.
Please explain the property tax adjustment.
The PURTA tax and the locally assessed property tax on Pennsylvania property are
both consistent with the most recent year-end tax levels as of December 31, 2014.
The West Virginia tax for gas stored underground was developed using the
December 31, 2014 assessed value and the 2014 tax rate. This annualized level of
$580,697 is higher than the Historic Test Year level of $550,626, as shown on
Exhibit 6, Schedule 2, Page 4 of 5, resulting in an upward adjustment of $30,071.
The detail supporting this calculation for the Fully Forecasted Rate Year is
provided on Exhibit 106, Schedule 2, Page 4 of 5. The pro forma Fully Forecasted
Rate Year reflects a downward adjustment of $117,338 from the annualized level as

a result of using the December 31, 2015 assessed value and the 2014 tax rate which
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is the latest available at this time.
Please explain the Capital Stock tax adjustment.
Similar to the property tax adjustment, the capital stock tax adjustment begins
with the last known basis as of December 31, 2014. To this end, the 2015 rate was
applied, resulting in a $24,219 downward adjustment from the Historic Test Year
level. The major reason for the adjustment downward is the rate decrease due to
the phase out of the Pennsylvania Capital Stock Tax. The capital stock tax for the
pro-forma Fully Forecasted Rate Year ending December 31, 2017 is $0 using a rate
of .000 because, under current legislation, the capital stock tax is completely
phased out by the end of 2016. This represents a downward adjustment of
$206,485 from the annualized level of $206,485.
Please explain the License and Franchise Tax adjustment.
The License and Franchise tax annualized level of $7,343 is the same as the
Historic Test Year level. This amount reflects the latest West Virginia franchise tax
liability for the Company. The pro forma Fully Forecasted Rate Year was not
adjusted from this level.
Please explain the Other Tax adjustment on Exhibit 106, Schedule 2,
Page 2.
Other taxes are primarily comprised of excise tax. The annualized level of $8,749
was not adjusted for the Historic Test Year. The pro forma Fully Forecasted Rate
Year was also not adjusted from this level.
Does this conclude your testimony?

Yes.
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Please state your name and business address.
Mark Balmert, my business address is 200 West Nationwide Boulevard, Columbus,
Ohio 43215.
By whom are you employed and in what capacity?
I am Director of Regulatory Strategy & Support for NiSource Corporate Services
Company (“NCSC”). NCSC provides, among other services, accounting and
regulatory-related services for the subsidiaries of NiSource Inc. (“NiSource™). I am
testifying on behalf of Columbia Gas of Pennsylvania, Inc. (“Columbia” or the
“Company”), which is one of the NiSource local distribution companies.
What are your responsibilities?
My section within NCSC is responsible for the preparation and support of special
regulatory studies, such as allocated cost of service (“ACOS”) studies, lead lag
studies, revenue development, and rate design in support of rate proceedings for
the six NiSource Gas Distribution Companies, which consist of Columbia Gas of
Maryland, Columbia Gas of Kentucky, Bay State Gas Company (d/b/a Columbia
Gas of Massachusetts), Columbia Gas of Ohio, Columbia Gas of Pennsylvania, and
Columbia Gas of Virginia.
What is your educational and professional background?
I graduated from The Ohio State University in June of 1979, earning a Bachelor of
Science Degree in Business Administration with a major in accounting. I have been
employed by various entities within the Columbia Energy Group and its successor,

NiSource, in capacities related to rates, regulatory accounting and compliance, and
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information technology applications since October 1979. In February of 2012, I was
named Directory of Regulatory Strategy & Support for NCSC, which is the position I
currently hold.
Have you previously testified before this Commission?
Yes. I have testified before this Commission as well as the Public Utilities
Commission of Ohio, the Virginia State Corporation Commission, the New
Hampshire Public Utilities Commission, the Kentucky Public Service Commission,
the Public Service Commission of Maryland and the Massachusetts Department of
Public Utilities.
What is the purpose of your testimony in this proceeding?
I am sponsoring Columbia’s ACOS studies in this matter. As required by Section
53.53 III, Items 1 and 9 of the Commission’s regulations, I prepared ACOS
studies by rate class at present and proposed rates (Item 1) and a cost analysis
supporting minimum charges for all rate schedules (Item 9). The studies and cost
analysis are presented in Exhibit 111. Item 10 of Section 53.53 III requires a cost
analysis supporting demand charges. I did not prepare a cost analysis for demand
charges because Columbia’s present and proposed tariffs do not contain
distribution demand charges.
Please describe Exhibit No. 11.
Exhibit No. 11 addresses the Commission’s filing requirements regarding ACOS
studies and rate design as required by Section 53.53 III. The Company’s ACOS

studies are presented in Exhibit No. 111 and a detailed description of the
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methodologies are included in this testimony. The ACOS studies are based on the
fully forecasted rate year ending December 31, 2017.
Are you responsible for the ACOS studies presented in Exhibit No.
111?
Yes, I am.
Three ACOS studies are included in Exhibit No. 111. Is that correct?
Yes.
Why did you conduct three ACOS studies?
Columbia has filed two studies in its base rate proceedings since the early 1980s
that provide the outside limits of the possible allocations of mains to the various
classes of service. The customer-demand study (Exhibit No. 111, Schedule 1)
produces results that are generally more favorable to the industrial class while
the peak and average study (Exhibit No. 111, Schedule 2) produces results that are
generally more favorable to the residential class. Columbia recognizes that no one
cost of service study is the “right” study and in the past believed the results of two
such studies provided a reasonable range of returns for use as a guide in
establishing appropriate rates.
What is the basis of the third study and why did Columbia file it?
The third study, as presented in Exhibit No. 111, Schedule 3, is an average of the
customer-demand study and the peak and average study. Columbia continues to

believe that the customer-demand study and the peak and average study provide

a reasonable range, and that the average study with its equal weighting of the two
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studies, provides the Company, the parties and the Commission with a set of
returns that can be used as a benchmark or guide in revenue allocation. The
average study is another tool that is used in setting rates based on the cost to
serve.
Could you provide a list of the schedules, and attachments you are
sponsoring through your testimony?
Yes. For purposes of clarity, the table below lists all the schedules and

attachments that I am sponsoring.

Schedule/Attachment Description
Exh. No. 111, Schedule No. 1 Customer-Demand Study
Exh. No. 111, Schedule No. 2 Peak & Average Study
Exh. No. 111, Schedule No. 3 Average Study

Statement No. 11, Exhibit MPB-1 | Development of Allocation Factors
Statement No. 11, Exhibit MPB-2 [ Calculation of Allocation Factors
Statement No. 11, Exhibit MPB-3 | Factor Selection and Rationale

Statement No. 11, Exhibit MPB-4 | Intra-Class Adjustment of Storage
Carrying Costs

Could you briefly describe the format of the ACOS studies that you are
sponsoring?

The format is generally identical for the three studies except for the customer-
demand study, Schedule No. 1. It contains 30 pages, while the peak and average
study in Schedule 2 and the average study in Schedule 3 each contain 13 pages. The
customer-demand study contains the customer charge studies, which I will be
discussing later in my testimony, on pages 14 through 30 of Schedule No. 1. The

rates of return that are shown on page 1 of each study are based on income
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generated using proposed rates, with page 2 showing the rates of return generated
using current rates. Both page 1 and page 2 summarize the same allocated cost of
service with the exception of income taxes and uncollectibles, which vary with the
changes in revenue as a result of the change in current rates to proposed rates. The
allocation of gross plant investment is shown on page 3, while page 4 contains the
reserve for depreciation and page 5 contains depreciation and amortization
expenses. Revenue by account and rate schedule is summarized on page 6 for both
current and proposed rates and pages 7 and 8 contain the allocation for operation
and maintenance (“O&M”) expenses, while page 9 contains the allocation of taxes
other than income. Rate base is detailed by rate schedule on page 10, with page 11
calculating Federal and Corporate Net Income taxes. The allocation factors are
listed on pages 12 and 13.
How were the rate schedules grouped in allocating the cost of service?
For residential and small general service, sales and delivery services were
combined, respectively; Residential Sales Service (“RSS”) and Residential
Distribution Service (“RDS”) were combined and presented in Column D of each
study, and Small General Sales Service (“SGSS”), Small Commercial Distribution
(“SCD”) and Small General Distribution Service (“SGDS”) were combined and
presented in Column E of each study for Commercial and Industrial customers
whose annual usage is less than 6,440 therms. Small General Sales Service
(“SGSS”), Small Commercial Distribution (“SCD”) and Small General

Distribution Service (“SGDS”) were combined and presented in Column F of each
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study for Commercial and Industrial customers whose annual usage is greater
than 6,440 therms but less than 64,400 therms. Because essentially any
customer can qualify and, therefore, switch between sales and distribution
services under these schedules, it is reasonable to conclude that customer
characteristics are the same for both types of services, i.e., size, consumption
patterns, heat sensitive, human need requirement, etc. with no long term
difference in the customers’ profiles, the distribution cost to provide such service
to these customers is the same whether the customer is a sales customer or
distribution customer. For the larger customers, the studies present the cost of
service for each rate schedule: Small Distribution Service and the lower band of
Large General Sales Service (“SDS/LGSS”) is presented in Column G of each
study for Commercial and Industrial customers whose annual usage is greater
than 64,400 therms but less than 540,000 therms, and Large Distribution
Service and the upper band of Large General Sales Service (“LDS/LGSS”) is
presented in Column H of each study for Commercial and Industrial customers
whose annual usage is greater than 540,000 therms. Main Line Sales Service
(“MLS”) and Main Line Distribution Service (“MLDS”) are combined and
presented in Column I due to their unique characteristic of proximity to an
interstate pipeline.
How were Total Company O&M expenses determined by FERC

account in the allocated cost of service studies?
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O&M expenses for the fully forecasted rate year presented in Exhibit 104 were
based on cost element data, i.e., labor, benefits, insurance, etc. The allocated cost
of service studies spreadsheets submitted in response to standard data request
no. GAS-COS-008 show a conversion of the forecasted O%&M by description (cost
element) to the FERC account, based on allocation percentages representative of
the historic test year data (twelve months ending November 30, 2015).
What method did Columbia use in previous cases to identify and
separate Account 376 — Mains before allocation to the rate classes in
each study?
Before its 2012 rate case (Docket No. R-2012-2321748), Columbia did not
identify and separate mains before applying allocation factors beyond identifying
and separating mains directly assigned to the MLS/MLDS class. Beginning with
the 2012 rate case, the Company separated the low pressure and two inch (2”)
mains and allocating those mains to only the residential and SGS/SGDS class.
Columbia recognized that the remaining rate classes were not physically served
from those systems, did not benefit from those systems, and therefore should not
share in the recovery of those systems’ costs. Columbia recognized that the
remaining intermediate pressure (“IP”), medium pressure (“MP”) and high
pressure (“HP”) systems greater than two inches may or may not be required to
serve those customers served directly from a low pressure system. Without a
detailed analysis of each of Columbia’s IP, MP, and HP systems, the Company did

not know which customers were served from those systems and, therefore,
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Columbia allocated the IP, MP, and HP systems as it had in previous rate cases,
to all rate classes except the MLS/MLDS class. In its 2014 rate case (Docket No.
R-2014-2406274) and its 2015 rate case (Docket No. R-2015-2468056),
Columbia performed a detailed analysis of each of its IP, MP, and HP systems, in
order to allocate the cost of those systems to the customers who used them.
Have you again performed a detailed analysis of each of Columbia’s
IP, MP, and HP systems in this case?
Yes. In this case, as in the 2014 and 2015 rate case, a detailed analysis of each of
the Company’s IP, MP, and HP systems was performed, resulting in a refined
mains allocation method. After identifying and directly assigning the actual
inventory of mains for the MLS/MLDS rate class, Columbia is again assigning its
remaining mains to one of four allocation categories: “transmission”, “low
pressure”, “regulated non-low pressure”, and “remaining regulated pressure.”
Each of these groupings of mains is then being separately allocated using
Columbia’s traditional allocation methods.
How has Columbia identified and separated Account 376 — Mains in
its current rate case?
Using the same method that Columbia used in the 2014 and 2015 rate cases,
Columbia identified and separated, based on operating pressures, its
transmission, low pressure, and regulated non-low pressure mains. The physical
system data was then analyzed alongside the Company’s plant accounting system

records and its customer billing system (“DIS”) records, resulting in a refined and
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more precise study than was filed in the 2012 rate case. Those specific categories
of mains were identified and gathered in response to suggestions received from
other parties in Columbia’s 2012 rate case. A fourth category, remaining
regulated pressure mains, was arrived at by subtracting, from the company totals
(excluding direct assignment MLS/MLDS), the quantities separately identified as
‘transmission’,’ low pressure’, or ‘regulated non-low pressure’. The residual was,
by default, ‘remaining regulated pressure mains.” This fourth category represents
upstream mains that serve both regulated pressure and low pressure customers.
Did Columbia change its allocation method for Account 376 — Mains
in its current case?
No. As in its 2014 and 2015 cases, Columbia’s allocation method in its current
case follows the same approach. That is, Peak & Average, Customer/Demand,
and Average Studies were prepared, incorporating the same allocation factor
drivers (i.e., design day volumes, customer counts, throughput) as were used in
Columbia’s prior two cases. Again, because Columbia is using the mains
allocation method from its 2014 and 2015 cases, which contains the more precise
data that was provided by the company’s systems and engineers, for the
transmission, low pressure, and regulated non-low pressure categories, the costs
continue to be allocated to the specific types of customers who utilize those
mains. The specific allocation methods used for each of these categories are later
explained in my testimony.

What allocation approach is being applied to ‘transmission’ mains?
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In both the Customer-Demand (Exhibit 111, Schedule No. 1) and the Peak &
Average (Exhibit 111, Schedule No. 2) studies, transmission mains, because they
are generally not designed to serve individual or small groups of customers, are
typically viewed as being designed to meet the peak demand of the entire
geographical area which they serve. For this reason, transmission mains are
being allocated using the Company’s total design day volumes (excluding
MLS/MLDS).
What allocation approach is being applied to ‘low pressure’ mains?
In the Customer-Demand Study, low pressure mains were split into customer and
demand components, based on the average cost per foot of a two-inch main. The
customer component was calculated by dividing the hypothetical cost of the
Company’s two-inch low pressure system into the total cost of the Company’s low
pressure system. This customer component of the low pressure mains was then
allocated to rate classes based on the total number of customers (by rate class)
served from Columbia’s low pressure mains (excluding MLS/MLDS). The
demand component was arrived at by calculating the cost of mains, other than
the hypothetical cost of the Company’s two-inch low pressure systems, and
dividing that result into the total cost of the low pressure systems. The demand
portion was allocated to rate classes based on the design day volumes for
customers served from Columbia’s low pressure mains.

In the Peak & Average Study, low pressure mains were allocated using historical

test-year throughput volumes applicable only to the low pressure customers
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(excluding MLS/MLDS), and design day volumes applicable only to the low
pressure customers (excluding MLS/MLDS), and weighing each of the volumes
equally.
What are “regulated non-low pressure” mains?
Regulated non-low pressure mains are IP, MP and HP systems that do not serve
low pressure systems. Customers served from regulated non-low pressure mains
do not receive any gas directly or indirectly from a low pressure system.
Conversely, customers served from low pressure system mains do not receive any
gas directly or indirectly from a regulated non-low pressure system.
What allocation approach is being applied to the regulated non-low
pressure mains?
In the Customer-Demand Study and as with the low pressure mains, the
regulated non-low pressure mains were split into customer and demand
components and then allocated to the rate classes, using the same methodology.
That is, only the customer counts and design day volumes for Columbia’s
regulated non-low pressure customers were used in the allocation process.
Similarly, in the Peak & Average Study, the regulated non-low pressure mains
were allocated using average throughput volumes (based on historical test-year
throughput volumes) and design day volumes (both applicable only to the
regulated non-low pressure customers and excluding MLS/MLDS), and weighing

each of the volumes equally.

What are “remaining regulated pressure” mains?
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Remaining regulated mains are IP, MP and HP systems that serve two purposes:
1) to deliver gas to customers that require IP, MP or HP pressure; and 2) to also
deliver gas into downstream low pressure systems and regulated non-low
pressure systems. Because these upstream distribution mains are required to
serve customers directly tied to both downstream low pressure and regulated
non-low pressure systems, Columbia allocates the costs of remaining regulated
pressure mains to all customers (except MLS/MLDS customers, which are
directly assigned).
What allocation approach is being applied to the remaining regulated
pressure mains?
For the Customer-Demand Study, as with the low pressure and the regulated
non-low pressure mains, the remaining regulated pressure mains were split into
customer and demand components, using the same methodology as previously
discussed. However, for these mains, total company (excluding MLS/MLDS)
customer counts and design day volumes were used to allocate the mains cost to
the rate classes.
For the Peak & Average Study, the same 50-50 split was used to allocate the total
mains cost based upon historical test year throughput and design day volumes.
However, for this allocation, total Company volumes (throughput and design
day) were used. Again, for this allocation, the MLS/MLDS class volumes were
excluded from the allocation factor because this class is directly assigned.

How was the demand component for each class determined?
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The demand component by class was provided by NCSC’s Commercial Operations
Department and represents expected requirements under design day conditions. I
note that the calculation reflects design day total requirement, and thus assumes
suppliers will make deliveries necessary to meet customer requirements.
Why were the MLS/MLDS customer groups excluded from the above
described allocations of mains?
Customers served under rate schedules MLS/MLDS were excluded from the
allocations of mains under all studies because these customers are served directly
from a Columbia Gas Transmission, LLC (“Columbia Transmission”) interstate
pipeline or are in close proximity to a Columbia Transmission interstate pipeline.
Accordingly, Columbia has little or no main investment associated with providing
service to these customers. An inventory of the mains investment in serving these
customers was made by studying the Company’s plant records and maps on a
customer by customer basis. The mains investment cost was then directly assigned
to MLS/MLDS. Therefore, it is appropriate to exclude them from the allocation of
mains and mains related cost.
Since a significant portion of the Company’s investment and expense is
related to mains and services does the allocation of those items
significantly impact the studies?
Yes, it does. Mains and services account for approximately 88% of the Company’s

gross plant investment and approximately 20% of operating and maintenance

expenses, excluding gas costs. The allocation of these items significantly
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influences the outcome of the studies. In addition, many other elements of
operation and maintenance expenses are allocated on plant-related factors.
How are purchased gas costs allocated in the studies?
Gas costs are directly assigned to each class at the pro forma levels determined by
Company witness Bell (Columbia Statement No. 3) in her Exhibit No. 103,
Schedule No.1, Pages 13 through 18.
Were there any other major O&M expense items that you directly
assigned?
Yes. As shown on Page 8, Lines 8 and 15 of all three studies, I assigned recovery
of costs from the Company’s Universal Services Program (“USP”) to the
residential class. Under both current and proposed rates, these costs are
recoverable from the residential class, whether sales or delivery service. Line 8
relates to the uncollectible component and Line 15 relates to the customer
compliance and other service costs attributable to low income residential
customers. This cost category includes the costs associated with customer service
activity for residential customers, including the costs associated with the
Company’s Low Income Usage Reduction Program (“LIURP”) and Emergency
Service programs.
In addition on Page 8, Line 5, Residential Customer Payment Options were
assigned directly to the residential rate class. These options are explained in

section IV of Company witness Waruszewski’'s direct testimony under

“Transaction Fees Proposal”. These proposed options would be offered only to
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the residential customer class, and therefore, the expense is directly assigned to
the residential class.
And finally, on Page 8, Line 29, Multifamily House Line Reimbursement expense
was assigned directly to the residential customer class. This cost is explained in
section II of Company witness Waruszewski’s direct testimony under “Multifamily
House Line Reimbursement”. This proposed program would be offered only to the
residential customer class, and therefore, the expense is directly assigned to the
residential class.
How did you handle Uncollectibles related to unbundling?
Columbia utilizes three systems to bill customers, 1) DIS (Distributed Information
System) that bills customers who’s meter is read monthly for either sales or Choice
Transportation service, 2) GMB (Gas Measurement Billing) that bills customers
who’s meter is read daily for either sales or Choice distribution service, and GTS
(Gas Transportation System) that bills customers for traditional (non-Choice)
distribution service. Please note the GMB and GTS billing systems do not bill
residential customers. Because DIS billed net charge-offs are accounted for in the
Company’s accounting reports by customer class, the residential net charge-offs
were assigned to the residential class. The DIS billed commercial net charge-offs
were allocated between the SGSS1/SCD1/SGDS1 and SGSS2/SCD2/ SGDS2 rate
classes based on DIS billed revenue within each class. The portion of Account 904

related to the GMB and GTS billing systems was allocated to GMB and GTS billed

customers by rate class based on their GMB/GTS revenue.
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Please describe how you allocated plant Account 380 - Services and the
related O&M accounts.
First, I identified the services related to MLS/MLDS and directly assigned them.
The remaining investment in Account 380 - Services and the related O&M accounts
was based on an actual assignment of services installed on customers’ premises.
Individual customer services were identified by size from the Company’s DIS billing
system, and accumulated by customer class and rate schedule. Based on the
historic test year per book data, the average unit price per size of pipe was
determined and applied to the number of services under each rate schedule based
on pipe size. The resulting values, by rate schedule, were converted to percentages
and used to allocate service investment and related expenses.
Please describe how you allocated plant Account 381 — Meters and
Account 382 — Meter Installations in the studies.
I have assigned meters to the various rate classes based on an actual inventory of
meters installed on customers’ premises. Columbia recognizes four separate
pressure groups for meters. Each meter type varies in cost as the size increases.
Individual installed meters as identified on DIS were summarized by the four
pressure groups. The capitalized property investment as identified on the
Company’s books and records for the four pressure groups was divided by the
number of meters as reflected on the Company’s books and records as of November
30, 2015 to develop a cost per meter for each group of meters. The costs per meter

were multiplied by the identified installed meters in DIS to determine the
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investment for each rate class. The percentages were developed for Account 381 and
used for assigning Account 381 Meters as well as the investment in Account 382
Meter Installations.
Please describe how you allocated plant accounts 383 - House
Regulators and 384 — House Regulator Installations.
Both of these accounts contain costs that are directly associated with the cost of
house regulators. These regulators are installed where the distribution lines are
transporting gas at intermediate, medium, or high pressure. Recognizing this fact
and understanding, therefore, that customers being served by low pressure lines do
not require house regulators, I developed an allocation factor that excludes
customers served from low pressure lines from the total. The allocation factor uses
total number of customers, grouped by rate class, as assigned in DIS. The resulting
allocation percentages are then applied to the total capitalized property investment,
as identified on the Company’s books and records to determine the cost of house
regulators for each applicable rate class.
Please describe how you allocated plant Account 385 — Industrial
Measurement & Regulation (“M&R”) Equipment in the studies.
Using data retrieved from DIS, I obtained, for each active customer who has an
M&R Station assigned to them, each station’s rate schedule and station number.
Then, I cross-referenced these station identification numbers to the Company’s

plant accounting records in order to identify the cost of each station. Then, I
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grouped these costs into the corresponding rate classes (excluding MLS/MLDS)
and used the resulting totals as the basis for allocating all M & R plant.
Do you provide a more complete description of how these factors were
developed and the related calculations?
Yes. In Exhibit MPB-1 attached to this testimony, entitled “Development of
Allocation Factors”, I provided a description for all allocation factors used for the
studies. In Exhibit MPB-2, I included all calculations of all allocation factors.
And in Exhibit MPB-3, I provided the rationale for factor selection, by account, as
it pertains to the various categories of rate base and expense.
Did you prepare a study in support of the company’s minimum or
system charges?
I prepared two studies in support of the Company’s minimum or system charges.
They are contained in Exhibit No. 111, Schedule 1, pages 14 through 30.
Please describe the two studies.
The study included in Exhibit 111, Schedule No. 1, pages 14 through 22 contains the
company’s traditional customer charge study based on the customer-demand ACOS
study and includes the customer portion of mains costs. Columbia has used this
method in support of its customer charges in its previous general rate case filings.
The study presented on pages 23 and 30 of Schedule No. 1 is similar, but excludes
the customer component of mains and other operations.

Why did you present the study excluding the customer component of

mains?
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I am aware that there have been disagreements concerning the inclusion of any
mains costs as a customer component. Therefore, I included the alternative
calculation excluding the customer component of mains. The Company does not
agree with this approach, and continues to support its traditional customer cost
study.
Why does the Company believe a customer component of mains should
be included in a minimum system customer charge study?
The allocation of a portion of distribution mains costs on a customer basis is
appropriate because of the way the distribution system is designed. Customer-
related costs include, at a minimum, the cost incurred by the Company to extend its
existing distribution system using a minimum size pipe (2” diameter) to attach a
customer to the distribution system. Simply stated, the customer component of
mains calculated in the ACOS represents a minimum fixed cost investment in mains
to attach a customer to the distribution system, and therefore, has a direct
relationship to the number of customers served by the Company. At a minimum,
fixed costs that have a direct relationship to number of customers served by the
Company should be recovered equally from all customers within a rate class, and
that is what a customer charge is designed to do.
Did you prepare a study supporting the intra-class adjustment of
storage costs between the SGDS1 and the SGSS1/SCD1 classes and
between the SGDS2 and the SGSS2/SCD2 classes?
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M. Balmert
Statement No. 11
Page 20 of 20
Yes. At the request of Company witness Bell, I prepared a study, included as
Exhibit MPB-4, supporting the intra-class adjustment of storage costs from the
SGDS1 and SGDS2 classes to the SGSS1, SGSS2, SCD1 and SCD2 classes. This
adjustment is made because SGDS1 and SGDS2 customers are not Priority
customers for whom Columbia purchases gas in storage to serve.
Please describe this study.
The study calculates the storage carrying costs, by rate class, by applying the
proposed pre-tax rate of return (Line 6) to the allocated storage balances (Line 3),
and utilizing Allocation Factor No. 25. The resulting storage carrying costs for the
SGS1/SGDS1 class and the SGS2/SGDS2 class (Line 7) includes costs that would,
without an adjustment, be assigned entirely to the SGDS1 class (Line 15) and
SGDS2 class (Line 22). These costs are assigned to the SGSS1 and SCD1 classes and
the SGSS2 and SCD2 classes ratably, using a factor derived from their projected
throughput (Lines 13 & 14 under the heading “Ratio” for the SGSS1 and SCD1
classes and Lines 20 & 21 for the SGSS2 and SCD2 classes). No other intra-class
adjustments are being supported or shown on this exhibit.
Does this complete your direct testimony?

Yes, it does.
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Direct Assignment

“Direct Assignment” refers to a specific identification and isolation of plant and/or
expenses based on Columbia’'s accounting records and incurred exclusively to serve a
specific customer or group of customers. Instances of the use of direct assignments in the
study can be identified by the omission of an allocation factor number (generally in column
¢) and the use of the term “direct” immediately after the account number. The operative
principle is to utilize direct assignment of plant and expenses wherever practicable and to
allocate when accounting records do not indicate class categorization.
Eactor No. 1 - Design Day

The quantities contained in Factor No. 1 represent the total demand projected to
occur at Columbia’s design peak day. See Exhibit MPB-2, Alloc 1.
Eactor No. 2- Throughput Excluding Transportation

Throughput quantities, excluding transportation, for the twelve months ending
December 31, 2017 are the basis for Factor No. 2. See Exhibit MPB-2, Alloc 2, 3 and 25.
Factor No. 3- Throughput Excluding MDS

Factor No. 3 represents the throughput quantities excluding MDS quantities for the

twelve months ending December 31, 2017. See Exhibit MPB-2, Alloc 2, 3, and 25.

Factor No. 4- Gas Purchase Expense
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DEVELOPMENT OF ALLOCATION FACTORS

Factor No. 4 is based on gas cost assigned to each rate schedule for the twelve
months ending December 31, 2017 using the applicable Gas Cost Recovery (“GCR")
rates. See Exhibit MPB-2, Alloc41.

.Factor No. § - Composite of Factors No. 1 and Throughput

The determination of the total cost of transmission pipe was arrived at by
multiplying the quantity of each kind and size of this pipe by each respective average
cost per unit, as shown on Exhibit MPB-2 Alloc 5 Page 3. The allocation of
transmission pipe was calculated by applying Allocator No. 1 (total company design day
volumes, excluding MLS/MLDS) to the total cost, recognizing that transmission mains
are designed to serve an entire geographic area, as shown on Exhibit MPB-2 Alloc §
Page 9.

The determination of the total cost of the low pressure only pipe was arrived at by
multiplying the quantity of each kind and size of this pipe by each respective average
cost per unit, as shown on Exhibit MPB-2 Alloc 5 Pages 4 & 5. The allocation of low
pressure pipe was calculated by applying, on a 50-50 basis, historical throughput (low
pressure only) by rate class and design day volumes (low pressure only) by rate class
to the total cost, as shown on Exhibit MPB-2 Alloc 5 Page 10.

The determination of the total cost of the regulated non-low pressure pipe was
arrived at by multiplying the quantity of each kind and size of this pipe by each

respective average cost per unit, as shown on Exhibit MPB-2 Alloc 5 Page 6. The
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allocation of regulated non-low pressure pipe was calculated by applying, on a 50-50
basis, historical throughput (regulated non-low pressure only) by rate class and design
day volumes (regulated non-low pressure only) by rate class to the total cost, as shown
on Exhibit MPB-2 Alloc 5 Page 11.

The determination of the total cost of the remaining regulated pressure pipe was
arrived at by multiplying the quantity of each kind and size of this pipe by each
respective average cost per unit, as shown on Exhibit MPB-2 Alloc 5 Pages 7 & 8. The
allocation of remaining regulated pressure pipe was calculated by applying, on a 50-50
basis, historical throughput (total company excluding MLS/MLDS) by rate class and
Allocator No. 1 (total company design day volumes) to the total cost, as shown on
Exhibit MPB-2 Alloc 5 Page 11.

For each of these four categories of allocated cost for each rate class, the
aggregated amounts were converted to percentages, as shown on Exhibit MPB-2 Alloc
5 Page 11, Line 21, which formed Allocation Factor No. 5.

Factor No. 5 combines design day quantities included in Factor No. 1 and throughput
quantities for the historic test year ended November 30, 2015 to produce a composite
Factor No. 5. Factor No. 5 was used to allocate mains and mains related accounts for the
Peak and Average Study. Please see Exhibit MPB-2 Alloc 5, Development of Allocation

Factors for the detail development of Factor No. 5.

Factor No. 6 - Average Number of Customers
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Customers for each month of the twelve months ending December 31, 2017 were
averaged and used to develop Factor No. 6. See Exhibit MPB-2 Alloc 6.
Eactor No. 7 — Current DIS Revenue

Factor No. 7 reflects gross charge-offs recorded during the twelve months ending
November 30, 2015 to small usage customers through the Company’s Distributive

Information System. See Exhibit MPB-2 Alloc 7.

Eactor No. 8 — Current GMB/GTS

Factor No. 8 reflects revenue to be billed during the twelve months ending
December 31, 2017 to larger sales usage and transportation customers through the
Company's Gas Measurement Billing and General Transportation Systems. See Exhibit

MPB-2 Alloc 8.

Factor No. 9 — Customer Deposits

Factor No. 9 represents customer security deposits collected from customers by
class as of November 30, 2015. See Exhibit MPB-2 Alloc 9.
Eactor No. 10 - Forfeited Discounts

Factor No. 10 is based on the amount of forfeited discounts billed to customers

during the twelve months ended November 30, 2015. See Exhibit MPB-2 Alloc 10.
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Eactor No. 11 - Distribution Plant Excluding Other

Factor No. 11 ratios are based on the spread of distribution plant dollars, excluding
gas plant accounts 375.70, 375.71, and 387, to the customer groups resulting from the
application of the various allocation factors to each gas plant account. The allocated
dollars are aggregated and reduced to percentages to produce Factor No. 11. See Exhibit
MPB-2 Alloc 11.
Eactor No. 12 - Gross Plant

Factor No. 12 ratios are based on the spread of total plant dollars to the customer
groups resulting from the application of the various allocation factors to each gas plant
account. The allocated dollars are aggregated and reduced to percentages to produce
Factor No. 12. See Exhibit MPB-2 Alloc 12.
Eactor No. 13 — Mains — Account 376

Factor No. 13 reflects the relationship based on the spread of dollars in account
376 Mains among all customer classes that resulted from allocating the Mains using
composite Factor No. 5§ for the Demand-Commodity Study and Factor No. 20 for the
Customer-Demand Study for classes that could not be directly assigned. The dollars are
aggregated and reduced to percentages to produce Factor No. 13. See Exhibit MPB-2

Alloc 13.

Factor No. 14 — Composite Direct Plant — Accts 376 & 380
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Factor No. 14 reflects the relationship based on the spread of dollars in accounts
376 Mains and 380 Services among all customer classes resulting from the application of
the appropriate account allocation factor. The allocated dollars in each account are
aggregated and reduced to percentages to produce Factor No. 14. See Exhibit MPB-2

Alloc 14.

Factor No. 15 — Direct Assignment - Services

Factor No. 15 - reflects Services — Account 380 assigned by rate
schedule based on an actual assignment of services installed on customers’ premises.
Individual customer services were identified by size kind from the Company’s
Distributive Information System (“DIS”) and accumulated by customer class and rate
schedule. Based on the historic test year per book data, average unit prices by service
size were developed from the data and applied to the number of services under each
rate schedule. The resulting values, by rate schedule were converted to percentages
and used to allocate service investment and related expenses. See Exhibit MPB-2 Alloc
15.

Factor No. 16 — Direct Assignment — Meters
Meters were assigned to the various classes of customers based on meters
installed on customers’ premises. Columbia recognizes four separate pressure groups for

meters. Each varies in cost as the size changes. Individually installed meters as identified
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on Columbia’s Distributive Information System (“DIS”) were summarized by the four
pressure groups. The capitalized property investment, as identified on the Company’'s
books and records for the four pressure groups, was divided by the number of installed
meters as reflected on the company’s books and records to develop a cost per meter for
each group of meters. The costs per meter were multiplied by the identified installed
meters on DIS to determine the investment for each customer class. The percentages
were developed for account 381 and used for assigning account 381 Meters as well as the
investment in account 382 Meter Installations since these costs are incurred in direct
relation with meters. See Exhibit MPB-2 Alloc 16.
Eactor No. 17 — Direct Assignment - Ind M&R

Individual measuring stations are identified on Columbia’s Distributive Information
System (“DIS”) by customer by station humber and Columbia’s plant records by station
number. The investments were aggregated by rate schedule and reduced to
percentages to produce Factor No. 17. See Exhibit MPB-2 Alloc 17.
Eactor No. 18 - Other Distribution Expense

Factor No. 18 is based on the spread of dollars to the various classes of customers
within the following distribution expense accounts:

Page 7 - Distribution Expense Allocation

Line 19 Account 871 - Distribution Load Dispatch

Line 20 Account 874 - Mains & Services
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Line 21 Account 875 - M & R - General
Line 22 Account 876 - M & R - Industrial
Line 23 Account 878 - Meters & House Regulators
Line 24 Account 879 - Customer Installation
Line 29 Account 886 - Structures & Improvements
Line 30 Account 887 - Mains
Line 31 Account 889 - M & R - General
Line 32 Account 890 - M & R - Industrial
Line 33 Account 892 - Services
Line 34 Account 893 - Meters & House Regulators
See Exhibit MPB-2 Alloc 18.
Factor No. 19 — O&M Excl Gas Pur, Uncollectibles, & A&G
Factor No. 19 is based on total Operating and Maintenance Expenses (Page 8,
Line 38) less Gas Purchased Cost (Page 7, Line 1), Uncollectibles (Page 8, Lines 6, 7, 8 &
9), USP Rider (Page 8, Line 15) and A&G Expenses (Page 8, Line 37). See Exhibit MPB-2
Alloc 19.
Factor No. 20 Minimum System Mains
Factor No. 20 is a composite using customers and design day quantities to
allocate mains. The development of the factor is presented on Exhibit MPB-2 Alloc 20.

As with Factor No. 5, the total historical cost of the mains, the quantity of mains,
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and the directly assigned mains were all obtained from the company’s plant accounting
system and GIS system. Likewise, this data was used to calculate the average cost per
foot of each unique combination of kind and size of pipe. Again, the mains were further
grouped into one of the following four allocation categories: ‘transmission’, ‘low
pressure’, ‘regulated non-low pressure’ and ‘remaining regulated pressure’, as
explained in Statement No. 11. The allocation of each of these categories is further
explained in Statement No. 11.

The determination of the total cost of the transmission pipe was arrived at by
multiplying the quantity of each kind and size of this pipe by each respective average
cost per unit, as shown on Exhibit MPB-2 Alloc Page 3. The allocation of transmission
pipe was calculated by applying Allocator No. 1 (total company design day volumes,
excluding MLS/MLDS) to the total cost, recognizing that transmission mains are
designed to serve an entire geographic area, as shown on Exhibit MPB-2 Alloc 20 Page
9.

For the remaining categories of pipe, a minimum 2" system approach is used.
The concept is based on the assumption that in order for a customer to obtain service,
mains of at least the most common, minimum size in the distribution system must be
present. That portion of the Mains Account investment is considered customer-related
and is computed by multiplying the total pipe quantity in the system by the cost per foot

for the most prevalent size of mains, that being two inch. The cost of the minimum



Statement No. 11
Exhibit MPB-1

Page 10 of 12
Witness: M. P. Balmert

COLUMBIA GAS OF PENNSYLVANIA, INC.
DEVELOPMENT OF ALLOCATION FACTORS

system, computed in that manner, is divided by the total cost of all mains to arrive at a
Customer Component factor. The reciprocal of the Customer Component factor
becomes the Demand Component factor and is used to allocate the remaining mains
costs which are considered demand related and allocated using the appropriate design
day factor.

The already determined total cost of for the low pressure only pipe was allocated
by applying the customer component percentage of 46.603% (Exhibit MPB-2 Alloc 20
Page 10) to the average number of low pressure customers, and the demand
component percentage 53.397% (Exhibit MPB-2 Alloc 20 Page 20) to design day
volumes (low pressure only). Finally, these two results are added together to form the
minimum system percentages as shown on Exhibit MPB-2 Alloc 2 Page 10.

As with the method for determining the low pressure minimum system
percentage, the total cost of the regulated non-low pressure only pipe was allocated by
applying the customer component percentage of 56.152% (Exhibit MPB-2 Alloc 20
Page 11) to the average number of regulated non-low pressure customers, and the
demand component percentage 43.848% (Exhibit MPB-2 Alloc 20 Page 11) to design
day volumes (regulated non-low pressure only). Finally, these two results are added
together to form the minimum system percentages as shown on Exhibit MPB-2 Alloc 20
Page 11.

Again, following the same method for determining the low pressure and regulated
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non-low pressure minimum system percentages, the total cost of the remaining
regulated pressure pipe was allocated by applying the customer component percentage
of 41.165% (Exhibit MPB-2 Alloc 20 Page 12) to the average number of company
customers (excluding MLS/MLDS), and the demand component percentage 58.835%
(Exhibit MPB-2 Alloc 20 Page 12) to total company design day volumes (excluding
MLS/MLDS). Finally, these two results are added together to form the minimum system
percentages as shown on Exhibit MPB-2 Alloc 20 Page 12.

Each of these four categories of allocated costs were aggregated, to arrive at a
total cost for each rate class. These aggregated amounts were then converted to
percentages, as shown on Exhibit MPB-2 Alloc 20 Page 12, which formed Allocation
Factor No. 20.

Eactor No. 21 — House Requlators

Factor No. 21 is based on the bill counts for all customers that are not served by
low pressure lines. These counts are segregated by customer class and converted to
percentages to create Factor No. 21 and used for assigning account 383 House
Regulators as well as the investment in account 384 House Regulator Installations since
these costs are incurred in direct relation with House Regulators. See Exhibit MPB-2 Alloc

21.

Factor No. 22 —Average Factor Nos. 5 & 20
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Factor No. 22 is based on the average of Factor Nos. 5 and 20 on an equal basis
and is used to average the Customer-Demand Study and the Peak and Average Study.
See Exhibit MPB-2 Alloc 22.

Eactor No. 23 — Meters and House Requlators

Factor No. 23 reflects the relationship based on the spread of dollars in accounts
381 Meters, 381.10 Automatic Meter Reading, 382 Meter Installations, 383 House
Regulators, and 384 House Regulator Installations (Page 3, Lines 34 through 38) among
all customer classes resulting from the application of the appropriate account allocation
factor. The allocated dollars in each account are aggregated and reduced to percentages
to produce Factor No. 23. See Exhibit MPB-2 Alloc 23.

Eactor No. 24 - Labor

Factor No. 24 is based on the allocation of labor charges with the various FERC
Accounts. The labor dollars allocated to the various rate classes are summed and
converted to percentages to create Factor No. 24. See Exhibit MPB-2 Alloc 24.

Factor No. 25 — Sales and CHOICE Transportation
Factor No. 25 is based on the sales and CHOICE transportation activity for the

twelve months ending December 31, 2017. See Exhibit MPB-2 Alloc 25.
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COLUMBIA GAS OF PENNSYLVANIA, INC.
DEVELOPMENT OF ALLOCATION FACTOR 1
DESIGN DAY [1] (2015-2016)

EXHIBIT MPB-2

Raje RSS/RDS SGSS1/SCDISGDS SGSS2/SCD2/SGOS2 SDSAGSS LDSAGSS
RCC 32,600 0 0 0 0
RGC 0 0 0 0 0
RGS 0 0 0 0 0
RS 311,900 0 0 0 0
RTC 97,400 0 0 0 0
LG1 0 0 0 5,900 0
LG2 0 0 0 6,700 0
LG3 0 0 0 0 1,700
NSI 0 0 0 0 0
8GS 0 63,400 0 0 0
8G2 0 0 68,400 0 0
SG3 0 100 0 0 0
5G4 0 0 1,100 0 0
TAGH 0 469 0 0 0
TAG2 0 0 13,319 0 0
TAGS 0 1,373 0 0 0
TAGB 0 0 26,526 0 0
T8 0 0 0 32,076 0
TIF 0 0 0 0 19,944
TIF-EFACT 0 0 0 0 359
TIG 0 0 0 0 6,954
TIG-EFACT 0 0 0 0 0
TH 0 0 0 0 0
Ti4 0 0 0 16,149 0
Ti8 0 0 0 0 15,221
™A 0 0 0 0 0
™2 0 0 0 0 0
T™3 0 0 0 0 0
801 0 0 0 614 0
802 0 0 0 0 0
803 0 0 0 0 1,905
808 0 0 0 244 0
808 0 0 0 0 1,676
809 0 0 ] 0 2,065
810 0 0 0 0 1,734
815 0 0 0 0 0
816 0 0 0 0 670
819 0 0 0 0 3,473
820 0 0 0 0 2,557
821 0 0 0 0 0
830 0 0 0 0 0
831 0 0 0 0 0
833 0 0 0 0 969
838 0 0 0 280 0
839 0 0 0 0 0
840 0 0 0 0 1.118
M 0 0 39 0 0
845 0 0 0 0 2,263
848 0 0 0 0 3,056
847 0 0 0 166 0
848 0 0 62 0 0
850 0 0 0 0 0
851 0 0 0 0 0
862 0 0 401 0 0
853 0 0 135 0 0
854 0 0 272 0 0
856 0 0 26 0 0
856 0 0 0 176 0
857 0 0 29 0 0
858 0 0 0 168 0
859 0 0 0 0 838
860 0 0 45 0 0

Includes Firm and Non-Firm Service. Volumes in MDth/Day.

ALLOC 1

1,118

2,253
3,056

52

401

272
26
176

158
838



EXHIBIT MPB-2

ALLOC 1
COLUMBIA GAS OF PENNSYLVANIA, INC.
DEVELOPMENT OF ALLOCATION FACTOR 1
DESIGN DAY (1) (2015-2016)

LINE

NO. Rate RSS/RDS $SGSS1/SCDISCDST SGSS2/SCO/SGDS2 SDSAGSS LOSAGSS  Total

63 81 0 0 0 162 0 162
64 862 0 5 0 0 0 5
65 863 0 0 16 0 o 16
66 864 0 2 0 0 0 2
67 865 0 0 0 81 0 81
68 866 0 3 0 0 0 3
69 867 0 0 0 0 0 0
70 888 0 0 0 0 8 8
71 8712 0 0 0 0 0 0
72 873 (i 0 0 0 0 0
73 @874 0 0 0 4 o a4
74 878 0 0 0 0 6,253 6,253
75 876 0 0 ] 57 0 57
7% 877 0 0 3 0 0 31
77 818 0 0 0 0 0 0
78 879 0 0 0 0 0 0
79 Scc 0 17,400 0 0 0 17,400
80  sC2 0 0 9.500 Y 0 9.500
81 Tolal 441,900 82,752 109,891 63,707 71,743 769,993
82 ALLOCATOR#1  57.390% 10.747% 14.272%  8.274%  9317%  100.000%

1 Includes Fimn and Non-Firm Service. Volumes in MDtDay.
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COLUMBIA GAS OF PENNSYLVANIA, INC.
DEVELOPMENT OF ALLOCATION FACTORS 2, 3, & 25

THROUGHPUT EXCLUDING TRANSPORTATION, THROUGHPUT EXCLUDING MDS

RSS
RDGSS
RCC 1/
SGSS1
8GSSs2
NSS/MLSS-1
LGSS1&2
LGSSS3 & greater
Transportation
RDS
RDGDS
SCD1
SCD2
SGDS1
SGDS2
SDS
LDS
MLDS
Total Throughput Excl. Trans. (Allocator 2)
ALLOCATOR #2

Total Throughput Excl. MDS (Allocator 3)
ALLOCATOR #3

Sales and Choice Volume
ALLOCATOR #25

1/ RCC rate schedule is for CAP customers. They can be either CHOICE or Sales. This year they are Sales on the books.

EXHIBIT MPB-2
ALLOC 2, 3, AND 25

RSS/RDS  SGSS1/SCDI/SGDS1 SGSS2/SCD2/SGDS2 SDSAGSS LDSAGSS MLDS TOTAL
24,297,875 - - - - - 24,297,875
2,551,794 - - - - - 2,551,794
- 4,337,145 - - - - 4,337,145
- - 4,765,071 - - - 4,765,071
- - - - - 65,000 65,000
- - - 884,981 - - 884,981
- - - - 73,145 - 73,145
7.564,000 - - - - - 7,554,000
- 1,376,587 - - - - 1,376,587
- - 1,023,437 - - - 1,023,437
- 158,613 - - - - 158,613
- - 3,293,047 - - - 3,293,047
- - - 6,341,014 - - 6,341,014
- - - - 20,981,336 - 20,981,336
- - - - - 5,181,000 5,181,000
26,849,669 4,337,145 4,765,071 884,981 73,145 66,000 36,975,011
72.616% 11.730% 12.887% 2.393% 0.198% 0.176%
34,403,669 6,872,345 9,081,554 7,225,995 21,054,482 77,638,044
44.313% 7.564% 11.697% 9.307% 27.119%
34,403,669 5,713,732 5,788,507 884,981 73,145 65,000 46,929,035
73.309% 12.175% 12.335% 1.886% 0.156% 0.139%
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EXHIBIT MPB-2

ALLOC 4
COLUMBIA GAS OF PENNSYLVANIA, INC.
DEVELOPMENT OF ALLOCATION FACTOR 4
GAS PURCHASE EXPENSE
RSS/RDS  SGSS1/SCD1/SGDS1 SGSS2/SCD2/SGDS2  SDS/LGSS LDSLGSS MDS
GAS COST GAS COST GAS COST GAS COST GAS COST GAS COST JOTAL
RSS 75,308,835 - . - 75,308,835
PRDGSS - - . - -
RCC 9,328,082 - - - 9,328,082
RDS 5,558,233 - - - 5,558,233
PRDGDS - - - - -
SGSS - 13,442,546 14,768,860 - 28,211,406
NSS - - - 272,136 272,136
SCD - 1,012,893 753,045 . 1,765,938
SGDS - 23,009 696,912 - 720,011
LGS - - - 2,742,911 226,707 - 2969618
TOTAL 90,195,150 14,478,538 16,218,817 2,742,911 226,707 272,136 124,134,259
ALLOCATOR #4 72.658% 11.664% 13.066% 2210% ~0.183% 0.219%




Exhibit MPB-2

ALLOC S
COLUMBIA GAS OF PENNSYLVANIA, INC.
DEVELOPMENT OF ALLOCATION FACTOR S
FOR THE TWELVE MONTHS ENDED NOVEMBER 30, 2015
ALLOCATED COST OF SERVICE PAGE 1
PEAK & AVERAGE WITNESS: M _BALMERT

1  Total Company - Average Unit Cost of Mains

4 CASTIRON
§ CASTIRON
6 CASTIRON
7 CASTIRON
8
9

S3EL80R0R2588Y8RRBBLBYRYBRNYN

Kind

CASTIRON3°
CAST IRON 4°
CASTIRON &
CASTIRON S
CAST IRON 10°
CASTIRON 12*
PLASTIC 1°
PLASTIC 1-1/8°
PLASTIC 114"
PLASTIC 7
PLASTIC 3°
PLASTIC &°
PLASTIC 6°
PLASTIC &°
STEEL 12"
STEELw4*
STEEL1*
STEEL 110"
STEEL 1-1/2"

STEEL 2.1/2°
STEEL 3*
STEEL 3-1/4°
STEEL 3-1/2°
STEEL 4*
STEEL 4-9/2°
STEEL 4-7/8"
STEELS®
STEEL 5-3/1¢"
STEEL 5-1/48°
STEEL 5-1/2°
STEEL 5-5/8°
STEEL &*
STEEL 8.14°
STEEL 6-5/8°
STEEL 7-98°
STEEL Y
STEEL 8-14°
STEEL 8-5/8°
STEEL 9.5/8°
STEEL 10°
STEEL 12
STEEL 14°
STEEL 16*
STEEL 20°
WROUGHT IRON 2*
WROUGHT IRON 3°

___ ToalC Y __Direct Assignment Allocable Pipe
Quantity (Footage) Amount Qusotly (Footage) Amount Quantity (Footage) Amount

8,799 9,205 - - 8,799 9,205
102,606 266,265 - - 102,696 266,265
3446 80.873 - . 33,446 80,873
13,471 66,288 - . 13471 66,288
2,202 8,506 - . 2,202 8,506
867 53,051 . - 867 58,051
30,285 133,100 - - 30.285 133,100
1,402 5,709 - - 1,402 5,709
387,098 2,179,025 - - 387,608 2,179,025
9,831,105 135,539,936 - - 9,831,105 135,539,936
2,268,335 27,626,828 - - 2,268,335 27,626,828
5,962,527 245,379,171 808 58,818 5,961,719 245,320,353
2,290,954 150,581,221 845 20,688 2,290,309 150,560,533
1,125,665 108,324,662 - - 1,125,685 108,324,662
3 33 - . 3 23
7,104 13,286 . - 7,104 13,286
41,34 104,463 - - 41,334 104,463
282,841 767,174 - . 282,941 767,174
11,430 12,618 - . 11,436 12,618
3,461,005 9,150,861 840 4,33 3,480,165 9,148,531
4,740 3178 - - 4,740 3,178
1,017,998 2,988,692 . - 1,017,996 2,988,692
53 3,764 - - 853 3.764
8,138 27,318 - . 8,138 27,318
5,386,015 23,941,148 4,809 26.695 5,381,208 23,914,453
1,468 24,094 - - 1,458 24,004
13,967 18,898 - - 13,967 18,898
46,548 51,374 93 a 46,453 51,333
19,365 37,805 - - 19,365 37,805
821 344 - - 621 344
295 343 - - 295 343
21,087 2,053 - - 21,067 2,053
3,320,548 31,564,756 17,105 126,428 3.303.443 31,438,331
18,188 5811 . - 18,188 5811
110,652 694,540 - - 110,652 694,540
3% 12,224 . - 2,338 12,224
1,631,542 45,481,057 - . 1,631,542 45,481,057
282 2,429 . - 282 2,429
8,232 361,804 - - 8,232 361,804
1,269 7.380 - - 1,269 7,380
758,897 21,889,932 . - 758,897 21,889,932
422,485 30,137,252 - - 422,485 30,137,252
450 5,167 - - 450 5,167
330,022 17,576,276 - - 330,022 17,576,276
34,198 6,960,022 - 34,198 6,960,022
31,359 25.521 - - 3139 25,521
64,892 7.999 - - 54,892 7.999

Average
Cosl per Fool

1.08
259
242
4.92
3.88
66.96

407
5.62
13.79
1218
4115
85.74
8623
77.74
1.87

an
1.10
264
0.67
204
578
3.36
444
16.53
135
.11
1.95
0.55
1.18
105
9.52
0.32
6.28
523
27.88
8.61
43.95
5.82
28.84
7.33
11.48

203.52
0.81
0.1



Exhibit MPB-2

ALLOC S
COLUMBIA GAS OF PENNSYLVANIA, INC.
DEVELOPMENT OF ALLOCATION FACTOR §
- FOR THE TWELVE MONTHS ENDED NOVEMBER 30, 2015
ALLOCATED COST OF SERVICE PAGE 2
PEAK & AVERAGE WITNESS: M. BALMERT

1 Total Company - Average Unit Cost of Mains (Cont)
Kind Sze

4

WROUGHT IRON 6

8
WROUGHT IRON 10"
7

WROUGHT IRON 4°
WROUGHT IRON 6*
WROUGHT IRON 6-5/8>
WROUGHT IRON 8°
WROUGHT IRON 10°
WROUGHT IRON 12°

Total Direct Assignment Allocable Pipe Average
Quantity (Footage} Amount Quantity (Footage) Amount Quantity (Footage) Amount Cost oer Fool

71,351 4388 - - 71,351 4,358 0.06
74,382 254 - . 74,382 254 000
1,622 151 - - 1622 151 009
156,604 2311 - - 156,604 2311 001
69,435 683 - - 69,435 683 oot
9,12 5,721 - - 9122 5721 0.63
39,492,004 862,172,225 24,300 236,998 39.487,704 861,935,226 21.84

240,846,335 119,403 240.726.933

1,103,018,560 356,401 1,102,662,159




Exdwbit MPB-2

ALLOCS
COLUMBIA GAS OF PENNSYLVANIA, INC.
DEVELOPMENT OF ALLOCATION FACTOR 5
_ FOR THE TWELVE MONTHS ENDED NOVEMBER 30, 2015
ALLOCATED COST OF SERVIGE PAGE S
PEAK & AVERAGE WITNESS: M. BALMERT

1 Total Company - Transmission Class Mains

2 Average

3 Kind Sige Kay Quantity UnitCast Amount

4 STEEL 10° STEEL 10" 31,301 28.84 902,720.84

§ STEEL 12 STEEL 12 69,551 7133 4,961,072.83

6 STEEL 16° STEEL 16° 29,614 53.26 1.577,241.64

7 STEEL zr STEELZ 2,899 264 7.494.96

8 STEEL & STEEL4* 8,853 444 39,307.32

9 STEEL ¢ STEEL 6° 716 9.52 6.816.32
10 STEEL 8 STEEL & 160,003 27.88 4,463,302.84
11 STEEL 1112 STEEL1-1/2° 4 1.10 84.70
12 STEEL 3 STEEL 3* 269 294

2248.86
13 Total 304,013 11,960,980.31




COLUMBIA GAS OF PENNSYLVANIA, INC.
DEVELOPMENT OF ALLOCATION FACTOR §
FOR THE TWELVE MONTHS ENDED NOVEMBER 30, 2015

ALLOCATED COST OF SERVICE
PEAK & AVERAGE

1 Totsl Company - Distribution Low Pressure Mains

2
3 Kind

&
82

;
g

§i8
328

g
:

G HEPEHHELEF T

:

dii

STEEL

A55L5R288L48RRVRBABYBYIRNBNNS
:

SEHTEE

Size

118
1

21/

kol

CAST IRON 3*
CAST IRON 4°
CAST IRON 6°
CAST IRON 8°
CAST IRON 10°
CAST IRON 12*
PLASTIC 1°
PLASTIC 1-1/8°
PLASTIC 1-1/4°
PLASTIC 2
PLASTIC 3°
PLASTIC 4°
PLASTIC 8°
PLASTIC &8°
STEEL W2
STEEL 34°
STEEL 1*
STEEL 1-1/4°
STEEL 1-1/2°

STEEL 14”
STEEL 167
STEEL 207

6,678

17172
5467
479

7412
1,120
65,966
1,173,558
770,489
1,858,556
704,944
234,898

4342
13,929
5,104
831,443

518,632

Average

1.08
259
242
4.92
3.86
66.96
439
4.07
562
13.79
1218
41.15
65.74
96.23
74
187

2
1.10
264
0.67
294
576
3.36
444
168
135
1.1
195
0.55
1.16
1.05
952
0.32
628
27.88
881
43.95
5.82
28.84
7N
11.48

203 52

Amoynt

7.290.68
129,080.42
41,556.24
26,897.64
1,848.94
22,096.80
32,538.68
4,558.40
370,728.92
16,183,364.82
9,384,556.02
78,479,579.40
46.343,018.56
22,584,796.08
0.00

0.00
10,985.2¢
37,747.59
561440
2,195,000.62
1,910.84
1,524,778.08
0.00
22,451.52
11,787,842.80
11.738.30
14,945.85
25,961.79
21,194.55
30.80

34220
19,862.85
14,092,227.52
3,658.72
538,924.48
7.259,756.84
0.00

0.00

0.00
4,566,093.00
2,339,695.33
5,166.00
1,009,436.78
311,792.64

WITNESS: M. BALMERT



Exhibit MPB-2

ALLOC 5
COLUMBIA GAS OF PENNSYLVANIA, INC.
DEVELOPMENT OF ALLOCATION FACTOR 5
— FOR THE TWELVE MONTHS ENDED NOVEMBER 30, 20156
ALLOCATED COST OF SERVICE PAGE §
PEAK & AVERAGE )

WITNESS: M. BALMERT

1

@ N

O NN L

10

12

Total Company - Distribution Low Pressure Mains (Cont)

WROUGHT IRON
WROUGHT IRON
WROUGHT IRON
WROUGHT IRON
WROUGHT IRON
WROUGHT IRON
WROUGHT IRON
WROUGHT IRON
Total

Knd

Q‘Q‘!E‘tﬁ“&'ﬁ

WROUGHT IRON 2°
WROUGHT IRON 3°
WROUGHT IRON 4°
WROUGHT IRON 6°
WROUGHT IRON 6-5/8°
WROUGHT IRON &
WROUGHT IRON 10°
WROUGHT IRON 12°

Average
Quantity Unit Cost Amount

720 0.81 £83.20

2,866 0.15 429.90

7,836 0.06 47016

1956 0.00 0.00

0 0.09 0.00

1487 0.09 1457

553 0.09 5.53

2 .00
11,060,621 217,400.200.62




Exhibit MPB-2

ALOCS
COLUMBIA GAS OF PENNSYLVANIA, INC.
DEVELOPMENT OF ALLOCATION FACTOR §
FOR THE TWELVE MONTHS ENDED NOVEMBER 30, 2015
ALLOCATED COST OF SERVICE PAGE 6
[PEAK & AVERAGE WITNESS: M. BALMERT

1  Total Company - Distribution Reguiated Pressure Only Mains

wN

Kind

i
33

WROUGHT IRON

Size

CAST IRON 4"

4
1-1/4> PLASTIC 1-1/4"

RGN

&
114

&

2ARBFH3RA9

PLASTIC 2
PLASTIC 3*
PLASTIC 4°
PLASTIC 6°
PLASTIC 8°

STEEL 1-1/4°
STEEL
STEEL 3*
STEEL 4°

STEELS
STEEL 6°
STEEL &

STEEL 10°
STEEL1Z

STEEL 16°

STEEL 20°
WROUGHT IRON 2°
WROUGHT IRON 6*
WROUGHT IRON 8°

Total
Quantity

0

321,732
8,351,676
1,386,303
3,655,363
1,116,332
346,856
269,012
2,648,581
424,750
2,082,511
23,157
875,673
428,639
43,296
65,152
92,346

88

4,106
17,043
290,579
22,112,166

Quantity

321,732
8,351,678
1,388,303
3,654,555
1,116,332

346,856

269,012
2,648,581

424,750
2,062,511

875,673
428,839
43,296
65,152
32,346

4,106
1708

§DOOQOOOOO£QOGOOO§OOOO

22,111,265

Average
Unit Cost

5.62
13.79
12218
41.15
65.74

2n
264
294
444
1.1

27.88
28.84
733
§3.26
203.52
0.81
0.00
0.01

Amount

0.00
1,808,133.84
115,169,612.04
16,885,170.54
150,384,938.25
73,387,665.68
33,377.952.88
729,022.52
6,992,201.04
1,248,765.00
9.157,548.84
25,601.04
8,336,408.96
11,950,455.32
1,248,858.64
4,647,292.18
1,722,747.96
17.900.78
3,325.86

0.00

W70
437,093,802.03




Exhioit MPB-2

ALLOC S
COLUMBIA GAS OF PENNSYLVANIA, INC.
DEVELOPMENT OF ALLOCATION FACTOR 5
FOR THE TWELVE MONTHS ENDED NOVEMBER 30, 2015
ALLOCATED COST OF SERVICE PAGE 7
PEAKSAVERAGE WITNESS: M BALMERT

S628R2888480RBB22EBRNYRIBRNS

Total Company - Remaining Regulated Pressure Mains

CAST IRON
CAST IRON
CAST IRON
CAST IRON
CAST IRON
CAST IRON
PLASTIC

PLASTIC

Kind

s
1
18
19

29/

3-1s°
kg lre
&

4\
4.7/8°

53/16°
5-1/4°
sz
618"
T58°
8-1/4°
10°

7

1
16°

CAST IRON 3°
CAST IRON 4
CAST IRON 6"
CAST IRON 8°
CAST IRON 10°
CAST IRON 127
PLASTIC 1°
PLASTIC 1-1/8°
PLASTIC 1-1/4°
PLASTIC 2*
PLASTIC 3
PLASTIC 4°
PLASTIC 6°
PLASTIC 8°
STERL 1/2°
STEEL ¥/4°
STEEL 1"
STEEL 1-1/4°
STEEL 1-1/2°
STEELZ
STEEL 2-1/2°
STEEL S
STEEL 3-1/4°
STEEL 3-1/2
STEEL 4°
STEEL 4-1/2°
STEEL 4-7/3°
STEELS
STEEL 5-3/16°
STEEL 5-1/4°
STEEL 5.1/
STEEL 558"
STEEL 6°
STEEL 8-1/4°
STEEL 6-58°
STEEL 7-878°
STEEL &°
STEEL 8-1/4°
STEEL 8-5/8°
STEEL 9-5/8°
STEEL 107
STEEL 12°
STEEL 14°
STEEL 16°

Direct Assignment

1,921
52,858
16,274
8,004
1,723
537
22873

305,871
111,543
448,608
469,678
544,113
3

7,104
36,992
0

8,255
(21,838)
1,888
73,645
653
1458
664,281
748
2,896

[

8,496
585

0

2,150
963,883 17,10!
7.067
24,836
2336
782,417
282
8232
1,269
525975
254,981
[
249,109

»

o

QO0O0O0O0CO00QCOO

1921
52,858
18,274

8,004

1,723

537
22,873

305,871
111,543

469,033
544,113

7,104

(22,678)

2,150
946,778
7,067
24,838
2336
782417
282
8,232
1,269
525,975
254,981
0
249,109

Amount

2,004.55
137,184.34
29,317.13
29,390.26
6.657.02
95,954.08
100,561.06
1,150.85
162.41
4,186,958.93
1,357,101.25
18,455,835.55
30,829,848.89
52,361,912.74
23323
13,286.39
93,477.85
404.09
6.918.51
(48,174.95)
1.266.97
212,299.98
3,784.26
4,866.54
2,949,853.06
1235774
2,95238
(229.51)
16,610.86
313.27
1.2
2,180.85
9,002,879.74
2,251.81
155,615.09
12,224.00
21,807,452.44
242917
361,803.89
7.379.67
15,172,461.11
18,189,191.90
0.88
13,266,849.23




Exhibit MPB-2

ALLOC 5
COLUMBIA GAS OF PENNSYLVANILA, INC.
DEVELOPMENT OF ALLOCATION FACTOR S
FOR THE TWELVE MONTHS ENDED NOVEMBER 30, 2015
ALLOCATED COST OF SERVICE PAGE 8
PEAK & AVERAGE WITNESS: M. BALMERT

1

w N

VOENONSL

10

12
13

Total Company - Remaining Regulated Pressure Mains (Cont)

STEEL
WROUGHT IRON
WROUGHT IRON
WROUGHT IRON
WROUGHT IRON
WROUGHT IRON
WROUGHT IRON
WROUGHT IRON
WROUGHT IRON
Total

Kind

Qqngaqug
E

STERL 20°

WROUGHT IRON 2°
WROUGHT IRON 3°
WROUGHT IRON 4°
WROUGHT IRON 6°

WROUGHT IRON 8.5/8°

WROUGHT IRON 8°
WROUGHT IRON 10°
WROUGHT IRON 12*

Quantity

32,578
26,533
52,026
63,515
55,383
162
115577
68,882
2122
6,015,204

Direct Assignment

8

gpﬂQOQOQOO

32,578
26,533
52,026
63,515
55,383

115,577
68.882

5.991.805

Amount

6,830,319.24
21,611.74
7.569.17
3,888.11
254.00
150.68
1.900.53
677.66

S
195,480,163.44



BExhibit MPB-2

ALLOC S
COLUMBIA GAS OF PENNSYLVANIA, INC,
DEVELOPMENT OF ALLOCATION FACTOR 5
FOR THE TWELVE MONTHS ENDED NOVEMBER 30, 2015
ALLOCATED COST OF SERVICE PAGE 9
PEAK & AVERAGE WITNESS: M. BALMERT
Line Totat
No, Description Alloe Company RSRDS SGSUSCDYSGOS1 SGS2/SCO/SGDS2 SDSAGS LOSAGS MDS
Total Mains Plant in Service 1,103,018,560.14
Direct Assigned Plant 236,998.27
Other - Non Pipe 240.846.335.47
Allocable Pips 861,935,226.40
1 Transmission Pipe 11,960,980.31
2  Low Pressure Pipe 217,400,280.62
3 Regulated Pressure Pipe Only 437,093,802.03
4  Remaining Regulated Pressure Pipe 195,480,163.44
§  Allocated Pipe 861,835,226.40
6 Allocstion of Transmission Pipe
7  Alocable Transmission Pipe $11,960,980.31
8  Design Day Volumes (Total Company Excluding MOS) 769.993 441,900 82,752 109,891 63,707 7M.743
9  Percent Design Day Volumes 100.000% 57.390% 10.747% 14.272% 8.274% 9317%
10  Allocation of Transmission Pipe $11,960,980.31 $6,864,406.60 $1,205,446.55 $1,707,071.11 989,651.51 1,114,404.54




Exhibit MPB-2

ALLOC S
COLUMBIA GAS OF PENNSYLVANIA, INC.
DEVELOPMENT OF ALLOCATION FACTOR 5
FOR THE TWELVE MONTHS ENDED NOVEMBER 30, 2015
ALLOCATED COST OF SERVICE PAGE 10
PEAK & AVERAGE WITNESS: M. BALMERT
Une Total
No. Description Alloc Company BSROS SGS1/SCDISCDS1 SGS2/5CD2/SG0S2 SDSAGS LDSAGS MDS
1 Allocation of Low Pressure Pipe
2 Alocsble Low Pressure Pipe $217,400,280.62
3 Throughput Volumes (exc! MDS) 21,937,813.4 17,267,188.6 2,408,577.8 1,958,813.6 210,9384 94,2950
4  Percent Throughput 100.000% 78.709% 10.979% 8.920% 0.962% 0.430%
§ Throughput Component 50.000% 30.355% 5.490% 4.450% 0.481% 0215%
6  Design Day Valumes (exci MOS) 267,164 208,600 33.480 23,7 1.360 3
7  Percent Design Day Volumes 100.000% 78.079% 12532% 8.879% 0.509% 0.001%
8 Demand Component 50.000% 39.040% 6.266% 4.440% 0.255% 0.001%
9 Demand/Commodity Factor 100.000% 78.392% 11.756% 8.900% 0.736% 0.216%
10 Allocation of Low P Plpe $217,400,280.62 $170,424,427.97 $25,557,576.99 $19,348,624.98 1,600,066.07 469,584.69



Exhibit MPB-2

ALLOC S
COLUMBIA GAS OF PENNSYLVANIA, INC.
DEVELOPMENT OF ALLOCATION FACTOR 5§
FOR THE TWELVE MONTHS ENDED NOVEMBER 30, 2015
ALLOCATED COST OF SERVICE PAGE 11
PEAK & AVERAGE WITNESS: M. BALMERT
Line Total
No, Descriotion Alioc Company RS/RDS SGSUSCDUSGDS1 SGSU/SCR2/SGDS2 SDSAGS LDSAGS MOS
1 Allocation of Regulated Py Only Pipe
2 Allocable Regulsted Pressure Only Pipe $437,003,802.03
3 Throughput Volumes (excl MDS) 29,603,566.1 13,748,233.4 2,208,4323 4,072,940.8 2,389,193.4 7.186,766.2
4 Percent Thwoughput 100.000% 48.434% 7.460% 13.758% 8.071% 24.277%
S  Throughput Component 50.000% 2.216% 3.730% 6.879% 4.036% 12.139%
6  Design Day Volumes (excl MDS) 324,811 163,100 31,551 53,275 39,196 37,689
7 Percent Design Day Volumss 100.000% 50.214% 9.714% 16.402% 12.067% 11.603%
8  Demand Component 50.000% 25.108% 4.85% 8.201% 8.034% 5.802%
9  Demand/Commodity Factor 100.000% 48.322% 8.587% 15.080% 10.070% 17.941%
10  Allocation of Regulated P Only Pipe $437,093,602.03 $211,212,467.02 $37,533244.78  $65,913,745.35 44,0185,345.36 76,418,909.02
11 AN of Remaining Regulated Py Pipe
12  Allocable Remaining Regulated Pressure Pipe $195,460,163.44
13 Throughput Volumes (Total Company exct MDS) 78,042,342 36,861,828 5,880,946 9,520,547 7,503,128 18,275,892
14  Percent Throughput 100.000% 47.233% 7.536% 12199% 9.614% 23.418%
15 Throughput Component 50.000% 23.616% 3.768% 6.100% 4.807% 11.709%
16 Deslgn Day Volumes (Total Company exc! MDS) 769,993 441,900 82,752 109,891 63,707 7,743
17  Percent Design Dey Volumes 100.000% 67.300% 10.747% 14.272% 8.274% 9.317%
18  Demand Component 50.000% 28.694% 5.374% 7.136% 4.137% 4.659%
19  Demand/Commodity Factor 100.000% 52.310% 9.142% 13.236% 8.944% 16.368%
20  Alloc. of Remaining Regulsted Pressure Pipe $195,480,163.44 $102,255,673.50 $17,870,796.54  $25,873,754.43 17,483,745.82 31,986,193.15
21 Total D d/C dity Allocation Factor $861,938,226.40 $490,756,975.09 $82,247,064.86  $112,843,195.87 64,088,809.26 111,009,181.32
100.000% 56.937% 9.542% 13.092% 7.435% 12.994%



c
b4
m

0&*‘@0\&@'\3—"5

18
19

U]

TJARIFF RATE SCHEDULES
RSS

RDGSS
RCC
RDS
RDGDS
SGSS1
$GSSs2
NSS
SCcD1
SCD2
SGDS1
SGDS2
LGSS1 &2
LGSS3 & greater
sDs
LDS
MLDS
Total Number of Bills

Average Number of Customers
ALLOCATOR #6

TOTAL
3,405,453
0
257,661
1,001,899
0
273,268
42,665
12
90,107
10,144
8,148
19,608
1,016
24
5.424
1,116
108

5,116,653

426,388
100.000%

Used only in the Customer Charge calculation.

COLUMBIA GAS OF PENNSYLVANIA, INC.
DEVELOPMENT OF ALLOCATION FACTOR 6
AVERAGE NO. OF CUSTOMERS

RSS/RDS  SGSS1/SCD1/SGDS1 SGSS2/SCOY/SGDS2  SDSAGSS

3,405,453
0
257,661

4,665,01

388,751
9M1.174%

N
~
w
§OOOOO

e

90,107

8,148

cocoooo0oo

371,523

7.261%

[0 = I = = = I = ]

o0 o0oOO0OO0OOOCOOOO0O

-
[~}
a2
P

[=4

5424

6,440

537
0.126%

LDSAGSS

OgOOOQOQOOCOOOO

1116

1,140

0.022%

:

- -
glgooooooooi;oocooco

0.002%

EXHIBIT MPB-2

ALLOC®

0

Total No of
Bills (Inc! Final) Eipal Bills

3,463,638 58,185
0 0
262,122 4,461
1,009,081 7182
0 0
274,880 1612
42,773 108
12 0
90,425 318
10,157 13
8,171 23
19,658 50
1,022 6
24 0
5,446 22
1,118 2
108 0
5,188,635 71,982




LINE
NO.

ACCOUNT

DIS Billed Net Charge-offs - Sales Only

DIS Billed Revenue - Commv/ind Sales Only

Percent

Allocated DIS Billed Sales Net Charge-offs

DIS Billed Net Charge-offs - Choice Only

DIS Billed Revenue - Comm/ind Choice Only

Percent

Allocated DIS Billed Choice Net Charge-offs

Total DIS Billed Net Charge-offs

ALLOCATOR #7

EXHIBIT MPB-2

ALLOC 7
COLUMBIA GAS OF PENNSYLVANIA, INC.
DEVELOPMENT OF ALLOCATION FACTOR 7
CURRENT DIS REVENUE
JOTAL RSS/RDS SGSS1/SCD1/SGDS1 SGSS2/SCD2/SGDS2 SDSAGSS LDSAGSS MLDS
Total Residential Commercial
9,788,214.00 9,185,767.00 602,447.00
65,898,506 35,155,881 30,742,625 0 0 0
100.000% 53.349% 46.651% 0.000% 0.000% 0.000%
9,788,214.00 9,185,767.00 321,399.45 281,047.55 0.00 0.00 0.00
Total Residential Commercial
1,911,425.00 1,753,065.00 168,360.00
25,311,717 8,613,396 16,698,321 0 0 0
100.000% 34.029% 65.971% 0.000% 0.000% 0.000%
1,911,425.00 1,753,065.00 53,888.32 104,471.68 0.00 0.00 0.00
11,699,639.00 10,938,832.00 375,287.77 385,5619.23 0.00 0.00 0.00
100.000% 93.497% 3.208% 3.295% 0.000% 0.000% 0.000%




ACCOUNT
CURRENT GMB/GTS REVENUE

ALLOCATOR #8

EXHIBIT MPB-2

ALLOC 8
COLUMBIA GAS OF PENNSYLVANIA, INC.
DEVELOPMENT OF ALLOCATION FACTOR 8
CURRENT GMB/GTS REVENUE
JOTAL RSS/RDS S1/SCD1/SGDS1 SGSS2/SCD2/SGDS2 SDSAGSS LDSAGSS  MLDS
38,556,457 - 64,979 1,836,049 17,578,831 17,428,134 1,648,464
100.000% 0.000% 0.169% 4.762% 45.592% 45202%  4.275%



LINE

P e Z
N_.ocooosloacn»wm-‘l.o

-
w

Residential Unlisted
RS
RTC
Commercial Unlisted
LG2
SCC
SC2
SGS
SGT
SG2
SG3
TOTAL

ALLOCATOR #9

EXHIBIT MPB-2

ALLOC 9
COLUMBIA GAS OF PENNSYLVANIA, INC.
DEVELOPMENT OF ALLOCATION FACTOR 9
DIRECT ASSIGNMENT - CUSTOMER DEPOSITS
RSS/IRDS  SGSS1/SCD1/SGDS1 SGSS2/SCD2/SGDS2 TOTAL
44,355 - . 44,355
1,655,404 - . 1,655,404
203,264 . - 203,264
. 14,838 . 14,838
- 20,254 . 20,254
- 38,876 - 38,876
- - 5,352 5,352
. 555,409 . 555,499
- 34,600 . 34,600
- . 57,213 57,213
- 2,078 - 2,078
1,903,023 667,045 62,565 2,632,633
72.285% 25.338% 2.377% 100.000%




EXHIBIT MPB-2

ALLOC 10
COLUMBIA GAS OF PENNSYLVANIA, INC.
DEVELOPMENT OF ALLOCATION FACTOR 10
FORFEITED DISCOUNTS
LINE ACCT.
NO. NO, ACCOUNT TOTAL  RSS/RDS SGSS1/SCD1/SGDS1 SGSS2/SCD2/SGOS2 SDSILGSS LDS/ILGSS MLDS
1 487.00 FORFEITED DISCOUNTS - DIS 1,098,561 871,157 106,404 115,330 5,357 303 -
2 487.00 FORFEITED DISCOUNTS - GMB & GTS 93.727 - 158 4,463 42,733 42,366 _ 4,007
3 TOTAL CURRENT SALES AND TRANSPORTATION REVENUE 1,192,278 871,157 106,562 119,793 48,090 42,669 4,007
4 ALLOCATOR #10 100.000% 73.067% 8.938% 10.047%  4.033%  3.579% 0.336%
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ACCT.

374.10
37420
374.30
374.40
37440
37441
374.50
374.50

37531
378.40
375.40
375.60
375.80

376.00
376.08

376.30
376.80
378.10

378.30
3.0
3711
380.00
380.00
380.12
381.00
381.10
382.00

384.00
385.00
385.00
385.10

ACCOUNT
LAND - CITY GATE & MA IND MAR
LAND - OTHER DISTRIBUTION
LAND RIGHTS - CITY GATE MAIN LINE
LAND RIGHTS - OTHER DISTRIBUTION

DIRECT - LAND RIGHTS-OTHER DISTRIBUTION

LAND RIGHTS - OTHER DISTRIBUTION LOC
RIGHTS OF WAY

DIRECT - RIGHTS OF WAY

M & R STRUCTURES - CITY GATE

M & R STRUCTURES - LOCAL GAS PURCH
M & R STRUCTURES - REGULATING

DIRECT - M & R STRUCTURES - REGULATING

M & R STRUCTURES - DIST.IND. M& R
M & R STRUCTURES - COMMUNICATION
MAINS

DIRECT - MAINS - MDS

MAINS-CSL REPLACEMENTS
MAINS-BARE STEEL

DIRECT - MAINS-BARE STEEL
MAINS-CAST IRON

M & R EQUIP - GENERAL

M & R EQUIP - GENERAL - REGULATING
DIRECT - M & R EQUIP-GEN-REG

M& R EQUIP - LOCAL GAS PURCHASES
M& R EQUIP - CITY GATE

M & R EQUIP - EXCHANGE GAS

AUTOMATIC METER READING
METER INSTALLATIONS

HOUSE REGULATORS

HOUSE REG INSTALLATIONS

IND M&R EQUIPMENT

DIRECT - IND M&R EQUIPMENT

IND MR EQUIPMENT - LG VOLUME

TOTAL

EXHIBIT MPB-2

ALLOC 11
COLUMBIA GAS OF PENNSYLVANIA, INC.
DEVELOPMENT OF ALLOCATION FACTOR 11
DISTRIBUTION PLANT EXCLUDING ACCOUNTS 375.70, 375.71, & 387
IQTAL RSSRDS SGSSYUSCDISGPS] SGSS2/SC02/SGDS2  SDSAGSS LOSAGSS MOS
21,944 16,643 197 1679 862 869 -
477,118 359,700 2,845 36,500 19,175 18,899 -
95,361 71,893 8,563 7295 3533 am -
2,7371977 2,083,558 245,799 209,394 110,007 108,420 -
13 1 1 . . 1 -
3238374 2,441,411 290,806 247,738 130,150 128272 -
1,248 - - - - - 1,248
743,068 60,199 66,728 56,845 29,864 2943 -
946,925 713,887 85,004 72,440 38,057 37,508 -
3,813,061 2,874,667 32413 201,609 183,247 161,035 -
27124 - - - - . 27,124
87,670 - ase 16,151 36218 3,787 -
18,515 12,451 1,483 1,263 664 es4 -
1,354,749,182 1,021,345.408 121,656,477 103,638,312 54,447,370 53,661,815 -
226,885 - - . . - 226885
23,785,878 17,032,172 2136972 1,819,620 955,954 242,159 -
68,743,268 51,825,550 173,146 5.258,960 2,762,792 2722921 -
129,516 - - . - - 129,516
523,053 394,330 46,970 40,014 21022 20718 -
55,331 41,714 4,969 4233 2224 2192 -
48,736,190 36234413 4,196,910 3,575,319 1,878,328 1,851,221 -
291,038 - - - - - 2901035
461,790 248,144 41,469 35,227 18,559 18292 -
141,567 108,727 22713 10,830 5,690 6.808 -
(450) (339) (40) (34) (18) (18) -
490,342,928 445,265,703 26,118,660 7,695,412 1,015,010 348,144 -
39403 . - - - . 39,403
37,714,590 28,005,484 1,518,767 7,606,656 360,540 107,109 6,034
24,289,208 18,094,246 978,126 4,898,890 245,078 8,981 3,890
37,776,149 28,141,342 1,521,246 7,619,071 381,161 107.284 6,044
12,047,377 10,914.201 878,013 24322 26,143 4,69 -
3,864,772 3,501,252 281,885 71,962 8,387 1,507 -
5,047,477 - 202,303 929,846 2,085,214 1,830,114 -
373201 - - - - -
1,154,820 - 46,165 212,188 475,840 M76827 -
2,120,695,852 1,670,354,663 176,902,683 144,481,628 65231,380 62620826 1,104,484
100.000% 78.764% 8.342% 6.813% 2076% 2.953% 0.052%

ALLOCATOR #11




LINE ACCT.
NO.  NO.
1 301.00
2 302.21
3 303.00
4 303.30
5 305.00
6  301-303
7 350.10
8 350.20
9 351.20
10 35201
" 352.02
12 352.10
13 35212
14  353.00
15 354.00
16 355.00
17 362.00
18 36210
18  350-362
19 37410
20 373420
21 37430
22 37440
23 37440
24 37441
25 374.50
26 37450
27  375.20
28 375.31
29 37540
30 37540
31 37560
32 375.70
33 375.1
34 375.80
35 376.00
36  376.00
37 376.08

ACCOUNT
Organizational Costs
Franchises/Consent, Pempetual
Misc Intangible Plant
Misc Software
Structures & Improvements
TOTAL INTANGIBLE PLANT

Land

Rights of Way

Compressor Station Structures

Wells Consfruction

Wells Equipment

Storage Leasehold and Rights

Other Leases

Lines

Compressor Station Equipment

Measuring & Regulating Equipment

Gas Holders

Environmental Remediation
TOTAL UNDERGROUND STORAGE

LAND - CITY GATE & M/L IND M&R

LAND - OTHER DISTRIBUTION

LAND RIGHTS - CITY GATE MAIN LINE

LAND RIGHTS - OTHER DISTRIBUTION
DIRECT - LAND RIGHTS-OTHER DISTRIBUTION
LAND RIGHTS - OTHER DISTRIBUTION LOC
RIGHTS OF WAY

DIRECT - RIGHTS OF WAY

M & R STRUCTURES - CITY GATE

M & R STRUCTURES - LOCAL GAS PURCH

M & R STRUCTURES - REGULATING

DIRECT - M & R STRUCTURES - REGULATING
M &R STRUCTURES - DIST. IND. M&R

M & R STRUCTURES - OTHER

M & R STRUCTURES - OTHER LEASED

M & R STRUCTURES - COMMUNICATION
MAINS

DIRECT - MAINS - MDS

MAINS-CSL REPLACEMENTS

EXHIBIT MPB-2

ALLOC 12
COLUMBIA GAS OF PENNSYLVANIA, INC.
DEVELOPMENT OF ALLOCATION FACTOR 12
GROSS PLANT
Page 1
GROSS
PLANT RSS/RDS  SGSS1/SCD1/SGDS1 SGSS2/SCD2/SGDS2 SDSAGSS LDSAGSS  MLDS
100,099
26,489
4,809,062
31,528,188
0
36,463,839 28,720,378 3,041,813 2484281 1,121,628 1076777 18,961
23,882
1,932
3,190,982
799,134
168,680
139,442
67,498
405,288
962,222
123,010
0
[
5,882,069 4,312,086 716,142 725553 110,936 9,176 8,176
21,944 16,543 1,974 1,679 882 869 0
477118 359,700 42,845 36,500 19,175 18,899 0
95,361 71,893 8,563 7,295 3,833 3,777 ()
2,737477 2,063,558 245,799 209,394 110,007 108,420 0
0 0 0 () 0 0 0
13 1 1 0 0 1 0
3,238,374 2,441,411 290,806 247,736 130,150 128,272 0
1,246 0 0 0 0 0 1,246
743,068 560,199 66,728 56,845 29,864 29,433 0
946,925 713,887 85,034 72,440 38,057 37,508 0
3,813,061 2,874,667 342,413 201,699 153247 151,035 0
27,124 0 0 0 0 0 27124
87,670 0 3,514 16,151 36,218 31,787 0
7,821,943 6,160,875 652,506 532,909 240,603 230,982 4,067
4,517,569 3,558,218 376,856 307,782 138960 133404 2,349
16,515 12,451 1,483 1,263 664 654 0
1,364,749,181 1,021,345,408 121,656,477 103,638,312 54,447,370 53,661,615 0
226,885 0 0 0 0 0 226,885
23785876 17,932,172 2135972 1,819,620 955954 942,159 0




LINE ACCT.
NO.  NO.
1 376.30
2 376.30
3 376.80
4  378.10
§ 37820
(] 378.20
7 37830
8 37910
9 379.11
10  380.00
11 380.00
12 380.12
13 381.00
14 381.10
16 382.00
16  383.00
17  384.00
18  385.00
19  385.00
20 38510
21 387.10
22 38720
23 38742
24 387.44
25 38746
26 387.45
27  387.50
28  374-387

ACCOUNT
DISTRIBUTION PLANT

MAINS-BARE STEEL
DIRECT - MAINS-BARE STEEL
MAINS-CAST IRON
M & R EQUIP - GENERAL
M & R EQUIP - GENERAL - REGULATING
DIRECT - M & R EQUIP-GEN-REG
M & R EQUIP - LOCAL GAS PURCHASES
M & REQUIP - CITY GATE
M & R EQUIP - EXCHANGE GAS
SERVICES
DIRECT - SERVICES
CSL REPLACEMENT
METERS
AUTOMATIC METER READING
METER INSTALLATIONS
HOUSE REGULATORS
HOUSE REG INSTALLATIONS
IND M&R EQUIPMENT
DIRECT - IND M&R EQUIPMENT
IND M&R EQUIPMENT - LG VOLUME
OTHER EQUIP DISTRIBUTION
OTHER EQUIP ODORIZATION
OTHER EQUIP RADIO
OTHER EQUIP COMMUNICATION
OTHER EQUIP CUSTOMER INFO SERVICE
DIRECT - OTHER EQUIP CUSTOMER INFO SER
GPS EQUIPMENT
TOTAL DISTRIBUTION

EXHIBIT MPB-2

ALLOC 12
COLUMBIA GAS OF PENNSYLVANIA, INC.
DEVELOPMENT OF ALLOCATION FACTOR 12
GROSS PLANT
Page 2
GROSS
PLANT RSS/RDS  SGSS1/SCD1/SGDS1 SGSS2/SCD2/SGDS2 SDS/ILGSS LDSAGSS  MLDS
68,743,268 51,825,550 6,173,146 5,258,860 2,762,792 2,722,921 0
129,516 0 0 0 0 0 129,516
523,053 394,330 46,970 40,014 21,022 20,718 0
55,331 41,714 4,969 4,233 2,224 2,192 0
46,736,190 35,234,413 4,196,910 3,575,319 1,878,328 1,851,221 0
291,035 0 0 0 0 0 291,035
461,790 348,144 41,469 35,327 18,559 18,292 0
141,567 106,727 12,713 10,830 5,690 5,608 0
(450) (339) (40) (34) (18) (18) 0
490,342,928 445,265,703 36,118,660 7.595.412 1,015,010 348,144 0
39,403 0 0 0 0 0 39,403
0 1] 0 0 0 0 0
37,714,590 28,095,484 1,518,767 7,606,656 380,540 107,109 6,034
24,289,208 18,094,246 978,126 4,898,890 245,078 68,981 3,886
37,776,149 28,141,342 1,521,246 7.619,071 381,161 107,284 6,044
12,047,377 10,914,201 878,013 224,322 26,143 4,699 0
3.864,772 3,501,252 281,665 71,962 8,387 1,507 0
5,047,477 0 202,303 929,846 2,085,214 1,830,114 0
373,291 0 0 0 0 0 373,291
1,151,820 0 46,165 212,188 475,840 417,627 0
16,603 13,078 1,385 1.131 511 490 9
117,248 92,349 9,781 7.988 3,607 3,462 61
121,945 96,049 10,173 8,308 3,751 3,601 63
635,499 500,545 53,013 43,297 19,548 18,766 331
3,572,300 2,813,687 298,001 243,381 109,884 105,490 1.858
56,078 0 0 0 0 0 56,078
4,304,405 3,390,322 359.074 293,259 132,404 127,109 2,238
2,141,859,442 1,686,979,784 178,663,472 145,919,883 65,880,656 63,244,131 1,171,518




LINE ACCT.
NO. NO.
1 389.20
2 390.10
3 391.10
4 3911
5 39112
6 39120
7 39220
8 39221
9  393.00
10  394.10
1 39411
12 394.12
13 39420
14 394.30
15 394.31
16 395.00
17 396.00
18 397.00
19  397.10
20 39720
21 397.40
22 39750
23 398.00
24  380-398
25

GE NT
Land Rights
Str, Communications
OF&E Unspecified
OF&E Data Handling Equipment
OF&E Information Systems
OF&E Air Cond Equip
Trans Eq Trailers > $1,000
Trans Eq Trallers $1,000 or >
Stores Equipment
Tools, Garage & Service Eq
CNG Equip - Stationary
CNG Equip - Portable
Shop Equipment
Tools & Other
High Pressure Stopping
Laboratory Equipment, Gas
Power Operated Equipment
Communication Equipment
Communication Equipment-Telephone
Communication Equipment-Radio
Communication Equipment-Other
Communication Equipment-Telemetering
Miscellaneous Equipment

TOTAL GENERAL PLANT

TOTAL

COLUMBIA GAS OF PENNSYLVANIA, INC.
DEVELOPMENT OF ALLOCATION FACTOR 12
GROSS PLANT

GROSS

BLANT RSS/RDS

0

120,070
2,757,359
24,427
1,860,012
3,007
85,691
10,830
13,435
100,115
1,774,190
179,308
66,773
14,794,442
10,847
27,903
1,435,493
0
1,200,001
0

()
2,029,340
867,608

27360850  21.550,500

2,211,566,200 1,741,562,748

ALLOCATOR #12 78.748%

2,282,442

184,703,869

8.352%

EXHIBIT MPB-2
ALLOC 12

Page 3

SGSS1/SCD1/SGDS1 SGSS2/SCD2/SGRS2 SDSAGSS LDSAGSS  MLDS

1,864,095 841,620 807,966 14,228

150,993,812 67,954,839 65.138,050 1.212,883

6.827% 3.073% 2945%  0.055%
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ACCT.
NO.
376.00
376.00
376.08
376.30
376.30
376.80

Al UNT
MAINS
DIRECT - MAINS - MDS
MAINS-CSL REPLACEMENTS
MAINS-BARE STEEL
DIRECT - MAINS-BARE STEE
MAINS-CAST IRON

TOTAL

ALLOCATOR #13

EXHIBIT MPB-2

ALLOC 13
COLUMBIA GAS OF PENNSYLVANIA, INC.
DEVELOPMENT OF ALLOCATION FACTOR 13
DIRECT PLANT - MAINS
GROSS
PLANT RSS/RDS SGSS1/SCD1/SGDST SGSSYSCD2/SGDS2 SDSAGSS LOSAGSS MLDS
1,354,749,182 1,021,345,408 121,656,477 103,638,312 54,447,370 53,661,615 -
226,885 . . - - - 226885
23,785,876 17,932,172 2,135,972 1,819,620 955,954 942,159 -
68,743,268 51,825,550 6,173,146 5268860 ° 2,762,792 2,722,921 .
129,516 - - . . - 129516
523,053 394,330 46,970 40014 _ 21022 20,718 -
1,448,157,780 1,091,497,460 130,012,564 110,756,806 58,187,137 57,347,413 356,401
100.000% 75.371% 8.978% 7.648% 4.018% 3.960%  0.025%
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ACCT.

376.00
376.00
376.08
376.30
376.30
376.80
380.00
380.00
380.12

A UNT
MAINS
DIRECT - MAINS - MDS
MAINS-CSL REPLACEMENTS
MAINS-BARE STEEL
DIRECT - MAINS-BARE STEEL
MAINS-CAST IRON
SERVICES
DIRECT - SERVICES
CSL REPLACEMENT

EXHIBIT MPB-2

ALLOC 14
COLUMBIA GAS OF PENNSYLVANIA, INC.
DEVELOPMENT OF ALLOCATION FACTOR 14
COMPOSITE DIRECT PLANT - ACCOUNTS 376 & 380
IoTAL RSS/RDS  SGSS1/SCD1/SGDS1 SGSS2/SCDYSGDS2 SPSAGSS ILGSS  MLD
1,354,749,182  1,021,345,408 103,638,312 54,447,370 53,661,615 -
226,885 - - - - 226,885
23,785,876 17,932,172 1,819,620 955,954 942,159 -
68,743,268 51,825,550 6,258,860 2,762,792 2,722,921 -
129,516 - - - - 129,516
623,053 394,330 40,014 21,022 20,718 -
490,342,928 445,265,703 7595412 1,015,010 348,144 -
39,403 - - - - 39,403
TOTAL 1,938,540,112 1,536,763,162 118,352,218 59,202,147 57,695,556 395,804
100.000% 79.275% 6.105% 3.054% 2976%  0.020%

ALLOCATOR #14



Billing
Rate

801
802
803
806
806
806
808
808
809
809
810
818
819

Rate Case
Rate

SDSAGSS

MDS/NSS

LDSAGSS
SDS/LGSS
SDSALGSS
SDSALGSS
LDSAGSS
LOS/ALGSS
LDS/LGSS
LDSALGSS
LDSA.GSS
LDSALGSS
LDOS/LGSS
LDSALGSS

MDS/NSS

LDSNLGSS
LDSALGSS

MDS/NSS

LDSAGSS
SDSN.GSS
LDS/ALGSS
LDS/LGSS
SGSS2/SCD2/SGDS2
LOSAGSS
LDSALGSS
LDSALGSS
SDSAGSS
SGSS2/SCD2/SGDS2
MDS/NSS
SGSS2/SCD2/SGDS2
SGSS2/SCD2/SGDS2
SGSSYSCD2/SGDS2
SGSS2/SCD2/SGDS2
SGSS2/SCD2/SGDS2
SDSALGSS
SGSS2/SCD2/SGDS2
SDS/ALGSS
LDSAGSS
SGSS2/SCD2/SGDS2
SDSALGSS

Columbia Gas of Pennsylvania, Inc.
Services Allocation Factor
As of November 30, 2015

6
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UNDER 3"

6"

8'

6'

UNDER 3"
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UNDER 3"

UNDER 3"

8"

4"

4"

UNDER 3"

UNDER 3"

4"

6"

UNDER 3"
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UNDER 3°
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UNDER 3°

UNDER 3°

UNDER 3"
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Average
Unit
Cost
2,570.20
5,594.69
837.35
470.89
2,424.69
837.35
883.31
837.35
2,570.20
5,594.69
2,570.20
837.35
2,570.20
837.35

'5,504.69

2,424.69
83735
837.35

. 5,594.69
. 2,424.69
2,424.69 .

837.35
837.35
2,424.69
2,570.20
837.35
2,424.69
837.35
2,424.69
2,424.69
837.35
837.35

83735

837.35
2,424.69
470.89
242469
2,424.69
837.35

- 837.35

Total

Cost
2,570.20
11,189.38
837.35
470.89
2,424.69
837.35
883.31
837.35
2,570.20
5,594.69
2,570.20
837.35
2,570.20
837.35
5,594.69
2,424.69
837.35
837.35
5,594.69
2,424.69
2,424.69
837.35
837.35
2,424.69
2,570.20
837.35
2,424.69
837.35
2,424.69
9,698.76
15,072.30
10,885.55
13,397.60
7.536.15
2,424.69
470.89
2,424.69
2,424.69
837.36
837.35

Key

8016”

8028
803UNDER 3°
8063°

8064"
806UNDER 3"
8086-5/8"
808UNDER 3"
8096"

8098°

8106"
816UNDER 3
8196°
820UNDER 3°
8218°

8304°
830UNDER 3"
831UNDER 3"
8338"

8384"

8404”
840UNDER 3"
841UNDER 3°
8454"

8466"
846UNDER 3"
8474"
848UNDER 3"
8504"

8524°
852UNDER 3*
853UNDER 3°
854UNDER 3"
855UNDER 3°
8564"

8573"

8584"

8594"
860UNDER 3"
861UNDER 3"

Exhibit MPB-2
Alioc 15
Page 1



862

866

872
873
874
875
875
875
876
877
878
879
LG1
LG1
LGt
LG1
LG2
LG2
LG2
LG2
LG3
LG3
LG3
LG4
NSI
RCC
RCC
RCC
RCC
RCC
RS
RS
RS
RS
RS
RS
RTC
RTC
RTC
RTC
RTC
sC2

SGSS1/SCD1/SGDS1
S$GSS2/SCD2/SGDS2
SGSS1/SCD1/SGDS
SDSALGSS
SGSS1/SCD1/SGDS1
LDSAGSS

MDS/NSS

LDSAGSS
SDSAGSS
LDSALGSS
LDSALGSS
LDSA.GSS
SDSNLGSS
SGSS2/SCD2/SGDS2
MDS/NSS

SDSLGSS
SDSALGSS
SDSALGSS
SDSALGSS
SDSALGSS
SDSAGSS
SDSLGSS
SDSAGSS
SDSLGSS
LDSLGSS
LDSLGSS
LDS/LGSS
LDS/LGSS

MDS/NSS

RSS/RTS

RSS/RTS

RSS/RTS

RSS/RTS

RSS/RTS

RSS/RTS

RSS/RTS

RSS/RTS

RSS/RTS

RSS/RTS

RSS/RTS

RSS/RTS

RSS/RTS

RSS/RTS

RSS/RTS

RSS/RTS
SGSS2/SCD2/SGDS2

UNDER 3"
UNDER 3°
UNDER 3*
UNDER 3°
UNDER 3°
UNOER 3°
3"
6"
UNDER 3°
6"
8"
UNDER 3°
UNDER 3°
UNDER 3"
4"
UNDER 3"
3"
4"
6"
UNDER 3"
3"
4"
6"
UNDER 3*
3
4"
UNDER 3*
UNDER 3*
3
3"
4"
6
8"
UNDER 3"
3"
4"
5"
6"
8
UNDER 3"
3
4"
5"
6"
UNDER 3"
3"
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1,432 19996 28,174 282,017

aaaw

837.35
837.35

837.35 .
- 837.35

837.35
837.35
470.89
2,570.20
837.35
2,570.20
5,594.69
837.35
837.35
837.35
2,424.69
837.35
470.89
2,424.69
2,570.20
837.35
470.89
2,424.69

2,570.20.

. 837.35
" 470.89

.2,424.69
" 837.35

837.35
. 470.89
470.89
2,424.69
2,570.20

'5,594.69

837.35
'470.89
2,424.69
1,020.80
2,570.20
5,594.69
837.35
470.89
2,424.69
1,020.80
2,570.20
837.35
470.89

17,582,675.30

236,146,934.95

70,359,171.10

862UNDER 3”
863UNDER 3"
864UNDER 3"
865UNDER 3"
866UNDER 3"
868UNDER 3"
8723

8736"
874UNDER 3"
8756"

8758"
875UNDER 3°
876UNDER 3°
877UNDER 3*
8784"
879UNDER 3"
LG13"

LG14”

LG16"
LG1UNDER 3"
LG23"

LG24"

LG26"
LG2UNDER 3"
LG33"

LG34"
LG3UNDER 3"
LG4UNDER 3"
NSI3®

RCC3"

RCC4”

RCC¢”

RCC8"
RCCUNDER 3"
RS3"

RS4"

RS5*

RS6"

RS8"
RSUNDER 3"
RTC3"

RTC4”

RTCS"

RTC6"
RTCUNDER 3”
SC23°
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sC2
SC2
8C2
S§C2
§C2
scC
SCC
$CC
SCC
8G2
SG2
§G2
$G2
SG2
$G3
SG3
SG3
SG3
SG4
SG4
SG4
SG4
SGS
SGS
SGS
SGS
SGS
TAG1
TAG1
TAG2
TAG2
TAG2
TAG2
TAGS
TAG5
TAGS
TAGS
TAGSE
TAGE
TAGE
T4
Ti4
T4
T4
Ti8
TI8

SGSS2/SCD2U/SGDS2
SGSS2/SCD2/SGDS2
SGSS2/SCD2/SGDS2
SGSS2/SCD2/SGDS2
SGSS2/SCD2/SGDS2
$GSS1/SCD1/SGDS1
SGSS1/SCD1/SGDS1
$GSS1/SCD1/SGDS1
SGSS1/SCD1/SGDS1
SGSS2YSCD2/SGDS2
SGSS2/SCD2/sGDSs2
SGSS2/SCD2/SGDS2
SGSS2/SCD2/SGDS2
SGSS2/SCD2/SGDS2
SGSS1/SCD1/SGDS1
SGSS1/SCD1/SGDS1
8GSS1/SCD1/SGDS1
SGSS1/SCD1/SGDS1
SGSS2/SCD2/SGDS2
SGSS2/SCD2/SGDS2
SGSS2/SCD2/SGDS2
SGSS2/SCD2/SGDS2
SGSS1/SCD1/SGDS1
SGSS1/SCD1/SGDS1
SGSS1/SCD1/SGDS1
SGSS1/SCD1/SGDS1
SGSS1/SCD1/SGDS1
SGSS1/SCD1/SGDS1
SGSS1/SCD1/SGDS1
SGSS2/SCD2/SGDS2
SGSS2/SCD2/SGDS2
SGSS2/SCD2/SGDS2
SGSS2/SCD2/SGDS2
S$GSS1/SCD1/SGDS1
SGSS1/SCD1/SGDS1
S$GSS1/SCD1/SGDS1
SGSS2/SCD2/SGDS2
SGSS2/SCD2/SGDS2
SGSS2/SCD2/SGDS2
SGSS2/SCD2/SGDS2
SDSAL.GSS

SDSALGSS

SDS/ILGSS

SDSAL.GSS

LOSAL.GSS

LDSAGSS

4

6"

6-5/8"

8"

UNDER 3"
3'

4"

5"

UNDER 3"
3"

4

5"

6"
UNDER 3"
3'

4"

6"
UNDER 3"
3

4"

6"

UNDER 3"
3”

4"

6"

UNDER 3°
8.

UNDER 3"
4

3.

4"

6’
UNDER 3°
3.

4-

UNDER 3"
3.

4"

6"
UNDER 3"
3'

4'

6"

UNDER 3°
3'

4"

-
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3,396
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26

17

70
22,757
59

17
16

286
1"
11

61
62

1,245
25
24

185

17

2,424.69
2,570.20
883.31
5,594.69
837.35
470.89
2,424.69
1,020.80
837.35
470.89
2,424.69
1,020.80
2,570.20
837.35
470.89
2,424.69
2,570.20
837.35

470.89-
2,424.69
. 2,570.20

837.35
470.89
2,424.69
2,570.20
837.35
5,594.69
837.35
2,424.69
470.89
2,424.69
2,570.20
837.35
470.89
2,424.69
837.35
470.89
2,424.89
2,570.20
837.35
470.89
2,424.69
2,570.20
837.35
470.89
2,424.69

24,246.90
10,280.80
1,766.62
5,504.69
738,542.70
16,010.26
36,370.35
2,041.60
6,381,444.35
41,909.21
220,646.79
1,020.80
7,710.60
2,843,640.60
470.89
7.274.07
2,570.20
11,722.90
1,883.56
12,123.45
2,570.20
21,771.10
55,094.13
169,728.30
10,280.80
19,055,573.95
5,594.69
49,403.65
2,424.69
8,005.13
38,795.04
2,570.20
239,482.10
5,179.79
26,671.59
476,452.15
28,724.29
150,330.78
20,561.60
1,042,500.75
11,772.25
58,192.56
17,991.40
154,900.75
2,825.34
41,219.73

sca4”

SC2¢6”
SC26-5/8"
Sc28°
SC2UNDER 3"
SCC3”

SCC#”

SCCs”
SCCUNDER 3"
SG23°

SG24”

SG25°

$G26"
SG2UNDER 3"
SG33"

SG34”

SG36”
SG3UNDER 3"
SG43”

SG44”

SG46”
SG4UNDER 3"
SGSs3”

SGs4”

SGS6"
SGSUNDER 3°
SGse”
TAGTUNDER 3°
TAG14®
TAG23"
TAG24"
TAG26"
TAG2UNDER 3"
TAGS3"
TAG54"
TAGSUNDER 3"
TAG63*
TAG64”
TAGE6"
TAGBUNDER 3"
Ti43"

Tla4"

Ti46"
TI4UNDER 3"
TIg3"

Tig4"
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T8
Ti8
TI8
TiB
TIB
TIB
TIe
TiB
TF
TIF
TIF
TIF
TIF-EFACT
TIF
TIG
TIG
TIG
e
TG
TIH
™2
™3
TMA
UNKNOWN

101-1000
101-2000
101-4000
106
Total

LDSAGSS
LDS/NL.GSS
LOSALGSS
SDSA.GSS
SOSNL.GSS
SDSAL.GSS
SDSA.GSS
SDSLGSS
LDSALGSS
LDSAGSS
LDSALGSS
LDSAGSS
LDSAGSS
LDSAGSS
LDSLGSS
LDSAGSS
LDSAGSS
LDSALGSS
LDSAGSS
LDSALGSS
MDS/NSS

MDS/NSS

MDS/NSS

&
8'
UNDER 3°
3.
4'
6.
he
UNDER 3°
3.
4”
&
8'
4
UNDER 3°
3'
4"
6‘
8-
UNDER 3"
y
UNDER 3°
UNDER 3"
UNDER 3°

RSS/RTS
S$GSS1/SCD1/SGDS1
S$GSS2/SCD2/SGDS2
SDSALGSS

LDS/LGSS

TOTAL BEFORE MDS/NSS
MDS/NSS

TOTAL

UNKNOWN

TOTAL ACCOUNT 380

CIAC

Relocation Reimbursements
Completed Construction not Classified
Per Exhibit 8, Schedule 1

2.256
347,216

Total
Cost
324,449,571.08
26,316,820.41
5,535,814.60

741,275.90

251.900.30
357,295,382.29
25.924.63
357,321,306.92
54,000,118,79
411,321,425.71
(1,272,483)
(17,664)
590.903
410,622,182

= QOO NWOO

N

awOOOOOOOO.O—‘QOOQOOOOAOO-"O

= -
§|CHCQOOOOOOO—\OOOOONOOOOO—‘O

»
»
-h
£
[=3
8

43,

Percent
90.807%
7.366%
1.549%
0.207%
0.071%
100.000%

. 2,570.20
5,504.69
837.35
470.89
2,424.69
2,570.20
5,594.69

~ 837.35
470.89
2,424.69
2,570.20

* 5,594.69

2,424.69:

837.35
470.89
2,424.69
2,570.20

5,594.69 .

837.35
. 2,570.20

., .837.35.

,837.35
837.35

UNKNOW!

5,140.40
11,189.38
25,120.50
17,422.93

155,180.16
15,421.20
5,594.69
133,976.00

5,179.79
26,671.59

5,140.40

5,594.69

2,424.69
44,379.55

470.89

2,424.69

2,570.20

5,594.69

1.674.70

2,570.20

837.35
837.35
837.35
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Ti8e"
Tigs"
TIBUNDER 3"
TIB3"
TiB4"
TiBe"
TIBS"
TIBUNDER 3"
TIF3"
TIF4"
TIF6"
TIF8"
TIF-EFACT4"
TIFUNDER 3"
TIG3"
TIG4"
TGe"
TIG8"
TIGUNDER 3"
TIHG"
TM2UNDER 3"
TM3UNDER 3"
TMAUNDER 3"

UNKNOWN UNKNOWN

357,321