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Please state your name and business address.

My name is Matthew T. Hanson and my business address is 290 W. Nationwide
Boulevard, Columbus, OH 43215.

By whom are you employed and in what capacity?

I am employed by NiSource Corporate Services Company (“NCSC”). I assumed my
current position as Director of Financial Planning in September 2012.

Are you the ‘same Matthew T. Hanson who submitted direct testimony
in this case?

Yes, I previously submitted Columbia Statement No. 9.

What is the purpose of this rebuttal testimony?

My rebuttal testimony will respond to adjustments proposed by Office of Consumer
Advocate (“OCA”) Witness Morgan and Bureau of Investigation & Enforcement
(“I&E”) Witness Keller with respect to Company Labor and associated benefits,
rents and leases, NCSC — Shared Services and NCSC — NGD Shared Operations.
Are the labor and employee benefits adjustments proposed in the
testimony of Witness Morgan from the OCA appropriate?

No. Witness Morgan proposes to remove the incremental labor cost of $519,000
related to training. The basis for this removal is completely flawed. Witness
Morgan points to an answer Columbia provided in I&E-RE-26 Attachment A as
support for denying this expense. The response by Columbia to I&E RE-26

specifically addressed inquiries by I&E related to Materials and Supplies expenses.
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These costs are specifically related to materials and supplies. Labor costs do not
enter that calculation but are instead included in the Labor line of the budget.
Columbia correctly noted to Witness Morgan in a follow up inquiry (OCA 7-008)
that there were no labor costs included in the Material and Supplies expense. The
response is included as Exhibit MTH-1R. This response, however, has no bearing
on the Labor claim. Mr. Morgan states that the Company’s labor expense budget
includes all labor costs. Columbia’s FTY budget labor expense is $28,076,000, and
its FFRY budget labor expense is $30,142,000. These are the same amounts shown
on Witness Morgan’s Schedule LKM-8, which include the training initiative amount
of $519,361. Thus, the training costs are reflected in the budget and there is no basis
to remove them. Training costs are a valid and ongoing part of the Company’s O&M
budget and the expected incremental costs have previously been provided in OCA
4-039 Attachment A, which is attached hereto as Exhibit MTH-2R.
Witness Morgan also asserts that training is a planned activity only for
the FTY and should be excluded from the FFRY. Please comment.
Increased training has begun in 2015. However, the training is anticipated to
continue at this ongoing level in the future. Columbia Witness Davidson addresses
training initiatives on pages 33-34 of his direct testimony and OCA 4-48
Attachment A, which is attached hereto as Exhibit MTH-3R, provides a breakout of

training costs through 2019.
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Do you agree w1th the other labor and employee benefits adjustments
made by Witness Morgan?
No. Witness Morgan increases the capital percentage applied to new employees to
40% from 20%. Columbia uses 20% as the average capital percentage for new
employees as new employees spend more time in introductory training than the
more senior employees already at the Company. Also, new field employees typically
spend more time on O&M projects versus capital. A description of the plan for
increased training initiatives is addressed by Columbia Witness Davidson on pages
33-34 of his testimony. Training hours are not capitalized and this results in a
heavier weighting of O&M versus capital for new employees. The result of Witness
Morgan’s calculations was to reduce the Company’s claim by $6,410 per new
employee added. The witness’s calculation is flawed and should be rejected.
Further compounding the issue is that the witness reduces the incremental
employees in the Company’s claim to 25 by performing an average cost calculation
which uses the Company’s claim of $50,000 expense i)er new employee instead of
the witness’s own calculation of $43,590. Witness Morgan uses just the
incremental expense for additional headcount in the FTY of $1,240,112 and divides
this by $50,000 to arrive at 25 incremental heads. However, Witness Morgan
completely ignores the incremental expense in the FFRY and does nothing to justify
his position or to support it other than providing a rudimentary mathematical

calculation with no basis. The blanket application of 25 incremental heads for both
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the FTY and FFRY has no rational support. Moreover, Witness Morgan’s proposal
is both inconsistent and unfair. The Company does nbt agree with any reduction to
the incremental headcount included in the claim but it is worth noting that the
selective use of numbers to build Witness Morgan’s position causes a compounding
effect of the witness’s reduction to the Columbia claim. Under Witness Morgan’s
own methodology and calculation of incremental expense per employee, the
headcount he chose to reduce the claim to should have been 29 instead of 25 for the
FTY ($1,240,112 divided by $43,590 would be 29 heads). For the FFRY, using
Witness Morgan’s methodology and calculation of $43,590 per additional head, the
total incremental headcount in the FFRY would be an additional 28 heads, or
$1,223,720 divided by $43,590. With that said, no reduction to incremental
headcount is appropriate. While the Company has acknowledged that the
employees are added over time, the budget already takes into account the proper
timing of the hiring of these individuals. There is no basis to reduce the Company’s
claim for incremental headcount.
Do you agree with the labor adjustment made by Witness Morgan
within NCSC Shared Services?
No. Witness Morgan adjusted the new employees added to reflect only those added
through April 2015. This substantially understates the employee count. It is

contrary to the entire forecasting process to limit employee count to experienced
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additions only. There is no basis for this adjustment as the headcount continues to
get added through the FTY. This adjustment should be rejected.
Do you agree with the Rents and Leases adjustment made by Witness
Morgan for the Strabane Construction office?
No, Columbia does not agree that the entire Strabane office cost should be
disallowed. Columbia does, however, recommend an adjustment to its initial claim.
Columbia’s real estate team is working to finalize a request for proposal (RFP) to
move to a draft lease agreement with an identified landlord for this office space. As
a result of current negotiations, the expected annual cost is now $73,800 for this
facility. As such, we recommend that our initial claim of $150,000 be reduced by
$76,200 to the expected cost of $73,800.
Are the labor and employee benefits adjustments proposed in the
testimony of Witness Keller from I&E appropriate?

No. Witness Keller proposes adjustments based on a calculation of historical

" vacancy rates that the Company has carried. The witness suggests that the fact that

thé Company carries vacancies means that the cost of labor would be significantly
reduced versus what is budgeted for Labor in the fully forecasted rate year due to
the Company’s approach of not budgeting vacancies. In reality, while the Company
does typically carry some level of vacancies, this does not have an impact on the
amount of expense incufred by the Company. The Labor line represents the level of

O&M Labor expected to complete the Company’s full operational workplan for the
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year. If positions that are included in the workplan are vacant for part of the year,
the assigned work must still be completed. This work gets completed either
through current employees incurring incremental overtime to cover the work or by
the Company hiring additional external contractors to complete the work. These
incremental costs are not included in the original budget as the budget is completed
assuming the vacancies are not present. If outside contractors are hired to complete
the work then the Company would experience a budget overrun in Outside Services
that may be offset with an underrun in the Labor line if all else remains equal. This
does not, however, result in an underrun to the overall budget. As an example,
there was a normal level of vacancies in 2013 and 2014. In 2014, despite carrying
vacancies the Company overran the Labor budget by $567,000. In 2013, despite
carrying vacancies the Company overran the combined Labor and Outside Services
budgets by over $1.4 million. Witness Keller’s adjustment should be rejected as
vacancies are a normal part of the Company’s business and are inherently factored
into the budgeting process.
Does this complete your rebuttal testimony?

Yes it does.



Exhibit MTH-1R
Page10f1

Question No. OCA 7-008
Respondent: K. Miller
M.T. Hanson

Page 10f1

COLUMBIA GAS OF PENNSYLVANIA INC.
R-2015-2468056
Data Requests

OCA — Set7

Question No. OCA 7-008:

Reference the Company’s response I&E-RE-26, Attachment A. The description of
some of the line items appear to be labor related (e.g., Safety Training, Supervision
Plant, Technical Training, Information Meeting, Manage General Expenses,
Perform Civil Engineering, etc.). Please Identify all labor costs included on the line
items on the Attachment. Please do not limit the labor cost identification to the line

items cited as examples.
Response:

No labor costs are included in the response to I&E-RE-26; all costs are for
materials and supplies.
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