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Please state your name and business address. 
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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, I 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-ovvned 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 2015, 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") N01th 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 peiformance 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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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 necessa1y 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 oppo1tunity 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 

supp01t 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. 

a. Proposed Rate Increase 

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

Columbia seeks recove1y 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 recove1y 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&Mcosts. 

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 supp01ted 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 sta1ted 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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$131,362,800 

$53,561,865 

I 
Columbia Gas Philadel phia Gas 

Works 

$121,244,030 

PECO 

$ 19,172,922 

II 
UGI Peoples National Fuel 

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 

pe1tinent 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. 

Growth 

Betterment 
Public Improvement 
Replacement 

Class 

Support Services 
Automated Meter Reading 
Total Gross Capital 

Shared Services Allocation 

Fully Loaded Gross Capital 

Figure 2 

Columbia Gas of Pennsylvania 

Capital Program 

($000) 

Gross View 

2016 2017 

$25,100 $23 400 
$16,900 $20 400 

$7000 $4,800 
$161,900 $204 400 

$2,173 $3887 
$500 $510 

$213,673 $267,397 

$10,766 $7,829 

$224,339 $266,226 

2018 2019 

$24 000 $24,900 

$15 600 $8,700 

$4 900 $4 900 
$210 000 $210,000 

$4 050 $3 500 
$710 $710 

$269,260 $262,710 

$7,491 $7,847 

$266,761 $260,667 

GAS-ROR-014 
Attachment A 

Page 1 of 1 

2020 

$25100 
$6 800 

$4 900 
$157 000 

$4 850 

$1 300 
$199,960 

$7,859 

$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 n'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 

NGOC Miles of Pi e (2014) 
Columbia Gas 
PGW 
PECO 
UGI1 

Peoples2 

National Fuel 

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. 
2 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 po1tions of its system, Columbia is enhancing the safety of its system 

by ensuring replacement of facilities with new and safer materials. 

b. 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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1 III. REVENUE REQUIREMENT 
2 

3 Q. How did Columbia determine the revenue requirement for this case? 

4 A. As described in the testimony of Company witness Miller (Columbia Statement No. 
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4), Columbia reviewed its costs to serve its customers using a fully forecasted rate 

year ending December 31, 2017, proforma 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. 

Q. Why is the proposed rate increase necessary to eliminate the revenue 

deficiency? 

A. Columbia's current rates do not provide the opp01tunity 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. 

Q. 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 oppo1tunity to earn an 11% rate 

of return on common equity. 

9 IV. MANAGEMENT EFFECTIVENESS 
10 
11 Q. What evidence supports adjusting the Company's requested rate of 

12 return for management effectiveness? 

13 A. In addition to Columbia's aggressive pipeline replacement program detailed in the 

14 testimony of Columbia witness Soyster, which demonstrates the effectiveness of 

15 Columbia's management and its concern for excellence in customer service, I have 

16 obtained and analyzed the most recent Management Performance Audit repo1ts 

17 from the Commission's website for Columbia, Peoples Gas Company, Philadelphia 

18 Gas Works, UGI, National Fuel Gas, Equitable Gas and PECO. The data appears as 

19 Exhibit MK-1, which is attached to my testimony. Initially, I would observe that the 

20 Commission's auditors employ a ranking category system that ranges from "Meets 

21 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. I 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 f01th in Figure 4, below. 

Figure 4 

Standard CPA Peoples PGW UGI NFG Equitable PECO 
Meets Expected Performance 50% 11 % 0% 8% 13% 7% 20% 
Minor Improvement Necessary 25% 44%1 43%1 42% 75%1 47%1 47% 
Moderate Improvement Necessary 25% 22% 43% 33% 13% 33% 33% 
Significant Improvement Necessary 0% 22%, 14%1 17% , 0%1 7%i 0% 
Major Improvement Necessary 0% 0% 0% 0% 0% 7% 0% 
Total 100% 100% 100%1 100% 100%, 100%' 100% 

8 ·x- Equitable is a division and that a management audit reflects combined 
9 Peoples/Equitable has not yet been completed 

10 

11 As Figure 4 illustrates, Columbia achieved the "Meets Expected Performance" 

12 ranking categ01y in 50% of the categories evaluated by the auditors, more than 

13 twice as often as any of Columbia's peers. Also, Columbia was one of only three gas 

14 companies that did not receive any ranldng of "Significant Improvement 

15 Necessary". A review of the information in Figure 4 and Exhibit MK-1 shows that, 

16 based on the Commission's own auditors, Columbia's pe1formance exceeds that of 

17 its peers. Based on the totality of the evidence, the Commission should grant an 

18 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 

4 Evaluation ("UCARE") for 2014. The overall information contained in the report 

5 describes how well utilities handle consumer complaints. The report focuses on 

6 three main categories: Consumer Complaints, Payment Arrangement Requests 

7 ("PAR") and Compliance with Commission regulations. 

8 Overall, Columbia's 2014 performance as reflected in the UCARE report appears to 

9 be the best in both the gas and electric industries. In the measure of Residential 

10 Consumer Complaints, Columbia had the lowest consumer complaint rate of (,48), 

11 per 1,000 residential customers in the gas industry. Columbia also had the lowest 

12 justified consumer complaint and the lowest justified rate per 1,000 residential 

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

14 Columbia in these categories in 2014. 

15 
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1 2014 Residential Consumer Complaint Rates 
2 Justified Consumer Complaint Rates 
3 Major Natural Gas Distribution Companies 
4 

! Consumer Complaint Rate Justified Consumer 
I 

Com_pany Complaint Rate 
Columbia 0-48 0.04 
NFG 0.51 0.10 
Peoples O.f,2 0.12 
Peoples-Equitable 0.77 o.os 
PGW 3.02 0.38·X· 
UGI-Gas 0.80 0.09 
UGI Penn Natural 1.13 0.11 
Average 1.03 0.13 

s ·X·Justified consumer complaint rate based on a probability sample of cases 
6 

7 In the measure of PAR, Columbia's PAR rate per 1,000 residential customers of 

8 2.06 was the best in the gas indust1y, as was its justified PAR rate and the PAR rate 

9 per 1,000 residential customers of (.04). None of the electric utilities achieved 

10 better results than Columbia during 2014. 

11 
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1 2014 Residential Payment Agreement Request (PAR) Rates/ 
2 Justified PAR Rates-ic· 
3 Major Natural Gas Distribution Companies 
4 

C@ntpany PAR Rate Justified PAR Rate 
-

Columbia 2.06 0.04 
NFG 3.09 0.20 
Peoples 2.50 O.lS 
Peoples-Equitable 4.S2 o.os 
PGW 1s.66 0.49 
UGI-Gas 7.s6 o.s3 
UGI Penn Natural 10.81 1.04 
Average 6.60 0.36 

5 -ic-A11 companies, with the exception of Columbia and NFG, have justified PAR rates based 
6 on a probability sample of cases 
7 

8 

9 

10 

11 

12 
13 

14 

I 

In the measure of Commission Infractions, Columbia had the lowest infraction rate 

per 1,000 residential customers of (.01) in the gas indust1y 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 
M. N lG n· 'b . C aJor atura as 1stn ut1on ompames 

Company 2012 2013 2014 
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 .4~ 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 pa1ticipate in Bureau of 

Consumer Services ("BCS"') Customer and Utility Resolution Effo1t ("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 Pe1formance Rep01t" is organized in five general 

categories: Call Center Performance, Residential and Small Commercial Billing, 

Meter Reading, Dispute Repo1ting, and Customer Satisfaction. Columbia's 

14 performance for each of these categories is explained below. 

15 1. Call Center Performance: 

16 Columbia was pleased with the results of its 2015 Quality of Service Performance 

17 Repo1t, particularly those statistics impacting call center performance. In 2015, 

18 Columbia experienced a marked improvement in its call answer rate within 30 

19 seconds, from 77% in 2014 to 84% in 2015. Columbia attributes this improvement 

20 to the efficiencies gained from the development of a more highly trained and 

21 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 peiformance 

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 to 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 fomth 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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2 Columbia continued the process of reducing the number of meter reading routes 

3 through rerouting projects, resulting in a cost saving to the Company's customers. 

4 In 2015, Columbia successfully rerouted nearly 190,000 accounts. By peiforming 

5 the reroute, Columbia effectively reduced its meter reading routes from 501 to 59 

6 routes. Columbia was also successful in lowering its monthly average of unread 

7 meters covered under Section 56.12 of the Commission's regulations. Meters not 

8 read at the six month interval dropped from 10 accounts in 2014 to four accounts in 

9 2015, and meters not read at the twelve month interval dropped from six accounts 

10 in 2014 to two accounts in 2015. 

11 4. Dispute Reporting: 

12 Columbia had 1 residential account where a Company response was not issued 

13 within the 30 day time frame as mandated under Section 56.151(5) of the 

14 Commission regulations. This was a training issue for a new employee that has 

15 since been resolved. 

16 5. Customer Satisfaction: 

17 Q. Are there metrics that Columbia utilizes to gauge customer satisfaction 

18 and the Company's effectiveness in providing quality customer service 

19 to its customers? 

20 A. Yes, in addition to performing a thorough review and analysis of the Commission's 

21 UCARE, the Quality of Service Performance Repo1t and the Universal Service and 
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Collections Repo1t, Columbia uses three outside contractors to perform surveys to 

determine the effectiveness of satisfaction repo1ted 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 pa1t of the 

Quality of Service Performance Rep01t. 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 

90%+ satisfaction threshold annually. 



1 Customer Service Representative Results: 
2 

Columbia Gas 
of Pennsylvania 2009 2010 2011 

Thoroughbred 12- 12- 12-
CSR Attributes month month month 

Average Average Average 

Being 90 96 100 
comteous and 
professional 
Treating as 90 96 90 
respected 
customer 
Showing 90 93 90 
concern for 
situation 
Displaying 90 95 90 
knowledge in 
iob 
Adequately 
answering 90 95 90 
questions 
Understanding 90 94 100 
purpose for call 
Having 90 92 90 
authority to 
make decisions 
Worldng 90 93 90 
quickly and 
efficiently 

2012 2013 

12- 12-
month month 

Average Average 

96 100 

95 100 

93 90 

95 90 

95 90 

95 90 

91 90 

93 90 
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I 

2014 2015 

12- 12-
month month 

Average Average 

97 96 

96 96 

94 93 

95 95 

95 95 

95 94 

92 92 

93 93 

3 ·*Source document = Thoroughbred Survey website/Columbia Gas of PA/Monthly Flash 
4 Report 
5 
6 
7 
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3 

201 
Rep Handling 
Re uest 

Contact Overall 

Columbia Gas 
Rercent 

Satisfaction 

90% 
90% 

1% 

100% 
9% 
92% 
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4 Q. How well did Columbia perform on "First Call Resolution" in 2015 with 

5 its Customers? 

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

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

8 the first time they contact the Company. 

9 
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86% 

80% 

76% 

83% 

81% 

74% 

79% 

78% 

73% 

77% 

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 territmy during the 2013-2014 winter heating season. 

Gross Gross Gross Res. Net Net Res. 
Write-

Residential Residential Write-Offs Residential Residential Offs 

Revenues Write-Offs Ratio Recoveries Write-Offs Ratio 

$334,443,294.00 $16,079,652.00 4.81% $4,453,039 $11 ,626,613 3.48% 

$422,316,022.00 $17,178,358.00 4.07% $5,406,680 $11 ,771,678 2.79% 

$418,132,074.00 $12,725,454.00 3.04% $3,878,311 $8,847, 143 2.12% 

$402,803,625.00 $10,505,925.00 2.61% $3,960,158 $6,545,767 1.63% 

$481,827,700.00 $10,87 4,843.00 2.26% $3,613,578 $7,261 ,265 1.51% 

$387,454,010.00 $12,039, 187.00 3.11% $5,097,312 $6,941,875 1.79% 

$359,493,889.00 $8, 162,827.00 2 .27% $3,454,140 $4,708,687 1.31% 

$346,316,467.00 $9,761,318.00 2.82% $3,151,779 $6,609,539 1.91% 

$268, 796,602.00 $7,585,766.00 2.82% $2,765,170 $4,820,596 1.79% 

$329,063,560.00 $6,630,828.00 2.02% $2,217,422 $4,413,406 1.34% 

$383,636,645.00 $8,357,228.00 2.18% $2,853,475 $5,503,753 1.43% 

Recently, the Commission's BCS issued a special collections repo1t titled 

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

Universal Services Program and Collections Repo1t, 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 repo1ted 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 

Rep01t, 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 territ01y. 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 pa1ticipants 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 programmmg 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 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 
14 
15 

16 

17 

18 

19 

20 

21 

Q. 

A. 

v. 

Q. 

A. 

M. Kempic 
Statement No. 1 

Page 30 of 35 

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 proforma operating 

revenues for the historical test year and for the twelve months ending December 

31, 2017 (Fully Forecasted Rate Year). Company witness Bell also suppo1ts 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 supp01ts 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 supp01ts 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 supp01t 

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 suppo1t 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 

eff01ts 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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m the determination of the revenues that Columbia should be given an 

opp01tunity to earn as a result of this base rate case. His recommendation is 

supp01ted 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 suppo1t 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 supp01t 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 recove1y, and reduction of rate base for deferred income 

taxes. 

Company witness Mark Balme1t is the Director of Regulatory Strategy & 

Suppo1t for NCSC which provides services and supp01t to Columbia for its 

regulat01y needs. In Company Statement No. 11, he testifies about Columbia's 

allocated cost of service studies. 
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• 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 Robe1t 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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Corporate Governance x 
Executive Management 

and Organizational x 
Structure 

Affiliated Interests x 
Financial Management x 
Customer Service x 
Gas Operations x 
Emergency x 

Preparedness 

Human Resources x 

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 resu lt 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 Ill through X provide findings, conclusions, and recommendations 
for each function or area reviewed in-depth during this focused audit. Exhibit 1-3 
summarizes the recommendations with the following priority assessments for 
implementation: 

-4-
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Corporate Governance x 
Executive Management x 
Affiliated Relationships x 
Gas Operations x 
Emergency 
Preparedness x 
Customer Service x 
Human Resources x 
Materials Management x 
Diversity & EEO x 

D. Recommendation Summary 

Chapters Ill through XI provide findings, conclusions, and recommendations for 
each function or area reviewed in-depth during this focused audit. Exhibit 1-2 
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 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 
ano ther utility. 

Schumaker & Company's overall assessment o f each work plan area is presented in the F1111clio11al 
Eva/11atio11 S11mmary shown in Exhibit 1-1 and Exhibit 1-2, with the specific criteria used as follows: 

+ Opti11111m - The area is functioning more than adequately and no recommendations were made. 

+ 1\IJ.i11or i111provemmt mcessmy- The area is generally functioning adequately, but minor 
improvements are recommended. 

+ Moderate improvement necessary- The area is generally functioning adequately, but some substantial 
opportunities for improvement were recommended. 

+ S ig11ifica11t improveme11/ necessary- T he area is not functioning adequately and many 
recommendations, requiring considerable effort, need to be implemented to achieve adequate 
performance. 

+ 1\11.qjor improveme11t 11ecessa1J' - 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 majo r effect on cost levels and performance for PG\v'. 

Exhibit 1-1 
F unctional Evaluation Summary 

Phase I - Diagnostic R eview 

Evaluative Ratings 

M inor Moderate Significant 
Improvem ent Improvement Improvement 

Major 
Improvement 

Chapter Function Optimum N ecessary N ecessary Necessary N ecessary 

II Executive J\fanagement & 
Human Resources 

Executive J\fanagement x 
External Relations x 
Human Resources x 

III Support Services 

Information Technology x 
Transportation Management x 
Facilities Management x 
Procurement Se1vices x 
Risk Management x 
Legal Se1vices x 

~ Schumaker & Company 12/29/2008 



Chapter Function 

IV Corporate Governance 

v Financial I\Ianagement 

VI Diversity and EEO 

VII System Reliability 
Performance & Other 
Related Operations 

VIII Customer Se1vice 

Exhibit 1-2 
Functional Evaluation Summary 

Phase II - Pre-identified Issues Review 

Evaluative Ratings 

Minor Moderate Significant 
Improvement Improvement Improvement 

Optimum Necessary Necessary Necessary 

x 
x 
x 
x 

x 

Exhibit MK-1 
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Major 

9 

Improvement 
Necessary 

D. Summary of Estimated Benefits 

The audit produced 93 reconm1endations, which are contained in this report. A sununary 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 se1vice, or substantial 
improvements to methods or procedures. 

+ Medi11111 - 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. 

+ Lmv- 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 ~ 
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Exhibit I - 1 
UGI Utilities, Inc. 

UGI Central Penn Gas, Inc. 
UGI Penn Natural Gas, Inc. 

Focused Management and Operations Audit 
Functional Rating Summary 

Meets Minor Moderate Significant Major 
Expected 

Functional Area Performance Improvement Improvement Improvement Improvement 

Level 
Necessary Necessary Necessary Necessary 

Executive Management i I 

and Organizational x I t 

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 x Safety Programs ,_ 

Diversity x 

D. Recommendation Summary 

Chapters Ill through XIV provide find ings, 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 
1-2 summarizes the recommendations with the following priority assessments for 
implementation: 

• 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 with in 12 months. 

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

-4 -



Exhibit 1-1 
National Fuel Gas Distribution Corporation 

Focused Management and Operations Audit 
Functional Rating Summary 

Exhibit MK-1 
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'.r, .. · ·. : ·: ! M 'ets =: .i :: ' . .. .. · · . . ." · · . 
' . Fu.nctional .Area ' P Erfxp:cted ' : lmp:•;;~ent lm~~::;::nt 1!;!~i~c;~~t lmp:~i~ent 
· e ormance .. . · · · · . L 1 · . Necessary Necessary Necessary Necessary 

. , ev.e... , . . . .. . 
Executive Management & x 
Organizational Structure 

Corporate Governance x 
Affiliated Interests x 
Financial Management x 
Emergency Preparedness x 
Diversity & EEO x 
Customer SeNice x 
Gas Operations x 

0. Recommendation Summary 

Chapters Ill through X provide findings, conclusions, and recommendations 
for each function or area reviewed in-depth during this focused audit. Exhibit 1-2 
summarizes the recommendations with the following priority assessments for 
implementation: 

• HIGH PRIORITY - Implementation of the recommendation wou ld 
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 
resu lt 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. 

-4 -



Equitable Gas Management Report 

Chapter F unction 

II Executive Management 
& Human Resources 

Executive 
I\fanagement 

H uman Resources 

III Financial Management 

IV Support Ser:ices 

Information 
Technology 

Transportation 
Management 

Facilities i'vlanagement 

Procurement Se1-vices 

Risk Management 

Legal Se1-vices 

v Gas Supply & 
Operations 

Chapter F unction 

VI Corporate Governance 

VII Affiliate Interests 

VIII Operational 
Performance 

IX Customer SeL-vice 

x Diversity & EEO 

Exh ibit 1-2 
F unctional Evaluation Summary 

P hase I - Diagnostic Review 

Evalua tive Ra tings 

Minor Moderate 
Improvement Improvement 

Op timum N ecessary N ecessary 

x 

x 
x 

x 

x 

x 
x 
x 
x 

x 

Exhibit 1-3 
F unctional Evaluation Summa ry 

Phase II - Pre-identified Issues Review 

Significant 
Improvement 

N ecessary 

Evaluative R atings 

Minor Moderate Sig nificant 
Improvement Improvemen t Improvement 

Optimum Necessary Necessary N ecessary 

x 

x 

x 
x 

Exhibit MK-1 
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Major 
Improvement 

N ecessary 

Major 
Improvement 

N ecessary 

x 



Exhibit 1-1 
PECO Energy Company 

Focused Management and Operations Audit 
Functional Rating Summary 

Meets Minor Moderate 
Expected Functional Area Performance Improvement Improvement 

Level Necessary Necessary 

Executive Management and x Organizational Structure 

Corporate Governance x 
Affiliated Interest and Cost x 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. Benefi ts 

Significant 
Improvement 

Necessary 

Exhibit MK-1 
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Major 
Improvement 

Necessary 

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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Please state your name and business address. 

A. L. Efland 
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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 Alts 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, I 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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1 testimony (Columbia Statement No. 3) and Exhibit 3 Schedule 4. I will also explain 

2 sales growth and comment on the residential consumption per customer. 

3 II. Weather Normalization Process 

4 Q. 

5 A. 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

Q. 

A. 

Q. 

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 taldng 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)'X·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 eve1y 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 outpe1forms 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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1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 
2010 
2011 
2012 
2013 
2014 
2015 

Table 1 
Weather Averages as Predictors 

Moving Averages used to Predict Following Years 
Columbia Gas of Pennsylvania 
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Annual Heating Degree Days Absolute Error Better 1-year predictor 

I 20-yr I 30-yr 
Actual Average Average 

6010 5877 
6219 5887 
5915 5880 
5568 5848 
6064 5860 
5236 5831 
5571 5818 
5456 5796 
5892 5791 
5724 5778 
5071 5737 
4908 5692 
5558 5680 
5455 5693 
5719 5709 
5427 5706 
6005 5704 
5641 5681 
4590 5601 
5166 5560 
5403 5529 
5385 5488 
5304 5457 
5825 5470 
5329 5433 
5564 5450 
5175 5430 
5295 5422 
5526 5404 
5447 5390 
5400 5406 
5421 5432 
4669 5387 
5486 5389 
5950 5400 
5492 5404 

5766 
5790 
5811 
5831 
5853 
5845 
5839 
5838 
5835 
5833 
5808 
5771 
5755 
5730 
5726 
5713 
5719 
5711 
5664 
5637 
5621 
5606 
5590 
5611 
5608 
5611 
5582 
5555 
5533 
5515 
5495 
5468 
5426 
5424 
5420 
5428 

1981-2015 
2006-2015 

20-yr I 30-yr 20-yr 
I 

30-yr 
Average Average Average Average 

342 453 x 
28 125 x 

312 243 x 
216 233 x 
624 617 x 
260 274 x 
362 383 x 
96 54 x 
67 111 x 
707 762 x 
829 900 x 
134 213 x 
225 300 x 
26 11 x 

282 299 x 
299 292 x 
63 78 x 

1091 1121 x 
435 498 x 
157 234 x 
144 236 x 
184 302 x 
368 236 x 
141 282 x 
131 44 x 
275 436 x 
135 287 x 
104 29 x 
44 86 x 
10 115 x 
15 74 x 

763 799 x 
99 60 x 

561 526 x 
92 72 x 

Mean Absolute Error Frequency of Lowest Absolute Error 
275 I 308 24 I 11 
210 I 248 6 I 4 

Relative Frequency of Lowest Absolute Error 
1981-2015

1 

69% I 31% 
2006-2015_ 60% . 40% 
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Weather Averages as Predictors 

Moving Averages used to Predict the Following Five Years 
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Annual Heating Degree Days Fi-..e Year Sum of Errors Better 5-year predictor 

I 
20-yr 

I Actual A-..erage 

6010 5877 

6219 5887 
5915 5880 

5568 5848 

6064 5860 

5236 5831 
5571 5818 
5456 5796 
5892 5791 
5724 5778 
5071 5737 

4908 5692 

5558 5680 
5455 5693 
5719 5709 
5427 5706 
6005 5704 
5641 5681 
4590 5601 
5166 5560 
5403 5529 
5385 5488 
5304 5457 
5825 5470 
5329 5433 
5564 5450 
5175 5430 
5295 5422 
5526 5404 
5447 5390 
5400 5406 
5421 5432 
4669 5387 
5486 5389 

5950 5400 
5492 5404 

30-yr 
A-..erage 

5766 

5790 
5811 
5831 

5853 
5845 
5839 
5838 
5835 
5833 
5808 
5771 

5755 
5730 
5726 
5713 
5719 
5711 
5664 
5637 
5621 
5606 
5590 
5611 
5608 
5611 
5582 
5555 
5533 
5515 
5495 
5468 
5426 
5424 

5420 

5428 

1985-2015 
2005-2015 

20-yr 
A-..erage 

-382 
-1080 
-1506 
-1022 
-1422 
-1442 

-2040 
-1827 
-2239 
-2179 
-1619 
-297 
-151 

-1083 
-1715 
-1725 
-2334 
-2557 
-924 
-553 
-240 
-241 
-98 
--461 
-159 

--405 
--60 
-646 
-595 

-22 

-13 

Mean Error 
-1001 
-270 

I 
30-yr 20-yr I 30-yr 

A-..erage Awrage A-..erage 

173 x 
-597 x 

-1159 x 
-937 x 

-1386 x 
-1512 x 
-2146 x 
-2038 x 
-2458 x 
-2454 x 
-1975 x 
-693 x 
-529 x 

-1268 x 
-1803 x 
-1762 x 
-2412 x 
-2706 x 
-1236 x 
-937 x 
-696 x 
-835 x 
-760 x 

-1165 x 
-1035 x 
-1212 x 
-820 x 

-1313 x 
-1244 x 
--649 x 
--455 x 

Frequency of Lowest Error 
-1 291 l 26 I 5 
-949 l 10 0 
Relati-..e Frequency of Lowest Error 
1985-20151 84% I 16% 
2006-20151 100% I 0% 
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2 III. Forecast Method 

3 

Table 3 

Stability of Weather Averages 
Annual Change in Averages 1981-2015 

Absolute Values 
Columbia Gas of Pennsylvania 

20-yr 30-yr Annual 
Average Average HDD 

Average 0.4% 0.3% 6.8% 
Maximum 1.4% 0.8% 18.6% 

A. L. Efland 
Statement No. 2 

Page 9 of 16 

4 Q. Please explain the methodology employed for developing the forecasted 

5 number of customers and customer usage for the Future Test Year and 

6 the Fully Forecasted Rate Year. 

7 A. Development of the forecasting methodology is presented in the summary that 

8 follows. This method was used to develop both the Future Test Year and the Fully 

9 Forecasted Rate Year. Price information included in the models is from the 

10 Company's databases, and average efficiency data is from Itron Inc., a national 

11 utility consulting firm. The economic variables and deflator information are from 

12 IHS Global Insight, Inc., a data consultant, and weather data is provided by 

13 Schneider Electric, a weather consulting service. 

14 Residential and Commercial Customers 

15 • Total new customer additions are forecasted for the initial three years of the 

16 forecast by Columbia's New Business Team. CHOICE customers are calibrated to 

17 the most recently observed level and the forecast is set to the current observed 

18 percentage of customers patticipating in the CHOICE program. 
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1 • Traditional transportation customers = existing transportation customers + new 

2 customers identified by the Large Customer Relations group. 

3 • Existing customers are forecasted using the latest historical level. The forecast is 

4 calculated by applying an attrition rate calculated using recent historical data. The 

5 attrition rate is applied to the latest existing level of customers at the time the 

6 forecast is being prepared. The attrition rate used for the Future Test Year and 

7 Fully Forecasted Rate Year is 0.5% for Residential and 1.2% for Commercial. 

8 • Total customers = existing customers + new customers - attrition customers 

9 • Sales customers= total customers - CHOICE customers -traditional (commercial) 

10 transpo1tation customers 

11 Residential Dekatherm ("Dth") / customer 

12 • Residential use per customer is forecasted with an econometric model that 

13 incorporates real price, an average efficiency variable, real per capita income, and 

14 heating degree days. Residential CHOICE usage follows the total Residential usage 

15 trend. 

16 Residential Volume 

17 • Dth is forecasted for existing and new construction customers 

18 Dth = customers ·x- Dth/ customer 

19 • CHOICE Dth forecasted as 

20 CHOICE Dth = customers ·x· Dth/customer 

21 • Sales Dth forecasted as residual 



1 Sales Dth = Dth - CHOICE Dth 

2 Commercial Dth/ customer 
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3 • Commercial use per customer is forecasted with an econometric model that 

4 incorporates real price, real gross county product, average efficiency variable, and 

5 heating degree days. Commercial CHOICE usage follows the total Commercial 

6 usage trend. 

7 Commercial Dth 

8 • Dth is forecasted for existing and new construction customers 

9 Dth = customers.-x- Dth/customer 

10 • CHOICE Dth is forecasted as 

11 CHOICE Dth = customers -x· Dth/ customer 

12 • Non-CHOICE transportation Dth for large commercial customers is forecasted by 

13 the Large Customer Relations group. Non-CHOICE transportation Dth for smaller 

14 commercial customers is forecasted as the trend in the forecast for total commercial 

15 use per customer. 

16 • Sales Dth forecasted as residual 

17 Sales Dth = Dth- CHOICE Dth- non-CHOICE transportation 

18 Industrial Volume 

19 • The majority of the Industrial class forecast is provided by the Large Customer 

20 Relations group. This pmtion constitutes 92% of the total Industrial class forecast. 

21 The large customer portion of the forecast is developed by incorporating 

22 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 

4 forecast is the sum of the large industrial forecast and the all other industrial 

5 forecast. 

6 • The information provided through the interviews with customers provides 

7 sales/transpo1tation detail. Additional transportation Dth is forecasted with the 

8 trend from the econometric model. 

9 Q. Please discuss the past performance of the forecast. 

10 A. Residential and commercial forecast models are updated annually with the most 

11 current data. An internal review of forecast peiformance occurs on a regular basis. 

12 Variances for the residential and commercial predictions are calculated and 

13 assessed in order to measure accuracy. The average annual one year weather 

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

15 average one year variance of the forecast is 2.3%. 

16 III. Trend in Residential Use Per Customer 

17 Q. Describe Columbia's recent trends related to residential use per 

18 customer. 

19 A. Historical data shows a steady decline in residential use per customer from 1991 to 

20 2009 and a more modest decline starting in 2010. Periods exhibiting an increase in 

21 use have all been followed closely by periods of decreasing usage, indicating that 

22 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 Vlrinter 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 m 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 

normalized for weather using the 1996-2015 definition 
y = -1 .5002x + 121 .51 

R2 = 0.9311 

125 ~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ 

120t--::'5<~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~--t 

115 +-~~--=:::::,;.:~~~~~~~~~~~~~~~~~~~~~~~~~~~~~--I 

~1 10 +-~~~~~~~-=~::--~~~~~~~~~~~~~~~~~~~~~~~--1 

~105 +-~~~~~~~~~~'---_:::::,,..;.;::,..,....~~~~~~~~~~~~~~~~~~~-l 

0 100+-~~~~~~~~~~~~~~~--==-."""""~~~~~~~~~~~~~~~--1 

95+-~~~~~~~~~~~~~~~~~......:!!~~..:::::,,-=~~~~~~~~~~~--I 

90 +-~~~~~~~~~~~~~ ~~~~~---::i~~~"'-<;.==F==~::::----:;,A~_:::,....,...-=c---l 

85 +-~~~~~~~~~~~~~~~~~~~~~~~~~~~~-=::::.._=-~~--I 

80 +-~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~-l 

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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-+-Nominal Price - Ptice Adjusted for Inflation 

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. 



1 Q. 

2 A. 

Does this conclude your prepared direct testimony? 

Yes it does. 
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Introduction

Please state your name and business address.

Melissa J. Bell, z9o 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 Compstry"), 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 1999. 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 t997 to COH's New Business Team as a Project Expediter. In t999,

I left COH for a position at UtiliCorp Enerry Solutions as a Commercial Account

7Q.
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Executive, until the sale of UtiliCorp Enerry Solutions to Exelon Energy was

completed in zooo. At this time, I joined CSC Energy Solutions as a Tariff

Analyst until February 2oog. In March 2oog, 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 2oo5, 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 eoro. I have

attended ratemaking workshops provided by the Southern Gas Association,

Deloitte LLP, Financial Accounting Institute and Regulatory Research Associates.

Have you previousb 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 durint my tenure as a GTS

analyst. I have also submitted direct testimony in Columbia's previous base rate

proceedings, at Docket No. R-eorz-zgzt749 and Docket No. R-zor4-z4o6z74,as

well as CMD's zor3 base rate proceeding, Case No. 9316 and CMA's zor5 base

rate proceeding, D.P.U. 1S-5o.

What was the nature of the testimony you provided in those

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

II. Pur?ose 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 roe Schedule 3, Page 3, based on pro forma

revenues for the twelve months ending December gt,2ot7 (Fully Forecasted Rate

Year). The exhibits were compiled in accordance with the Commission's

regulations under Title 5z Pennsylvania Code Section S3.St et. seq., regarding

Information Furnished With the Filing of Rate Changes. Specifically, I am

responsible for the preparation and presentation of Exhibits 3 and 1og

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

III. Operating Revenues - Exhibit g

Q. Please erplain the process that was undertaken to produce the

number of bills used to price revenue in this case.

A. The calculations made to determine the number of bills are found in Exhibit 3,

Schedule z 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 r of Exhibit g, Schedule z. The bills are accumulated based on which

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

1l
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in Exhibit 3 Schedule e Column z to reflect discontinued or added services for

Iarge 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 r - 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 g, Schedule ro (pro forma revenue at

proposed rates).

Please erplain 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 I, were accumulated based on the rate schedule the customer was on

at November go, 2o1S. 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 zo-year weather definition normalization. Adjustments were

17

r8
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made in Exhibit 3, Schedule 3, Column 3 to reflect discontinued or added seryices

for Iarge Commercial and Industrial customers. Incremental residential and

commercial customers that were added or discontinued during the HTY are

shown in Columns 4 and S, 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 r - 6.

Please errplain 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 2o-year weather normalization definition utilized in

Bxhibit g, Schedule 4?

Company witness Amy L. Efland (Columbia Statement No. e) 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 g, Schedule 4, Column 2. The

weather adjustment in Column 3 is calculated by subtracting actual physical flow
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Dth in Column r from the normalized Dth in Column e. The revenue impact as

shown in Column 5 is determined by multiplfnng the Dth in Column 3 by the

current base rates.

Please errplain Schedules 6 through g of Exhibit 3.

Schedules 6 and 7 eliminate certain per book amounts (offsystem 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 r, adjusted test year bills from Schedule 2 are

shown in Column r and adjusted test year Dth from Schedule 3 are shown in

Column e. Present rates are shown in Column 3. Revenue is calculated in

Column 4 by multiplyrng 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 r, 2ot6, 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-r, attached to this testimony).
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Please erplain the adjustment to Forfeited Discounts (Account +82) in

FrKhibit 3 Page 8.

Exhibit MJB-2, attached to this testimony, compares Account 487 revenue to

total billed revenue for the three most recent rz 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-z, 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

ro3), resulting in annualized Forfeited Discounts revenue for those test years

shown on Exhibit MJB-2, pages z and 3 respectively.

Please enplain Exhibit g Schedule ro.

This schedule calculates pro forma revenues at proposed rates for the HTY

reflecting the rate design as shown on Exhibit to3 Schedule 8.
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Please erplain Pages 6 - I of Exhibit 3.

The summary shows, by rate schedule by customer class, pro forma test year bills

(Column r), Consumption (Dth) (Column e), Revenue at Present Rates (Column

3), proposed adjustment (Column 4), and Revenue at Proposed Rates (Column

S). The summary seryes as a comparison of revenue at present and proposed

rates.

Please e>rplain the "Dth and Revenue Summary at Cunent Rates" on

Page 9 of Bxhibit 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 r. Exhibit 3, Page 9, Column r reflects the per books revenue as of

November go, 2or5. Columns z through 6 show the calculated split of per books

gas cost, Rider USP, GPC, MFC and Rider CC by customer class calculated on

Exhibit g, 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 ro is the pro forma Delivery Service revenue at current rates

calculated on Exhibit g, Schedule 1.

Please enplain the *Dth and Revenue Summary at Current Rates' on

Page ro of Exhibit g.

This page summarizes annualized total revenue at present rates as calculated on

ll
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Exhibit 3 Schedule r. Column t shows pro forma Delivery Service revenue at

present rates. Column z shows a summary of gas costs at present rates in effect

as of January r, z016. Column 3 shows a summary of Rider USP at present rates

in effect as of January t, zot6. Column 5 shows a summary of the Merchant

Function Charge. Detailed calculations by rate schedule for Columns r through 6

are shown in Exhibit 3, Schedule r. Column 7 shows total revenue at present

rates.

Operating Revenues - Exhibit ros

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. e) on Exhibit ro, Schedule e.

The customer counts are then spread for each month of the FIY and the FFRI

based on the HTY experience, by rate schedule by customer class by tlpe 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 rog, Schedule e, Column r.

Adjustments resulting from Large Commercial or Industrial customers that are

expected either to discontinue or to add service during the FTY and FFRY are

11
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shown by customer in Exhibit ro3, Schedule 4, Pages 16 and r8 respectively, and

summarized in Exhibit ro3, Schedule z, Column e. New construction customers

who are expected to begin service during the FTY and FFRY are shown on Exhibit

ro3, Schedule 4, Pages r and 7 respectively and summarized on Exhibit ro3,

Schedule z, Column 3. Customer attrition, which is expected to occur during the

FIY and FFRY is shown on Exhibit 1o3, Schedule 4, Pages 3 and 9, respectively,

and summarized on Exhibit rog, Schedule 2, Column 4. Column 5 of Exhibit ro3,

Schedule z 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 ro3, Schedule z, Column 6. FTY adjusted

number of bills in Exhibit ro3, Schedule z, Column 7 is the sum of Columns r

through 6. Bills in Column 7 are used for pricing in Exhibit ro3, Schedule r (pro

forma revenue at present rates) and Exhibit ro3, Schedule Z (pro forma revenue

at proposed rates) for both the FTY and the FFRY.

Please enplain the process used to develop Future Test Year and Fully

Forecasted Rate Year Dth.

Forecasted adjusted Dth for both the FIY and the FFRY are shown in Exhibit

ro3, Schedule 3, Column 6 are the sum of: (a) forecasted Dth in Exhibit ro3,

Schedule 3, Column r, (b) Large Commercial and Industrial adjustments in
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Exhibit ro3, Schedule 3, Column 2, (c) new construction consumption in Exhibit

ro3, Schedule 3, Column g, (d) attrition consumption in Exhibit ro3, Schedule 3,

Column 4, and (e) rate schedule transfers in Exhibit ro3, Schedule 3, Column 5.

Volumes in Exhibit ro3, Schedule 3, Column 6 are used for pricing in Exhibit ro3,

Schedule r (pro-forma revenue at current rates) and Exhibit ro3, Schedule Z (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 ro

Schedule e. These Dth are spread for each month of the FIY 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 r of Exhibit rog,

Schedule 3.

Adjusted Dth in Exhibit ro3, Schedule 3, Column 6 are the sum of Columns r

through 5 for both the FIY and FFRY. Adjustments resulting from Iarge

Commercial and Industrial customers either discontinuing or adding service

during the FTY and FFRY are shown by customer in Exhibit ro3, Schedule 4,
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Page 16 and t8, respectively, and summarized in Exhibit ro3, Schedule 3, Column

z 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 ro3, Schedule 4, Pages ro and rr and Pages

r4 and 15 for the FFRY. The Dth attributable to new customers are summarized

on Exhibit 1o3, Schedule 4, Page z, Column r and are shown on Exhibit 1o3,

Schedule 3, Column 3. Customer attrition, which is expected to occur during the

FIY and FFRY is calculated on Exhibit ro3, Schedule 4, Pages g and 9,

respectively, and is shown on Exhibit ro3, Schedule 3, Column 4.

Please erplain Bxhibit ro3, Schedule 7.

This Schedule calculates pro forma revenues at proposed rates for the FIY and

FFRY, respectively, reflecting the rate design as shown on Exhibit 1og, Schedule

8.

Please explain Pages 6 - 9 of Exhibit ro3.

The summary shows, by rate schedule by customer class, pro forma test year bills

(Column r), Consumption (Dth) (Column z), Revenue at Present Rates (Column

3), proposed adjustment (Column 4), and Revenue at Proposed Rates (Column

S). The summary serves as a comparison of revenue at present and proposed

rates.

Please o<plain the *Dt'h and Revenue Summary at Current Rates" on

Pages ro through r5 of Exhibit ro3.
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These pages summarize annualized total revenue at present rates as calculated on

Exhibit ro3, Schedule 7. Exhibit ro3 includes annualized total revenue for both

the FTY and FFRY.

Please summarize the drivers that make up the difference in revenue

in Exhibit rog between the FIY and the FFRY.

The difference between the revenue in the FIY 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.

Princinles 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 sewice. 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

fewyears.

Revenue Allocation

Please state the basis for the Compan/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 shrdy 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. n), 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-g 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 multiplyrng the result by roo to

produce the index. The total Company return will always be roo. The closer an

individual class return is to the total Company return, the closer its index will be

to roo 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 7go/o of. total Company revenues and 9t%o of total Company

customers. The return index for the residential class ranges from 75.2 under the

Customer/Demand study to ro8.8 under the Peak & Average study. The average

ACOS study produces a residential return index of 9o.S, indicating that the class

returns are somewhat below panty 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 panty with the overall total

Company return. Columbia proposes to increase the unitized return from the

current o.9o477 to .955oo, a 9.6%o increase toward parity.
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The SGSSI/SCDI/SGDST (< 6,44o therms annually) return indices are roo.4 for

the Peak & Average study, Log.4 for the Customer/Demand study, and ro4.8 for

the average ACOS study, indicating that the class returns are somewhat above

parity at present rates. In developing the proposed rates for the

SGSSI/SCDI/SGDSI (< 6,44o therms annually) class, I looked at the current

unitized return. The class's return is r.o48zo, which is above panty with total

Company; therefore, Columbia is proposing to apportion less of an increase to

the SGSSI/SCDI/SGDST class so that the unitized returns drop to r.oog74, which

is a gradual approach toward parity.

The SGSSz/SCDz/SGDSz (> 6,44o and less than or equal 64,4oo therms

annually) return indices are too.4 for the Peak & Average study, ro9.4 for the

Customer/Demand study, and ro4.8 for the average ACOS study, indicating that

the class returns are somewhat above parity at present rates. In developing the

proposed rates for the SGSSz/SCDz/SGDS2 (> 6,44o and less than or equal to

64,4oo therms annually) class, I looked at the current unitized return. The

class's return is r.4r8o4, which is above parity with total Company; therefore,

Columbia is proposing to apportion less of an increase to the

SGSSz/SCDz/SGDSz (> 6,44o and less than or equal to 64,4oo therms annually)

class so that the unitized returns drop to r.24o7g, which is a gradual approach

toward parity.
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The SDS/LGSS return indices are ro4.o for the Peak & Average study, e56.3 for

the Customer/Demand study, and $8.S 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 r.5848e, which is above panty with total Company;

therefore, Columbia proposes to apportion less of an increase to the SDS/LGSS

class, so that the unitized returns drop to t.96482, which is a gradual approach

toward panty and in line with both the SGSSI/SCDI/SGDSI and

SGSSz/SCDz/SGDSz rate classes that are to a lesser extent, currently above

parity.

The LDS/LGSS return indices arc 2Z.g for the Peak & Average study, 2848 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 o.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 z4o/o 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 t6,44o/q which is essentially the

same as the increase to the Residential class base revenue increase at16.48%.

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 r,65o.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. rr). 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 16.5o823, 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 panty.

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 panty
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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 Compan/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 r.ooooo) for each of the rate

classes but with no rate class yet reaching panty. Secondly, the range of base rate

revenue increase percentages (excluding the MLDS class) is ro.88% to t6.48o/o

where the system average is r5.3r% (see Exhibit ro3, Schedule No. 8, Page t,

Lines r9 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 ro3, Schedule No. 8, Page 5, Line r9 reflects the following allocations:

78.rS o/o of the overall increase is applied to the residential class; 7.75 o/o of the

overall increase is applied to the SGSST/SCDI/SGDSI class with annual usage

less than 6,44o therms; 6.8o o/o of the overall increase is applied to the
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SGSSz/SCDz/SGDSz class with annual usage between 6,44o therms and 64,4oo

therms; 3.SSo/o 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 .955oo, or 95.5 o/o, as compared to the

overall total Company unitized return of r.ooooo or too o/o, arr increase of 5.go/o.

This percentage increase recognizes that the current residential return is lower

than the overall return. Similarly, the SGSSr/SCDI/SGDST class (< 6,44o therms

annually) would receive a g.6 o/o decrease in unitized return, the

SGSSz/SCDz/SGDSz class (> 6,44o and less than or equal to 64,4oo therms

annually) would receive a tz.g%o decrease in the unitized return, the SDS/LGSS

class would receive a 19.9 % decrease in unitized return, and the LDS/LGSS class

would receive a7.7 o/o decrease in unitized refurn, 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 z6.9 o/o

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 ro3, Schedule 8, Page 5, Lines 4 through 6 shows the movement toward

parity produced by Columbia's proposed revenue allocation using the average2l
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ACOS Study. The movement toward parity (unitized return of r.ooooo)

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 r.ooooo and a total Company

required rate of return of 8.r5o %) but recognizes a move to full parity of

l.ooooo 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 g%o 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 g% 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 1o3, Schedule 8, Page t, Column T,lines eo 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 SGSI/SCDI/SGDSI (<

6,440 therms annually) class. The Company proposes to bring the Customer

Charge for the SGSz/SCDz/SGDSz (> 6,44o and less than 64,4oo 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 gz.g%o 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 gz.8%o of

distribution charge revenue and will remain below the average of the last six rate

cases of g7.to/o (See Exhibit MJB-+). 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 rrr, Schedule t, Pages 16 and 25, Line 4r 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 $t6.ZS per month to a $r9.Sr 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 t6.46% shown in Exhibit ro3, Schedule 8,

Page t, Line eo, Column 7. It should be noted that $19.5r is between the $t8.Zg

and $49.82 minimum system cost-based Customer Charges shown in the ACOS

study (Exhibit rrr, Schedule r, Page 16, Line 4r and 25, Line 3Z). It should also be

noted that the Company currently only recovers gz.go/o of its residential

distribution costs through the Customer Charge. Even with a $2.26 increase in

the residential Customer Charge, the percentage only increases to gz.8o/o, which
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is still below the last six rate case average of g7lo/u 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 SGSST/SCDI/SGDSI

(< 6,44o therms annually) at $zr.e5. The cost to serve the SGSSr/SCDI/SGDSI

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 $zr.e5, the

volumetric base rate will be $+.gt8g/Dth for SGSST/SCDI seryice and

$4.r8zz/Dth for SGDST service. The proposed SGSSz/SCDz/SGDSz Customer

Charge for customers whose usage is between 6,44o therms and64,4oo therms is

$52.46, which is $9.+6 more than the current $+8.oo. 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 tt.5%o from the current to.7%o, which is

still below the last six rate case average of 2o.jo/o. The volumetric charge will be

$S.6oSS/Dth for SGSS/SCD service and $9.+69lDth 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 SGOS 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-zorz-232t748, Columbia agreed to re-allocate $53o,ooo of storage

working capital costs from SGDS to SGSS/SCD. Per the approved settlement in

Docket No. R-zor4-24o6274, Columbia agreed to re-allocate $7ro,ooo of storage

working capital costs from SGDS to SGSS/SCD. Per the approved settlement in

Docket No. R-eor5-2468o56, 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 $3o6,rzr of storage

working capital costs from the SGDS class to SGSS/SCD. This intra-class re-

allocation is shown on Line ry of Exhibit ro3, 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

64,4oo therms and tro,ooo therms is $e98.99. The $eg8.B9 is $zg.gg more

than the current SDS/LGSS Customer Charge of $er5.oo. With the increase in

the Customer Charge, the percentage of distribution costs recovered through the

Customer Charge will remain the same at r7.to/o, which is slightly higher than the

last six rate case average of 6.7%.

The proposed SDS/LGSS Customer Charge for customers whose usage is between

rto,ooo therms and 54o,ooo therms is $759.53. The $ZSS.S3 is $Zq.SS more

than the current SDS/LGS Customer Charge of $68S.oo. The volumetric base

rate will be $e.goZ3/Dth for SDS/LGSS customers whose usage is between

64,4oo therms and rro,ooo therms and $z.r57z/Dth for SDS/LGSS for

customers whose usage is between lto,ooo therms and 54o,ooo 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 to.87o/o

shown in Exhibit ro3, Schedule 8, Page t, Line 3r, 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

S4o,ooo therms and t,o74,ooo therms is $e,o96.28, an increase of $e96.28 over

the current Customer Charge of $r,8oo.

The proposed LDS/LGSS Customer Charge for customers whose usage is between

r,o74,ooo therms and 3,4oo,ooo therms is $3,e6o.88. The $9,e6o.88 is

$+6o.88 more than the current LDS/LGS Customer Charge.

The proposed LDS/LGSS Customer Charge for customers whose usage is between

3,4oo,ooo therms and 7,5oo,ooo therms is $6,288.84. The $6,288.84 is

$888.8a more than the current LDS/LGSS Customer Charge of $5,4oo.

The proposed LDS/LGSS Customer Charge for customers whose usage greater

than 7,5oo,ooo therms is $9f16.8o. The $9316.8o is $r,316.80 more than the

current LDS/LGSS Customer Charge of $8,ooo.

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 t6.44o/o

shown in Exhibit ro3, Schedule 8, Page r, Line z4 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

L'/.Qo/o, which is still below the last six rate case average of ry.2%o.

How is the LDS/LGSS volumetric based rate revenue requirement

shown in Extribit ro3, Schedule 8, Page 9, Line z8 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 rog, Schedule 8, Page 9, Lines 3o 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 seryice 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 seryice rates established for the MLDS tariffcustomers

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. ro3, Schedules t 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 benefrt 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 FIY base revenue requirement by rate

schedule.

Please refer to nxhibit ro3, 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. ro3, Schedule 8, Page r,

column 7.

Is the Company providing graphs of the bill impacts?

Yes. Please refer to Exhibit No. trt, Schedule No. 5, Pages r - 9. A graph for

Residential Sales Service is shown on Page r. Pages e through 9 provide graphs

for Small General Sales Service and large General Sales Service.

What is the range of monthlybill impacts for residential customers?
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Please refer to Exhibit No. ttt, Schedule No. 6, Page r. 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. ttt, Schedule No. 6, Pages z-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.

7
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Columbia Gas of Pennsylvania, Inc.
Annualization of Forfeited Discounts (Account 487)
For the Twelve Months Ending November 30, 2015

Exhibit MJB-2
Page 1 of3

Line
No.

Total
12 Mos 12 Mos 12 Mos 3 Year

November2013 November2014 November2015 Averaoe

$ 1,144,228 $ 1,321,479 $ 1,289,914 $ 3,755,621
$ 446,111,765 $ 542,904,735 $ 553,848,611 $ 1,542,865,111

1 PerBooksAcct4ST
2 Per Books Billed Revenue

3 Forfeited Discounts asao/o of Revenue 0.25650/o 0.2434o/o 0.2329o/o 0.2434o/o
(Line1/Line3)

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 TotalSales and Transportation Revenue
(Line5+Lme6)

7 3 Year Average

8 Annualized Forfeited Discounts
( Line 7'Lme 6)

9 Historic Test Year Acct 487
(Ex 3, Page 9)

10 Annualization Adjustment
(Lne8-Line9)

$ 335,452,815

$ 148,307,734

@
0.2434o/o

$ 1,289,914

$ (112,441



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

Exhibit MJB-2
Page 2 of 3

$ 340,685,153

$ 147,560,925

@
0.2434o/o

re
$ 1,177,473

re

Line
No.

Total
12 Mos 12 Mos 12 Mos 3 Year

November 2013 November 2014 November 2015 Averaoe

$ 1,144,228 $ 1,321,479 $ 1,299,914 $ 3,755,621
$ 446,111,765 $ 542,904,735 $ 553,949,611 $ 1,542,965,111

1 PerBooksAcct4ST
2 Per Books Billed Revenue

3 Forfeited Discounts as a o/o of Revenue 0.25650/o 0.24%o/o 0.2329o/o 0.2434o/o
(Linel/Line3)

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

5 Future Test Year Transportation Revenue
(Ex. 103, Page 1 I, Line 8)

6 Total Sales and Transportation Revenue
(Line4+Lane5)

7 3YearAverage

8 Annualized Forfeited Discounts
( Line 4 'Line 6)

I Future Test Year Acct 487
(Ex. 103, Page 10)

10 Annualization Adjustment
(Line7-Line8)



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

Exhibit MJB-2
Page 3 of 3

$ u2,152,680

$ 148,310,352

$ 490,463,032

0.24%o/o

$ 1,188,391

rc

Line
No.

Total
12 Mos 12 Mos 12 Mos 3 Year

November 2013 November 2014 November 2015 Averaoe

$ 1,144,228 $ 1,321,479 $ 1,289,914 $ 3,755,621
$ 446,111,765 $ 542,904,735 $ 553,848,611 $ 1,542,865,111

1 PerBooksAcct4ST
2 Per Books Billed Revenue

3 Forfeited Discounts as ao/o of Revenue 0.25650/o 0.2434o/o O.2329o/o 0.2434o/o
(Line1/Line3)

4 Fully Forecasted Rate Year Sales Revenue
(Ex 103, Page 15, Line 5)

5 Fully Forecasted Rate Year Transportation Revenue
(Ex. 103, Page 15, Ltne 8)

6 TotalSales and Transportation Revenue
(Line5+Lme6)

7 3YearAverage

8 Annualized Forfeited Discounts
( Line 7'Line 6)

9 Fully Forecasted Rate Year Acct 487
(Ex.l0 3, Page 14)

10 Annualization Adjustment
(Line8-Line9)



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
Return lndex

Customer/Demand
Return lndex

Average Study
Retum lndex

Residential Service (RS/RDS)

Small General Service (SGSS/SCD/SGDS)
(< 6,440 therms annually)

Small General Service (SGSS/SCD/SGDS)
(> 6,440 and < 64,400 therms annually)

Small Distribution Service (SDS/LGSS)

Large Distribution Seruice (LDS/LGSS)

Mainline Distribution Service (MLDS)

TotalCompany

6.482o/o

5.981o/o

5.975o/o

6.193%

1.ffilo/o

98.301o/o

5.955o/o

108.9

100.4

100.3

104.0

27.9

1,650.7

100.0

4.482o/o

6.514o/o

12.308o/o

15.2610/o

16.929o/o

98.301o/o

5.955o/o

75.3

109.4

206..7

256.3

2U.3

1,650.7

100.0

5.389o/o

6.241o/o

8.444o/o

I437o/o

5.281o/o

98.301o/o

5.955o/o

90.5

104.8

'141.8

158.5

88.7

1,650.7

100.0



R6identlal Servac€ (RSTRDS)

Custofi€. Charge Revenue

Base Rate per txh Revenue

Totral Bas€ Rate Recovery

customer chaqe Recovery Pefoent ot Total

Sm.ll Gene'al Service (SGSSITSCOITSGOSII l,

Customer Charge Revenue

Bas€ Rale per Olh Revenue

Total Base Rate Recovery

Custome. Cha.ge Recovery Percent of Total

Small Gen€r.| S€rvlce (SGSSZSCDZ!;GDS2) l,

Customer Cha.ge Revenr.,e

Base Rate per Dth Reveoue

Total Base Rate Reco\€ry
customer chafge Reco\€ry Percent ot Total

Small Dlctrlbution Se.vlce (SoSTLGSS) l,

Custome. Charge Revenue

Ease Rate per Dlh Revenue

Total Base Rate Recove.y

Customer Charge Recovery Pe.cent ofTohl

Lsrge Dastrlbution Servhe (LDSTLGSS) t,

CwtomerCha€e Revenue

Base Rate per Dth Revenue

Tolal Base Rate Recove,y

customer charge Recove.y Pe.cent ot Total

ttranlane Ol.trlbutaon Servace (I{LOS} l,

Custome. Charge Revenue

Base Rate per Oth Revenue

Total Base Rate Recovery

customer charg€ Recovery Pe.cent of Total

1/ Exdud6 Flexed Base Rate Revenue

zD8 2010 2011 2t

52.191.199 55,804,410 E5,1E3.066

86.046.002 U.572.52E 64.221.831

138,237,201 '140.376.93E '149,40.1,897

37 755o/o 39 753% 57.O15o/o

8,251.94E 0,656.237 9,598,8216

33.E00.244 26.943.030 27.287.891
42,052,192 35,599,267 36,886,740

19.6230/o 243160/o 26022%

8.251,948 8,656,237 9,598,846

33.800,244 26.943.030 27.287.894
42,052,192 35.599.267 36.886,740

19 6230lo 213160/o 26.0220/o

1,502,080 1.567,843 1,777,4U
7.455.074 7.561.578 7.743.183
8,957.154 9,129,421 9,520,637

1677o0/o 17 174o/o '18.6690/o

1,398,392 1,U3.244 1.436.538

6.102.827 6.257.254 6.635.955

7,501.219 7,6CD,498 8,072,493

18 U2oh 17 .6730/o 17 .795o/o

50,844

r49.641

200,485
25 3610/o

93,540
151.087

244,627

38238o/o

104,352
136.159

240,511
43 388o/o

2012 2014

77.259,356 78,381,E74

116.137.004 142.841.6E2

193,396.362 221,22A,556
39.949% 35.13rVo

10,305,(X0 11,089,775

36.944.451 44.105.641

47,249,491 55.195,416

21.81V/o 20.092o/o

10.305,040 11,009,775

36.944.45'l 114.105,641

47,249.491 55,195,416

21 Eie/o 20.092e/o

2,112,274 2302.2@
12.199.753 12.356.098

14.312,027 14,658.298

14 759o/o 15.706o/c

1.671,952 1,714.800

8.197.230 9.623.494

9,869.182 11,338.294
16 94lolo 15.1240/0

68,620 65,964

152.388 149.964

221,008 215,928
31 (X9o/o 30 549o/c

Exhrht MJB4
Page I of 1

Wilness M J Bell

6case Proposed

Averaoe3/ 2016 Ofierence

92,376.747

188.584.659

280,961,406

37 @4o/o 32E79/o 4205o/c

7,935.600

25.336.204

33,271,804

23204o/o 23851o/o O6470/o

4,166,770

32.220.5W
36.387,270

2o421o/o 11 431o/o -697Qo/o

3.175,216
r 5.391.886
18.567.102

167o10/o 17 1O1o/o 0 400o/o

2,620,351
12.78E.E90
't5,4(X),241

17.198o/o 17 0o5o/o { 191olo

76,776

26.398
103,174

40 500o/o 74 414o/o 33 914o/o

Cdumua Gas of Pennsylvanra. Inc

Base Rale Cost Recove,y
For the 12 Months Endrng Decembe.31. 2017

2015

79.308,588

164.470.180

243,778.76
32.533c/o

7,935,600

21.066.065

29,002,265
27 3620/o

3,480,768

29.155,815

32,636,583

l0 6650/o

2.863,650

13.857.949

16.721,599
17 125o/o

2.250.000
10.983.90,6

13,233,906

17 @?/o

76,776
26.398

103.r74
74 414o/o

2|/ Resdental Custo.ner Charge induded recovery of ne ntst 2.1 Dth per month.

3/ 2011 |s excluded frofii lt€ average br the Residential class because the .ecovery of |he n.st 2.1 Olh rvas induded with the Customer Cha€e
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K. K. Miller
Statement No.4

Page r of 45

I. Infoduction

Please state your name and business address.

Kelley K Miller, z9o Nationwide Blvd Columbus, Ohio 4g2ri.

Bywhom are you employed and in what capacity?

I am employed by NiSource Corporate Services Company ("NCSC"), as a kad

RegulatoryAnalyst.

What are your responsibilities as a had RegulatoryAnalyst?

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 Compan/), 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 baclcground?

I graduated cum laude from Ohio Wesleyan University with a Bachelor's of Arts

degree in Accounting and Economics with Management Concentration in 1985. I

began my professional career with the Columbia Gas System in Columbus, Ohio in

1986, beginning in the Management Information Departrnent 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

7Q.
8A.
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10
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Statement No.4

Pagezof45

offered and accepted a promotion to the position of kad Accountant for Columbia

Gas of Ohio as a member of Columbia Distribution Company's Financial

Accounting and Reporting Architecttue 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 a@ounting systems including the

General kdger, 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 kad 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

worKorce to start a family. During the years from tgg7 to 2oo9 I remained out of

full-time employment. In October of zoo9, I accepted the position of Regulatory

Analyst for NCSC. In April2orr, I was promotedto Senior RegulatoryAnalyst and

in March of zotz, I was promoted to my current position as lead Regulatory

Analyst.

Have you ever testified before a regrrlatory Commission?

Yes, I was the Cost of Service witness for Columbia Gas of Pennsylvania in Docket

Nos. R-zo r4-z4o6z74and R-zorS-e+68oS6.

17

r8 Q.
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20
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Statement No.4

Page 3 of 45

II. Statement of hrrlrose

Please describe the pu4lose of your testimony in this proceeding.

The purpose of my testimony is to present Columbia's cost of service and to

quantiff an existing revenue deficiency based on T\pelve Months Ended December

gr, 2or7 operating costs and revenus, s 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 COU,I1 oq)enses.

Would you please provide a listing of the exhibits that you are

sponsoring througlr your testimony?

Yes. For the historic test year, I am supponing E:rhibit r, E:rhibit e, Exhibit 4, and

Er(hibit 4o8. For the fuhrre test year and fully forecasted rate year, I am sponsoring

E)fiibit ror, E:rhibit roz, Extribit ro4 (in coordination with Company witness

Iftajovic (Columbia Statement No. 9), and Exhibit 4r4. Nl 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, 2or5 as the

"historic test year" or *FITY", the twelve-month period ending November 3o, eor6

as the "fuhrre test year" or'EIY' and the twelve-month period ending December 3r,

2or7 asthe "fully forecasted rate year" or'FFRY'.

What is the basis for Columbia's claim for revenue defrciency?

7

8Q.

9

10 A.
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Page 4of 45

Columbia's revenue deficiency is calculated utilizing a rate year ending December

gt, 2or7 for rate base, revenues and e:rpenses, with pro forma adjustments for

known and measurable changes. firis approach recognizes that a utility's revenues

should be sufficient to recover the reasonably and prudenfly incurred costs of

providing safe and reliable service to its customers, including a reasonable

opporhrnity to earn a fair rate of return on the used and useful investment that the

utillty has devoted to such service.

Would you please summarize the results of the cost of sewioe

requirement and resulting revenue defrciency?

As indicated on Exhibit toz, Schedule 3, Page S, Columbia has a revenue deficiency

of $SS,eSZooz based upon pro forma revenue requirement for the twelve months

ending December gr, 2or7. Columbia's computation of the revenue deficiency

reflects total rate base of $t,4g4,ogr,o71. 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 witresses.

How is your following testimony organized?

I will first address the HTf, Exhibit z and Exhibit 4, followed by a discussion of the

FIYand FFRY, Exhibit roz and Exhibit ro+.
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IIIY - Exhibit z - Statement of Income

Please describe Exhibit z, Schedule 3, Page g.

This Exhibit is the statement of operating income, pro forma at present and

proposed rates, for the HTY. Column e reflects the per book operating revenue,

operating revenue deductions, income taxes and utility operating income for the

Company for the twelve months ended November go, 2o1S. 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 z, 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 e, Schedule B, Page 3.

Operating revenues are supplied by Company witness Bell (Columbia Statement

No. g) and are included on lines r through ro. Witness Bell also provides the level

of Gas Supply Expense and Off $stem Sales E:rpense that are included on lines r3

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 E:rpense 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. S). Ta:res Other

Ttran Income, Income Tanes and Investment Tax Credit, lines r9, ee and e3 have

9

10
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been provided by Company witness Fischer (Columbia Statement No. ro), and Rate

Base on line e5 has been provided by Company witness Paloney (Columbia

Statement No. 6). Ttre 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 Frrhibit e, Schedule 3, Pages 4 througlr 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

Erfiibit4oo, Schedule 1, Page 1.

Exhibit z, Schedule g, 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 ta:res to

achieve the requested return on Rate Base of 8.r5% shown on Exhibit 4oo using the

HTY data.

I{IY - Exhibit 4 - Operation & Maintenance Expenses

What are Columbia's per books historic test year O&M E:rpenses?

In the FII[, Columbia recorded $r66,Zr8,ore in O&M expense exclusive of gas cost,

as shown on Exhibit + Schedule r, Page e, Column r. Ttre O&M data is presented in

a Cost Element format which provides a breakdown by cost causation.
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r Q. Did you make adjustments to the achral HTY O&M to reflect a pro

2 forma HTYO&IU eqrense level?

g A. Yes. I have prepared pro forma O&M e)q)enses for this filing. The historic test year

4 level of OSrI\4 expense starts with O&M Expense per books, which was then

S normalized and annualized to determine the pro forma level of O&M Expense as

6 summarized on E,rhibit 4, Schedule t, Page z and Column 5.

T Q. What types of adjuslrnents are you proposing to the O&tU enpense?

8 A. I propose the following ratemaking adjustments to the HTY, each of which will be

g orplained in greater detail later on in mytestimony:

10 a) The removal of Rate Case expense related to the Company's prior base rate

lt proceeding;

12 b) The removal of all Pollpipe related expenses and credits to expense;

lg c) labor related adjustments to annualize normal payroll for employees as of

14 theendofthe HTY;

15 d) An adjustmentto incentive compensation;

t6 e) Removal ofthe negative OPEB expense;

rZ 0 Annualization of building rents and leases;

18 g) Corporate insurance adjusted to latest known and measurable levels;

rg h) Injuries and Damages adjusted to reflect a five year average of cash

20 payments;

2r i) Company Memberships adjusted to latest known and measurable level;



K. K Miller
Statement No.4

PageS of 45

t j) Removaloffuelusedincompanyoperations;

2 k) Advertising adjusted to remove non-recoverable items;

3 l) Adjust Commission fees to latest known and measurable level;

4 m) NCSC costs adjustedto annualize labor and incentive costs and remove non-

S recoverable items;

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

7 o) AdjustNCsCoPEBamortizationleveltoreflecttheannualized lwel;

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

g d Adjust NiFiT amortization to reflect the annualized level;

to r) Removal of lobbying e)ipenses;

1r s) RemovalofCharitableContributions;

12 0 Normalizationofratecaseolpense;

tg u) Adjust Uncollectible expense;

14 v) Adjust USP Riderexpenseto match revenue; and

tS w) Interest on customer deposits.

16 A. Rate Case E-xlrense Removal

t7 Bxhibit 4: Schedule t, Page z, Column z; Schedule z, Page t
r8 Q. Please provide a brief errplanation of the adjusbnent to remove rate

19 GaSie eXIDenSe.

20 A. The FITY included actual rate case expenses related to the Company's prior eor5

2r base rate proceeding, Docket No. R-zor5-z+68oS6. These expenses are removed,
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as rate case expense is included at a normalized level in Schedule t, Page z,line z7

which is explained later in my testimony. Ttre removal of these prior rate case costs

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

e:q)ense.

B. Removal of Polypipe

Exhibit 4: Schedule, t Page z, Column g; Schedule z, Page z.

Please provide a brief explanation of the Polnipe adjustment.

In December 2or2, the Company reached an agreement with a supplier of plastic

pipe that had a manufacturing abnormalrty 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 2or5. Both costs and reimbursement credits to

expense should be removed from the Cost of Service for ratemaking purposes. Ttris

ratemaking practice is consistent with the removal of Polypipe related costs and

reimbursement credits in Columbia's last three base rate cases. Since the HTf

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 g on E:rhibit 4, Schedule r.

C. Labor

Exhibit e: Schedule t, Page z, Line t; Schedule z, Pages g, 4 and S.
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Please provide a brief explanation of the labor adjusbnents.

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 2o$.

Ttre difference, or annualization adjustment, was furttrer adjusted to net O&M

Expense by applying the labor capitalization ratio as provided on Exhibit No. 4

Schedule z, Page 7. Ttre resulting adjustment of $r,6o5,Zlt asi calculated in

Schedule z, Page 3 is being added to the actual IITY labor expense level of

$z7,4t4,gzg in Schedule 1, Page 2. Total Pro Forma HTY labor elq)ense level is

$zg,ozo,zg4 as shown on Extribit 4, Schedule t, Page z.

D. Incentive Comlrcnsation

Exhibit q: Schedule t, Page z, Line z; Schedule z, Page 6

Please provide an erplanation of the HTY incentive adjustment.

Columbia's HTY per books incentive level of $z,ot7,t6gwas decreased by $z5r,oo9

to reflect the actual level of expense associated with incentive compensadon paid in

2or5. This adjustment removes any out of period tme-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 E:rhibit 4, Schedule 2, Page 6.

E. OPEB - Other Post Employment Benefits

3
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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-zorz-e32r748, Columbia will be permitted to continue to defer the difference

between the annual OPEB expense calculated pursuant to FASB Accounting

Standards Codification ("ASC") 7t5, "Compensation - Retirement Benefits (SFAS

No. ro6) and the annual OPEB o(pense allowance in rates of $o. Therefore, this

adjustment removes the credit OPEB expense of $258,524 to reflect an adjusted

expense level of $o, 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 hases

Exhibit A: Schedule 4 Page z, Lines Z&8; Schedule z, 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 z, Page 9 for a total of $r .B;9o,,874.

This amount was then reconciled with the per book test year level of $r,4o8,9r7.

fire resulting adjustment was a reduction of $r8,o43. The remaining portion of

rents and leases includes communications equipment and lines, office machines,

2
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and other items. The historic test year level related to these is $78e,856 and

remains unchanged.

G. Corlnrate Insuramce

Exhibit q: Schedule t, Page z, Line 9; Schedule z, Page to

Please enplain the Corporate Insurance adjustrnent for the historic test

year.

Corporate insurance includes property insurance premiums, workers compensation

premiums, ild 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 amofized over the appropriate fiscal period, tlpically July t

through June 30. The HTY adjustment annualizes at the monthly November zor5

premium level. Detailed support for these adjustments has been provided on

Bfiibit4, Schedule 2, Page 10.

H. Iniuries and Damases

Exhibit 4: Schedule t, Page z, Line to; Schedule z, Page tt

Was an adjustrnent made for injury and damages?

Yes. Ttre FITY expense level for injury and damages of $g94,r5z represents an

amount including both actual experience and adjustments to an injury and

damages accrual account. A downward adjustment of $64,8$ was made to
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represent a five (S) year average actual cash outlay experience in real dollars using a

Gross Domestic Product ("GDP") Deflator. As in previous base rate cases, a S year

average is used because it more accurately reflects the injury and damages amount

actually paid. Detail supporting this adjr.r^stment is shown on Exhibit 4, Schedule e,

Page rr.

I. Company Memberships

Exhibit e: Schedule t, Page z, Line tz;Schedule z, Page tz

Please erplain the adjustrnents made for Comparry memberships.

The HTY expense for Company memberships has been adjusted for two items. The

adjustment of $6rr was made to remove expenses that were inadvertently recorded

in the historic test year and to annualize American Gas Association dues. Ttre

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

J. Utilities and Fuel Used in Company Operations

Exhibit e: Schedule t, Page z, Line ry; Schedule z, Page tg

What does the historic test year $4261795 adjustment for Utilities and

F\rel used in Company Olrcrations represent?

this $426,795 decrease to total historic test year utilities and fuel used in company

operations was made to recognize indusion 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 expensie. fiterefore, it is necessary to

remove the amount above from O8rIt4 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. Ttre remaining historic test year level of $869,596

represents other utility costs, such as electric, not recovered through the UoZ(0

process.

trC Advertising

Exhibit q: Schedule t, Page z, Line t4; Schedule z, Page t4

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. Ttre Company has removed $r72,5e8 of brand

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

L. Commission. OCd OSBAAssessments

Exhibit A: Schedule t, Page z, Line t8; Schedule z, Page tg

Please orplain the $69194r adjusbnent to the IIIY exlDense.

The adjustment is needed to increase the FITY expense to the most current invoice

amount for Commission, Office of ConsumerAdvocate and ffice of Small Business

Advocate assessments. The normalized test year expense amount of $e,e2o,998
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reflects the most recent invoice amount (September ro, zor5) received as of the

submission of this base rate filing.

M. NiSource Corporate Serwices Company ("NCSC')

F,xhibit q: Schedule 47nge z, Lines tg & zo; Schedule 2,pages t6-23

Please enplain 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

andthe availability of personnel with specialized areas of expertise.

Is there a oontract between Columbia and NCSC?

Yes. A copy of the Service Agreement is provided as Exhibit 4, Schedule rr,

Attachment B. Other detailed information regarding NCSC is also provided as a

partof Exhibit4, Schedule rr.

How are NCSC's costs billedto affiliates?

There are two tlpes of billings made to affiliates, including Columbia: r) contract

billing; and e) convenience billing. Contract billings are identified by biiling pool

Q.
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Q.

A.

Q.

A.
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and represent labor and orpenses 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 nafure 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 E:rchange Commission under the Public

Utilrty Holding Company Act of rgBS until February 8, z006, when the Public

Utilrty Holding Company Act of zoo5 C'PUHCA eoo5") was enacted. PUHCA 2oos

transferred regulatory jurisdiction over public utility holding companies from the

SEC to Federal Enerry Regulatory Commission ("FERC"). Pursuant to FERC Order

No. 684, issued October tg, z0o6, centralized service companies (like NCSC) must

use a cost accumulation system, provided such system supports the allocation of

eq)enses to the services performed and readily identifies the source of the erq)erxie

and the basis for the allocation. In compliance with PUHCA zoo5 and FERC, NCSC

accumulates costs that are applicable and billable to affiliates, including Columbia.
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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 opporhrnity 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 NCSIC, its billing system and

allocation methodologies?

Yes. NiSource Inc., including NCSC, underwent a FERC audit, Docket No. FArr-5-

ooo, which covered the period January t,2oog, through December gl, 2olo. The

Final Audit Report was issued by the FERC on October 24,2or2. 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 Seryices.

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, tegal Services, Real Estate and Facilities, Information Technologl, Human

Resources, Executive, and Supply Chain.

Please explain NCSC - Shared Operations.

The second category Shared Operations, includes costs that are t5rpically

operational in nature or specialized, but because these groups serve all of

NiSource's Operating companies, ttrey are now a part of NCSC. firese 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 r,

Page 2 to NCSC - Shared Serwices?

Yes. fire following adjustnents have been made to NCSC - Shared Services charges

for ratemaking purposes for the FITY and are summarized on Exhibit 4, Schedule z,

Page 16:
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a) Adjustment to Incentive Compensation for actual incentive compensation

paid in 2or5;

b) Annualization of Labor, Payroll Ta:res & Benefits;

c) Removal of "Phantom Stock";

d) Removal of Non-recoverable ltems and Non-recurring Items.

Please pnovide a brief oven'iew of B,rhibit 4, Schedule e, Page t6.

Page 16, line r 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 technolory investments). Line e details the charges transferred to

balance sheet or non-utility expenses. The I{Tf O&M costs generated from NCSC -
Shared Services billings is $3r,67594r.

Please errplain the various adjustrnents made to the achral HTY O&M

costs.

Continuing on Exhibit No. 4, Schedule No. 2, Page 16, Lines 4 through r3 reflect

adjustments madetothe actual HTY O&M expense as follows:

Line 4 - Adjusts the NCSC - Shared Services Incentive Compensation to the level

paid in zor5 using the latest percentage of NCSC loaded labor charges to Columbia.

Ttris calculation is detailed on Page 17.

Line 5 - Annualizes gross NCSC - Shared Services labor, payroll ta:res and benefits

as detailed on Page t8, 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 zPage 18 Line 14.

Lines 7 - 12 - Non-Recoverable Items *rat were included in the FITI are removed

in the pro forma FITY 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 r,

Page 2 to NOSC - Shared Operations?

Yes. Ttre following adjustments have been made to NCSC - Shared Operations

charges for ratemaking purposes for the FIII and are summarized on Exhibit 4,

Schedule e, Page zo:

a) Adjustment to Incentive Compensation for acttral incentive compensation

paid in 2or5;

b) Annualization of labor, Papoll Ta:res & Benefits;

c) Removal of Non-recoverable Items and Non-recurring Items.

Please provide a brief overview of Exhibit 4, Schedule z, Page zo.

Page zo,line r states the gross NCSC - Shared Operations charges in the HTY. A

portion of these costs are recorded to non-O&M accounts (primarily capitdized in

Account ro7 Construction Work in Progress for support of the infrastructure

investments). Line e details the charges transferred to balance sheet or non-utility

11
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1 expenses. The HTY O&M costs generated from NCSC - Shared Operations billings

2 is $21974,393.

3 Q. Please explain the various adjushnents made to the acnral HTY O&M

4 costs.

S A. Continuing on Exhibit No.4, Schedule No. 2, Page zo, Unes 4 through rz reflect

6 adjustments made to the actual HTY O&M expense as follows:

7 Line 4 - Adjusts the NCSC - Shared Operations Incentive Compensation to the

8 level paid in zor5 using the latest percentage of NCSC loaded labor charges to

g Columbia. Ttris calculation is detailed on Page zr.

10 Line S - Annualizes gross NCSC - Shared Operations labor, payroll taxes and

rr benefits as detailed on Page 22, net NCSC - Shared Operations labor, payroll tanes

12 and benefits adjustment is determined by applylng the percentage of NCSC -
tg Shared Operations labor charged to O&M and derived on Exhibit 4 Schedule zPage

t4 ze Line 15.

rS Lines 6 - rr - Non-Recoverable Items that were included in the HTY are removed

16 in the pro forma HTY expense claim.

rZ Line rz - Non-recurring items that were included in the HTY are removed from the

r8 pro forma FITI expense claim.

rg N. DeferredOPEBRefundAmortization

20 Exhibit A: Schedule t. Page z, Line zt; Schedule z, Page z4
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Has the HTY been adjusted to reflect the appropriate amount of

defer:red OPEB refund amortization?

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

Docket No. R-zor5-2468o56, annual amortization for Deferred OPEB Refund

Amortization is $114,64o. Ttre details of this adjustment are found on Exhibit 4

Schedule z,Pagez4.

o.

Exhibit 4: Schedule t, Page z, Line zz; Schedule z, Page zg

Has the HTY been adjusted to reflect the appropriate amount of NCSC

OPEB amortization?

Yes. According to the Settlement in the Company's 2ot2 base rate proceding,

Docket No. R-zorz-232t748, the Company is permitted to amortize the regulatory

asset of $9o3,r3r associated with the transition of NCSC from a cash to accrual

basis for OPEBs, over a ten year period, or $9ogr3 annually. Exhibit 4, Schedule z,

Page e5 shows that no adjustment is required as the HTf correctly reflects the

annualizedlevel of amortization expense of $go,3r3.

P. NiFiT Ereense

Exhibit q: Schedule t, Page z, Line zS; Schedule z, Page z6

Please orplain the adjustment to NiFiT Expense.
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Per the Settlement approved at Docket No. R-zorz-232t748, Columbia was allowed

amortization recovery of the estimated non-labor NiFiT expenses over a four-year

period. Upon approval of the settlement bythe Commission, Columbia removed all

non-labor NiFiT expenses to date by defening the expenses to a regulatory asset. In

January 2ot4, Columbia reached the ma:cimum amount of the allowed deferral

according to the Settlement; additional non-labor NiFIT costs were expensed. Per

the Settlement approved in Docket No. R-eo4-z4o6z74, the total amount of

estimated non-labor eq)enses that could be deferred and amortized was adjusted to

reflect additiond eligible costs incurred beginning in January 2or4. The entry that

was required to remove the additional non-labor NiFit expenses of $53o,49S and

defer the expenses to the regulatory asset was made in December 2or4, which falls

within the HlY. Exhibit 4, Schedule e, Page e6 identifies the amount of non-labor

NiFiT e{pense (a credit) that needs to be removed from the HTY.

Q. NiFiTAmortization

Exhibit 4: Schedule t, Page z, Line z4; Schedule z, Page z7

Please orplain the NiFiT Amortization adjustment.

According to the Settlement in the Company's prior base rate proceeding, Docket

No. R-eorS-e468oS6, the Company is permitted to defer and amortize over a three

year period, non-labor start-up costs of the new financial softr,vare of $t,26o,764,

which was the remaining level of non-labor expense. NiFiT Amortization has been
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adjusted to this new level of $42o,e55. Please see Exhibit 4, Schedule z, Page z7 for

the details of this adjustment.

R Lobbying E eense

Exhibit e: Schedule t, Page z, Line zS; Schedule z, Page z8

Please describe the lobbying exlDerure adjustnent.

An adjusunent 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 t, Page z, Line 25. Detail for this adjustrnent is provided on Exhibit 4,

Schedule z,Pagez8.

S. Charitable Contributions

Exhibit A: Schedule t, Page z, Line z6; Schedule z, Page z9

Howwere charitable contributions treated as a cost ofservice 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 e9 for the details of removing any contributions that

were inadvertently booked above the line.

T. Rate Case E:rpense Norrnalization
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Has the Company included a normalized level of rate case elpense in its

HTYCost of Seryice?

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 e)q)ense

from the Company's prior rate case has been removed from pro forma FITY

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 3o. fire Company is using a one

year normalization period dueto annual base rate cases.

U. Uncollectible Accourrts Expense

Please orplain Columbia's claim for recovery of uncollectible accounts

exlrense.

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 C\rstomer

Assistance Program ("CAP") uncollectible accounts.

Normal uncollectible accounts expense has been developed on Exhibit 4, Schedule

e, Page 3r 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 z, Page34 for the HTY.
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V. Norrnal Uncollectible Accounts

(Uncollectible Accounts & Uncollectible Accounts - Unbundled gas)

Exhibit 4: Schedule t, Page z, Line z8 & z9; Schedule z, Pages g1 - Ss

Please orplain the development of the HTY normal uncollectible

accourrts exlrense.

Bfiibit 4, Schedule 2, pages 3r through gg set forth the development of a

percentage for uncollectible accounts related to normal charge offs recovered

throughbase rates.

fire 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 erq)ense 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 rzo dap 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 stahrs 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-offof accounts.

Additionally, I have provided on Page 3e 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 z of Page 3L titled as, "Total

DIS Billed Revenue," has been adjusted to remove the revenue associated with

Columbia's CAP (Page 3r, Line g), as CAP uncollectibles are a@ounted for

separately. Exhibit 4, Schedule z, Line 4 of Page gl represents Adjusted DIS Billed

Revenue that relates to the net write-offs as shown on Exhibit 4, Schedule z, Line 9

ofPage 3r.

Howwere the net rnnite-offs shown on Line 9 developed?

The net write-offs shown on Exhibit 4, Schedule z, Line 9 of Page gr represent the

summation of gross charge-offs and recoveries for all customers billed through DIS.

How are the adjusted billed revenue and net rnrite-offamounts used in

the development of normal uncollectibles?

The three years ofadjusted revenue is added together to generate the total revenue

as shown on Line +. 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 winress Bell for the historic test year. Ttre
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result is Columbia's adjusted historic test year normal uncoilectibles for DIS billed

customerc,line 16.

Does this frrlly 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 Ttansportation System

("GTS') and Gas Measurement Billing ("GMB"), are used to bill larger customers

including chart read customers, darly read customers, customers with multiple rate

components, and non-CHOICE transportation customers. Athree year average net

write-offwas developed for uncollectible accounts related to these larger customers.

Columbia did not include these write-offamounts 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 dispropofionate write-offamounts when they

do occur, as can be seen in the three-year experience write offs for this tlpe of

customer.

Please surnmarize Columbia's proposed norrnal historic test year

uncollectible acaounts exlDense adjustrnents.

The historic normal uncollectible adjustment is a decrease to expense of $33o,r95

as shown on Extribit 4, Schedule r, Page z, Lines e8 and eg. 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, 2ol5.

W.Rider USP Costs

(Uncollectible CAP - Rider USP & Rider USP - LIURP/Energr Efficiency)

Exhibit e: Schedule t, Page z, Line So; Schedule z, 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 z,Pageg4.

Please enplain the test year adjustrnent.

The adjusbnent is a result of the matching of expenses to revenue, as Rider USP is a

fully reconciled mechanism. As ealculated in Exhibit 3, Page ro, Rider USP

revenues are $er,596,64 for the normalized HTY. Consequently, the adjustnent

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 e)q)ense offsetting revenues. Therefore, Rider

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

X. Interest on Customer Deposits

Bxhibit n: Schedule t, Page z, Line gt; Schedule z, Page 35

Please explainthe a{iustmentfor Interest on Customer l)eposits.
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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

E:rpense 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 eq)ense related to this source of

capital. The adjustment reflects the go/o interest rate on customer deposits

established under Chapter 14 of the Public Utility Code applied to the average

customer deposit balance. No furttrer adjustment is made to this item for either the

fuhrre 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 rog - Statement of In@me

Is Exhibit toe presented in the same format as Exhibit g?

Yes. nxhibit roz, Schedule 3 is a Statement of Income based on FTY, FFRY and

Proposed Rates. Exhibit 1o2, Schedule g, Page 3 as referenced earlier in my

testimony when describing Exhibit z, Schedule 3, Page g, utilizes data that has been

provided by other witnesses in this case to determine a revenue requirement. This

Exhibit beglns with the FTY at present rates in Column e and the FFRY in Column

4. Adjustments in Column S are then made to determine the FFRY at proposed

rates in Column 6. Column 5 shows the revenue requirement of $55,257oo2

necessary to achieve a reasonable opporhrnity to earn a fair rate of return. Ttre
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various exhibits in support of the adjustments at present and proposed rates are

identified in Columns r and 3.

Please explain Frrhibit toe, Schedule 3, Page 4.

Ttris page calctrlates synchronized interest eq)ense based upon the FTf rate base

multiplied by the weighted cost of debt in Lines r through 4 and similarly based on

the FFRY year rate base multiplied by the weighted cost of debt in Lines 5 through

8.

Please orgilain Page 5 of Exhibit roz, Schedule g.

firis page presents the calculation of the required revenue increase of $55,257,oo2

using the revenue conversion factor. The renenue conversion factor accounts for

additional normal uncollectible expense of $7o9,946 generated by Columbia's

requested increase in revenues as calculated on page 6 of Exhibit roe as well as

additional Iate Payments Fees of $84,169, 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 Extribit roz, Schedule B, Page g, Column

4, Line ro by Total Sales and Transportation Revenues on Exhibit roz, Schedule 3,

Page 3, Column 4, Line 8. This experience factor is then applied to the Additional

Revenue Requirement on Line r of Exhibit roz, Schedule 3, Page 6 to determine the

additional late Payment Fees.

Ttre effective State Income Ta:r rate has been recalculated and reflects differences in

the tax net operating loss positions.
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FIY/FFRY - Exhibit roa - Operations and Maintenance Expense

Did you utilize a budget-based methodolory to determine O&lU Expense

for the FIY and the FFRY as Columbia has done in the prior base rate

proceeding?

Yes. FTY and FFRY levels of O&M expense begln with the budget as supplied and

supported by Company witness Iftajovic (Columbia Statement No. g). A month by

month presentation can be found on Exhibit ro4, Schedule t, 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 nxhibit ro4, Schedule r.

Exhibit ro4, Schedule t contains a total of six pages and provides a clear distinction

between 'Budget Adjustments" and "Ratemaking Adjustments" for both the FIY

and the FFRY. Company witness l(rajovic 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 ro4,

Schedule r.

Page r references pages z - 6 of the Erfiibit.

Page zis the summary view of O&M Expense for all test years in this case. Column r

presents the Normalized HTY, Column 3 presents the Normalized FTY and Column

5 presents the Normalized FFRY. Columns e and 4 provide both the budget

adjustments and the rate making adjustments that adjust the HTY to the FIY and
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the FTf tothe FFRY.

Pages 3 and 4 arc formatted in a similar manner. Page 3 contains details for the

FIY; while page 4 contains the details for the FFRY. Page 3 starts with the

Normalized HTY in column r, followed by the Budget Adjustments & References

(Columns z and 3) that adjust from the Normalized HTY to the Budgeted FIY

(Column 4) which is supported by Company witness IGajovic. Columns 5 and 6

provide Rate Making Adjustnents and References followed by the Normalized FIY

(Column Z). Similarly, Page 4 provides the details for the FFRI starting with the

Normalized FTf (Column r; from page g) followed by the Budget Adjustments &

References (Columns z and g) that adjust from the Normalized FTY to the

Budgeted FFRY (Column +) which is also supported by Company witress IGajovic.

Columns 5 and 6 provide Rate Making Adjustments and References followed by the

Normalized FFRY (Column Z).

Pages 5 and 6 provide the monthly Budget Data for FTY (Page S) and FFRY (Page

6); supported by witness lGajovic.

Did you utilize the O&lU budget for all the O&IU items on Exhibit No.

to4?

No. Lines r through 24on Erftibit No. to4, Schedule No. t, Column 4 Pages B and

4 reflect the O&M budget data used in the FIY and FFRY periods. The OSrIvI

budget data was not utilized for the cost items noted on Lines z6 through 3r of

these same pages.These items include:



I

2

3

4

5

6

7

8

9

1()

11

t2

13

14

15

16

17

18

19

20

2l

Q.

K K Miller
Statement No.4

Page34 of41

Line e6 - Rate Case Expense - the amounts reflect normalized costs

associated with the current case that shotrld be included in the revenue

requirement in this case.

Lines z7- Uncollectible Accounts - the uncollectible expense is reflective of

the standard practice of using a g year average of charge-off experience of

FfY and FFRY revenues as provided by Company witness Bell.

Lines e8 & e9 - Uncollectible Accounts - Unbundled - Gas & Total Rider

USP - the amounts are adjusted to reflect the amounts included in revenues

as provided by Company witness Bell.

Line 3o - Interest on Customer Deposits - this item is not included in the

O&M budget.

Line 3r - Other Adjustnents - 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 tJpes of adjustments are you proposing to O&lU exltense for tlre

FIYand FFRY?

I propose the following ratemaking adjustments to determine Pro Forma O&M

Expense for the FIY and FFRY, which I will explain in detail later on in my

testimony:

a) Annualization of Company labor;

b) Adjust Pension er{pense to reflect a two year average of cash contributions;
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c) Removal ofthe negative OPEB expense;

d) Annualization of building rents and leases;

e) Injuries and Damages adjusted to reflect HTY plus inflation;

0 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 e{penses;

l) Normalization of rate case expense;

m) Adjust Uncollectible e{pense;

n) Adjust Rider USP ocpenseto match revenue;

o) OtherAdjustments to the FFRY.

,d Labor

Erhibit 7o4: Schedule 4 Page z, Line t; Schedule z, Page t

Q. Please provide a brief explanation of the labor adjustments.

A. Columbia has determined annualization adjustments for the FTY of $g79,Z69 and

for the FFRY of $996,714. Ttrese 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.ro% which is the same percentage as used in the Budget for

items that have been adjusted from gross amounts to net O&M expense.2l
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B. Pension Erqrense

Exhibit 7o4t Schedule t, Page z, Line g; Schedule z, Page z

What is the basis for the Compan/s qualified Pension claim?

Ttre Company's claim for the qualified pension e)q)ense 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. Ttrese

gross amounts are then adjusted to expense based on the O&M percentage rate.

Please erplain the calculation of the fuhrre test year qualified pension

adjustrnent.

Columbia's FTY expense was adjusted to reflect the average annual contributions

using a 2-year average ending November go, 2016 - Exhibit No. to4, Schedule No.

z, Page e, Line 5. Further, Line Z 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-yenir average are projected pension contributions as

provided byAON Hewitt and provided on E:<hibit ro4, Schedule e, Page 3.

Please e:rplain the calculation of the FFRY qualified pension

adjustrnent.

Columbia's fully forecasted rate year expense was adjusted to reflect the average

annual contributions using a 2 year average ending December gr,2or7 - Bfiibit

No. ro4, Schedule No. 2, Page z, Une r4. 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 E:rhibit ro4,

Schedule z, Page 3.

C. OPEB - Other Post Employment Benefits

Exhibit to4: Schedule t, Page 2, Line 4; Schedule z, Page 4

Please explain the ratemaking for OPEB Expense as approved in the

Company's last rate case.

Provision Nos. Sg 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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cumulative gross annual accruals calculated by its actuary
pursuant to ASC 715 are greater than $0. If annual amounts
deposited into OPEB trustso pursuant to this Settlement,
exceed allowable income tax deduction limits, any income
taxes paid will be recorded as negative deferred income taxes,
to be added to rate base in future proceedings.

Is the Company proposing a change to Orese provisions?

No. firc cumtrlative OPEB expense at the end of the HTY is less than zero and the

expected on-going OPEB eq)ense continues to reflect credit expense. Therefore,

the Company proposes to continue using this ratemaking treatment for OPEB

expense.

Do the ratemaking adjustments for OPEB Exgrcnse as presented on

Frftibit ro4, Schedule 2, Page 4 comply with the provisions as listed

above?

Yes, the FIY and FFRY adjustments remove from the budgets the credit OPEB

expense of $86o,ooo and $859,ooo, respectively to reflect an adjnsted expense

level of $o. I emphasize that these credit amounts are not projected cash receipts,

but just accounting credits.

D. Rentsandkases

Exhibit to4: Schedule r, Page 2, Line 7; Schedule z, Page g

Please e:rplain the adjustment to rents and leases for the FIY and FFRY.
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Known changes to building leases were included on Exhibit ro4, Schedule z, Page 5

resulting in an increase of $494,8o3 for the FIf claim and an increase of $9,e48 for

the FFRY claim. Please see Company witress ItajoviCs testimony for more detail

regarding rents and leases.

B. Injuries and Damages

.Exhibit 7o4t Schedule t, Page 2, Line g; Schedule z, Page 6

Was an adjustrnent made for iqiuries and damages?

Yes. The FIY and FFRY expense levels for injury and damages were adjusted to

reflect the pro forma FtIf claim of $ge9$99 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, go, 2o1S.

F. Utilities and Gas Used in Company Operations

Exhibit 7o4: Schedule r, Page 2, Line tz; Schedule z, Page 7

Please errylain the adjustment for Gas Used in Company Operations.

fire FfY 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 FIIY pro forma

adjustments, an adjustment is also needed to eliminate these costs in the Fff and

FFRY periods. The adjustments were calculated using the HTY adjustment level

plus an inflationary adjusEnent.
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G. Advertising

Exhibit to4: Schedule t, Page 2, Line tg; Schedule z, Page 8

Please explain the adjustrnent for Advertising.

The FIf and FFRY O&M budget amounts are not prepared at a level that identiff

the specific tlpes of advertising. the IIIY advertising included a portion of non-

recoverable advertising, so for the fuhrre perids I have made adjustments to

include a representative level of recoverable advertising. In a manner similar to the

adjustment for Injuries and Damages, the pro forma level of FITY Recoverable

Advertising was adjusted for inflation and included as the Advertising claim for the

FIY and FFRY periods. This includes making significant reductions to the levels of

advertising expense in the Budget for both perids.

H. NiSource Coqrorate Services Company'NCSC'

Exhibit to4: Schedule t, Page 2, Lines t8 & tg; Schedule z, Pages 9 - 14

Are you sponsoring any ratemaking adjustments to NCSC for the FIY

and FFRY?

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

broken out into two categories of Expense: NCSC - Shared Services and NCSC -
Shared Operations. Exhibit ro4, Schedule 2, Page 9 summarizes the ratemaking

adjustments to NCSC - Shared Services for the FIY and FFRY; ratemaking

adjustnents for NCSC - Shared Operations are summarized on page rz.
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I have made adjustments to annualize labor and to remove non-re@verable items

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

the annualization is similar to the adjustments that I am proposing on Exhibit ro4,

Schedule z, Page r for Company labor. The FIY adjustrnent represents go/o of

budgeted labor charges from December zor5 through May zo16, which annualizes

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

occuns on June r. In a similar fashion, the FFRY has been adjusted to include go/o of

budgeted labor charges for January zo16 through May zot7.

Pages rr and r4 determine the adjustnents for the removal of non-recoverable

items. These adjustrnents are based upon the HTY level of expense, ph:s

incremental adjustments that are produced by using inflation factorc.

I. OPEB Deferral Passback Amortization Adjushnent

Exhibit to4: Schedule t, Page 2, Line zo; Schedule z, Page tg

Please enplain the level of OPEB Deferral Passback Amortization in the

FIYclaim.

The FIY amortization has been adjusted to reflect the actual amortization as stated

in the settlement agreement in the last base rate case, Docket No. R-eor S-z+68o56.

Please e:plain the level of OPEB Defened PassbackAmortization in the

FFRY claim.

Ttre estimated OPEB deferral balance at January r,2or7 (the commencement of the

FFRY period) is anticipated to be $o, therefore the budgeted amount of $zz9,ooo
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was removed. Ttre estimated January \ 2or7 balance of $o is calculated on Line re

of Exhibit ro4, Schedule e, Page t5.

J. NiFiT Non-I-abor Amortization Adjustment

Exhibit to4: Schedule r, Page 2, Line zg; Schedule z, Page fi
What is the adjustment to the FIYfor NiFiT Non-LaborAmortization?

Ttre FIY expense has been adjusted to reflect the actual amortization for this item

as it was stated in the last rate case order: $t,26o,764 over a three year period or

$4zo,z5z.

Does the Company prolnse to revise the amortization for the FFRY

period?

No, the FFRY level of amortization has also been adjusted to the approved annual

amofi zation of $4zo,z5z.

IC Lobbving E:rllense

Exhibit to4: Schedule t, Page z, Line z4; Schedule z, Page t7

Please describe the lobbying exlDense adjusbnent.

tui adjustment has been made for the removal of lobbying expenses. The FIY and

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

L.

hchibit to4: Schedule t, Page z, Line z6; Schedule z, Page t8

Has Columbia induded an adjustrnent for rate case expense?
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Yes. Exhibit ro4, Schedule z,Page 18 sets forth the Company's claim for rate case

e)q)enses. 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 eq)enses and duplicating.

Ttre entire rate case expense included for normalization is $r,o3o,ooo. Columbia

proposes to normalize these costs over t2 months.

M. Normal Uncollectible Aocounts Exlrcnse

(Uncollectible Accounts & Uncollectible Accounts - Unbundled gas)

Exhibit to4: Schedule t, Page 2, Line z7& z8; Schedule z, Page t9

Please explain the FIY and FFRY claim for normal uncollectible

accounts exlDense.

I have utilized the Uncollectible Accounts Average Write-off Rate as developed on

nxtribit 4, Schedtile z,Page 3r 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 anive at

Total DIS UncollectibleAccounts Expenseforthe FIf 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 tothe uncollectibles relatedto gas costs?
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Columbia has identified $r,ro3,635 in the FFRY expenses associated with the

unbundling of uncollectibles related to gas costs. Ttris amount is included in the

O&M expense claim and is offset by the same amount of revenues in Exhibit 1og 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 ro4, Schedule z,Page r9 for details.

N. Total Rider USP Costs

Exhibit to4: Schedule t, Page 2, Line zg; Schedule z, Page zo

Please e:rplain the test year adjustments.

Ttre adjustments reflected in Exhibit ro4 are a result of the matching of expenses to

revenue, as Rider USP is a fully reconciled mechanism. As calculated in E:<hibit ro3,

Rider USP revenues at present rates are $er,6ro,64o for the FIY and $zt,65g,z7g

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.

O. OtherAdjustments to the FFRY

Exhibit to4: Schedule t, Page z, Line 3t; Schedule z, Page zt

Are there any o0rer adjustments to O&lU Expense that impact

Columbia's claim inthis case?

7

8

gQ.

10 A.

t2

13

14

15

16

17

r8

rg Q.

20



K K Miller
StatementNo.4

Page45 of41

r A. Yes, Exhibit ro4, Schedule z, Page 2r summarizes the following two additional

2 adjustmentstotaling $874,957:

g o Proposed Multifamily House Line Reimbursement; and

4 o Transaction Fees Proposal.

S These adjustments are being sponsored by Company witness Waruszewski

6 (Columbia Statement No. r3), and details about these adjustments can be found in

Z histestimony.

8 Q. Does this complete your direct testimony?

9 A. Yes, it does.
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t Q. Please state your name and address.

2 A. John J. Spanos. My business address is zo7 Senate Avenue, Camp Hill,

3 Pennsylvania.

4 Q. With what firm are you associated and in what capacity?

S A. I am associated with the firm of Gannett Fleming Valuation and Rate

6 Consultants, LLC (Gannett Fleming) as SeniorVice President.

T Q. How long have you been associated with Gannett Fleming?

8 A. I have been associated with the firm since college graduation in June 1986.

g Q. What is your educational background?

lo A. I have Bachelor of Science degrees in Industrial Management and Mathematics

tl from Carnegie-Mellon University and a Master of Business Administration from

12 York College of Pennsylvania.

t3 Q. Are you a member of any professional societies?

t4 A. Yes. I am a member and past President of the Society of Depreciation

rS Professionals. I am also a member of the American Gas Association/Edison

t6 Electric Institute IndustryAccounting Committee.

rZ Q. Have you taken the certification examination for depreciation

r8 professionals?

t9 A. Yes, I passed the certification examination of the Society of Depreciation

20 Professionals in September rggT and was recertified in August 2oo3, February

2r zooS and January 2or3.

22
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Wiil you outline your errperience in the field of depreciation?

I have go years of depreciation experience which includes expert testimony in

over 2oo cases before approximately 4o 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 tAe results of your studies?

Yes. Exhibit No. 9 presents the results of the depreciation study as of

November 30, 2or5. Exhibit No. ro9, Schedule No. r, Attachment A presents

the results of the depreciation study as of November 3o, zo16. Exhibit No. ro9,

Schedule No. r, Attachment B presents the results of the depreciation study as

of December 3r, 2or7. In addition, I am responsible for the responses to the

following filing requirements pertaining to depreciation under Section

SS.SS(aXI) of the Commission's regulations: 3,4,5,6,T and 17. I also sponsor

Exhibit No. S and Exhibit No. ro5, which are summaries of the results to

Exhibit No. 9 and Exhibit No. ro9, respectively.

Please describe Exhibit Nos. 9 and ro9.

Exhibit No. 9, Schedule No. 1, titled "2or5 Depreciation Study - Calculated

Annual Depreciation Accruals Related to Gas Plant as of November 30, 2or5,"

includes the results of the depreciation study as related to the original cost at

November 3o, 2or5. The report also includes the detailed depreciation

3
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1r A.

t2

13

14

15

r6

t7

r8

19

20 Q.

2r A.

23

24



7

8

3

4

5

6

r5

16

17

18

19

20

2l

22

23

24

25

John J. Spanos
Statement No.5

Page 3 of r3

calculations. Exhibit No. to9, Schedule No. 1, Attachment A, titled "2o16

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 3o, zo16. The report also

includes explanatory text, statistics related to the estimation of service life, and

the detailed depreciation calculations. Exhibit No. ro9, Schedule No. I,

Attachment B, titled "2ot7 Depreciation Study Calculated Annual

Depreciation Accruals Related to Gas Plant as of December gt,2or7," includes

the results of the depreciation study as related to the estimated original cost at

December gr,2or7.

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 3o, zot6, and December 3r, 2or7.

Is the Company's claim for annual depreciation in the cunent

proceeding based on the same methods of depreciation as were used

in its most recent Annual Depreciation Report filed in June eor5 and

service life study frled in August eore?

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 39r.r, 391.1r, 99t,r2,392, J93,

gg4, gg1, gg7.t 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 z percent of the depreciable plant. The

9
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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 reserye approved by the Commission in the last

proceeding.

How was the book resewe 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.

Q.
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How was the book reserye at November 3o, zot6, estimated?

The book reserye at November 3o, zot6, 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 reserye at November

go, 2o1S. Annual accruals were estimated using the annual accruals calculated

as of November go, 2or5. For most accounts, salvage and cost of removal were

estimated bV (t) expressing actual salvage and cost of removal as a percent of

retirements by account, for the most recent five-year period, and (z) applyrng

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 3o,

zo16.

Was the book reser:ve at December 3t, 2or1, estimated using the

same methodolory?

Yes.

Has a senrice life study of the Company's gas utility property been

performed?

Yes. The most recent seryice life study was performed as of December 2ou.

The service life studv 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

Q.

A.

Q.

A.
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analyzing such data to obtain historical trends of suryivor 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 tlpe survivor cun/es were used to describe the estimated suryivor

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

per{ormed for the pu4rose of estimating senrice life characteristics?

The data consisted of the entries made to record retirements and other

transactions related to the gas plant during the period 1939-201r. The year

1939 is the first year continuing property records were maintained. These

entries were classified by depreciable group, tlpe of transaction, the year in

which the transaction took place, and the year in which the plant was installed.

Tlpes of transactions included in the data were plant additions, retirements,

transfers, and balances. In the presentation of seryice 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?

r5
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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 signifrcant

structures such as office buildings and seryice 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 sunrivor curves and estimated probable retirement dates. The

interim suryivor 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 curye 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 vears of installation will occur when

the structure is retired.

Has your firm used this approach in other proceedings before this

Commission?

SA.
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r A. Yes, we have used the life span technique on many occasions before the

2 Commission.
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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 tlpical 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. 1o9, Schedule No. r, Attachment A?

Yes. A discussion of the factors considered in the estimation of service lives is

presented by account on pages III-z through III-8 of Exhibit No. ro9, Schedule

No. 1, AttachmentA.

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 2o3S to zoz5 to reflect new plans for the site.

Q. Please outline the contents of Exhibit No. ro9, Schedule No. t,

Attachment A.

A. Exhibit No. ro9, Schedule No. r, 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 Curyes and the

formulation of the retirement rate method. Part III, Service Life

Considerations, and Part [V, 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 2or5.

Table I, pages V-4 through V-6 presents the estimated survivor curye,

the original cost at November 3o, zot6, and the book resewe and calculated

annual depreciation for each account or subaccount of Gas Plant. Table z,

pages V-7 and V-8 presents the bring forward to November 30, zot6, of the

book depreciation reserye as of November go, 2o1S. Table g on pages V-9 and

V-ro sets forth the calculation of the annual accruals used in the bringforward.
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Table 4, page V-tt, presents the experienced and estimated net salvage during

the five-year period, zorr through zor5.

The section beginning on page VI-r presents the results of the

retirement rate analyses prepared as the historical bases for the service life

estimates. The section beginning on page VII-I presents the depreciation

calculations related to original cost. The tabulation on pages VII-g through VII-

6 presents the cumulative depreciated original cost by year installed. The

tabulations on pages VII-8 through YII-ZS present the calculation of annual

depreciation by vintage by account for each depreciable group of utility plant.

Please outline the contents of Exhibit No. ro9, Schedule No. 1,

Attachment B.

Exhibit No. ro9, Schedule No. 1, Attachment B includes a description of the

results, summaries of the depreciation calculations, and the detailed

depreciation calculations as of December gr, 2or7. The descriptions and

explanations presented in Exhibit No. ro9, Schedule No. t, Attachment A are

also applicable to the depreciation calculations.presented in nxhibit No. to9,

Schedule No. t, Attachment B. The graphs and tables related to service life

presented in Exhibit No. to9, Schedule No. 1, Attachment A also support the

service life estimates used in Exhibit No. to9, 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 3r, 2or;,are organized

and presented in the same manner as those as of November 3o, zo16.

Please outline the contents of Exhibit No. 9.
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Exhibit No. g includes a description of the results, summaries of the

depreciation calculations, and the detailed depreciation calculations as of

November go, 2o1S. The descriptions and explanations presented in Exhibit

No. ro9, 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. ro9, 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, 2or5, are organized and presented in the same

manner as those as of November 3o, zo16.

Please use an example to illustrate the manner in which the study is

presented in Exhibit Nos. 9, and to9.

I will use Account 976, 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 r939-2orr and, r977-zotr

experience bands are presented on pages VI-So through YI-SZ of Exhibit No.

ro9, Schedule No. t, Attachment A. The life tables, or original survivor curve,

are plotted along with the estimated smooth survivor curve, the 7z-Rr.S, or

pageVI-49.

The calculations of the annual depreciation related to the original cost

at November 3o, 2o1S, of gas plant are presented by gpe main on pages II-3r

through ll-gZ of Exhibit No. 9. The calculation is based on the 7z-Rr.5 surivor
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cuwe, the attained age, and the allocated book reserve. The calculations at

November 30, zot6, are presented by tlpe main on pages VII-3r through VII-96

of Exhibit No. to9, Schedule No. 1, Attachment A and are based in part on the

bringforward of the book reserye. Also, the calculations at December gr, 2or7

are presented by t1pe main on pages II-gr through II-36 of Exhibit No. ro9,

Schedule No. t, Attachment B and are based in part on the bringforward of the

book reserve. The tabulations in Exhibit Nos. 9 and ro9 set forth the installa-

tion year, the original cost, calculated accrued depreciation, allocated book

resewe, 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.

ro9, Schedule No. r, Attachment A and on page I-3 in Exhibit No. ro9, Schedule

No. r, Attachment B.

In what manner is net salvage incorporated in the depreciation

calculations?

As stated on page IV-9 of nxhibit No. ro9, Schedule No. r, Attachment A, no

adjustment for net salvage was made to the calculated annual depreciation

amounts. The total calculated annual depreciation set forth on page I-6 of

Exhibit No. 9, page V-rr of Exhibit No. ro9, Schedule No. r, Attachment A and

on page I-ro of Exhibit No. to9, Schedule No. r, 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 2oro through 2or4 for the calculation as of November 3o, eot5, and

on experience during the period 2ou through November 3o, eor5, plus
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estimates for the last month of zor5 for the calculation as of November 3o,

zot6.

The amortization for the December gr, 2or7 calculation is based on

experience during the period 2ot2 through November go, 2o1S, plus estimates

for the period December zor5 through December zot6. 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-rr of Exhibit No. to9, Schedule No. t, Attachment A and in

Table 4 on page I-ro of Exhibit No. to9, Schedule No. 1, Attachment B.

Have you provided a monthly bringfonrard to December 81, zot7, of

the book depreciation reserye as of November 3o, zot6?

Yes, Exhibit JJS-or 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. ro9, Schedule No. r, Attachment B, Table t on pates I-g through I-S.

Does t'his complete your testimony at this time?

Yes, it does.

Q.

A.
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24.

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 rggz

and was recertified in August 2oo3, February 2oo8 and January 2oB.

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 tgg1,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
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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 Trans0anada 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 the23
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4

5

6

7

8

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 :.ggg,I was promoted to the position of Manager,

Depreciation and Valuation Studies. In December zooo, I was promoted to the

position as Vice-President of Gannett Fleming Valuation and Rate Consultants,

Inc. and in April 2ot2,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 Enerry-HLP; Massachusetts-American Water

Company; St. Louis County Water Company; Missouri-American Water
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t2

13

14

15

16

17

r8

19

20

2t

Company; Chugach Electric Association; Alliant Enerry; 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

l.ouisiana; 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 Enerry North Carolina; Duke Enerry 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; EnterryArkansas; EnterryTexas; Enterry Mississippi;

Entergy Louisiana; Entergy Gulf States Louisiana; the Borough of Hanover;

louisville Gas and Electric Company; Kentuclcy Utilities Company; Madison Gas

23

24
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3

4

5

6

7

8

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 lGnsas 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?

Yes. I have submitted testimony to the Pennsylvania Public Utility

Commission; the Commonwealth of Kentuclcy Public Service Commission;

9

lo

ll

t2

13

t4 a.
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16 A.
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23 A.
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15
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18

19

20

13

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 Enerry & 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;

Stmt.5-AppendixA Page 6



1 Connecticut Public Utilities Regulatory Authority; New Mexico Public

2 Regulation Commission and the North Carolina Utilities Commission.
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I. Introduction

Please state your name and business address.

Nicole Paloney, rer Champion Way, Suite too, Canonsburg, PA r53r7.

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 RegulatoryAffairs.

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 zoo4, and served in that capacrty until I left

Deloitte in July 2oo5. From August 2oo5 until August eoo8, 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 2oo8, 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 Stratery and Support group in the role of Project

Manager, providing support to the state regulatory teams in Pennsylvania and

Maryland. In May 2ot4,I began my role as Director of Rates and Regulatory Affairs

forthe Company.

Have you previously testified before this Commission or any other

Commission?

Yes, I submitted testimony for Columbia in its eor5 base rate case at Docket No. R-

zot5-2468o56 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-eor1-252r999 and Columbia's pending abandonment proceeding

at Docket No. A-eorS-2SrBg9S. 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. 9g16 and a policy witness in Case No. 99S4.

What test year will you be addressing in your testimony?

I will be addressing the twelve month period ending November 30, 2ot5 as the

Q.11
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Historic Test Year, the twelve month period ended November 30, 2ot6 as the

Future Test Year and the twelve month period ended December gr, 2or7 as the

Fully Forecasted Rate Year.

Please describe the scope ofyourtestimony in this proceeding.

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

Exhibit No. Description

Exhibit No.8 Historic test vear rate base
Exhibit No. ro, Schedule S@z) Supporting data detailing curtailment

adiustments. procedures and policies.
nxhibit No. ro, Schedule + (S8)
(ss)

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

Exhibit No. ro, Schedule S(+) 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 re month period for test year and four
prior vears bv customer classification.

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

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

Exhibit No. rz. Schedule e Net fuel clause adjustment by month for the
test vear

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

Exhibit No. rz. Schedule a@a) Purchased sas for test vear and prior vear
Exhibit No. 12, Schedule a@s) Eneryy cost per Dth and operating ratio
Exhibit No. 12, Schedule +@6) Bulk transmission seryice costs
Exhibit No. rz. Schedule a(go) Purchased sas detail
Exhibit No. 12, Schedule+(S6) Amounts of gas obtained through various

suooliers
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Exhibit No. rz. Schedule s (gr) Determination of fuel costs
Exhibit No. rz Schedule 6 (rr) Net fuel clause adiustment
Elxhibit No. re. Schedule z Adiustment of purchased eas exDense
Exhibit No. 12, Schedule 8 Statement of over/under collection from gas

cost rate and recovery of fuel costs by the
utiliw

Exhibit No. 13, Schedule q(q6) 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

b(hibit No. r5 Corporate history; overall system map; map of
gas system facilities and gas service areas; and
affiliate relationships

Exhibit No. 16 (z) Recovery of uncollectible and delinquent
accounts

Exhibit No. r7 Page r(r) Description of all property; gas supply; service
asreements

Exhibit No. t7, Page 7(28) Details of firm gas-afEliated and non-
affiliated utilities

Exhibit No. to8 Fuhrre test year and fully forecasted test year
rate base

Exhibit No. rro, Schedule g(zz) Supporting data detailing curtailment
adiustments. procedures and uolicies

Exhibit No. tlo, Schedule 4 Company policy with respect to replacing
customers lost through attrition and
procedures to govern relationships between
respondent and potential customers

E'xhibit No. rro, Schedule S(q) Schedule showing mzu<imum coincident peak
day demand, ma:cimum 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 rz month period for test year and four
prior vears bv customer classification

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

Exhibit No. uz, Schedule r(S) Schedule showing the sources of gas supply
associated with annualized Dth sales

Exhibit No. rr2, Schedule e(r8) Fuel Adiustment Clause
Exhibit No. rrz. Schedule z@t) Fuel cost in excess of base comnared to fuel
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What matters will you address in your testimony?

I will present a schedule that demonstrate.s Columbia's rate base as of December 31,

2or7. I will also describe the Company's rate base reflected in the revenue

requirement presented in this proceeding.

3

4

5

cost recovery
Exhibit No. rrz. Schedule zba) Purchased eas for test vear and orior vear
Exhibit No. rr2, Schedule z(zS) Enerry cost and operating ratio used to

determine increase in costs to serve additional
load

Exhibit No. uz. Schedule z@6) Bulk transmission service costs
Exhibit No. rrz. Schedule e(-qo) Purchased eas detail
Exhibit No. rr2, Schedule z(gr) Fuel costs included in the base cost of fuel
Exhibit No. rr2, Schedule z(S6) Amounts of gas obtained through various

suppliers
Exhibit No. ttz, Schedule z(rr) Net fuel clause adjustment by month for the

test year
Exhibit No. rrz. Schedule.q Adiustment of purchased sas exDense
Exhibit No. u2, Schedule4 Statement of over/under collection from gas

cost rate and recovery of fuel costs bv the
utiliw

Exhibit No. rr3, Schedule g (r9),
(gg), (+o), (4r), (q+), (+s) and
Q6)

Internal and independent audit reports of the
testyear and prior calendaryear

Exhibit No. rr3, Schedule q(zZ) Schedule of gas producing units retired or
scheduled for retirement

Exhibit No. rr5 Corporate history; overall system map; and
affiliate relationships

E)ftibit No. 116(z) Recovery of uncollectibles and delinquent
accounts

Exhibit No. rr7 Page r(r) Description of all property; gas supply; service
asreements

Exhibit No. rr7, Page r(28) Details of firm gas-affiliated and non-
affiliated utilities
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I. Rate Base

Is the fonuard Iooking 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 rr of zotz in Docket Nos. R-eolc-252r748, R-eor4-24o6274, and R-

zotg-2468o56. The Company has made the same election in the crurent case.

Are there any requirements in subsequent cases arising from the use of

a Fully Forecasted RateYear?

Yes. There are requirements from Docket No. R-eor4-24o6274 and Docket No. R-

eo15-2468o56.

Pursuant to paragraph zS of the approved settlement in Docket No. R-zor4-

24o6274, Columbia is required to update Exhibit 1o8, Schedule r filed in

proceeding R-eor4-24o6274 for the re months ending December 31, 2or5 on or

before April t, zot6. See Exhibit NMP-I. Also pursuant to Paragraph z5 of the

approved settlement in Docket No. R-eo4-24o6274, Columbia is required to

provide a comparison of achral expenses and rate base additions for the rz months

ended December 3r, 2or5 to the projections in the case. See Exhibit NMP-z for this

comparison. Projected total Gas Plant in Service as of December 91, 2or5 from R-

zo14-24o6274 was $t,T4t,g9g,ttg, compared to achral plant in service of

$r,769,53o,8r5.

Pursuant to paragraph Sg of the approved settlement in Docket No. R-eor5-
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2468o56, Columbia is required to provide the Commission and other parties, on or

before April r, 2c.16, an update of Columbia Exhibit ro8, Schedule r, which will

include actual capital expendinrres, plant additions and retirements by month for

the twelve months ending December 91, 2o1S. See Exhibit NMP-I.

Please enplain the development of rate base at November Bo, zor5 for

the Historic Test Year, November 3or zot6 for the Fuhrre Test Year and

December 81, 2or7 for the Fulb Forecasted Rate Year.

Rate base is summarized on Exhibit 8, page 3, and further detailed by the various

components in Exhibit 8, Schedules r-1o, for the Historic Test Year. Rate base for

the Fuhrre Test Year and the Fully Forecasted Rate Year are summarized on Exhibit

ro8, Page 3 and further detailed by the various components in Exhibit ro8,

Schedules r-ro. The Company's Fully Forecasted Rate Year rate base claim is

$r,494,o9r,o25.

Please discuss the amounts included in Properfy, 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, 2o1S in account ror and ro6. Ttre Company will not be making a claim for

Construction Work In Progress ("CMP") as of the end of the Historic Test Year.

The Historic Test Year also includes per books Gas Stored Underground - Non-

Cunent, Account 1r7 on Exhibit 8, Page g, Line S. Reductions are included for the

reserve for depreciation, as provided for by Company witness Spanos (Columbia

7

8A.
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Statement No. 5), and for gas lost in underground storage on lines 6 and 7,

respectively.

Please explain how the Compary/s Futrre Test Year and Fully

Forecasted Rate Year Property, Plant and Equipment were developed.

The Company's Plant in Service as of December gL,2or7 as shown on Exhibit ro8,

Schedule t, Column 5 was developed beginning from Column 2 of Page r with Gas

Plant in Service at November Bo, 2o1S as also shown on Exhibit 8, Schedule r

($r,797,5o2,9o7). Forecasted capital expenditures from December eor5 through

December 2or7 per the Company's forecasted budget are shown in Exhibit ro8,

Schedule 1. Company witness Soyster (Columbia Statement No. 7) provides

forecasted plant additions. Forecasted retirements from December 2or5 to

December 2ot7, supported by Company witness Spanos (Columbia Statement No.

5) are shown in Exhibit ro8, Schedule r. By adding forecasted capital expenditures

and subtracting forecasted retirements, Exhibit ro8, Schedule r reflects the net

forecasted plant in seryice included in rate base as of December gr, 2ot7.

Please explain the purpose of Page z of Exhibit 8,

This page satisfies 5z Pennsylvania Code Section 53.53 I.A, item z 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.19
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Have there been any changes in the Contribution in Aid of Construction

amounts shown on Exhibit 8, Schedule r from the amount reported in

tlre last base rate case as oftest year ended November Bor zotg?

One change has been noted from the prior case on Exhibit 8, Schedule r, line 3o.

T\n'o charges totaling $7,zzg were inadvertently closed to account tol-2ooo, when

they should have been closed to the 1or-1ooo account. The Company is in the

process of correcting this. Prior to November eoo3, the Company recorded plant

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

rooo), with a deduction reflected in contra accounts ror-2ooo, lor-gooo or rol-

4ooo. Since November 2oo3, the Company has netted contributions against Plant

in ServiceAccount tor-looo, thus, no additional deduction is necessary.

Prior to January 2ooo, there was no ror-Gas Plant in Service offset for

Customer Advances. As such, rate base would not be reduced through Account ror

for Customer Advances prior to January 2ooo. The reduction to rate base for these

Customer Advances is made by including account 2S2 along with the Deferred

Debit in account 186 to offset the post 1999 Customer Advances net in Plant in

Service.

Please errplain nxhibit 8, Schedule z.

This exhibit reflects the balance in constmction work in progress ("CWIP"). The

Company is not making a claim for CWIP in the HistoricTestYear.

Please errplain nxhibit ro8, Schedule e.
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Exhibit ro8, Schedule z shows that forecasted CWIP, Account ro7, is expected to

remain at the same level for the Fullv Forecasted Rate Year as it was at November

30,2015

Please enplain the credits to Gas Plant in Sendce on Exhibit 8, Page 3'

Lines 6 and Z arad nxhibit ro8, Page 3, Lines 5 and 6.

Line 6, Depreciation Reserye, Accounts 1o8-r11 in Exhibit 8, Page 3 for the Historic

Test Year and Line S Exhibit ro8 Page 3 for the Fully Forecasted Rate Year were

detailed and supplied by Company witness Spanos, by plant account, in Exhibit S

for the Historic Test Year and Exhibit ro5 in the Fully Forecasted Rate Year. gxhibit

8, Page 3, Line 7, and nxhibit ro8, Page 3 , Line 6 Accum. Provision Gas Lost -
Underground Storage Account rr7 is per books as of November 30, 2ot5 for the

Historic Test Year and December 3t, eorT 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 r3 month average of the historical monthly balances in

Account tS4, r86-gg-tzg1Z and 186-99-orz98o materials holding clearing

accounts. Materials and Supplies in the Fully Forecasted Rate Year rate base and

shown on the Exhibit ro8, Schedule 5 begins with November and December eor5

acfual balances (most recent available), with January zot6 through November eor6

balances calculated by applyrng the GDP deflator supported by Company witness
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Miller (Columbia Statement No. +) in Exhibit ro4, Schedule 2, Page e5 to the actual

balances of January eor5 through November 2015.

Did you include Prepayment balances in rate base?

Yes. Exhibit 8, Schedule 6 for the Historic Test Year and Frfiibit ro8, Schedule 6 for

the Fully Forecasted Rate Year show prepayments for: Corporate Insurance,

Account 165zrooo; Prepaid Insurance l/C, Account t65zooo; Regulatory

Commission Fees, Office of Consumer's Advocate ("OCA"), and Office of Small

Business Advocate ("OSBA"), Account 165o36oo. 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 applyrng the GDP Deflators supported by Company

witness Miller in Exhibit ro4, Schedule 2 page 25 to the January 20$ through

November zor5 actual balances to reflect expected new prepayments as of

December 2or7.

Did you include Gas Stored Underground in rate base?

Yes,I did.

What valuation methodolory is applied to Gas Stored Underground?

As per the Commission's March 91, 2oor Order at Docket No. P-eoro-22ogg21,

Columbia uses the Weighted Average Cost of Gas ("WACOG") methodolory to value

Storage Gas.
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Please describe the WACOG accounting methodolory you applied to

value the Fully Forecasted Rate Year storage balance.

Under the WACOG accounting methodolory, the achral 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 Undergrorrnd 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 identifr and errplain those enhibits.

The supporting exhibits are Exhibit 8, Schedule 7 and Exhibit ro8, Schedule 7. The

acfual December zor4 through November zor5 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

34.
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accounting methodolory, the current month's injections (Column A) are multiplied

by the Monthly Average Cost of Gas (Column B). Ttre 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 2o$. Line r5 calculates a twelve month average storage balance to be

included in the Pro Forma Rate Base.

Exhibit ro8, Schedule 7 repeats this process from November zor5 through

December 2or7.Injection rates are based on those included in the Company's r3o7

(0 pre-filing data filed with the Commission on March y zo16. Lines z7 and z8

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 go, zor5 pertaining to Deferred Income Ta:ces

included in rate base are shown on Exhibit 8, Schedule 8. The balances were

supplied by Company witness Fischer (Columbia Statement No. ro) on Exhibit 7,

Page 9. Forecasted balances as of November go, zo16 and December gL, 2otz

pertaining to Deferred Income Ta:res included in rate base are shown on E:<hibit
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ro8, Schedule 8. These balances were supplied by Company witness Fischer on

khibit ro7, Pages S and Sa.

How did you determine the Customer Deposits in rate base?

Customer Deposits, Account e35, is the 13 month historic average, as detailed on

nxhibit 8, Schedule 9 for the Historic Test Year. The r3 month average for the

forecasted rate base, detailed on Exhibit ro8, Schedule 9, reflects projected balances

for November zor5 through December 2ot7, with the entries for November and

December of each year based on achral data for November and December of zor5.

The balances for the months of January 2ot7 through October 2or7 arc the same as

the balances in the months of January eor6 through October zo16 following the

trend that deposits gradually go up in the winter and down in the summer. The

balances for January zot6 - October 2or7 are based on the historic test year

balances.

How did you determine the Customer Advances for Consfuction to be

deducted from rate base?

The deduction to rate base for Customer Advances is made by including account

z5z, 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 3o, 2or5 as

detailed on Exhibit 8, Schedule ro. The future test year and fully forecasted test
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year adjustments equal the books balance at December 3r, 2or5, as detailed on

Exhibit ro8, Schedule ro.

Does this complete your direct testimony?

Yes, it does.
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Columbia Gas of Pennsylvania, Inc.
Prope@, Plant & Equipment - Budget to Actual G'

2014 Rate Case at Docket R-2014-240627

Addltlons

ActualsLn.
No.

',

2
3
4
5
6
7
I
I
10
1',l

12
13
14

Month
(1)

11t30t20't4
12t31t20',14
1t31t2015
2t28t2015
3t31t2015
4t30t2015
5t31t2015
6t30t2015
713',1120'15

8t3'1t2015
9t30t2015

1013',t2015
11t30t20',5
1213',,120',5

Month
(r)

11t30t2014
',u31120'14

1t31t20',5
2t28t2015
3t31t2015
4t30t2015
5t31t2015
6t30t2015
7t31t2015
8t31t2015
9t30t2015

10t3',t2015
11B0nu5
12t3',,t2015

(3)
($)

t2l
($)

(s)
($)

(4)
($)

14,176,800
15,924,300
7,743,400
6,968,500

11,595,500
12,455,300
12,459,600
20,920,200
15,915,300
21,437,700
17,935,800
'15,824,700
14,133,500
21,261,400

191,086,100
207,010,400
214,753,800
221,722,300
233,317,800
245,773,100
258,232,700
279j52p00
295,068,200
316,505,900
3U,441,700
350,266,400
364,399,900
385,661,300

24,917,322
13,348,436
',,718,523
4,688,425
5,173,492
6,651,393

23,967,327
17,399,000
14,007,823
23,116,873
23,013,502
19,465,119
22,69,2',18
34,918,748

207,390,488
220,738,924
222,457,447
227,145,873
232,319,3U
238,970,757
262,938,085
280,337,084
294,U4,907
317,461,780
3/,0,475,282
359,940,401
382,609,620
417,528,368

Retirements

(3)
($)

l2l
($)

Ln.
&

,,

2
3
4
5
6
7
8
9
10
11

12
13
14

Actuals

(4) (5)

(2,325,9421
(3,339,691)

(586,000)
(521,700)
(890,200)
(932,000)
(929,700)

(1,571,300)
(1,193,500)
(1,606,700)
(1,345,800)
(1,183,300)
(1,085,700)
(3,996,489)

(16,911,8/.21
(20,251,533)
(20,837,533)
(21,359,233)
(22,249,4331
(23,181,433)
(24,111,133)
(25,682,433)
(26,875,933)
(28,482,633)
(29,828,433)
(31,011,733)
(32,097,433)
(36,093,922)

($)

(1,517,403)
(2,988,622)

(919,579)
(351,134)
(425,770),

(3,505,720)
(904,070)

(1,287,901)
(1,182,5371
(1,031,748)
(1,362,352)
(2,629,933)
(3,133,843)
(3,533,218)

($)

(',7,162,8671
(20,151,489)
(21,071,068)
(21,422,202)
(21,U7,973'
(25,353,693)
(26,257,7631
(27,545,6U1
(28,728,2011
(29,759,949)
(31,122,301)
(33,752,2U1
(36,886,077)
(40,419,2941

Gross Plant in Sen



Budget Actuals

11,850,858
12,584,609
7,157,400
6,446,800

10,705,300
11,523,300
11,529,900
19,348,900
14,721,800
19,831,000
16,590,000
14,041,400
13,M7,800
17,2U,911

11,850,858
24,435,467
31,592,867
38,039,667
48,744,967
60,268,267
71,798,167
91,147,067

105,868,867
125,699,867
142,289,867
156,931,267
169,979,067
187,243,978

23,399,919
10,359,814

798,944
4,337,291
4,747,722
3,145,672

23,06,3,257
16,111,099
12,825,285
22,085,125
21,651,150
16,835,186
19,535,376
31,385,531

23,399,919
33,759,733
34,558,677
38,895,968
43,643,690
46,789,362
69,852,619
85,963,719
98,789,004

'120,874J30
',42,525,279
159,360,465
178,895,841
2',10,281,371
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Ln.
No.

1

2
3
4
5
6
7
I
I
10
11

12
13
14

Month
(1)

11130t2014
12t31t2014

1t31t2015
2t28t2015
3t31t2015
4t30t2015
5t31t2015
6t30t2015
7t31t2015
8t31t2015
9t30t20',5

',0131120'15

11t30t2015
12t31t2015

tzl
($)

(5)
($)

(4)
($)

(3)
($)
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omparison
'4

Month Cumulative Spend
Over (Under) Over

Budoet (Under)
Over (Under)

Budqet
(6)=(&2)

($)

10,740,522
(2,575,8O4)
(6,024,877)
(2,280,0751
(6,422,008)
(5,803,907)
11,507,727
(3,521,200)
(1,907,4771
1,679,173
5,077,702
3,6lrc,419
8,535,718

13,657,348

(Overl Under
Budoet
(6)=(&2)

($)

808,539
351,069

(333,579)
170,566
46/.,430

(2,573,7201
25,630

283,399
10,963

574,952
(16,552)

(1,446,633)
(2,048,143)

463,272

vice

(7)=(5-3)
($)

16,304,388
13,728,524
7,703,647
5,423,573
(998,436)

(6,802,343)
4,705,385
1jU1U
(723,2931
955,880

6,033,582
9,674,001

18,209,720
31,867,068

(8)=(7/3)

lo/ol

8.53o/o

6.630/o

3.59o/o

2.45o/o

4.43o/o
-2.77o/o

1.82o/o

0.42o/o

-0.25o/o

0.30%
1.80%
2.760/o

5.007o
8.260/o

(Over) Under
Budoet
(7)=(5-3)

($)

(25',,,O25')

100,044
(233,535)

(62,969)
401,460

(2,',172,2601

(2,146,630)
(1,863,231)
(1,852,268)
('1,277,3',61
(1,293,868)
(2,740,5011
(4,788,6441
(4,325,3721

Over
(Under)
(8)=(7t3)

l'lol

1.48o/o

4.49o/o
1.12o/o

0.29o/o

-1.80o/o

9.37o/o

8.90o/o

7.250/o

6.89o/o

4.48o/o

4.34o/o

8.84o/o

14.92o/o

11.98o/o
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Month
Over (Under)

Budoet
(6)=(4-2)

($)

11,549,061
(2,224,7951
(6,358,456)
(2,109,509)
(5,957,578)
(8,377,628)
11,533,357
(3,237,801)
(1,896,515)
2,2U,',,25
5,061,150
2,193,786
6,487,576

14,120,620

Gululative
Over (Under)

Budqet
(7)=(5-3)

($)

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

856,301
(5,101,277)

(13,478,905)
(1,945,548)
(5,183,348)
(7,079,863)
(4,825,7371

235,412
2,429,198
8,916,774

23,037,394

Over
(Underl
(8)=(7t3)

(olol

97.45o/o
38.16%
9.39%
2.25o/o

-10.47o/o
-22.36o/o

-2.71o/o
-5.69%
€.69o/o
-3.84o/o

0.'l7o/o
1.55o/o

5.25o/o

12.30o/o
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W. Soyster
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Page r of48

Infoduction

Please state your name and business address.

Wesley Soyster, rzr Champion Way, Suite 1oo, Canonsburg, PA r53r7.

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 Constmction?

My responsibilities include management of the following activities for Columbia

Gas of Pennsylvania, Inc. ("Columbia" orthe'Company'):

. Execution of Columbia's long Term Infrastruchre Improvement Plan

c'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 eoot, I jointed Bquitable 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 zor5.

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 testifred before the Pennsylvania Public Utility

Commission?

Yes. I provided direct testimony for EQT's 2oo8 base rate case as well as the

zoo6 EQT-Peoples acquisition case.

Please describe your membenship in, or affiliation dilr, any industry

orgarrizations.

My industry affiliations include membership in the American Gas Association and

the Enerry Association of Pennsylvania.

What is the puqrose ofyour 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 gt, zotT). 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 testiff 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 eor6.

Overview of Columbia's Pipeline Disribution System

Please describe Columbia's distribution system.

Currently, Columbia serves more than 42o,ooo residential, industrial and

commercial customers. fire Company owns and operates a natural gas distribution

system in z6 counties serving 4So communities spread across Pennsylvania.

Columbia provides that service through approximately 7,460 miles of mains and

approximately 422,ol52 services that it owns, operates, and maintains.t These

facilities (as of January r, 2016) are composed of approximately r,4r5 miles of bare

steel, ee miles of cathodically protected bare steel,3o miles of cast iron, 87 miles of

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

r I note that in compliance with Section rsro 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, bpically found at or near the property line. If there is no curb valve on the
service line, @lumbia'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.z 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 constittrtes 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 nahral gas bytaking 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 moishrre 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 nahral 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

z The terms *bare steel," "unprotected coated steel," "unprotected steel," and "wrought iron" as orplained
further beloq are used interchangeably and all refer to steel pipe without cathodic protection that is
susceptible to corrosion.
s It should be noted that in zorr Columbia deployed a Geographical Information System ("GIS") Mapping
System to provide both mapping and data retrieval capabilities on its qntem and facilities.The gZ.g miles of
"other' main appear to be anomalies in the data conversion and through a scrubbing process have been
reduced from over 49 miles in zor3.
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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 nahual gas at lower pressures over

shorter distances to a far greater number of individual users than its interstate

pipeline counterparts.

Please describe tlre years, g4les, and operating characteristics of the

various pipe materials that have historically been installed in

Columbiats system.

The system is comprised of many different tlpes of prpe. From the r85os to the

early 19oos, Columbia's predecessor companiqs 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 rnrlnerable to breakage from ground

movement. When the pipe was buried to tlpical depths of between two and five

fee! 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 indusmy react to the problems present with the use of cast

iron?
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By the early rgoos, the industry had adopted steel and wrought iron piping for

mains. Ttrese 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 195os and r96os when the industry began to

realize that, despite its strength, bare steel was subject to corrosion and, in orderto

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

r96os. By tgTo,the federal government prohibited the installation of bare steel and

wrought iron for nahual gas distribution system infrastructure.

What did the indusbT' 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. Ttris current flows in the

electrolyte to the site where orygen or water is being reduced. This site is referred

to as the cathode or cathodic site. In order to combat corrosion, nahrral 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

194os through the r96os, as the industry asse.ssed its options, it was one of just a

few alternative piping materials available to meet the public demand for service. By

r97o, 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-r96os 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 applyrng an

electrical currenttothe pipe. Cathodic protection reduces corrosion by makingthat

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 functiondity 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 higNy 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.

Does plastic pipe have any drawbacks?

The two significant drawbacks to plastic include:

o 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.

r "First Generation'plastic pipe, tlpically installed between r97o and r98r

in most distribution systems and softer than today's "4t8 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 Tlpe-r leaks due to significant

longitudinal cracking along the pipe.

What is Columbia doingto addressthese concerrrs?

Columbia has made significant progress in reducing facility damage rates. ln zoo7,

damages per thousand locates were at 5.39. In zor5, damages per thousand locates

were at 2.4r. 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 47o/o of total damages in eoro, to

nearly 54% of total damages in 2o$. 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. Ttrese marker balls are placed in the

ground above the pipe after it has been installed and enable Columbia to locate it

later using electronic technolory. As a result of the marker balls, Columbia has seen

a g-year decliningtrend in Contractor negligence.

Columbia is also deployrng global positioning system ("GPS") mapping and locating

technolory that provides subdecimeter accuracy in identiffing the location of new

or replacement facilities. This breakthrough technologr 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 caphrred using this new technologr. Thus, it has the clear potential

to revolutionize our One-Call response procedures and the overall quallty of facility

locating. Columbia's plan is to capture all new and replacement installations using

this new methodolory, and simultaneously and systematically begln to caphrre

existing system main and service information across the existing Columbia system,

until we have caphrred 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 fuhrre

failure rates of this first generation plastic pipe, and the relationship between those

failure rates and other risla 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

rnrlnerable, first generation plastic material.

III. Columbia's Pipeline Replacement Efforts

How marry feet of bare steel, rnnouglrt iron, and cast iron main has been

eliminated from the Columbia system during its accelerated pnogram,

and how does that lrend compare with the previous years?

Columbia began an accelerated replacement of bare steel, wrought iron, and cast

iron pipe in zoo7. Between 2oo7 and the end of 2o1S, Columbia retired the

following footages of bare steel, wrought iron, and cast iron by year:
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From 2oo7 through 2or5, Columbia's replacement program eliminated an

average of 496,695 feet per year. During the 4 years from 2oo2to 2oo5 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 underthe 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 zooS was $8r.zs

per foot, while the current average cost of main replacement, using 2ot4 actuals,

is $r8e.go. fire following factors create the upward cost pressure:

. 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. Ttrese higher cost urban areas

often have higher risk and are increasinglybeing 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 t5pical 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 sidewal\ and to the extent that the sidewalk

does not meet American's with Disabilities Act CADA ) 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.

Ttre 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 zote 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 doingto manage cost increases?

Columbia is focused on managing costs and making prudent capital investnents

that benefit our customers. As one of seven distribution companies within the

NiSource family making infrastructure capital investnents, we are able to negotiate

at scale with contractors and suppliers, delivering competitive pricing for materials
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and services providedto 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 44o 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 municipaltty in which

the pipeline is replaced.

Have municipal standards dranged since the inception of Columbia's

aggressive pftrcline 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:

C\rrb to curb paving restoration requirements

. Allegheny County: Baldwin Township (zorz), Bethel Park (eorz),

Borough of Castle Shannon (eoo8), Borough of Dormont (eo$), Borough

of Heidelberg (zoo5), Sewickley (eoog), Edgeworth Township (eoog),

Green Tree Borough (zot4)

o Venango County: Emlenton Borough (zore)
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I o Washington County: Amwell Township, Borough of Canonsburg

2 (zo$), PetersTownship (zorz)

g . Westmoreland County: Borough of Scottdale (eor3)

4 Curbto centerline paving restoration requirements

S . Allegheny County: Kennedy Township (eooS)

6 . Washington County: McDonald Borough (zore)

Z Additionally, there are several municipalities in the Company's service territory,

I with ordinances designating that restoration requirements and standards are at the

g final discretion of the township or township engineer. Ttrese townships and

to boroughs include:

11 r ScottTownship

12 o Borough of Pleasant Hills

r3 e Stowe Township

14 I Castle Shannon

15 o Mt. kbanon

16 r Ferguson Township

t7 . City of Pittsburgh

r8 r North Strabane Township

rg Q. What other challenges has Columbia faced regarding paving and

20 restoration within Pennsylvania mruricipalities?
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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

industy standards regarding paving on a pipeline replacement project. This means

that the third parly firms expect no seam paving jobs. Consequently, municipalities

who hire third party engineering firms, t1'pically require Columbia to pave beyond

the area in which the Company's replacement project occurs.

When a mwricipality requests restoration beyond the area in which

Columbia's pipeline replacement activity occurs, what does Columbia

doto resolvetheissue?

When the Company encounters a sihration in which a municipality requests

atlpical or non-PennDOT standard restoration requirements, Columbia tries to

negotiate with the municipalrty, in order to reach a compromise. firis 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 fuither analyzes the sihration to determine the best path to move

forward. Ttre 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 sinration presents unique

circumstances.

Has Columbia been successful in challenging restoration

requirements?

Yes, we have. Below are a few examples:

o Dellrose Street, City of Pittsburgh - Ttre 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 $r million. Columbia negotiated a restoration plan to

install permeable pavers, which reduced restoration costs by an estimated 3o

percent.

. City of ffttsburgh - This was a collaborative effort among Columbia and

other utilities to challenge the Ci!/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 utillty infrastructure

work. Also, challenged and successfully delayed for a year, the Ciffs attempt

to implement an increased requirement of four inch mill and overlay for

pipeline replacement projects on major streets, resulting in savings of

$roo,ooo.
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r Cross Cbeek Township, Washington County - Columbia successfully

sought revision of a provision in a road maintenance agreement between

Columbia and the Township which required zoo 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 $4z,ooo

in restoration costs.

What other challenges has Columbia encountered with mwricipalities

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 $3o,ooo.

. Connellwille - Successful challenge of fair market value of easements on

two pieces of city owned property necessary for pipeline replacement,

restrlting in savings of $ze,5oo.

. ket Tovrnship - 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 $e5,ooo.

. Anrbridge 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 significantlyforthe planned project.

Going form'ard, 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. Ttre

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?

fire initial installation of nahrral gas distribution pipe requires the excavation of a

trench usually under or adjacent to a public street into which the pipe is laid. fircn

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. Furttrer, 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 8to/o of all hazardous or potentially

hazardous leakage cleared on mains in the Columbia distribution system in zor5.

Columbia has determined that there are an increasing number of leala in areas

where unprotected steel is concentrated. fire 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

zot6 to 2o2o timeframe, with a planned spending program ranging between $r5o
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and $eoo 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 o<plain Columbia's capital additions claimed for the Fuhrre Test

Year and Fully Forecasted RateYear.

The amounts shown aretaken from Columbia's capital budget, as developedby our

operations group and engineering department.

Further, for a detailed description of Columbia's age and condition actuals

for zor5, and budgeted amounts for eot6, andzotT, please see the chart below.

Columbia Age & Condition Replacement Budgets ($000)

GPA Descriotion
Total 2015
Actual

Total 2016
Proiected

Total 2017
Proiected

354

376

380

376

381

382

383

378

375

385

376

376

Compressor Stations

Mains - Leakage Elimination

Service lines - Replaced

Customer Service lines Replaced

Meters / 998 Int. Co. Meters

Meter Install- Replace

House Regulators - Replace

Plant Regulators - Replace

Reg Structures Replace

[V Excess Press Meas Sta

Conosion Mitigation Ins

larEe Proiects / Soecifics/Misc

8

tlo,l,l,2
37,U6

6s9

0

496

35

978

111

L7L

L52

8L2

50

63,300

45,000

0
0

1,250

150

L,750

200

100

100

50.000

57

88,357

53,550

0
0

1,653

228

3,133

228

Lt4
Ll4

s6.968

150,881 161.900 20p.,402

3

4

5

6

Q.

7

I

9

10



I

2

3

4

5

6

7

8

9

10

11

t2

13

14

15

r6

17

18

19

20 Q.

2t

W. Soyster
Statement No. 7

Page z3 of48

Taken in total, Columbia has made enormous progress since zoo6 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 suryey 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 T)'pe-2 leak repair bacHog, 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 foctrs on the accelerated

replacement of bare steel and cast iron to address the problems associated with

aglng 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 g years are integral

parts of Columbia's DIMP Plan, and are essential planks of Columbia's ongoing

efforts to enhance natural gas prpeline 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 zor4 (the last date comparative data is available,

Columbia replaced 78 miles of bare steel pipe, second only to the combined UGI

companies. In zor5, Columbia replaced 97 miles of bare steel pipe (other PA NGDC

data not yet available for zors).

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 datingto the turn of

the last cenhrry 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 olrcrations 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 sayingColumbia'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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Tlpe-t and Tlpe-e leala appropriately, as well as all of the other operational

improvements including more frequent leakage suryeys, better emergency leak

response, and a continued focus to reduce the backlog of open Tlpe-z 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. fire 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 rrulnerability

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 stratery geared to those

locations where Columbia is uncovering this pipe in the course of replacing other

facilities.
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How does Columbia classifyleaks it detects on its system?

Columbia classifies each gas leak according to its severity: Tlpe-r, Tlpe-2, or $pe-

3. A Tlpe-r leak is hazardous and requires immediate remediation and repair. A

Tlpe-z gas leak is non-hazardous at the time of detection, but requires a scheduled

repair based on the potential for becoming a hazard. A Tlpe-g 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 Technolory Committee

("GPTC") American National Standards Institute ("A}.ISI") Z38ol "Guide for Gas

Tlansmission 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 rg2 2oog CFR Title 49, Part tg2

Transportation Of Nahrral And Other Gas By Pipeline: Minimum Federal Safety

Standards."

Will Columbia's accelerated replacement prqgnam provide customers

with any other benefits besides the replacement of bare steel, rnnougfrt

iron, and cast iron pipe with plastic and cathodically protected steel?

Yes. Columbia is replacing the segmented, rgth and early zoth cenhrry low-

pressure designs of its first generation system with a more integrated, 2$t century

system design. This integrated, higher pressure system (up to a ma:rimum of 99

pounds operating pressure, though will gpically operate at 6o 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 $e5 per

replaced residential service, or less than $r5o for the average commercial service,

these excess flow valves will shut offgas to a residence or business in the event of a

large pres.sure 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 rnrlnerableto safety risks from third-paftydamage.

Finally, this migration to higher pressure systems will provide customers with much

more flexibility in adding neq hrgh efficiency equipment, and in allowing for the

installation of smaller, less expensive interior piping systems (such as CSST-

Comrgated Stainless Steel Ttrbing), which is designed to operate at two pounds of

inlet pressure (cunent low pressure systems bpically operate at a ma:<imum of 7

inches of water column, which is roughly r/8tt,of the e PSIG pressure required).

Notably, the 6o-pound system design discussed above provides the ma;rimum flow

I the o<ception would be for those commercial and industrial customers whose consumption is over S,ooo
cubic feet per hour.
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capacity for a given size of medium densrty polyethylene pipe, and enables the

Company to routinely provide z-pound pressure delivery systems to customers. It

shotrld also be noted that as a result of the quarter pound of pressure associated

with low pressure delivery systems, this tJrpe of service (i.e., other less expensive e

pound pressure systems) is not available to customers currently served from low

pressure systems.

How will main replacements afrect the Compan/s leak repair

experience?

fire 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 Tlpe r and Type

e leakage repair caused by corrosion. However, this impact is not anticipated in the

near term. fire remaining cast iron, wrought iron, and bare steel pipe to be replaced

continues to drive Tj?e r and TlTe z leakage repair activities. In zor5, our pipe

replacements, together with our aggressive leak repair program, allowed Columbia

to reduce the total number of Tlpe-z outstanding leals in the system to 9So, aTgo/o

reduction since 2oo7.

How does the public benefit from Columbia's ongoing replacement of

irc agingfacilities?

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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marcimum allowable operating pressure ("lvIAOP"), thus the public will receive

better service, with fewer intemrptions. Ctrstomers currently experience the

benefits of the investments being made to enhance the safe and reliable delivery of

their nafural gas service. During the "Polar Vortices" of both eor4 and 2ot5,

Columbia's distribution system performed well and experienced no significant

issues with service intemrptions or curtailments of firm customers. The same has

held tnre through the other cold weather events of the zotg-zot6 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), 6 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 tlpe of strategic replacement

program. Finally, to emphasize the magnitude of this program, at the peak of zor5

Columbia had 9o+ construction crews employrng approximately Soo to 6tl0

contractors and zo to z5 restoration contractors employrng approximately zoo

employees.
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fV. Federal Pipeline Safety Rules andAdvisories

Q. Please describe the Federal Pipeline Safe$ Rules and Advisories that

are affecting and will continue to affect Columbia's Pipeline Safety

Strategr and Operational Execution.

Some of the more significant and impactfrrl Final Rules or Advisories issued in the

last several years or that are being considered for the future, are as follows:
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Control Room ManagementQ6 FR gStgo) - 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. Ttris 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 shifu and ma:rimum hours of work be established for

control room operations. fire deadline for pipeline operators to implement

the procedures for roles and responsibilities, shift change, change

management, and operating orperience, fatigue mitigation education and

training was October r, 2orr, 16 months sooner than the original regulation.

Mechanical Fitting Failure Reporting Requirements (26 FR S+q+) - This

final rule is an amendment to the Pipeline and Hazardous Materials Safety

Administration's ("PHMSA") regulations involving DIMP. Ttris final rule

revises the pipeline safety regulations to clarifr the tlpes of pipeline fittings
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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 ("EF\f) 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.)

o Integrity Management Program for Gas Distribution Pipelines (Z+ FR

6ggo6) - 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:

r Pipeline Safety: Pipeline Damage Prevention Programs (PHMSA 2oog-org2

RIN 267-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. firis requirement continues

to work its way through the PHMSA regulatory approval pro@ss, and is

expected to be approved. Further, unless the Pennsylvania Irgislahrre

passes the One Call Enforcement Bill that has been introduced, we are likely

to see this ffieral 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 Ttran Single-Family Residences

(PHMSA 2orr-ooo9 RIN 267-AE7r) - Ttre 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. Ttris requirement continues to work its way through

the PHMSA regulatory approval pro@ss, 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 S,ooo Cubic Feet Per Hour.
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Pipeline Safety: Safety of Gas Tlansmission Pipelines (PHMSA 2o11-oo23

RIN 267-AE7z) - 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 whetherthe definition of a high-

consequence area should be revised, ild whether additional restrictions

shouldbe placed on the use of specific pipeline assessment methods.

NTSB Recommendation P-tz-t7 Safety Management System (API Draft

Recommended Practice rr7g) - Concephrally, this re@mmendation is built

on the premise that managing the safety of a complex indusby 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:

o Demonstratedmanagementcommitment

o Struchued pipeline safety risk management decisions

o Increased confidence in risk prevention and mitigation

o Provide a platform for shared knowledge and lessons leamed
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o Promoting a pipeline safetyoriented culhue

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 Tbansmission Lines have any significant impact

on Columbia operations?

Yes,'"Transmission Line" is defined in CFR+9, Part 192 as "a pipeline, otherthan a

gathering line, that: (0 transports gas from a gathering line or storage facilityto a

gas distribution center, storage facility, or large volume customer that is not down-

stream of a distribution center; (z) operates at a hoop stress of eo percent or more

of SIvtYS [System Minimum Yield Strength]; or (3) transports gas within a storage

field." Columbia has approximately 63.4 miles of transmission class facilitiesthat

meet this definition. Further, following the San Bruno California explosion which

occurred on a Pacific Gas and Electric ("PG&E") Transmission Line in zoto,

PHMSA has focused attention on the qualrty and comprehensiveness of system

records for these lines, pafictrlarly around the pressure testing data, pipe design

information, and wall thickness of existing transmission line systems. Because there

was no fderal mandate requesting such reports, Columbia, like many other NGDCs

and transmission companies, is lacking certain data, particularly on segments

installed priorto current code standards andthe issuance of Federal Pipeline Safety

Regulations instituted on August r, rg7t. Ttre increased spending, shown in the

Company's response to Standard Data Request GAS-ROR-oI4 in the capital budget
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category of 'betterment" for zo16 and beyond, reflects increased pipe replacement

work that Columbia expects to have to conduct on these pre-r971 transmission

lines. PHMSA continues to focus heavily on Tlansmission Operations with a new

Notice Of Proposed Rule-Making ("NOPR") that would eitherchangethe 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&llI Initiatives

Please summarize the results of your assessment of Columbia's pfurcline

safety risls and opportunities.

In zoo6, 2oo7,and zoo8, Columbia undertook safety initiatives which included the

following activities, among others:

o Conducting frequent leakage suweys on "first generation" facilities;

o Launching a structural "first generation" pipe replacement program;

r Undertaking a focused process to reduce third-party damage;

o Initiating a program to reduce the backlog of open Tlpe-z leaks; and

o Eliminating the backlog and accelerating the abandonment of inactive

services.
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r In 2019, Columbia initiated the following additional safety initiatives to further

2 enhance the safety of its distribution system:

g r Aggressive management of right-of-wayvegetation;

4 . Continued acceleration of the repair rate of open Tlpe-z leaks;

S r Continued efforts to remediate atmospheric corrosion on above ground

6 structures;

7 o Ensuring exposed mains have appropriate cover;

8 r Increased use of camera-based technologr to identiff cross-bore conflicts;

g o Began to implement Hi-Accuracy GPS program;

10 r Expanded use of Vac Trucks to dig test holes on facilities where the

11 existing tracer wires have either been broken or suffered degradation to

12 the point there is no longer electrical continuity.

t3 o Ensure MAOP documentation in compliance with federal requirements;

14 and

15 o Enhanced damage prevention advertising and contractor outreach, with a

t6 particular emphasis on educational outreach to children through targeted

tZ educational programs

r8 Q. Please discuss Columbia's strategr regarding O&lU safety initiatives

rg goingfonrard.

20 A. Columbia's strategic DIMP Plan, and the impact that it will have on O&M pohcy for

2r safety initiatives, remains unchanged. The Company continues to focus its efrorts
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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:

o As Columbia works to build the pipeline of the fuhrre we also find

ourselves in the midst of building the worldorce 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 errorto our system introduced bythis

large scale worKorce 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-zor6

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

worKorce. 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 accessibillty of standards while performing on-the-job tasks.

Ttre 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 zorr. As I noted

above, the newfacility will open in mid-zor6.

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 furnover and a high level of worKorce experience and tenure. The

increased number of new employees entering the worKorce 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 kader 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. ln zooT damages

per thousand locates were at S.99. Damages in eor5 were reduced to 2.4r

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 47o/o of total damages in

2o1o, to nearly S4% of total damages in 2o$. 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 2o1S.

o During the winter of zot4-2or5, failures were experienced with lield

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 suryey of customer-owned and company-

owned service lines to identiff and quantiff field assembled risers in use.

Columbia will use the collected data to further asses DIMP risk and

prioritize efrorts. Columbia has begun replacing field assembled risers

identified on company-owned seryice lines.

fire pipeline safety DIMP Plan aecelerated 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

changas, which improve Columbia's system include:

. Columbia reduced the number of open T)rye-z leaks in the Columbia

distribution system as measured by the annual Federal DOT report. It is

worttr noting that corrosion on bare steel is identified as a high level DIMP

Plan risk in the Columbia system, and that roughly 7go/o of T)rye-e leaks in

the system are caused by corrosion on bare steel. F\rrther, 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. fire result of this focused effort was that at the end of

2oo7 (the first full year of Columbia's annual system wide bare steel suwey),

Columbia reported a total of S,7SS open Tlpe-z leaks in its Distribution

System. As of December gl, 2o1S, Columbia had reducedthat numberto 9So

open Tlpe-e leala, which equates to a nearly ZS% reduction in open Tlpe-e

leala over the last eight years. In addition, as indicated in our DIMP Plan,

Columbia intends to continue initiatives to accelerate its Tlpe-e leak repairs

in orderto furttrer reduce the number of open Tlpe-z leala.



I

2

3

4

5

6

7

8

9

10

1l

t2

W. Soyster
Statement No.7

Page 4zof48

Columbia improved its locating performanoe 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 Properly

Damage over $5o,ooo) in the United States. In addition, failure to locate

facilities is a high level risk identified in Columbia's DIMP Plan. Since zoo6,

Columbia has undertaken a comprehensive process designed to improve

locating performance and reduce third-party damage to Company facilities.

firis process includes tighter management and more stringent performance

standards for locators, and resulted in a pilot program initiated in zoog to

bring the locating function back in-house for two large operating centers in

Pennsylvania. In early 2or2, Columbia decided to bring all locating back in-

house. Ttre 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 zoto, as a percent of damages, was t6.6zo6

compared to the zor5 performance of rr%.

Columbia continues to routinely conduct face-to-face meetings with

excavators who arefrequent 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.f/o reduction in third-party damage on the Columbia system

between 2oo7 and zot5, from a damage per thousand (locate requests) rate

of S.g9 in zooT to a damage per thousand rate of z.4tthrough December 3t,

2015.

. Columbia began a cross bore program in September of zor3, as a result of

identifuing 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 9,99r customer laterals since 2019. During this inspection,

r85 cross bores were identified, with reo 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 hrgh risk in

Columbia's DIMP plan. The cross bore program is an example of how DIMP

is usedto identifr and mitigate system risk.

\II. Columbia's Operating Performance

In addition to Columbia's intense focus on pilrcline safety, what are

some of tlre practice enhancements or procedural changes regarding

olrcrating performance that are specific to customer delivery

performance?

2l
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Columbia initiated the following customer service delivery improvements over the

lastfiveyears:

. Columbia recently initiated a number of customer seryice improvement

efforts. Ttrese 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 zot5, 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

theirbehalf.

o Columbia implemented 6o-minute or less Emergency Response

Rates. Emergency response rates are integral to public safety. The sooner

the first Columbia responder arrive.s at a possible emergency, the quicker the

sihration can be stabilized, made safe, and ultimately remediated. Since

2o,o,6, 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 technologr 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 zott, 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 z4 hours a day, 365 days ayear. The results of these focused efforts

have resulted in improved performance. A comparison of the data showing

the 6o-minute or less response rates from eooT to 2ot5 is as follows:
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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,

hrrn-off, and other service related activities, it is incumbent upon the

Company to be as efficient as possible with the customers'time. Therefore,

in zoo7, Columbia began to focus specific attention on improving its2l



I

2

3

4

5

6

7

8

gQ.

10 A.

ll

t2

13

14

15

16

17

18

19

20

W. Soyster
Statement No.7

Page46of48

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 appointnent rates from 9f/o in zoo7, to a rate of

g8.zgo/o in zor5.

Please describe the Compary/s reduction in OSIIA recordable injuries.

Columbia continues to enhance its cultue of safety for customers, oommunities,

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 2o,o,6, Columbia

had 48 Occupational Safety and Health Administration ("OSFIA") recordable

injuries, and in zor5 that number was only 15 OSFIA recordable injuries. Columbia

has previously received industry awards from both the American Gas Association

and the Enerry 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 perfonnan@ through multiple, cultural building efrorts,

such as:
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o In 2or4, Columbia implemented Safety Telematics across its operations.

firis 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.

o 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 opporhrnities.

o 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.

. Columbia conducts an employee safety audit program in which leaders

perform safety audits on field activities, and provide feedbackto employees'

on their safety performance.

o Columbia employees evaluate the hazards at each jobsite prior to beginning

work and complete a safety checklist which is reviewed with each employee.

Regarding Columbia's operating perforrnance, does the Comparry meet

or exceed state and federal requirements for leak suweying?

Yes, in 2oo7, 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 suwey requirements of CFR 49, Part r92. As a result, Columbia routinely

exceeds the requirements of existing Federal Regulationg which provides the

Company the ability to discover system leakage on a more timely basis than if it

were only meetingthe minimum federal standards.

Does this conclude your direct testimony?

Yes, it does.
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GLOSSARY OF ACRONYMS AND DEFINED TERMS

ACRONYM DEFINED TER]II

AFUDC Allowance for Funds Used During Construction

B Beta

b Represents the retention rate that consists of the fraction of
earninqs that are not paid out as dividends

bxr Represents intemal growth

CAPM Capital Asset Pricing Model

ccR Corporate Credit Rating

CE Comparable Eamings

CPA Columbia Gas of Pennsylvania, Inc.

DCF Discounted Cash Flow

FOMC Federal Open Market Committee

FFRY Fully Forecasted Rate Year

g 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 Utilitv Holdinq Company Act of 2005

r Represents the expected rate of retum 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 ACRONYiIS AND DEFINED TERTIIS

ACRONYIU DEFINED TERTII

sxv Represents extemal growth

s&P Standard & Poor's

v Represents the value that accrues to existing shareholders from

sellino stock at a orice different from book value
WNA Weather Normalization Adjustment Mechanism
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INTRODUCTION AND SUUiIARY OF RECOiIiIENDATIONS

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. I 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" orthe

"Company") should realize as a result of this proceeding. My analysis and

recommendation are supported by the detailed financialdata 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 retum 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 retum on

common equity should be set at 11.00o/o. As shown on page 1 of Schedule 1, I have

presented the weighted average cost of capitalfor the Company, which is calculated

with the December 3'1,2017 Fully Forecasted Rate Year ('FFRY"). The Company's

proposed rate of return is shown below:

23
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tfLbighted
Cost RateTvpe of Capital

Long-Term Debt
Short-Term Debt

Total Debt

Common Equity

Total

Ratios

43.91o/o

3.78o/o

47.690/o

iz.st"t

5.260/o 2.31o/o

2.33o/o 0.09%
2.400/o

11.00o/o 5.75o/o

1

2

3

4

5Q.

6

74.

I

100.00o/o 8.15o/o

-
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 Gompany'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 fPUHCA")

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

422p00 customers located in south-central and western Pennsylvania. Throughput

to its customers for the twelve-months ended December 31,2014 was represented

by approximately 43o/o to sales customers and approximately 57o/o to transportation

customers. CPA obtains its gas supplies from producers and marketers and has

transportation anangements through connections with six interstate pipelines. The

Company has storage anangements 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, I have considered four

(4) well-recognized models. These methods include: the Discounted Cash Flow

('DCF') model, the Risk Premium CRP) analysis, the Capital Asset Pricing Model

('CAPM'), and the Comparable Earnings CCE) 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 Gompany'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 eamings 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 I propose fulfills these established standards of a fair rate of

return set forth by the landmark Bluefield and Hope cases.t That is to say, my

proposed rate of return is commensurate with returns available on investments

having conesponding risks.

How have you measured the cost of equity in this case?

The models that I 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

lBluefield WaterWorks & lmorovement Co. v. P.S.C. of WestVirqinia, 262 U.S.679 (1923)
and F.P.C. v. Hooe NaturalGas Co., 320 U.S. 591 (1944).

21 Cl.
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companies. The companies are identified on page 2 of Schedule 3. I will refer to

these companies as the "Gas Group" throughout my testimony.

Please explain the selection process used to assemble the Gas Group?

l began with all of the gas utilities contained in ,

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, I 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 aoquisition 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?

I have applied the models/methods for estimating the cost of equity using the

average data for the Gas Group. I 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.o.
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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/modets will be described later in my testimony. The following table

provides a summary of the indicated costs of equity using each of these approaches.

4

5

6

DCF

Risk Premium

CAPM

10.79o/o

11.90o/o

11.160/o

7

I
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10
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'17

18

19

20

Comparable Earnings '12.80o/o

As I willdiscuss 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, I recommend a cost of equity of 11.007o 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 11.00o/o rate of return on common equity. The 11.00o/o 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

10.79o/o to 11.90% (the results of the Comparable Eamings 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 utalaties 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 severalformerly competing LDCs in westem 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

23
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of the Gas Group that I used to

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 dealwith 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. I am advised that in the first year of operation, the Company

refunded approximately $9.36 million to customers under the Wl'.|A. 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 Gompany 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 cunently 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 Wl.lA on investor expectations through the use of marketdetermined

models. lf 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 Gompany's cost of capital?

I 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. I 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 benefrt 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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altematives, as demonstrated by the fact that gas throughput to the Company's 158

major account customers represents approximately 29o/o 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 allcustomers 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

vulnerable 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 Gompany's construction program affects its dsk

profile.

The Company is faced with the requirement to undertake investments to maintain

and upgrade existing facilities in its service teritory. 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 22o/ol of its

distribution mains as of year-end 2014. The Company also has 56,766 (or

approximately 13olo) of its services constructed of unprotected steel. For the future,

the Company expects its net capital expenditures to be:

2016
2017
ioft
2019
2020

Total

Capital
Expenditures

$ 223,539
$ 26/',526
$ 266,051 ,

$ 259,857

$ 207,109

$ 1,221,082

-

9

10

The Company's total capital expenditures over the next five years will represent

approximately 84o/o ($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

retum 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

lor 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.

FU N DATIIENTAL RISK ANALYSIS

ls 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. lt 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, I 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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ls 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 bonowing 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 intemal sources from

NiSource Finance Corp. Presently, the NiSource credit quality ratings areBaa2lrom

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 I 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 I will discuss are shown on Schedules 2,

3, and 4. The data cover the five-year period 2010-20'14. 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 I 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.

lf 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.2

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 Equitv Ratio. The level of financial risk is measured by the

proportion of long-term debt and other senior capitalthat is contained in a company's

2For example, two othenrise similarly situated firms each reporting $1.00 in eamings per
share would have different market prices at varying levels of risk (i.e., the firm with a higher level of
risk will have a lower share value, while the firm with a lower risk proftle 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 55.8olo for CPA, 57.60/o for the Gas Group,

and 45.3o/o for the S&P Public Utilities. The common equity ratios were similar for

CPA and the Gas Group, thereby indicating similarfinancial risk.

Return on Book Equitv. 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 (1.4o/o + 12.60/ol for the

Company, 0.058 (0.6% + 10.4o/ol for the Gas Group, and 0.102 ('1.0o/o + 9.87o) 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.

Operatino Ratios. I have also compared operating ratios (the percentage of

revenues consumed by operating expense, depreciation, and taxes other than

income).3 The five-year average operating ratios were 84.60lo for the Company,

88.3% for the Gas Group, and 81 .3o/o tor the S&P Public Utilities. The Company's

operating ratios were somewhat lower than the Gas Group, thereby indicating lower

risk.

Coveraqe. The level of fixed charge coverage (i.e., the multiple 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 (?FUDC'), 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.

Qualitv of Earninos. 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 defenals. 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.

Internallv Generated Funds. Internally generated funds ('lGF') provide an

important source of new investment capitalfor a utility and represent a key measure

of credit strength. Historically, the five-year average percentage of IGF to capital

expenditures was 60.10/o for the Company, 90.07o 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 I 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.o !!!g-!ip
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

averageforthe S&P Public Utilities (see page 3 of Schedule 4).

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. lts common equity

ratio and quality of eamings 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

Please explain the selection of capital structure ratios for CPA.

In this case, the capital structure ratios of CPA have been proposed to calculate the

rate of retum. I 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.

oBeta 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 coefficienf is derived
ftom 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 consldered 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 conesponds 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 20'16. The maturity will

occur in November 2016. An additional new debt issue will occur in January 20'17.

Pursuant to Paragraph 26 of the approved settlement in Columbia's 20'14 base rate

case (Docket No. R-2014-24062741, I 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 fonrard

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 54.9o/o 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 54.9o/o to 59.17o. 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 54.4o/o ($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, I will adopt the Company's fully forecast rate

year capital structure ratios ol 43.91o/o long-term debt, 3.78olo short-term debt, and

52.31o/o common equity at December 31, 2017. For short-term debt, I 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, I have computed the actual embedded cost rate of debt at November

30, 2015. On page 2 of Schedule 6, I 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, I have
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used a cost of 4.53o/o for the issue in March 2016 and 4.58o/o 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 43.91o/o 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 2.33o/o, 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 1.255o/o LIBOR plus the spread,

i.e., 1.255o/o + 1.075o/o = 2.330o/o.

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 5.037o for the fully forecast rate year.

COST OF EQUIW - 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 I

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. lt is for this reason

that I have used more than one method to measure the Company's cost of equity.

As I 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, I favor considering the results from a variety of methods.

In this regard, I applied each of the methods with data taken from the Gas Group and

arrived at a cost of equity of 11.000/o 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 retum. In its

simplest form, the DCF retum on common stock consists of a cunent 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 = D/(k€), where P = price, D =

dividend, k = the cost of equity, and g = growth in cash flows. By reananging 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.s My DCF results are

provided on page 2 of Schedule 1 for the Gas Group. The DCF return is 10.79olo.

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 dlvidend yield component of a DGF analysis.

The DCF methodology reguires 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

occuned 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 priorto 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 3.21o/o and 3.160lo, respectively. I have

used, for the purpose of the DCF model, the six-month average dividend yield of

3.21o/o for the Gas Group. The use of this dividend yield will reflect cunent capital

5 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. I 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 historicalyield, thus producing the

3.32o/o adjusted dividend yield forthe 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 f), where 'f 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

intemal growth rate should be modified to account for sales of new common stock -
this is called extemal 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 overtime.

Did you assume a non-constant growth rate in your analysis?

No. I 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 cunently 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 DGF 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. I 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, I 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 I have done, it is earnings per share growth that influences directly the

expectations of investors for utility stocks.6 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 multiple and payout ratio, all other

measures of growth will minor earnings growth. So with the assumptions underlying

the DCF, all fonrard-looking projections should be similar with a constant price-

earnings multiple, earned retum, and payout ratio.

As to the issue of historical data, investors cannot purchase past eamings 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 eamings growth, an
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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 historicalgrowth rates in eamings 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 4.25o/o to 5.81olo for the Gas Group.

What is presented in Schedule 9?

Schedule 9 provides projected eamings per share growth rates taken from analysts'

forecasts compiled by IBES/First Call, Reuters, Zacks, Morningstar, SNL, and !!!g
!jne. 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 Intemet

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 eamings 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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ls a five-year investment horizon associated with the analysts' forecasts

consistentwith 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.9., 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 anive at the investor expected retum. 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 eamings 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 I 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 projeded

earnings per share growth rates for the Gas Group are 5.19o/o by IBES/First Call,

6.130/o by Reuters, 5.55o/o by Zacks, 5.20o/o by Morningstar, 5.45% by SNL, and

7.00o/o 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., 7.00o/ol 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, groMh 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

eamings 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 surogate, i.e., book value per share

growth. As such, under these circumstances, greater emphasis must be placed

upon projected eamings 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.T Hence, to follow Professor Gordon's findings,

projections of earnings per share growth, such as those published by IBES/First Call,

23

24

T Gordon.Gordon & Goul
of Portfolio Manaoement (Sprino 1989).
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Zacks, Morningstar, and Value Line, represent a reasonable assessment of investor

expectations.

The forecasts of eamings per share growth, as shown on Schedule 9, provide

a range of average growth rates of 5.19o/o to 7.00%. Although the DCF growth rates

cannot be established solely with a mathematicalformulation, it is my opinion that an

investor-expected growth rate of 6.250/o is a reasonable estimate of investor

expected growth within the anay of eamings per share growth rates shown by the

analysts'forecasts. As I 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

33.060/o long-term debt, 0.12olo prefened stock, and 66.820lo coffimon equity, as

shown on Schedule 10. lf book values are used to compute the capital structure

ratios, then an adjustment is required.

Please explain why.

lf 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:

January 1O,2OO2
Angust 1,2OO2
January 29,20o4

Company Docket Number
Pennsylvania-Anerican Water Co. Docket l,lo. R-00016339
Philadelphia Suburban Water Co. Docket llo. R-00016750
Pennsylvania-American Water Co. Docket No. R-00038304

(affirmed by the

Basis Points
60 basis points
80 basis po,ints

6O basis points

Angust 5,2Oo4 Aqua Pennsylvania, Inc.
December 22,2004 PPL Electric l.nalities Corp.
February 8,2OO7 PPL @s Utilities Corp.

Cornmonwealth Court on
l.lovember 8, 2004)

Docket No. R-00038805 60 basis points
Docket No. R-00049255 45 basis pcints
Docket No. R-00061398 7O basis points
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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.

Please continue with your dlscussion of the calculation of the leverage

adjustment

The only perspective that is important to investors is the retum that they can realize

on the market value of their investment. As I 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. lf the ratesetting process

utilized the market capitalization rataos, then no additional analysas or adiustment
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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 retum 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 anive at that return, the rate of retum

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 8.30o/o

when applicable to a capitalstructure with 1007o common equity.

Are there specilic factorc 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 conceming

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 I

propose is based on the fundamental financial precept that the cost of equity is equal

to the rate of retum for an unleveraged firm (i.e., where the overall rate of return

equates to the cost of equity with a capital structure that contains 100o/o 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 eam 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 multiple 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. lt 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.

ls the leverage adjustnent 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 I 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. I specify a separate factor, which I call the leverage adjustment, but

there is no need to do so other than providing identification for this factor. lf I

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 8.307o, 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

equaf to the cost of equity with a 100o/o equity ratio) plus 2.08o/o compensation for

having a 44.610/o debt ratio, plus 0.01olo for having a 0.18o/o prefened stock ratio.

The sum of the parts is 10.397o (8.30o/o + 2.08o/o + 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, I summed the 3.32% dividend yield, the 6.250/o

growth rate, and the 0.82% for the leverage adjustment in order to anive at the same

10.39% (3.32o/o + 6.250/o + 0.82o/o) return. I know of no means to mathematically

solve for the 0.827o leverage adjustment by expressing it in the terms of any

particular relationship of market price to book value. The 0.82o/o adjustment is

merely a convenient way to compare the 10.39o/o retum computed directly with the

Modigliani & Miller formulas to the 9.57o/o 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, I have utilized a six-month average dividend yield ("D11P6")

adjusted in a forward-looking manner for my DCF calculation. This dividend yield is

used in conjunction with the growth rate ("9") 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:

Dt/Po + g + lev. =

Gas Group 3.32o/o + 6.250/o + 0.82o/o = 10.39o/o

I 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 ariving 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. I should reiterate, however, that the

DCFindicated 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 retum 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-6-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 A2lA- 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, I 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

yiefds between Baa-rated and A-rated public utility bonds was 1.060/o (5.41o/o -

4.35o/ol for the six-months ended December 2015. Based on this difference in yields,

I 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, I have used a much lower yield difference in this

case. As such, the DCF return requires adjustment to 10.79% (10.39o/o + 0.40%) to

recognize the higher risk of CPA.
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RISK PRETIIIUTII 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 11.90o/o. 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 5.00o/o yield represents a reasonable estimate of the prospective

yield on long-term A-rated public utility bonds.

What historical data is shown by the iloody's data?

I 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

4.12o/o. For the six and three-month periods ended December 2014, the yields were

4.35o/o and 4.35%, respectively. During the twelve-months ended December 2015,

the range of the yields on A-rated public utility bonds was 3.587o lo 4.40o/o. 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

1.27o/o on a twelve-month average basis, 1.39o/o on a six-month average basis, and

1 .38o/o on a the three-month average basis. From these averages, 1.25o/o 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?

I have determined the prospective yield on A-rated public utility debt by using the

Blue Chip Financial Forecasts ('Blue ChiB") along with the spread in the yields that I

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, I have combined the forecast

yiefds on long-term Treasury bonds published on January 1, 2016, and a yield

spread ol1.25o/o, derived from historical data.

How have you used these data to prolect 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, I

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+ated Public Utility

Year Quarter Aaa-rated Baa-rated Treasury Spread Yield
2016

2016
20'16

2016
20'17

2017

o.

First

Second
Third
Fourth

First

Second

4.1o/o

4.3o/o

4.4o/o

4.7o/o

4.8o/o

4.9o/o

5.4o/o

5.60/o

5.7o/o

5.97o

6.0olo

6.1o/o

3.1o/o

3.2o/o

3.4o/o

3.5o/o

3.7o/o

3.8o/o

1.25o/o

1.25o/o

1.25o/o

1.25o/o

1.25o/o

1.25o/o

4.35o/o

4.450/o

4.650/o

4.75o/o

4.95o/o

5.05o/o

A.

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

Averages
2017-2021
2022-2026

Aaa-rated
5.60lo

5.8o/o

Baa-rated
6.5olo

6.8olo

30-Year
Treasury

4.5o/o

4.8o/o

9

10 0.

11 A.

13

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 5.007o yield on A-rated publac 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, I analyzed the results from Stocks.

Bonds. Bills and Inflation ("SBB|") 2015 Classic Yearbook published by lbbotson

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 anterest rates decline and it declines as interest rates15
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summary data presentedincrease. This inverse relationship is revealed by the

befow and shown on page 1 of Schedule 12.

Conmon Equity Risk Premiurre

Low Interest Rates

Average Across All Interest Rates

High Interest Rates

7.fio/o

5.69%

3.98o/o
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Based on my analysis of the historical data, the equity risk premium was 7.360/o

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.,7.28o/o on average during periods of high

interest rates) the spread nanowed to 3.98%. Over the entire spectrum of interest

rates, the equity risk premium was 5.690/o when the average govemment bond yield

was 5.12o/o. With the forecast indicating an upward movement of interest rates that I

described above from historically low levels, I have utilized a 6.500/o equity risk

premium. This equity risk premium is between the 7.360/o premium related to periods

of low interest rates and the 5.690/o premium related to average interest rates across

alllevels.

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

5.00o/o + 6.500/o = 11.50o/oGas Group
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As I noted previously, NiSource carries a Baa2lBBB+ 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 1 1.90o/o (11.50o/o + 0.40o/ol.

CAPITAL ASSET PRICING iIODEL

What are the features of the CAPil 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 result 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 CAPiI?

For my CAPM analysis, I initially considered the Value Line betas. As shown on

page 2 of Schedule 3, the average beta is 0.74tor the Gas Group.

What betas have you used in the CAPM determined cost of equity?

The betas must be reflective of the financial rlsk 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,s as follows:

9t= Fu [1 + (1 -t) D/E + P/E]

where Rl = the leveraged beta, Bu = the unleveraged beta, t = income tax rate, D =

debt ratio, P = prefered 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 100o/o 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, I

calculated the leveraged beta of 0.86 for the book value capital structure of the Gas

Group. The book value leveraged beta that I will employ in the CAPM cost of equity

is 0.86 forthe Gas Group.

What risk-free rate have you used in the CAPM?

As shown on page 1 of Schedule 13, I provided the historical yields on Treasury

notes and bonds. For the twelve months ended December 2015, the average yield

on 3O-year Treasury bonds was 2.84o/u For the six- and three-months ended

December 2015, the yields on 30-year Treasury bonds were 2.960/o ?rrd 2.%o/o,

respectively. During the twelve-months ended December 2015, the range of the

yiefds on 3O-year Treasury bonds was 2.460/o to 3.11o/o. The low yields that existed

during recent periods can be traced to the financial crisis and its aftermath commonly

t Robert S. Hamada, "The Effects of the Firm's Capital Structure on the Systematic Risk of
Common Stocks'The Journal of FinanceYol.2T, 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 QElll), 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 federalfunds 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 oI 3.1o/o to 3.8% during the next six quarters. The longer term

forecasts described previously show that the yields on 3O-year Treasury bonds will

average 4.5o/o lrom 2017 through 2021 and 4.8o/o ftom 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, I have used a

3.75o/o 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 CAPiI?

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 retums.

o.
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26
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For the historically based market premium, I have used the arithmetic mean obtained

from the data presented on page 1 of Schedule 12. On that schedule, the market

retum was'12.21o/o on large stocks during periods of low interest rates. During those

periods, the yield on long-term government bonds was 3.007o when interest rates

were low. As I describe above, interest rates are forecast to trend upward in the

future. To recognize that trend, I have given weight to the average returns and yields

that existed across all interest rate levels. As such, I canied over to page 2 of

Schedule 13 the average large common stock retums ol'12.14o/o (12.21o/o + '12.07o/o

= 24.28o/o - 2) and the average yield on long-term government bonds of 4.06%

(3.00% + 5.12o/o = 8.12o/o + 2). These financial returns rest between those

experienced during periods of low interest rates and those experienced across all

fevefs of interest rates. The resulting market premium is 8.087o ('12.14o/o - 4.060/o)

based on historical data, as shown on page 2 of Schedule 13. For the forecast

returns, I calculated a 13.07o/o total market retum from the Value Line data and a

DCF retum of 7.610/o for the S&P 500. With the average forecast return of 10.34o/o

(13.07Yo + 7.610/o = 20.680/o + 21, I calculated a market premium of 6.59% (10.Uo/o -

3.75o/ol using forecast data. However, I note that a projected DCF retum ol 7.610/o

clearly is insufficient to capture the cost of equity capital, making the forecast retum

conservative. The market premium applicable to the CAPM derived from these

sources equafs 7.34o/o (6.59% + 8.08% = '14.670/o + 21.

Are there adjustments to the CAPttl 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.e 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 Utilitv Fortniqhtlv, entitled "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

1.10o/o, as revealed on page 3 of Schedule 13, would be warranted at a minimum.

What CAPil 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 7.749/o market premium, and the 1.10o/o size adjustment, the

following result is indicated.

x( Rm'Rf )+ size =

WaterGroup 3.75o/o + 0.86 x(7.34o/o )+ 1.10o/o ='11.160/o

COTIIPARABLE EARNI NGS 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. lt 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
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e See Fundamentals of Financial Management, FAh Edition, at 623.
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order to identify the appropriate return, it is necessary to analyze returns earned (or

realized) by otherfirms 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 avaihbb 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 lafter 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

eamings/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 eam 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 Eamings approach, non-regulated companies

were selected from The Value Line Investment Survev 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 retums 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 retums on year-end

rather than average book value. lf average book values had been employed, the

rates of return would have been slightly higher. Nevertheless, these are the retums

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

retums, it is an appropriate database for measuring comparable retum opportunities.

What data have you used in your Comparable Earnings analysis?

I have used both historical realized retums and forecasted returns for non-utility

companies. As noted previously, I 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. lt 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 Eamings

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, I used 20o/o 
"s 

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 retum on book common equity

was 13.0olo using only the returns that were less than 20o/o, ?s shown on page 2 of

Schedule 14. The average forecasted rate of retum as published by Value Line is

12.60/o also using values less than 20o/o, as provided on page 2 of Schedule 14.

Using the Bluefield standard, I have eliminated the results of many companies

because of high returns. Using the average of these data my Comparable Earnings

result is 12.80o/o, as shown on page 2 of Schedule 1.

CONCLUSION ON COST OF EQUIW

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, I recommend that the Commission set the Company's rate of retum on

common equity at 1 1.00o/o. The proposed rate of return on common equity of 11.00o/o

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. lt is essentialthat the Commission employ a variety
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because of the',

2

3Q.
44.

of techniques to measure the Company's cost of

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

I was awarded a degree of Bachelor of Science in Business Administration by

Drexel University in 1971. While at Drexel, I participated in the Cooperative Education

Program which included employment, for one year, with American Water Works Service

Company, Inc., as an internal auditor, where I 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, I 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 thirteen New England operating

subsidiaries.

In 1973, ljoined the Municipal Financial Services Department of Betz Environmental

Engineers, a consulting engineering firm, where I specialized in financial studies for

municipal water and wastewater systems.

ln 1974, I joined Associated Utility Services, Inc., now known as AUS Consultants. I

held various positions with the Utility Services Group of AUS Consultants, concluding my

employment there as a Senior Vice President.

In 1994, I formed P. Moul & Associates, an independent financial and regulatory

consulting firm. In my capacity as Managing Consultant and for the past forty-two years, I

have continuously studied the rate of return requirements for cost of service-regulated

firms. In this regard, I have supervised the preparation of rate of return studies, which were

employed, in connection with my testimony and in the past for other individuals. I have

23
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25
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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 lsland, 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, I 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. I

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.

I 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). I 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, I have been the consultant to the New York Chapter of the National

Association of Water Companies, which represented the water utility group in the
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1 Proceeding on Motion of the Commission to Consider Financial Regulatory Policies for New

2 York Utilities (Case 91-M-0509). I have also submitted comments to the Federal Energy

3 Regulatory Commission in its Notice of Proposed Rulemaking (Docket No. RM99-2-000)

4 conceming Regional Transmission Organizations and on behalf of the Edison Electric

5 Institute in its intervention in the case of Southern California Edison Company (Docket No.

6 ER97-2355-000). Also, I was a member of the panel of participants at the Technical

7 Conference in Docket No. PL07-2 on the Composition of Proxy Groups for Determining Gas

8 and Oil Pipeline Return on Equity.

9 In late 1978, I arranged for the private placement of bonds on behalf of an investor-

10 owned public utility. I have assisted in the preparation of a report to the Delaware Public

1'l Service Commission relative to the operations of the Lincoln and Ellendale Electric

12 Company. I was also engaged by the Delaware P.S.C. to review and report on the

13 proposed financing and disposition of certain assets of Sussex Shores Water Company

14 (P.S.C. Docket Nos. 24-79 and 47-791. I was a co-author of a Report on Proposed

15 Mandatory Solid Waste Collection Ordinance prepared for the Board of County

16 Commissioners of Collier County, Florida.

17 | have been a consultant to the Bucks Gounty Water and Sewer Authority concerning rates

18 and charges for wholesale contract service with the City of Philadelphia. My municipal

19 consulting experience also included an assignment for Baltimore County, Maryland,

20 regarding the City/County Water Agreement for Metropolitan District customers (Circuit

21 Court for Baltimore County in Case U1153187-CSP-2636).
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Columbia Gas of Pennsvlvania. Inc. Comoliance Filine Calculations - Seotember 2015

20-Year Intercompany Note Issuance

Term Selection

A 2O-year term was selected for the note issuance to take advantage ofthe cunent 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 methodologr from the
methodologr outlined in Columbia's latest Registration of Securities Certificate. Annex A
explains why Columbia feels the new methodologr is appropriate and beneficial to Pennsylvania
customers. Below is the interest rate calculation using the new methodologr and, for comparison
purposes, the interest rate calculation using the methodology from the latest Registration of
Securities Certificate.

New MethodoloCy (Used to Determine Interest Rate)

lnterest Rate on 20-year bond for BBB+ rated utilities at September 28,2015 equals 4.5051o/o.

Source: Bloomberg (l)

20-Year Treasury Bond Yield at September 28,2015 equals 2.51V/o. Source: Federal Reserve
Statistical Release, H.l5 Selected Interest Rates (Daily), dated October 5,2015 (2).

The implied 20-Year Corporate Credit Spread for BBB+ rated utilities at September28,2015
equals l.995lo/o, which is equal to the Interest Rate of 4.5051% minus the Treasury Bond Yield
of 2.5100o/o

Total Intercompany Note Rate = 2.Slmo/o + l.995lo/o-- 4.5051o/o.

Footnotes:

(l) 4.50517o is rate shown on the Bloomberg screen C03820Y in the row labeled Mo
09128/15 and the column labeled Mid Yield.

(2) The 2.510o/o yield is shown on page 2 of the Statistical Release within the "Treasury
constant maturities Nominal" section. in the row labeled "20-yef'and the column
labeled *2015 Sep 28".

Methodology from Latest Registration of Securities Certificate (Not Used to Delermine Interest
Rate)

20-Year Treasury Bond Yield at September 28,2015 equals 2.510o/o. Source: Federal Reserve
Statistical Release, H.l5 Selected Interest Rates (Daily), dated September 29,2015 (l).



Exhibit PRM-1
Page 2 ol6

20-Year Corporate Credit Spread for Baal/BBB+ rated utilities at September 28, 2015 is
calculated tobe2.450o/o. This spread is interpolated using the 20-Year Corporate Credit Spreads
for A2lA and Baa2lBBB utilities at September28,2015.

20-Year Corporate Credit Spread for A2/A rated utilities at September28,2015 equals 1.77%.
Source: Reuters Corporate Spreads for Utilities, dated September 28, 2015 (2)

2O-Year Corporate Credit Spread for Baa2lBBB rated utilities at September 28,2015 equals
2.79o/o. Source: Reuters Corporate Spreads for Utilities, dated September 28, 2015 (2)

Credit Spread for Baal/BBB+ rated utility = 2.79o/o - (2.79% - 1.77o/o) | 3 = 2.450o/o

Total Intercompany Note Rate = 2.510o/o + 2.450o/o= 4.9600/o.

Footnotes:

(l) 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-yet'and the column
labeled *2015 Sep 28".

(2) The 1.77% corporate credit spread is shown on page I of the Reuters Corporate Spreads
report in the row labeled "A2lA" and the column labeled "20 yr". The2.79o/o corporate
credit spread is shown on page I of the Reuters Corporate Spreads report in the row
labeled *BaazlBBB" and the column labeled "20yf'.
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AI\NEX A

The curent 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.l5 Selected Interest Rates (Daily)) effective on
the date a Note is issued, plus the yield spread on coresponding 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, Reuten changed ir methodologr for reporting yield spreads. Prior to August
2015 the methodology produced spreads for all credit rating notches from AaalAAA to
CaalCCC+. 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, Baa2lBBB, Ba2lBB
and B2lB). The spread for each rating level are based on actively priced bonds in that level. For
example, the spread for the Baa2lBBB level is based on spreads for actively priced bonds with
ratings of Baal/BBB+, Baa2lBBB 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 methodolory for determining the interest rate. Under
the new methodologr 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.l5 Selected Interest Rates @aily) 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 2O-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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2O-year
30-year

lnflation indexedrr
5'Year
7-year
10-year
2O-year
30-year

Inflation-indexed long-term averaget2
Interesl rale srapsr3

1-year
2-year
3-year
4-yeal
5-year
7-year
lGyear
30-vear

Corporde bonds
Moody's seasoned

Aaar'
Baa

Slale & local bondsrs
Convenlional morlgagesr6

0.13 0.13

0.1't 0.110.14 0.130.20 0.18

0.10 0.150.21 0.210.26 0.27

0.19 0.190.33 0.330.46 0./t6
3.25 3.250.75 0.75

-0.01 -0.02-0.02 0.000.08 0.060.29 0.23

0.00 0.000.00 0.000.08 0.060.31 0.25
0.64 0.580.92 0.851.37 1.291.75 1.67
2.05 1.99
2.49 2.442.85 2.82

0.24 0.140.42 0.330.59 0.510.99 0.931.23 1.181.00 0.93

0.50 0.460.76 0.691.00 0.921.21 1.121.40 1.311.71 1.622.O1 1.93
2.51 2.46

3.98
5.36
3.67
3.85

0.12
0.12
0.20

0.13

n.a.
n.a.

0.25

0.19
0.33
0.46
3.25
0.75

-0.02
0.01
0.10
0.32

0.00
0.01
0.10
0.34
0.67
0.97
1.42
1.80
2.10
2.51
2.87

0.40
0.57
0.71
1.06
1.28
1.O7

0.51
0.78
1.03
1.26
1.46
1.78
2.09
2.59

3.99
5.31

0.13

0.11
0.14
0.22

0.13
0.16
o.22

0.19
0.33
0.46
3.25
0.75

-0.01
0.01
0.09
0.31

0.00
0.01
0.09
0.33
0.64
0.92
1.37
1.74
2.05
2.48
2.85

0.34
0.51
0.66
1.04
1.27
1.05

0.50
0.76
1.01
1.23
1.42
't.74
2.O4
2.55

3.97
5.31

0.07

o.12
0.13
0.20

n.a.
0.20
0.27

0.19
0.33
0.46
3.25
0.75

-0.02
-0.01
0.08
0.31

0.00
0.00
0.0E
0.33
0.64
0.92
1.37
1.75
2.06
2.5'l
2.87

0.30
0.48
0.65
1.05
1.29
1.05

0.50
0.75
0.99
1.20
1.39
1.70
2.O1
2.53

3.95
5.38

4.00
5.35

0.12

0.11
0.13
0.20

0.13
0.20
0.25

0.19
0.33
0.46
3.25
0.75

-0.02
-0.00
0.08
0.29

0.00
0.00
0.08
0.31
0.63
0.92
1.36
1.74
2.05
2.49
2.85

0.2E
0.46
0.62
1.01
1.25
1.O2

0.49
0.75
0.99
1.20
1.39
1.7',1
2.O1
2.53

3.98
5.33
3.67
3.85

0.14

0.13
0.15
0.'t9

0.15
0.20
0.27

4.03
5.33
3.71
3.86

0.19
0.33
0.46
3.25
0.75

.0.02
0.00
0.09
0.33

0.00
0.01
0.09
0.34
0.70
0.99
1.47
1.86
2.16
2.60
2.96

0.32
0.51
0.66
1.04
1.28
1.06

0.51
0.80
1.06
1.30
1.50
1.83
2.15
2.67

0.14

0.13
0.17
0.22

0.19
0.33
0.46
3.25
0.75

-0.00
0.02
0.18
0.35

0.01
0.02
0.18
0.37
0.71
1.01
1.49
1.88
2.17
2.62
2.95

0.33
0.52
0.65
1.01
1.24
't.03

0.53
0.83
1.'t 1

1.34
1.55
1.87
2.19
2.68

4.O7
5.34
3.78
3.89

0.15
0.21
0.27

See overleaf for lootnotes.
n.a. Not awilable.
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I. Introduction

Please state your name and business address.

Nancy J. D. IGajovic, Southpointe Industrial Park, rzr Champion Way, Suite roo,

Canonsburg, PA t1gr7

Bywhom are you employed and in what capacity?

I am employed by Columbia Gas of Pennsylvania, Inc. ("Columbia" or the

"Compan/) as State Finance Director.

What areyourresponsibilities as State Finance Director?

I am responsible for analysis and support in the financial planning, forecasting and

OSrI\,I and capital budgeting processes for Columbia and coordination with the

NiSource Corporate financial planning and budgeting processes.

What is your educational and professional baclcground?

I hold a Bachelor's of Science Degree in Accounting from Duquesne University and

a Master of Business Administration from the Universrty of Pittsburgh's IGtz

Graduate School of Business. I was employed by the Pennsylvania Public Utility

Commission ("Commission") from 1984 through 1987 as an auditor. From 1988

through 2oo7, 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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2oo7,I assumed the role of Manager, Commercial and Industrial Customers for

Duquesne Light and held that position until May zoo9. In November of eoo9, I

joined Columbia as Senior Regulatory Analyst and was promoted to Director of

Rates and Regulatory Affairs in June of zorr. In July of zor5 I transferred to my

cunent 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: I-9oooo5, M-oo93o4o4Coo1, R-ooor6854Coo1,

M-FACEo3oz, R-ooo6g46 and P-oooZ2z4Z. I also presented oral testimony in

several formal customer complaint actions and at en banc hearings sponsored by

the Commission on enerry conservation issues. Additionally, I have submitted

written testimony before the Commission on behalf of Columbia at the following

dockets: R-zorr-eer56z3, R-eore-ee9ggog, R-zore-232t748, R-zor3-e35ro7g, R-

zot4-24o6274, R-zor4-24o8268, R-zor5-2468o56, R-eor5-2469665, P-zotz-

z338e8z and C-zo r rzz48g7 o / A-zorr-zzZ6Z8o.

What is the purllose ofyour testimony in this proceeding?

My testimony supports Columbia's projected Operations and Maintenance

("O8rI\4") expenses for the Fully Forecasted Rate Year (through December gt, zorT),

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?

Q.
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The forecasted O&I\,I expense included in the Fully Forecasted Rate Year test period

is derived from the Company's most recent O&I\4 budget.

How is Columbia's O&IVI erlpense budget developed?

The O&I\'I eq)ense budgeting methodolory used by Columbia is a combination of a

"top down" and'grass roots" approach. fire O&I\I 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:

(t) that Columbia's budgets, including O&I\{ expenses, are developed in accordance

with overall financial goals and objectives; and (e), that individual company

operational and administrative requirements are addressed.

How is the OErM budget developed?

fire O8rIt{ 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

Q.

A.
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of O&I\{ 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 mytestimony.

Annually, the Company's O&I\,I 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 O8rI\,I

budget is compared to the most recent year's OSrI\4 budget as well as compared to

the prior year's actual, experienced amounts. Ttrese comparisons help identifu

trends and allow for measurement against management's expectations. Once

finalized, the departmental OSrI\{ expense budget is incorporated into the business
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Does that conclude the development of the O&wI exlDense budgeting
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process?

No. Upon agreement and sign-off on the departmental OSrIU expense budget, the

current year O8rI\,I 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&I\{ 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 deparunent and Columbia as a

whole to mitigate the identified budget variance.

Does the OSTIVI exlrense budgeting methodolory described in your

testimony result in an accurate estimate of expenses to be incrured

during the Fully Forecasted Rate Year?

Yes. Columbia has experienced a variance of less than g%o to the original O8rI\,I

budget in four of the last seven years, with the only exceptions being eorr and 2ot4,

when the variance was approximately 6.g0A and 4.5o/o, respectively. Specifically, in

2or1, Columbia experienced larger than budgeted pension contributions. I{hen
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that factor was normalized, the remaining budget variance for the year was well

below to/o. ln 2ot4, the variance to the budget was driven by a few key factors. One

factor was that $r.g 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 OSrI\,I budget is a conservative approach for

ratemaking purposes. In zor5, Columbia underspent the original O8rI\{ budget by a

margin of o.690/o. Please refer to Exhibit NJDK-I accompanying this testimony for

a comparison of actual results versus the annual original O&N,I budget for the years

2oo9 through 2015. Overall, this Bctribit indicates a high level of O&IVI budgeting

accuracy by Columbia and, accordingly, provides a high level of confidence as to the

accuracy of the OSrI\{ expenses included in the Fully Forecasted RateYear.

Have you excluded certain cost categories from your comparison?

Yes. O&IvI 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&VI 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 bythe 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&IVI expenses included at the corporate-level are employee benefits, benefits

administration fees, audit fees, in-house legal, human resour@s, corporate

insurance, regulatory amortizations, and revenue trackers.

What are the principal assumptions used in the development of the

labor cost element for specific departrnent budgets included in the

forecasted test period O&IU enpenses?

Iabor 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.

firis results in a sub-total fortotal labor dollars available by month, which will then
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be allocated between O8rJtI accounts, capital, and charges to other departments.

That allocation involves developing an estimate for the following year's O&I\4 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 O8rI\{ accounts. T}re

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 pnojections regarding

Columbia headcount?

Yes, Columbia is projecting 66o and 689 active full-time employees for zo16 and

2ot7 respectirrely, and an overall wage increase guideline of.go/ofor exempt and non-

exempt employees. Labor costs for bargaining unit employees are based on the

contracts currently in place. Ttre 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 efEcient deployment of increased levels of capital

associated with Columbia's aggressive infrastmcture replacement program.

Please explain hownon-labor activities or events are taken into account

in the development of the O&M erqrense 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 workvolume 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 intelhgence

gathered by Operations personnel on system conditions as they exist going into

2or7, includes additional funding for abnormal operating conditions ("AOC")

identified during the Future Test Year and leak suryey synchronization. Additional

funding is allocated for continued training development.
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Please describe the basis for the corlrcrate-level budgets described on

page Z andincluded in Columbia's overall OSrM 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 byAON 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 Technolory. 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 r8-r9 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 OSrM erqtense

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&IU budgeting methodolory, NCSC budgets its O&I\4 expenses by cost

categories such as labor, materials, outside services and other expenses. In

addition, each NCSC department is allocated a portion of NCSCs indirect costs,

such as benefits, ta:<es, depreciation and other expenses to arrive at a fully loaded

cost. Ttre 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 deparfinent 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 tt, Attachment B.

What is the O&M expense level for the Historic Test Year and Fully

Forecasted Rate Year?

O&N{ expense before ratemaking adjustments is $42,545,o,46 for the Historic Test

Year ended November go, 2o1S, $r45,z83,ooo for the Future Test Year and

$r53,rgr,ooo for the Fully Forecasted Rate Year ending December gt, 2or7,

increases of $t2,797,954 and $2,848,ooo respectively before pro forma ratemaking

adjustments.t

'ilhis testimony compares O&IvI ocpenses independent of enpense items specifically tracked against revenues
as discussed earlier in this Statement.
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Please explain the key variances in OSrlVI elq)ense levels between the

Historic Test Year and the budgeted amounts for the F\rhrre Test Year.

Please refer to Exhibit ro4, Schedule t, Page 3, for a breakdown of the O&IVI

expense variances from the Historic Test Year to the budgeted Future Test Year

ended November go, 2016. The methodolory for how labor is budgeted has been

covered in my earlier testimony. Please refer to Exhibit ro4, Schedule to, Page 1,

for an illustration of the $265,266 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 Fuhrre 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. Ttre budget for all fuhrre 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 4o1(k) and medical and

dental benefit expenditures.
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The increase in Outside Services from the Historic Test Year to the Future Test

Year, as described earlier in my testimony, is illustrated at Extribit ro4, Schedule tt,

Page r.

Rent and kase Expense has increased, primarily due to: (r) the anticipated

completion of the construction of the training facility and the PA Norttr Operations

Center; and (z) 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 Extribit 1o4, Schedule re, Page 1, for a breakdown of the increase in rents

and leases bylocation.

The increase in Materials and Supplies eq)ense 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 OSrIvI 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 ro4, Schedule r3, Page t, and Extribit ro4, Schedule 14, Page 1,

respectively.

Please enplain the key variances in OErM erq)ense levels between the

Futrue TestYear and the budgeted Fully Forecasted Rate Year.

Please refer to Elxtribit ro4, Schedule t, Page 4, for a breakdown of the O&I\,I

expense variances from the Future Test Year to the budgeted Fully Forecasted Rate
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Year. The methodolory for how labor is budgeted has been covered in my earlier

testimony. Please refer to Exhibit ro4, Schedule to, Page z, for an illustration of the

$r.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. fire 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 4or(k) associated with incremental headcount

and a projected increase in active medical eq)ense.

Ttre increase in Outside Services from the Future Test Year to the Fully Forecasted

Rate Year, as described earlier in my testimony, is illustrated at Extribit ro4,

Schedule tt, Page z.

The decrease in Rent and kase Expense reflects the expiration of certain facility

leases and net changes in monthly lease payments, as illustrated on Extribit ro4,

Schedule r2,Pa3e2.

Ttre 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

futuretestyears.

The increases in NCSC Shared Senrices and NCSC Shared Operations are explained

in detail at Extribit ro4, Schedule r3, Page z, and Exhibit ro4, Schedule r4,Page z,

respectively.

Are there any other matters that you would like to address?

Yes. Columbia's case at R-2o1S-2468o56 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 adjustnents 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.
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Exhibit NJDK-1 
Columbia Gas of Pennsylvania, Inc. Page 1 of 1 

Statement of Operations and Maintenance Expense Budget vs. Actual 

Budget Actuals 

2009 2010 2011 2012 2013 2014 2015 2009 2010 2011 2012 2013 2014 2015 

23,873 23,108 22,910 23,693 25,709 25,251 28,309 23,153 23,577 22,845 23,996 25,124 25,818 27,980 (720) 469 (65) 303 (SSS) 567 (329) 
!Incentive Compensation 293 1,171 1,149 1,249 1,238 1,333 1,584 1,303 1,628 1,649 1,690 1,845 1,816 1,791 1,010 457 500 441 607 484 207 
iPension 2,119 6,005 6,598 3 1,137 392 5,799 13,088 91 2,489 1,131 14 (1,727) (206) 6,490 91 2,486 (6) 14 
IOPEB 715 1,065 492 (154) (284) (550) (1,378) 1,683 775 (213) 88 (454) (1,298) (1,336) 968 (290) (705) 242 (170) (748) 42 
IOther Employee Benefits 5,076 6,363 6,509 6,184 6,454 4,584 4,791 4,995 7,472 6,210 5,880 5,635 5,432 5,992 (81) 1,109 (299) (304) (819) 848 1,201 
Outside Services 15,636 15,175 13,094 12,123 12,104 22,311 26,079 15,180 15,440 13,244 12,133 14,113 22,070 22,951 (456) 265 150 10 2,009 (241) (3,128) 
Rent and Leases 1,314 1,374 1,458 1,615 1,887 2,273 4,791 1,306 1,207 1,348 1,485 1,699 1,699 2,252 (8) (167) (110) (130) (188) (574) (2,539) 
jCorporate Insurance 3,116 3,574 3,413 3,048 3,004 3,087 4,516 3,045 3,241 2,926 2,763 2,734 2,796 2,899 (71) (333) (487) (285) (270) (291) (1,617) 
Injuries and Damages 1,209 944 795 630 630 500 500 605 545 340 241 305 (185) 381 (604) (399) (455) (389) (325) (685) (119) 
Employee Expenses 1,109 1,046 1,163 1,142 1,295 1,305 1,640 1,405 1,450 1,553 1,465 1,376 1,264 1,415 296 404 390 323 81 (41) (225) 
'Company Memberships 347 345 249 292 262 256 256 295 250 293 262 249 313 479 (52) (95) 44 (30) (13) 57 223 
Utilities and Fuel Used in Company Operations 675 570 567 503 1,167 1,303 1,310 451 417 487 1,094 1,247 1,244 1,287 (224) (153) (80) 591 80 (59) (23) 
Advertising 500 185 170 170 470 170 170 389 281 167 133 243 236 207 (111) 96 (3) (37) (227) 66 37 
Fleet 4,663 4,104 4,421 5,046 5,452 5,708 5,728 4,650 4,726 5,092 5,357 5,780 6,106 5,956 (13) 622 671 311 328 398 228 
Materials & Supplies 4,929 4,767 4,775 4,899 4,649 5,024 5,067 4,741 4,967 4,412 4,353 5,171 5,343 5,873 (188) 200 (363) (546) 522 319 806 
OtherO&M (3,987) (3,780) (116) (783) 60 (1,906) (434) (3,527) (3,005) 157 (63) 31 512 306 460 774 272 720 (29) 2,418 740 
PUC, OCA, OSBA Fees 1,673 1,953 1,354 1,454 1,699 1,583 2,161 1,721 1,539 1,348 1,523 1,585 1,815 2,161 48 (413) (5) 69 (114) 232 
NCSC Shared Services & NGO Shared Operations 31,889 38,399 37,740 39,742 44,597 47,962 49,533 34,023 36,457 38,899 40,164 43,374 50,760 53,169 2,134 (1,942) 1,159 422 (1,223) 2,798 3,636 
Amortization 82 75 (243) (1,446) (1,455) 185 267 82 0 (489) (1,446) (594) 185 267 (0) (74) (246) (0) 861 
Lobbying (Amount included in above Cost Elements) 
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Please state your name and business address.

My name is Panpilas W. Fischer. Mybusiness address is e9o W. Nationwide Blvd.,

Columbus, Ohio 4S2rS.

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 erqlerience.

I began my career with KPMG as a staff auditor in rg87.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 eooo, I

started working as a tax analyst for NCSC and assumed various roles in the tax

department. In October 2ot5, 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 Kentuclcy 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 pur?ose 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 eoo8 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 3o

eor5) and Exhibit ro7 for the Future Test Year (the twelve month period ending

November go, eor6) and Fully Forecasted Rate Year (the twelve-month period

ending December gt, zotT). Taxes other than income tax are included in Exhibit 6

and Exhibit ro6.

Q. WiU you erplain the basis for the income tax calculations for the

Historic TestYear?

The tax calculations were made in accordance with federal and state laws. The

federal tax rate is ggo/o and the Pennsylvania tax rate is 9.99o/o. The Historic Test

11
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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 er<plain the flow-through items included in the tax provision?

Prior to r98r, federal tax statutes did not require full normalization of accelerated

tax depreciation versus book straight line depreciation recovered in rates.

Beginning in r98r 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

reserye, 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 r98r. Beginning in 1984, the Company began to normalize the

remaining book versus tax differences on Asset Depreciation Range vintages (tgZt

through tg8o) based upon the Commission's order in Docket No. R-892493. For

the Historic Test Year, we are in a position where the Company has very little in

terms of tax depreciation remaining on pre-r98r assets. Thus, we are in a

turnaround position, since book depreciation is now higher than ta:< depreciation.

In addition, the Company has excess deferred taxes that were originally

computed at a 46% federal tax rate for r98r-r987 vintages that are being refunded

in rates under the Average Rate Assumption Method ("AMM"). This method

required the Company to keep deferred ta:res intact until book depreciation

exceeds tax depreciation for those vintage years, and to flow back the deferred tax

excess between the 460/o rate and the current gS%. Since most of the properly was

tS 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 $89,48e 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 eooS

change in method of accounting for repairs?

As agreed in the settlement of Columbia's zoro rate case (Docket No. R-eoog-

zt4gz6z), a refund of the $92,487,694 is being made to customers, which reflects

the cash benefit received in eoog for the tax year eooS method change. As of

December gt, 2or4, a total of $35,442,920 was amortized as agreed in the

settlement of Columbia's eore rate case (Docket No. R-zot2-2821748) and an

additional $2,o44,7t4 is being amortized through the period ended December 3t,

2e16, as agreed in the settlement of Columbia's zor4 rate case (Docket No. R-zor4-

z4o6zZq), which leaves a remaining unamortized balance at December 3r, eor5 of

$68r,57r. This case reflects the remaining $68t,S71 as of December 31, zor5 being

amortized over t2 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 2oto 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 fonvard?

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 t8, zorr (the

effective date of Columbia's 2o1o rate case) the repairs deduction is being
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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 ta:<

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 $t4S.o million net operating loss for eooS that it carried

forward into zoog and will carry forward into future years. The Company reduced
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its Pennsylvania taxable income by tgo/o of taxable income in zoo9. The Company

also had a $g.Z million net operating loss for zoro and a $69.2 million net

operating loss for zorr that is being carried forward. For tax years in zor5 and

thereafter, the Company is permitted to use the loss carryforward as a state income

tax deduction equal to the higher of $S,ooo,ooo or loo/o 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 2o1S 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 eore-eor4. The loss is the result of 5o-roo% bonus depreciation

I Nextef Communications of the Mid-Atlantic, lnc., v. Commonwealth of Pennsylvania, 129 A.3d I (Pa. Commw.
2015).
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allowed under federal tax law (the Tax Relief, Unemployment Insurance

Reauthorization and Job Creation Act of 2o1o, the American Taxpayer Relief Act of

2oL2 and the Tax Increase Prevention Act of zot4). Additional federal tax law, The

Protecting Americans from Tax Hikes Act of 2o1S, extended Soo/o 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 Enerry

Group. As shown on Exhibit No. Z, pages 3 and 4, over $t8Z million of the $e6o

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 errpense?

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,o57,956 of state income taxes,

which is based on $r48,889,rr3 of operating income less $z8,o2g,g7; of interest

expense on debt for total pre-tax income of $reo,865,r38, resulting in an effective

state income tax rate of 4.t8o/o. This reduced expense, as compared to the

Pennsylvania statutory rate of g.ggo/o, 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 $4r,84o,19o or

S!.620/o, of the pre-ta:c income less state income taxes. This 34.6e% expense is .38%

less than the federal statutory rate of ggo/o. The difference is largely attributable to

the tax repairs refund amortization being flowed through in rates.

Please continue with respect to the Fully Forecasted RateYear.

For the proposed income tax recovery, the amounts can be found on Exhibit ro7,

pages 16 and r7. 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 LoZ,pate S, 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 26g[ mixed serwice costs impacted deferred

taxes in rate base?
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As agreed in the settlement of Columbia's zorz rate case (R-eore-23er748), 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 to7, page 9, line r8.

Is there an inclusion of defened taxes for the Federal Net Operating

Loss in rate base?

In the Historic Test Year, the deferred tax asset for the Federal Net Operating [oss,

which represents the remaining balance of un-utilized net operating loss, is

$t7,9gz,ze6 as shown in Exhibit 7, page 9. The Company has experienced net

taxable losses for the years 2oro, 2orr, 2or2, and eor3 as a result of taking

deductions for 5o-too%o bonus depreciation, resulting in the deferred tax asset

being recorded for the un-utilized net operating losses. So% bonus depreciation

deductions were taken in zoro, 2or2, and eor3 and roo% bonus depreciation

deductions were taken in eorr as permitted under tax laws in effect per my

testimony on page 7. ln zot4, the Tax Increase Prevention Act of zot4 extended

5o% bonus depreciation to assets placed in service in zor4 and, in zor5, the

Protecting Americans Against Tax Hikes Act of eor5 extended bonus depreciation

another S years with So% bonus depreciation for assets placed in service in zot5,

zot6, and zot7,4o% bonus depreciation for assets placed in service in zor8 and

3o% bonus depreciation for assets placed in seryice in eor9, 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 2ot7, as bonus depreciation legislation has been enacted for assets

placed in service through 2org. 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 2o,22.

Therefore, there is an increase to rate base on Exhibit ro7, Page 5, of $3r,r5o,8gr,

as a deferred tax asset for the amount of unutilized net operating loss for the Fully

Forecasted Rate Year.

Please errplain the adjustment to deferred taxes for the Fully

Forecasted Rate Year on Enhibit ro7, 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 t.t6Z0)-t(hx6xii). A fuhrre 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 ta:res 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 $3o,92r,47r.
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Are you sponsoring any other erqrense 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 ro6.

Please errplain 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. +). An increase in payroll taxes of $97,4o9 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 $tg7,6zo. Please see Exhibit

No. ro6, Schedule z, Page 3 of S for the calculation.

Please errplain the propertytax adjustment.

The PURTA tax and the locally assessed properly tax on Pennsylvania property are

both consistent with the most recent year-end tax levels as of December gr,2or4.

The West Virginia tax for gas stored underground was developed using the

December gr,2ot4 assessed value and the 2oL4 tax rate. This annualized level of

$58o,692 is higher than the Historic Test Year level of $S5o,6e6, as shown on

Exhibit 6, Schedule 2, Page 4 of S, resulting in an upward adjustment of $3o,o7r.

The detail supporting this calculation for the Fully Forecasted Rate Year is

provided on Exhibit to6, Schedule e, Page 4 of S. The pro forma Fully Forecasted

Rate Year reflects a downward adjustment of $rr7338 from the annualized level as

a result of using the December 3r, 2or5 assessed value and the 2ot4tax rate which
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is the latest available at this time.

Please errplain 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 gr,2ot4. To this end, the zor5 rate was

applied, resulting in a $e4,er9 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 Sr,2ot7 is $o using a rate

of .ooo because, under current legislation, the capital stock tax is completely

phased out by the end of eor6. This represents a downward adjustment of

$eo6,485 from the annualized level of $eo6,485.

Please enplain the License and Franchise Tax adjustment,

The License and Franchise tax annualized level of $7349 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 erplain the Other Tax adjustment on Bxhibit ro6, Schedule z,

Page z.

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 t'his conclude your testimony?

Yes.
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Please state your name and business address.

Mark Balmert, my business address is e9o West Nationwide Boulevard, Columbus,

Ohio 43215.

By whom are you employed and in what capacity?

I am Director of Regulatory Strategr & 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

testifuing on behalf of Columbia Gas of Pennsylvania, Inc. ("Columbia" or the

"Company"), which is one of the NiSource loeal 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 CACOS) 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 Comparry @h/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 Ttre Ohio State University in June of t979, earning a Bachelor of

Science Degree in Business Administration with a major in accounting. I have been

employed by various entities within the Columbia Enerry Group and its successor,

NiSource, in capacities related to rates, regulatory accounting and compliance, and

Q.

A"

Q.

A

4

5

6

7

8

9

10

11

t2

13

t7

r8 Q.

tg A.

20

2l

22

14

15

16



3

4

5

6

7

8

Q.

A.

Q.

A.

M. Balmert
Statement No. rr

Page z ofeo

information technoloryapplications since October rg7g. In February of zotz.I was

named Directory of Regulatory Stratery & Support for NCSC, which is the position I

currentlyhold.

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 shrdies in this matter. As required by Section

Sg.Sg III, Items r and 9 of the Commission's regulations, I prepared ACOS

studies by rate class at present and proposed rates (Item r) and a cost analysis

supporting minimum charges for all rate schedules (Item 9). The studies and cost

analysis are presented in Exhibit 111. Item ro of Section 53.Sg 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 Frrhibit No. rr.

nxhibit No. rr addresses the Commission's filing requirements regarding ACOS

studies and rate design as required by Section Sg.Sg III. Ttre Company's ACOS

studies are presented in Exhibit No. trr 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 gr,2ot7.

Are you responsible for the ACOS studies presented in E"xhibit No.

rrr?

Yes,I am.

Three ACOS shrdies are included in Exhibit No. rr1. Is that correct?

Yes.

Why did you conduct three ACOS studies?

Columbia has filed two studies in its base rate proceedings since the early 198os

that provide the outside limits of the possible allocations of mains to the various

classes of service. The customer-demand study (Exhibit No. ttl, Schedule r)

produces results that are generally more favorable to the industrial class while

the peak and average study (Exhibit No. 1tt, Schedule z) 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. t11, 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

sewe.

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/Aftachment Description

Exh. No. rrr, Schedule No. r Customer-Demand Studv
E>rh. No. rrr, Schedule No. e Peak &Averase Studv
E:rh. No. trt. Schedule No. g Averaqe Studv
Statement No. rr, Exhibit MPB-r Development of Allocation Factors
Statement No. u, Exhibit MPB-z Calculation of Allocation Factors
Statement No. u, Exhibit MPB-g Factor Selection and Rationale
Statement No. tl, Exttibit MPB-+ Intra-Class Adjustment of Storage

Carryine Costs

Could you briefly describe the format of the ACOS strdies that you are

sponsoring?

The format is generally identical for the three studies except for the customer-

demand study, Schedule No. r. It contains go pages, while the peak and average

study in Schedule z and the average shrdy in Schedule 3 each contain 13 pages. Ttre

customer-demand study contains the customer charge studies, which I will be

discussing later in my testimony, on pages 14 through go of Schedule No. r. Ttre

rates of return that are shown on page r of each study are based on income
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generated using proposed rates, with page z showing the rates of return generated

using current rates. Both page r 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 ofthe 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&lI") expenses, while page 9 contains the allocation of ta:<es

other than income. Rate base is detailed by rate schedule on page ro, with page u

calculating Federal and Corporate Net Income ta:res. The allocation factors are

listed on pages rz and 4.

How were the rate schedules grouped in allocating the cost of selvice?

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 6,44o 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 6,44o therms but less than 64,4oo therms. Because essentially any

customer can qualiff and, therefore, switch between sales and distribution

services under these schedules, it is reasonable to conclude that customer

characteristics are the same for both tlpes 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

Iarge General Sales Service ("SDS/LGSS") is presented in Column G of each

study for Commercial and Industrial customers whose annual usage is greater

than 64,4oo therms but less than S4o,ooo therms, and targe 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 54o,ooo therms. Main Line Sales Service

("MIS") and Main Line Distribution Service ("MLDS") are combined and

presented in Column I due to their unique characteristic of proximip to an

interstate pipeline.

How were Total Company O&IU erq)enses deterrnined by FERC

account in the allocated cost of serwice strdies?
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O&M expenses for the fully forecasted rate year presented in Exhibit ro4 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-oo8 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 3o, zor5).

What method did Columbia use in previous cases to identify and

separate Account 976 - Mains before allocation to the rate classes in

each shrdy?

Before its eorz rate case (Docket No. R-eo:.:z-292:r748), Columbia did not

identiff and separate mains before applylng allocation factors beyond identiffing

and separating mains directly assigned to the MIS/MLDS class. Beginning with

the eore 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

serye 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 MIS/MLDS class. In its 2oL4 rate case (Docket No.

R-zot4-z4o6zZ4) and its 2o1S rate case (Docket No. R-eor5-2468o56),

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 2or4 and zor5 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 identifring 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 pressureo, and "remaining regulated pressure."

Each of these groupings of mains is then being separately allocated using

Columbia's traditional allocation methods.

How has Columbia idenffied and separated Account gZ6 - Mains in

its cument rate case?

Using the same method that Columbia used in the eor4 and eor5 rate cases,

Columbia identified and separated, based on operating pressures, its

transmission, low pressure, and regulated non-low pressure mains. Ttre physical

system data was then anallzed 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 eore rate case. Ttrose specific categories

of mains were identified and gathered in response to suggestions received from

other parties in Columbia's zote rate case. A fourth category, remaining

regulated pressure mains, was arrived at by subtracting, from the company totals

(excluding direct assignment MIS/MLDS), the quantities separately identified as

'transmission',' low pressure', or'regulated non-low pressure'. Ttre 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 gZ6 - Mains

in its cument case?

No. As in its 2or4 and eor5 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 zor4 and zor5 cases, yhich 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 tlpes of customers who utilize those

mains. fire specific allocation methods used for each of these categories are later

explained in my testimony.

What allocation approach is being applied to'transmission'mains?

A.11
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In both the Customer-Demand (Exhibit ttt, Schedule No. r) and the Peak &

Average (Exhibit rrr, Schedule No. z) studies, transmission mains, because they

are generally not designed to serve individual or small groups of customers, are

tJrpically 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 hlpothetical 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 MIS/MLDS). Ttre

demand component was arrived at by calculating the cost of mains, other than

the hlpothetical 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 MIS/MLDS), and design day volumes applicable only to the low

pressure customers (excluding MIS/MLDS), and weighing each of the volumes

equally.

What are ttregulated non-low pressurett 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 indirectlyfrom a regulated non-low pressure system.

What allocation approach is being applied to the regulated non-low

pressnre 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 methodolory.

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 MIS/MLDS), and weighing

each of the volumes equally.

What are'remaining regulated pressuret mains?
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Remaining regulated mains are IP, MP and HP systems that serve two purposes:

r) to deliver gas to customers that require IP, MP or HP pressure; and z) 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 MIS/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 methodolory as previously

discussed. However, for these mains, total company (excluding MIS/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 So-5o 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 MIS/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 MIS/MLDS customer groups excluded from the above

described allocations of mains?

Customers served under rate schedules MIS/MLDS were excluded from the

allocations of mains under all studies because these customers are served directly

from a Columbia Gas Transmission, LI,C ("Columbia Tlansmission") interstate

pipeline or are in close proximity to a Columbia Transmission interstate pipeline.

AccordinglS 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 studyrng the Company's plant records and maps on a

customer by customer basis. Ttre mains investment cost was then directly assigned

to MIS/MLDS. Therefore, it is appropriate to exclude them from the allocation of

mains and mains related cost.

Since a significant portion of the Conrpan/s invesbnent and expense is

related to mains and services does the allocation of those items

significantly impact the shrdies?

Yes, it does. Mains and services account for approximately 88% of the Company's

gross plant investment and approximately zo%o 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. g) in her nxhibit No. ro3,

Schedule No.l, Pages 13 through r8.

Were there any other mqior OErM 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 6 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 [.ow 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 e9, 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". Ttris 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, r) DIS (Distributed Information

System) that bills customers who's meter is read monthly for either sales or Choice

Transportation service, e) GMB (Gas Measurement Biling) that bills customers

who's meter is read daily for either sales or Choice distribution service, and GTS

(Gas Ttansportation 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. Ttre DIS billed commercial net charge-offs

were allocated between the SGSST/SCDI/SGDST and SGSSz/SCDz/ SGDSz rate

classes based on DIS billed revenue within each class. The portion of Account 9o4

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 g8o - Seryices and the

related OErM ac@unts.

First, I identified the services related to MIS/MLDS and directly assigned them.

Ttre remaining investment in Account 38o - Services and the related O&I\,I 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. Ttre 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 881 - Meters and

Account 982 - 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 tlpe 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

go, 2o1S 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. Ttre percentages were developed for Account 38r and

used for assigning Account 38r Meters as well as the investment in Account 382

Meter Installations.

Please describe how you allocated plant accounts g8g House

Regulators and g8+ - 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 customerc being served bylow pressure lines do

not require house regulators, I developed an allocation factor that excludes

customers served from low pressure lines from the total. Ttre 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 S8S - Induslrial

Measurement & Regulation ("M8rR") 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 identi$ the cost of each station. Then, I
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grouped these costs into the corresponding rate classes (excluding MIS/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-I attached to this testimony, entitled "Development of

Allocation Factors", I provided a description for all allocation factors used for the

studies. In Exhibit MPB-a 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 shrdy in support of the compan/s minimum or

system charges?

I prepared two strdies in support of the Company's minimum or qrstem charges.

firey are contained in Exhibit No. rrr, Schedule r, pages r4 through 3o.

Please describe the two studies.

The study included in E:rtribit rrr, Schedule No. I, pages r4 through ee contains the

company's traditional customer charge studybased on the customer-demandACOS

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 z3 and 3o of Schedule No. r is similar, but excludes

the customer component of mains and other operations.

Why did you present the shrdy excluding the customer oomponent of

mains?

Q.
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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. Ttre Company does not

agree with this approach, and continues to support its traditional customer cost

study.

Why does the Company believe a customer somponent of mains should

be included in a minimum system customer charge strrdy?

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 theACOS represents a minimum fi:red 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 inra-class adjushnent of

storage costs between the SGDSI and the SGS.ST/SCDr classes and

between the SGDSg and the SGSSz/SCDs classes?
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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

SGDSr and SGDSz classes to the SGSST, SGSSz, SCDI and SCDz classes. Ttris

adjustment is made because SGDSr and SGDSz customers are not Priority

customers for whom Columbia purchases gas in storage to serve.

Please describe this shrdy.

The study calculates the storage carrying costs, by rate class, by applyrng the

proposed pre-ta:< rate of return (Line 6) to the allocated storage balances (Line g),

and utilizing Allocation Factor No. 25. Ttre resulting storage carryrng costs for the

SGSI/SGDST class and the SGSz/SGDSz class (Line 7) includes costs that would,

without an adjustment, be assigned entirely to the SGDSI class (Line rS) and

SGDSz class (Line ee). Ttrese costs are assigned to the SGSST and SCDI classes and

the SGSSz and SCDz classes ratably, using a factor derived from their projected

throughput (Lines r3 & r4 under the heading "Ratio" for the SGSST and SCDI

classes and Lines zo & er for the SGSSz and SCDz 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 Assiqnment

'Direct Assignmenf refers to a specific identification and isolation of plant and/or

expenses based on Columbia's accounting records and incuned 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

c) and the use of the term "direcf 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.

Factor No. I - Desiqn Dav

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.

Factor No. 2- Throuqhput Excludinq Transportation

Throughput quantities, excluding transportation, for the twelve months ending

December 3',,2017 are the basisfor Factor No. 2. See Exhibit MPB-2, Alloc 2,3 and25.

Factor No. 3- Throuqhput Excludinq 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 Exoense
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Factor No. 4 is based on gas cost assigned to each rate schedule for the twelve

months ending December 3'1, 2017 using the applicable Gas Cost Recovery ('GCR")

rates. See Exhibit MPB-2, Alloc41.

.Factor No.5 - Gomoosite of Factors No. 1 and Throuohput

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 5

Page 9.

The determination of the total cost of the low pressure only pipe was anived at by

multiplying the quantrty 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 quanti$ 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 nonJow 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 forthe detaildevelopment of Factor No. 5.

Factor No. 6 - Averaqe Number of Customerc
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Customers for each month of the twelve months ending Deoember 31,2017 were

averaged and used to develop Factor No. 6. See Exhibit MPB-2 Alloc 6.

Factor No. 7 - Current DIS Revenue

Factor No. 7 reflects gross chargeofb recorded during the twelve months ending

November 30, 2015 to small usage customers through the Gompany's Distributive

Information System. See Exhibit MPB-2 Alloc 7.

Factor No. 8 - Current GMB/GTS

Factor No. I 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 ftom customers by

class as of November 30, 2015. See Exhibit MPB-2 Alloc 9.

Factor 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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Factor No. 11 - Distibution Plant Excludinq Other

Factor No. 11 ratios are based on the spread of distribution plant dollars, excluding

gas pfant 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.

Factor 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.

Factor 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 ftom 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 Assiqnment - 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 ("DlS') 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 - Dircct Assiqnment - 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 ("DlS') were summarized by the four

pressure groups. The capitalized propefi invesfrnent, 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 inveshent for each customer class. The peroentages

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 incuned in direct

relation with meters. See Exhibit MPB-2 Alloc 16.

Factor No. 17 - Direct Assiqnment - Ind M&R

Individual measuring stations are identified on Columbia's Distributive Information

System ("DlS') by customer by station number 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.

Factor No. 18 - Other Distribution Exoense

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

Ltne 22Account 876 - M & R - lndustrial

Line 23 Account 878 - Meters & House Regulators

Line24 Account 879 - Customer Installation

Line 29 Account 886 - Structures & lmprovements

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), Uncollec'tibles (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 Svstem 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', 'bw

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
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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 46.6037o (Exhibit MPB-2 Alloc 20

Page 10) to the average number of low pressure customers, and the demand

component percentage 53.3977o (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

appfying the customer component percentage of 56.1520/o (Exhibit MPB-2 Alloc 20

Page 11) to the average number of regulated non-low pressure customers, and the

demand component percentage 43.8487o (Exhibit MPB-2 Alloc 20 Page 11) to design

day volumes (regulated non{ow 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{ow pressure minimum system percentages, the total cost of the remaining

regulated pressure pipe was allocated by applying the customer component percentage

of 41.1650/o (Exhibit MPB-2 Alloc 20 Page 12) to the average number of company

customers (excluding MLS/MLDS), and the demand component percentage 58.835o/o

(Exhibit MPB-2 Alloc 20 Page 12) lo 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.

Factor 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 investnent in account 3&4 House Regulator Installations since

these costs are incurred in direct relation with House Regulators. See Exhibit MPB-2 Alloc

21.

Factor No. 22 -Averaqe 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 Alloc22.

Factor No. 23 - llleterc and House Requlatorc

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 3&4 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 produoe Factor No. 23. See Exhibit MPB-2 Alloc 23.

Factor 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 Alloc24.

Factor No. 25 - Sales and GHOIGE Transportation

Factor No. 25 is based on the sales and CHOICE transportation activi$ for the

twefve months ending Deoember 31,2017. See Exhibit MPB-2 Alloc 25.
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DEVELOPTiENT OF ALLOCATION FACTOR I

oEsrGN DAY ru (201$2016)

RSS/RDS SGSSI/SCDI/SGDSISGSS2/SCO2/SGDS2SDS/LGSS IDS/LGSS Totsl

I RCC

2 RGC

3 RGS

4RS
6 RTC

O LGl
7 LG2
I tG3
I NSI

r0 scs
11 sG2
12 sG3
13 sG4
14 TAG,I

16 rAG2
IO TAGS

17 TAG6
18 TIB

19 TIF
20 TIF.EFACT
21 TIG

22 TIG.EFACT
23 TIH
24 Tt4
25 Tl8
M TMA
n TM2
28 TM3

29 801

30 n2
31 80s
32 806

si 808

u 809

35 810
36 015

37 816

38 819
39 820
40 821

41 8il0
42 &ll
€ 8it3
44 838

45 839
tl6 8,|()

47 u1
,tB 845

49 8'16

60 u7
61 8tl8
62 850

63 861

54 862
65 853

56 854

67 066

68 856

69 857

60 8lt8

6't 859

62 860

0 0 32,600
000
000
0 0 311,900
0 0 92400

32.600

0
0

311,900
97,400

0
0
0
0
0
0
0
0
0

0
0
0
0
0
0
0
0
0
0
0
0
0

0
0
0
0
0
0
0

0
0
0
0
0

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

0
0
0
0
0
0
0
0
0

63,400

0
100

0
469

0
1,373

0
0
0
0
0
0

0
0
0
0
0
0

0

0
0
0
0
0
0
0
0
0
0

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

0
0
0
0
0
0 5,900

0 6,700
0 0 1,700 1.700
0000
0 0 0 63,'rc0

58,400 0 0 58,&0
000100

1,100 0 0 1,100
000469

13,319 0 0 13,319
0 0 0 1,373

26,526 0 0 26,526
0 32,976 0 32,976
0 0 19,944 19,944

0 0 359 369
0 0 6,954 6,954
0000
0000
0 16,149 0 16,149
0 0 15,221 16,221

0000
0000
0000
0 814 0 614
0000
0 0 1,905 1.905
o 244 0 244
0 0 1,676 1.676
0 0 2,065 2,ffi5
0 0 1Ju 1;7U
0000
0 0 670 670
0 0 3,473 3,473
0 0 2,657 2,657
0000
0000
0000
0 0 069 969
0 280 0 280
0000
0 0 1,118 .t,118

390039
0 0 2,263 2,253
0 0 3,056 3,056
0 166 0 166
620062
0000
0000

401 0 0 401

135 0 0 136
272 0 0 272
?s 0026
0 176 0 176
290029
0 168 0 168

0 0 838 838
4500.15

0 5,900

0 6.700

tll Includes Flm and llotrFlrm Serulce. Vdum€B In MDlh/Day.
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DESTGN DAY n (2015.2016)

RSS/RDS SGSSI/SCDI/SGDSISGSS2/ISCD2/SGOS2SOSAGSS IDS/LGSS Total

63 861

u86,2
65 863
66 864

67 865
68 866

69 867
70 888
71 872
72 c73
73 874
74 876

75 876

76 877

n 878

78 879

79 scc
80 sc2
81 Totel

82

0
6

0
2
0
3

0
0
0

0
0
0
0
0
0
0

17,&0

I
02,752

10.747o/o

0
0

16

0
0
0
0
0
0
0
0
0
0

31

0
0
0

9.500

109,891

182

0
0
0

81

0
0
0
0
0

44
0

57

0
0
0
0

I
63,707

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

I
rM1,900

ALLOCATOR#t 57.3904

0 162
06
016
02
081
03
00
88
00
00
o4

6,253 6,253
057
03r
00
00
0 17,400

I 9.500

71.743 769.993

14.27296 8.274!o 9.317% 100.00096

lll krludes Flm and l'lon-Flrm Servloe. Vdumes In [4DttVDay.
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THROUGHPUT EXCLUDING TMNSPORTANON, THROUGHPUT EXCLUDING I'DS

UNE

N0.
Sals

1 RSS
2 ROGSS
3 RCC 1/
4 SGSS1
5 SGSS2
6 NSS/MLSS.1
7 LGSS1 &2
I LGSS3 &gr€at€r 

.

g RDs 
fransoortadon

9 RDGDS
't0 scDl
11 SCD2
12 SGDS1
13 SGDS2
14 SDS
15 LDS

16 MLDS

17 Total Throughput Exd. Trans. (Allocator 2)
18 ALLOCATOR#z

RSS/RDS SGSSI/SCD1/SGDSI SGSSZSCDZSGDS2 SDS/LGSS LDS/LGSS MLDS

24,297,87s

2,551:794

7.554,000

26,849.669
72.6160/o

34.403,669
44.313o/o

34.403,669
73.3097o

4,337,145

1,376,587

158,613

4,765,O71

1,023,437

3,2CA,U7

694,981

6,34't,014

884,981
238o/o

7225,W5
9.307o/o

884,981
1.8867o

its,1,15

20.981,33;

-

73,12t5

0.'198o/o

2',t,054,&.
27.119/o

73,145
0.158P/o

65,000

5,1S1,000

65.000
0.1760/o

TOTAL

24297,875

2,351,79
4,337,145
4,765,07',1

65.000
884,981
73,145

7.554.000

1,376,58;
1,023,437

158,613
3,293,047
6,341,014

20,981,336
5.181,000

36.975.011

77.638,0,14't9

20

21

2.

Tobl Throughput Exd. MDS (Allocabr 3)
ALLOCATORf3

Sd€ and Cholce Volume
ALLOCATOR#25

4,3:17,1,t5

11.7300/o

5,872,U5
7.5640/o

5,713,732
12.175o/o

4.76F,071
12.887o/o

9,081.554
11.6970/o

s.788,507
12.335o/o

65,000 46,929,035
0.139P/o

NOTE: 1, RCC rate schsdule ls for CAP cus{om€rE- Th€y can be elther ClKtlCE or Sales. Thls year they are Sales on the books.



coLulBrAGAs oF PENNSYaVANTA rNC.

DE\TELOPTT ENT OF ALLOCANON FACTOR 4
GAS PURCI{ASE EXPENSE

RSS/RDS SGSSI/SCD1/SGDSI SGSSZSCDZSGDS2 SDS/LGSS LDS/LGSS

- 2,742,911 26,707

EX{IBITMPB.2
ALLOC 4

IOISL
75,308,81

9,328.082
5,558.233

2E,211,46
272,136

1,765,938
720,O11

- 2,969.618

LINE

Nq
1 RSS
2 PRDGSS
3 RCC
4 RDS
5 PRDGDS
6 SGSS
7 NSS
8 SCD
9 SGDS
't0 LGs

GASCOST
75.308,835

9.328,082
5.558.233

:

13,42,il6

't.012.893

23.099

14768,860

753,045
696,912

sassosr: *: * GAscosr GAscosr

.

t'rt lae

11

12

TOTAL
ALOGATOR#4
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1dl47

a.1E6.95E"S'
1.357.r0r25

18.455.8a55
30,@9,E 6.69
51361,91274

BJB
13.2t039
4.42.85

404.09

6,918.51
(.6J74.95)

\?g'",97
a2,,{F.8

3,7li.8
460484

4949.95a96
12,357.74
3.93238
(u.51't

16.010.E6
31t/f

122
erE0.85

9.004879.74
281.81

r55.615.00
1124.@

21.€o7,452.4
2,4?9.'t7

361.t03.69
7,t79.67

1'"172,16'1.11
.t8.r@,191.90

O.EE

13,ffi,W.4



&rblPSa

ccllr/d G loF tif6llvaxa rrE
DRs-CsarOFrrrC rEr arcr(n a

|lcl.c@.r.-rai.arSrl.b{c.dl
2
3 rhd

4 STEEL
5 WROIJGHTIROITI

6 WROI'GHTIRON
7 WROUGTTnOH
8 WROUGHTIROT{
0 wRoue{TnoN
tO WROUE{TIRON
tI WROJGHTIRON
12 WROrrGHTlROr.l
t3 To,trl

Stsr

? WROIJGHTIRONT
I WROt GHTTRON9
c wRot GHTlRoit4'
r WROIJGTITIRONf
&5rr wRoTJGHTtRON&5rr
r ITROUGHTIRONf
1f WROJGHTIRON 1O
I? I/I'ROUGHTIRON 1?

!g!
OtlCA$lgrntsrt

qd!0! oiEittv
Allcblc
Orantftv Aogld

3qt8 6,030.31924
2C.t93 4.611.7a

63,515 3.888.fi
50.3E3 254.(B
1,6,,2 '150.C6

l1s,6n r.s0.53
66.EEt 6n.6uiz t.Iarl

5.091.605 195.460.163..!l

3at'8
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54026
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55,3Ell
1,@

115,5n
06.6t2
91iEZ

6,015:04

0
0
0
0
0
0
0
0
c
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Bdtrbll tlP&2
ALLOC 5

COIUMBIA GAS OF PETOFYAVAIIA IIIC.
D€\'AOPi/GNT OF AIIOCAIION FASIOR 9

PEAKAAVERAGE WITNESS: [T 8AT.T,ERT

th.
ru @eo Aloq

Td ldo.Phtln SJrdo
DardAsdgn dPlrl
oi|ir.llo||Pb.
AIoc.U.Plp.

I Trr|r|nfrs|oo Plp.
2 LovrP,anaPlp.
3 R.gilr.dPn {'!Plp.o|rt
.l Rin*|hOR.gnlddP.t..||rPl9.
5 Anor.t dPlpc

6 A110..60.rdftrt$l3.lonPaF.

7 AloceusTrgtlmb8lonQ.

8 D.3lgn DryvofJrn€ Foucqie{tyEcfr4tg !rB)
9 PqE€ntDdlnoayvofjrn g

lO Alo.dmotTil!||d!.lo|tPlp.

T6l
Cdrffi

t,'t(x1ot8.560.14
8.W.4

2&-&.:135"47
001.85"20.40

11.9@.9E0.31

n7,&,N.92
4t7.GB,t0Z03
195.a60-r63"a4

86r.Cxt5,226ra0

trlB@,9E0.3r

709.0s
100.0@tt

tr'r,r0.9r031

441,900
5r.3909a

$$fr400.10

&7Q
10.74793

t09,E9l
(.2:r&

63,7trf
0,n4%

909,65'15t

71,78
931Vh

l..ti4/aoasl

Bms scsr,scm/sc61 sGs26c!26GDSZ sos4s $EiAS lGt



6ddrrgra
lloc5

ccrrar c€ c raa€.|lvaaa 16.
E!/BCrEarOr lri.oc^fin .^/d6 3

|..lra

!b. Alcc
Totd

Cffiiv

E2'r7.400.@.02

21,Crr.8t&4
r@.0@!i

50.000%

?67.14
rqt.@0!6
cL000tt

ro0.000ta

''m,,00,'i'.@,

BilEDS

1757.',r88.6
7l,.709fi
39.35596

204600
7t.079!6
39.04093

74.3e96

a',?O&|.lZIgI

z&,sn.4
r0.9?996

e4m9a

33.480
125.2%
65696

r,958.8'13.6
&92016
4.M

a.?in
Eqrvt6
4.W

scsr/scprrscBr scs26ca26gas3 sosrlcs IEILGS uosD€caffin

f AlocadoootLilPrE3|.rPlF

2 Aloaat|b l'$rPrlaJrlh.

3 thrurgtuufvofnn€(dfos)
4 P6Efitlffu4ftprn
5 fhtqrgiFnCo.rFo.ra.rt

6 Dslgno6yvd,rE(.df,B)
7 Pa|c..rtD<lenD.yvolrin€
8 Dsant|dco||Donsrt

o Drr|Jd/Co|m|odtyF.ob.

l0 AXoadooofldP|t r0'|Plp.

1t.756% &e@9a

325.5975?6.90 3{934tI24t0

210.998.4 94450
0.96296 0.€0!6
0.461% 0213%

1.360 3
0.50996 0.00196

0.25sx o.@19a

o.ndr 021696

1,600,066.07 469,5r4.6t



c4u! o roF?gaarLv r\rc.
uBrlra-arcxJrc TItr Frdrc6

FCAiEI|TEIErF|m€ e5E rorlBrEaa0. ar5

PEAXAAVERAGE wrTl€SS: r BAIMERT

Lirc
!b tlr4&o Alec

I Alloc.0d| olR.lid.bd PrEu.lo|ily PtF.

2 AlocatLR.gulrbdPrar'!OntyPlga

3 Tflpug|vdvofi.n-(ocllr,6)
4 PJtrdTltrJ$put
5 l]rurghedoo.r|Po.rqrt

0 D€ltiDryvofrtE(dl/DS,
7 Fa.Ea.rtDGEnOsyvolurt-
t Doflrrxtcottpo.r€.rt

9 Olrg|d/CodfnodyF&lo.

10 Anocdon otR.giflbd P,r.amo3dt Plp.

1l AllocrUo of Raddt|g Rcgd$d PrE||'t Plpt

12 AIoc.blG R.r||dnhg R.gtlad Pr€stra Plga

13]lful0J,|qnvdm€s(foENCd|Tg|yerdUES)
11 PrEertltrloghgui
15 T?forC'Fnconrpon nt

t6 D6lgnDayvotnEOdlCorFryod MF)
17 Prc.nl D6i!n O!ryVofrm6
lE O..|Errooo"ctant

19 Dfi'|dlcsilm(tyF.do.

m Anoc.ofRrrJ.*|gR.guldFf..||,.Ple.

A TotCDo|rrdrgoolnodvAlo(do.|F.or

Totll
Cc!!@

937,0e8,r@.00

29.6@.566.'r
r00.@0%
50.@09a

324.811
1@.@ia
50.000*

1(x).0@96

$tlo$@r3

fi95,1100.1@./r4

76,0/,1342
r(n.0@%
50.000!t6

?!9.989
rm.000t6
50.0@96

100.(F0

tl$/at0"l6:t aa

lE8.t,9ts323Ja0
t@soa

30,4t1.&6
17.4*
4.6'16%

44t.800
6r.390%
4.@%

52310t6

tt0r2r56.Gt350

$$,7!n9A0O
ri.gtt'16

5.8t0,946
7.5$ta
3.7t896

827&2
10,747'?6

a374%

9.14ai

1.ql?'9@.6
13.798!t
6.E79*

53:6
16.&2*
E,!1

r5.080%

386.9ttr74436

9S?'.e7
1219E't
0.100!a

109.89'l
11ZmX
7.136't

r3.zt6!a

43E9.18.4
8.07rt6
4oll6tt

3e.196
12'06?X
0.034t4

10.0707r

44,0rtia5rt6

7,8,18
9.614*
4"80ne

63,707
EZl4%
413na

E 9.l4tt

17&715.t2

6400c,00n26
7r35t6

7,1E6.7662
24.tt7%
1Z13€t%

9r,669
fi.6(xt%
aEoa6

17]1t41'[

78A1tg,,.t2

1C2?5,s2
&4169i
i'1.7!9/i

71.743
9317t4
4.650.i

16368%

3r,900,19u5

1ri,09o,ta13t
1?Jgtt't

8gtsss

13.746.4&4 2208,4323
8.&% 7.&&
a21* S.7g*

163.100 31.$l
&.211% 9.71494
2$106t6 4.6!ttta

$.VX 8.5t96

*r12r216t.@, $t503Paa7r

scsr/scpuscps.l scs2tscD2rsc62 sDso.st lDq!.s ucs

317,tt0,7t65'l !6rt3,7!t4as
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ttl2.8'l3,l05tt

95{ne Tai,a?n



EXHIBITMP&2
Au-oc6

COLUI'BIA GAS OF PENNSYLVAiIIA Il{C.
DB/ELOPIENT OF ALL@ANON FACTOR 6

AVERAGE NO. OF CUSTOi'ERS

RSS/RDS SGSSI/SCD1/SGDSI SGSS2/SCDZSGDS2 SDS/LGSS

3,rrc5,u053

0
0
0

UNE
!q TAR'FFRATESCHEDULES
I RSS
2 RDGSS
3 RCC
4 RDS
5 RDGDS
6 SGSS1
7 SGSS2
8 NSS
I SCD1
10 scD2
11 SGDSi
12 SGDS2
13 LGSS1 &2
14 LGSS3 & grcater

14 SDS
15 LDS

16 MIDS

17 Totsl Numberof Ells

TOTAL
3.405.453

0
257ffi1

1,001,899
0

2Bfie
42.665

12

90,107
10,14
8,148

19.608

1,016
24

5,424
1,116

108

s.116,659

426,368
100.0000/o

257,661 0
1,001,899 0

00
0 2732s8
00
00
0 90,107
00
0 8,1,18

00
00
00
00
00

LDgLGSS
0
0
0
0
0
0
0
0
0
0
0
0
0

24
0

1.116
g

1,1/O

95
O-02/o

I
4,665,013

388,751

91.174o/o

I
371,54

30,960
72610/o

utos
0
0
0
0
0
0
0

12

0
0
0
0
0
0
0
0

't08

1m

0
42,665

0
0

10,14
0

19,608
0
0
0
0

I
72A17

0
0
0
0
0
0
0
0
0
0
0
0

1,016
0

5,424
0
g

6.440

0
0
0
0
0

1E

19

Arreragp Number of Cusbmeas
AtI-OCATOR#8

6,035 537
1.4'l5oh O.1fto/o

10
0.@!/o

tll Used onv in the c|lstomer Charge calcrulalion.

tl1
Tobl t{o d

Bills (lncl Final)
3,463.638

0
%2,12.

1.009.081

0
274,880

42,773
12

90.425
r0,15/
8,171

19,658

1,022.

24
5,&
1.1.t8

10s

Final Bllls
58,185

0
4,61
7,182

0
1,612

108
0

318
13
23
50
6
0

2
2
q

71



LINE
Nq

COLUMBIA GAS OF PENNSYLVANIA, INC.
DEVELOPUENT OF ALLOCATION FACTOR 7

CURRENTDIS REVENUE

ACCOUNT IOTAL RSS/RDS SGSSI/SCD1/SGDSI SGSSZSCDZSGDS2 SDS/LGSS LDS/LGSS

Total Residendal Commercial
DfS Bifled Net Chaqe-ofis - Sales Only 9,788314.00 9,185,767.00 602,U7.00

DfS Bifled Revenue - Comm/lnd Sales Only 65,898,506 35,155,881 fi,742,625 0 o
Percent 100.000% 53.349o/o 46.6517o 0.000% 0.000%

Allocated DIS Bitled Sales NEt Charge-ofis 9,788,214.00 9,185,767.00 321,399.2t5 281,047.55 0.00 0.00

Total Residential Commercial
DfS Biffed Net Charg+oft - Choice Only 1 ,911 ,425.00 1 ,753,065.00 't 58,360.00

DfS Biffed Revenue - Commflnd Choice Only 25,311,717 8,613,396 16,698,321 0 0
Percent 1fi).000o/o 34.029o/o 65.9710/o 0.000% 0.000%

Affocated DIS Billed Choice NetCharge-ofis 1,911,425.00 1,753,065.00 53,888.32 104A71.ffi 0.00 0.00

Totaf DfS Billed Net0hargeoft 11,699,639.00 10,938,832.00 375,287.77 385,519.23 0.00 0.00
ALLOCATOR#7 100.000% 93Ag7o/o 3.208o/o 3.295o/o 0.000% 0.000%

DGIIBITMPB-2
ALLOC 7

MLDS

0
0.0007o

0.00

0
0.000%

0.00

0.00
0.0O07o

1

2
3

4

5

6
7

8

9
10



LINE
NO.

1

ACCOUNT
CURRENT GMB/GTS REVENUE

ALLOCATOR#8

coLUMBtA GAS OF PENNSYLVANTA, tNC.
DA/ELOPIIIENT OF ALLOCANON FACTOR 8

CURRENT GTIB'GTS RA/ENUE

TOTAL RSS/RDS SGSSI/SCDI/SGDS1
38,556,457 - &1,979

lil).fi)Oolo 0.000o/o 0.1690/o

SGSSz/SCDZSG.DS2
1,836,049

4.7620/o

E)(HIBITMPB.2
ALLOC 8

SDS/LGSS LDS/LGSS MLDS
17,578,831 17,428JU 1,648,4&1

45.592o/o 45.2Q2o/o 4.275o/o



13 ALLOCATOR#g

- 2,978
667,045

25.3?80/o

EXHIBIT MPB.2
ALLOC 9

5,352

57,213
- 2,978

62,505 2,632,633

2.377o/o 100.0007o

COLUMBIAGAS OF PENNSYLVANIA INC.
DEVELOPMENT OF ALLOCATION FACTOR 9

DIRECT ASSIGNMENT . CUSTOMER DEPOSITS

RSS/RpS SGSSI/SCDI/SGDSI SGSSZSCpZSGDS2
LINE
NO.
1 ResidentialUnlisted
2RS
3 RTC
4 CommerclalUnlisted

44,355
1,655,404

203,264
14,s3;
20,254
38,876

555,499
34,600

TOTAL
44,355

1,655,404
203,264

14,939
20,254
38,876

5,352
555,499

34,600
57,213

5 LG2
6 SCC
7 SC2
8 SGS
9 SGT
10 SG2
11 SG3
12 TOTAL 1,903,023

72.2850/o



1 487.00 FORFEITED DISCOUNTS. DIS

2 4a7.@ FORFE]TED DISCOUNTS - GMB & GTS

COLUMBAGAS OF PENNSYLVAIIA INC.
DE1'ELOPUEiIT OF ALOCANON FACTOR IO

FORFEITED DNTCOUNTS

TOTAL
't,098,551

93,727

EXHIBIT MP&2
ALLOC 10

158 4,463 42,733 4a36 4,007

106,s62 119,793 46,090 42,669 4,007

8.(Xf8o/o 1O.O47o/o 4.033% 3.57*/o 0.3360/o

LINE ACCT.

Mt N9. Rss/Rps scssl/scp1/scpsl scss2/segzscps2 sps/Lcss Lps/LGss MLps
871,157 106,404 't15,33{t 5,357 3(x}

3

4

TOTALCURRENTSATESAAIDTMNSPORTA1TON REVENUE 1,192,278

ALOCATOR#10 100.0000/o

0;t1,157

73.Q67o/o



e(HE tiiPB2
ATLOC t1

colurBr,A GAs OF PE|OI$'LVA|$A nO.
odEloPrENroratoc^lror{F croR fi

olstRru'lloil P|.ANT ExcuJott|cAccoufns t3.70. t6.?1a 387
Lf{e A@r.
!P. !q Accoullr
I 37410 I.ANO.CITYGATEIM'LINOIITR
2 Er44 t-At{O-OnlEROrStRtsUnOrl
3 Cr4,O tAfDRrGr{tS.CnvGAlEltArNL[,rE
4 gr4ao ua\DRIGHIS.OTHEROISIRDI'IION
6 EI4fi OIRECT.IINORIGHTSOTHEROSIRIBUIION
6 g'4'1 I-ANDBGHTS.OTHEROISTRBUNONL@
7 37450 RTGHTSOFWAY
I 374"S OTRECT-RTG|{TSOFWAY
I 37ti!0 irtRsTRrruREs-ctTvGAlE
r0 c,a3i ut REtRrruREs-LocAr- GAs PURCH
lt gr3,@ M&RSfiRTFURES-REGU|A1|'{G
12 31'a'0 DIRECT.MTRSTRU TURES.REGUIATING
12 3'100 [tRSirRUCruReS-OFr.ND.MeR
13 375.tO M&RSIRIJSTURES-COI,i'|UN|CAIIOa{
la 

',6.00 
[rANs

ls ta@ D|REqT-ltAll,lS-iDg
iS E,a6 MAll,lS€SLREiPUCEMEltllt
17 3'€$ UAIN;€ARESTEE.
18 3i€30 0|R@T-MAIN96ARESIEE-
l9 cr8t0 MNNS4AST|RON
M E'AIO IEREOUIP.GENERAT
4 tr'g.20 iITREOUIP.GENEML.REGIJUING
2. grSat onEcT-M&RaouFGEt+REc
a 378,0 MAREOUTP-TOOAIGASP'TJRCiTASES
21 37t t0 MeRE{lUrP-CFYGAIE
a 379.it arttREoutP-o(cH NGEGAS
a 300!0 s€RlrpEs
n 380.@ oFECT.SERUCeI
a 30.t2 csLREPt-ACErCi'T
29 38|.o uErERs
cl 38i.'r0 AuroriAncrEtERREADrNG
31 3E2.qt ME|ERNSTAITInONS
a 38000 forJsEREGUtlToRs
3 38.1,0 HOIJSEREGI|EIAIJ-AIIONS
3/r $5.(! INOiIIREOUFMENT
35 385.@ OIRECT.NOJIITRECII.IPMENT

36 38NIO NOM&REOUFMENT.LGVOTUiG
g7 TOTA

IqIAI
21,9

17t,ll8
95J6i

2.7J7,171

t3
3ng1

1214
74qOG8

%&5
38rg6t

tl,r21
97s70
rE5r5

r.35d7€.re
26.685

a,r€4878
68b7€rdt

r29516
ea05l
55.3r

.6.736,190

291.(B6
4Or.7'S0

141,8?
(4s)

lcJ.9l.z926
s.46

37.714.590
a&2a
Et 776,1119

Qgl3n
3M7n
3,U7ln

Er3r0.r

ESSBAS
10613

3|t9.700
7't,893r*t

It
2441411

560,199
7rx887

2,874,&7

t2,a5l
1.@1.3t5.408

17,&172
5't,825.s60

394.300
11J1.

3f 3Jr3
9,14
r00.27

(s)*T
28,GXt€,1
r8,094:10
28,111312
10rr4:01
3F0r:52

iq8a5
8.563,o1

1

29.806

66,z16
85.@4

ga4r3

3,5t4
.t.€3

121,wm

z136.p'n
ara.r.6

{6.97(1

4,969
+l9a9ro

a.r.{69
tz7.t3

(40)
36.1't8,660

1.5t8.?t7
9?E 126

1"54r:46
rr8.0r3
28r.065
2@.,s

r10,@7

130.r50

ne
38,0tt

16!.247

36218
664

4,473m

054954
z7e?'!n

2rsz2
2.24

r.8?t 328

.t8,5@

5.@0
(18)

1.0r5.010

300.5.0
2.15,Ot8

38r,t6'l
26.|.r3
a:€7

a@5314

rDli!.Gss
8e9

19.099
g.7ntr.t

I
tazxl

29,43
37.6G

p;
:

21:7,t8

50,845
7t&

291,6S

16.15r
r263

r(13,@312

r319.@
5258160

4l,Olia
4,8

35r53r9

35,?7
10.@

(34)
7505.41:

7.606,@
4,@6,6S
7,61g.qtl
2r4, ,

7t.9@
99.8.6

ss$lEcel6casrscss2rscmrscps2 sDsaGss
1.9A 1,619 802

t9.'r75
3,AB

36,5@
78

2@,Sa

t51,86
. tt,l21

31,7g7
664

5q6d.6rc
- 226,885

9.q169
27,2.9'l

- 1?9.516

20.n8
z1d

135'1,21
. 29r,Gl5

1Ap,
5.@

o8)
3.8.'t44. 39.4{13

r07J€ 6.@4
68.$r gt00
'to72€4 6.044

4,@
r.s7

l.@,114
- 373291

1.15'1.820 .18.165 

-4L18a. -lEgq 

117.st ---

38 AILOCAIORatt

2.120.€,852 r,670354663

t@.o@ta ,8.7Lt

17t9@,6€E

8.3,,2,'t

't4.4a1,@ 0531380

6.813* 3.0t€*

@.6i10,&6 1.104464

z959ta 0.05att



LINE ACCT.
g Ng. Ac@uNT
1 301.00 OrgEnizatonal Co6ts
2 3022'l Franchises/@nsent,Pepetual
3 4)3.00 Misc Intangible Plant
4 303.30 MiscSorftarate

5 305.00 Shldutes & lmprcvements

30't€03

GROSS
PIANT

100,099
26,489

4,809,062
31,528.188

I
TOTAL |NTANGTBLE PUNT 36,4@.8i19 28,720,378

Page'l

RSS/RDS SGSSI/SCD1/SGDSISGSSZSCDZSGDS2 SDS/LGSS LpS/LGSS ULAE

3.041,813 2.&,28',t 1,12't,628 1,O76,7n 18,961

COLUIf, BIA GAS OF PENNSYLVAI.IIA INC.
DE'T'ELOPMENT OF ArI-OCAIION FACTOR 12

GROSS PLANT

EXHIBIT MPB.2
ALLOC 12

725,553 110.936 9,176 8,176

1.679 82 869 0
36,500 19,175 t8,SXt 0
7,295 3,833 3,7n 0

209,394 110.007 108,420 0
0000
0010

247,736 130,150 128.272 0
0 0 0 1,246

56,845 29,W 29.433 0
72,40 3E,057 37,s08 0

291,699 153.247 151.035 0
0 0 0 27,124

16,151 36,218 31,787 0
532,909 240,603 230,$2 4,067
307,782 138,960 13:1.404 z99

1.2@ 664 654 0
103,638,312 il,47,370 53.661,615 0

0 0 0 226,885
1,819.620 955,9tt 942,159 0

7 350.10 Larxl
I 35020 RigtrbofWay
I 35120 CompressorStaflon Stuctures
10 352.01 Wells @nstsuc'tion
11 352.02 Wdls Equipment
12 352.10 Storage Leasehold and Rights
13 352.12 Otherleases
14 353.00 Un€s
15 3f.00 CompressorstatonEqdpment
16 355.00 Measuring & Reguhtng Equipment
17 36200 @s l-lolders

18 362.10 EnvironmentalRemediaton
1E 350€62 TOTALUNDERGROUNDSTORAGE

19 374.10 I-AND.CITY GATE & M'L INO M&R
20 374.20 I-AND. OTHER DISTRIBUTION
21 37430 I-AND RIGHTS. CTTY GATE IVIAIN UNE
22 374rO IANDRIGHTS-OTHERDISTRIBUTION
23 374.40 OIRECT.I.ANDRIGHTS.OTHERDFAIBUTION
24 374.41 IAND RIGHTS. OTHER DISTRIBUTION LOC
25 374.50 RIGHTS OF WAY
26 374.50 DIRECT.RIGHTSOFWAY
27 37520 M& RSTRUSTRES.C.]rYGATE
28 375.3I M&RSTRUCTURES.LOCALGASPURCH
29 375.40 M&RSTRUCTURES.REGUI.ATING
30 375.40 DIRECT. M & R STRUCTURES. REGUIANNG
31 375.@ M&RSTRUCruRES.DIST.IND.M&R
9, 375.70 M & RSTRUCTURES.OTHER
33 375.71 M&RSTRUCTURES.OTHERLEASED
U 375.80 M&RSTRUCTURES.COMMUNICATION
3s 376.00 MAINS
36 376.00 DtREgr - MATNS - MDS
37 376.08 MAINS€SLREPI-ACEMENTS

23,82
1.932

3,190,982
799.134
't68,6E0

139,42
67.498

405.288
962,222
123,010

0
g

5,882,009

21,W
477.118

95.361
2J37,177

o
13

3,238,374
1,26

zB,06g
9.06.925

3,8r3.061
27,124
87,670

7,&1,943
4,517.5@

16,515
1.354,749,181

228es5
23.785,876

4,312,086

16.543
359.700

71,893
2,offt,558

0
11

2,41411
0

560,199
713,87

2,874,67
0
0

6,160.875
3.s58.218

12,451
1,021,345,408

0
17,932,172

716,142

1,971

42,U5
8,563

245,799
0
1

290,806
0

66,728
85,O34

u2.413
0

3.514
652,506
376,856

1.48:!
121.656,477

0
2,135,972



EXHIBIT MPB.2
ATLOC 12

LINE AC T.

N9. N9.

1

2
3
4
5
6
7
8
9

10
't1
't2
13
14
15
16
17
18

6,1i3,146
0

,f6.970

4,96)
4.196,910

0
41,469
12,713

(40)
36.118,6@

0
0

1.518,767
978,126

1,521,26
878,013
281.665
202.303

0
46,165

1,385
9,781

10,'t73
53,013

298,00r
0

359,074

178,ffi,472

0
129,516

0
0
0

291,035
0
0
0
0

39,403
0

6,034
3,6E6

6,044
0
0
0

373,291
0
9

61

63
33'l

1.858
56,078
2,28

coLutNBtAGAS OF PENNSYLVAilTA rNC.
DA'ELOPIIIENT OF ALLOCANON FACTOR 12

GROSS PI.A}IT

GROSS

EIANIACCOUNT

DISTRIBUTION PTANT

376.30 MAINgBARESTEEL
37430 DIRECT. MAIN$,BARE STEEL
376.80 II/IA|NSCAST IRON
378.10 M & R EQUIP. GENERAL
378.20 M & REOUIP.GENERAL.REGUI.ATTNG
37820 DIRE T.M&REOUIP€ENI.REG
376.30 M&R EQUIP-LOCALGAS PURCHASES
379.10 M&R EQUIP.CITYGATE
379.11 M& R EOUIP-D(CHANGE GAS
380.00 sERVrcEs
380.00 DTRECT-SERVTCES
380.12 CSL REPI.ACEMENT
38I.OO METERS
3EI.1O AUTOMATIC METER READING
382.00 METER INSTALI-ATIONS
383.00 HOUSEREGUI.ATORS
3E4.OO HOUSE REG INSTALUNONS
385.00 IND M&R EQUIPMENT

Page2

RSS/RDS SGSSI/SCDI/SGDSISGSSZSCDZSGDS2 SDS/LGSS LDS/!-GSS MLDS

.I9 385.00 DIRECT.IND M&R EQIJIPMENT
20 385.,10 INDM&REQUIPMENT.LGVOLUME
21 387.10 OTHEREOUIP DISTRIBIMON
2, 387.20 OTHER EQUIP ODORIZATION
23 387.42 OTHEREOUIP RADIO
24 387.44 OTHER EQUIP COMMUNICATION
25 387.46 OTHER EQUTP CUSTOMER INFO SERVICE
26 387./t5 DIRECT - OTHER EQUIP CUSTOMER INFO SER

27 387.50 GPS EQUIPMENT

28 37+87 TOTALDISTRIBUTION

68,7,13,268 51,825,550
129,516 0
523.053 394,3t0
55,331 41,714

46,736,190 35,2U,413
291,035 0
461.790 3$,14
141,567 106,727

(450) (33e)

49o.u2.g28 45,26,703
39,403 0

00
37,714.590 28.095.484
24289,208 18.0%,26
37.776,149 28,141,92
12,047,377 10,914201

3,8il,772 3,fi1,252
5,047,477 0
373.291 0

1,151,820 0
16.603 13.078

't17,2& 92,349

121,95 96,049
635,499 500.t45

3.572,300 2.813,687

56,078 0
4.304.405 3,3fi,322

2,14't,859,42 1,686.979,784

s,258,860 2.762,792 2,722,921
000

40,014 21,922 20,718
4,233 2,24 2,192

3.575.319 1,878,328 1,851,221

000
35,327 18,559 18292
10,830 5,690 5,008

(34) (18) (18)
7.s9s.412 1,015.010 W,14

000
000

7,606,656 380,540 107,109
4,E98.890 245,O7A 68,981

7.619,071 381,'t61 107,2U
224,32. 26,143 4699
71,962 8,387 1,507

929,846 2,085,214 1,830,114
000

212,188 475,U0 417,927
1,131 511 /190

7,988 3,607 3,82
8,308 3,751 3,601

43,297 19,548 18.766
243.381 10S,884 105,490

000
293,259 132,&4 127,109

145,919,883 65,880,656 63,24:t31 1,171,518



UNE

Nq
A@T.
Ng AC@UNT

GENEMLPI.ANT
1 38920 tand Rights
2 390.10 Sb, @mmmicalions
3 39'1.10 OF&E Unspedfied
4 391.11 OF&E Data Handling Equipment
5 391.12 OF&E lrfrmalion S!6tems
6 39120 OF&EAirCondEquip
7 392.m Trans Eq Trailers > $1,000
8 35221 TransEqTrallers$1,000or>
9 393.00 Siores Equipment
10 394.10 Tools. Gerage & Senioe Eq
11 394.11 CNG Equip - StaltorEry
12 394.12 CNG Equip - Portable
13 39420 Shop Equipment
14 394.30 Tools & Odpr
15 394.31 Hlgh PrEsure Stopping
'16 395.00 LaboratoryEquipment @s
17 396.00 Poreroperated Equlpment
18 397.@ @mmunicaton Equipment
19 397.'10 CommunicatonEquipment-Telephone
20 39720 @mmunicatonEqdprnent{adio
21 397.40 CommunicalionEquipment€ther
22 397.50 @mmunicationEquipment-TdernetedrB
23 398.00 lffsodlaneous Equlpment

24 389€98

25

TOTAL GENEML PI.ANT

COLUIf, BliA GAS OF PENNSYLVAIIIItr ll{C.
DA'ELOPTTIENT OF ALOCANON FAGTOR 12

GROSS PtAiIT

GROSS
PLANT

Page 3

RSS/RDS SGSSI/SCDI/SGDSISGSS2/SCD2/SGDS2 SDS/LGSS LDS/LGSS MLDS

1,864.095 841,620

150.993,812 67.954.839

6.8270/o 3.073o/o

EXHIBIT MPB.2

ALLOC 12

807,966 14,228

65.138.050 1,212,83

2.945o/o 0.0567o

0
120,070

2,757,359
24.427

1,860.012
3,007

85,691
10,630
13,,$5

100,115
1,n4J90

179,308
66,r/3

14,79d.,42
10,U7
27,n3

1,€5.493
0

1.200.00'l
0
o

2,029,w
867,608

27.300,9s0 21,550,500

2,211,ffi,200 1r!31r9g2g-

2,282,42

184.703,8@

ALOCATOR#f 2 78.748o/o 8.#2o/o



LINE ACCT.

Nq N9.
1 370.00
2 376.00
3 376.08
4 376-30
5 376.30

6 376.80

7

ACCOUNT
MAINS
DIRECT - ltlAlNS- MDS
ITIAINSCSL REPLACEMENTS
trtAlNgBARE STEEL
DIRECT. MAINS€ARE STEE

MAINS€ASTIRON
TOTAL

ALOCATORfl3

1,449,1,r,r* 1,091,497,4@

100.0000/o 75.371o/o

DGIBITMPB.2
ALLOC 13

coLUr[BtAGAS OF PENNSYLVANTA lNC.
DEvELOPIIENT OF ALLOCANON FACTOR 13

DIRECT PIINT. iiAII{S

GROSS
PI.AI.IT RSS/RDS SGSSIISCDI/SGDSI SGSS2/SCD2/SGDS2 SDS/LGSS LDS/LGSS MLDS
1,35/',7&,1p, 1.021,345.408 121.6fi,477 103,638,312 U,47,370 53,661.615

?26,85 - 226,85
23,78s,874 17,532,172 2.135.972 1.819,620 955,911 942.159
68.7,13,268 51,825.550 6.173.146 5258,860 ' 2,792,792 2,722,91

129.516 - 129,516
523.0s3 394.330 46,970 40,014 21,t22 20,718

130,012,564

8.978o/o

110,756.806 58,187.137 57,U7,413 356..10't

7.6480/o 4.0'l8o/o 3.9600/o O.U21o/o



UNE
!p.

1

2
3
4
5
6
7
8
9
10

11

ACCT.

N9. ACCOUNT
376.00 MATNS

376.00 DIRECT- ii,AlNS - MDS
376.08 [,|A|NS€SLREPI-ACEMENTS
376.30 MAIN$,BARESTEEL
376.30 DIRECT. IIAINS€ARE STEEL
376.80 I{A|NS€AST rRON

380.00 SERVICES
380.00 DTRECT-SERVTCES

ffi.12 CSLREPLACEMENT
TOTAL

ALLOCATOR#14

DfiIBITMP&2
ALLOC 14

coLuitBtAGAs oF PENMtYaVAiltA tNC.
DEVELOPMEXT OF ALLOCANON FACTOR 14

COMPOSm DRECTPI-AIIT-ACCoUNTS 376 & 360

Iqlat RSs/RDs scsslrscp'r/scpsl scsszscp2/scps2 sas4.ess LDs/LGss MLDS

1,3il,749,182 1,021,34ri,408 r21,6s6,477 103.638,312 il,447,370 53.661,615

Z6.WS - 226.85
23,785,876 17,932,'t72 2,135,972 1,819,620 9s5,9s4 942,159
68,z13,268 51,825,ss0 6,173,146 5,258.860 2,762,792 2,722,C21

129.516 - 129,5'16

523,053 394.330 46,970 40,014 21,022 20,718
490.342.98 445266.,703 36,118.660 7,595,412 1.015,010 348,14

39,403 - 39.403

-

1.938,540.112

100-000%

118,352,218 59,202,',t47 57.695,556 395,8{X

6.1050lo 3.054o/o 2.9760/o 0.020o/o

't,536.763.162

79.275%

166,131,24

8.570o/o



Enribit MPB-2
Alloc 15
Page 1

Columbia @s of PennEyll€nia, Inc.
SeMces Allocalion Facnor

As of l.lovember 30. 2015

Elling RateCase
Average

Unit Total
Rate Rete Classifcaton BLANK P S : j Total Cost Cost Kg

80'f SDS/LGS 6' 0 0 0 0 '1 1 2;570.m 2.570.20 8016-
ffi2 MDSNSS 8' 0 0 0 1 1 2 5,594.@ 11.189.388028
803 LDS/LGSS UNDER 3'
806 SDS/!-GSS 3',

806 SDSAGSS 4'
806 SDS/LGSS
808 LDS/LGSS
808 LOSAGSS

UNDER 3'

809 LDS/LGSS 6"
809 LDS/LGSS I'

0 0 0 0 1 837.35 837.35803UNDER3'
0 0 0 0 1 470.89 470.898063'
0 0 0 0 12.424.@ 2,424.99mil'
0 0 0 0 1 837.35 837.35806UNDER3"

a6/8' 0 0 0 1 0 1 883.31 883.31 808G5/8'
UNDER3" ,. 0 0 0 0 1 1 837.3{t 837.36808UNDER3'

810 LDS/LGSS
816 LDS/|-GSS
819 LDS/LGSS 6'
@O LDS/LGSS
&1 MDSNSS 8'
830 LDS/LGSS T
830 LDSAGSS
831 MDSNSS

€r
UNDER3'

UNDER3'

UNDER 3"
UNDER 3"

1 0 ,0 0 0 12,570.20 2.570208096"
0 0 0 r 0 15.594.6' 5,594.69809S
I 0 0 0 0 'r 2,570.20 2,570.208106'' ,1 0 0. 0 0 1 837.35 837.35 816UNDER3'

' 1 0 .0' 0 0 12,370.20 2,570.208't96'
-0 0 0 1 0 1 8it7.35 837.35820UNDER3'

1 0 0. 0 0 1 5,594.69 5,594.698218'
1. 0 0 0 0 12,424.@ 2,424.698304'
1 0 0 0 0 1 837..35 837.35830UNDER3"' 1 o :. o o o 1 8:17.35 837.358:}1UNDER3"",.0 o ,0 0 r. 1.5.5q{.69 5.594.@8t}3S

,.0 0 0 1 0 1,.2,424.69 2.424.@8384'
1 0 0 0 0 12,424.69- 2,424.@84,0/.'' .1 0 o o o 1 83?.35 837.35840UNDER3'

u1 SGSS2/SCD2/SGDS2 UNDERT ,, 1 0. 0, 0.. 0 1 837.35 837.35841UNDER3'
845 LDS/LGSS 4' 1. 0 .0". 0 0 12.424.69 2,424.@8r',5/.'.o o, .o o 1 1 2:57.0.20 2,570.20 U6

833 LDSAGSS 8"
838 SDS/LGSS 4',

E4O u)SAGSS €
840 LDSAGSS UNDER 3"

846 LDS/LGSS
846 LDS/LGSS
U7 SDS/LGSS q
848 SGS2,SCD2/SGDS2 UNDER3'
850 MDS/NSS q
852 SGSS2/SCDZSGDS2 4"
852 SGSSZSCDZSGDS2 UNDER3'
853 SGSSZSCDZSGDS2 UNDER3'

858 SDS/LGSS {
859 LDSn-GSS 4"
860 SGSSZSCDZSGOS2 UNDER3'

. 1 0 0 0 0 12,424.69 2,424.6985U'

1' O O O O 1 837.35 837.35860UNDER3'
1 0 0 0 0 I 837.35 837.35861UNDER3',

6-
UNDERT 1 o 0 0 .o 1 837.35 S37.35846UNDER3'

r' | 0 0 .'0 0 't 2,424.69 2,424.698/.7€
' I 0 0 0 0 1 837.'35 837.35848UNDER3',

., 0 0 0 ,1 .0 12,424.A9 2,424.@85U"
. 4 0 .0 0 0 4 2,424.69 9,698.768524"' 18 0 0 0 0 18 837.35 15.072.30 852UNDER3'

13 0 0 0 0 13 837.35 10,885.55853UNDER3'
854 SGSSZSCDZSGDS2 UNDER 3' 16 0 0 0 0 16 837.35 13,397.@ StruNDER 3"
855 SGSSZSCDZSGDS2 UNDERS 4 0 0. 1 ,,4 9 837.35 2536.15S55UNDERr
856 SDS/LGSS { 1 o' O" :' O " O 1 2,424.69 2,424.69 85€/.'

857 SGSSZSCDZSGDS2 v 1 0 0 0 '0 1 470.89 470.898573'

861 SDS/LGSS UNDER 3'



E$ibitMPB-2
Alloc 15
Page2

82
868
864
866
866
868
87it
873
874
E75
875
875
876
E77

874
879
LG1

LGl
LG1

LG1

LG2
LG2
LG2
L@
L@
LG3
LG3
LG4
NSI
RCC
RCC
RCC
RCC
RCC
RS
RS
RS
RS
RS
RS
RTC
RTC
RTC
R|TC

RTC
sc2

scssl/scD1/scDsl
SGSS2/SCD2/SGDS2
scssl/scD1/scDsl
sDS/LGSS
scssl/scD1/sGDs1
LDSAGSS
MDS/NSS
LDS/LGSS
SDSAGSS
LDSAGSS
LDS/LGSS
LDSAGSS
SDSAGSS
sGsszscmlscDs2
MDSNSS
SDSAGSS
SDS/LGSS
sDs/LGSS
SDSAGSS
sDs/LGSS
SDS/LGSS
sDS/LGSS
SDSAGSS
sDS/LGSS
LDS/LGSS
LDS/LGSS
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
sGsszscDzsGDS2

100
1 0 "0

'000
100
100
100

,,.t00
0" 0 0
100
100
't00

. '0 0 0

1 0. 0
't00
I '. O" O

1. 0 0
600

'0 00
u0t
6

.6
0

57
..1

1 .&17.35
1 837.35
1 837:35
r '837.35

o o 1 837.35
1 1 2 837.35
0 0 1 470.89
0 0 't 2,570.20
0 0 1 837.35
'f 1 3 2,570.20

837.35 862UNDER3'
837.35 863UNDER3'
837.35 SBIUNDER 3'
837.35 865UNDER3'
837.35 866UNDER3'

1,674.70 868t NDER3'
470.89 8723'

2,570.20 873e
837.35 874UNDERr

7,710.@ 8756',

5,594.69 8758',

837.35 875UNDER3'
837.35 87zuNDER 3'
837.35 87 JNDER3'

2,424.99 878/-
837.35 879UNDER3'

1,412.67 LG13'
21,822.21 LGl4i
2,570.20 LGl6'

37,680.75 LG1UNDER3',
3,29623 LG23'

21,s2,21 LG24l
2.570.20 L@e

59,,f51.85 L@UNDERT
470.89 LG33'

2,424.69 LG34'
1,674.70 L@UNDERS

837.35 LG4UNDERT
470.89 Ngr

1,412.67 R@3"
9,698.76 RCer
2,s70.20 R@6'
5.594.69 RCC8',

UNDER 3'
UNDER 3'
UNDER 3'
UNDER3'
UNDERs'
UNDER3'
3'
6r
UNDER3'
6.
8"
UNDER3'
UNDER 3'
UNDER 3'
t
UNDER 3'
3',

4'
6"
UNDER3'
3'
4.
6-
UNDER3'
3"
4'
UNDER3'
UNDER 3'
3"
3"
q
6r
8"
UNDER3.
3'
4'
5r
6"
a
UNDER3'
3'
q
tr
6"
UNDER 3'
3'

0- 0
00
0 :.'0
00

10
00
00
00
10
11
2 ,,, .110
7 .3
10
21
10
7
0
0,
0
0
0
1

0

1 5,594.69
1 837.35
I 837.35
1 E37.35

1 2,424.69
1 837.35
3 470.89
I 2,424.69
1 2,570.20

45 8:!7.35
7 470.89
I 2,424.69
1 2,570.20.

0 0 "0 0

.0 0'2oo
'400

1 0 0' 0
'100

.2 71 . 837.35
0 1 ' 470.89
0 1 .2,424.49
o 2 837.35
0
0
0
0
0

1 837.35
I . 470.89
3 47p.89
4 2,424.69
1 2,57020
I '5,594.69

0 ,0
00
00
05
00' 1 ,0 0

200
100

00
15,@ rq1 98 2,444 2443 20,998 837.35 12s82,675.30 RCCUNDER3'
'171.0 5 ,42

i3 .1 1439 58 2,424.69 140,8a02 RS4'
0 0 2 1,020.80
't 0 7 2,570.20

'r5 470.89
11 2,424.69
2 ',t,v20.80

1 2,57020

65 470.89 30.607.85 RS3'

2,041.60 RSs!
17,991.40 RS6'

,200
-600'1800 20 5.594.69 111,890.80 RS8'

230,8S6, 1,519 1.4t2 19.996 28,174 2U,017 87.35 236,146,934.95 RSUNDER3
002 6'7

40016
1000

100

7.063.35 RTC3"
26.671.59 RTC4"
2.041.60 RTCs',
2,570.20 RTC6F

74,@1 : 438 398 4,292 4,297 84,026 837.35 70,359,'171.10 RTCUNDER3"
't800 2 1 21 470.89 9,888.@ SC23'



Exhibit MP&2
Alloc 15
Page 3

scz
sc2
sc2
sg2
sc2
scc
scc
s@
scc
sG2
SG2
sG2
s@
sG2
sG3
S@
S@
SGO

sG4
sG4
S@
SG4
sGs
sGs
S6
SGS
scs
TAG.I
TAG.I
TAG2
TA@
TA@
TA@
TAGS
TAGS
TAGS
TA@
TA@
TA@
TAG6
114

Tl4
Tt4
Tt4
Tt8
Tr8

sGsszscoz/sGDs2
SGSS2/SCD2/SGDS2
SGSSZSCD2/SGDS2
sGsszscD2/sGDs2
scsszscDzscDs2
SGSS1/SCDI/SGDSI
scssl/scD1/sGDSl
scssl/scD1/scDsl
scssl/scDl/sGDs1
sGsszscv2yscos2
SGSS2/SCDZSGDS2
sGsszscuztsGDs2
SGSS2/SCD2,SGDS2
sGsszscDzscDs2
scssl/scD1/sGDs1
scssl/scD1/scDsl
scssl/scD1/scDsl
scssl/scD1/sGDsl
SGSSZSCD2ISGDS2
sGsszscDz/sGDs2
sGsszscozsGos2
SGSSZSCDZSGDS2
sGSSl/SCDI/SGDSI
scss1/scDl/scDsl
scssl/scDl/scDsl
scssl/scDltscDsl
scss't/scDl/scDs1
scssl/scD1/sGDs1
scssl/scDl/scDsl
scsszscDzscDs2
SGSSZSCD2/SGDS2
sGsszscDzsGDs2
sGsszscuztscDs2
scssl/scDl/scDsl
scssl/scD1/SGDS1
scssl/scDl/scDsl
sGsszscDzscDs2
sGsszscDzsGDs2
sGsszscDzscDs2
sGsszscDzsGDs2
sDs/t-Gss
SDS/LGSS
sDS/LGSS
sDs/r-Gss
LDS/LGSS
tDS/LGSS

4.
6.
&5/A
8'
UNDER 3"
3',
€
5"
UNDER 3"r
q
5"
6f
UNDER3"
3"
q
6"
UNDER 3'
3.
{
6f
UNDER 3'
3"
4'
6"
UNDERS'
8'
UNDER 3'
4ir
4"
6"

'10 0 0' o 0 10 2,424.@ 24,2&.W sC24',
2 o o 2 'o 4 2,570.20 10.280.80SC26-
2 0 0 0 0 2 883.31 1,7ffi.62 Sc2e5/8',

.1 0 0 0 0 15,594.69 5,594.69SC2A
681 7 4 ...1:23 67 882 837.35 738,il2.70 SC2UNDER3"

9 1 0 10 14 U 470.89 16,010.26 SCC3',
7 0 0 4 4 15 2,424.e9 36.370.35SCC4',

. o 0 o o 2 21,020.80 2,o41.6oscc5'
4,655 45 , ' 47. r.464 . 1.410 7,621 8tI7.35 6.381,1,t1.35 SCCUNDER3'

7A 0 0 6 7 89 470.89 41,909.21 S@3'
73. . 0 0 10 8 91 2.424.69 220,646.79 SG24'
0 0 0 0 1 't 1,020.80 1,020.80s@5'

. 3 o o o o 3 2,570.20 7,710.60s@6"
2,683 14 21 399 279 3,396 837.35 2.84!,640.60 S@UNDER3',

I 0 0" 0 0 1 470.89 470.89SG33',
1 0 0 2 0 3 2,424.69 7,274.075G34'
t 0 0 0 0 12,9t0.20 2,570.20sG36'

13 0 0 1 0 14 837.35 11,72.n SG3UNDER3'
3 0 0 I 0 4 470.89 1,883.56sc4ri',
3 0 '0 2 0 5 2,424.69 12,123/5sc44i
1 0 0 0 0 1.2,57020 2,57020SG46"

22 0 0 3 1 26 837.35 21,771.10 SG4UNDER3"
36 ,0 0 32 49 117 470.89 55,094.13 SGS3'
30 0 0 15 .. 25 70 2,424.69 169.728.30 SGS4'
4 0 0; 0 0 4 2,570:20 10,280.80SGS6"

12,520 128 105 4,&7 5.597 22,757 837.35 19,05s,573.95 SGSUNDER3'
1 0 0 0 0 15.594.69 5.594.69SGSr

41 0 0 5 13 s9 837.35 49.403-65 TAG1UNDER 3"
1 0 0 0 0 1 2,424,69 2,424.69 rAG14'

16 0 0 I O 17 4i0.S9 8.00s.13TA@3'
13 0 0 3 0 16 2,424.69 38.795.O4TAG24.
1 0 0 0 0 1 2.670.20 2,57020 TAG26',

2U 1 0 30 21 286 83735 239,48.2.10 TAG2UNDER 3',

7 0 0 1 3 11 470.89 5.179.79TAG53'
8 0 0 1 2 11 2,424.69 26,671.59TAG54'

399 ' 2 0 69 99 5@ 837.35 476,452.15 TAGSUNDER 3'
g 0 0 5 2 61 470.89 28,72429 TAGfiI'
:53 I ,. 0 6 2 62 2,424.e9 150,330.78 TAG64'

0030 8 2,570.20 20.561.60 TAG66'

UNDER 3'r
{
UNDER 3.
3'
4',

6'
UNDER 3"
3'
{
6r'

UNDER 3'
3'
c

0 0 2 '1
0030
0021
11126
0000
0030

25 470.89
24 2,424.69
7 2,570.20

6 470.89
17 2.424.69

11.772.25 Tt43'
58,192.56 Tr44'
17,991-40 T1116"

2,8i25.U Tt83'
41,219.73 Tt8/"

5
1,060

22,
'21
'4
166

6
14

10 5 112 58 1.245 837.35 1,U2,5@.75 TAGzuNOER3"

185 83235 154,909.75 TI4UNDER 3'
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Tt8
Tt8
Tt8
TIB
TIB
TIB
TIB
TIB
TIF
TIF
TIF
NF

RSS'RTS
scssl/scotrscDst

SDS'LGSS
LDS'LGSS
TOTAL BEFORE T'DS/T{SS
uDs/l,lss
TOTAL
UNKNOVW

t0t-1000 TorALAccot t{T380
10i-2000 ctAc
101{000 RelocafonReimbueements
'106 Completed Construcrtlon not Classified
Total Per BhiHt E, Schedule I

'2 0 .0. 0 0 2.2,570.20 5.140.40 1186"

0 1 I 0 ,0 2 5,594.69 11,189.38T188'
24 0 0 .' 3 3 30 837.35 25jm.50 TISUNDER 3"
35 0 0 2 0 37 470.89 17,42,93TaB,v
54 0 1..' I 1 64 2,424.A9 155,180.16'n84',
0 0 0 0 0 6 2,57020 15.421.20TtBf' 1 o o o o 1 5,594.69 5,594.69Tt88. 134 2 0 21', 3 160 837.35 133.976.00 TIBUNDER 3'

10 0 0 'r 0 11 470.89 5.179.79 TtF3"
11 ,'g O O, O 1't 2,424.69 26.671.59TrF4"
.2 0 0 0 0 2 2,570.20 5.140.40TtF6'
I 0 0 0 0 't'5.594.69 5,594.69TrF8'
1 0 0 0 0 I 2,424.69, 2,424.69 T|F-EFACT4',

46 1 1 3 2 53 837.35 214.379.55 TIFUNDER 3"
1 0 0 0 0 1 470.89 470.89 IG3'
1 0 0 0 0 't 2,424.69 2,424.69TtG/'

.1 0 0 0 0 12,57020 2,570.20T1G6"
,. 0 0 0 1 0 1 5,594.69. 5,594.69T1G8"

2 0 0 0 0 2. 837.35 1,674.70 TTGUNDER3'
1 0 0 0 0 1.2,57020 2,570.20rHe' 1 0 0 0' 0 1.',.E37.35, 837.35TM2UNDER3'
1 0 0 0 0 1 837.35 837.3sTtvft'UNDER3"

'i 1 0 0 0 0 1 837.35 837.35TMAUNDER3"
z2& lg z4 EIL ggg 3.€gz uNKNowl uNKNowN uNKNowN

347,216 2340 2j45 34,039 4t,603 429,34t 3s7,321.306.92

Total

Sgd Percent
E21,49,tt1.08 90.807Dlo

26,316,8m.11 7.3/d;0l/c

5,5i15,814.60 1.54tt%
741,n5.9 02070/o

?Elgg0,30 o.ttlclo
3t1,?9/5, 24 100.000%

25.924.63
357,34,300.92
54.qn.118.79

411,9i21,125J1
(1,z,72,4E31

(77,W|
@,9@

47O,64182

LDSAGSS
LDS/I.GSS
LDS/LGSS
SDSAGSS
SDSAGSS
SDS/LGSS
sDs/r-GSs
SDS/LGSS
LDS/LGSS
LDS/LGSS
LDS/LGSS
LDS/L6S

6.
8'
UNDER 3'r
4i'

6'
a
UNDER3'
3"
{
6'
8"
4"
UNDERS'
3"
4"
6.
8'
UNDER 3'
6f
UNDER3.
UNDER 3'
UNDER 3'

TIF€FACT LDS/LGSS
TIF LDSAGSS
TIG LDS/LGSS
TIG LDS/LGSS
TIG LDS/I.GSS
TIG LDS/LGSS
TIG LDS/LGSS
TIH LDSAGSS
TI'2 MDSNSS
TM3 MDgNSS
T[,lA MDSNSS
UNKNOWN



0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

1,122
1,071

50
813

0
0
0
0
0
0

510
0

510
0

510
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

LINE
Nq

1

2
3
4
5
6
7
8
I
10
11

12
13
14
15
16
17
18
19
20
21

22
23
24
25
26
27
28
29
30
31

32
33
34
35
36
37
38
39
40
41

42
43
44
45
46
47
I
49
50
51

52

RATE
CODE

801
802
803
806
808. 809
810
816
819
820
821
830
831
833
838
840
841
845
846
847
848
850
852
853
854
855
856
857
858
859
860
861
862
863
864
865
866
868
872
873
874
875
876
877
878
879
LG1
LG2
LG3
LG4
LG5
NSI

E$iblr MPB-2
Alloc 16
Page'l

COLUMBIA GAS OF PENNSYLVANIA, !NC.
DEVELOPMENT OF ALLOCATION FAGTOR 16

METERS

RSS/RDS SGSSI/SCDI/SGDS1 SGSS2/SCDZSGDS2 SDS/LGSS LDS/LGSS MLDS TOTAL
$$$$$$$

00
0 1,439

0 929
464 0

0 464
975 0

0 464

009290
464000

004640
009290
046400

46/-000
0004u

464
0

0
0

464
929
4U

1,439
929
g2g

4U
494
464
464
464
975
464
464
464
929
464
464
929
464
464
464

00
929 0
929 0
46/.0
464 0
464 0
464 0

46/.0
4640

9,169
3,691
5,875

975
0

4U
0
0

464
0
0

510
0
0
0
0
0
0
0
0
0

464
0
0

000
000
000
000

46400
000

46/.00
04640
000

40400
000
000
000

4M00
000
09290
00464
04640

46/.00
0 1,858 0

46/'00
000
004u

46400

9,290
4,762
5,925
1,788

464
464
4U
4U
464
4U
510
510
510
464
510
929
464
4U
464

1,858
464
464
464
494

0 0 29,205
0 0 40,870

1,858
1,393

464
50

0 29,205
0 40,870
0 0 1,858 0
0 0 1,393 0
004s40
00050
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RCC
RGC

53
54
55

1,043,505
0
0

14,439,977
4,232,964

0
0

0
0
0
0
0

853,258

8,028
17,453

23,267

159,322

0
0
0
0
0
0
0
0
0

I
1,065,916

4.Q27o/o

00
00

340,133 0
1,495,048 0

00
00

2,744,473 0
00

142,969 0
00

594,003 0
0 69,739

0 0 1,043,505
000
000
0 0 '14,439,977
0 0 4,232,964
0 0 953,258
0 0 340,133
0 0 1,495,049
0 0 9,029
0 0 17,453
0 0 2,744,473
0 0 23,267
0 0 142,969
0 0 159,322
0 0 594,003
0 0 69,739

0
0
0
0

0
0
0
050

57
58
59
60
61

62
63

RGS
RS

RTC
scc
sc2
sG2
sG3
sG4
sGs

TAGl
TAG2
TAG5
TAG6

Tt4
Tt8

64
65
66
67
68
69
70 TtB 0
71 TtF 0
72 TIF-EFACT O

73 TtG 0

0024,933024,933
0122,66000122,660
0030,792030,792
004640464
002,55002,550
004640464
00000
000455455
999464464

5,338,167 267,092 75,039 4,221 26,466,992

2oj1690/o 1.009o/o 0.2U% 0.016% 100.0O00/o

74 TIH
75 TM1
76 TM2

0
0
0

77 TMA I
78 TOTAL 19,716,446

79 ALLOCATOR #16 74.495o/o
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Columbla Gas of Pennsylvanla. lnc.
Account 385 Industrial Measumenl Stallons
As of November 30, 2015

Tar

@ PCID PSID Rate
37 10034190010 501054825 SGT
37 10047S52001 400188814 SGT
37 10094014002 400514870 SG2
37 10098619004 400201038 SGT
37 10104024001 400204209 SGT
37 10107730026 400228748 SGT
37 10119305004 400215304 SGT
g7 10119305004 400458788 SGT
37 10348091005 400518175 SG4
37 10375621158 5m489101 SGT
37 10379912006 400498094 SG4
37 10389296002 400511162 SGT
37 't0405620001 400044475 SGT
37 't0416756005 500065176 SG2
37 10/'2148200,2 500617033 SGT
37 104224300D2 400343911 SGT
37 10468703002 400525452 SGT
37 10/74924002 400303837 SGS
37 10501013005 400511500 SGT
37 10534828042 400252907 SGT
s7 10534828042 400254200 SGT
37 10534828042 400526993 SGT
37 10534828042 500159589 SGT
37 1t534828042 800800427 SGT
37 10534828042 800800428 SGT
s7 10534828042 800800429 SGT
37 106,3/€.28042 800800430 SGT
97 10534828042 800800436 SGT
37 11654473003 500030237 SOT
37 1rc74720002 800800405 SG2
s7 12983110001 400473519 SGS

37 12983111001 4004735't8 SGT
37 12983117001 400473502 SG2
37 12983120001 400479735 SGS
37 12583124W2 400473470 SG3
37 12983149001 800800401 SGT
37 12983153001 800800.f60 SGT
37 12983156001 800800458 SGT
37 12983't76001 400490973 SGT
37 12983177001 400484946 LGt
37 12S83182001 400473449 SG2
37 12983191002 400473426 SGT
37 12983192001 400473425 SGT
s7 12983199002 400473414 SGT2
37 12983205001 400473388 SG2
s7 't2983206002 500135694 SGT
s7 12983208001 400473368 SGz
37 129q210001 400473364 SGT
37 12983212@1 400473357 SGT
37 12983214001 400473355 SGT
37 1298321500't 40047338f SGT
37 129a3225W1 400473325 SG2
s7 12585232001 400473302 SGT
37 12983235001 800800451 SGT
37 12983239001 400473287 SGT
37 12983242001 400473279 SG2

Sta0on Tax

N9. pls$el Name
49103 30209
45529 30243
1109 30298

49083 30224
45723 30224
47769 30236
45601 30224
45600 30224
411452 1333017

47567 1333032

14928 1333032

4135 1333095

45746 1333095

47085 1333063
49153 551504
46123 10155

48d54 1292914
48831 129988
1276 511316

483'f 0 12528A5

45786 1252865
45669 12528ffi
4e124 125289A

u23 12528Xt
44621 1252896
44622 1252898
44623 125288
44825 1252856
48810 1252756
4236 30208
642 1232704
601 12327U

3239 1232718
14245 1232756

593 8322t5
14645 12S2WA
1414 1292906
1208 1292900

144S1 1292969
14324 1292906
34'f 6 1292977

1444 511312
M4e 511396
1434 511318
4299 511314
1405 511314
4584 511314
4A,|4 511314
4548 511395
4715 511304
1377 1292913
1352 511314
1335 511320
1331 511300
1323 611314
1318 511303

GTS
RatE

Tt4
714

TAG6
TAG2
Tt4
Tl4
Tt4

Tt4

TAGO

TAGO

Tt8
TIB
861

TAG6
TIB
TIB
TIB
TIB
TIB
TIB
TIB
TIB
TIB
TIB

TIB

TAG6
Tt4
TAGO

TAG6

TAG6
Tt4
TAG6

Tt4

TAG6
TAG6
TAG6
TAGO

TAG6
TAG6
TAG2

Bllllng

AEI Rato
10,256.77 Tt4
17.823.82 Tt4
1,577,24 SGz
1,718.88 TAGo
1,718.88 TAG2
9,447.49 Tl4
1,718.88 Tl4
1,718.88 Tt4
5.569.25 S@f

11,290.n Tl4
5,938.10 SG4

281.27 TAG6
11,399.49 TAG6

717.31 SG2
47,23s.90 Tt8
4.383.45 TtB

19,884.30 801

967.26 SGS
2,306.59 .TAG6

0.00 TtB
0.00 TtB
0.00 TtB

2.800.24'TlB
1,865.e5 TtB
2,800.24 TrB

2,800.24 TIB
2,800.24 TtB
2,800.24 TIB
9,184.43 TtB
1.860.45 SG2

803.97 SGS
20,610.83 TrB

926.80 SGz
4.516.53 SGS
4.846.78 SGg
6,738.98 TAC€
6,959.09 Tt4
1,708.84 TA@
3,500.97 TA@

855.29 LGI
1.207.92 SG2
6,974.42 TAG6
0,150.09 Tt4
5,116.21 TAG6
5,425.75 SG2
7.495.20 Tt4
2.944.07 SG2
2,618.96 TAG6

15.'t60.98 TAG6
1.630.10 TAG6

936.34 TAG6
4,242.54 SGz
4,728.84 TAG6'
2,469.8.t TA@
3,m32 TAG2
2,708.28 SG2

Rate
Clase

SDS'LGSS
SDS/LGSS
SGSSZSCD2/SGDS2
sGsszscDzsGDS2
SGSS?SCDZSGDS2
SDgLGSS
SDSi/LGSS

sos/Lcss
scsszscDzsGDs2
sDS/LGSS
sGsszscozsGDs2
SGSS2/SCDZSGDS2
SGSS2/SCDZSGDS2
SGSS?SCD2/SGDS2
LDS/LGSS
SDS'LGSS
SDS/LGSS
sGSSl/SCD1/SGDSl
SGSSZSCO2/SGDS2
sDs/t-Gss
SDS/LGSS
sDS/LGSS
SDS/LGSS
SDS/LGSS
sDS/LGSS
sDS/LGSS
sDs/t-Gss
sDs/t-css
SDS,LGSS
SGSSZSCD2/SGDS2
scssr/scD1/sGDsl
sDS/LGSS
scsszscDzsGDs2
scssl/scDl/scDsl
scssltscDl/scDsl
SGSS2/SCDZSGDS2
sosrl-css
SGSSZSCD2/SGDS2
scss2/sco2/sGDS2
SDSAGSS
SGSS2/SCDZSGDS2
scss2/scDzscDs2
sos/LGss
sGss2/scDzsGDS2
scsszscD2/scos2
SDS'LGSS
scsszscDzsGDs2
scss2/scDzsGDs2
SGSS2'SCD2/SGDS2
scsszscD2/sGDs2
scssi/scDzscos2
SGSS2/SCD2/SGDS2
sGss2/scDzsGDs2
SGSS2'SCD2ISGDS2
sGss2/scD2/scDs2
SGSSZSCD2/SGD52
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37 12983255002 400514019 SGT
37 '12983255002 500135582 SGT
37 12983259002 400473238 SGT
37 12983259002 500135009 SGT
37 12983262001 400513746 SGT
37 12983265002 400473216 SGS
37 12983275001 400473402 SGT
37 12583276W1 400473401 SGT
37 12983281001 400473r'.12 SG2
37 1298328200't 400473411 SGT
37 12983287001 400473405 SGT
37 12983292002 400473340 LGI
37 12983293002 400473347 SGT
37 12983297001 400473265 SGT
37 12983298001 400473267 SGT
37 12983301001 ,f00473229 SGT
37 12983302001 400502918 SG2
37 12983314001 400473452 SGT
37 12983315001 400473443 SG2
37 12983318001 400473440 SGT
37 12983325001 400511507 SGT
37 129&t331001 400473315 SGT
37 12983343001 400512909 SGT
37 12983344001 400497701 SGT

37 12983347001 400473439 SGT
37 12983348001 400504725 SGT
37 12983349001 400473387 SG2
37 12983352001 400473370 SGT
37 12983354001 400473366 SGT
37 1298335501't 400473369 SGT
37 12983355011 400484838 SGT
37 12983355011 50010362 SGT
37 12983355011 500287938 SGT
g7 12983359001 400473342 SGT
37 12983370001 400495171 SG2
37 12983372001 400473241 SGT
37 1298337,|001 400473233 SGT
37 12983375002 400473232 SGT
37 12983378001 400473230 SGT
37 1298338,f001 ,100499203 SGT
37 12983391001 400472970 SGT
37 12983397001 400472931 LGI
37 12983400001 400472869 SGS
37 12983403001 400472841 SGT
37 12983415001 400473180 SGT
37 12983428001 400502425 SGT
37 129a3429002 400472946 SGT
37 1298343300'1 400512973 SGT
37 129E543/j002 400472904 SGT
37 129E343d,00.2 500146396 SGT
37 1298343.1005 400512908 SGS
37 1298344.3002 40048812 SGT
37 12983450001 400473185 SG2
37 12983451001 400473180 SGT
37 12983453001 400473149 SGT
37 12983461001 400475092 SGT
37 12983,f02001 400473064 SGT
37 12983405001 400473060 SGT
37 ',t2983467002 400473014 SGT
37 12983472003 500140321 SGT
37 12983473001 400472996 SGT
37 1283474002 400472983 SGT

TIB
TIB
TIB
TIB
Tt8

1291 511395
1291 511395
1280 511396
1280 511396

44092 511363
1262 611395
1423 1't't2553
3382 1112553
1432 1112521

1431 1112569
u2a 1112521
1372 111P541

448 1112524
1302't112569
1305 't 112569
4252 1112553
4492 1112621
1467 1252918
4413 1292998
1450 1292909
1403 1292914
4471 1292989
3295 1252803
1469 1292986
4539 1252805
1363 1252858
1408 1252858
1386 511365
4044 1292919
4409 1252855

14322 1252855
47388 't252855

47386 1252855
1364 1252858
3323 1252ffi3
4286 1252855
1275 511311

1274 5't1311
1273 1252ffi2

't4606 732111
4430 732155
4629 7321',t3

744 7321',t3

718 732195
1005 732158

14126 732153
807 70409

44075 732195
776 732153
776 732153

,18409 732195
'f 4348 732153
1002 732153
997 732114
974 732111
898 70418
893 732195
890 732113
856 70409

3440 732153
842 73219s
832 732155

1,405.00 TtB
1,465.00 TIB
3,429.15 TtB
3.429.16 TtB
2.455.94 Tl8
4,076.87 SGS
2,623.48 Tt4

16,093.80 Tt8
3,135.76 SG2
5,337.78 TIB
7.975.76 Tl4
8,314.06 LG1

2,828.39 Tt4
9,980.77 TtB
1,771.37 Tt4
1.853.55 Tt4
1.179.62 SG2
3,121.92 TAG6
1,427.28 SA2
2,5n,02 TA@
2,918.17 TA@
7,328.56 TAG6
5.426.90 TMA
1,721.17 TAGo
1,813.88 Tt4
1,728.4'l Tl4
1.24.60 SGz
2,837.20 Tl4
1.330.60 TA@
2,953.96 TtB
5,698.48 TtB

0.00 TtB
0.00 TtB

2.376.04 TtB
4,538.11 SG2
1,327.67 TAGo
1,137.23 TAGo

11,004.89 Tr4
(1,467,53) TAG6
1.522.02 TAC6
1,191.05 TAG2

25,869.07 LG1

2,112.84 SGS
10,534.05 Tt8
9.302.44 Tr8

e$.88 810
9,918.75 TtB

12,600.45 810
13,295.'t8 808
13,295.18 808
43,175.06 SGS
9,(n5.38 TIB
1,107.88 SG2

10,025.00 Tt4
3,928.47 TAG6
3,400.60 TtB
1,980.01 TAGo
2,137.80 TtB
0.293.59 Tr8
2,n3.95 TtB
2,687.80 Tr4

14,702.11 Tl8 '

SDS/LGSS
sDsn_css
SDS/LGSS
sDS/LGSS
LDS/t-GSS
scss'r/scDrrscDsl
SDS/LGSS
LOS/LGSS
SGSSZSCDZSGDS2
sDs/L6ss
SDS/LGSS
sos/tcss
sDS/LGSS
SDS/LGSS
SDS/LGSS
sos/rcss
scss2/sco2/sGDs2
SGSSZSCD2/SGDS2
SGSS2/SCDZSGDS2
scsszscDzscos2
sGss2/scD2rsGos2
sGsszscD?sGDs2
MDSNSS
sGsszscD2/sGDs2
SDS'LGSS
sDS/LGSS
SGSS2/SCDZSGDS2
SDSAGSS
scss2lscDzsGos2
SDS/LGSS
sDS/LGSS
sos/t-GSs
sos/Lcss
SDS/LGSS
SGSS2/SCDZSGDS2
SGSS2/SCDZSGOS2
SGSS2ISCDZSGDS2
SDS/IGSS
sGsszscDzsGDS2
sGsszscD?SGDS2
sGsszscoz/scDs2
SDS/LGSS
scssl/scDr/SGDSl
LDS/LGSS
LDS/IGSS
LDS/LGSS
sDS/LGSS
LDS/tGSS
LDS/LGSS
LDS/LGSS
SGSSl/SC01/SGDST
sDs/LGSS
sGsszscD2/sGDs2
sDs/rcss
SGSS2ECDZSGD32
sDS/LGSS
scss?scDzsGDs2
SDS/LGSS
tos/LGss
sDs/t-Gss
SDS/LGSS
LDSAGSS

Tt4

Tl8

TIB
Tt4

Tt4
TIB
Tr4
Tr4

TAG6

TAG6
TAG6
TAG6
TMA
TAG6
Tr4

Tt4

Tt4
TAG6
TIB
TIB
TIB
TIB
TIB

TAG6
TA@
Tt4
TAG6
TAGO

TAG2

TIB

Tt4
TAG6
TIB
TAG6
TIB
Tl8
TIB
Tt4
Tt8

Tt8
Tt8
816
TIB
810
808
808



Exhlblt MPB-2
Alloc 17
Page 3

37 12983474W7 400473130 SGT
37 12983476001 400472976 SGT
37 12W3r'.77W1 400472975 SGT
37 12983480002 400472971 SGT
37 12983481001 4m472949 SGT
37 12983483001 400526340 SG2
37 12983487001 400472861 SG2
37 12989498005 800800442 SGT
37 12983504001 400473099 SGT
37 12983508002 40050889S SGT
37 12983513001 400472886 SGT
37 12983515001 400472854 SGT
37 12983510001 400472826 SGT
37 't2983517002 400505175 SGT
37 12983537001 400473198 LG2
37 12983540001 400473178 SGT
37 12983543001 400473107 SGT
37 12983544001 400473't59 SGT
37 12983545001 400473135 SGT

37 12983546001 400473132 SG2
37 12983548001 400473128 SC2
37 129835s3001 400526717 SGT
37 '12983554002 400510507 SGT
37 12983554002 600146350 SGT
37 12983556001 400475899 SGT
37 12983557001 400473076 SGT
37 12983558001 400473075 SGT
37 12983559001 400473069 SGT
37 12983501002 400473040 SGT
37 12983562001 400473038 SGT
37 12983503001 400473021 SGT
37 12983571001 400472962 SGT
37 1298it572001 400472961 SGT
37 12983576001 400472937 SGT
37 12983577003 ,100472935 SGT
37 12983587001 ,f00472914 SGT
37 12983589001 400472900 SGT
37 12983591001 400472897 SGS
37 't2983595001 400487894 SGT
37 1298359600't 400472878 SGT
37 12983597001 400472873 SGT
37 12983602002 400504762 SGT
37 1298360300'1 400472840 SGT
37 12983@4001 400472837 SGT
37 12983600002 400472820 SGT
37 12983611001 400503381 SGT
37 12983623002 400473179 SGT
37 12983023002 500140278 SGT
37 12983026001 400473108 SGT
37 12983027001 400473107 SGT
37 12983628002 400473100 SGT
37 't2983630001 400526948 SG2
s7 1298363,t001 40052e518 SGT
s7 12983644001 400512422 SGT
37 12983645004 400492992 SGT
37 12983045004 500142415 SGT
37 12983045005 600147711 SGT
37 12!r83W2 400481250 SGT
37 12983061001 400472750 SGT
37 12983054002 ,1004727f{t SGT
37 12983655001 q0472742 SGT
37 12983063001 400505567 SGT

SDS/LGSS
sGss?scDzscDs2
SGSS2/SCDZSGDS2
sGss2/scD2rscDs2
sDS/LGSS
SGSSZSCD2/SGDS2
sGsszscD2rscDs2
SDS/LGSS
sDsn-Gss
LDS/LGSS
sDs/t-Gss
SDS/LGSS
SDS/LGSS
LOS/LGSS
SDS/LGSS
sGsszscDzscDs2
SDS/LGSS
scsszscDzsGDs2
SGSSZSCDZSGDS2
scsszs@zscDs2
scsszscDzscDs2
sDs/LGSS
sDs/LGSS
SDS'LGSS
SDS/LGSS
sDS/LGSS
SDs/LGSS
SDS/LGSS
SDS/LGSS
SDS/LGSS
SDS/LGSS
SGSSZSCD2/SGDS2
sGss2/scDzscDs2
scsszscDzscDs2

. SDS/LGSS
scss2/scDzscDs2
sGsszscDzscDs2
scssl/scDl/scDsl
sos/LGSs' scss2rscDzscDs2

. scss2/scDzscQs2
scsszscD?scDsz
SDS/LGSS
scsszscDzscDs2
SDS/LGSS
LDS/LGSS
SGSSZSCO2/SGDS2
scss2/scDzsGDS2
scsszsco2/sGDs2
scss2/scD2tsGDsz
sos/rcss
SGSS2/SCDZSGDS2
SDS/LGSS
SOS/LGSS
MDSNSS
MDs/NSS
sDs/tcss
LDS/LGSS
LDVLGSS
sGsszscDzsGDs2

. SDS/LGSS
scsszscDzscDs2

TIB
TAG2
TAG2
TAG2
TIB

TIB
TIB
Tt8
TIB
Tr4
TIB
820

TAG6
n4
TAG6
TAG6

Tt4
Tt4
Tt4
TIB
Tl4
Tt4
Tt4
TIB
Tt4
TIB
TAG2
TAG2
TA@
TIB
TAG6
TAG6

TIB
u1
TAGO

TAG6
TIB
TAGO

Tt4
Tt8
TAG6
TAGO

TA@
TAG6
Tt4

TIB
TIB
802
802

801

859
TIF
TAG2
TIB
TAG2

4242 732195
827 732153
826 732195
744 n2195
809 7321%
423/. 70409
737 7321tt5
4410 70458
924 70451
871 70424
760 70471
733 70471
708 70470

14699 70468
1013 70453
995 70471
986 704n,2

981 7M77
900 7uil
956 70/.71
tN2 70470
940 70/.74
920 70495
920 70495
906 70456
908 70/j04
903 70424
899 70400
82 70478
875 70470

4551 70d.22

819 70495
3243 7M71
803 190013

801 70495
780 70454
772 70478

4@2 70478
3343 70470
757 190613

752 70d-71

721 70495
4550 70405
716 70479
702 70495

14705 70403
996 310911

990 310911

933 310958
932 310956
931 310918

4420 333908
291 '1252820

1155 1252890
1121 1252N4
112',1 1262804
1249 1262W7
11',14 1252&4
't241 1252829
1236 1252@A

14101 1282W7
14764 't252821

2,855.81 TIB
1,663.66 TAG2
2,722.41 TAG?
2.473.69 TAG2
5.063.97 TtB
1.167.65 SG2
1.137.35 SG2
5,290.09 TtB

13.074.52 TIB
9,181.24 n8
3,695.06 TtB
2,660.89 Tr4
2.464.00 TtB

25,410.28 820
2,943.45 LG2
1,041.40 TAG6
2.443,06 Tt4
1,645.85 TA@

975.58 TAG6
1.306.97 SG2
2,612.96 SC2
3.553.45 Tt4'

813.9't Tt4
8r3.91 Tt4

8.689.61 TIB
0.00 Tt4

3,639.69 Tt4
2.168.14 Tt4
2,570,17 TtB

47,220.U Tl4
4.003.27 TtB
3,332.98 TAGz-
1,574.51 TAG2'
1,986.01 TAG6

00.183.80 TtB
851.16 TAG6

1,636.90 TAG6
1.645.78 SGS
1.889.13 TtB
1,747,62 U1
1,622.22 TAG6

428.90 TAG6
2,829,72 TtB
1.537.45 TAG6

23,896.02 Tr4
8,425.15 Tt8
1.721.36 TA@
1,721.36 TAG6

0.00 TA@
498.89 TAG6

0.00 Tt4
29,515.75 SG2
5.614.75 TrB

10,801.61 TIB
u,8e232 802
u,8e232 802
14,992.50 801

14,725.43 859
12,773.89 TrF
6,610.88 TAG2
5,736.00 TtB
3,352.37 TAG2
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37 12983681002 400472637 SGT
37 12983691002 400478140 SG2
37 12983693004 400506899 SGT
37 12983702005 /m0526549 SGT
37 12983704003 

'100526520 
SG2

37 't2983720001 400496395 SGT
37 12553722004 400473084 SGT
37 12983723@2 400473025 LGI
37 '12983778004 400526322 SGT
37 12983801005 500151204 SGT
37 12983801005 800800501 SGT
37 12983811001 400472033 SGT
37 12983816001 400497901 SGT
97 12983818001 40047277'l SGT
37 12983820001 400472767 SG2
37 12983822001 400472761 SGT
37 12983820001 40A472724 LG2
37 12983826003 500263862 SG2
s7 12983829001 400472700 SG2
37 12983833001 ,f00472696 SG2
37 12983835001 400472093 SGT
37 1298383@1 400472A92 SGT
37 12983838001 400472689 SGT
37 12983839001 400472688 SGT
37 12983840001 800800394 SGT
37 12983844001 400472€69 SG2
37 12983845001 400472607 SGT
37 1298384600i /O0472€66 SGT
37 12983847001 400472665 SGT
s7 12983848001 400472059 SG2
37 12983852004 400472629 SGT
37 12983855001 400472621 SGT
37 12983856002 400472020 SGT
37 12983802002 400472577 SGT
37 12983863001 400472566 SGT
37 12983864001 400472564 SGT
37 12983807001 400490005 SGT
37 12983868001 800800388 LG2
37 12983871001 400472535 SGT
37 12983873@1 400472530 SGT
37 12983875003 5010904't7 SGT
37 12983877001 400472526 SGT
37 1298it880001 400472523 SGT
37 12983881001 400472519 SGT
37 12983883004 400510094 SGT
37 12983883004 500149722 SGT
37 12983883004 5003109't1 SGT
37 12983883004 800800386 SGT
37 12983884001 400503379 SGT
37 12983885004 400472514 SGT
37 12983886001 400472513 SGT
37 12983915002 400472055 SGT
37 12983919001 400472609 SC2
37 1258F,922001 400472593 SGT
37 12983923001 400477150 SGT
97 12983930001 400505076 SGT
37 12983934001 400484301 SGT
37 12983936001 400473091 SOT
37 12983938001 ,100473088 SGT
37 12983939001 400473057 SGT
s7 12983940001 400512120 SG4
37 12983942001 400526836 SGT

TIB 1141 1252803
1090 1252825

u76A e52821
48460 1282829
48852 591705
14548 190622

4008 190661

805 190628

44903 30287
1?25 30205
1227 30257
1138 30298

14538 30298
3402 30206
1068 30284
1252 30244
1215 30284

46403 30284
1204 30287
1195 30298
1192 30289
l'f 91 30287
3319 30280
1187 ?0224
1177 30298
1171 30268
3320 30205
1169 30298
1168 30298
't 103 30298
1135 30298
3401 30224
1125 50262
4353 30298
i082 30240
4530 30298
14441 30298
1073 30230
1049 302S8

4287 30287
45141 30287

'f 041 30224
1038 30205
1034 30240

44023 30244
45235 30244
48787 30244
45235 30244
14503 30244
48589 30295
4687 30295
1159 30219
1116 30243
1103 30243
1091 30276

145{6 3V225

937 7M52
916 30225
913 30225
887 30225

14470 50272
45213 3V225

18,010.19 TtB
3.176.25 SG2
4,992.09 Tt4

16,540.14 TtB
5,420.01 SG2
3.199.77 TIB

45.282.63 878
30,343.07 LG1

30.005.62 Tt4
18.391.89 846
1,1@.44 848

47.133.30 TtB
9,865.70 847

989.28 TAG6
3,178.21 SG2
1,277,77 TAGA
5.613.85 LG2

8.986.03 SG2
1,520.91 SG2
1,527.24 SG2
1,740.31 TAG6

14,004.29 TAG6
2,574.61 TAG2
7,032.39 TIF
1,351.98 TA@
1,107.63 SG2
1,421.80 TtB
2,420.ffi It4
1,735.12 TAG6
1,4n8.03 SG2

365.16 TIB
1.484.68 TAGo
3,090.42 TAGo

10,816.55 TAG2
7,768.34 TIB
1,442.57 TAG6
3,399.12 Tt4
1,054.99 LG2

16,882.20'TAG6
1,952.86 Tl4

73.329.30 TtB
26,320.09 nB
23A2,23 Tt4
3.080.55 TAG6
4,419.14 TtB
3,074.08 TtB
3,074.68 TtB
3,074.68 TtB
1.114.71 TtB

0.00 Tt4
2.326.82 TAg2,

17,524.35 838
1,108.68 SC2
3,946.85 TAGo
1,170.43 TAG6
6,674.05 Tl8

19,291.15 TtF
24,051.98 Tt8
27,714,20 TIF
0,398.34 TrF
2,266.48 SG4

10,318.32 TIB

sDs/LGSS
scsszscDzscDS2
SDS/LGSS
SDS/LGSS
scsszscDzscDs2
sDS/LGSS
MDSNSS
SDS/LGSS
sDs/LGSS
LDS/LGSS
LOS/LGSS.

sDs/LGSS
SDS/LGSS
scsszscDzscDs2
scsszscDzscDs2
SGSSZSCOZSGDS2
sDs/LGSS
SGSSZSCDZSGDS2
scsszscDzsGDs2
SGSSZSCD2/SGDS2
SGSS2'SCDZSGDS2
SGSS2/SCDZSGDS2
scsszscDz/sGDS2
LDS/LGSS
SGSS?SCDZSGDS2
sGsszscDzscDs2
sDs/t-Gss
SDS/LGSS
sGsszscD2/scDs2
sGsszsco2/scDs2
SDS/LGSS
sGsszscDzscos2
SGSS?SCDZSGDS2
scsszscDzsGDs2
dosn-oss
SGSSZSCD2/SGDS2
sDS/LGSS
sDs/t-Gss
sGsszscD2/scDs2
SDS/LGSS
SDS/LGSS
SDS/I.GSS
SDS/LGSS
scsszscDzsGDs2
SDS/LGSS
SDsi/LGSS
SDS/LGSS
sDs/LGSS
sDS/LGSS
sos/Lcss
SG8S2/SCD2/SGD52
SDSAGSS
sGss2rscDzsGDs2
Sosszscozl's'oosz
sGsszscDzsGDs2
LDS'LGSS
LDS/LGSS
LDS/LGSS
LDS/LGSS
LDS/LGSS
sGss?scozsGDs2
SDS/LGSS

Tr4
TIB

TIB
878

Tt4
846
840
TIB
u7
TAG6

TAG6

TAG6
TAG6
TAG2
TIF
TAG€

TIB
Tt4
TAGO

TIB
TAG6
TAG6
TAG2
TIB
TAG6
Tt4

TAG6
Tt4
TIB
TIB
Tr4
TAGO

TIB
TIB
TIB
TIB
TIB
Tt4
TAG2
838

TAGO

TA@
Tt8
TIF
Tt8
TIF
TIF

TIB
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37 12983946001 400493917 SGT
37 12983954001 400518s48 SGT
s7 12983968001 400473140 SGT
37 12983969001 4004731,$4 SGT
37 1298397't001 400473142 SGT
37 12983976001 400473125 SGT
37 12983979001 400473122 SG2
37 1298398200't 400473103 SGT
37 12983988002 400473027 SG2
37 12983988002 400498427 SG2
37 1298398900't 400473067 SGT
37 12983993001 400473045 SGT
37 12983994003 400473044 SGT
37 12984010001 400472957 SGT
37 12W12001 400526772 SGT
37 12984017001 ,rc0481787 SGT2
37 1298,f018001 400481786 SGT
37 1298401900't 400481785 SGT
37 12984034007 400481784 SGT
37 12984034007 500265247 SGT
37 12S84034007 800800374 SGT
37 12984034007 800800375 SGT
37 12984034007 800800376 SGT
37 12984034007 800800377 SGT
37 1298,f043001 400517683 LG2
37 12984U6001 400472830 SGT
37 12984053001 400472803 SGT
37 12S84054001 400472802 SGT
37 12984050001 400472800 SGT
37 't2984057001 40,0472794 SG2
37 12984060001 400472789 SGT
37 12984002001 400507544 SGT
37 12984003001 400519504 SGz
37 12984091001 40047226 SGT
37 12984092001 400472775 SGT
37 12984098001 400526718 SGT
37 12984098003 400490002 SGT
37 12984110001 400472744 SGT
37 12984111005 400164887 LGI
s7 12984111005 400164886 LGI
37 129841't1005 400164888 LGl
37 12984111005 400/.727.38 LG1
37 12984119001 400494178 SG2
37 1298r'.12200,8 400472039 SGT
37 129€/.125001 400472585 SGT
37 12984126001 400520878 SG2
37 12984125N2 400472553 SGT
37 1298/.1310p,2 500789128 SGT
37 '12984143001 400501970 SGT
37 12984148001 400518885 SGT
37 12984150004 400475€67 SGT
37 12984150004 500149539 SGT
37 12984150004 501030792 SGT
37 12984150004 800800371 SGT
37 12984150005 400498737 SG2
37 12984150007 501179703 SG2
37 12984151020 400475066 Sgr
37 12984161U20 4@514859 SGT
37 1284151920 400514976 SGT
37 12984151020 400526997 SGT
37 12984151020 600008214 SGT
37 129€4151020 500130476 SGT

819
TAG2
TAG6
Tt8
TIB
TAG6

Tt4

TAG6
Tt4
Tt4
Tt4
TA@
TAG2
Tt4
TAG2
Tt4

Tt4
Tt4
Tt4
Tt4
Tt4

TA@
Tt4
TAG6
TAG2

Tl4
TIB

TIB
TIB
TM2
TIF.EFACT
Tt4

14040 70452
1010 30280
971 30280

4078 30280
968 3026if
949 30231

940 30220
929 50272

4097 30272
4285 30272
897 30255
881 30235
880 30235
815 30265
810 30272

4558 30223
4603 99223
4625 30223
4053 30223
4053 30n3
4064 30223
4000 30223
4079 30?,23

4435 30223
44475 3021
3256 30252
688 30231
087 30251

685 30252
14003 70452

675 30231

14759 30201

1601 30n2
3290 1252800
28 1252&5

45180 1252A22

14453 10154
1235 1252800

47080 1252824
47081 1252824
47082 1252824
1229 1252924
1174 1252823

4€825 1252822
4W2 1252819

44418 1252822
1070 1252&7

48657 1252822
14605 1252822
44408 30241
3237 273860
3237 273860

49154 273800
4385 273804
1439 ns806
49333 2738@
1565 273860

'48789 273800
48788 2738@
45060 273860
48790 273860
45065 273860

1,504.40 SG2
0.00 sG2

2.666.18 Tt4
2,280,48 Tl4
1,042.85 Tt4

2,490.72 TtB
4,334.99 TIB

2,570.28 Tt4
4.447.68 LG'l
4,447.68 LGI
4,447.68 LGl
4,582.60 LGl

7,184.54 TrB
6.756,22 TrB

170.08 TtF
170.08 TrF
170.68 TrF
170.68 TtF
170.68 TIF

scss2rscDzscDs2
sGsszscDzsGDs2

sos/Lcss
sDs/LGSS
SDS'LGSS

SDS/LGSS
SDS/LGSS

sD. S/LGSS
sDS/LGSS
sDS/LGSS
SDS/LGSS
sDS/rGSS

SDS/LGSS
SDSAGSS

LDSAGSS
LDS/LGSS
LDS/LGSS
LDS'LGSS
LDS/LGSS

114,066.43 8't9 LDSi/LGSS

1,793.76 TAG2 SGSSZSCD2TSGDS2
1.505.38 TAGo SGSS2TSCD2TSGDS2

8,666.74 Tl8 LDS/LGSS
3,123.75 TtB SDS/LGSS
2.662.32 TAG6 SGSS2/SCDZSGDS2
2,913.58 SG2 SGSSZSCDZSGDS2
2,43/-70 Tl4 SDSTLGSS

1,605.03 TAG6 SGSS2/SCDZSGDS2

2.525.24 TAG6 SGSSZSCDZSGDS2
1,655.15 TAG2 SGSSZSCDZSGDS2
1,991.88 Tr4 SDS/rGSS
1,378.79 TAGz SGSSZSCOZSGDS2
1.655.15 Tt4 SDS/LGSS
1,055.15 Tt4 SDS/LGSS
1,655.15 Tt4 SDS/LGSS
1,178.7A 114. SDS/LGSS
1,655.15 Tt4 SDS/LGSS
1.655.15 Tl4 SDS/LGSS
3,279.27 Lc2 SDS/LGSS
1.191.30 TAG6 SGSSZSCOZSGDS2
2.898,82 Tt4 sDs/LGSS
1,838.17 TAG6 SGSS2/SCDZSGOS2
5.185.01 TAG2 SGSS2/SCDZSGDS2
2,817.69 SG2 SGSSZSCDZSGDS2
2.006.04 Tl4. SDS/LGSS
't,771,72 118 SDS/LGSS
1,524.77 SG2 SGSSZSCD2TSGDS2

3,030.87 TM2 MDS/NSS
2,599.58 T|F-EFACT |DS/LGSS

TIB
TIB

27,94jq22 SG2 SGSSZSCD?SGDS2
23,753.50 TtB SDSi/LGSS

3.398.13 TtB sDs/rGss
1,479.44 SG2 SGSSZSCOZSGOS2

TIB
TIB
TIB
874
875
875

875

875

TIF
TIF
TIF
TIF
TIF
TIF

5,254.50 TrB . SDS/LGSS
14,18/.28 874 SOS|/LGSS

7,M4,37 8t5 LDS/LGSS
7,04,4.37 876 LDS/LGSS

170.68 875 LDSTLGSS

13,642.89 875 LDS/LGSS..
5.140.01 SGz SGSSZSCDZSGDS2

170.@ SG2 SGSSZSCD2TSGDS2
294.n rE LDS/LGSS
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37 12984151020 500130460 SGT
37 12984151020 500't30474 SGT
37 12984151020 500130459 SGT
37 ',t298/-151020 500136322 SGT
37 12984151020 5001505't7 SGT
37 12984151020 500102068 SGT
37 12984151020 500198356 SGT
37 12984151020 500198359 SGT
37 12984151020 500208315 SGT
37 12984151020 500555580 SGT
37 12984151020 500558423 SGT
37 129U151020 500612327 SGT
37 1298r'.151020 500625771 SGT
37 129U151020 500059013 SGT
37 129W151020 500@7297 SGT
37 12$8/-15',t020 500607298 SGT
37 '12984151020 500692603 SGT
37 125U151020 500707423 SGT
37 129U151020 500709556 SGT
37 12984151020 500716291 SGT
97 12984151020 500806647 SGT
37 129il15',1020 500850054 SGT
37 12984151020 500875536 SGT
37 129U151020 500918034 SGT
37 12984151020 500949336 SGT
37 12984151020 600949337 SGT
s7 12984151020 800800356 SGT
37 1258/151020 800800357 SGT
37 1298/.151020 800800358 SGT
37 1298/-151020 800800359 SGT
37 1298415'1020 800800360 SGT
37 1298/.151020 800800301 SGT
37 1298r'.151020 800800302 SGT
37 12984151020 800800364 SGT
37 12984151020 800800365 SGT
37 12984151020 800800366 SGT
37 125m15',t020 800800367 SGT
s7 129€/-151020 800800369 SGT
37 129U151020 800800370 SGT
37 12984151020 800800354 SGT
37 1298/.151057 500972343 SG2
37 12984156001 400498904 SGT
37 12984156003 501081990 SGT
37 12984173001 40M72492 SA2
37 ',t29€/.182002 40472402 SGT
37 12984188002 400472449 SGT
37 12984190001 400472445 SGT
37 ',t25il211001 400479603 SG2
37 1298/'212001 400526754 SGT
37 12984213001 400526784 SGT
37 1298421fi01 400520343 SGT
37 1298p,218002 400472435 SGT
37 12984219005 40M72431 LG2
37 12984215W5 500165435 LG2
37 12984221W2 400472381 SGT
37 12984221004 501123144 SGT
37 12e€.422ffi1 400472417 SG2
37 12W42290o4 400472415 SGT
37 129E42290o4 800800337 SGT
37 1258423W1 400472414 SGT
37 1298r'.292001 400472408 NSI

37 129E/,23W04 40047240f SGT

TIF
TIF
TIF
TIF
TIF
TIF

45732 273ffi4
48526 273860
48889 273860
45751 2738U
45908 273860
45949 273860
46017 273804
40018 2738M
46494 273804
48444 273860
48887 2738W
48438 273804
48958 273860
48965 273860
48439 273804
48440 273860
48625 273860
48970 273804
48543 273880
4vl',t 273860
48078 273800
48736 275804
48745 27*04
48424 2738@
.f8808 273860
,f8809 273800
4371 273860
4{}73 273880
4374 273860
4375 273860
$74 27386,0

4377 273860
4578 273860
4380 273860
4381 273N4
4fi2 273ffi0
4383 273860

14823 273860
45243 273&4
492U 27386,0

48W7 273804
14387 273821
45125 273821
1561 27fi@
4/.57 273860
4450 273804
4241 273851
4238 273851

45237 273802
4fi47 273821
44949 27804
1493 551552
2U 551501

2U 551501

1490 55150'l
4928/- 55150'l
1515 651504
1519 551 511

45675 551554
1513 551554
1511 551511

1508 551553

327.89 TtF
170.68 TtF
170.68 TaF

327.89 TtF
't70.68 TrF
'170.68 TtF

7,337,20 rF
5,413.70 TIF

327.89 TtF
170.68 nF
170.08 nF
327.89 TIF
012.22 TIF
170.68 TtF
327.89 TtF

2,124.04 TIF
170.68 TtF
327.89 TtF
170.68 TIF
170.68 TrF
170.08 TtF
327.89 TtF
327.89 TtF
170.68 TtF
170.68 TtF
170.68 TtF
'170.68 TtF
170.68 TIF

2,126.16 TIF
1,899.64 TIF

170.68 TIF
825.50 TIF

3,312.21 TIF
550.88 TtF
327.89 TtF
170.68 TrF

2,870.04 TtF
(237.74rTtF
327.89 TtF
170.68 TrF
327.89 SG2

5,123.96 Tt8
12,642,30 TtB
2,182.70 SG2

10,409.20 TtB
5,656.93 n8
1,739.73 Tr4
2,043.76 SG2
8,126.09 TAGS

10.,t84.67 TIB
327.89 Tt4

0.00 TrB
0.00 LG2
0.00 LG2

5,370.70 TIB
2,638.10 TrF
4.265.74 SG2

882.28 TAG6
0.00 TAG6

4,102.06 Tl4
044.76 NSI

1.128.41 TrB

LDS/LGSS
LDS/LGSS
LDS/LGSS
LDS'LGSS
LDS/|-GSS
LDS/LGSS
LDS/|-GSS
LDS/LGSS
LDS/LGSS

. LDS/LGSS
LDS/LGSS
LDS/LGSS
LDS/LGSS
LDS/LGSS
LOS/LGSS
LDS'LGSS
LDS/LGSS
LDS/LGSS
LDS/LGSS
LDS/LGSS
LDS/LGSS
LDS/|-GSS
LDS/LGSS
LDS/LGSS
LDSTLGSS

LDS/LGSS
LDS'LGSS
LDS'LGSS
LOS/LGSS
LDS/LGSS
LDS/I.GSS
LOS/LGSS
LOS/LGSS
LOS/LGSS
LDS/LGSS
LDS/|-GSS
LDS/LGSS
T"DS/LGSS

I."DS/LGSS

LDS/LGSS
SGSSZSiD"SGDS2
LOS/LGSS

. SDS/LGSS
SGSS?SCOZSGDS2

. SDS/LGSS
LOS/LGSS
sDs/LGSS
SGSSZSCDZSGDS2
scssl/scDl/scDst
SDS'LGSS
SDS/LGSS
sDS/LGSS
sDS/LGSS
SDS/LGSS
sDS/LGSS
LDS/LGSS
SGSSZSCDZSGDSz
sGsszscD?scDs2
sGsszscDzscDs2
sDS/LGSS
MDS/NSS
SDS/LGSS

TIF
TIF
TIF
TIF
TIF
TIF
TIF
TIF
TIF
TIF
TIF
TIF
TIF
TIF
TIF
TIF
TIF
TIF
TIF
TIF
TIF
TIF
TIF
TIF
TIF
TIF
TIF
TIF
TIF
TIF
TIF
TIF
TIF
TIF

Tr8
TIB

TIB
Tt8
Tt4

TAGS

TIB
Tt4
TIB

TIB
TIF

TAGO

TAGO

Tt4

TIB
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37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
37
s7
37
37
37
37
37
37
37
37
37
37
37
37
37

12984233004 800800336 SGT
12984235003 400503659 SGT
12984235003 500232234 SGT
1298/,242001 400494798 SGT
1298424500't 400514975 SGT
12984246003 500416284 SGT
12584247N4 400472434 SGT
129U247004 400472433 SGT
1258/.24700/. 800800335 SGT
12984250003 400507411 SGT
12984250003 400507413 SGT
12984251001 4005074't2 SGT
1258/,252001 400472401 SGT
12984255005 400472391 SGT
't2su257002 400472388 SGT
12984257@2 500149512 SGT
12984261001 400472371 SGT
1298/,262001 400517972 SGT
't298/.264001 400472364 SGT
1298426900't 400498707 SGT
12984270006 400498095 SGT
12984271002 400490402 SGT
1298/.273001 400522508 SGT
1294275001 400472429 SGT
1298/.2760101 400511898 SGT
1258/.278001 400511635 SG2
129U275001 400472413 SG2
1298428100't 400472403 SG2
12B,u28200/2 400472402 SGT
1298428300't 40047239S SGT
125U251001 400472378 SGT
1298d,293002 400472370 SGT
12984293003 500925519 SGT
129842%001 400472374 SGT
12984296001 40M72372 SGT
1298d'29W02,f00472300 SGT
1258/.29W02 500220827 SGT
12984318001 400051028 SGT
12984318001 400472328 SGT
12984318001 400472327 SGr
12984318001 400494708 SGT
12984318001 400505362 SGT
12984318001 400507194 SGT
12984318001 400514810 SGT
12984318001 500005922 SGT
12984318001 500119649 SGT
129U321001 400472320 SGT
125U323@1 400472318 SGT
12984324001 4@472317 SG2
,t2984325001 4004723,t0 SGT
129€r'.3270o1 400472263 SGT
1298432900't 400520741 SGT
12984343004 /m0490919 SGT
129&443004 500023117 SGT
12984343004 500535850 SGT
12984346001 400526951 SGT
12984351001 400472299 SGT
12984355001 ft047?298 LG2
12984357001 400472287 SGT
1298436@01 400472272 SGT
1298436800'1,m0472209 SGT
12984378001,f00490892 SGT

4507 551553
14732 5s1511
4804't 551511

1,1599 10160

44087 10153

47469 1333025

297 10109

4339 10109

14446 10109

3215 10154

3215 10154

1510 10120
1506 10160

4293 10158
3334 10120

1496 10120

3384 10114
,f4406 10160
1477 10117

14635 10119

14526 133n72
14386 10150

44530 10105

1523 10157

44051 10157

1517 10157

3297 10104
1507 10157
3499 10119
3187 10't58
1480 10157

285 10109

48785 10109

43r'.8 10109

1483 10104
1479 10157

/ftn90 rc157
48031 .t333063

3515 1333063
3636 1333063

48033 1333063
48e77 1333063
46075 1333063
,18034 '1333003

/P032 1333063
,l{t688 1333063
3543 1333025
3632 1333025
3542 1333025
3631 1333025
4536 1333025

4520s 1333025
14417 1333003
48880 1333063
48881 1333063
44571 1333025
3527 1333025
3521 10103
3625 1333003
3506 1333063
3504 1333003

14565 1333017

TIB
Tt4
Tt4
Tt8
TAGO

TAG6
TIF
TIF
TIF
Tt8
Tt8
Tr8
TAG6
TAG6
TIF
TIF
TIF
TIB
TIB
Tt8
TIB
TIB
TIB
TIB
TIB

TAG2
TIB
Tt4
821

858
Tr4
TAG6
Tt8
Tt8
Tl8
Tt8
Tt8
Tr8
Tt8
Tt8
Tr8
Tr8
Tr8
TIB
TIF

TIG
Tt4
TIF
TIG
TIG
TIG
TIB
TIB

TIF
TIB
TIB
TA@

9.209.2 .TtB SDS/LGSS
4,687,22 TJ4 SDS/LGSS

6/,4.74 TA SDS/LGSS
5,052.78 Tt8 LOS/LGSS
2,947.61 TAG6 SGSSZSCDZSGDS2

20,771.85T4G0 SGSSZSCDZSGDS2
12,792.40 TIF LDS/LGSS
10,711.17 lF LOS/LGSS
10,829.50 TIF LDSTLGSS

5,115.03 Tl8 LDSTLGSS

5,115.03 Tt8 LDS/LGSS
18,723.94 Tt8 LDgLGSS
2,710.17 TAq6' SGSSZSCDZSGDS2
4,096.50 TAGO SGSSZSCDZSGDS2

28.10 nF LOS/LGSS
11,870.14 TtF LOgLGSS
5,204.65 TIF LDgLGSS
3.203.39 TtB SDS/LGSS
2,125.U TtS SOS/LGSS
7.870.20 Tr8 LDS/LG'SS

4,209.98 TtB SDSTLGSS

7,7il.25 TtB SDS/LGSS
4,338.27 TtB SOS/LGSS

13.872.58 TtB SDSAGSS
2,268.56 TrB SDS/LGSS
1,581.31 SG2 SGSSZSCDZSGDS2
1,202.11 SG2 SGSSZSCD'SGDS2
5,011.48 SG2 SGSS2/SCDZ.SGDS2
1,353.99 TAG2 SGSSZSCOZSGDS2
2,708.97 TtB SDS/LGSS
3,434.35 Tr4 SDS/LGSS

24544.73 821 MDSNSS
16.768.97 858 SDS/LGSS
1,212,01 Tt4 SDS/LGSS
2,598.74 TAG6 SGSS2/SCDZSGDS2
4,617.00 Tt8 LDS/LGSS

e,4n.$qr|s Los/LGss'
717.31 Tt8 LOSTLGSS

4,627.20 .TaB LDS/I_GSS

4,224.76 raB LDS/LGSS
717.31 Tr8 LOSTLGSS

717.31 TI8 LDS/LGSS
717.31 Tt8 LOS'!-GSS
717.3I TI8 LDS/LGSS
717.31 Ttti LDS/LGSS

3,470.16 Tt8 . LDSTLGSS

2,893.81 nB SDS/LGSS
32,431.00 TrF LDS/LGSS

1,613.38 SG2 SGSS2/SC6ZSGDS2
13,299.28 TtG LOS/!-GSS

1,730.75 Tr4 SDS/LGSS
29,485.39 TrF LDS/LGSS
18.898.59 TIG LOS/LGSS

717.31 Trc L"DS/LGSS

717.31 TtG U)S/LGSS
3,924.43 TtB - SDS/LGSS
5,492.43 TtB SDS/LGSS
1.321.13 LG2 SDS/LGSS

194.35 TtF LOS/LGSS
5,046.08 TtB SDS/LGSS
3.47e.30 TtB SDS/LGSS
3,002.04 TAGo SGSS2TSCDz/SGOS2
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37 12984380001 400494812 SGT
37 12984382001 400493516 SGT
37 12984392002 400472214 9GT
37 12984392002 400472233 SGT
37 12984392002 800800313 SGT
37 125U417001 400472186 SGT
37 1258r',427001 400472128 SGT
37 12984428001 400493347 SGT
37 12984433001 400474737 SGT
37 12984436001 4005't0474 SGT
37 12984438005 400517692 SGT
37 12984438005 400526273 SGT
37 1298,1438005 800800325 SGT
37 12984438005 800800326 SGT

37 1298/,4400]01 400472099 SGT
37 125U442001 400472096 SGT
37 12984443001 4@472090 SGT
37 12984445003 400472088 SG4
37 12984445004 400472089 SG4

37 12984447001 400526369 SGT
37 12984448001 400472085 SGT
37 12984450007 500793520 SGT
37 12984453004 400505585 SGT
s7 12984400001 400472005 SGT
37 1298446200't 400472001 SGT
37 12984467001 400472046 SGT
37 125U472001 400472020 SGT
37 12984475001 400472010 SGT
37 12984476001 400472014 SGT
37 129U477004 &0472012 SG2
37 1258/4n004 800800315 SG2
37 12984484006 ,100467049 SGT
37 '12984484006 400471998 SGT
37 12984484006 500151812 SGT
37 129U487Wt 4004719n SGT
37 12984490001 2100526586 SGT
37 '12984493001 400471935 SGT
37 12984497001 40471892 SGT
37 12984501001 400471867 SGT
97 12984504001 400471831 SG2
37 12984505001 400471820 SGT
37 12984507001 400471805 SGT
37 12984517001 400526829 SG2
37 1298/;624001 'f00507001 SGT
37 1298d'5280l01 ,100507730 SGT
37 12984529002 4004951e0 SGT
37 12984533001 400494422 SGT
37 12984534001 40049't763 SGT
37 12984538001 400490374 SGT
37 12984541001 40047?240 SGr
37 12984542001 4@499351 SG2
37 12984549001 400496547 SGT
37 12984561001 40472176 SGT
37 12984569008 40M72008 SGT
37 12984569008 400492606 SGT
37 12984569008 400505836 SGT
37 12984569008 4005167m SGT
37 129€/'5700p,2 400472052 SGT
37 12984584004 800800311 SGT
37 12984585004 400472035 SGT
37 12984585004 800800310 SGT
37 12984688001 ,f00471996 SGT

SOS/LGSS
SDS/LGSS
SDS/LGSS
SDS/LGSS
sDS/LGSS
sGss2/scDzsGDS2
SDS/LGSS
SDS/LGSS
sDs/LGSS
SDS/LGSS
LOS/LGSS
LOS'LGSS
LOS'LGSS
tos/Lcss
SDSAGSS
LDS/LGSS
sDS/LGSS. 
SGSSZSCD2'SGDS2
scsszscozscDs2
LDSi/LGSS

LDS/LGSS
LDS/LGSS
sos/LGSs
sDS/LGSS
SDS/LGSS
sDslLGss
sGsszscozscDs2
SDS/LGSS
SDS'LGSS
scsszscDzsGDS2
sGss2/scD2/sGDs2
sDs/LGSS
SDS/LGSS
SDS/LGSS
LDS/LGSS
Losness
scsszscD2/sGDs2
SDS/LGSS
DS/LGSS
SGSSZSCO2/SGDs2
scss?scDzscDs2
sDs/r-GSs
sGsszscD2/sGDs2
SDS/LGSS
LDS/I.GSS. MDSNSS
LDS/LGSS
sos/LGSs
sDS/LGSS
sDS/LGSS
SGSSZSCD?SGDS2
sDS/LGSS
SDS/LGSS
LDSTLGSS

LOS/rGSS
LDS/LGSS
tDS/LGSS
SDS/LGSS
SDVLGSS
sDs/LGSS
sDs,tGss
SDS'LGSS

TIB
TIB
TIB
TIB
TIB
TAG2
TIB
TIB
T]B
TIB
Tl8
Tt8
Tl8
Tt8
TIB
TIG
TIB

Tt8
Tt8
TIF
Tr4
TIB
TIB
TIB
TAGO

TIB
TIB

TIB
TIB
TIB
Tr8
TIF
TAG2
TIB
TIF

TAG2
TIB

14520 1333095
14532 1333017

3509 1333074
3649 1333074

3648 1333074
4515 1333095

3956 1333029
3950 1333032

140/-1 1333014
3863 1333029

14678 1333029
44876 1333029
3910 1333029
3917 1333029
3909 1333032

14093 1333032
3901 1333095
3896 1333032
3897 1333032
3894 1333032

3893 1333027
48080 1339027

3881 1333029
3866 1333017
3800 1333027

4248 1333017
3803 1333027
3799 1333027

3795 1$n27
3792 1333027
3793 1333027

47453 1333083
14560 1333083
47456 1333083
4335 1333077
4037 1333079
4510 1333095
4173 1333095
4155 1333095
4141 1333029
4517 1333095
4550 1333014
4111 1333029

14562 1333017
3971 13i13029

293 29080e
14521 1333027
14383 1333029
14554 1333095
4443 1333074

't4534 1333029
14438 1333095
3969 1333095
3809 1333029

47118 1333@S

47356 1333029
47028 13i|3029
38/-7 1333032

14595 133302S

w24 1333029
3825 1333029
3703 1333027

3,163.10 TtB
6,438.24 TtB
3.825.82 TtB

10.068.11 TIB
3,347.55 nB
1,971.18 TAG2

301.15 TtB
4,743.56 TtB
6.272.31 TrB

13,'t99.30 TIB
8,218.52 Tt8
5.910.79 Tl8
6,020.27 Tl8 -

7,803.46 n8-
1,833.70 TIB
6,788.34 TtG
4,730.90 TtB
4.617.68 SG4
4,749.76 SG4

18.07 Tt8.
6,582.03 Tr8

19.139.64 TtF
15,019.00 Tl4

1,150.36 TtB
8,853.30 TtB
3,361.03 irB
5,226.08 TAG6

77.96 TtB
8,044.15 TtB

600.79 SG2
14.e0 sG2
6.0€ TtB

16,59't.26 TtB
6.06 TtB

5,989.39 Tl8.
67.184.66 TtF

1,010.31 TAG2
4,124.9 rlB

11,53e.99 TtF
963.30 SG2

1,487.51 TAC'
9.445.81 TtB

197,95 SG2
4,4S6.64 TtB

18,621.19 TtF.
0.00 831

3,327.47 TtB
2,097.56 Tt4
5,547.80 TtB
2,583.06 TtB
3,168.50 SG2
7,445.55 TIB
8,717.36 TtB

19,391.81 TtF
't0,688.18 TtF
7,803.46 TtF
7,803.46 TtF
7.490.23 TtB
3,083.07 TtB

12.08 TtB
2,269,87 18
1,553.45 Tt4

TIB
TIF
831

Tt8
Tt4
TIB
TIB

TIB
TIB
TIF
TIF
TIF
TIF
TIB
TIB
TIB
TIB
Tt4
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37 12984592001 40047199r SGT
37 12984596001 400471986 SGT
37 12984597001 400471985 SGT
37 12984598001 400471984 SGT
37 12984606001 400471973 SGT
37 12984607002 400471965 SGT
37 12984611002 400471958 SGT
37 12984614001 400471948 SGT
37 1298r',622002 40047'1919 SGT
37 12984623001 /O0471918 SGT
37 12984624@3 400471915 SGT
37 12984628004 400471893 SGT
37 12984639001 /m0471826 SGT
37 1298464'f001 &0471812 SG2
s7 12984643001 400471809 SGT
37 12984045001 400471795 SGT
37 12984661001 400526647 SGT
37 12984661003 400500358 SGT
37 129846€1004 500738009 SGT
37 13237020002 500135596 SGT
37 13241895007 501021913 SGT
37 13241895007 501028115 SOT
37 13264345002 400520746 SG2
37 13266182003 400473258 SGT
37 13270887001 500153389 SGT
37 13333833001 500159224 LGl
37 13409908003 800E00444 SGT
37 13418879001 500171349 SGT
37 135038rc001 500099035 SGT
37 13000384001 500209075 SOT
37 13029199001 500199977 SGT
37 13e37222011 400472011 SGT
37 13048145002 400473252 SC2
37 13058489004 500214064 SGT
37 13658489004 500459284 SGT
37 13676826001 500220820 SGT
37 13801660001 500224592 SGT
37 13807449005 500843197 SGT
37 13814290002 400495299 SGS
37 13853322001 400473089 SGT
37 1fi74473@1 400473157 SG2
37 't3901909001 400485878 SGT
37 13909661002 500239238 SGT
37 13941005002 400479518 SG2
37 13953098002 500268352 SG4
37 13959263001 400473271 SGT
37 139684f1002 50029e548 SGT
37 1401242W4 40051€863 SG2
37 14130590002 500270't20 SGT
37 14161090002 400473124 SGS
37 14161126001 400472230 SGT
37 14172457001 500278290 SGT
37 1420U27002 400483g22 LG2
37 14209858001 400473191 SGT
37 14217110N1 400478/155 SG2
37 14238571001 500337814 SGT
37 14280523001 500327842 SGT
37 14303963001 5003914{t5 SGT
37 143',t374700,5 500338294 SGT
37 14313747@e 500323083 SGT
37 14318082003 40051920 SGT
37 143/,423W01 500212008 SGT

LDS'LGSS
SGSS2/sCDZSGDS2
SGSS2/SCD2/SGDS2
SDSAGSS
sDS/LGSS
SDS/LGSS
SDS'LGSS
sDs/t-Gss
SGSS2/SCDZSGDS2
sos/LGss
sDS/LGSS
SDS/LGSS
scsszscDzsGDs2
scsszscDzsGDs2
sDS/LGSS
SGSS2/SCDZSGDS2
SDS/LGSS
SDS/LGSS
sDS/LGSS
LDS/LGSS
LDS/LGSS
LDS/LGSS
sGsszscDzsGos2
MDSNSS
sGsszscDzscDs2
SDS/LGSS
SDS/LGSS
LDS/LGSS
SDs/LGSS
IDS/LGSS
LDS/LGSS
SDS/LGSS
SGSS?SCDZSGDS2
sDS/LGSS
sDS/LGSS
rDs/LGSS
sGsszscDzsGDs2
sGsszscDzscDs2
scssl/scD1/scDsr
sDS/LGSS

Tr8
TAG6
TAG6
TIB
TIB
Tt4
TIB
TIB
TAG6
Tr4

TIB
TIB
TA@

TIB
TAG2
Tt4
TIB
TIB
Tl8
830
830

850
TA@

Tt4
TIF
Tl4
Tt8
TIF
TIB

Tt4
Tt4
8.15

TAGO

TAGO

Tt4

Tt4
Tt4

Tt4

TIB
TAG6

TIF

TIF
Tt4
TA@
TACtO

TAG6
TIB
TIB

Tl8
TM3

3698 1333069
3754 1333017

3753 133300s
3751 1333005
3736 't333026

3728 1333027

3725 1333029
3719 1333035
3765 1333032

46/,2 1333070

3703 1333032

3080 1333029
3657 1333095

4427 1333032

4524 1$3017
3n7 1333095

45046 1333014
14057 10101

4€,592, 1333032
4638 511396

49028 3022.5

49013 302,.5
1306 1292513
1296 1252858

45693 273N4
45928 551501

289 70/mo
45520 30205
45872 1252862
46079 1333028
46000 11',12521

3790 1333027
1289 1112521

47053 1252822
47484 1252822
46101 30243
46122 1292W8
48733 10160

47969 10158
9'f 4 30225
979 70424
4254 30243

40384 1252518
774 30272

46701 511314
'f 309 12C2577

46507 511324
76'l fi272

48073 1252896
948 30205

3588 1333034

46926 273€p,4

14283 511304
f007 30225
922 30272

40961 1333007
47308 273804
47285 30260
47444 10155
48539 10155

47481 1333032

47262 1252&2

12,248.59 Tt8
1,646.10 TAG6
5,014.00 TAG6
3.433.09 TtB
7,848.80 TtB
5,086.97 Tt4
7,465.84 TIB
7,516.10 TIB
8.3tt.00 TAG6
1,627,U Tt4
6,546.35 TtB
6,166.05 TIB

321.97 TAG6
r,372.02 sG2
4.064.30 TtB

272,52 TAg2
2,1W.07 Tt4

23,195.59 TtB
24,247.50 TtB
39.672.24 Tl8
33.542.40 830
33,542.40 830
3,173.68 SG2
5,950.00 850
4.602.89 TAG6
6.394.31 LG1

2,1W.25 Tt4
17.353.82 TIF
11,613.92 Tt4
20,132.4e Tt8
41,2't8.18 TtF
2,800.97 TtB

24,071.02 SC2
6,113.49 n4
5,248.14 Tt4

27,315.24 846
17.889.42 TAG6
18,037.9s TAG6
2,860.92 SGS
5,076.33 Tr4

431.84 SG2
r,879.32 Tr4
6,129.30 Tt4
1,041.00 sG2
2,164.21 SG4

12,519.67 Tl8
229,989.90 TM3

1,955.21 SG2
2,8@.24 Tt4
1,320.90 SGS
6.881.34 TtB
9.112.62 TAG6
7.594.01 LG2
9.468.16 TtF
1,504.84 SG2
(820.17) TrF

4,129.89 Tt4
12,719.37 TAG6
12,693.66 TAG€
4,383.45 TAG6

10.445.94 TIB
11.414.42 TtB

sosi/Lcss
sos/LGSs
SGSSZSCDZSGDS2
sGss2/sco?scDs2
LDS/LGSS
MOS/NSS

scsszscDzsGDS2
SDS/LGSS
scssl/scDlrscDsl
SDS'LGSS
sGsszscDzsGDs2
SDS/LGSS
LDS/LGSS
SGSSZSCDZSGDS2
LDS/|-GSS ,

SDS/LGSS 
'

sGss?scDzscDS2
sGss?scozscDS2
sGsszscDzscDs2
SDS/LGSS
sDs,l-Gss
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37 14351364003 500354179 SGT
37 14i'51304003 500371709 SGT
37 14351364003 500090713 SGT
37 14{t09089002 400516841 SG2
37 14381641008 500714270 SGT
37 14436898001 400473532 SGT
37 14471914001 400526500 SGT
37 14/,9278900,2 5009€5975 LG3
37 14529317003 400472035 SGT
37 14529317003 800800373 SGT
37 14557113003 500054098 SGT
37 14623990006 400526769 SG2
37 14060081003 400472559 SG2
37 14688568001 /m0473247 SGS
37 147382170V2 400473525 SG4
37 148€0718003 400473280 SGT
37 14883214001 400472867 SG2
37 14906919001 400472894 SG3
37 14930906001 400472018 SGT
37 't4930906002 4004720't7 SGT
37 14958276003 500543371 SGT
37 14962898001 400504012 SGT
37 14902907005 400500030 SGS
37 14997023001 40U72421 SGT
37 15034438001 800800392 SGT
37 15060779001 400526542 SGT
37 15077205001 400487433 SGT
37 15096104001 500587558 SGT
37 't5096104002 501033623 SGT
37 15096113001 500587559 SGT
37 15103066003 400520790 SGS
37 15107817004 500136220 SG4
37 15119066001 400472700 SG2
37 15128021004 400472542 SGT
37 15128021004 800800382 SGT
37 't5128021004 800800383 SGT
37 15171839005 400472256 SGT
37 15190290003 500990795 SGT
37 15246090003 400478147 SG2
37 't5285794001 400520146 SGT
37 15285794005 400472715 SG2
37 15310256001 400477241 SGT
37 15320799002 400514006 SG4
37 15380130001 400500097 SGT
37 15386979001 400472009 SGT
37 15399043001 400/.73272 SG4
37 't5409498002 400472801 SG2
37 15410029001 400524934 SG4
37 15410029003 400526421 SG2
97 15514483001 400473294 SGS
37 15514517001 500607489 SGT
37 't5542189007 400484040 SG2
37 15542189008 50@49435 SGS

37 1561427@01 600732771 SGT
37 15032006001 500494320 SGT
37 15641400003 400502082 SG4
37 15674018001 500648810 SGT
37 15087805001 400495897 LGl
37 15772207001 400510842 SGT
37 15804397001 500153120 SGT
37 15830301007 ,m0476065 SGT
37 15878297001 500760884 SGT

806
806
806

Tt4
TAG6
TIF

840

840
Tt4

Tt4

TIB
TIB
TIB
TAG6

Tt4
TA@
TIB
TAGO

809
809
833

Tt4
TIB

TIF

TAG6
Tt8
Tt4
TAG6

TIB
TIB
TIB
Tt4
NB

47333 591705
47605 591705
49040 591705

671 30272
48796 10119
3380 832206
3908 1333032

49158 1112521
1139 1252856

1424A 1252856
48084 551501

4505 1333095
1077 30202
1286 1252858
s2't 832200

1313 5113't4
742 7321%

3313 30260
3801 1333027
3800 1333027

35106 1112506
4067 10104
3454 190613

349't 10157
1131 30298

,18868 1252N5
14445 1333095

478/'2 732195
49045 732195
47U3 752195
148if5 10103
1438 511314
1198 30243
3278 30243
3279 30243
3280 30243
36/.2 1333074

48924 511314
1122 1252821

47452 1252807
1152 1252829
3990 1333017
454,0 1252822

14060 10119
3788 1333027

1310 1292513
686 30225

1466 511314
1368 511314
1325 1112521

485',t4 551504
4C239 1252829
49240 1252822
48501 30223
48533 1112512
46814 1333017
48541 273ffi1

754 732',t95

778 70409
45642 7U7g

802 30209
48455 1333007

(9,801.1'r) 806
10,935.22 806
6,003.16 806
1,557.14 SG2
1.125.17 Tt4

905.87 TAG6
30.494.23 TtF
20.695.18 tc3
21.815.82 840
13,412,22 U0
30.701.18 Tt4
2.153.02 Sc2
2.911.95 SG2
6,713.97 SGS
5.915.22 SG4
3.298.88 Tt4
2,101.78 SG2
6.641.74 SG3
1.221.69 TtB-

183.89 TtB
7,962.84 TtB
1,319.79 TAc6
1,183.70 SGS
3,324.12 rl4

630.15 TAG6
14,168.94 TtB
4,352.73 TAG6
7.181.59 809

44,763.53 809
46,161.00 833
5.904.85 SGS'
1,652,12 SG4
1,563.83 SG2
4,371.86 TtB
6,552.49 TIB
6.552.49 TtB

279.49 Tt4 -.

21,953.37 TtB
10,996.30 SG2

398.38 TtB
1,416.e7 SG2

60.31 TrB
0.00 sG4

1,'t25.17 TtB
5.065.69 TtB
1,878.81 SG4
1,621.75 SG2
2,137.32 SG4
5,237.34 SG2
1,293.77 SGS

37,240.01 Tr8
16,540.14 SG2
6,113.49 SGS
6,802.42 Tt4

11,191.32 TtB
6,438.24 SG4

99,366.00 TtF
1.702.73 LGl
2.886.58 TAc6

12,382,25 Tt0
2,082,57 Tt4

01.122.20 TAe6

sDsi/LGss
sDS/LGSS
sDsn_Gss
SGSSz/SCDZSGDS2
SDSAGSS
SGSS2/SCDZSGDS2
LDS/LGSS
rDs/r-Gss
LDS/LGSS
LDS/LGSS
sos/LGss
SGSSZSCDZSGDS2
scss2/scDzsGDs2
scssl/scDl/sGDsl
scss?scDzsc0s2
SDSAGSS
scss2lscDzscDs2
scssl/scDl/sGDsl
SDS/LGSS
sDS/LGSS
SDS/LGSS
scsszscD2/sGDs2
scssl/scDl/sGDsl
SDS/LGSS
scsszscDzscDs2
SDSAGSS
sGsszscD?sGDs2
LDSAGSS
LOS/LGSS
LDS/LGSS

scssr/scDliscDsr
SGSSZSCD2/SGDS2
SGSSZSCD?S@S2
SDS/LGSS
sDs/LGSS
sDS/LGSS
sDS/LGSS
sDs/rcss
scsszscDzsGDs2
sDs/tcss
sGsszscDzscDs2
sDS/LGSS
sGsszscDzsGDS2
SDS/LGSS
SDS/LGSS
sGsszscDzsGDs2
scsszscD?scos2
sGsszscD2/scDs2
sGsszscD2/s@s2
scssl/scDl/scDsl
LDS/LGSS
sGss2/scozsGDs2
scssl/scol/SGDSl
SDS/LGSS
SDSAGSS
sGsszscD2rsGDs2
tDS/LGSS
sDsn-Gss
SGSSZSCD2/SGDS2
LDS/LGSS
sos/Lcss
sGsszscozsGDS2

TIB

TIB

TIB
TIB

Tt8
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37 15897246001 500635532 SGT
37 15932079001 500755822 SGT
37 10032404001 400493513 SG2
37 16080397001 400520923 SG2
37 16083526003 400472735 SG2
37 16095038001 400517428 SGS
37 16195289003 400472627 SGT
37 16211690001 400522880 SGT
37 16226888005 400288865 SGT
37 10226888005 400289580 SGT
37 10226888005 400473253 SGT
37 16251355005 800800440 SGT
37 10200505001 400518893 SGT
37 163't4259001 500845588 SGT
37 163't086"2001 400489632 SGT
37 16343494001 400473488 SGS
37 16354507001 400485000 SG2
37 10450594001 4005267't9 SGT
37 16492890001 400472901 SG2
37 16512325001 400473207 SGS
37 10512328001 /100479318 SG2
97 16618611001 40050934't SGT
37 16630957002 400520998 SGT
37 16640013004 4@472720 SG2
37 168044,14002 500146391 SGT
37 16804444008 500175309 SGT
37 16869463001 400473318 LG2
37 10894098002 500939482 SGT
37 16894098004 501057529 SGT
37 10919869001 500215263 SGT
37 16920048001 500959190 SGT
37 ',16921777003 500191867 SGT
37 16933818003 400472432 SGS
37 17000719006 400490375 SG2
37 170010116003 400472146 SG2
37 17037446001 500962806 SGT
37 17049920001 400499613 SGT
37 17045C20W2 800800404 SG2
37 170/'9g29p0/2 8008003S0 SG2
37 17097990001 400473352 SGS
37 1712054in05 400471994 SGT
37 1712U27001 400526860 SGz
37 17149672@1 400526591 SGT
37 17184483002 500193058 SGT
37 17187387006 400471902 SGT
37 17230495003 400479417 SG2
37 fi244ef.m02 400500238 SGT
97 17287257004 500966808 SGT
37 17257010001 400474558 SGT
37 173296't4003 500162630 SGT

37 1732961,f003 500162631 SGT
37 173742W002 400473323 LG1

37 fl3n970w1 501025433 SGT

37 1709498001 501027922 SGT
37 17420750W1 400504904 SGS
37 17432474W3 400472075 SGT
37 17439660001 ,f00471850 SGT
37 174119660003 800800314 SGT
37 17146677006 ,|00498963 SGT
37 17451537002 400473024 SG2
s7 17480118001 501043830 SG4
s7 17609433003 601049208 SGT

SDS/LGSS
LDS/LGSS
sGsszscDzs@s2
SGSS?SCDZSGDS2
SGSSZSCD2/SGDS2
scsst/scol/sGDst
scss2/scDzsGDs2
sGsszscD"scDs2
SDS/LGSS
SOSAGSS
sos/LGss
sGSSl/SCO1/SGDSI
LOS/LGSS
SGSSl/SCDI/SGDSl
SDS/LGSS
scssl/scDl/scDSl
SGSS2/SCOZSGDS2
SDSTIGSS
SGSSZSCDZSGDS2
scsst/scD1/scosl
SGSSz/SCDZSGDS2
sos/Lcss
LDS/LGSS
sGsszscozsGDs2
LDS/I.GSS
sDs/r-Gss
SDS,LGSS
SDS/LGSS
SDS/tGSS
SDS/LGSS
sDS/LGSS
SDS/LGSS
SGSSl/SCO1/SGDS1
scss2/scD2/sGDS2
sGsszscDzscDs2
SDS'LGSS
SDS/LGSS
SGSSZSCDZSGD52
SGSS2'SCDZSGDS2
scsslrscDlrscosl
SDS/LGSS
scssi/scDzscDs2
SGSS2'SCDZSGDS2
SDS'LGSS
LDS/LGSS
sGsszsco?scos2
TDS/LGSS
sDS/LGSS
sDS/LGSS
LDS/LGSS
LDS/LGSS
SDS'LGSS
sDS/LGSS
SDS/I.GSS
scssl/scDl/scDsl
scss2/scD2/SGDS2
SDS/LGSS
sGsszscDzscDs2

. LDS/LGSS
sGsszscDzsGDs2
SGSSZSCDz/SGDS2
LDS/LGSS

TIB
Tt8

TAG6
TAGO

TIB
TIB
TIB
TAGS

Tt8
TAGS

TIB

TIB

48054 1333004

48661 511311

3428 1112521

44426 190633

1224 30243
3385 190028

113/. 30276
'f 081 30243

46395 1252977
46393 1292977
1290 1292977

14268 70422
934 70495

48728 1333032

48727 10103

031 832202
4273 1333014

48743 1333@3
773 70478
4342 30272
4333 30n2

14449 1333032

14788 70470
1212 30287
801 70,195

49139 70,|{10

13/'7 511311

49112 1333035
49129 1333035
46787 1333095
48797 5't1395
45616 273806

292 1333003
14550 1333027

3980 1333017
4p,814 511300
't126 30268
3463 30268
3,f58 30268
4547 1252858
3701 1333@7
1250 30243
799 732153

45604 732195
4179 1333032
888 30225

14rn3 1333032
4W42 10119
14055 133it035
44e42 1333027
440/.2 1333027
1351 5t1314

48841 190620
49021 1333095
14778 1333017
3879 1333V27

4149 1333035
4269 1333035

14518 10160

862 30272
/19030 27821
49070 511300

10,255.49 TtB
11,097.65 Tt8
1,47't.35 SG2
'1,001.72 sG2
1.825.77 SG2'
3,808.07 SGS
3,730.41 TAG6
1.018.27 TA@
1.878.55 TtB
1,878.55 TIB

16,200.79 TtB
8.844.56 TAGS

1,533.51 Tl8
22,654.42 TAAS
23,457.97 nB
4.454.65 SGS
3.108.54 SG2

23,887.49 TtB
1,571.94 SG2

991.08 SGS
1.468.09 SG2
2.400.60 TtB

33.446.59 803
1,103.71 SG2

10,233.82 Tt8
11,223.75 -|,tB

8,455.09 LG2
2,040.95 TtB
2,040.95 Tl4

1't,390.49 'l-tB

11.994.70 TIB
3,450.40 TtB

0.00 scs
1.701.93 SG2

298.01 SG2
18,913.52 TtB
't,919.39 TIB

0.00 sGz
0.00 scz

1,965.53 SGS
5,045.15 Tt4

888.44 SG2
1,805.44 TAG6
2,191.46 TtB
6,032.40 Tt8
1,962.15 SG2

16.461.97 TtH
1;t25,17 Ttg
8.795.26 Tr4

16.654.66 868
16,654.66 868
9,043.84 LGl

24,015.97 rB
14.905.43 TtB
2,579.81 SGS
1,428.34 TAG6

290.07 Tl4
2,580.90 TAG2
5,301.20 Tl8
1,619.38 SG2
5,529.58 SG4

21.499.07 Tt8

TIB
803

TIB
Tt4
TIB
TIB
TIB

Tt8
TIB

TIB
TIB

Tt4

TAG6
TIB
Tt8

TIH
TIB
Tt4
868
868

NB
TIB

TAGO

Tt4
TAG2
Tt8

Tt8
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37 1751586e004 501043874 SG2
37 17515866005 501043873 SG2
37 17520364002 501043872 SG2
37 17556648001 500988325 LG1

37 17592775005 500935239 SG2
37 17613477001 501040193 SG2
37 17653039001 40472681 SG2
37 17662964001 400472829 SGT
37 17692241009 501080986 SGT
37 17697569001 400495886 SGT
37 1776638600't 501049150 SGT
37 18505018001 400473396 SG2
37 18540737001 500487109 SGS
37 1855305@01 500204877 SGT
37 't8660393001 501083309 SG2
37 18703892001 400505131 SGT
37 1877690500't 400472097 SGT
37 18785500001 400474982 SG2
37 18792004002 501099066 SGT
37 18801361001 400472893 SG2
37 1883611000't 400473205 SGT
37 18862s16001 400506475 SGr
37 18876998001 400498570 SG4
37 18885421001 500376080 SGT
37 18897692003 40047240S SGT
37 18917876001 400474751 SGT
37 18929586001 400526210 SGT
37 18938679001 500744795 SGT
37 18941652003 400473297 SGS
37 18973174002 400526191 SGT
37 18985473001 501047288 SGT
37 19022293001 40047323't SG2
37 19022293005 500132845 SG2
37 19046540001 400508038 SGT
s7 19074397001 501115733 SGT
37 19075101001 400473322 SGS
37 19084905001 500758287 SG2
37 19114953001 500088577 SGT
37 19117144005 501102841 SGT
37 19117144005 501104644 SGT
37 19179996001 400472978 SGT
37 19188658001 400472929 LG2
37 19193822001 501050977 SGT
37 1S195813001 400472866 SG2
37 1919830200't 400472903 SG2
37 1921U39003 500791830 SGT
s7 19234486001 400472905 SC2
37 19252407003 800800378 SGT
37 19261707001 400475636 SGT
37 19297438001 400493386 SGT
37 19336400001 400501188 SGT
37 19430896001 501122180 SGT
37 19431194001 40047317r SGT
37 19441257@1 500095990 SG2
37 19d,43€/.20o1 400472814 SGT
37 19447200001 400472448 LGl
37 19447200003 500153394 LGI
37 19457137001 400473264 LGI
37 19510781001 400500023 SG2
37 19531001001 400526383 LGI
s7 19592009001 501155646 LG2

37 10623332001 400472345 SG2

SGSS?SCO2/SGDS2
SGSSZSCDZSGDS2
sGss2/scDzscDs2
sDS/LGSS
scss?scDzsGDs2
sGsszscDzscDs2
scss2/scD2/sGDs2
SDS/LGSS
SDS/LGSS
SDS/LGSS
SDSAGSS
scss?scD2rscDS2
scssl/scDt/scDsl
SGSS2/SCD2/SGDS2
SGSS2/SCDZSGDS2
tDS/LGSS
LDS/LGSS
SGSS2/SCDZSGDS2
scss2/scD?sGDs2
sGsszscD?sGDs2
SDS/LGSS
SOS/LGSS
sGsszscDzscos2
sDS/LGSS
sDs/Lcss
SDS/LGSS
SGSSZSCDZSGDS2
MDS/NSS
scssr/scD1/sGDs1
tDs/rcss
sDS/LGSS
SGSSZSCDZSGDS2
sGSS2/SCDZSGDS2
sDS/LGSS
LDS/LGSS
SGSSI/SCD1/SGDSI
sGssz/scDzscDs2
sGss?scDzscDs2
tDS/LGSS
LDS/TGSS
LDS/LGSS
SDS/LGSS.
SGSSZSCDZSGDS2

. scsszscD?scDs2
sGsszscD2/sGDs2
SDS/LGSS
sGss2/scDzscDs2
scsszscDzscos2
SDS/LGSS
LDS/LGSS

SGSSZSCDZSGDS2
sDs/LGSS
SDS/LGSS
sGss?scDzsGDs2
SDS/LGSS
sDS/LGSS
sDS/LGSS
sDs/t-css
SGSSZSCD2/SGDS2
sDS/LGSS

. SDS/LGSS
sGsszscDzscDS2

856
TIB
Tr4
TIB

TAGO

490s3 30224
49052 30224
49054 30224
4901e n52829
49241 1252828
49048 832255
1108 30243
711 30252

4S3o2 1333017
14620 1333095
49088 1333014
3248 1252514

47705 1292909
48298 30272
40519 1252820

689 70477
3907 1333014
748 732155

49244 1333035

4537 190613

1018 732111
1050 1252800

1459,4- 310911

49150 10119
1612 10160
4509 30n3
723 30272

49242 1252851

1332 511318
44761 190613

49243 1333036

4575 511316
4575 511316

1/rc64 1333017
492A6 1333017
u21 1292916

49126 1333017
48544 511312
49282 732108
49270 732108

828 50272
797 50225

49272 10103
741 70470

775 732195
49025 30201

777 752153
849 3023/.
793 30223

14458 1333025
45009 1333032

4929€ 7M12
989 70461

46960 1333017
697 70403

4581 273851
4581 275851
1303 511314
4657 190013

1012 30225
49311 1292W
3562 1333063

1.718.88 SG2
1.718.88 SG2
1,718.88 .SG2

16.540.14 LGI
2,221.29 gG2'

17.028.50 SG2
1,885.74 SG2

10,025.40 856
76,979.41 TtB
4,204.43 Tt4

37,024.94 TtB
1,663.84 SGz

37.052.17 SGS
5.399.51 TAG6

22,691.51 SG2
23,230.13 TtF
5.698.72 TrF
1,700.15 SG2

15,923.45 TAGo
1,470.90 SG2
3,880.29 TtB

869.86 TIB
7,789.73 SG4

10,954.88 TIB
3,247.68 TrB
3,241.16 Tt4
2,110.05 TAG6

29,2U.53 872
3.863.92 SGS

81,514.47 873
,l{t0.56 TIB

1,956.84 SG2
1,950.84 SG2
1.758.34 TrB
1,210.31 Tt8

10,041.93 SGS
6,438.24 SG2
1,115.13 TAG6

0.00 Tr8
44,938.18 Tt8
21,799.23 TIG

677.14 LGz
11,227.06 TAGo
12,018.67 SG2
0,051.86 SGz

0.00 TtB
1,248.09 SC2
2,908.76 TAG6
3,580.35 TIB
7,246.78 TIF
7,478.06 TAG2

t1,219.30 -TtB

20,862.41 TtB
6,408.85 SG2
8,08i.85 TtB
1,817.71 LG'l
1.817.71 LGl
1,557.22 LGI
2,115.02 SG2

11.019.73 LG1

23,792.01 LOz
7.786.78 SGz

TIF
TIF

TAG6

TIB
TIB

TIB
TIB
Tt4
TAG6
872

873
TIB

TIB
Tl8

TAGO

Tt8
Tr8
TIG

TAG6

TIB

TAG6
TIB
TIF

TAG2
TIB
TIB

TIB
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37 19628523001 800800406 SGT TAG6 14727 30268 0.00 TAG6 SGSSZSCDZSGDS2
37 19643824001 400473062 SG2 891 732195 3,376.52 SG2 SGSSZSCDZSGDS2
37 1968209S001 500296730 SGT TIB 46707 51't304 15,095.42 TtB SDS/LGSS

37 19690771001 400054367 SGT TAG6 47475 1333025 25,691.99 TAG6 SGSSZSCD2/SGDS2

37 1970163800't 400525221 SGS 44523 30209 8,165.03 SGS SOSS'|/SCDI/SGDSI
37 19705889001 400472211 SGT TtB 3044 1333074 5,364.81 TtB SDS/LGSS

37 19791817001 500175440 LG3 45528 70452 16.374.90 LG3 LDS/LGSS

37 19817405001 4@472437 tG2 3304 t0104 11,234.53 LG2 SDS/LGSS
Total

Totalge$ esrsell
RSSnTg 0.00 0.000o/o

sc9Strscrl|rscost 206,780.35 4.0087o

9GSSZSCDZSGDS2 950,346.90 18.42Uo
st srLcss 4131,015.53 41,312Yo

LDS/LGSS 1.870.805.34 36.2580/o

TOTAL BEFORE MDgTNSS 5,159J54,12 100.000%

tttDsrNss 373.935.42

TOTAL 5,53:t,689.54



LINE

N9.
I
2
3
4
5
6
7
I
9
10
11

12

13

14

EXHIBIT MPB.2
ALLOC 18

COLUITIBIA GAS OF PENNSYAVANIA INC.
DEVELOP'IIENT OF ALOCANON FACTOR 18

OTHER DISTRIBUTION O& T EXPENSE

ACCT.
NO. ACCOUNT TOTAL RSS/RDS SGSSIISCDI/SGDSI SGSSZSCDZSGDS2 SDSAGSS LDS/LGSS MLDS

E71.00 LOAD DISPATCHING 190,090 147,7% 17,605 14,997 7.879 7,765 49
874.00 MATNS &SERV|CES 16,@7,292 13,395,320 1,448,097 1,031.579 516.0€ 5q2,863 3,380

875.00 M & R- GENERAL 462159 3s2.103 41,92 35,728 18,770 18.s00 117

876.00 M & R - TNDUSTRIAL 295,774 - 11.855 54.488 12.'190 107,242

878.00 METERS & HOUSE REGUr-ATORS zW,529 2,028,5C2 118,369 466,786 23,801 6,611 370

879.00 CUSTOMER INSTALIATIONS 6.208,923 5,608.137 457,99 96,176 12,853 4,.rc8

886.00 STRUCTURESAND TMPROVEMEN 162094 125,s1 15,002 12,779 6,714 6,617 42
887.00 MATNS 't5,793,23s 11,903,519 1,417,917 1207,867 634,572 923,412 3,94{l

889.00 M & R - GENEML 967,327 72q0U 86,847 73.981 38,867 38,306 242

@0.00 M & R - fNDUSTRIAL 't7E.953 - 7,172 32,967 73,929 04,E85

892.00 SERVTCES 4,367.301 3.965,815 321.695 67,650 9,040 3,101

893.00 METERS & HOUSE REGUT-ATORS 269,059 206,393 12.043 47,492 2,422 673 38

TOTAL 4,452,726 38,492,697

ALOCATOR*|8 100.fiX)7o 79.444%

3,955.892 3.142,89 1,467,080 1.386.382

8.1640/o 6.4860/o 3.O28o/o 2.81o/o

8,185

O.O17o/o



EXHIBIT MPB.2
ALLOC,I9

GOLUiIBIA GAS OF PENNSYLVAT{I{ tNC.
DB/ELOPIIEI.IT OF ALLOCATION FACTOR 19

O & il E(CLUDING GAS PURCIIASED COST, UNCOTLECNBLES, USP COSTS & A A G

LINE ACCT.

NO" N0.
1

2
3
4

TOTAL

't25,4/,0,U1
64,136.331
27,579,4il
12,639,506

698,570

230,494,2V2

124:t3/.,259
4,V23,302

34it,733
1,0$,a28

10,307,864
10,781,262

1fi,W,248

79,it49,991

100.0007o

RSS/RDS
91,145,41
50,952,381
25.866.080
12.475,511

G6,914
181,076,327

90.195,150
3,761.667

g8t,626

10,307,8An
10,781,262

116,010,5@

65.065.758

81.486%

sps/Lcss
2,77',\,119
1,941,980

170,872
2. 1

880

20.940.844 4.8a7,192

$,218,817 2,742,9',t1
132.568
16,3@ 156.715
46.698

ACCOUNT
TOTAL PURCH GAS & UNDERGROUND STOMGE
TOTAL DTSTRTBI,T|ON OAM Pl
TOTAL CUSTOMER ACCOUNTS [31

TOTAL CUSTOMER SERVTCE & TNFORMAION [41

TOTALSALES [5J

TOTAL
LESS:

GAS PURCI-|ASED COST 16l

904.00 uN@LtEcTtBLE$DtS REVENUE m
904.00 UN@LTEoTTBLES€MB/GTS REVENUE [81

904.00 UN@LLECTTBLES-UNBUNDLED GAS [91

904.00 DTRECT USP UNCpLT.ECIBLES [101

908.00 DTRECT USPruURP/HEEP [111

TOTAL

TOTAL

ALLOCATORflg

scssl /sco1 /sGDSr scsszscpzscps2
14601.914
5,236,n2
1,012,78

1U,927

16,387,989
4,159.727

356.949
26.%4

U)SAGSS
229,043

r,835.090
157,846

4G'
154

MLOS
274,835

10,851
't4,919

23
145

6

7
8
9
10
11

12

13

14

15

@,723 9,885

21,066.655

14,47E,53E

129,068
581

42,5U

2,222,542 300,643

226J07 272,136

155,374 14,695

14.650,690

6.415,9e1

8.03s%

16,414,/151 2,899,626

4.526,393 1,987.567

382,081 286,831

1,840,4@ 13,812

2.&5o/o O.O17o/o



dartFB2
Al,t oc20

coillta ors oFPEnd8tlu ANc.
DEVEtOFtGinOFrttOCATtr FrcroRzo

AIOCAIEDCOSTOFAERVEE FA6€I
CI'STOMER/DEMAND WITNESS: M. BALMERT

TGlCo.r

I TotalOompny-AvcrageUnltOoctdXalns

2
3 @ SAe Ke!

Di eciAsggnrn€nfffi Ouanlitv {F6taoel Amomt

,f CASTIRON
5 CAST IRON

6 CAST IRON
7 CAST IRON
I cAsrRoN
9 CAST IRON

t0 PL sTtc
11 P|lSnC
12 P|lSnC
13 P|-AST|C
14 PI-AST|C
15 PllSnC
16 PttsT|c
17 PIAST|C
18 STEEL.I9 STEEL
M STEEL
21 STEEI
2, STEEL
A SfrEEL
24 SIEEL
?5 STEEL
26 STEEL
77 STEEL
28 STEEL
n srEEt
30 STEEL
3I STEEL
C2 STEEL
3 STEEL
U STEEL
35 STEEL
36 SfEEL
37 STEEL
3E STEEL
3S STEEL
40 STEEL
41 STEEL
12 STEEL
4:I STEEL
4 STEEL
4T' STEEL
45 srEEl
17 STEEL
€ STEEL
49 WROUG}ITIRON
50 wRorjcnrnoN

I OqSTIRON3'
4' CASTIRON4'
d cAsTlRoN6'
a cA,sTlRoNS.
10' cAsTlRoNlo'
17 CASTIRONI2'

PtJAsTrc 1'
1-1/8' Pr-AIiTtC 1-1A'
tllq PLASTIC 1-114'

z Pt-AsTtc?
g PtlsTtc3

e Pt-AsTrc 6.

iliT STEELI/?
EC STEEL3/4'

STEEL 1'
1-114' STEELT-llt'
1-1ti| STEELI-1/2'
? STEET?
2-1tZ STEEL2-lP
r STEELS'
:g.1t€ STEELSI/4'
u1fir srEEL9l/2'

+1fir STEEL4-1/?
47tt STEEL+7A'
A STEEL'
s.3n6' srEEL5.3n6'
&114' STEELt't/4'
,1TT STEEL$1/T
5.54' SIEEL$s'B'

q.^1t{ sTEELel/4'
6€/8' SGEL6€/r
7€E STEELT€/8'
8' STEELS'
vu1' sTEE-8-1rf
8€r8' STEELS€A'
96/A STEEL9€,8'
l(r STEELIf
1? STEELI?
1A STEEL14'
16' STEEL16'
U STEEI2O'
? WROUGHTIRONT
S WROUGHTIRONtr

Aosrd

9&
266265
80,873
66268
8.506

58,051

133.100

5,71X)

4179,O25
135,9!9.936
n,626,84

24s,379.171
150.581"221

r@,324,662
8

13.286

104.463
767.171

.r2,618

9,150.881
3,178

2B88'6E2
3,764

n318
4841.1€

24,09
18,898

51,374
37,805

g
343

2,O8
31,564,756

5,811
694540
12,24

,15.,181,057

z4E
361.8o4

7.380
21.@.932
9,137252

5.167
17576,276
6880,O2:2

25,21
2999

- 8,799
. ,t(2,696

- 30,.146

' 13'471
- 4m2
- 867
- 30,28tt
- 1.402
- 387.698
- 9.8it1.105
- 2.268,335

58.818 5861.719
20,688 2,2fi,99

- 1,12,t.66s
3

7,1U
41.334

28.2,941
11,C45

3,460.165
4,74

1,017,906

6fi1
8.'r38

5,381206
1,458

r3867
.|6,453

19,365
62'l
85

21,67
3,308.44it

18.1E8
110.652

2,336
't.631.542

a2
8'23,2
1,269

758,E97

42,,45
460

w,o22
34,198
31.t!59
3{,892

8.799
r02,696
33,446
13471
2,fr2

867
g).285

1,&2
387.698

9.8:t1.105
2268335
5$62F27
2,90B5/.
1.12t.665

3
7JA4

41334
%2'911

11.4{t6

3,461.005
4:710

1.017,@6
6tt3

8,138
i386.015

1.458
.r3,967

46,546
19365

621
29/5

21,67
3.340.548

18,188
110,652

2,336
1,631,il2

a2
a,&l
1269

758.897
42),$5

rl50

9,o2,
34.198
3't.3s9
54.892

840

4,809

9:r

17,105

.r.!

26.695

41

tn,o:

9,2txt
266,265
80.873
66,2E8

8.506
58,051

133.100

5,rcS
4179.025

135,539,936

27,626,828
2453rn3s3
150,560.S!3
1@A24,62

2A
13.286

104.460
767,174

12618
9,146,531

3,178
2.988,692

3JU
27,318

23,914,4Si
24,@4
18,898

51.318
37,805u

343
z4w

31,438,331
5.811

694,540
1224

45.{81,0'/
24?9

361.804
7,380

21,989,912
{,137,252

5,167
17,576,276
6,960.022

25,521
7,9S9

808
64{t

Alocable Pipe Average
Cost oer Fmt

1.06

2.59
2.42
4.92
3.86

86.96
4.39
4.O7

5.62
13.79
12.18

41.15
6.74
%8
77.74

1.87
253
2,71
1.10
zu
0.67
zu
5.76
3.36
1.4

1653
1.35
1.1 1

1.94i

0.56
1.16
1.05
9.52
o.&t
62It
s.8

n.E8
8.61

43.95
5.82

28.U
71.33
1i.48
5326

2!E.62
0.81
0.15
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DDATFIE|{I OFAITOC nON FAdTOR2o

ALcaT@codrotaERvtcE P&2
CUSTOMER/DEtvtAND WINESS: M.B,qWERT

2
3

1 Totd Confony - Av€lloe Unlt Cctotf,.lr! (Cont)

Kind sia

4 WROUGIITIRON
5 WROUGTITIRON
6 WROUGHTIRON
7 WROUGHTIRON
8 WROI'GHTIRON
I WRoUGHTTRON

10 To|al Plp€
11 OTHERNOJ$PIPE

12 TotalAeount3To

Ke{

6' WROUGHTIRONo'
G5/8' WROUGHTIRON6€A'
r WROUGHTIRONA
10' wRot GHT |RON lf
1I WROUGHT IRON 1?

71,35't 4,358
74,gdz 2g
1,62 151

156.6O.t 2311
69.135 683

7'r,351 4.8i8
74.92 2il
1,62, 't51

156.604 2311
69,435 683
9,12, 5,7i11

g,6t,7u 861.93tt226
240,726833

1,102.664159

Tat la.mMtu ni.siA*idtunt ALEbhPim Affi

@@cogocrFlo
0.06
0.00
0.q,
0.0'l
0.01

9.12
30,€2,00,1 |d6'2172,28

2.10.846.385

1,103,018,560

0.63

21.U238,908
119.403

35'6,401



6dmtat&2
AIL'].2,

@l('.a GrS OF PA!,6'|w t'rA i6.
oE\/E.oPi,|Et{t oF lltoc no{FlctoR,

F6TtE rWeVE tF(n€ Ei@ lta,vEGR$.2015
II.IOGATEOCGIGSER/ICE PIGE3
oJgrolcnDaurlD rfin€s$ r|.BAllERr

I rcdcrtF .rtu*.tCl-r.rr
2
3 lisl Sip Key Ouenliiy

31,301

69,551
8,614

2.€nx,
8.8!B

716
t60,o9it

T7

@
30.1.013

Arrerags
UnltCGt

2E.U
71.ff)
5326
2.U
4.4
9.52

27.98
1.10
2.91

aosd

w47n.u
4.961,07?.83
1,5n,241.64

7,494.96
39,30732
6,816.32

4,463,392.84
u.m

aga.eo
11860,980.3r

4 STEEL
5 STEEL
6 STEEL
7 STEEL
8 STEEL
9 STEEL
10 STEEL
1.I STEEL
12 STEEL
13 Totsl

10' sTEELlo'
1? STEEL1Z
16' STEEL16'
7 STEEL?
1' STEEL4!
6' STEEL6T

STEEL8.
1-1E STEELl-1/2'
r STEELT



Edalll/?Ba
a!-oc20

colrrrr|^ o^5 0F ig'r6!lvr{A l!c.
El/E-eiEr|l oF xtocrtioN FrcroR 20

----.---------._
CUSTOi,IER/DEMAND WITNESS: M. BALMERT

1 Tot lConrpany-DfufihnbnLorePtsutlldm

2
3 Kind sr Key

4 casrrRoN
5 CAST IRON
6 CAST IRON
7 cAstlRoN
8 CAST IRON
S CAST IRON
10 PLASTIC
11 PllSnC
12 P|-AST|C
13 PtASnC
14 Pl^SnC
15 Pl-Asnc
16 PlrsTlc
17 P|lSnC
't8 SrEEL
19 STEEL
N STEEL
27 SIEEL
2 STEEL
A SfEEL
24 STEEL
6 STEEL
A STEEL
N STEEL
A STEEL
A STEEL
30 STEEL
31 StrEEL
A STEEL
39 STEEL
31 STEEL
3Ct srEEL
36 STEEL
37 STEEL
38 STEEL
g' STEEL
& STEEL
41 STEEL
42 STEEL
/I3 STEEL
4 STEEL
45 STEEL
46 STEET
47 STEEL

3' CASTTRONy

6' CASTTRONG!
8' CAST|RONS'
r0' ocsf rRoN 10'
'tt cAsT rRoN 1?

Pttsnc1'
1-18' Pt-ASnC 1-lr8'
1-1t4' Pt-ASnC 1-114'

T P|-ttSnCr
3! P|-AST|C 3'

P|-ASflC6'
r PL ST|CS'
fir srEEL 1t7
314' S[EELE4'

STEEL 1'
1-114' STEELl-1/4:
1-1t7 STEELl-ltz
? STEEL?
2-1lt STEEL2-1'?
f SIEEL3'
,1t4' STEEL91/4'
gltit sTEFr 91f2.

+1t7 EfeEL+1fr2'
+78 STEEL+7/8'

' 
STEELS'

93/16' STEEL5€/16'
,111' STEEL$1I4'
*1tr sTEE-$lf?
5-5/r S[EEL$5/B'
f STEEL6'
t1t4i sfEELeil4'
65/8r STEELSSA'
8' srEELS'
8.1t4' srEEL&1/4'
&5/r STEELS€/8'
s5/8' STEEL$518'
10' sTEELlo'
17 SIEEL12.
14' STEELI.f
't6' sTEEt-'r6f
2T STEEL2OP

Ouettfiy

6.878
rl9.83E

17,172
5,.t67

179
3an

7412
1,1m

6ti.966
1.1?3,558

7?0.{89
1,858,556

m1,941
&,6%

0
0

1,U2
13.929

5.104
831.1143

2,82
518,@2

0
6.6E2

2,650.370
710

11,071

23,389
.t0,809

56
29!t

18.917

!4€,0,n6
11,121

8tt816
260,303

0
0
0

158325
32,801

450
18,953

1,532

Ar,9rag€

UdlCoct

1.06
2.59
242
1.52
3.86

66.96
4.39
4,07
5.62

13.79
12.18
41..t5
45.74
9€23
Tt.74
1.tl
253
2.71
.t.10

2.U
0.67
2.51
5.76
3.36
4.44

16.53
1.35
1..t1

1.95
0.55
1.16

1.05
9.52
0.u
6.28

n.88
8.61

43.95
5.82

n.u
71.33
I 1.118

5326
M.52

ftnarnt

72S0.68
129,080.42
41,5!i624
26,897.e4

1,&€.94
22.096.80

32,538.68
4,5ei8.40

370.128.92
16,183,364.82

9.3821,556.02

76,471.571,rO
46,343,018.56
24584.716.08

0.q)
0.00

10.984t26
97,7475,9
5,6't4.|()

2.'t9tt,009.52
1810.84

1,524,n8.08
0.00

22,431.52
.r1,767,642.80

1't.736.3{t
1.1.946.85
25,961.7S

21.19455
g).u)

iy'220
19.86285

14,@22752
3.558.72

538,924.|B
72fi,756'ftr

o.q)
o.0o
0.00

4.506.09it.00
2,339,695.33

5,166.00
1,qD,4ib.78

311,7ULU



Eaffttt 2
Attoc,

OOlUlE BrS OFPEINEVLV l||]\lr,lC.
D6/E OFiCNt OF A,!OCAnOX Ftct62o

ItrocatED@gtotlaR\.ct PIGEI

1 Totrl @rF.qr- Dbtlhdon Low Plsssu|! l|lirE (Coil)

2 Av€'ragE

UrIt CostEoC K4SE3

4 WROIJG}II IRON

5 WROIJG}ITIRON
6 WROUGHTIRON
7 WROIJGHTIRON
8 WROUGHTIRON
9 WROI.'GHT IRON

10 WROUGHT IRON

11 WROIJGHT IRON

12 Tdl

Ouatilitv

7m
2,866
7.8:t6
1.956 .

0
1Ai7

553
q

11,060,621

Aloqd

583.20
429.90
470.16

0.00
0.00

14.91
5.S'
0.q0

217,40n.''fi.62

I WROT'GHTIRON?
3' WROUGHTIRON3'
{ WROUGTIT IRON4'

WROUG}IT 
'RON 

6'
66/8' WROUGHT |RON 6€A'

WROUGTIT'RON8'
10' WROTJGHTIRON l(r,IT WROUGHTIRON 1?

0.81

0.15
0.06
0.00
0.(B
0.0'l
0.01
0.641



ElrrlltlF}a
at(rc20

Cd.tlraA GIS Oa Pll,ll'tlvlxra INC
D6/A,OPr€'n OF4lOC rq{ FACTOR2o

dffi r'nt'€ss r|.a utT
I raaa o.4-t.t,En!|bi iatr-d Fr.6CtQIr
2
3 liod

4 CAST IRON
5 PllsTlc
6 PL SnC
7 Pllsrlc
I P|jSTTC
I PrlsTlc
10 PllsTlc
11 Sf,EEL
12 STEEL
13 STEEL
14 STEEL
15 STEE.
16 STEEL
17 STEEL
18 SfEEL
10 STEEL
M STEEL
21 STEEL
Z2 WROUG}IT IRON
A WROUGHTIRON
24 WROUGHTIRON
25 Totel

Sha Eet

1-1t4' PLq,gflC 1-114'

? Pt-ASTtC2'.
r fllsTtc3'

6I PLqSTG6'
r PIAST|CA
1-114' STEELl-1/4'
7 STEELz
9 STEELS
f STEEL4'

' 
STEELf

6' STEEL6'
r STEELT
10' sTEELlo'
1? SfEELI?
16' STEEL1E
N STEELAT
7 WRCHJGHTIRON?

r WROTJGHTIRONT

AEqd

0.00
1,808,139.84

1't5.1@.612.(X
16,88tt.170.54

150.384.9it825
r€387.665.68
33,32.952.88

72€.t2,.52
6.994201.04
12€,765.00
9,157.5a8.84

25.@1.(X
8.336,lm6.96

11,950,.155.32
1.2€,656.64
1,647,8iL16
1,7i2;t47.96

17,900.76
3345.86

0.00

85.4
1137,008,E02.0:l

Total
Ouandtv

0
?21,na

8.35'r,676
1,385303
3.655.3€8
1.116.332

316.856
?6,9p12

2,6,18,561
424Jfi

2,@,2'511

8,151
875.6?3
428.639
43:96
65.152
c4

88
4.10O

17,043

s.520
41't2,16

tl.€ct Assisnm€ot

Ite!09
A[ocaHe

ItEoI!.

0
Q1,7?,2

8.351,676
1,386,303

3,6rr,556
1,r16,3itil

346,856
269,012

4648,561
424,7fi

2061511
23,064

875,673
428.68
€r296
65,152
32.W

88
4.106

12043
19.520

2,,111266

Awra9e
Uo!-Casl

0
0
0
0

E08
0
0
0
0
0
0

98
0
0
0
0
0
0
0
0
q

90l

25,9
5.62

13.79
12.1E

41.15
65.74
9623
271
2.41
2.94
4.4
1.11

9.52
27,8
2A.U
71.33
5326

ffi5,2
0.81
0.00
0.01
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CI,STOMER/DEMAND WITNESS: M. BAWERT

I TotalComg- Rermlnlng R.guLbd Prtsrult pdrE

2
3 6i00 sb Kev

Di.€ct Asslgnment
Ouanlttv Ouantltv

4 CAST IRON

5 CASTIRON
6 CA,STRON
7 CAST IRON
I CASTT|RON

9 CAST IRON
'r0 Pl-Asnc
1'r P|-ASTTC

12 P|lSnC
13 Pt ASTIC
14 PLASnC
15 P|lSnC
16 P|-ASTlc.t7 PLASTTC

18 STEEL
19 STEEL
M STEEL
21 STEEL
2, STEEL
A STEEL
24 STEEL
25 STEEL
B STEEL
N S'TEEL

A STEEL
A STEEL
30 TEEL
31 STEEL
32 STEEL
33 STEEL
34 STEEL
35 STEEL
36 SIEEL
37 STEEL
38 STEEL
39 ETEE.
10 STEEL
11 STEEL
42 STEEL
rl3 SIEEL
4 STEEL
4{' SIEEL
46 StrEEL
{t srEH-

f cAsTtRoN3'

6' CASTRON6'
8' CAST tRONr
't0' cAsT lRoN 10f
17 CAST IRON 1Z

PtlsTlc 1'
1-1,8 PLASTTC1-1/8'
1-11€ PrlsTrc 1-114'
t Pusnc?
r H.AsTrct

6' P|-ASTIC 6'
r PusTlcE'
1I? STEEL 1T7
3t4. STEELS,4'

STEEL 1'
tuq STEELl-ltr
1-1t7 STEELl-lfr
I STEEL?
2-1t7 STEEL2-'t/'t
3. SIEEL3'
!1t€ srEELgl/4'
91t? grEELg'rtr

+1nt STEEL4-1/r
+7t8' STEEL+7/B'
5' SrEH.5'
&3/r€r sTEEL93fi6'
*1tc srEEL$1/4'
,1fir srEEL $1/"r
5€A' STEELSSE'
6' SrEE-6r
6.1t4' sTEELelr
as/a srEELas/8'
7€E STEELT€A'

8-1te STEE &1/4'
8€'E' STEELS€'B'
0€r8' STEE- 9.6/8'
rtr srEE- 10'
1T gfEELl?
1t srEE- i4'
ld sTEEl-16'

Allocable
Ouenftv

1,U1
52.858
ft.n1
8.004
lJA

537
?2877

282
0

305.871
111543
448,@8
469,033
544.113

3
7,1U

36.992
0

6256
(122,6781

1.8E8

73.615
653

.t.4ct6

659,4712

74
2,416

0
8,496

566
0

Z.1fi
s48,778

7,W
24,W
2,ffi

7&117
2C2

E,N,
1269

525,97s
254,98.1

0
2€.100

Amotrnt

400456
137,18/.34
30317.13
30,39026
6,657.02

35.9t4.08
1(x),561.(Xt

1,150.85
162.41

4.186.958.93
1.3!tt'r0r25

18.455,E3555
30.829.848.89
52361,s12.74

8.4
r3186.39
s,477.85

l()4.09
69'18.51

(4E,174.95)

1,2€6.e7
212,?99.98

3,7il28
4.8616.84

4949,*'3.96
12Fr.74
3,952.38
(z,9,511

16,610.E6

3'3.n
122

2,189.Ett
9,0/J'2,875.71

2,81.81
156.615.09

12.224.@
21,&7,6iL4

2,429:t7
361.8Gt.89

7,379.67
15.12,.t61.1'l
18.189.191.90

0.88
13266.849.23

1821
5a858'
16274
8,@/f
1,78

537

',2,873282
0

305,E71
't11.54it
448.608
469.678
544,113

3
7,1U

36892
0

6.255
(21138)

1,888
23.6,6

6!ts
1,4{n

664,281
74

2,896
0

E.496
56s

0
2,1fi

968.883
7,06i1

248i16
2,96

7&117
282

8,7&2
1,269

5?5.n5
25.f.981

0
249,1@

0
0
0
0
0
0
0
0
0
0
0
0

645
0
0

'0
0
0
0

840
0
0
0
0

4,809
0
0
0
0
0
0
0

i7,105
0
0
o
0
o
o
0
0
0
0
0
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I Totd @rrFony- R.rmlrdig Rcgrda!.d P|lssui ild|E (Cont)

2
3 (trld sb. 6s

. STEEL
5 WROUGHTRON
6 WROUGHTRON
7 WROUGHTIRON
8 WROUGHTIRON
g WROT'GHTIRON

10 WROI'GHTIRON
1r wRotGHTTRON
12 WROUGHTIRON
13 Tot l

T WROUGHTIRON?
3' WROUGHTIRON'

6T WROUGHT IRON 6'
6€/8' WROT GHT rRor{ es/r
8' WROUGHTIRONE
10' WROUGHT IRON 10'
1t wRorrGHT rRoN 12'

Outrnitv

32,574
26,S
52.026
60.5i5
55,383

1,6,,1
115,577

68.882

9,12
6.0152(X

OfrectAsslgrm€nt
Oueditv

Alocable

Orr!fi!

32,5t8
26,5i13

52,026
63,515
5s,383

1,62j2
11E,5n
6E.EE2

9,122
5,S91,805

AIEE rot

6dN',31924
21,611.71
7,569.17
3.888.11

2*.OS
150.06

r.9(x).53
gn.B

s.721.9'l
195,480,163.44

0
0
0
o
0
o
0
0
q

a,g9
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aloc20
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CUSTOIGR/DEiiANO WITNESS: M. BALMERT

Llne

!ls. asqlEdoo A[oc

Totd ild|EPlfitlnSr'vbo
olrrctA.sl$[d Plrnt
Oth.r- ilon Plp.
Anoc.blc PaD.

TilrmbslooPlp.
LowPressun Plpc
R.$rfrbd Prt330tl Plpe gnly
RanElnlng Rc$*il.d P.r.s||tl Pipa
Alloc.t d Plp.

Allocadon ot Tr.rHtd.don Plpe

Alocabb Tre,rsmlsslon Pip€

D€.ign Dayvoluncr ffotal Comparty AcludLE MDS)
Pdr.ntDesign Deyvobm€

Alocdon of TraGmbsbn Pap.

Total
Comcrry RS/RDS

1,103,018,580.14
8,598'27

3!A.g40,SL4Z
861,935226.40

11,960,0E0.31
217,10,]2€/).62
437,09t,802.fit
l9gr€0J€4{
861,935:26.110

MOS

1

2
3
1
5
6

7

I

I
10

tt

tl1,960.980.31

7@,903
r00.000%

tfl,s0,9803r

rl4'1,S00

57.390%

t6t64r0c.60

sGs/sGDs

&.,752
10,747V.

trrES/44455

LGS

109,891

14Z7'llVo

9t,707.07t.fi

sas

63,707
8274%

9@,051.51

rD9

71J43
9.317Vo

1,1144o,.ta
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EdibitMPB2
ALLOC20

@LUMBI,A GAS OF PENNSYAVANIA INC.
OEVELOPMEI\'f OF A LOCATION FACTOR Z}

FOR THE TWELVE IiIOI.ITHS ENDCO NOVEMBER g). 2015

CT STOMER/DEI\,IAND

lJne

!lo' Pssb@ Arc

I Altoc.Uon of R.$rldad P.€isur€ Plp. Only

2
3 ? PiPe

4 Al Plpe
5 Unitco6tof?xAlPheFoo0.ge

6 Crrslomer Compon$t
7 Demardcomgonent

8 Alocatls Regubted Pirssu€ OnV Pipe

I Nunber ot Crrsbmers (sd MDS)

10 Pdc€ntcusbns3
l1 C|lsb.ncrcompor|ent

12 OesignDayvotm€s(a@IMOS)
13 P€rcsntDed€nDayvolumca
11 Drmard Co.iponed

15 Minlmtrn q&m Alocatlon Factot

16 Allocdoo of R.g||||i.d P..!Eort Only PaDc

Total
Com@nv

Fodaoe
11,0(X.34ir
2,;111fi'

$437,@3,80e03

162.513
1@.0000/6

8.1524o

324811
100.000%
43ffioh

100.000e/6

s43:t 0o3F0a0o

8t!tsas

Allotllt
12t,165,13€,W

'tit7,o9a8(203
2r15,a35,041.50

56.152%
$.8,|8%

148,'t63
91.171'%
51.194%

163,'t(x'
50.214Vo

2.O19!lr

2,651
1.631%
0916%

53,275
ft.qt20h
7.1grh

E 108%

$i!5,139F6t'|7

SDS'LGS

198

O.12!Yo
0.069%

30.196
't2.0f'1%
5.uJ1%

5.36096

8rlap|.79

t-os/LGs

u
o.un%
o.o12%

37,689
11.6087o

5.088%

5.100%

22,291,7i&,.,9

SGgIISCA$EAS1 scs2/scp2/scps2

u!&@E
sl1.10

MDS

11,67
7.056%
3.9627e

31,55't
9,714%
4.&Vt

73.211% 821Uo

$40,000,71311 $36,9:t3,,€r.{8
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Une

Ng. D€scrtodo.t AbC

I Allocadon of Rrrmlnltrg Rcgdtrd Precam Plpe

2
3 T PiPe

4 Al Pipe
5 unft cctof rrAIPlpo FoGge

6 CrFur€rconpooent
7 OcfiNrd@mporcnt

I Alocabh Rermining R€gubled P,€g|[€ Plpo

I Numb3tofcrt3tom€rsCrClCompanyeodMOS)
10 Perccnt Orsnorur
11 C|,3tomer@.npooent

12 D€sign osyvolmG fio0alComp6.ryod MDS)
13 P€r€ntOedgnDayvottm€s
14 DemardoomponBnt

15 Minknun q6t€,n Abcadon Facbr

16 Alloa of R.melnlng R.gdsbd Pr€!3utt Plp.

17 Total ilhttnum S.rnAlloodot Fac;tor

Tolal
Cornmrw

EgoEee
309.726

5,S01105

tl95.ll80,163,,t4

420.393
1@.000%
41.165%

rc9,9S3
100.m0%
58.835%

1@.0m96

tl95,.t80,r68,4,a

$t8t,935t26,{0
r00.000t6

BgtsDg

AESS
4.160.395.2

19tt.480.163.44
E0.469.94't-'t5

41.165%
68.83596

383,offt
91.107.96

:r'5{x96

.141,9(X)

5/.3S0%
33.76596

712€,9fh

st30pt6,75i' 60

$6{0,806,E80.21
?530S'6

scsl/scplrscpsr scsEc9gEgasa

lloLcorl
$13.t13

SDS'LGS tasacs uas

30,6'16
7.%'wc
3.0O47c

82752
10.747Uc

6gtYo

sl,tt%

$8,,,,,1434.U

177404413.1s
8.9@i6

6.079
1.m%
0.595%

109,891
14'Z72l/0

8.397%

8.9tt296

t17,StZ,5,efi

s65,912,061736
7.fitD?o

sxl
0.12896
0.0s1%

63,707
8.274'L
4.866%

4.S21Vo

9,0r9,578.84

34,639,C6A92
/t0ls6

94
0.ozm
0.(x)9%

71JA
9.317%
5.8&

5.1191%

10,733pltn

4112,1782r
3.961%



Exhlblt MPB.2
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COLUITIBIA GAS OF PENNSYLVAI{IA lNC.
DEVELOPMENT OF AI-LOCANON FACTOR 2I

HOUSE REGUIATORS

All Cuglomers (less Low Pressure and Dlrect Asalgnment MDS)

LINE

N0.

1

2

3

4
5
I
7
I
I
10
11

12

13

14
15

10
17
18

19
20
21

22
23
24
25
25
26
27
28
29
30
31

32
33
34
35
36
37
38
39
40
41

42
43
44
,15

4A

47
48
49
50
51

52
53
54
55

Rate RS/RTS SGSSI/SCDI/SGDSI SGSS2/SCD2ySGDS2 SDS/LGS LDS/LGS MDS TOTAL

RCC
R@
RGS
RS
RTC
LG1

LG2
LG3
NSI

sGs
SG2
SG3
sG4
TAGl
TAG2
TAGS

TAC€
TIB
TIF
TIF.EFACT
TIG
TIH
Tr4
Tt8
TMA
TM2
TM3
801

&2
803
800
808
809
810
810
819
820
821
830
Sitl
833
838
840
84'l
846
ua
u7
848
850
860
857
858
859
800
861

862

82,260
4

13
1,969.486

544,401

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

0

0 82,2@
04
013
0 1,969,486
0 544,401

0 590
03@
024
00
0 150,107
o 29.932
o 222
0 438
0 600
o 2,7@
0 5,198
0 13,328
0 2,768
0 324

0
0
0
0
0
0
0
0
0

156,107
0

222
0

600
0

5,198
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

12

000
000
05960
03600
0024
000
000

29,532 0 0
000

43800
000

2,760 0 0
000

13,328 0 0
0 2,768 0
00s24
0012

0 492
0
0
0
0
0

12
0

12
24
12
12

't2
't2
0

12
0

12

0
12

0
12
12
0
0
0
0
0
0

12
0
0
0

00
00

000
000
000

48
12
0

012
012
012
012

00
120
0 '|,2

00

048
o 't2
o 2,976
o 492
00
00
00
012
00
012
012
012
024
012
012
012
o '12

00
012
00
o12
012
0 't2
o12
012
012
012
00
00
012
012
012

0
0
0
0

0
0

12

0

2,376
0
0
0

0
0
0
0
0
0
0
0
0
0
0
0
0
o
0
0
0

12

0
0
0
0

0
12

0
0

12

0
0
0
0
0
0
0
0
0
0

12

0
0
0
0

12

0
0

12

0
12
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Page 2

COLUI'iBIA GAS OF PENNSYLVAN!{, !NC.

DEVELOPIIIENT OF ALLOCANON FACTOR 2I
HOUSE REGULATOR8

All Customers (less Low Pre$uro 8nd DlrectAsslgnmont ilDS)
LINE

ML

56
57
58
59
60
61

62
63
u
65
06
67
68
69
70
71

72

Rate

863
804
865
866
868
872
873
874
875
876
877

878
879
scc
sc2
Total

0
12

0
0
0
0
0
0
0
0
0
0
0

46,693

I
20E,W

7,28/i0/o

12

0
0
0
0
0
0
0
0
0

12

0
0
0

6.841

53,359

RS/RTS SGSSI/SCDIISGDSI SGSSZSCD2/SGDS2 SDS/LGS LDS/LGS MDS TOTAL

0
0
0
0
0
0
0
0
0
0
0
0
0
0
g

4596,104

12
00012
120012
0000
012012
0000
012012

1200
0120

1200
000
000

12

12

12

't2
0

120012
0 0 0 40,693
q I q 6.841

6,232 1,116 0 a865,715

ALLOCATOR#21 90.594y0 1.8ts20/o 0.217% 0.03970 0.000% 100.00070



UNE

ML
1

2
3

ALLOCATOR#5
ALLOCATOR#20

TOTAL OF BOTH STUDIES

AVERAGE OF BOTH STUDIES

ALOCATOR*2

COLUTBIA GAS OF PENNSYLVAN]A. INC.
DB/ELOPIIENT OF ALLOCANON FACTOR 22

AVERAGE ALLOCATORS 5 A 20

RSS/RDS SGSS1/SCp1/SGpS1 SGSS2/SCp2/SGDS2

490,756.975 V.,247,65 112,843,196
649-806.881 77.404.43 6n.942.067

1,140,563.856 159.651.508 178.785.263

570,281,928

66.1637o

79.825.754 89,392.632

9.261o/o 10.37'l%

SDSAGSS
o4.088,809
34-639.657
98.28.466

49,364.233

5.727o/o

LDS/LGSS

111,999.181
u.142.178

146,141,360

73.070.680

8.478P/o

DGIIBITMP&2
ALLOC22

TOTAL
861,935.226
861.93tt.226

1,723,870.453

861.935,226

100.000o/o



EXHIBITMPB2
ALIOC 23

COLUIIBIA GAS OF PENNSYLVAI{I.A, INC.
DA'ELOPITIENT OF ALLOCANON FACTOR 23

METERS AND HOTJSE REGUI-ATORS . ACCOT NTS 381, 3&1, 383, & 384

UNE ACCT.

Ngt !p. A@ouNT TOTAL Rss/RDS SGSSI,SCOI/SGOSI SGSSZSCD2/SGDS2 SDSTLGSS LDS/LGSS MLDS

1 381-00 METERS 37,714.590 28,095,,18t 1,518,707 7,6qt,656 380,5,10 107,109 6,84
2 381.10 AUTOMATTC METER READTN 242e9,208 1E.094,24t 9t8,126 4,E96,E90 245.078 68,961 3,866
3 38200 METER|NSTAIIATIONS 37J76,145 28.141,92 1,52',t.246 7,019,071 381,161 107,29 6,044
4 @.00 HousEREGUr roRs 12,U7,9n 10,914,201 878,013 24,32. 26,1& 4699
s 384.00 HOTJSEREG INSTALTJION1 3,W,n2 3,fi1252 281,665 71,%2 8.387 1.fi7
6 TOTAL 115,692.095 8E,746.523 5,17t.816 2!.42o,9V2 1,041,309 289,581 15.965

ATLOCATOR*z| 100.0007o 76.7WA 4.47?o/o 17.61c/o 0.900% O.2WA O.O14'A



1 E16.00 WEtl-S
2 817.00 LINES
3 818.00 COMPRESSORSTAnON
4 820.00 M&R
5 921.@ PURIFEANON
6 832.00 WELJ-S
7 834.00 COMPRESSORSTA1ON
I 836.00 PURTFTCATTON

9 87O.OO SUPERVISION & ENG]NEERING
10 871.00 LOADDISPATCHING
11 874.00 irAtNS & SERVTCES
12 875.00 M&R.GENEML
13 E76.OO M&R-INDUSTRI.AL
14 878.00 METERS & HOUSE REGUI.ATORS
15 879.00 CUSTOMER NSTALLATIONS
'16 880.00 oTHER
17 885.00 SUPERVISION & ENGINEERING
18 E86.OO STRUCTURESANDIMPROVEMENTS
'r9 8{f7.qt irAlNs
N 889.00 M&R.GENERAL
21 89O.OO M&R.INDUSTRIAL
2, 892.00 SERVTCES
23 8S.OO METERS & HOUSE REGUI.ATORS
24 894.00 OTHER EQUIPMENT
25 $2.00 METERREAD]NG
M 96.00 CUSTOMERRECORDSANDCOLLECTIONEXPENSE

LINE ACCT.

N9. N0. ACCOUNT

25 920.00 SAIARIES
26 g21.OO OFFICESUPPLIES&qPENSES
27 923.00 OUTSIDE SERVICES EMPLOYED

28

a

EXHIBITMPB.2
ALLOC 24

coLumBtAGAs oF PENNSYaVANTA tNC.
OE\'ELOPMENT OF ALLOCATION FACTOR 24

TABOR

ALLOC TOTAL
FACTOR COMPAIW RSS/RDS SGSSI/SCDI/SGDSI SGSSZSCD2/SGDS2 SDS/LGSS LDS/LGSS MU)S

25
25
25
25.

25
25
25
25
18 2, 9279 1,834,5E3 188,530 149.780 69,925 66.069 393
13 130,111 98,066 11.681 9.951 5,28 5,152 33
14 5,€|:}2./ts0 4,623,675 499.841 356,071 178,123 173,574 1,167

13 205.862 155.160 18,42 15.74 8,27i2 8.152 52
17 170,967 - 6,852 31,496 70,630 61,9E9

a 1.596,754 't,n4,89 71,471 281,84it 14,371 3.992 24
15 3.7612, A41s,453 277,052 56261 7,76 2,671
18 3241,692 2,575,330 2&,652 210256 98,158 92,745 551

18 42101 33,47 3,437 2,731 12tS 1205 7
't3 17,7& 13.376 1.593 1.357 713 703 4

13 4,141,763 3,121,689 371,8/A 3n6,762 166.416 164.014 1.035

13 328,n3 247.&0 N,517 25,16 ',13,210 13,0'19 82
17 5s,076 - 2208 10,146 2,753 19,970
15 1A17,757 1,2A,423 1M,49. 2',tfi',| 2.qt5 1.007
a 90.680 41.945 2,M 9,652 492 137 8

18 435,647 346.096 35.566 28256 13,191 12,64 74

6 345,736 315,21 25:tU 4.892 436 76 7
6 918,419 E37,359 66,686 12,996 1,157 202 18

19 2,391,E71 1,949,016 192,187 13s,595 59,534 5s.133 Q7
19

19 16.616 13,540 1,335 942 4',t4 383 3

TOTAL

ALLOCATORfiI4

27A14.523

1@.000%

22,13/.090

80.739%

2,174.921

7.933o/o

1,683,837 735.018 682,654

6.142:90 2.68101o 2.490o/o

4063

0.015%
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GROSS INTANGIBLE & DISTRIBUTION PLANT . GENERAL LEDGERS IO1. 106 AND 107 -
PAGE 3

INTANGIBLE PLANT. PAGE 3 (101.106.107}

Accounts 301,302 and 303

Intangible plant was allocated on the basis of Distribution plant excluding Accounts 375.7,

375.71and 387, Factor No. 11, due to its indirect relationship with all other plant.

UNDERGROUND STORAGE PLANT. PAGE 3 (101-106.107I

Accounts 350 through 355

Underground Storage Plant was allocated using Faclor No. 25 - Sales and CHOICE

Transportation activity for the historic test year reflecting its peaking support for sales and CHOICE

customers.

DISTRIBUTION PLANT. PAGE 3 (101.106.107}

Account 375.60

Structures for large customers, not directly assigned, were allocated using Factor No. 17

since these structures house measuring and regulating stations serving the larger customer groups

only.

Account 376 - ilains

Nondirectly assigned mains were allocated by rate schedule based on the weighting of

design day and annual throughput, Factor No. 5, for the peak and average study. For the

Customer-Demand study such investment was based on Factor No. 20 which provides a customer

component based on aT "Minimum System" with the remaining portion assigned on design-day.

For the Average study, Factor No. 5 and Factor No. 20 are averaged to assign the Mains costs to

the various rate schedules. Please see Exhibit MPB-1 for a detailed desoiption of Factor Nos. 5 &

20.
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Direct ltlains

Mains for Main Line Delivery Service ("MDS') were identified by reviewing the Company's

maps and accounting records and directly assigned to this class. Due to the unique characteristics

of these customers, i.e., proximity to an interstate pipeline company and minimal Company

investment, the investment was direclly assigned.

ilains - Related Accts

Accounts related to/or supports the mains gas plant account were allocation on Factor No.

5 under the Peak and Average study, Factor No. 20 under the Customer-Demand study, and

Factor No. 22 under the Average study since these accounts directly support the mains

investment. The mains-related accounts generally include the follow gas plant accounts: 374.10,

374.20, 374.30, 374.40, 374.41 , 374.ffi, 375.20, 375.31 , 375.40, 375.80, 378.10, 378.20, 378.30,

379.10 and 379.11.

Direct ilains - Related Accts

Similarly to the mains - related accounts above, these are accounts that support the mains

that were directly assigned to MDS and include accounts 374.40,374.50,375.40, and 378.20. Like

direct - mains, the amounts were identified from the company's maps and accounting records and

directly assigned.

Account 380 - Services

Account 380 - Services was assigned by rate schedule based on each

customer's service size and the average unit cost of that size service on the company's plant

accounting records. This methodology represents virtually a direct assignment of costs to the

various rate classes.
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Like mains, services for MDS were identified by reviewing the Company's maps and

accounting records and directly assigned to this class. Due to the unique characteristics of these

customers, i.e., proximity to an interstate pipeline company and minimal Company investment, the

investment was directly assigned.

Accounts 381 and 382

Meters and Meter Installations were allocated using Factor No. 16 which was based on an

actual inventory of meters installed on customer premises as explained in Statement 11. This

methodology represents virtually a direct assignment of costs to the various rate classes.

Accounts 383 and 384

House Regulators and House Regulator Installations were allocated using Factor No. 21

which was based on an actual inventory of house regulators installed on customer premises as

explained in Statement No. 11. This methodology represents virtually a direct assignment of costs

to the various customer groups

Account 385

Industrial Measuring and Regulating Stations were allocated using Factor No. 17 which

was based on a review of Columbia's records as explained in Statement 11. Measuring stations

were segregated by rate schedule by identifying measuring stations in the plant accounting records

with the individual customers in the DIS billing system. This methodology represents virtually a

direct asslgnment of costs to the various rate classes.

Dist Plant Excl OtherAllocated

This investment consists of gas plant accounts 375.70, 375.71 and all 387 and was

allocated to the various rate schedules using Factor No. 11. Fac{or No. 11 was based on

distribution plant specifically assigned and was used to assign general investment and costs that

support the distribution system.
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General Plant

General plant includes items such as general tools (cars, trucks, backhoes, etc),

communication equipment, office fumiture and fixtures, and other miscellaneous equipment. Like

general distribution plant, this plant investment supports the delivery of natural gas and therefore

Factor No. 11 was used to assign the investment.

RESERVE FOR DEPRECIATION . PAGE 4

Depreciation Reserve was calculated on an account by account basis using the same

allocation factors that were used to allocate all gross plant accounts

DEPRECIATION & AIIIORTIZATION EXPENSE and NET NEGATIVE SALVAGE - PAGE 5

Depreciation and amortization expense was allocated by gas plant account on the same

allocations as the Gross Original Cost. Amortization of net negative salvage was allocated using

Factor 11 based on its remediation of distribution type facilities.

OPERATING REVENUE AT CURRENT AND PROPOSED RATES. PAGE 6

Sales and Transpoftaffon Revenue

Sales and transportation revenue was directly assigned as presented in Exhibit No. 103 for

thefullyforecasted rate year and supported byWihess Melissa Bell.
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Accounts 487

Forfeited discounts were allocated using Factor No. 10 which was developed from actual

forfeited discounts billed by rate class during the historic test year twelve months ended November

30,2015.

Accounts 488,493 and 495

Miscellaneous Revenue and Other revenue were allocated using Factor No. 6 - Average

Number of Customers since costs incuned throughout these accounts are directly related to the

customers served. Rent Revenue was allocated using Factor No. 11 because the rent is derived

mostly from the rent of company-owned office buildings, making the use of the Distribution Plant

allocator appropriate.

OPERATING EXPENSES - PURCHASED GAS EXPENSES. PAGE 7

Gas purchased cost

These costs were directly assigned based on revenue for the fully forecasted rate year as

presented in Exhibit No. 103.

Account 807

Gas Purchase Expense and Gas Procurement Expenses were allocated using Factor No. 4 which

is based on the direct assignment of gas costs. Factor No. 4 was used reflecting the relationship of

these costs to gas purchase costs. Gas purchase expense related to the gas procurement activity

was also allocated using Factor No.4.

OPERATING EXPENSES - UNDER STORAGE EXPENSES . PAGE 7
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Accounts 814 through 837

Underground Storage Plant Expense was allocated using Factor No. 25 - Sales and

CHOICE Transportation.

DISTRIBUTION EXPENSES - OPERATIONS . PAGE 7

Accounts 870,880,881

General costs for supervision and engineering, rents and other items of the distribution

function were allocated using Faclor No. 18, CIher Distribution Expense, since these costs benefit

customers in the way that all other distribution costs provide benefit.

Account 871

Distribution Load Dispatch Expenses were allocated on Factor No. 13 - Direct Plant -
Mains since these are costs incuned monitoring and directing the flow of gas through the

distribution system.

Account 874

Mains and Services Operation Expenses (a dual function account) were allocated on

Factor No. 14 - Composite Direct Plant - Mains and Services combined.

Accounts 875

Factor No. 13 was used to allocate expenses for distribution load dispatch, general

measurement and regulator stations and related structures since these costs are incuned in direct

relation with mains.

Accounts 876

Expenses for Measurement and Regulator Station Equipment - Industrial were allocated

using Faclor No. 17 - Direct Assignment - IND M&R - since these oosts are incuned in direcl

association with the stations in Account 385.
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Accounts 878 and 879

Meters & House Regulators Expenses were allocated using Factor No. 23 which was

based on an actual inventory of meters and house regulators installed on customer premises as

explained in Statement No. 11. This methodology represents virtually a direct assignment of costs

to the various rate classes. Expenses for Customer Installations were allocated using Factor No.

15 because these expenses are related to the customer service lines.

DISTRIBUTION EXPENSES - iIAINTENANCE . PAGE 7

Accounts 885 and 894

General costs for supervision and engineering and maintenance costs of other equipment

of the distribution function were allocated using Factor No. 18 other distribution expense sinoe

these costs benefit customers in the same way that all other distribution costs provide benefit.

Account 886

Structures and lmprovements Expense was allocated using Faclor No. 13, reflecting the

spread of Account 376 Mains among all customer classes, because these plant and expense

functions are directly related.

Account 887

Mains Maintenance Expense was allocated using Fac{or No. 13, which reflects the spread

of Account 376 Mains among all customer classes, since plant and expense functions are directly

related.
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Accounts 889

Faclor No. 13 was used to allocate expenses for distribution load dispatch, general

measurement and regulator stations and related structures since these costs are incuned in direct

relation with mains.

Accounts 890

Expenses for Measurement and Regulator Station Equipment - Industrial were allocated

using Faclor No. 17 - Direct Assignment - IND M&R - since these costs are incuned in direct

relation with the stations in Account 385.

Account 892

Expenses for Services were allocated using Faclor No. 15 which was based on size of

service and size of customer as explain above under Gas Plant Account 380 - Services and in

Statement No. 11.

Account 893

Meters & House Regulators Expenses and Customer Installations were allocated using

Factor No. 23 which was based on a weighted average cost of meters and house regulators as

explained in Statement No. 11.

CUSTOMER ACCOUNTS. CUSTOMER SERVICE AND INFORiIATIONAL AND SALES
EXPENSES . PAGE 8

Account 904- Uncollectibles - DIS Revenue & Uncollectibles GIUIB/GTS Revenue

These cost categories represent traditional bad debts. They have been separated between

the residential and commercial classes of customers and allocated based on the historical charge-

offs and revenue, related to each, as included in Factor No. 7 for DIS and Factor No. 8 for

GMB/GTS, respec'tively.

Account 904 Uncollectibles - Unbundled
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These costs were directly assigned to each rate schedule matching revenue for the fully

forecasted rate year as presented in Exhibit No. 103 for the Merchant Function Charge.

Account 904 - Direct USP Uncollectibles

These uncollectibles are directly related to the Company's Customer Assistance Program
('CAP) available to residentialcustomers and are recoverable from the residential class whether
sales or delivery service. The amounts shown are reflected in revenue for the fully forecasted
rate year as presented in Exhibit No. 103.

Customer Accounts

Customer Accounts includes meter reading, customer records, and credit and collection

activities recorded in accounts 901 through 903, 905, and 921. These costs were allocated using

Factor No. 6, Average Number of Customers, since they are directly related to the number of

customers served. Interest on Customer Deposits was allocated using Factor No. 9 because the

interest is direclly related to the amount of customer deposits.

C ustomer Service I nformation

Customer Service and Informational Costs are reflected in accounts 907 through 910 plus

related costs in 921 and 931. These costs were allocated using Faclor No. 6 since all customers

may benefit except account 908 - Direct USP/LIURP/HEEP. These costs include the recovery of

speciftc customer programs benefiting residential customers. The amounts reflect the recovery

included in revenue as presented in Exhibit No. 103 forthe fully forecasted rate year.

Sales Expense

Sales expenses, accounts 912 and 913, were allocated using Faclor No. 6, Average

Number of Customers, since these activities direclly support customers served.

ADIIINISTRANVE AND GENERAL EXPENSES. PAGE 8

Admin. & General Expenses (Line 33)



Statement No. 11

Exhibit MPB-3
Page 10 of 12

COLUMBIA GAS OF PENNSYLVANIA, INC.
FACTOR SELECTION AND RATIONALE

GeneralOffice Expenses, and to a lesser degree, District and Local Office Expenses in this

function classification, plus company-wide expenses excluding Employee Benefits, account 926,

such as Injuries and Damages, Insuran@, and Regulatory Commission Expense were allallocated

using Factor No. 19 - Total Operation & Maintenance Excluding Gas Purchased, A & G,

Uncollectibles and USP rider costs. These costs are regarded as overhead to the entire company

operation and, therefore, follow the allocation of the aggregate of all other previously allocated

O&M costs. Employee Pensions & Benefits, account 926, was allocated on Faclor No. 24, Labor,

since they are directly related to company labor. Account 923 - Multifamily House Line

Reimbursement costs are a proposed residential program and therefore the costs are directly

assigned to the residential class.

TNGS OTHER THAN INCOTE. PAGE 9

Property taxes are directly related to tangible property and, accordingly, have been

allocated based on Factor No. 11 - Distribution Plant excluding Other due to a dired relationship

with Plant in Service. Similarly, PA Capital Stock and License and Franchise Taxes were allocated

using Factor No. 11 as they are also related to Plant in Service. Federal Unemployment Insurance,

State Unemployment Insurance and F.|.C.A. (payroll based taxes) are all labor-related and,

accordingly, have been allocated based on Faclor No. 24 - Labor. State Sales and Use Tax and

Other Taxes were allocated using Factor 19 since these taxes are generally related to the

purchase of supplies.

RATE BASE SUiIiIARY. PAGE 10

Account 15,0
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Materials and Supplies were allocated based on Factor 11, Distribution Plant Excluding Other,

reflecting the primary ftrture use of such inventory.

Account 1il&117

Gas Stored Underground, both cunent and long term, was allocated based on Factor No.

25, Sales and CHOICE Transportation, reflecting the support of these customers in meeting their

design day and seasonal requirements.

Account 165

Prepayments consist primarily of commission fees and corporate insurance therefore they

were allocated using Factor l9,TotalO&M Excluding Gas Purchased Costs, A&G, Uncollectibles,

and USP Rider Costs.

Accounts 190, 282 and 283

All defened income taxes included in rate base are plant related therefore, Factor No. 12,

Gross Plant, was used.

Account 235

Customer Deposits were allocated using Fador 9, Direct Assignment - Customer Deposits.

Accounts 252 and 186

Customer advances, other defened credit and materials and supplies were allocated using

Factor No. 11 - Distribution Plant Excluding Other, due to their direct relationship with all other gas

plant accounts.



Statement No. 11
Exhibit MPB-3
Page'l2ot'12

COLUMBIA GAS OF PENNSYLVANIA, INC.
FACTOR SELECTION AND RATIONALE

FEDERAL AND STATE INCOME TAX - PAGE II
All of the Company's tax adjustment over book are plant related, i.e., tax depreciation over

book depreciation and, therefore, the tax deductions were allocated using Factor No. 12, Gross

Plant.

In calculating the Federal and State income taxes for each rate schedule, the effective

Federal and State income tax rates were used. lncome taxes were calculated for each rate class.



Columbia Gas of Pennslyvania, lnc.

Intra Class Adjustment from SGDS to SGSS and SCD at Proposed ROE of 11.00%
Forthe 12 Months Ending December 31,2017

Total RSS/RDS SGSSl/SCD1/SGDS1 SGSS2/SCD2/SGDS2 SDS/LGSS

5,275
67,188911,631 75,405

81,325 72,463

12.23% 12.23%

120,245 9,946 8,862

Exhibit MPB-4

Page 1 of 1

MLDS

Ln.

No.

'l

2

3

4

5

6

7

I

Item

Account 1 17

Account 164

Allocated Storage Per ACOS Study using Allocation
Factor #25

Sales & CHOICE Transportation (Dth)

Factor 25 Allocation of Storage

Pre-Tax as Filed

3,794,693 2,781,851
48,336,766 35,435,200

52,131,459 38,217,051

46,929,034.0 34,403,669.0

190% 23309%

12.23% 12.23%

Total

DIH

4,337,145.0
1,376,587.0

158.613.0

5iz23ttio

Total

DIH

4,765,071.O
1,023,437.0

3.293.047.0

9-081-555-0

462,004 468,075
5,885,001 5,962,340

71,568

%of
Iotal

73.860%
23.440%
2.700%

100.000%

o/o of
Iotal

52.470%
11.270o/o

36.260%

100^000%

z3J$4 65,000.0

0J56% 0.1390/o

Revenue Requirement related to storage assigned to rate
schedule (Ln. 6. Ln. 7) 6,375,677 -lozgp€- 776,239

Rate Per Dth 0,1 359

I
10

11

12

13 SGSS1 - Subject to Storage
14 SCDI - Subject to Storage
15 SGDS1 - Not Subject to Storage

16

17

18

19

20 SGSS2 - Subject to Storage
21 SCD2 - Subject to Storage
22 SGDS2 - Not Subject to Storage

lncluded
In Proposed

Bates

573,330
181,950
20,959

776239

Included
In Proposed

Raies

412,645

88,632
285,163

786.440

Ratio

Ratio

0.7591

0.2409

o.8232
0.1768

Redistributed

PerSefilement

15,909

5,049
(20,958)

0

Redistributed

PerSefilement

234,746

50,4',17

(285,163)

0
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f. Introduction

Please state your name and business address.

ShirleyBardes Hasson, rzr ChampionWay, Suite 1oo, Canonsburg, Pennsylvania.

Bywhom are you employed and in what capacity?

I am employed by Columbia Gas of Pennsylvania, Inc., ("Columbia" or "the

Compan/) as Manager, Regulatory Policy.

What are your responsibilities as Manager, Regulatory Policy?

I am responsible for managing regulatory activity before the Pennsylvania Public

Utility Commission ("Commission"). This responsibility includes ensuring timely,

accurate regulatory filings before the Commission, overseeing and/or administering

tariff changes and filings, as well as compliance with Columbia's Rates and Rules

for Furnishing Gas Service, known as Tariff Gas Pa. P.U.C. No. 9 ("tariff'), and

regulations affecting Natural Gas Distribution Companies ("NGDC") within this

Commonwealth. I also monitor cases before the Commission, recommend

Company participation and develop comments for filing when warranted.

What is your professional enperience with the Company?

I have been an employee of Columbia since 1987 when I accepted a position in the

Company's customer seryice department. In 1989, I was promoted to Office

Operations Training Instructor where I provided customer service and compliance

training to telephone representatives and field service technicians. My customer

service and training experience required comprehensive knowledge of Chapter 56

of the Commission's regulations and Columbia's tariff. From r99S until 2oo3, I
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held various positions working with the CHOICE@r program ("Choice Program" or

"Choice') and large commercial and industrial transportation, initially as a

Distribution Gas Transportation Coordinator, and progressing to Manager, Gas

Transportation in zoor. I was significantly involved in the original development,

expansion, and modification of the Columbia Choice Program. I supervised

employees who provided billing, collections and customer service to Columbia's

largest commercial and industrial distribution service customers, rtrd I acted as

liaison between the Natural Gas Suppliers ("NGS") and the Company. In zoo4, I

joined the Regulatory Department as Manager, Regulatory Policy.

Have youtestified before this or any other Commission?

Yes, I have provided testimony before this Commission in several formal customer

complaint cases and in Columbia's last five base rate cases at Docket Nos. R-zoog-

2L49262, R-zoro-ze$623, R-zorz-232r748, R-zot4-24o6274 and R-zor5-

2468o96. I have also testified before the Maryland Public Service Commission on

several occasions.

What exhibits are you sponsoring?

I am sponsoring Erfiibit or4, Schedule r - the list of reports, data or statements

requested by and submitted to the Commission, submitted in compliance with

Section 53.Sg III. A e6, and Exhibits 14, Schedule e and Frfiibit rr4, Schedule t,

r Customer CHOICESM is a service mark of Columbia Gas of Ohio, Inc. and its use has been licensed by
Columbia Gas of Pennsylvania,Inc. CHOICE@is a registered mark of Columbia Gas of Ohio, Inc. and its use
has also been licensed by Columbia Gas of Pennsylvania, Inc.
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r which are copies of the currently effective tariff, and the Company's proposed

2 changes to those tariffpages.

B Q. Please enplain the scope of your testimony.

4 A I will review the tariff revisions proposed in Tariff Supplement No. z4r and provide

S detail behind substantive revisions.

6 II. TariffChanges Summary

Z Q. Please provide a brief description of Cohunbia's proposed tariff

8 changes.

g .{ Ttre non-substantive tariff changes include formatting changes, such as

10 renumberingwhere applicable,labeling, and moving existingtextto anotherpage.

11 Q. What are the substantive tariffchanges?

t2 A The substantive tariffchanges include the following changes to tariffsections in the

19 Rules and Regulations Governingthe Distribution and Sale of Gas:

t4 . The Rate Summflry, Rider Summary Gas Supply Charge Summary Pass-

15 through Charge Summary and the Price-to Compare Summary;

t6 . 'r.6 Definitions";

t7 . Rule e. Service Limitations;

18 . Rule 8. Extensions;

19 o Rate Schedules Small Distribution Service ("SDS"), Large General Sales

20 Service ("LGSS"), Large Distribution Service ("LDS"), Main Line Sales Service

2r ("MISS"), Main Line Distribution Service ("MLDS") and Natural Gas Vehicle

22 ("NGV"); and 6.) Rider Elective Balancing Service ("EBS").
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Other substantive changes include:

. "Rule r. Definitions" in the Rules Applicable to Distribution Service ("RADS")

has a new definition.

. Areas revised in the Rules Applicable to All Distribution Service ("Rule z") of

the RADS are: r) Section z.+ NGS Creditworthiness; and e) Section 2.7

Distribution Nominations.

. The Rules Applicable Only to General Distribution Service ("Rule 3") reflect

changes to: r) 3.7 Operational Flow Orders ("OFO"); and e) 3.8 Operational

Matching Orders ("OMO");

. The Rules Applicable Only to Choice Service ("Rule 4) has changes in: r) 4.6

Enrollment Procedures; 2) 4.7 Choice Aggregation Service; $ 4.9 Gas Supply

Requirements; 4) 4.4 Company Billing of NGS Natural Gas Supply Services;

and S) 4.16 Termination of an NGS's Participation UnderThis Schedule.

. Revisions to the interstate transmission pipeline names;

. Three edits that are a result of one statute change and two Commission orders

in previous proceedings. In those instances the edits were not included in the

associated compliance tariff filing.

Is there a listing of all the tariffchanges available?

Yes, Tariffpages z through ee present the List of Changes proposed to the Tariffin

this base rate case.
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III. Non-SubstantiveTariffChanges

Begin by describingthe formatting changes.

The Definitions on pages 26,27,28,29, r84, r85, new page t85a, and 186 have been

renumbered and several existing definitions have been shifted to subsequent pages.

There are also numbering and labeling edits in the Table of Contents on page g. The

definition for "month" on page r8g in the currently effective tariffis moved to page

r84. firese changes are the result of the addition of a new definition, which I will

discuss under the substantive changes section of my testimony. Renumbering also

occurs on pages 49 and new page 49a. Page shifting for existing text occurs on

pages 26,27,28,29,49, new page 49a, 50, 112, tt3, t84, t85, new page r85a, t86,

t87, newpage r87a, zot and zoz.

Describe the name change to the intenstate pipelines.

A few years ago, Columbia Gas Transmission Corporation and Columbia GuH

Transmission Company became Columbia Gas Transmission, LLC and Columbia

Gulf Transmission, LIf. These name changes are reflected throughout the tariff.

On page 27 "D[Jl" has been changed to "Dominion".

fV. SubstantiveTariffChanges

What text in the Tariff needs updated to coincide with previously

approvedfilings?

First, the definition of Residential Customer on page zThasbeen revised to comply

with Act 54 and 66 Pa. C.S. $ tS2g.L. Ttre change removes the portion of the



Q.

A

Q.

Q.

A

1

2

3

4

5

6

7

8

9

10

11

t2

13

L4

15

16

17

18

19

20

2L

22

S. Bardes Hasson
Statement No. rz

Page 6 ofr5

definition that reflects a tenant having the gas service account in their name when

there are other tenants receiving gas service from the same account.

What is the second instance?

The second instance affects the Rider State Ta:r Adjustment Surcharge on page 165.

In the first paragraph there is a phrase "for service rendered on and after January 1,

2oL4." Ttre date in that phrase was not updated to "December 20, 2ot4" in the

Tariff Compliance Filing that was effective December 2o,,2oL4, in Docket No. R-

zo14-24o6274.

What is the reasoning for removing the phrase that includes the date in

tlre first paragraph on page t6S?

Since the effective date for the contents of the Tariff page appears in the lower right

hand corner of the page, including the date in the first paragraph is duplicative, and

therefore, unnecessary.

Explain the third instance.

Page t7t deletes "ninety percent (go%o) of the index". This text relates to a cash out

of imbalance gas when a Customer Proxy is no longer active on Columbia's system

and has gas remaining in storage. Columbia allows the Customer Proxy one month

to sell the gas to another General Distribution Sewice ("GDS") customer or Natural

Gas Supplier ("NGS"). If there is still gas remaining on the customer's account after

a month of inactivity, Columbia purchases any remaining gas. In the Commission-

approved Settlement (Docket No. R-eorS-e468oS6), the cash out rate for Deliveries

in Excess of Consumption was revised making the reference on pa1e rZL inaccurate.
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Tlre removal of the "ninety percent (go%o) of the index" phrase on page r7r corrects

the reference to the Deliveries in Excess of Consumption rate calculation.

What changes are reflected onthe Rate Summary?

The Rate Summary pages t6, tT and 18 reflect increases to the Customer Charge,

Distribution Charge and Pass-through Charge, with one exception. The Customer

Charge does not change for annual throughput less than or equal to 6,44o therms

on Rate Schedules Small General Sales Service ("SGSS"), Small Commercial

Distribution ("SCD") and Small General Distribution Service ("SGDS"). Ttre Gas

Supply Charge billed to Rate Schedules Residential Sales Service ("RSS") and SGSS

has decreased.

Page eo, the Other Rates Summary reflects a decrease in the Price-to-Compare.

Explain the changes on the remaining "SummarXf pages.

fire Rider Summary on page er and the Pass-through Charge Summary on page zrb

reflect an increase in the Rider USP - Universal Service Plan.

A decrease to the Rider MFC - Merchant Function Charge is reflected in the Rider

Summary on page zt, the Gas Supply Charge Summary on page zra and the Price-

to-Compare Summaryon page 21c.

Where did these rate changes originate?

Each of these rate changes were obtained from E><hibit No. ro3, Schedule No. 8

pages 6 through ro. Ttre rate design is discussed in Statement No. g, which is in

Company witness Bell's testimony.

What is changing in the Definition sections ofthe Tariff?
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A definition for Ma:<imum Darly Quantity, or "MDQ" has been inserted in section

r.6 on page 26, which is located in the Rules and Regulations Governing the

Distribution and Sale of Gas and page r84 in Rule r Definitions of the MDS. Ttre

definition adds a new process of establishing a summer and winter MDQ. fire

summerMDQ will be based on the most recent historical usage fromApril through

October, and the winter MDQ will be based on the most recent historical usage

from November through March.

What are crnrent MDQs based on?

MDQs are curently based on winter usage for all GDS customers, except asphalt

plants, grain dryers and powergenerators.

What is the reasoningfor establishing a summer and a winter MDQ?

While commercial customers generally experience their peak day usage during the

cold winter months, that is not always true for industrial customers. Some

industrial customers, like asphdt plants, grain dryers, and some power generators

have their greatest usage during the summer.

Operational Flow Orders ("OFOs") are another reason for establishing seasonal

MDQs. An OFO is a Company-issued order to Shippers who nominate gas to

customer accounts that do not have daily gas measurement installed at their facility.

fire Company has the authority to issue an OFO whenever the Company believes

that the darly safe and/or reliable operation of its distribution system may be

jeopardized, including, without limitation, the need to protect the daily supply of

Sales and Ctroice customers. When an OFO is issued, the required amount of gas to
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nominate is based on a percentage of a customer account's MDQ. By adding a

summer MDQ, any OFOs that are in place during the April through October

timeframe will ensure nominations more closely match the individual account

usage. Ttrerefore, using summer and winter MDQs provide customers and

Customer Proxies with a more accurate representation of customer usage for these

seasonal periods.

Are there other tariff changes as a result of the newly defined term of

'Maximum Daily QuantiV' and the addition of a summer MDQ?

Yes. Where the defined term of "Ma:rimum Darly Quantity" or "MDQ" is mentioned

throughout the tarifi the words "currently effective" have been inserted preceding

the term. In addition, Columbia proposes to remove the last sentence in paragraph

3.2.1 on page 2ol that requires asphalt plants, grain dryers and power generators to

provide an MDQ forJanuary.

What change is proposed for the Serwice Limitations section?

On Tariff page 32, the "Emergency Actions Curtailments' paragraph has been

labeled 28.9. This labeling is appropriate since page gt of the currently effective

tariff reflects 2.3.2 Demonstration of Firm Pipeline Capacity and page gg of the

currently effective tariff reflects 2.9.4 Priority Based Curtailments.

E:rplainthe revisionsto Rule 8. Extensions.

The word "dedicated" is deleted on page 48. By removing this single word,

Columbia will have the ability to apply the Capital Expenditure Policy to privately

owned roads where a residential applican(s) resides.
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Page 49 reflects a new paragraph entitled "Residential Multi-Unit Developer

Reimbursement". Ttris new paragraph provides an incentive to a builder or

developer to individually meter each residential unit in a multi-unit structure by

providing a reimbursement for costs associated with installing house lines and/or

venting throughout the building, which enable the residents to receive gas service.

On new pa3e 4ga,the first sentence in paragraph 8.2.9 G) has been grammatically

revised to add clarity. PaEe 4ga also reflects a new paragraph 8.e.S Payment Period

of Deposit. This paragraph allows a commercial or industrial applicant to enter into

an installment agreement for payment of a deposit for a main line extension when

the main line extension requires a contribution by the applicant.

For further detail regarding the new paragraphs on pages 49 and 49a, please see the

testimony of Company witness Waruszewski, in Statement No. 13.

Are additional changes required to the proposed changes to the Captial

Expenditure Policy?

Yes. Specificdly, changes are required do the new paragraph 8.e.S Payment Period

of Deposit prwiously discussed.

Rate Schedules SDS, LGSS, LDS, MISS, MLDS and NGV have a new paragraph

entitled'Main Line Extension Deposit Installment Plan". This paragraph specifies

that any agreed upon installment amount will be added to the Customer Charge on

the customer's bill for the duration of the installment payment plan.

Explain the Rider EBS changes.
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Ttre change to page 167 provides the Company with the ability to offer a new GDS

customer limited Option r service under Rider EBS when full service is not

available. Ttris could occur when the customer begins service on GDS after the EBS

election period in August each year.

On page 168, repetitive text referring to the Rules Applicable Only to General

Distribution Service of the RADS is removed to make the paragraph easier to

understand.

Erylain the change to the RADS, Section 2.4 NGS Creditrn'orthiness.

New tariff page r87a contains the existing text of paragraph 2.4.3 Amount and

Form of Security that was moved from page r87 and new text listing the forms of

security as specified in Title Se, $6e.rrr (c) (z) of the Pennsylvania Code.

What change is made to RADS, Section e.7 Distribution Nominations?

Tlre revision to tariff page 191 adds new paragraph 2.7.2 under section 2.7

Distribution Nominations. Paragraph 2.7.2 identifies the actions Columbia may

take in order to comply with upstream pipeline restrictions and maintain

operational integrity.

According to this new paragraph, what actions may Columbia take?

fire Company may require a Shipper to schedule gas from multiple transmission

pipeline delivery points. When pipeline restrictions or operational limitations limit

deliveries to the Company's city gate, for example, the new paragraph clarifies the

Company's ability to require deliveries at alternate delivery points. Ttris provides
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Customer Proxies with the ability to continue delivering their desired/required gas

supplies at a location that is not impacted by the restriction.

What changes are prolrcsed for 3.7 Operational Flow Orders ('OFOs")

and 9.8 Operational Matching Orders ("OMOs") ofthe RADS?

There is one substantial change proposed that is applicable to both sections 3.7 and

3.8. Specifically, paragraphs g.Z.g and 9.8.4 further define that gas quantities

contracted for under Rate Schedule Standby Service ("SS") may be used only when

the OFO or OMO is addressing an under delivery situation.

Please orplain the reason for this change.

The Maximum Daily Firm Requirement under Rate Schedule SS is the MDQ of gas

that a customer proposes to reserve for purchase from the Company. Under an OFO

or OMO in an under delivery situation, the Customer may purchase gas from the

Company up to its contracted standby service level to alleviate a portion of its

shortfall. In an over delivery sihration, the purchase of additional supplies from the

Company under Rate Schedule SS does not make practical sense. Therefore, in

order to determine compliance with the OFO or OMO, Rate Schedule SS should

onlybe considered during an under delivery situation.

Please explain the change to Section 4.6 Enrollment Procedures in the

Rules Applicable Only to Choice Sewice.

Columbia is simply documenting the requirement of including the "enrollment

bpe" when a NGS is submitting customer information for enrollment in Choice.

Tlris change is reflected in Paragraph 4.6.5.
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Is the (enr.ollrnent t!pe' a new requirement in Columbia's enrolhnent

procedure?

No. Columbia's Choice enrollment procedures have required the enrollment tlpe

for several years.

What is the purlDose for requiring the enrollment type?

Ttre enrollment tlpe identifies the way the NGS enrolled the customer in Choice.

The three tlpes of enrollment are by telephone, internet and in writing.

What is changing in section 4.7 Choie.eAggregation Sewice?

On page 233, in paragraph 4.7,4.2, there is a change to the reference for the index

used to calculate the rate used forthe Choice program annual cash out.

$fhy is the reference to the index dtanging?

Ttre reference to the index is changing because the publication, Platt's Inside

FERC's Gas Market Report, changed the location and labeling of the Columbia Gas

Tlansmission Appalachia price. The monthly price is now found under a column

heading of "Index" for "Columbia Gas, App".

What else is changing in section 4.7?

Paragraphs 4.7.4.r and 4.Z.4.ghave been revised to coincide with paragraph 4.7.4.2.

Ttre specific revision addresses the calculation of the cash-out rate used for the

annual Choice Program reconciliation. Currently effective subparagraph 4.T.4.zwas

revised with Supplement No. ee5, which became effective April L 2o1S, in

compliance with the Order of the Commission approving the Joint Petition for

Settlement at Docket No. R-zorz-zgzt748. Supplement No. zz5 did not update
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paragraph 4.2.4.r. To correct the inconsistency, Columbia is removing the

description of the cash out rate calculation from paragraph 4.7.4.t and adding the

correct cash out rate calculation description to paragraph q.Z.q.g. With this

proposed change, Paragraph 4.7.4.2 and 4.7.49 will have identical cash out rate

calculation descriptions.

What is changing in section 4.9 Gas Supply Requirements?

Similar to new paragraph 2.2.2 on page 191, the new text in paragraph 4.9.5 states

that the Company may require a Choice NGS to schedule gas from multiple

transmission pipeline delivery points. When pipeline restrictions or operational

limitations restrict deliveries to the Company's city gate for example, the new

paragraph clarifies the Company's ability to require deliveries at alternate delivery

points. Ttris provides Choice NGSs with the ability to meet their Choice Daily

Delivery Requirements utilizing an alternate point that is not impacted by the

restriction.

Please describe the revision to 4.tB Company $illing of NGS Natural

Gas Supply Sersices.

Paragraph 4.$.9.2.1includes a description of how and when an NGS shall provide

its billing determinants to Columbia. Ttre revision to this paragraph specifies the

revised business day when the billing determinants are due if the normal due date

falls on aweekend orholiday.

What is Columbia proposing to change in section 4.16 Termination of

an NGS's Participation Under This Schedule?
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Columbia is proposing to remove "OMO" from paragraph 4.t6.t.

What is the reiason for this change?

Section 4.16 falls under the Rules Applicable Only to Choice Service. OMO's are

only applicable to customer accounts with daily measurement. On Columbia's

system, Choice eligible customers do not have daily mqrurement. Therefore,

OMO's are not applicable to Choice.

Does this conclude your direct testimony?

Yes, it does.
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1 I. Introduction 

2 Q. Please state your name and business address. 

3 A. Robert C. Waruszewski, 121 Champion Way, Suite 100, Canonsburg, Pennsylvania. 

4 Q. By whom are you employed and in what capacity? 

5 A. I am employed by Columbia Gas of Pennsylvania, Inc., ("Columbia" or "the 

6 

7 

8 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Company") as a Senior Regulatory Analyst. 

What are your responsibilities as Senior Regulatory Analyst? 

I assist in the coordination and supervision of regulatory activity before the 

Pennsylvania Public Utility Commission ("Commission"), including rates and 

tariffs. 

What is your educational and professional background? 

I graduated in 2011 from St. Vincent College, Latrobe, Pennsylvania where I 

majored in both mathematics and economics. After graduation, I worked as a junior 

accounting clerk for the Bank of New York Mellon, assisting in the preparation of 

audits as well as gathering local tax data for the bank's employees before joining 

Columbia in November of 2011 in the Regulatory Department. In November of 

2013, I was promoted to my current role of Senior Regulatory Analyst. 

Have you testified before this or any other Commission? 

Yes, I testified in the Company's 2015 Rate Case, R-2015-2468056 and in the 

Company's Snowshoe Abandonment Proceeding, A-2015-2513395. In addition, I 
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have testified before the Public Service Commission of Maryland on several 

occasions. 

Please describe the scope of your testimony in this proceeding. 

I am presenting and describing two new business proposals designed to expand the 

availability of natural gas service in Columbia's service territory. In addition, I am 

sponsoring Columbia's request to include transaction fees associated with all 

payment channel options available to residential customers in the cost of service. 

What new business proposals were approved in Columbia's 2015 Rate 

Case? 

Columbia's proposals of a footage allowance of 150 feet of main per residential 

applicant, an allowance of 150 feet of service line in the areas where the Company 

owns the service line, and a reimbursement for up to $1,000 of house piping costs 

per applicant on qualifying projects were approved in the Company's last rate case. 

Please describe the Company's current line extension policy. 

When a potential customer requests that Columbia extend its facilities to serve the 

potential customer, the Company uses an economic analysis to determine the cost 

of serving that customer, as described in section 8.2 of its tariff. This analysis 

compares the net present value ("NPV") of the projected future revenue, for that 

customer, to the cost to add the customer to Columbia's system. For residential 

customers, the Company will extend up to 150 feet of main, as well up to 150 feet of 

service line, in the areas where the Company owns the service line, per the 
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programs approved in the Company's 2015 rate case without cost to the customer. 

If the project requires greater extensions for residential customers, the economic 

analysis is undertaken. If the result is positive, that is, the projected customer 

revenues are greater than or equal to the projected cost on a net present value basis, 

then the Company will make the line extension without cost to the customer. 

However if the result is negative, that is, projected costs are greater than projected 

revenues, the customer pays a deposit for service equal to the NPV difference. If 

Columbia is approached by multiple potential customers to be served off a single 

extension of facilities, projected revenues and costs are combined into a single 

calculation. 

Has the Company received encouragement to expand the availability of 

natural gas throughout Pennsylvania? 

Yes, in her statement regarding Columbia's New Business Proposals approved in R-

2015-2468056, Commissioner Witmer stated: 

I applaud the addition of these complementary 
proposals. When effectuated, they should enable more 
individuals to receive natural gas service and they serve as a 
positive step in removing barriers for customers that desire to 
convert to natural gas. I believe it is critically important to 
promote innovative programs to encourage the extension of 
natural gas to underserved and unserved areas of the 
Commonwealth. To that end, I appreciate the Company's 
responsiveness in creating more expansive opportunities for 
conversion, and I look forward to their implementation. 

Also, in the Joint Motion of Chairman Brown and Commissioner Powelson on 

February 25, 2016, the Commissioners urged utilities to "promote the consideration 
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of special natural gas rates for owners and operators of CHP facilities". Columbia's 

proposal regarding large commercial and industrial customers will respond to this 

request. 

How does Columbia further propose to expand natural gas service in 

this case? 

Columbia has developed two additional incentives that, in conjunction with the 

three programs approved in the previous rate case, will further enable more 

customers to elect natural gas service: (1) reimbursement to builders/developers for 

the installation of house piping and/or venting in multifamily homes when 

projected revenues exceed projected costs by a certain threshold, and (2) the ability 

to charge rates for large commercial and industrial ("C&I") customers above current 

tariff rates in lieu of paying the entire deposit up front to cover the cost of enabling 

the C&I customer to receive natural gas service. 

15 II. Multifamily House Line Reimbursement 

16 Q. Please explain the Multifamily House Line Reimbursement program. 

17 A. As stated earlier, the Company runs an economic analysis for customers who 

18 request a main line extension. For multifamily housing projects where the economic 

19 analysis result is positive, the Company proposes to reimburse developers up to the 

20 positive NPV for the project, but no more than $1,000 per unit for the cost of 

21 installing house piping or venting to each unit. 
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Similar to the residential house p1pmg program that was approved in the 

Company's 2015 rate case, in order to obtain reimbursement, the Company is 

proposing that the builder or developer pay for the work to be done in the units and 

then provide the Company documentation that the work has been completed. 

Will the cost of the 150 feet of main and service line be included in the 

economic analysis to determine if the builder/ developer is eligible for a 

house piping reimbursement? 

Yes, similar to the residential house line reimbursement program, even though the 

Company will extend its main 150 feet and install 150 feet of service line, in areas 

where the Company owns the service line, at its own expense for each customer, 

these costs will be placed in the economic model when determining if the 

builder/developer is eligible for a house piping reimbursement, so that existing 

customers do not subsidize new customers for house piping. 

Who will be eligible for this program? 

To be eligible for this program, a builder and/or developer must be either 

converting an existing multi-unit residential building or constructing a multi-unit 

residential building that includes natural gas as a fuel source for each individual 

unit. The builder or developer must agree that each unit will have a separate 

Company gas meter. 

Why is Columbia proposing this reimbursement? 

Multifamily construction is trending upward in the United States. Please see Exhibit 
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RCW-1 for more details. However, because of the time and costs associated with 

installing extensive additional piping and venting throughout a multifamily 

building to comply with building code and natural gas installation requirements, 

developers often choose to use electricity for the energy needs of the building. This 

is not an ideal situation for residents of multiunit residential buildings, as they end 

up paying more out of pocket for energy consumption, because electricity is a more 

expensive energy source than natural gas. 

Please explain your statement that choosing to use electricity for energy 

needs is more expensive than natural gas. 

Below is a chart that compares the estimated annual heating costs and water 

heating costs of natural gas compared to electric in Pennsylvania. 

Natural Gas 

Electric 

Annual Heating 
Costs 

$927 

$1,610 

Table 
Annual Water 
Heating Costs 

$354 

$852 

Total Annual 
Energy Costs 

$1,281 

$2,462 

This table reflects space heating costs, which are based on current Columbia Gas of 

Pennsylvania rates and EIA rates for electric. The annual energy use is based on an 

average of 87.7 MMBTU. Space heating equipment used to calculate the costs are 

standard efficiency 80% for natural gas and standard efficiency 7. 7 HSPF for 

electric heat pumps. Water heating costs are all based on storage water heaters. 

To remedy this situation, Columbia proposes to offer an incentive for developers to 

install the necessary additional piping and venting so that new or converted 
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multifamily buildings are capable of receiving natural gas service. 

Will existing customers be subsidizing new customers on the house 

piping/ venting proposal? 

No, as stated, Columbia will never reimburse a customer enough to cause the 

project to return a negative result. Because the reimbursement can only go as high 

as the positive result of the project, existing customers will not be subsidizing the 

costs of new customers' piping or venting. In fact, because of the reimbursement 

limit equal to $1,000 per unit, there will be some cases where the NPV of the project 

is high enough to provide a benefit to existing customers. Below are two scenarios 

in which the builder or developer would like to install natural gas capabilities for a 

multifamily building, but without the assistance of the Company for house piping or 

venting installation, the projects would use another energy source. 

Units Economic Economic Available Net Result 
Analysis Result Result Per Unit Reimbursement 

5 $3,000 $600 $3,000 $0 

5 $8,ooo $1,600 $5,000 $3,000 

In scenario 1, the economic analysis yields a positive result of $3,000, or $600 per 

unit. In this case, the Company would reimburse the developer up to the positive 

NPV of the project, $3,000, yielding a Net Result of $0. The economic model guides 

the Company to make the investment of the main extension for any project with a 

net result greater than or equal to $0. Even with the Company contribution to 
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piping/venting installations, the project would still be economically justified. To 

put it another way, the rates that the new customers will pay will fully cover the 

investment of adding them to the system including paying the incentive to the 

builder and/or developer. Therefore, the effect to existing customers is the same as 

if a project with an economic analysis net result of $0 was built for customers 

without any money given in contribution to house piping or venting. 

In scenario 2, the economic analysis yields a positive result of $8,ooo, which is an 

average of $1,600 per unit. In this situation, the Company would reimburse the 

developer up to $5,000 for house line installations in the five units, since the 

Company's limit on reimbursement per unit is $1,000. The net result is a $3,000 

benefit to existing customers from the new customers being added to the system 

because the projected revenues exceed the projected costs, even including the cost 

of reimbursement for the house piping/venting. 

Why did the Company set a reimbursement limit unit of $1,000 per 

unit? 

Columbia set the reimbursement limit of $1,000 per unit so that this program 

would be comparable to the Company's house line reimbursement program for 

residential customers. 

For ratemaking purposes, how will the Company record the cost of 

house piping/venting reimbursements? 
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The Company will record the cost of reimbursing house piping/venting as an O&M 

expense. 

Has the Company included any projected costs for this program? 

Yes, Exhibit RCW-2 illustrates the net cost of this program to ratepayers based 

upon the incremental costs the Company would incur and revenues that the 

Company would collect if this program were to be approved. The net cost of this 

program is included in Witness Miller's Cost of Service as an O&M expense. I note 

that for each project the reimbursement is a one-time expense, but the Company 

expects that the program will encourage additional projects each year. 

How did the Company develop the projections for this program? 

Columbia used historical data from the multiunit housing projects that the 

Company has previously evaluated in the economic model to develop the 

projections for this program. 

15 III. Large Customer Incentive 

16 Q. What does the Company propose for large customers who wish to begin 

17 receiving natural gas service in this case? 

18 A. For new applicants projected to use more than 64,400 therms annually, the 

19 Company proposes that it have the ability either to receive the full deposit up front, 

20 or to negotiate to receive some or all of the deposit over time, through an increase to 

21 charges to the customer. This negotiated rate would be above the Company's 
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current applicable rate structure to recover from the customer the uneconomic 

costs of the main line extension to serve the customer. The rates portion of the 

deposit to be paid up front and terms of the agreement would be stipulated on an 

individual basis between each customer who elects this option and the Company. 

Why is the Company proposing this option? 

The deposit amount is often the biggest barrier for customers to convert to natural 

gas. By having the option to eliminate or reduce the deposit through an alternative 

rate structure, the Company will help more customers convert to natural gas and 

enjoy the savings of this efficient natural resource. This new incentive will promote 

the growth of new businesses and economic development within the 

Commonwealth, including, but not limited to, Combined Heat and Power ("CHP"). 

13 IV. Transaction Fees Proposal 

14 Q. Please describe the scope of Columbia's proposal to include all 

15 residential payment channel fees in the cost of service. 

16 A. Currently, Columbia customers can make bill payments via mail, monthly debit 

17 from their financial account, authorized walk-in locations, one time electronic 

18 payment as a registered on-line account holder, and through a third party processor 

19 via debit card, credit card or Automated Clearinghouse ("ACH") electronic 

20 payments. The processing fees associated with all but the third party credit card, 

21 debit card, ACH and walk-in locations are included in the cost of service calculation. 
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In this case, Columbia is proposing that all costs, including those associated with 

credit card, debit card, ACH electronic payments and walk-in customer payments, 

be included in the cost of service calculation. If approved, all residential customers 

will be able to select the payment channel of their choice without consideration of 

additional convenience or transaction fees. 

Please describe the residential customer benefits resulting from 

Columbia's inclusion of all payment channel fees in the cost of service. 

The inclusion of these fees in the cost of service is designed to enhance the overall 

experience of Columbia's customers. Customers frequently comment via surveys 

that they would prefer to pay online via the method of their choice, and without 

incurring an additional fee to do so. Customers responding to the Company's 

internal survey results echoed this suggestion. Please see Exhibit RCW-3 for 

customer comments regarding payment fees. Benefits of including all payment 

transaction fees in the cost of service include the following: 

• Elimination of the convenience fee to customers for electronic payment 

through our third party processor for credit card, debit card and ACH 

transactions; 

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

authorized walk-in locations; 

• Encourage customer use of Columbia's authorized agents, thus avoiding 

delays in processing payments made through unauthorized agents; and, 
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• Increased customer satisfaction by allowing customers to pay via the channel 

of their choice - free of charge. 

What is Columbia's long term customer bill payment channel strategy? 

Customer expectations are constantly changing, as companies focus on improving 

customer satisfaction and addressing changing needs due to technological 

advancements (e.g. tablets, smart phones, etc.). Columbia's goal is to work 

diligently to offer a variety of customer-focused payment options to address 

evolving payment expectations and improve the customer experience. 

What is the amount of the transaction fee annual costs that are 

included in this cost of service? 

This cost of service includes annual transaction fees associated with projected 

payment volumes resulting from the elimination of all customer fees for credit card, 

debit card, ACH electronic payments and walk-in customer payments. Columbia 

estimates that credit/ debit card payment volumes will almost double as a result of 

plans to offer these payment channels at no additional charge per transaction. The 

projected annual costs for credit cards and walk-in payments the initial year are 

estimated to be $516,954. The details for the cost and projected volumes for each 

transaction are detailed on Exhibit RCW-4. 

Please summarize your tariff change and transaction fees proposals. 

The Company proposes to reimburse builders/developers up to $1,000 per unit for 

the installation of house piping on multifamily homes when projected revenues 
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exceed projected costs by a certain threshold. In addition, the Company proposes to 

reduce or eliminate the deposit for large commercial and industrial customers who 

agree to a negotiated rate for gas service. Finally, the Company proposes to waive all 

transaction fees associated with the payment of residential customers' bills and 

include these costs in the cost of service. 

Does this conclude your direct testimony? 

Yes, it does. 
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Executive Summary 

Demand for multifamily rental housing was higher than expected in 2015, absorbing much of the newly completed 
supply. Therefore, vacancy rates remained low and rents continued to rise in most markets. As more supply 
enters the market in 2016, multifamily fundamentals will moderate, more so in some geographic markets than 
others. 

Sustainable Market Growth 
Steady economic growth and key drivers will keep the multifamily market moving forward in 2016. 

• Multifamily rental demand kept pace with the large wave of new supply in 2015 and will remain stro_ng 

into the foreseeable future. 
o Favorable demographic trends, strength in the job market and reduced affordability of owning a 

home will continue to fuel strong demand for multifamily rental units. 
o As more supply enters the markets, the national vacancy rate will increase slightly, but it will 

remain less than the historical average through 2016. As a result, rent growth will remain strong 

until new supply can catch up with demand. 
• In 2015, 306,000 multifamily units were completed and entered the market - the most in a single year 

since 1989. The level of new multifamily supply is expected to remain elevated over the next few years, 
given that the number of new construction permits rose again in 2015. 

• The labor market added 2.7 million jobs and is near full employment as the unemployment rate finished 
2015 at 5 percent. The strengthening labor market will put upward pressure on wage growth in 2016. 

• Despite the Federal Reserve's decision to increase interest rates in December 2015, multifamily property 
price growth will remain strong and capitalization rates will not be significantly affected in the short-term. 

• Multifamily origination hit record volume in 2015. It may have another record year in 2016 because of 
increasing property prices, new completions and maturities, all of which present favorable investm ent 

opportunities. 

Vacancy and Rent Growth at the Geographic Market Level 

For the majority of markets, vacancy rates remain below and rent growth above their historical averages. Gross 
income growth (average rent adjusted for vacancy) is mixed across markets and will further disperse as new 
supply enters the markets. 

• Our top 1 O list of metros based on 2016 gross income growth is dominated by West Coast markets, the 

exceptions being New York and Chicago. 
• Vacancy rates in Washington, D.C. will increase fu rther above their historical average in 2016; but 

multifamily construction started to slow down at the end of 2015. Boston, Jacksonville, and Norfolk are 
also projected to finish 2016 with vacancy rates above their historical average. Stronger-than-anticipated 
demand in Austin will outpace supply in 2016, keeping vacancy rates below the historical average. 

• As oil prices near decade lows, several metros in Texas along with Denver will feel the impacts as 

employment growth slows as a result. 
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o Employment growth forecasts available to us forecast Houston growth will remain positive in 
2015, but well below levels seen in the past few years. Vacancy rates will increase through 2016 
and rent growth will moderate but remain strong enough to beat historical averages. 

o Denver and Fort Worth will also see employment growth fall short of the last few years. 
Multifamily fundamentals will remain robust there, but with more moderation. 

Multifamily Market-level Sensitivity Analysis 

We test the sensitivity of multifamily performance across a range of economic growth forecasts from Moody's 
Analytics; strong growth, slow growth, moderate recession and low oil prices. These analyses reveal that even in 
stressed scenarios, gross income in nearly all markets is projected to grow, albeit at lower rates compared to the 
baseline scenario. 

• In the strong growth scenario, gross income will grow more than the baseline scenario, but only by a 
modest amount because of the already above-average performance seen in the majority of markets. 

• In the case of slow growth, all metros will see potential for lower gross income growth, but the majority 
will remain above their historical averages. A moderate recession will cause all metros to drop to or 
below their historical averages; some will turn negative. 

• In the low-oil-price scenario, markets in Texas - including Houston, Austin, Dallas, San Antonio, and Ft. 
Worth - along with Denver and Oklahoma City would feel the biggest impact on gross income growth in 
2016, but growth will remain above historical averages in each of those markets, except for Houston and 
Austin. 
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• The multifamily rental market experienced its strongest post-recession growth in 2015, despite a wave of 
new supply. 

• In 2016, new supply of multifamily units will continue to enter the market at levels not seen since the 
1980s; meanwhile, plans for additional construction continue to increase. 

• Multifamily performance at the national level will remain robust into 2016, but some individual markets 
are starting to moderate. 

• We stress test multifamily performance based on strong and weak economic forecasts. Our analysis 
indicates even if economic growth slows down, gross income will continue to grow in nearly all markets, 
albeit at lower rates compared to the baseline scenario. 

The multifamily rental market had another fantastic year in 2015. Demand kept pace with new supply, despite a 
large wave of new properties delivered to the market. Vacancy rates barely budged and rent grew at the highest 
rate since 2000. The market's extended period of growth confirms that rental housing is a growing segment of the 
housing market and not just experiencing a temporary correction after the Great Recession. 

In 2016, we expect another good year for multifamily. Despite some headwinds in the economy, favorable 
demographic trends and economic growth will fuel household formations and strong multifamily growth. As more 
supply is delivered, most markets will moderate, but market cooling is not a given. Looking back over the last few 
years, some markets with the greatest gross income growth (average rent adjusted for vacancy) were those 
taking on a significant amount of new supply. 

Low oil prices, reduced housing affordability in both rental and ownership and interest rate adjustments wi ll also 
impact the multifamily market, some metros more than others. Although fundamentals began to moderate slightly 
by the end of 2015, more factors are poised to encourage continued growth than to constrain it. 

Section 1 - Multifamily Market Drivers 
The economy continued to improve steadily during 2015 and most macro-economic forecasters expect the trend 
to extend through 2016. Gross domestic product (GDP) for 2015 was revised downward to 1.8 percent, but still 
subject to revisions, and predictions for 2016 are in the range of 2.5 percent. While this level of economic growth 
will allow the economy to continue its steady recovery, the growth falls below the long-run average of 3.2 percent 
going back to 1948. However, on average, the economy is expected to see more moderate growth in the long
term. The Bureau of Labor Statistics stated in its Employment Projections 2014-2024 report, with more people 
reti ring, labor-force growth will slow and lead to suppressed economic growth at the national level. GDP is 
expected to grow only 2.2 percent on average per year over the next decade. 

The Federal Reserve increased short-term interest rates in December 2015 for the first time in nearly a decade. 
The Fed's decision to raise rates came from steadily declining unemployment, consistent real economic growth, 
and a strengthening housing sector. Tighter monetary policy is not expected to generate a spike in longer-term 
interest rates in the near-term, however. Mortgage rates will rise modestly but remain near historical lows. 
Continuing strong job and income growth will result in increasing household formations through 2016. 

Global geopolitical issues that influence economic conditions are often unpredictable but still can affect real 
estate investment conditions. Many foreign investors still turn to U.S. Treasury bonds (Treasuries) as a stable 
investment during instability, keeping the long-term interest rate low and strengthening the dollar. However, the 
impact of a major global slowdown could ripple through the U.S. economy. 
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Employment growth remained strong in 2015, albeit more subdued than in 2014. A total of 2. 7 million non-farm 
jobs were added, the second largest annual gain since 2000. The unemployment rate dropped 60 basis points 
(bps), to 5 percent, in 2015. Similar job growth is expected in 2016, but only lowering the unemployment rate to 
4.8 percent, as more people who stayed on the sidelines are expected to enter the labor force. Most industries 
will continue their healthy growth, except for manufacturing and energy; the strong dollar and struggling oil prices 
have led to slowdowns in these two industries. 

Despite the low unemployment rate and high number of job openings, wage growth continues to disappoint. 
Wage growth in 2015 was stronger than in previous years, but the modest gains compared to historical growth 
indicate slack in the labor market. Job growth slowed across all wage tiers in 2015 compared to 2014, but all tiers 
are still hiring. According to Witten Advisors, middle-wage jobs had the most job gains in 2014 and 2015, 
outpacing low-wage job growth that dominated the first three years following the Great Recession. Meanwhile, 
high-wage job gains were hurt in 2015 partially because of the energy sector's contraction. 

Announced layoffs in 2015, according to the Challenger Report, were at their highest since 2011 at 598,510. The 
energy sector announced the most layoffs, with 94,409 in 2015 compared to 14,262 in 2014. However, weekly 
initial unemployment claims have been below 300,000 - a level generally indicative of a strong labor market- for 
46 straight weeks, as of January 16. This is the longest streak of claims below 300,000 since at least 1989, as 
shown in Exhibit 1. 

Exhibit 1: Announced Layoffs and Initial Unemployment Claims 
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The strength in the broader economy and labor market continues to fuel household formations. Total household 
formations increased by 1.5 million in the first nine months of 2015. While slightly lower than the prior three 
quarter's year-over-year change, it marks the fourth quarter that total formations exceeded one million. 

Household formations have been heavily skewed toward renters over the last nine years, as shown in Exhibit 2. 
Since 2007, eight million renter households have been formed, while owner-occupant households have 
decreased by 1.8 million. The homeownership rate did increase 30 bps over the prior quarter to 63.7 percent, the 
first quarter-over-quarter increase since third quarter of 2013. The pick-up in ownership most likely resulted from 
households who were on the fence about owning finally taking the plunge before an anticipated interest rate hike. 
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Increased owner-occupancy wi ll positively affect rental housing in the long-run; more household formation, 
regardless of tenure, ~enefits the economy, creating more jobs, which spurs further household formations. 

Exhibit 2 - Annual Renter and Owner Household Formations and Homeownership Rate (200701 - 201503) 
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One factor that could slow renter household formations is the declining affordability of rental housing. There is a 
growing disconnect between renter income and asking rent for new multifamily units. Many new units are not built 
to accommodate households in the lower-income distribution. According to the Joint Center for Housing Studies 
(JCHS), only 10 percent of new units built had asking rents at levels considered affordable to about half of the 
renter popu lation. 

Despite reduced housing affordability, we expect renter household formations to remai n strong because of 
favorable demographics and pent-up demand following the Great Recession. While the pace of renter household 
formations is expected to slow from the robust pace of the past few years, the JCHS estimates 4.4 million renter 
households will form by 2025 based on adult population growth alone. 

Exceptional Multifamily Performance 
The multifamily sector performed better than anticipated in 2015 ·despite the large flow of new completions to the 
market. Vacancy rates barely budged, increasing to 4.4 percent from 4.3 percent. Gross income growth reached 
4.6 percent in 2015, exceeding expectations and reaching the highest level of growth since 2000, according to 
REIS. A combination of stronger-than-anticipated demand and slower-than-anticipated property deliveries 
suggests that multifamily market fundamentals will remai n solid. 

Through 201 6, multifamily supply wi ll continue to enter the market at elevated levels. Demand wi ll remain strong 
enough to absorb most of the units, but supply is expected to outpace demand by the end of 2016. Vacancies will 
rise slightly to 4.8 percent and gross income growth will remain above historical average at 3.9 percent by year
end, as shown in Exhibit 3. 
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Exhibit 3 - Vacancy Rate and Gross Income Growth, History and Forecast 

10.0% .... 
i 8.0% 

" " E 6.0% 
8 .s 

I 4.0% 

" -o 2.0% 
c 
ti 

i 0.0% 

~ ·2.0% 

! ·4.0% .j-,--,--,--,-,--,-,--,,--,.--,r--,r-rr-rr-r--r--r--r--i--'i---r--r--r-.--.--r-r-i 

I m m i i ffi I i I ffi ~ ~ ~ ~ ~ ~ ~ ij ~ ~ ~ ~ ij ~ ~ ~ ~ ~ 
- vacancy - Gross Income Growth 

- - - Historica l Vacancy (1990 • 2015) - - - Historical Income Growth (1990· 2015) 

Sources: REIS, Freddie Mac projections 

Multifamily Completions Up, Total Housing Supply Insufficient 

Exhibit RCW-1 
Page 6 of 15 

Multifamily Outlook 2016 

Multifamily completions in 2015 hit 306,000 units, slightly more than the previous cyclical peak of 305,000 in 2000 
and the most since 1989, as shown in Exhibit 4. In second quarter 2015, the market registered the largest 
quarter-over-quarter increase in completions since 2000, with 80,000 new units delivered. The multifamily 
market's performance throughout 2015 indicates that demand met the large amount of new supply. 

Exhibit 4 - Multifamily Starts and Completions (5+ Units) and Employment 
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Multifamily starts continued to increase in 2015, as shown in Exhibit 4, indicating that completions will remain at 
high levels through 2016 and 2017. The elevated level of multifamily construction is a testament to many 
investors' confidence in the multifamily sector. By the end of 2015, multifamily performance started to moderate 
under the weight of new deliveries, causing some investors to worry that new construction will outpace demand. 
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One crucial factor to consider is the overall level of housing supply. Despite the large increase in multifamily 
starts, the total number of housing starts in 2015 (which includes one-unit, two- to four-unit, and five-plus-unit 
buildings) was 30 percent less than the historical average, measured from 1970 to 2007. Therefore, the housing 
market is experiencing below-average housing construction, creating a shortage of total housing supply, which is 
being partially filled by the increase in multifamily construction. 

Strong Property Price Appreciation and Rising Interest Rates 
Multifamily property prices have grown remarkably since the low that followed the Great Recession. Surging 
demand and lack of supply have resulted in annual price appreciation between 13 and 15 percent. As of 
December 2015, property prices were 38 percent higher than the pre-recession peak. There is a concern, 
however, that the Federal Reserve's decision to increase interest rates in December 2015 may have a negative 
impact on property prices. Another concern is that property prices are growing faster than property cash flows 
which is not sustainable for an extended period of time. 

Multifamily capitalization rates (cap rates) are not expected to be significantly impacted by the interest rate hikes 
in the short-term. The spread between cap rates and the 10-year Treasury remains historically wide, as shown in 
Exhibit 5, and will be able to absorb some of the interest rate increases. As of December 2015, cap rates dropped 
below 6 percent to 5.9 percent, according to Real Capital Analytics (RCA). Cap rates for the higher quality 
properties in more desirable locations are typically lower than the overall average, and have been around 5 
percent since mid-year 2014. These markets have seen some of the strongest price appreciation and cap rates 
are expected to remain around 5 percent. For the overall multifamily market, we project that cap rates could 
increase slightly but will stay in the low 6 percent range through 2016. This forecast assumes steady employment 
growth, the 10-year Treasury rate remaining below 3 percent, and spreads continuing to tighten mildly to 300-330 
bps. 

Exhibit 5 - Multifamily Value Index, Cap Rate Spread and Treasury Rate 
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Record Origination Volume 
Multifamily origination volume is expected to set another record high in 2015, at $256 billion. We expect 
origination volume to be even higher this year, because of increasing property prices, increasing construction 
pipeline, a large wave of maturities, and a relatively low - albeit starting to rise - interest rate environment. As 
shown in Exhibit 6, we anticipate that 2016 origination volume will reach between $250 billion and $260 billion. 
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The growth among the government-sponsored enterprises (GSEs), Freddie Mac and Fannie Mae, constituted the 
largest portion of the 2015's increase over 2014. As the economy continues to improve, other market participants 
will increase their market presence. 

However, a change in regulatory guidelines on banks could create a headwind for origination volume. U.S. 
regulators expressed concern about the growing commercial real-estate sector and the possible rise in risky 
lending. The regulators may require banks to hold more capital or take other actions in 2016 if their commercial 
real-estate lending is deemed more risky. These regulator actions could affect the amount of multifamily volume 
banks can originate and lower the total 2016 volume. 

Exhibit 6 - Multifamily New Purchase and Guarantee Volume($ Millions) 
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Section 2 - Multifamily Market-level Outlook 

Many metropolitan areas have had exceptional growth in their multifamily sector, thanks to strong demand. 
Stronger-than-anticipated demand in 2015 kept rent growth above historical average in many markets. 

Our list of the top 1 o markets based on forecasted gross income growth for 2016, is shown in Exhibit 7, along 
with actual growth for 2015, as reported by REIS. The ranking of markets remains consistent with previous 
results as many of the top 10 are West Coast markets, mostly in California. Chicago and Orange County moved 
into the top 10 as limited new construction has allowed rents to grow while vacancy rates stayed low. But in most 
of these markets performance is expected to be slower in 2016 than in 2015, except in Chicago, Orange County, 
and Los Angeles where gross income growth will accelerate in 2016.

1 

1 Our forecasts also incorporate an update to our forecasting model. Adjustments were implemented to capture more movements among 
metros, which led to higher rent growth in some markets. These updates and results are consistent with market expectations and provide a 
better forecasting model for future vacancy rates and rent growth. 
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Exhibit 7 - 2016 Forecasts for Top 10 Metro Markets' Gross Income and Vacancy 

Annualized Growth in Vacancy Rate 
Gross Income 

Metropolitan Market 
2016 2015 2016 2015 

San Francisco, CA 8.2% 10.7% A.0% 4.1 % 
Oakland, CA 6.5% 6.5% 2.8% 2.7% 
Seattle, WA 6.0% 7.4% 5.4% 5.3% 
Los Angeles, CA 5.9% 5.0% 3.3% 3.3% 
Sacramento, CA 5.8% 7.0% 2.7% 2.4% 
San Jose, CA 5.2% 5.5% 4.4% 3.9% 
New York, NY 5.2% 6.0% 3.0% 3.1% 
Orange County, CA 5.2% 3.7% 3.2% 3.0% 
Chicago, IL 5.1% 3.5% 3.8% 3.8% 
Portland, OR 4.9% 6.2% 5.4% 5.0% 
United States 3.9% 4.6% 4.8% 4.4% 
Source: REIS, Freddie Mac projections 

On the supply side, many markets continue to experience above-average construction, but vacancy rates in most 
of these markets will remain below average, as shown in Exhibit 8. Supply started to moderate in many markets 
by the end of 2015, which will help them absorb the new inventory and continue to grow at or above historical 
average levels. Construction levels in a few markets were higher by the end of 2015 than six months prior, such 
as Nashville, Dallas, and Salt Lake City. However, vacancy rates in these three markets are expected to stay 
below their historical averages in 2016. 

Exhibit 8 - Multifamily Starts and 2016 Forecasted Vacancies Relative to History 

300'-' 8 Percent•i• oaforenco in Starts over tho Past Year Rolatl',o to Avorai• Pre·rocossion Starts (2000·2007) 
15% 

• 2016 For<easted Vacancy (RHS) 
250'-' 

IJ Histor ical Av•••&• V11<oncy (2000-2007) (RHS) 

10% 

·100!$ ·5% 

Sources: REIS, Moody's Analytics, Freddie Mac projections 

Despite a meaningful slowdown in construction in the Washington, D.C. area over the past six months, the gap 
between 2016 and historical vacancy rates wi ll widen as new supply enters the market. Boston, Jacksonville, and 
Norfolk will also most likely experience vacancy rates in 2016 above their historical averages. Vacancy rates in 
most markets will increase as new supply becomes available over the course of 2016; nevertheless, vacancy 
rates will stay below average in the majority of the markets. 
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In 2016, rents wi ll grow more slowly than in 2015 in the majority of metros but still at a pace above historical 
averages and the expected inflationary target of 2 percent, as shown in Exhibit 9. Expectations are higher than 
previously forecast because of stronger-than-anticipated demand and expected wage growth. Strong demand will 
put upward pressure on rents, while increased wages will boost household formations and allow some to upgrade 
their living situations. Most metros will see growth rates moderate in 2016, but much less than previously 
anticipated. The relatively low vacancy rate in most markets also will continue to contribute to the strong rent 
growth; high occupancy coupled with high demand allows landlords to increase rents. 

Exhibit 9 - Rent Growth Forecasts for 2016 Relative to History 

9% 

-2016 Rent Growth - Historical Average Rent Growth (2000·2007) - Inflation 2016 (2.0%) 
8% 

7% 

6% 

5% 

4% 

3% 

I 
1% 

I 

Sources: REIS, Freddie Mac projections 

Rents continue to grow most in markets in California as well as Seattle. The markets forecasted to experience the 
least rent growth are generally those that have gained significant supply in recent years, such as Washington, 
D.C. and Austin, or weaker economies, like Minneapolis and Las Vegas. Rents in Washington, D.C. and 
Minneapolis, despite a relatively strong showing in 2015, wi ll roll back in 2016. Minneapolis has been 
experiencing a relatively strong rebound so far, but in 2016 employment growth is projected to slow down due to 
the strong dollar constraining the manufacturing sector, a key employment sector in Minneapolis, and 
subsequently slowing rent growth below its historical average. Meanwhile, in Austin and Las Vegas, rents are 
rising less than in most other metros but are still growing at or above historical averages. 

Despite the low oil prices, most energy dependent areas conti nue to perform above average. Houston has the 
most risk associated with low oil prices and has seen the largest slowdown in employment growth. Annual non
farm employment growth slowed to 0.8 percent, as of November 2015, significantly below the pace achieved in 
the last few years. As a consequence, Houston's 2016 rent growth and vacancy rates will moderate but perform 
inline or better than the historical average. 

Other energy dependent metros have been much less affected by oil price drops than Houston; as a result, job 
creation has not slowed as much. Annual employment growth in Austin, Dallas, and San Antonio remained strong 
through November 2015 and is on pace to match the annual growth rates of the last two years. In Ft. Worth, job 
growth slowed below the national average as of November 2015, but this market did not experience the rapid job 
growth that other Texas metros did in the past few years . Meanwhile, outside of Texas, job growth slowed in 
Denver compared to prior years, but is still above the national average. 
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If oil prices remain near or below $35 per barrel over the next several months, the labor markets in these markets 
could be impacted more severely, which would put further stress on their multifamily fundamentals. 

Section 3 - Multifamily Market-level Sensitivity Analysis 
To assess the potential outcomes of multifamily performance for 2016, we project gross income growth across a 
range of economic forecasts that come from Moody's Analytics.2 

We ran our multifamily market performance model based on Moody's Analytics baseline scenario and compared 
it to four alternative economic scenarios: stronger near-term growth, slower near-term growth, moderate 
recession, and low oil prices.3 Each scenario includes assumptions related to the strength of the dollar and 
subsequent U.S. exports, Europe's and China's potential growth, oil prices, and interest-rate movements. These 
assumptions have varying impacts on drivers that affect gross income growth; employment, house price 
appreciation, consumer price index, and per capita income. While most industry participants expect consistent 
growth will continue into 2016, others anticipate a slowdown in the near-term. From our results, we can see that a 
slow-growth scenario would not be enough to derail most multifamily markets; however, a moderate recession 
would cause all markets to drop below their historical average gross income growth. 

Exhibit 1 O shows the results of our analyses at the national level. Multifamily performance previously described in 
Section 2 was forecasted using the baseline scenario. As mentioned, gross income will moderate in 2016 as 
vacancies increase and rent growth slows. A stronger economy in the near-term will drive more job growth, 
higher per capita income, higher inflation, and higher single-family house prices, all of which will bolster 
multifamily performance. On the other hand, a more sluggish economy will hamper growth in all of these 
variables, which , in turn, will weaken multifamily performance. In the strong growth scenario, gross income 
growth is expected to be 4.9 percent and 4.6 percent in 2016 and 2017, respectively. On the other extreme, a 
moderate recession will drag gross income growth down to 0.3 percent and 0.5 percent in these years, 
respectively. 

Exhibit 10 - Gross Income Growth Projected for Moody's Analytics Scenarios 
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Sources: REIS, Moody's Analytics, Freddie Mac projections 

2 Similar case studies were published in 2015 which looked at specific markets and the impact of different economic forecasts: "A Little Bit 
Country, a Little Bit Rock 'n' Roll": http://www.freddiemac.com/multifamily/pdf/li ttle bit country little bit rock n roll.pd!. 
"Oil Price Impacts and Multifamily Housing": http://www.freddiemac.com/multifamily/pdf/oil price impacts multifamily housing.pd! 
3 The stronger near-term recovery scenario assumes the U.S. economy grows at a faster pace than the baseline scenario. The slower near
term recovery scenario projects a slower U.S. economy in 2016 but no recession. The moderate-recession scenario assumes the U.S. 
economy enters a recession in first quarter 201 6 that lasts through fourth quarter 201 6, but with less severity than the 2008-2009 downturn. 
The low-oil-price scenario assumes that West Texas Intermediate (WTI) remains near $35 per barrel through 2018 versus the baseline 
assumption that WTI will increase steadily to $70 per barrel during that period. For more information regarding the scenario assumptions, refer 
to Moody's Analytics. https://www.economy.com/home/products/samples/Moodys-Analytics-US-Alternative-Scenarios.pdf 
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Employment growth is one of the main drivers impacting multifamily performance. In the baseline scenario, 
employment grows by 1.9 percent in 2016. In the strong growth and low oil price scenarios, the economy would 
see more job growth than the baseline scenario because of a stronger economy. Job growth in these two 
scenarios is forecasted to be 2.4 percent and 2 percent, respectively. Meanwhile, in the slow growth and 
moderate recession scenario, employment growth slows to 0.9 percent and -0.9 percent, respectively. 

Another key driver of multifami ly performance is the amount of multifamily construction. But, any new completions 
delivered in the short-term forecast have already begun construction in the past two years and would not 
meaningfully impact the 2016 forecasts. However, these impacts would be seen in later years. 

At the individual market level under the baseline scenario, most markets are expected to perform better than their 
historical averages in 2016. In the strong-growth scenario, the multifamily sector in all markets will experience 
even higher gross income growth in 2016, between 20 bps to 150 bps more, with an average increase of 70 bps. 
Exhibit 11 shows how results compare to the baseline. The additional boost in San Diego and Minneapolis wi ll 
allow gross income to rise above their historical averages, whereas Norfolk, Riverside, Miami and Washington , 
D.C wi ll sti ll fall short of their historical averages. 

Exhibit 11 - Gross Income Growth Scenario in 2016: Projected Strong Economic Growth 
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The markets that wi ll deliver the best results are those already expected to have the highest growth for 2016, 
including Los Angeles, Oakland, and San Francisco. Housing demand is already high in these markets because 
of strong employment growth; any additional household demand would push up gross income growth even 
further. Furthermore, any construction started in response would take a few years to complete. 

In the slow-growth and moderate-recession scenarios, gross income growth will slow compared to the baseline 
scenario, as shown in Exhibit 12. The steepest declines will be in those markets with higher growth under the 
baseline scenario, such as the Bay Area and Southern California. 
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Exhibit 12 - Gross Income Growth Scenarios in 2016: Projected Slow Growth and Moderate Recession 
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In the slow-growth scenario, gross income growth for most markets will remain above historical averages in 2016 
but will be 130 bps less on average than in the baseline scenario. Growth wi ll fall below the historical average in 
eight markets under this scenario: Austin, Boston, Ft. Lauderdale, Houston, Las Vegas, Orlando, Philadelphia, 
and Salt Lake City. Properties in these markets will have difficulty covering expenses and costs if new loans were 
based on historical performance. 

The impact on multifamily performance is much more severe in the moderate-recession scenario. Most markets 
will experience a negative shock that will exacerbate the performance decline. On average, gross income growth 
will be 330 bps less than in the baseline scenario or another 200 bps less than the slow-growth scenario. All 
metros wi ll experience gross income growth below or at thei r historical average levels. 

In this scenario, gross income will shrink more than 4 percent in Boston, Los Angeles, Oakland, Orange County, 
San Francisco, and San Jose. It is not unexpected that the California markets, which had some of the highest 
income growth in 2016 under the baseline scenario, would expect a significant drop. Boston though , does not 
follow that same pattern of well-above historical income growth under the baseline scenario. Instead, Boston's 
sizable decrease in both scenarios is because of the relatively high vacancy rate compared to its historical 
average. In the event of a slowdown, there will be even greater pressure on vacancy rates to rise, causing rent 
and income growth to fall further. 

In the low-oil-price scenario, projected performance across markets is mixed, as shown in Exhibit 13. In 2016, 
gross income growth in about half of the markets wi ll be greater than in the baseline scenario and decrease in the 
other half. 
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Exhibit 13 - Change in Gross Income Growth from Low-oil-price Scenario to Baseline (2016-2017) 
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For most markets, the impact will be minimal ; but markets with a heavier reliance on the energy sector will feel a 
greater impact. In metros such as Austin, Dallas, Denver, Ft. Worth, Houston, Oklahoma City and San Antonio, 
gross income growth would decrease on average 90 bps compared to the baseline scenario. However, that 
decrease would only be enough for income growth in Houston and Austin to dip below the historical average. 
Income growth in the other five markets will decrease but remain above historical average in 2016. Washington, 
D.C. will also experience a significant negative impact to gross income growth; low-oil prices would boost 
employment growth but impact house prices which would negatively impact gross income growth in 2016. 

However, the overall economic impact of lower oil prices will be positive once the energy sector stabilizes, 
beginning in 2017. That year, gross income growth at the national level will exceed expected growth in the 
baseline and strong-growth scenarios. Likewise, growth for the majority of the metros will be higher under the 
low-oil-price scenario in 2017, except Texas markets, Denver, and Washington, D.C. 

Conclusion 
Following a year that greatly exceeded expectations, the multifamily market overall will remain strong in 2016 but 
with more moderation. The wave of new supply that was delivered to the market mid-2015 was met with strong 
demand, keeping vacancy rates low and allowing landlords to increase rents. Fundamentals began to moderate 
by the end of 2015 as vacancy rates started to increase. Favorable demographic trends and an improving 
economy will generate robust demand for multifamily properties. Even if the economy experiences extended low 
oil prices or slow near-term growth over the next year, most multifamily markets will continue to perform above 
average. Dispersion across individual markets will continue, but increased supply or economic headwinds in 
some markets will not derail the multifamily market's growth at the national level. 

For more insights from the Freddie Mac Multifamily Research team, visit the Research page on 
Freddie Mac.com/Multifamily. 
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Columbia Gas of Pennsylvania 

House Line Reimbursement cost 

Ln. 

No. Categor~ Descri1:1tion Detai l Amount 

(1) (2) (3) (4) (5) 

{#) ($) 

1 Revenue 

2 Customers {Add itional) 275 

3 Bills 3,300 $ 16.75 $ 55,275 

4 Volume (DTH) 24,197 $ 4.7806 $ 115,677 

5 $ 170,952 $ 170,952 

6 Rate Base 

7 Mains {Addit ional) $ 840,000 

8 Services (Addit ional) $ 710,000 

9 Tota l Plant $ 1,550,000 

10 Reserve for Depreciation $ 18,524 

11 Net Plant $ 1,531,476 

12 Deferred Income Taxes $ 1/ 

13 Rate Base $ 1,531,476 

14 

15 Carrying Cost 

16 Rat e base $ 1,531,476 

17 Pre-tax rate of return 12.230% 2/ 

18 Carrying Costs including income taxes $ 187,300 

19 

20 O&M 
21 Line Reimbursement $ 275,000 

22 Standard O&M costs for new customers 29,007 

23 Total O&M $ 304,007 

24 

25 Depreciation 

26 Mai ns $ 840,000 2.01% $ 16,884 

27 Services $ 710,000 2.84% $ 20,164 

28 Annualized depreciat ion $ 37,048 

29 
30 Tot al Cost $ 528,355 

31 

32 Net revenue (Cost) {Ln. 5 less Ln. 30) $ (357,403) 3/ 

Notes 

1/ Any incremental deferred incom e taxes will be offset by additional Net Operating Loss 

2/ Pre-tax retu rn: 
Rati o Cost Weighted Gross-u1:1 of Income tax Pre-t ax 

Total Debt 47.690% 5.033% 2.400% 2.400% 

Equity 52.310% 11.000% 5.750% 58.510% 9.83% 

Total 100.000% 8.150% 12.230% 

3/ The net cost is futher impacted by uncollect ibles at a rate of 1.277569% and late payments of 0.243400%. 



Exhibit RCW-3 
Page 1 of 1 

Verbatim Customer Comments Regarding Payment Fees from Company Survey 

Pennsylvania 

"I don't like being charged $2.49. Why?" 

"I will not pay a fee to use a valid credit card and I will not share my bank account information for 

payment therefore the on line account is a waste of time." 

"Charging a surcharge for electronic payment is a disgrace. This represents a clear cost savings to your 

company but you charge the customs MORE for using it." 

"What a rip off charging to pay your bill like you do, I won't be using your site again." 

"Don't charge to pay bill." 

"Would like to be able to pay our gas bill via telephone with no fees. We can pay our electric and credit 

card bills via telephone. Why not our gas bill. Thank you." 

"Extra 'convenience' charges (e.g. Bill Matrix) add up when customer is between jobs & on fixed 

income." 

"I would like to see using my Debit Card on my account that I would NOT have to pay "ANY FEES" ... AT 

ALL, since it is coming DIRECTLY from MY BANK ACCOUNT" and NOT any credit card company!! I am 

disabled and have to pay bills on line so having to pay extra fees for my Debit Card is Totally Ridiculous!!" 

"No fee payments." 

"Any method of payment should be a free method." 

"Sometimes I can't get a ride to pay bills so I pay online and having to pay $2.00+ just for a transaction 

fee from my bank is totally RIDICULOUS!!" 

"Happy site does not charge a fee for transactions." 

"Would like to see the option offered to pay gas bill on the phone without any fees or charges for doing 

so. Thank you." 

"No fee for paying with credit card because I have excellent credit." 



Actual 

Columbia Gas of Pennsy'lvania Transaction Fee Costs Jan 2015 thru Dec 2015 

Category I Description Number 

TOTAL CPA Payments - All Channels 4,520,194 

TOTAL CREDIT & DEBIT CARD 164,163 

% ofTotal CPA Payments 3.63% 

Total ACH Check Transactions 102,788 

% ofTotal CPA Payments 2.27% 

Total All Bill Matrix Payments 266,951 

% ofTotal CPA Payments 5.91% 

Movement from Other Channels 

Incremental O&M - CREDIT/ DEBIT CARD and ACH 

TOTAL AUTHORIZED WALK-IN PAYSTATION 115,410 
% ofTotal CPA Payments 2.55% 

Incremental O&M - WALK-IN PAYSTATION 

Incremental O&M - CR/DB CARD and WALK-IN PAYSTATION 

Annual Projected Increase 

Volumes Cost Per Transaction 

4,655,259 

316,424 $1.1250 

6.80% 

92,509 $0.60 

1.99% 

408,933 

8.78% 

141,982 -$0.07 

115,410 $1.00 

2.48% 

CPA Cost 

$355,977 

$55,506 

$411,483 

($9,939) 

$401,544 

$115,410 

$115,410 

$516,954 
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Please state your name and business address.

Deborah Davis, rzr Champion Way, Suite roo, Canonsburg, PA r53rZ.

By whom are you employed and in what capacity?

I am employed by Columbia Gas of Pennsylvania, Inc. ("Columbia" or the

"Company") as Manager, Universal Services.

What are your responsibilities as Manager, Universal Services?

I am responsible for efficient and compliant administration of all programs for

low income customers, including the Customer Assistance Program ("CAP"), the

[.ow Income Usage Reduction Program ("LIURP") and the Company's Hardship

Fund.

What is your educational and professional background?

I hold a Bachelor of Arts degree in Social Work from the Universrty of Pittsburgh.

Prior to joining Columbia in 1992, I worked for a community based agency

assisting low income clients with accessing utility seryice and providing other

basic life necessities. In r99e, Columbia hired me as a Community Relations

representative and subsequently, I became Manager of the Customer Programs

department. My titles changed, but I have remained in a similar function

throughout my 24year career at Columbia.

Please describe the scope of yourtestimonyin this proceeding.
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D. Davis
Statement No. 14

Page e of9

I will address the Company's plan to seek additional funds for Columbia's

Hardship Fund, as required by the Pennsylvania Public Utility Commission

("Commission") in the Company's last rate base proceeding, R-eor5-2468o56.

Why is the Company planning to seek additional funding for its

Hardship Fund?

In the Company's 2o1S base rate proceeding, the Commission allowed temporary

recovery of $375,ooo through the Company's Rider USP to fund the Company's

Hardship Fund. However, in its Opinion and Order dated December 3, 2or5, the

Commission stated that it intends "for Columbia to devise a plan by which it will

transition toward funding its Hardship Fund entirely through voluntary means."

What does the Commission's Order require regarding the funding of

the Company's Hardship Fund?

Going forward, the Commission stated that the Company "shall have a plan in

place to seek out the funding from voluntary sources and should address the

alternative recovery of the hardship funding in its next base rate proceeding."

Since the Commission's 2o1S Order, has the Company considered

funding its Hardship Fund through voluntary sources and other

additional fundraising efforts?

Yes. The Company took several steps to consider additional fundraising

opporhrnities, including:

A.

Q.
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D. Davis
Statement No. 14

Page 3 of9

r. The Company reviewed the eor3-zor4 Hardship Fund Contributions chart

published by the Commission to understand which utilities were highest in

"voluntary ratepayer" contributions.

2. The Company reviewed current fundraising efforts as well as current outreach

conducted by other Pennsylvania utilities to identiff potential ideas for

consideration.

g. The Company convened an internal work group composed of Columbia staff

from the customer programs, regulatory, communications, government

affairs and universal services departments, in order to consider new

fundraising activities to increase donations. The work group explored

existing and future opportunities to raise additional funds for Columbia's

Hardship Fund.

4. The Company met with Dollar Energy Fund personnel to discuss the

feasibility of conducting fundraising efforts to raise additional funds for the

Hardship Fund.

5. The Company intends to include fundraising as an agenda item for future

Universal Service Advisory council meetings. I note that the Universal

Service Advisory council is being developed as a result of the final Order in

Columbia's 2ot5 rate case.

Did the Company come to any conclusions resulting from these efforts?
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Yes. The Company concluded that its current efforts are in line with and similar to

that of other gas utilities with regard to fundraising. Further, the Company

determined that all of the additional fundraising efforts would result in greater

administrative costs and, in some cases, increased advertising and promotional

costs. Based on the 2org-2ot4 Commission report on Hardship Fund contributions

and considering Columbia's customer contributions and fundraising efforts only

($r5o,ooo total), the Company receives the 6th largest amount (out of r3) of

voluntary ratepayer contributions and the 4ttt highest per customer amount, among

the other Pennsylvania Nahrral Gas Distribution Companies ("NGDCs") and

Electric Distribution Companies ("EDCs").

Voluntary
Ratepayer

Contribution

Voluntary
ratepayer

contribution
per customer

Duquesne Light s 250,395 0.47

First Enerev

Met-Ed s 139,374 0.28

Penelec S 103,496 o.2l
Penn Power s 38,671 o.27

West Penn s 167,258 0.27

National FuelGas s 43,769 o.22

PECO s 29,404 0.1

PGW S 612 0

PPL S 674,23t 0.39

UGI S 82,93e 0.25

Peoole's Gas S 169,048 0.51

Peoole's Eo S 85,286 0.35

Columbia Gas s 150,000 0.39
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The Company's current outreach programs to encourage donations are consistent

with other utilities. The Company will continue these outreach efforts and will

discuss with its Universal Service Advisory council whether there are additional

cost-effective outreach programs that could be attempted. Current fundraising

efforts are also consistent with other utilities, including participating in the Dollar

Enerry Fund's Warmathon, Cool Down for Warmth campaign, and the annual golf

outing. In addition, the Company sponsors the Trans-Siberian Orchestra concert in

Pittsburgh each year. As part of this sponsorship, $o.So for every ticket sold is

donated to Columbia's Hardship Fund administered by Dollar Energr Fund.

The internal fundraising task force identified several opporhrnities or new

fundraisers with the potential to increase voluntary ratepayer contributions.

Although each of these new fundraising ideas has the ability to increase funds for

the Hardship Fund, all require administrative resources. Some will need upfront

seed mon€y, as was the case in 1999 when Columbia conducted a fundraiser that

feahrred the marketing of scale model vintage seryice trucks. Others will need

additional funds for advertising and promotions such as the Trans-Siberian

Orchestra sponsorship or new partnerships with community businesses or events.

Dollar Enerry Fund reported that their largest campaign raised less than $z7o,ooo

gross donations in one year, a significant portion of which was consumed by

administrative expenses, including a dedicated staff person. Columbia will discuss
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these fundraising ideas with its new Universal Service Advisory council and seek

potential sponsors.

What specific fundraisers did Columbia's internal task force identiff?

There were several fundraisers the task force identified including the following:

o Vendor/Contractor solicitation campaign

o Partnership with a minor league baseball team

. E-Bill sign up contest with funds being donated to the Hardship Fund

. Partnership with another entity to donate sales per product sold

o A new partnership with a venue for possible per ticket donation

sponsorship

. Creation of a 5K event

. Ad messages on the back side of concert or sports ticket sales

Has the Company considered any other opporhrnities to develop

dternate funding sources for the Hardship Fund?

Yes, the Company has considered the use of pipeline penalty credits and/or refunds

to help fund the Hardship Fund. The Company has proposed and the Commission

has approved similar proposals in the past. Specifically, in eoo9, the Commission

authorized Columbia to apply disgorgement funds to its Hardship Fund that were

received from Columbia Gas Transmission, LLC ("TCO") pursuant to a FERC-
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approved settlement.' In 2olo, the Commission authorized Columbia to apply

Federal Enerry Regulatory Commission ("FERC")-approved Polychlorinated

Biphenyl ("PCB") remediation over-collection refund proceeds from Tennessee Gas

Pipeline ("TGP") to its Hardship Fund." In zor2, the Commission authorized

Columbia to use proceeds received from Columbia Gulf Transmission Company

("Gulf') through a settlement approved by FERC in a Gulf rate case at Docket RPU-

1435.3 On June 19, 2otg, the Commission approved Columbia's Petition to use

proceeds received from TGP through a FERC approved settlement at Docket RPrr-

1566.4 On November 20, 2019, the Commission authorized Columbia apply to its

Hardship Fund a portion of refund proceeds received from TCO through a FERC-

approved settlement in Docket RPre-roer regarding base rate levels and other

issues related to the repair and maintenance of TCO's pipeline system.s In each of

these instances, only the portion of the proceeds that might have otherwise been

credited to residential customers through the Purchased Gas Costs ("PGC") were

used for the Hardship Fund, and the remaining proceeds were credited to non-

I Petition of @Iumbia Gas of Pennsylvania,Inc, Requesting Approual to Use Settlement Proceeds to Fund
Residential Hardship Fund and Provide PGC to Small @mmercial C\tstomers, Docket No. P-zoo9-2o839r5
(Order entered March 18, zoog).
2 Petition of Columbia Gas of Pennsgluania, Inc. for Expedited Approval to Contribute A Portion of
Tennessee Gas Pipeline Settlement Proceeds to Fund Residential Hardship Fun and Provide PGC C:redits to
SmaII Commercial Cttstomers, Docket No. P-zoro-2r17o4o (Order Entered April 19, zoro).
s Petition of &lumbia Gas of Pennsyluania,Inc.for Approual to Contribute Columbia Gulf Refund Proceeds
to Residential Hardship Fund and Provide PGC Cvedits to SmaII Commercial Astomers, Docket No. P-
2012-2292298 (Order Entered April 26, zorz).
q Petition of Columbia Gas of Pennsylvania,Inc.for Approual to Contribute Tennessee Gas Pipeline Refund
Proceeds to Residential Hardship Fund and Provide PGC C'redfts to Small Commercial and Industrial
Customers, Docket No. P-zorz-29r49t2 (Order Entered June rg, zo4).
s Petition of Columbia Gas of Pennsylvania,Inc,for Approval to Contribute Columbia Gos ?lonsmi'ssron,
LLC RefundProceeds to Residential Hardship ktndandProuide Cvedits to Non-Residential PGC
Clrsfomers, Docket No. P-zor3-2g7rr47 (Order Entered November eo, eor3).
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residential customers through the PGC. On Februaly B, 2ot5, Columbia filed a

petition, seeking Commission approval to use TCO penalty credit proceeds from

zor4 for the Hardship fund. That petition at Docket No. P-zor5-246553g is

currently pending. On December to, 2or4, Columbia received $t,gzg,t7g.z3 in

TCO penalty credits, and the Company proposes to use $95Z,98r.Z6 of those credits

for the Hardship Fun4 while crediting $g65,19Z.47 to non-residential customers

through the PGC.

What is the Companyproposingto help furtherfund its Hardship Fund

as a result of the termination ofthe Rider USP funding?

The Company proposes the use of pipeline penalty credits and refunds as a funding

source for the Hardship Fund, while it continues to develop plans to seek out

funding from voluntary sources. The amount of pipeline penalty credits and

refunds Columbia receives varies from year to year. The Company proposes to

retain any funds over $375,ooo received in a single year to fund future program

years while it works to obtain other funding from voluntary sources. The Company

would provide an annual report to interested parties detailing the amounts

received, disbursed and retained for future years. For the $g17,g8t.Z6 at issue in

Columbia's pending petition, the Company's Hardship Fund would be adequately

funded for almost g years while efrorts to ramp up voluntary funding are explored

and implemented.

Would all pipeline penalty credits be considered for this purpose?
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No. As in prior similar petitions, the Company proposes to use the residential

portion of the supplier credits only. The Company will determine the

residential/non- residential split based on the recently projected firm demand of

those customers. Thereafter, the Company will refund the non-residential

portion to small commercial and industrial customers as determined by the

Company's Tariff, as it has done in previous petitions.

Does the Company intend to continue to seek to identify means to

increase voluntary contributions to the Hardship Fbnd?

Yes. As explained above, as part of the settlement of the Company's 2or5 base rate

case, the Company agreed to establish a Universal Service Advisory Council.

Columbia will engage the participants of its Universal Service Advisory Council to

solicit additional input on means to increase voluntary contributions to the

Hardship Fund. The Council will be presented with ideas already developed, and

will be consulted for further ideas.

Does this conclude your direct testimony?

Yes, it does.
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