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L. INTRODUCTION

A. Description of Company

Columbia Gas of Pennsylvania, Inc. (“Columbia Gas” or “Columbia” or “CPA” or
the “Company”) 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 Commonwealth, as well as parts of Northwest, Southern and
Central Pennsylvania.! Columbia delivers natural gas service to approximately 446,000
residential, commercial, and industrial customers.> Columbia Gas is a wholly owned
subsidiary of NiSource.®> NiSource, headquartered in Merrillville, Indiana, is an energy
holding company whose subsidiaries provide natural gas and electricity distribution
services to approximately 3.8 million customers.*

B. Procedural History

The following is a summary of the procedural history of this proceeding. On
March 20, 2025, Columbia Gas filed Supplement No. 392 to Tariff Gas Pa. P.U.C. No. 9
(“Supplement 392”) pursuant to 66 Pa. C.S. § 1308, seeking a general rate increase.
Supplement 392 issued March 20, 2025, to be effective May 19, 2025, proposes changes
to Columbia’s base distribution rates, and removes, revises, and adds various tariff
provisions. Columbia’s filing requested an overall revenue increase of approximately

$110.5 million per year. The filing also included a request for approval of a Revenue

Columbia St. No. 1, p. 3.
1d.

1d.

ld.,p.4.
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Normalization Adjustment mechanism and a request to make permanent a previously
approved Weather Normalization Adjustment pilot program.

Additionally, Columbia’s filing included requests to extend its Energy Efficient
Pilot for residential customers, initiate an Energy Efficiency Program Pilot for small
commercial customers, and sought approval of an Economic Development Distribution
Service tariff.

Finally, pursuant to the requested rates, which included the most recently effective
gas cost rates, the total bill for a residential customer who purchases 70 therms of gas
from Columbia per month, would increase from $138.52 to $154.29 per month, or by
11.38 percent.’

The parties to this base rate proceeding are Columbia Gas, the Commission’s
Bureau of Investigation and Enforcement (“I&E”); the Office of Consumer Advocate
(“OCA”); the Office of Small Business Advocate (“OSBA”); the Coalition for
Affordable Utility Services and Energy Efficiency in Pennsylvania (“CAUSE-PA”); the
Pennsylvania Weatherization Providers Task Force (“PWPTF”), and The Pennsylvania
State University (“Penn State” or “PSU”). Additionally, there were five formal
complaints filed by Columbia ratepayers that were consolidated into this proceeding.

By Order entered on April 24, 2025, the Commission suspended the rate filing
until December 19, 2025 and directed an investigation to determine the lawfulness,
justness, and reasonableness of the rates, rules and regulations contained in this rate

filing.

> Id,p. 7.



The matter was assigned to the Office of Administrative Law Judge,
Administrative Law Judges Jeffrey A. Watson and Chad L. Allensworth presiding, for
the prompt scheduling of hearings to culminate in the issuance of a Recommended
Decision. A Telephonic Prehearing Conference was held on May 7, 2025.

Public input hearings were held on June 3, 2025, in-person in Washington, PA at
1:00 p.m. and 6:00 p.m.; on June 4, 2025, telephonically at 1:00 p.m. and 6:00 p.m.; and
on June 11, 2025, in-person in York, PA at 1:00 and 6:00 p.m.

Pursuant to the established litigation schedule, I&E filed the following pieces of
direct, rebuttal and surrebuttal testimony:

Getachew Bedasa
I&E Statement No. 1
I&E Exhibit No. 1
I&E Statement No. 1-SR
I&E Exhibit No. 1-SR

D.C. Patel
I&E Statement No. 2
I&E Exhibit No. 2
I&E Statement No. 2-SR
I&E Exhibit No. 2-SR

Esyan Sakaya
I&E Statement No. 3
I&E Exhibit No. 3
I&E Statement No. 3-SR
I&E Exhibit No. 3-SR

Alexander Pankiw
I&E Statement No. 4
I&E Statement No. 4-SR

During the course of this proceeding the parties held a series of settlement

conferences but were unable to amicably resolve the issues presented in this base rate



proceeding. On Wednesday, August 6, and Thursday, August 7, 2025, at the time and
place set for the evidentiary hearing, the parties appeared in-person before ALJs Watson
and Allensworth. Prior to the hearing, the parties agreed to waive cross-examination of a
majority of the witnesses while conducting cross examination on the few remaining
witnesses. Accordingly, all parties moved for the admission of their pre-served written
testimony and exhibits as well as their specific hearing exhibits. I&E moved the pieces
of I&E testimony and exhibits identified supra into evidence. A court reporter was
present and a Hearing Transcript (“Hrg. Tr.”) for August 6 and 7, 2025, was prepared and
later distributed to the parties. That same day, I&E served electronic copies of the I&E
testimony and exhibits, along with witness verifications, on The Sargent’s Group court
reporting by email.

I&E now submits this Main Brief (“I&E MB”) in support of the arguments made
by the I&E witnesses in the record evidence presented.

C. Burden of Proof

It is axiomatic that the burden of proof in any proceeding involving a utility’s
existing or proposed rates is on the utility.® Columbia must satisfy its burden of proof by
presenting a preponderance of evidence.” A preponderance of the evidence is such

evidence that is more convincing, by even the smallest amount, than that presented by

6 See 66 Pa. C.S. §§ 1301, 315(a); Brockway Glass Co. v. Pennsylvania Public
Utility Commission, 437 A.2d 1067 (Pa. Commw. 1981); Lower Frederick Twp. v.
Pennsylvania Public Utility Commission, 409 A.2d 505 (Pa. Commw. 1980).

Samuel J. Lansberry, Inc. v. Pennsylvania Public Utility Commission, 578 A.2d
600 (Pa. Commw. 1990).



another party.® If a preponderance of evidence is submitted, the burden of going forward
with competing evidence shifts to opposing parties to produce credible evidence of at
least equal weight.

While the burden of going forward and producing evidence may shift back and
forth between the parties, the ultimate burden of persuasion remains with the Company.
Further, the Commission must ensure that any adjudication is supported by substantial
evidence. “Substantial evidence” is such relevant evidence that a reasonable mind might
accept as adequate to support a conclusion.’

I&E asserts that Columbia Gas has failed to meet its burden and therefore I&E
respectfully requests that the Administrative Law Judges and the Commission adopt the
adjustments and the overall revenue requirement set forth in the record evidence
presented by I&E as summarized in this I&E Main Brief and in the Appendices attached
hereto.

II. SUMMARY OF ARGUMENT

I&E’s total recommended revenue requirement for the Company is $996,415,410.
This recommended revenue requirement represents an increase of $78,643,542 to the
Company’s claimed present rate revenues of $917,771,868.

RATE BASE

Rate base, also known as measure of value, is the depreciated original cost of a

utility’s investment in plant a utility has in place to serve customers plus other additions

8 Se-Ling Hosiery v. Margulies, 70 A.2d 854 (Pa. 1950).
? Norfolk & Western Ry. Co. v. Pennsylvania Public Utility Commission, 413 A.2d
1037 (Pa. 1980).



and deductions that the Commission determines to be necessary in order to keep the
utility operating and providing safe and reliable service to its customers.

I&E finds that $356,242,461 ($3,845,381,715 - $3,489,139,254) of rate base
additions are associated with the FPFTY.

REVENUES

The revenue requirement formula used in base rate cases is RR=E + D + T + (RB
x ROR). Columbia has filed nine base rate cases in a span of twelve years requesting a
cumulative total additional revenue increase of $717.35 million. I&E recommends the
Commission consider the impact any rate increase will have on Columbia’s customers
given the recent history of the many rate increases.

I&E recommends the Commission disallow in its entirety the inclusion of the
requested regulatory asset to defer and amortize the non-depreciable loss on the sale of
the Blackhawk Storage Facility of $5,031,739 and the expenses for the feasibility study
of $389,005, for a total of $5,420,743 to be amortized over five years.

DEPRECIATION EXPENSE

I&E did not present any record evidence or make any recommendations regarding
depreciation expense.

O&M EXPENSES

I&E recommends a rate case expense allowance of $731,372 or a reduction of
$589,628 (51,321,000 - $589,628) to be normalized over 16-months for rate making

purposes.



I&E recommends an allowance of $7,754,135 for other employee benefits
expense, or a reduction of $1,161,324 ($8,915,459 - $7,754,135) to the Company’s claim.

I&E recommends an allowance for other rents and leases equal to the supported
HTY actual expense of $475,203.

I&E recommends complete disallowance of the $4,528,579 claim for NiSource
Corporate Services Company allocated stock awards expense.

I&E recommends an allowance of $326,469 for interest on customer deposits.

I&E continues to recommend that based on the settlement agreement mentioned
above, the Company should include a lead/lag study in its first base rate case to be filed
on or after January 1, 2026.

I&E recommends the Commission reject the Company’s proposal to move EAT
labor cost recovery from base rates to the USP rider.
TAXES

I&E did not propose any adjustments for taxes in this proceeding.

RATE OF RETURN

I&E recommends the following rate of return for the Company:

I&E Recommendation
Columbia Gas of Pennsylvania, Inc.
Summary of Cost of Capital
Type of Capital Ratio Cost Rate Weighted Cost
Rate
Long-Term Debt 43.28% 5.22% 2.26%
Short-Term Debt 2.32% 5.00% 0.12%
Common Equity 54.40% 10.51% 5.72%
Total 100.00% 8.10%




Regarding proxy groups, I&E recommends that the Commission consider only the
gas distribution utilities group meeting the criteria set forth by I&E when evaluating
Columbia’s requested return on equity (ROE) in this proceeding.

I&E reiterates that the percentage of revenues is an appropriate criterion in
selection of the proxy group companies and recommends that Southwest Gas Holdings,
Inc. should not be included in the proxy group because it derives less than 50% of its
revenue from its regulated gas operation revenues.

I&E recommends using the Company’s claimed capital structure as it falls within
the range of the I&E proxy group’s 2024 capital structures, which is the most recent
information available at the time of I&E’s analysis.

I&E recommends using the Company’s FPFTY claimed short-term debt cost rate
of 5.00% and long-term debt cost rate of 5.22%.

I&E continues to recommend using the Discounted Cash Flow (“DCF”’) method as
the primary method to determine the cost of common equity. The DCF method has the
most wide-spread regulatory acceptance and I&E still recommends primary reliance on
the DCF method due to the shortcomings associated with the CAPM method.

I&E recommends a cost of common equity of 10.51% for Columbia in this base
rate proceeding.

I&E recommends that Commission not give the CAPM, ECAPM, and RP
considerable weight, instead relying on the DCF results.

Columbia faces the same exposure to the variety of claimed risks and uncertainties

as all the other companies in the proxy groups.



The cost of equity I&E recommends in this proceeding is adequately measured by
I&E’s proxy group and Columbia’s equity rich capital structure adequately compensates
for the risk differentials claimed by Columbia.

I&E recommends that any additional consideration or adjustments for the
Company’s claimed risk profile in determining the cost of equity for Columbia is/are
unwarranted, unjustified, and unsupported.

I&E recommends that the “low end” DCF result, removed by Columbia witness
Mr. Rea, is added back in to the Company’s calculations for purposes of Commission
review of the cost of common equity.

I&E recommends that the Company’s proposed leverage adjustment be rejected in
its entirety. The application of the Company’s proposed leverage adjustment would serve
only to manipulate the DCF’s market-based methodology and would cause substantial
harm to ratepayers through higher rates.

I&E recommends that the proposed flotation cost adder should be rejected in its
entirety.

I&E recommends the Commission continue its historic practice of recognizing the
10-year Treasury Note as the superior measure for the risk-free rate, as long-term
Treasury Bonds have substantial maturity risk associated with the market risk and the risk
of unexpected inflation.

I&E recommends the Commission reject Columbia’s use of a 7.00% market risk

premium instead of the prospective risk premium of 6.83% in their CAPM analysis.



I&E recommends that the Company’s proposal to use a CAPM size adjustment of
61-basis points (0.61%) be disallowed.

I&E recommends the Commission entirely reject Columbia’s calculated ECAPM
results of 11.18% without the flotation cost adjustment and 11.21% with the flotation cost
adjustment.

I&E recommends that the Commission not award Columbia additional
management performance basis points for doing what they are required to do by the
Public Utility Code and Commission regulations in order to provide adequate, efficient,
safe, and reasonable service. The twenty-five (25) basis points management performance
adder would cost Columbia’s ratepayers an additional $7,253,514 annually.

I&E recommends the Company’s proposed subjective and inflated DCF growth
rate be summarily rejected.

I&E recommends that the Company should be afforded the opportunity to earn an
overall rate of return of 8.10%. This recommended overall rate of return is comprised of
a weighted average of a 2.26% rate of return on long-term debt, a 0.12% rate of return on
short-term debt, and a 5.72% rate of return on common equity. I&E notes that I&E’s
recommended return on common equity of 10.51% is higher than the average return on
equity of 9.73% of all gas utility rate cases decided/approved by state regulatory
authorities in the first quarter of 2025.

RATE STRUCTURE AND RATE DESIGN

A utility’s rate structure implements the Commission’s approved revenue increase

to determine how the overall increase will be allocated among the utility’s various rate
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classes. A properly designed rate structure will not unduly burden one class of ratepayers
to the benefit of another.

I&E recommends the Commission order that Columbia’s new rates become
effective January 1, 2026 (the first day of the FPFTY) instead of December 18, 2025, to
avoid any unreasonable and unjustified impact on ratepayers.

Columbia performed and provided three Allocated Cost of Service Studies in its
initial filing. 1&E recommends the Company use the peak and average methodology to
allocate any potential revenue increases among Columbia customer classes; and that the
Company continuing to show a separate customer class for flex rate customers.

Revenue allocation is described as the allocation of revenue responsibility between
rate classes. The Company prepared two customer cost analyses. I&E recommends that
the Company’s customer cost analysis that does not include the cost of mains should be
utilized in this proceeding; and, the Company’s customer cost analysis that includes the
cost of mains should not be considered.

Regarding rate design and customer charges, I&E relied on the Company’s rate
design recommendation and applied the customer cost analysis that does not include the
cost of mains. I&E concluded that customer charges for the RS, RDS, and RC2 classes
are too high. I&E recommends the customer charges for rate classes RS, RDS, and RC2
stay at the current rate of $17.25.

I&E accepted the proposed customer charges for LDS class customers. I&E also
accepted the proposed customer charges for SGS1, SGS2, and SDS/LGSS customers as

the proposed charges are consistent with the applicable customer cost analysis.
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If the Commission grants an increase less than the amount requested by the
Company, then I&E recommends that all proposed increases to customer charges and
usage rates be scaled back proportionately based on the ACOSS that is ultimately
approved by the Commission.

ALTERNATIVE RATEMAKING

The Commission noted in its PECO WNA Order “it is a primary concern of the
Commission that alternative ratemaking is, in some way, rooted in the cost of service.”

As is stated at 52 Pa. Code § 69.3301, “an alternative rate design methodology
should reflect the sound application of cost-of-service principles, establish a rate structure
that is just and reasonable, and consider customer impacts.”

I&E recommends that Columbia’s Weather Normalization Adjustment pilot
program be allowed to expire and no permanent WNA be put in place.

If, in the alternative, the Commission decides to approve the WNA on a permanent
basis, then I&E recommends three (3) modifications should be made to the WNA. First,
the shoulder month of May should be removed from the WNA. Second, the time period
used to determine normal Heating Degree Day HDDs be shortened to ten years. And
third, the deadband should be increased to 5%.

I&E recommends that the Company’s proposal to implement a Revenue
Normalization Adjustment be denied.

CUSTOMER SERVICE/QUALITY OF SERVICE

Most of the customer service and quality of service issues were raised by the OCA

and CAUSE-PA.
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I&E recommends that the Commission not allow the Company’s proposed annual
budgeted expense claim of $300,000 for the SAP program to be recovered from
ratepayers’ bills using the USP rider.

UNIVERSAL SERVICE PROGRAMS

Most of the universal service programs issues were raised by the OCA, CAUSE-
PA, and PWPTF.

I&E recommends that no increase in the budgeted LIURP amount be approved in
this proceeding. I&E reasoned that, while PWPTF’s and CAUSE-PA’s recommendations
are well-intentioned, it is inappropriate to consider an increase in the LIURP budget in
this base rate proceeding. “This complexity and the need for balance are best addressed
in USECP proceedings.”

I&E recommends that no increase to the Company’s contribution to its Hardship
Fund be approved in this proceeding. If an increase is ultimately approved in this
proceeding, any increase to the Hardship Fund as proposed by the PWPFT should be
funded by shareholders and not via mandatory ratepayer funding.

ENERGY EFFICIENCY PROGRAMS

Columbia’s current residential Energy Efficiency Plan pilot was originally
approved as part of the Company’s 2022 base rate case at Docket No. R-2022-3031211
with a budget of $4.0 million for the years 2023 to 2025 and is set to expire at the end of
2025 and Columbia is proposing a Phase II Three Year EEP.

I&E recommends that the Company’s proposal for its Phase II EEP be disallowed

in this base rate proceeding.
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If, in the alternative Phase II is approved, then, in the interest of customer
protection, I&E recommends the Commission put a maximum annual cap on the plan’s
total administration cost (exclusive of the incentives cost) at 20% of the annual total EEP
cost with any excess administration costs to be refunded to customers through the rider.

COMPETITIVE SUPPLY ISSUES

I&E did not submit any record evidence nor make any recommendations regarding
any competitive supply issues.

TARIFF ISSUES

I&E continues to recommend that Columbia’s proposed Economic Development
Distribution Service rate class be disallowed in its entirety. If, on the other hand, the
Commission grants Columbia’s request to implement the EDDS, then I&E urges the
Commission to address the concerns raised by I&E, especially the allocation of costs.

MISCELLANEOUS AND PIPELINE SAFETY ISSUES

I&E Pipeline Safety highlighted the usefulness and safety benefits of methane
detectors within structures and the ability of real-time smart reporting technology to
simultaneously notify the customer and the emergency gas response officials to
potentially hazardous situations. I&E recommends that the Company implement a pilot
program utilizing SRMDs in a region where Columbia has risky pipe for the installation
of 500 to 1000 SRMDs to allow the Company to study the effectiveness of the SRMDs

and monitor the related expenses.
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CONCLUSION

Columbia Gas has not met its burden of proof as the record evidence presented by
Columbia does not substantiate a revenue increase of $110.5 million. Instead, based on
the weight of the record evidence, the Commission should only grant Columbia the I&E
recommended revenue increase of $78,643,542. Further, the Commission should
implement the recommendations set forth by I&E in its testimony, exhibits and main
brief arguments.

III. I&E OVERALL POSITION ON RATE INCREASE REQUEST

I&E’s total recommended revenue requirement for the Company is
$996,415,410.'° This recommended revenue requirement represents an increase of
$78,643,542 to the Company’s claimed present rate revenues of $917,771,868.!! This
total recommended allowance incorporates I&E adjustments made in I&E direct, rebuttal
and surrebuttal testimony to O&M expenses, '? and the recommended adjustments made
in the direct and surrebuttal testimony of I&E witnesses DC Patel!® and Esyan Sakaya.!*

IV. RATE BASE

Rate base, also known as measure of value, is the depreciated original cost of a
utility’s investment in plant a utility has in place to serve customers plus other additions
and deductions that the Commission determines to be necessary in order to keep the

utility operating and providing safe and reliable service to its customers. Rate base is one

10 I&E St. No. 1-SR, p.4. See also App. A, Table I infra.

1 1d.

12 See 1&E St. No. 1; I&E St. No. 1-R; and I&E St. No. 1-SR.
13 See I&E St. No. 2; and I&E St. No. 2-SR.

14 See I&E St. No. 3; and I&E St. No. 3-SR.
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part of the financial equation used by the Commission to determine the appropriate
revenue that a utility is granted in a rate proceeding.

Additionally, the depreciated original cost is determined by subtracting the book
reserve, which is the accumulation of all prior annual depreciation expense, and other
items such as salvage value, from the original cost of the plant in service that is projected
to be used and useful in the public service. The depreciated original cost of the plant in
service is determined by taking a “snapshot” look at the depreciated original cost value of
used and useful utility plant in service at the end of the FPFTY.

Further, for a utility plant to be included in rates, the plant must be used and useful
in the provision of utility service to the customers. Therefore, by definition, only plant
currently providing or capable of providing utility service to customers or plant projected
to be completed and in service by the end of the FPFTY is eligible to be reflected in rates.

A. Fair Value

Columbia’s claimed rate base for the end of the FPFTY (December 31, 2026) is
$3,845,381,715."° Columbia’s FTY rate base is $3,489,139,254.'¢ Therefore, I&E finds
that $356,242,461 ($3,845,381,715 - $3,489,139,254) of rate base additions are
associated with the FPFTY.!”

B. FPFTY Reporting Requirements

I&E recommended and continues to recommend that that the Company be

required to provide the Bureau of Investigation and Enforcement and the Office of

15 I&E St. No. 3, p. 3, citing Columbia Exh. No. 108, p. 3, col. 5.
16 1d., citing Columbia Exh. No. 108, p. 3, col. 3.
17 1d. See also Columbia Exh. No. 108, Sch. 1.
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Consumer Advocate with an update to Columbia Exhibit No. 108, Schedule 1 no later
than April 1, 2026, under this docket number, which should include actual capital
expenditures, plant additions, and retirements by month for the twelve months ending
November 30, 2025.'® Additionally, I&E recommended that the Company be required to
provide actuals through December 31, 2026, no later than April 1, 2027.%

I&E reasoned there is value in determining how closely Columbia’s projected
investments in future plant align with the actual investments that are made by the end of
the FTY and FPFTY.?° Determining the correlation between Columbia’s projected and
actual results will help inform the Commission and the parties in Columbia’s future rate
cases as to the validity of Columbia’s projections.?!

The Company agreed with I&E’s recommendation; therefore, I&E’s
recommendation should be approved.??

V. REVENUE
A. Overall Revenue Requirement
The revenue requirement formula used in base rate cases is as follows:
RR=E+D+ T+ (RB x ROR)
Where:

RR = Revenue Requirement

E = Operating Expenses

18 I&E St. No. 3, pp. 3-4.

19 Id.,p. 4.
20 Id.
I

22 I&E St. No. 3-SR, p. 3.
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D = Depreciation Expense

T = Taxes

RB = Rate Base

ROR = Overall Rate of Return®?
In the above formula, the rate of return is expressed as a percentage.?* The calculation of
that percentage is independent of the determination of the appropriate rate base value for
ratemaking purposes.?> As such, the appropriate total dollar return is dependent upon the
proper computation of the rate of return and the proper valuation of the Company’s rate
base.?¢

Columbia has consistently filed base rate cases to primarily recover the capital

cost of its pipeline infrastructure replacement program, which has consistently
increased.?” Columbia has filed nine base rate cases in a span of twelve years requesting
a cumulative total additional revenue increase of $717.35 million.?® No other regulated
utility in Pennsylvania has filed base rate cases as frequently as Columbia has in the last
twelve years.?’ When compared to the other Pennsylvania jurisdictional natural gas
distribution companies, Columbia has the highest average monthly bill for a residential

hating customer using 73.7 Ccf/Month.3® Columbia’s response to ever increasing

23 I&E St. No. 2, p. 3.

%
5
%

27 Id., pp. 5-6.

28 Id., p. 6. 1&E notes many of these cases settled or litigated resulting in a lesser
rate increase than was requested.

29 1d.

30 Id.,p.9.
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customer bills is that the Company realizes that rate increases will always have an impact
on customers; however, considering the large, ongoing and growing capital program,
which is necessary to retire and replace aging infrastructure, a rate increase is
unavoidable.?!

In consideration of the above and the record evidence presented, I&E recommends
the Commission consider the impact any rate increase will have on Columbia’s customers
given the recent history of the many rate increases.

B. Blackhawk Storage Facility Sale — Requested Amortization

Columbia’s request for the amortization of a regulatory asset regarding the sale of
the Blackhawk Storage Facility was not part of Columbia’s original March 20th filing.
Columbia only raised the issue of the requested amortization four months later in its July
17th rebuttal testimony.3?> The request was for a regulatory asset to defer and amortize
the non-depreciable loss on the sale of $5,031,739 and the expenses for the feasibility
study of $389,005, for a total of $5,420,743 to be amortized over five years, producing an
annual amortization expense of $1,084,149 ($5,420,743 + 5 years).*3

I&E opposes the inclusion of the regulatory asset in this current base rate case for
several reasons. First, Columbia stated in its application, and the Commission noted in
its Order approving the sale, that Columbia “anticipates that, in a base rate proceeding
filed after Commission approval of the sale and the closing of the transaction [emphasis

added], the Company’s claimed cost of service will reflect both the divestiture of the

3 1d., citing Columbia St. No. 1, p. 7.
32 I&E St. No. 3-SR, p. 4, citing Columbia St. No. 4-R, pp. 6-10.
33 Id.
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Blackhawk Storage Field, reduced operation, and maintenance costs associated with that
asset.”3 The Commission noted further that Columbia stated that “[t]he treatment of the
proceeds from the sale will be determined in a future base rate proceeding.”* Clearly
Columbia’s March 20, 2025 base rate filing was and is not a “future base rate
proceeding” occurring after the April 24, 2025 Blackhawk Order. If a company, any
company, pledges to do something in an application to the Commission they should be
held to that pledge.

Second, there are legitimate questions regarding the prudency of the Blackhawk
related feasibility study.?® I&E posits that it appears questionable whether the amount of
money spent on this study was prudent and in the interest of ratepayers®’ and is one more
reason to disallow inclusion of the regulatory asset in this base rate case.

Therefore, in consideration of the record evidence presented and Commission
precedent, I&E recommends the Commission disallow the inclusion of the requested
regulatory asset in this case.

VI. DEPRECIATION EXPENSE
I&E did not present any record evidence or make any recommendations regarding

depreciation expense other than using the Company’s as-filed depreciation expense in

34 I&E St. No. 3-SR. p. 5 quoting Application of Columbia Gas of Pennsylvania, Inc.

to Transfer by Sale to Pin Oak Energy Partners LLC of its Blackhawk Storage
Field located in South Beaver Township, Beaver County, Pennsylvania
(“Blackhawk Order”), Docket No. A-2025-3053161, p. 4 (Order Entered April 24,
2025).

35 Blackhawk Order, p. 4.

36 I&E St. No. 3-SR, pp. 6-7.

37 1d.
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I&E’s analysis of Columbia’s base rate filing and in conjunction with all other I&E base
rate calculations.
VII. O&M EXPENSES

It is well settled that a utility is entitled to recover its reasonably and prudently
incurred expenses.®® Operating and maintenance expenses, if properly and prudently
incurred, are allowed as part of the overall base rate computation. As such, a public
utility is entitled to recover all reasonable and normal operating and maintenance
expenses incurred by providing regulated service.?®* To the extent that expenses are not
incurred, imprudently incurred, or abnormally overstated during the test year, they should
be disallowed and found not recoverable through rates. The public utility requesting a
rate increase and seeking to recover expenses has the burden of showing that the rate
requested, including all claimed expenses, is just and reasonable.*

A. Rate Case Expense

The Company’s FPFTY claim for base rate case expense is $1,321,000.*! Further,
the Company proposed to normalize the entire estimated rate case expense of $1,321,000
over a 12-month period based on prior base rate case filing experience and the

expectation of annual filings for future base rate cases.*?

38 UGI Corp. v. Pa. P.U.C., 410 A.2d 923, 932 (Pa. Commw. 1980).

39 Western Pennsylvania Water Company v. Pa. P.U.C., 422 A.2d 906 (Pa. Commw.
1980).

40 66 Pa. C.S. § 315(a); See also Cup v. Pa. P.U.C., 556 A.2d 470 (Pa. Commw.
1989).

41 I&E St, No. 1, p. 5, citing Columbia Vol. 6, Exh. No. 104, Sch. 1, p. 2.

42 Id., pp. 5-6, citing Columbia St. No. 4, pp. 22-23 and 41-42.
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I&E disagreed with the Company’s claimed total rate case expense of
$1,321,000.% I&E also disagree with applying a 12-month normalization period, because
it is not supported by the Company’s historic actual rate case expenses and the historic
rate case filing frequency.**

I&E recommends an allowance of $731,372 or a reduction of $589,628
(81,321,000 - $589,628) to the Company’s claim.*> The Company’s response to I&E
discovery provided the actual rate case expense incurred and claimed in recent cases with
the last litigated rate case being in 2020.4¢ Columbia’s response shows the most recent
litigated case in 2020 resulted in the Company spending only 73.82% ($782,522 +
$1,060,000) of the total claim.*’ Regarding the normalization period, the Company’s
proposed normalization period fails to properly rely upon the historic data and is
speculative in nature. In contrast to the Company’s claimed 12-month normalization
period, I&E recommends a 16-month normalization period, which is reasonable and is
validated by the Company’s recent filing history.*

Finally, Columbia’s average historic filing frequency is 16 months ((12 + 12 + 24)
= 48 + 3), which supports I&E’s recommended normalization period.** The Company’s

rate case expense normalization of 12 months is speculative and is not supported by the

43 Id., p. 6; I&E St. No. 1-SR, pp. 6-7.
M Id.; Id., pp. 7-8.

45 Id.

46 Id., citing 1&E Exh. No. 1, Sch. 1, p. 2.

47 1d.

48 See I&E St. No. 1, p. 7, citing I&E Exh. No. 1, Sch. 1, p. 2.
49 Id.
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historic filing frequency, and the Company is merely relying on its expectation of future
base rate case filings.

The Commission has historically stated that it considers prudently incurred rate
case expense as an ongoing expense, occurring at irregular intervals, related to the
rendering of utility service. 4 Guide to Utility Rate Making”’ clearly states:

The Commission’s practice is to recognize all prudently-

incurred rate case expense and set a normalization period based
upon historic filing frequency.>!

Additionally, recent Commission orders have supported using normalization for
rate case expense.>? In the Emporium Water Company>? base rate case; the City of
DuBois>* base rate case, and most recently the Columbia Gas™ base rate case the
Commission found in favor of I&E’s recommendation for a normalization period based
on the actual historic filing frequency.

Regardless of whether the Company speculates that it will file yearly base rate
cases, it is more appropriate to utilize the historic filing frequency of 16 months.

Therefore, inconsideration of the record evidence presented, I&E recommends an

50 A Guide to Utility Ratemaking, Cawley and Kennard (2018 Edition) (Ratemaking
Guide).

o1 Ratemaking Guide, p. 112.

52 See I&E St. No. 1, pp. 8-12.

53 Pa. P.U.C. v. Emporium Water Company, Docket No. R-2014-2402324, p. 50
(Order Entered January 28, 2015).

>4 Pa. P.U.C. v. City of DuBois — Bureau of Water, Docket No. R-2016-2554150, pp.
65-66 (Order Entered March 28, 2017).

>3 Pa. P.U.C. v. Columbia Gas of Pennsylvania, Inc., Docket No. R-2020-3018835,
p. 78, Order Entered February 19, 2021.
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allowance of $731,372 or a reduction of $589,628 ($1,321,000 - $589,628) to be
normalized over 16-months for rate making purposes.>®

B. Other Employee Benefits Expense

The Company is claiming other employee benefits expense in the amount of
$8,915,45957 which includes insurance premium costs for health, dental and vision
(medical), 401K plan contributions, group life and long-term disability insurance, profit
sharing, and other benefits.®

I&E, on the other hand, recommends an allowance of $7,754,135 for other
employee benefits expense, or a reduction of $1,161,324 ($8,915,459 - $7,754,135) to the
Company’s claim based on a benefits-to-payroll expense factor of 20% as explained in
I&E witness Mr. Bedasa’s testimony and exhibits.>® After considering the historic
variance in the actual benefits expense as compared to the budgeted amounts, I&E
recommends adjusting the FPFTY benefits expense claim to 20% of the payroll expense
claim as follows: Total FPFTY Payroll Expense Claim of $38,770,674 x 20% =
$7,754,135 recommended allowance, or a reduction of $1,161,324 ($8,915,459 -
$7,754,135) to the Company’s claim.®

While the Company tried to offer an explanation, including the why the Company
has historically underspent benefits expense as compared to the budgeted expense, it did

not provide an explanation for prior years’ underspending, and eventually admitted to the

36 I&E St. No. 1, pp. 6-7; I&E St. No. 1-SR, pp. 5-8.

37 I&E St. No. 1, p. 11, citing Columbia Vol. 6, Exh. No. 104, Sch. 1, p. 2.
58 Id., p. 12; I&E Exh. No. 1, Sch. 2, pp. 2-4.

59 Id., pp. 11-14: I&E St. No. 1-SR, pp. 8-12.

60 Id., p. 14.
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underspending.®' As such, a gap between budgeted amounts and actual expenses
incurred would create an unjust and unreasonable burden on ratepayers if the Company’s
claim is allowed.®?

Finally, I&E accepts that other employee benefits may fluctuate over the years,
and asserts that I&E’s recommendation does not contradict this premise.®* And, in
consideration of all of the record evidence presented, I&E recommends an allowance of
$7,754,135 for other employee benefits expense, or a reduction of $1,161,324
(88,915,459 - $7,754,135) to the Company’s claim.%*

C. Other Rents and Leases

The Company is claiming other rents and leases expense of $545,640.% The other
rents and leases claim includes communications equipment and lines, office machines,
and other items.%® The Company’s FPFTY claim for other rents and leases expense is
based on adjustments made to the FTY by $71,365 and the FPFTY by ($928).¢7

I&E recommends an allowance of $475,203 for other rents and leases expense, or
a reduction of $70,437 ($545,640 - $475,203) to the Company’s claim.®® I&E argues,
using the most recent known and measurable amounts, this expense has trended

downward year after year from 2022 to 2024 (from $532,730 in 2022, to $505,142 in

o1 Id., pp. 9-10, citing Columbia St. No. 18-R, p. 9.

62 Id.
©  I&E St No. 1-SR, p. 11,
64 Id.,p.12.

65 I&E St. No. 1, p. 15, citing Columbia Vol. 6, Exh. No. 104, Sch. 1, p. 2.
66 Id., p. 14, citing Columbia St. No. 4, p. 12.

67 Id., p. 15, citing Columbia Vol. 6, Exh. No. 104, Sch. 1, p. 2.

68 Id., p. 15; 1&E St. No. 1-SR, p. 14.
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2023, and $475,203 in 2024).%° Additionally, the Company provided no support for the
FTY and FPFTY increases’ only arguing it applied an inflation rate on the three-year
average.’!

Therefore, in consideration of the record evidence presented and in the absence of
support for a higher claim, I&E recommends an allowance equal to the supported HTY
actual expense of $475,203.

D. Allocated Compensation — Stock Awards Expense

The Company is claiming stock awards of $4,528,579, which are included in the
total NiSource Corporate Services Company (“NCSC”) expense claim.”? These NCSC
expenses are a part of the NCSC employees’ service charge, based on a budgeted
allocation in the FTY and FPFTY claims based on the HTY 2024 normalized expense
level and ratemaking adjustments.”® NCSC was established to provide centralized
services to the individual operating companies within NCSC and to coordinate the
allocation and billing of charges to the NCSC operating companies for services provided
by both NCSC directly and by third-party vendors.” The rendering of services on a
centralized basis enables the affiliates to realize benefits from economies of scale by
leveraging the use and specialized expertise of personnel and equipment across the whole

enterprise.”

© I, p. 15,

70 Id., pp. 15-16, citing I&E Exh. No. 1, Sch. 3, p. 3.

7 I&E St. No. 1-SR, pp. 13-14.

72 I&E St. No. 1, p. 17, citing I&E Exh. No. 1, Sch. 4, p. 1.

73 Id.,p. 16.
™ Id.
75 Id.
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I&E recommends complete disallowance of the $4,528,579 claim for NCSC
allocated stock awards expense.’® Stock awards are a type of incentive compensation
linked to financial goals and targets such as earnings per share.”’” These goals are
specifically shareholder-oriented goals and not ratepayer-oriented goals.”® While there
may be other requirements that are operational in nature, it is I&E’s understanding is that
the primary target is financial goals.”® Thus, stock awards should not be funded by
ratepayers. Allowing this claim in rates would result in higher rates and revenues at the
expense of ratepayers, which would directly benefit the parent company’s financial goals.
Additionally, it must be noted that the stock awards are limited to leadership positions.3°

Columbia noted that that 75%-80% of goals are earnings per share and shareholder
return-related.3! This only affirms I&E’s concern that these awards, that are limited to
certain top-level executives, are mainly of benefit to shareholders and should not be
recovered from ratepayers.®? Therefore, in consideration of the record evidence
presented, I&E recommends complete disallowance of the $4,528,579 claim for NCSC

allocated stock awards expense.

76 Id. p. 17: I&E St. No. 1-SR, p. 17.

77 Id.,p. 18.

78 Id.

7 Id.

80 Id.

8 I&E St. No. 1-SR, pp. 15-16.
82 Id., p. 16.
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E. Interest On Customer Deposits

The Company claims $373,107 interest expense on customer deposits.®> The
Company’s FPFTY claim is based on calculating 8% interest on the 2024 average
customer deposit balance of $4,663,841 ($4,663,841 x 0.08 = $373,107).84 Also, the
Company said that it did not make further adjustments to this item for either the FTY or
the FPFTY because it has made no projected change to the HTY balance for customer
deposits.®

I&E reviewed the claim and recommended an allowance of $326,469 for interest
on customer deposits, or a reduction of $46,638 ($373,107- $326,469) to the Company’s
claim.?® I&E reasoned and now argues Columbia should pay the ratepayers the legal rate
of interest on the customers’ security deposit based on an updated interest rate each
year.®” Based on information provided by the Company in response to I&E-RE-49-D,
I&E adjusted the interest on customer deposits by multiplying the updated interest rate of
7% for 2025 by the average customer deposit balance of $4,663,841.88 This produces
I&E’s recommended allowance of $326,469 ($4,663,841 x 0.07).%°

In consideration of the above and the record evidence presented, I&E continues to

recommend an allowance of $326,469 for interest on customer deposits.

83 I&E St. No. 1, p. 19, citing Columbia Vol. 6, Exh. No. 104, Sch. 1, p. 2.
84 1d., citing Columbia Vol. 2, Exh. No. 4, Sch. 2, p. 29.
85 Id., citing Columbia St. No. 4, p. 28.

86 Id., p. 20.

87 1d.

88 Id., citing I&E Exh. No. 1, Sch. 5, p. 2.
89 1d.
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F. Cash Working Capital

In Columbia’s 2024 base rate proceeding Columbia agreed to perform a lead/lag
study in its first base rate case filed after January 1, 2026, as agreed in the 2024
settlement at Docket No. R-2024-3046519.°° As this case was filed before January 1,
2026, Columbia did not include a lead/lag study in this case.

I&E continues to recommend that based on the settlement agreement mentioned
above, the Company should include a lead/lag study in its first base rate case to be filed
on or after January 1, 2026.%!

G. Energy Assistance Team (EAT)

The Company is proposing to recover Energy Assistance Team (“EAT”’) employee
costs associated with Customer Assistance, Referral and Evaluation Services program
(“CARES”) and Customer Assistance Program (“CAP”) through the USP rider.*?
Currently, the Universal Service Costs associated with the Company’s EAT, which
handles the administration of LIHEAP/CRISIS and CAP accounting are recovered in
base rates.”> The Company wants to remove recovery of the EAT employee costs, which
is approximately $220,000 annually, from base rates and move recovery to the USP

rider.”*

% See I&E St. No. 1, pp. 20-22. See also I&E Exh. No. 1, Sch. 6, p. 1.
ol Id., p.22.

92 See I&E St. No. 2, pp. 103-104, citing Columbia St. No 16, pp. 10-12.
23 Id.

% Idp. 104
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I&E recommended the Commission reject the Company’s proposal to move EAT
labor cost recovery from base rates to the USP rider for two reasons.”® First, moving
EAT cost recovery from base rates to USP rider provides Columbia a guaranteed
recovery of EAT labor costs and eliminates the Commission’s authority to review
reasonableness and prudency of EAT labor costs.”® Second, I disagree with Ms. Davis’s
claim that shifting EAT cost recovery through the USP rider will permit the Company to
appropriately staff for fluctuating demands for additional staffing.®’” Fluctuation in
staffing needs is a routine event in business operations for the Company at large for
various reasons, which is required to be managed appropriately as the staffing need
changes.”® Additionally, keeping all staffing costs under O&M ensures no duplicate
recovery of related costs in base rate proceedings.”® Theoretically, if this request is
approved, the Company could add or remove employees without scrutiny. %

Therefore, in consideration of the record evidence presented, I&E recommends the
Commission reject the Company’s proposal to move EAT labor cost recovery from base
rates to the USP rider.

VIII. TAXES
A. Tax Adjustments

I&E did not propose any adjustments for taxes in this proceeding.

95 Id., p. 105.

% Id. See also I&E St. No. 2-SR, pp. 65-66.
o7 1d.; 1d.

%8 Id.; Id.

9 I&E St. No. 2-SR, p. 66.
100 T&E St. No. 2, p. 105.
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IX.

RATE OF RETURN

A. Introduction - Rate of Return Standards

The Company claimed the following rate of return:!

01

Summary of Cost of Capital

COLUMBIA GAS OF PENNSYLVANIA, INC.

Type of Capital Ratio Cost Rate | Weighted Cost Rate
Long-Term Debt 43.28% 5.22% 2.26%
Short-Term Debt 2.32% 5.00% 0.12%
Common Equity 54.40% 11.35% 6.17%
Total 100.00% 8.55%

I&E recommended the following rate of return for the Company: !%?
I&E Recommendation
Columbia Gas of Pennsylvania, Inc.
Summary of Cost of Capital
Type of Capital Ratio Cost Rate Weighted Cost
Rate
Long-Term Debt 43.28% 5.22% 2.26%
Short-Term Debt 2.32% 5.00% 0.12%
Common Equity 54.40% 10.51% 5.72%
Total 100.00% 8.10%

Rate of return is one of the components of the revenue requirement formula.

103

Rate of return is the amount of revenue an investment generates in the form of net

101
102
103

I&E St. No. 2, p. 11.

Id., p. 11; I&E St. No.

ld.,p.2.

2-SR, pp. 53-54.
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income.'® Tt is typically expressed as a percentage of the amount of an asset base at a
particular point in time, which in base rate proceedings, is the projected rate base balance
at the end of the test year.'%

In the revenue requirement formula used in base rate cases (RR=E+D + T +
(RB x ROR)) the rate of return is expressed as a percentage.!® The calculation of that
percentage is independent of the determination of the appropriate rate base value for
ratemaking purposes.'?” As such, the appropriate total dollar return is dependent upon
the proper computation of the rate of return and the proper valuation of the Company’s
rate base.!%®

Further, A fair and reasonable overall rate of return 1s one that will allow the
utility an opportunity to recover those costs prudently incurred by all classes of capital
used to finance the rate base during the prospective period in which its rates will be in
effect.!” The Commission has the authority to determine the fair revenue requirement
and rate of return, which the utility has the opportunity to earn, but not a guarantee to
earn.'1°

The Bluefield Water Works & Improvements Co. v. Public Service Comm. of West

Virginia, 292 U.S. 679, 692-93 (1923) (“Bluefield”), and Federal Power Commission v.

Hope Natural Gas Co., 320 U.S. 591, 603 (1944) (“Hope Natural Gas”) cases set forth

104 74 p. 2.
105 Id
106 Id
107 Id
108 Id
109 Id

10 I&E St. No. 2, pp. 3-4.
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the principles that are generally accepted by regulators throughout the country as the

appropriate criteria for measuring a fair rate of return:

o A utility is entitled to the opportunity of a return similar
to that being earned by other enterprises with
corresponding risks and uncertainties, but not as high as
those earned by highly profitable or speculative
ventures;

o A utility is entitled to the opportunity of a return level
reasonably sufficient to assure financial soundness;

o A utility is entitled to the opportunity of a return
sufficient to maintain and support its credit and raise
necessary capital; and,

o A fair return can change (increase or decrease) along
with economic conditions and capital markets.!!!

In base rate proceedings, the overall rate of return is traditionally calculated using

the weighted average cost of capital method.!'? To calculate the weighted average cost of

capital, a company’s capital structure must first be determined by comparing the

percentage of each capitalization component which has financed the rate base to total

capital.!’* In Columbia’s case, the capital components consist of long-term debt, short-

term debt, and common equity.'!'* Next, the effective cost rate of each capital structure

component must be determined.!!'> The historical component of the debt cost rate can be

computed accurately, and any future debt issuances are based on estimates.''® The cost

111
112
113
114
115
116

I&E St. No. 2, pp. 3-4.
ld.,p.4.

1d., pp. 4-5.

Ild.,p.5.

1d.

1d.

33



rate of common equity is not fixed and is more difficult to measure.!!” Because of this
difficulty, a proxy group is used as discussed later in this direct testimony.!!®* Then, each
capital structure component percentage is multiplied by its corresponding effective cost
rate to determine the weighted capital component cost rate.!!'® The table in the “I&E
Position” section in I&E Statement No. 2 demonstrates the interaction of each capital
structure component and its corresponding effective cost rate.'?? Finally, the sum of the
weighted cost rates produces the overall rate of return.'?! This overall rate of return is
multiplied by the rate base to determine the return portion of a company’s revenue
requirement. %2

B. Proxy Group

A proxy group is a set of companies that have similar traits as compared to the
subject utility.!?* This group of companies acts as a benchmark for determining the
subject utility’s rate of return in a base rate case.'?* Further, a proxy group’s cost of
equity is used as a benchmark to satisfy the long-established guideline of utility
regulation that seeks to provide the subject utility with the opportunity to earn a return

similar to that of companies with corresponding risks and uncertainties. '?°

117 Id
118 Id
119 Id

120 Id., citing I&E St. No. 2, p. 11.
2l I&E St. No. 2, pp. 5, 11.

22 Id,p.S5.

123 1&E St. No. 2, p. 12.
24 g

125 Id
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The criteria I&E witness D.C. Patel used for his proxy group is designed to select

companies that are representative of Columbia. I&E applied the following criteria to the

Value

group:

Mr. Patel’s proxy group included seven companies.!

Line Investment Survey Industry Classification as a “Natural Gas Utility” proxy

1. Fifty percent or more of the company’s revenues must
be generated from 4 the regulated gas utility industry.

2. The company’s stock must be publicly traded.

3. Investment information for the company must be available from
more than one source, which must include Value Line.

4. The company must not be currently involved in an announced
merger or the target of an acquisition.

5. The company must have four consecutive years of historic earnings
data.
6. The company must be operating in a state that has a deregulated gas

utility market. '

27

I&E disagreed with the Company’s selection of proxy group companies. 2

Columbia argues that consolidated income rather than company revenue revenues, is

more closely correlated to the net cash flows a company receives from each line of

business'

recent

29 even though the Commission rejected this theory in the past. In the most

Columbia Water Company base rate proceeding, the Commission concluded:

126
127
128

129

Id., p.13.

See Id., p. 14 for the complete list.

See I&E St. No. 2, pp. 12-20; I&E St. No. 2-SR, pp. 6-9 for the complete proxy
group analysis and arguments against the use of the Company’s selected proxy
group.

I&E St. No. 2-SR, p. 2, citing Columbia St. No. 8-R, p. 15.
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In Columbia Gas 2021, we stated the following regarding the
proxy group at issue in that proceeding: First, as I&E and the
ALJ pointed out, a company’s revenues represent the
percentage of cash flow the company receives from each
business line related to providing a good or service. Therefore,
if less than fifty percent of revenues come from the regulated.
gas sector, the company is not comparable to the subject utility
as it does not provide a similar level of regulated business.

As further noted by I&E, while two companies or segments can
have the same level of revenue, their net operating income may
vary greatly, depending on their performance and decisions.
The purpose of a proxy group is to compile a set of companies
that have similar risks to the subject utility. As such, we are of
the same opinion, as in our decisions in Columbia Gas 2021
and PECO 2021, that if less than 50% of a utility’s revenues
come from the regulated business sector, the company is not
comparable to the subject utility as it does not provide a similar
level of regulated business.

Based on the specific record developed in the instant case, we
find that the percentage of revenues generated from regulated
utility operations, in this instance regulated water utility
operations, is the appropriate criterion to include when setting
Columbia’s proxy group. Therefore, we concur with I&E that
Essential Utilities should be excluded from the proxy group
that we will use in setting the authorized ROE and the resulting
overall rate of return for Columbia in this proceeding. '3°

Therefore, in consideration of the record evidence presented and the relevant
Commission precedent, I&E recommends that the Commission consider only the gas
distribution utilities group when evaluating Columbia’s requested return on equity (ROE)
in this proceeding. ! Further, I&E reiterates that the percentage of revenues is an

appropriate criterion in selection of the proxy group companies and recommends that

B30 I&E St. No. 2-SR, pp. 7-8, citing Pa. PUC v. Columbia Water Company, Docket
No. R-2023-3040258, pp.75, 76, and 77 (Order Entered January 18, 2024).
BLId., p. 20.
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Southwest Gas Holdings, Inc. should not be included in the proxy group because it
derives less than 50% of its revenue from its regulated gas operation revenues. '3

C. Capital Structure

A capital structure represents how a firm has financed its rate base with different
sources of funds.!* The primary sources of funding are long-term debt and common
equity. A capital structure may also include preferred stock and/or short-term debt. '3

I&E recommends using the Company’s claimed capital structure as it falls within
the range of the I&E proxy group’s 2024 capital structures, which is the most recent
information available at the time of I&E’s analysis.!?> The most recent five-year average
ranges of my proxy group companies’ capital structure ratios are from 39.33% to 57.23%
long-term debt, 0.51% to 12.82% short-term debt, and 35.96% to 60.16% common
equity, with an overall five-year average of 47.42% long-term debt, 7.85% short-term
debt, and 44.73% common equity. '

D. Cost of Short-Term and Long-Term Debt

I&E recommended using the Company’s FPFTY claimed short-term debt cost rate
of 5.00% and long-term debt cost rate of 5.22%.'37

Columbia obtains its short-term debt from the NiSource intra-system financing

vehicle, commonly referred to as the “money pool,” which has commercial paper as its

132 1&E St. No. 2-SR, p. 9.

133 I&E St. No. 2, p. 20.

134 1d.

135 [&E St. No. 2, pp. 20-24; I&E St. No. 2-SR, p. 10.
136 Id., p. 23, citing I&E Exh. No. 2, Sch. 2.

37 Id., p. 25, citing Columbia Exh. No. VVR-4.
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underlying source.'*® The proposed short-term interest rate in this case was determined
on the basis of the forecast of the Federal Funds target rate of 4.00%, plus 0.50%, which
reflects the recent historical yield differential between the Fed Funds rate and the
commercial paper borrowing rate for NiSource’s commercial paper credit rating of A-2 at
S&P and P-2 at Moody’s for a 75-day duration, plus an additional 0.50% risk premium to
recognize uncertainly surrounding the degree to which the Federal Reserve Board will
continue reducing the Federal Funds target rate.!* While I&E does not agree with the
arbitrary interest premium adder; I&E is not adjusting for it in this case due to the
minimal impact on the overall result. !4

Therefore, in consideration of the record evidence presented, I&E recommends the
Company’s FPFTY claimed short-term debt cost rate of 5.00% and long-term debt cost
rate of 5.22%.

E. Cost of Common Equity

I&E continues to recommend using the Discounted Cash Flow (“DCF”’) method as
the primary method to determine the cost of common equity.'*' Additionally, I&E
provides a Capital Asset Pricing Model (“CAPM”) analysis to be used as a comparison,

not as a check, to the DCF results.'#> The DCF method has the most wide-spread

38 Id., p. 25, citing Columbia St. No. 8, p. 48.
139 Id., citing Id., pp. 48-49.

40 14 p. 26,
14l 1&E St. No. 2, pp. 28-29.
142 Id., p. 29.
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regulatory acceptance and I&E still recommends primary reliance on the DCF method
due to the shortcomings associated with the CAPM method.'*

I&E recommends using the DCF for a variety of reasons.'** The DCF is appealing
to investors since it is based on the concept that the receipt of dividends in addition to
expected appreciation is the total return requirement determined by the market.'*> The
use of a growth rate and expected dividend yield are also strengths of the DCF, as this
recognizes the time value of money and is forward-looking.!*® The use of the utility’s
own, or in this case the proxy group’s, stock prices and growth rates directly in the
calculation also causes the DCF to be industry and company specific.!*’ Further, the
current inflationary and economic trends are most certainly reflected in a stock’s price,
which is used in determining the dividend yield, and the earnings growth rates forecasted
by independent professional analysts.!*® Therefore, the DCF contains the most up-to-date
projected information of any model and is the superior method for determining the rate of
return for the current economic market conditions because it measures the cost of equity
directly.'#

I&E witness, Mr. Patel, also fully explained why the CAPM should not be used as

a primary method and explained why it should only be used as a comparison to, not a

143 Id. See Id., pp. 31-35 for an analysis of the shortcomings of the CAPM method.

144 See Id., pp. 29-20.

145 Id., p. 29, citing David C. Parcell, “The Cost of Capital — A Practitioner’s Guide,”
2020 Edition, p. 153.

146 Id
147 Id
148 Id

19 Id., pp. 29-30. See also Id., pp. 25-34 for a complete discussion and critique of the

other cost of common equity methodologies.
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check of, the DCF.'*° Thus, Mr. Patel disagrees with a method that provides the CAPM
comparable weight to the DCF method.!*! In fact, the extreme variations in the CAPM
analysis results between Columbia’s (11.66%), and I&E’s (10.51%) only highlight the
unreliability and subjectivity of the CAPM while Columbia’s DCF results (10.97%) more
closely aligns with I&E’s DCF results (10.51%).'%? These variations highlight the
problems with CAPM and invalidate CAPM from establishing an appropriate ROE for
ratemaking. '3

In consideration of the record testimony, exhibits and evidence presented by I&E,
as well as the relevant Commission precedent, I&E recommends a cost of common equity

154 1&E’s recommendation is based

of 10.51% for Columbia in this base rate proceeding.
on the use of the DCF method.!>> 1&E used the CAPM result only to present a

comparison to the DCF results.!>® 1&E’s DCF analysis uses the proxy group companies’
spot dividend yield, a 52-week dividend yield, and five-year earnings growth forecasts. !’

In calculating the dividend yield, I&E uses the forecasted dividend, and with the five-

year earnings growth forecasts, the DCF result provides a forward-looking estimation for

150 See I&E St. No. 2-SR, p. 26.

51 g
152 g

153 g4

134 1&E St. No. 2, p. 38, citing I&E Exh. No. 2, Sch. 1. See also, I&E St. No. 2-SR,

pp. 53-54.

155 Id, pp. 38-48.

156 g4

157 g
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the cost of equity that would be more appropriate and consistent for FPFTY
ratemaking, '8

F. Weights Given to CAPM, ECAPM. And RP Methods

I&E disagrees with Columbia’s reliance on the CAPM, ECAPM, and RP
methods.!>® While I&E is not opposed to providing the Commission with the results of
the CAPM methodology for a point of comparison to the results of the DCF calculation;
I&E is opposed to giving the CAPM, ECAPM, and RP models considerable weight. '
For the reasons discussed in the I&E rate of return testimony, it is inappropriate to give
the CAPM, ECAPM, and RP model results similar weight to the DCF as Columbia has
attempted to do in creating their indicated cost of equity range of 10.85% to 11.35% and
recommending the middle of this range or an 11.10% cost of equity for Columbia.!é! As
discussed in I&E testimony, the CAPM and ECAPM (a modified version of CAPM)
measure the cost of equity indirectly and can be manipulated by the time period
chosen.!®? Since the RP is a simplified version of the CAPM, it suffers these same
flaws.!%* Columbia acknowledges that it is not aware of any instances where a utility
commission overseeing base rate proceedings explicitly adopted the ECAPM and RP
results as presented by Columbia witness Rea in the past three years (I&E Exhibit No. 2,

Schedule 13, pp. 1-2).164

158 g4
159 1&E St. No. 2, pp. 47-48.
160 Id., p.47.

161 See Id., pp.27-36, 41-46.
62 g

16 gy

164 Id., pp. 47-48.
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Therefore, in consideration of the record evidence presented and the relevant
Commission precedent, I&E recommends that Commission not give the CAPM,
ECAPM, and RP considerable weight, instead relying on the DCF results.

G.  Risk Analysis

The Company set forth a variety of claimed risk factors in this proceeding. 6’
Columbia cites to various business risks such as market competition; bypass threats due
to pipelines; large customer group attrition; regulatory mechanisms; weather
normalization disallowance; revenue normalization disallowance; and fixed customer
charge adjustments. 1%

However, most companies in the natural gas utility sector face similar potential
risks of bypass or competition with other suppliers and alternative energy sources.'®’ In
this regard, the companies within I&E’s proxy group provide a good measure of the risk
associated with competition from alternate suppliers.'® Though Columbia witness, Mr.
Rea, admits to not studying the risk of bypass threat of each company in his proxy group,
he acknowledges that he is aware that bypass is usually a threat to all LDCs when there
are a number of interstate pipelines in close proximity to large volume users served by an
LDC or when customers of the LDC are in close proximity to gas producing wells.'®

To summarize, the risks referenced by Columbia affect the entire gas utility

industry, therefore, Columbia faces the same exposure to these risks and uncertainties as

165 See I&E St. No. 2, pp. 48-57.

166 Id., pp. 48-49, citing Columbia St. No. 8, p. 39.
67 14 p. 49.

68 74

169 Id., citing I&E Exh. No. 2, Sch. 14.

42



all the other companies in the proxy groups.!”® Investors voluntarily buy and hold shares
of stocks in natural gas utility companies, indicating they are aware of these risks and the
returns.!”! The cost of equity I&E recommends in this proceeding is adequately
measured by I&E’s proxy group and Columbia’s equity rich capital structure adequately
compensates for the risk differentials claimed by Columbia.!”?

Therefore, in consideration of the record evidence and the arguments presented,
I&E recommends that any additional consideration for the Company’s risk profile and
making corresponding adjustments or adders in determining the cost of equity for
Columbia is unwarranted, unjustified, and unsupported.

H. Elimination of “Low-End” DCF Results

Columbia chose to eliminate the DCF results of one of the companies from its
calculations because of what Columbia determined was a “low-end” DCF result.!”

I&E disagrees with the elimination of a “low-end” DCF result from the DCF
calculations because the decision is subjective and introduces additional unnecessary
bias.!” It is important to note that the low-end DCF results of the eliminated company

are due to lower forecasted growth rates by S&P Global and Zacks. Columbia ignored

the fact that analysts making earnings per share growth forecasts are aware of the

170 See I&E St. No. 2, pp. 48-57: 1&E St. No. 2-SR, pp. 27-31 for a complete
discussion and critique of Columbia’s Risk Analysis claims.

7 Id., p. 57.

"

173 1&E St. No. 2, pp. 57-58.

174 Id., pp. 58-60. See also I&E St. No. 2-SR, pp. 10-12.

43



economic conditions and the operation and financial conditions of the gas utility and
consider all other factors that they believe impact future growth.

Adding the “low-end” result back in yields results with averages of 9.96% [(9.92%
+9.42% + 10.53%) + 3] rather than 10.43% [(10.70% + 10.10% + 10.50%) + 3].!7°

Therefore, I&E recommends that the “low end” DCF result, removed by Columbia
witness Mr. Rea, be added back in to the Company’s calculations for purposes of
Commission review of the cost of common equity.

I. Leverage Adjustment

The Company proposed to make a 64-basis point leverage adjustment to the result
of its DCF analysis to account for applying a market valued cost of equity to a book value
capital structure!’®. I&E recommends that the Company’s proposed 64-basis point
(0.64%) leverage adjustment be rejected because it is based on inappropriate
characterization of financial risk and is inconsistent with Commission precedent, and is
actually a pass-through burden on ratepayers.!”’

I&E, through its witness D.C. Patel argued that the rating agencies assess financial
risk based upon a company’s booked debt obligations and the ability of its cash flow to
cover the interest payments on those obligations.!”® The agencies use a company’s
financial statements for their analysis, not market capital structure.!” It is a company’s

financial statements that affect the market value of the stock, and, therefore, the financial

75 Id., pp. 59-60.

176 Columbia St. No. 8, App. C, p. 3.
177 1&E St. No. 2, p. 62-67.

8 14 p. 63,

179 Id
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statements and the book value capital structure are relied upon in an analysis such as that
done by rating agencies. '8

Regarding Commission precedent, I&E witness Patel provided a summary of
recent Commission orders that rejected proposed leverage adjustments.!8! First, in Pa.
P.U.C. v. Aqua Pennsylvania, Inc.,'3? the Commission rejected the ALJ’s
recommendation for a leverage adjustment stating, “[t]he fact that we have granted
leverage adjustments in the past does not mean that such adjustments are indicated in all
cases.”!83

Second, in Pa. P.U.C. v. City of Lancaster — Bureau of Water,'3* the Commission
agreed with the I&E position and stated, “any adjustment to the results of the market
based DCF are unnecessary and will harm ratepayers. Consistent with our determination
in Aqua 2008 there is no need to add a leverage adjustment.” !

Third, in Pa. P.U.C. v. UGI Utilities, Inc. — Electric Division,'% the Commission
agreed with the I&E position and stated, “we conclude that an artificial adjustment in this

proceeding is unnecessary and contrary to the public interest. Accordingly, we decline to

include a leverage adjustment in our calculation of the DCF cost of equity.”!%’

180 Id

Bl Id., pp. 63-65.

82 Pa. P.U.C v. Aqua Pennsylvania, Inc., at Docket No. R-00072711 (Order Entered
July 31, 2008).

18 14 p. 38,

184 Pa. P.U.C. v. City of Lancaster — Bureau of Water, at Docket No. R-2010-2179103
(Order Entered July 14, 2011).

85 Id.,p.79.

186 pa. P.U.C. v. UGI Utilities, Inc. — Electric Division, at Docket No. R-2017-
2640058 (Order Entered October 25, 2018).

18774 p. 93-94.
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Fourth in Pa. P.U.C. v. Columbia Gas of Pennsylvania, Inc.,'®® the Commission
adopted the ALJ’s recommendation to use I&E’s DCF methodology, which excluded the
use of a leverage adjustment.'®

Fifth, in Pa. P.U.C. v. PECO Energy Company — Gas Division!*’, the Commission
similarly adopted the ALJ’s recommendation to use I&E’s DCF methodology, which
excluded the use of Peco’s proposed leverage adjustment.'”!

Finally, the Commission again adopted the ALJ’s recommendation to use I&E’s
DCF methodology and exclude a proposed leverage adjustment in Pa. P.U.C. v. Aqua
Pennsylvania, Inc.'%?

Additionally, if the Commission were to approve the proposed leverage
adjustment to the cost of equity, it would force ratepayers to fund an exorbitant additional
amount of $18,568,996 annually to cover the increase of the inflated rate of return along
with the associated impact resulting from increases to income taxes and uncollectibles.!*3

Finally, I&E asserts that investors are aware of and base their decisions on book

value debt and equity ratios for the regulated utilities, therefore, no adjustment is

needed.!® The Company’s proposed adjustment would only serve to manipulate the

188 Pa. P.U.C. v. Columbia Gas of Pennsylvania, Inc., at Docket No. R-2020-3018835
(Order Entered February 19, 2021)

189 Id., pp. 137-141.

190 pa. P.U.C. v. PECO Energy Company — Gas Division, at Docket No. R-2020-
3018929 (Order Entered June 22, 2021).

Y1 Id, pp. 172-173.

192 Pa. P.U.C. v. Aqua Pennsylvania, Inc., at Docket No. R-2021-3027385 (Order
Entered June 22, 2021) , pp. 154-155.

193 1&E St. No. 2, pp. 66.

94 Id., p. 67.
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DCF’s market-based methodology and would cause substantial harm to ratepayers
through higher rates.!®®> Therefore, I&E recommends that the Company’s proposed
leverage adjustment be rejected in its entirety.

J. Flotation Cost Adjustment

The Company proposed a 3 basis point (0.03%) adder to adjust to all cost of equity
analyses to adjust for flotation cost, or costs associated with the new issuances of
common stock, in this case by Columbia’s parent company NiSource, Inc.'”® 1&E
recommends this proposed adder be rejected, as there is no indication that NiSource will
issue new stocks during the FPFTY when the new rates will be effective, and flotation
costs are accounted for on the books of the issuer company, making it inappropriate to
present the potential impact of this cost on FPFTY equity cost rate based on a historic
O&M expense such as flotation cost!®’. An allowance to recover historic flotation costs
in this manner would represent inappropriate retroactive ratemaking.'*® Finally, this
adjustment would force ratepayers to fund a significant additional amount of $870,421
annually to cover the increase of the inflated rate of return along with the associated
impact resulting from increases to income taxes, uncollectibles, and assessments. !’

Therefore, based on the record evidence presented, I&E recommends that the

proposed flotation cost adder should be rejected in its entirety.

195 Id

19 I&E St. No. 2, p. 67, citing Columbia St. No. 8, App. D, pp. 2-3.
7 1&E St. No. 2, p. 69.

198 1&E St. No. 2-R, p. 22.

199 1&E St. No. 2, p. 70.
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K. Risk Free Rate of Return
Though the Company’s calculation of risk-free rate is similar to I&E’s, Company
witness Rea used the 30-year Treasury Bond as the relevant treasury yield, while I&E

200 1&E recommends the Commission continue its

uses the 10 year Treasury Note.
historic practice?®! of recognizing the 10-year Treasury Note as the superior measure for
the risk-free rate, as long-term Treasury Bonds have substantial maturity risk associated
with the market risk and the risk of unexpected inflation.?’? I&E maintains that the 10-
year Treasury Note is more appropriate to balance the short-term volatility risk and the
long-term inflation risk.2%?

L. CAPM Market Risk Premium

Columbia used a 7.00% market risk premium in their CAPM analysis results,
which was calculated by averaging the prospective market risk premium of 6.83%
(prospective market return of 11.48% minus risk free rate of 4.65%) and Kroll’s historic
average market risk premium (1926-2023) of 7.17%.2%*

I&E rejects this application of a market risk premium and argues that the

Company inappropriately mingled the historic risk premium with the prospective risk

premium and used the average of 7.00% ((6.83% + 7.17%) + 2) risk premium in their

200 J&E St. No. 2, p. 71
201 See Pa. PUC v. UGI Utilities, Inc. — Electric Division; Docket No. R-2017-
2640058 (Order entered October 25, 2018) , p. 99. (Disposition of Capital Asset

Pricing Model (CAPM)).
202 1&E St. No. 2, p. 72.
203 14

204 J&E St. No. 2, p. 73, citing Columbia Exh. VVR-11, p. 1.
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CAPM analysis.?% Since the cost of equity is determined for the FPFTY, using a historic
risk premium skews the prospective market risk premium and the CAPM results.?% The
Company should have used the prospective risk premium of 6.83% rather than using a
7.00% average risk premium, which unnecessarily inflates their CAPM results. In fact,
Kroll’s latest forecast (April 15, 2025) equity risk premium is 5.50%,%°7 which is lower
than Columbia’s prospective risk premium of 6.83%.%%

Further, using the prospective risk premium, Columbia’s CAPM results would be
10.87% as opposed to 11.02%.2% If Columbia would have used Kroll’s risk premium of
5.50%, then Columbia’s CAPM results would be 9.66%. 2!°

Finally, I&E’s cost of common equity recommendation is based on the DCF
method as the primary method to determine the cost of common equity.?!! I&E is
providing the results of its CAPM analysis as a comparison, and not as a check, to its
DCEF results.?!? I&E’s inclusion of the Kroll ERP in its CAPM analysis is to provide
more information to the Commission as it has recently expressed an interest in the CAPM

model.?!3 Kroll is a trusted and publicly available source that bases its recommended

ERP on current and forecasted economic and financial conditions.?'* Columbia witness

205 Id

206 14

207 Id., p. pp. 73-74, citing Kroll Cost of Capital Inputs Updated to Reflect
Heightened Uncertainty in Global Economy (accessed on May 29, 2025).

208 Id,p.74.

209 Id., citing Columbia Exh. VVR-11, p. 1.

210 Id
211 I&E St. No. 2-SR, p. 36.
212 Id
213 Id

214 I&E St. No. 2-SR, p. 36.
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Rea’s opposition to I&E’s use of Kroll’s ERP further demonstrates that the inputs to the
CAPM are highly subjective and can lead to wildly different results.?!> This is not the
case with the DCF inputs and analysis results, which another reason the DCF
methodology should be controlling.?!¢
Therefore, in consideration of the record evidence presented, I&E recommends the
Commission reject Columbia’s use of a 7.00% market risk premium in their CAPM
analysis.
M.  Size Premium Adjustment to CAPM
I&E recommends that the Company’s proposal to use a CAPM size adjustment of
61-basis points (0.61%) be disallowed.?!” The Company’s proposed size adjustment is
unnecessary and unsupported because none of the technical literature the Company cited
in testimony supporting investment adjustments related to the size of a company is
specific to the utility industry, and is thus irrelevant in this proceeding.?'®
I&E cites Dr. Annie Wong to support its recommendation to reject the Company’s
proposal.?!’® In her article “Utility Stocks and the Size Effect: An Empirical Analysis,”
Dr. Wong concludes:
The objective of this study is to examine if the size effect exists
in the utility industry. After controlling for equity values, there
is some weak evidence that firm size is a missing factor from

the CAPM for the industrial but not for utility stocks. This
implies that although the size phenomenon has been strongly

215 Id

216 Id

217 I&E St. No. 2, pp. 74-79; 1&E St. No. 2-SR, pp. 37-43.
218 1&E St. No. 2, p. 75.

29 Id pp. 76-78
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documented for the industrials, the findings suggest that there
is no need to adjust for the firm size in utility rate regulation.?*°

Columbia presented no evidence to support application of a non-utility study regarding a
size adjustment for risk to a utility setting. Additionally, the Commission has recently
rejected the application of a size adjustment to the CAPM cost of equity calculation
where it agreed that the same literature the Company cites is not specific to the utility
industry,??! and the Company has not cited to any case where the Commission has
approved such a size adjustment to CAPM analysis.???> Absent any credible evidence to
refute Dr. Wong’s findings, the Company’s proposed size adjustment to its CAPM results
should be rejected, as the addition of 61 basis points for the size premium adjustment in
this case would force ratepayers to fund an excessive additional amount of $17,698,574
annually to cover the increase of the overstated rate of return along with the associated
impact resulting from increases to income taxes and uncollectibles.??®> The additional
articles cited by the Company, particularly the study by Dr. Thomas Zepp, does not
contain enough credible evidence to refute Dr. Wong’s findings,?** and further the
analysis by I&E witness Patel supports the argument that it is not appropriate to link the

small size effect of non-regulated companies with the regulated utility industry due to the

220 Dr. Annie Wong, “Utility Stocks and the Size Effect: An Empirical Analysis,”
Journal of Midwest Finance Association 1993, pp. 95-101.

21 pq. PUC v. UGI Utilities, Inc. — Electric Division,; Docket No. R-2017-2640058
(Order Entered October 25, 2018) , p. 100 (Disposition of Cost of Common
Equity).

22 1&E St. No. 2, p. 77.

23 Id., pp. 77-78.

224 I&E St. No. 2-SR, p. 39.
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notable differences between the industries such as reduced competition and regulatory
ratemaking mechanisms.?%

N. ECAPM

The ECAPM is a modified version of the CAPM which attempts to address the
belief that the actual risk versus return correlation is flatter than what is predicted by the
CAPM.??¢ The use of the ECAPM in estimating the cost of capital does not increase the
validity of the result, but instead it injects another measure of subjectivity to the CAPM
in an attempt to make the Security Market Line more accurate.??” The ECAPM reduces
the purpose of the beta, which is the only company-specific variable in the CAPM
model.??® This additional layer of subjectivity provides an even stronger basis to rely on
the DCF, as I&E recommends, as the primary method to calculate a utility’s cost of
equity.?? Additionally, I&E reiterates that Columbia witness, Mr. Rea, acknowledged he
is not aware of any instances where a utility commission overseeing base rate
proceedings explicitly adopted the ECAPM results presented by him as a rate of return
witness in the past three years.?*°
Therefore, in consideration of the record evidence, I&E recommends the

Commission entirely reject Columbia’s calculated ECAPM results of 11.18% without the

flotation cost adjustment and 11.21% with the flotation cost adjustment.?*!

225 Id., pp. 39-42.

226 1&E St. No. 2, p. 79.

227 Id. See also 1&E St. No. 2-SR, pp. 43-45.

228 Id; Id., pp. 43-44.

229 Id., pp. 79-80; Id., p. 44.

280 Id, p. 80, citing I&E Exh. No. 2, Sch. 13, p. 1.
B Id, p. 80.
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0. Management Performance

The Company has proposed an upward adjustment of 25 basis points (0.25%) to
the cost of equity results based on the Company’s exceptional management
performance.?? 1&E disagrees and asserts that true strong management performance is
earning a higher return through its efficient use of resources and cost cutting measures.?3
The greater net income resulting from cost savings and true efficiency in management
and operations is then available to be passed on to shareholders.?** Therefore, Columbia,
or any utility, should not be awarded additional rate of return basis points for doing what
they are required to do in order to provide adequate, efficient, safe, and reasonable
service under 66 Pa. C.S.A. § 1501.%%°

The Company argues that Columbia has demonstrated exceptional management
performance based on its commitment to low-income customers, the results from the
Utility Consumer Activities Report and Evaluation (UCARE) and quality of service
reports, process improvements enhancing customer service, employee and system safety,
and management audit performance.>3¢
I&E rejects the Company’s arguments and asserts that, first, many of the

arguments presented by Columbia fall within the categories of reliability, customer

satisfaction, and safety which are required of every public utility company under 66 Pa.

232 1&E St. No. 2, pp. 80-81; I&E St. No. 2-SR, pp. 49-50.

23 Id,p. 80-85; Id., pp. 49-53.

234 1&E St. No. 2, p. 85.

Bs g

236 J&E St. No. 2, p 81, citing Columbia statement No. 9 pp. 3-40.
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C.S.A. § 1501.%*7 Second, the costs and expenses to implement the Company’s cited
programs are recovered from ratepayers via base rates or through a DSIC mechanism for
capital expenditure recovery.?*® Third, if the Company is as effective at controlling
operating and maintenance costs, those savings should flow through to ratepayers and/or
investors.?3? Fourth, the claimed savings to the ratepayers would likely be offset by the
addition of basis points for management performance as ratepayers would have to fund
the additional costs. This would defeat the purpose of cutting expenses to benefit
ratepayers, particularly as the 0.25% adder would result in an additional amount of
$7,253,514 annually that the ratepayers must cover.?*? Finally, given that this case is the
Company’s ninth base rate case filed since 2014,%*! Columbia customers have
encountered increased rates on an almost annual basis in addition to standard rate
surcharges.?*

Though the issuance of equity points to recognize exemplary management
performance must be done on a case-by-case basis, previous issuances by the
Commission of additional points for exemplary management performance, such as a 2021

243

case where Aqua was awarded 25 additional basis points=*> would not be comparable, as

the Aqua decision cited specific efforts by Aqua to rescue troubled water/wastewater

27 1&E St. No. 2, p. 81.

25 14 p. 82.

29 g

240 J&E St. No. 2, p. 82, I&E St. No. 2-SR, p. 87.

241 1&E St. No. 2, p. 6.

%2 14 D82,

243 Pa. PUCv. Aqua Pennsylvania, Inc., Docket Nos. R-2021-3027385 & R-2021-
3027386, pp. 168-173 (Order entered May 16, 2022).
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systems (some at the Commission’s request) and prevent health concerns regarding
drinking water.

Finally, the Commission affirmed the Administrative Law Judge’s denial of
management performance points in Columbia’s 2020 rate case referenced supra. The
Commission summarized the Recommended Decision and stated:

[The ALJ] agreed with I&E, the OCA, and the OSBA that
Columbia failed to provide sufficient evidence to support its
proposal for an additional twenty-basis points for “strong
management performance.” The ALJ reasoned that while
effective operating and maintenance cost measures should flow
through to ratepayers and/or investors, Columbia’s proposal
defeats the purpose of cutting expenses to benefit ratepayers,
particularly during a pandemic when so many ratepayers have
experienced reduced household income from job loss or
reduction in hours. Therefore, the ALJ recommended that no
upward management effectiveness adjustment be made to the
Company’s cost of equity.?**

Therefore, in consideration of the above and the record evidence presented, I&E
recommends that the Commission not award Columbia additional basis points for doing
what they are required to do by the Public Utility Code and Commission regulations in
order to provide adequate, efficient, safe, and reasonable service.?*’
P. Inflated Growth Rate

I&E recommends that the Company’s assertion that DCF growth rates can be

determined subjectively and inflated be rejected.?*

244 Columbia Gas, p. 134.
245 1&E St. No. 2, p. 80-85; I&E St. No. 2-SR, pp. 50-53.
246 J&E St. No. 2, pp. 36-38; I&E St. No. 2-SR, pp. 7-9.
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The Company subjectively “chose” a DCF growth rate of 7.50% even though the
average growth rate of the Company’s sources is 7.13%.24

I&E asserts DCF growth rates should be established by mathematical formulation,
and that any alternative method is subjective and introduces additional and unnecessary
bias and should be avoided when possible.?*® Further, the Company’s use of a higher
growth rate than the average of the Company’s proxy group ignores the fact that analysts
making earnings per share growth forecasts are already aware of the economic conditions
and the state of the water utility industry.?** The reasons the Company has given for
choosing 7.50% are factors that are already included in the earnings per share growth
forecasts; thus, choosing a growth rate higher than the average of the Company’s proxy
group would account for the same factors twice.?>°

In summary, since analysts’ projected growth forecasts are most often overly
optimistic, there is no need to arbitrarily and non-formulaically increase the estimates
used in a DCF analysis.?>! Therefore, I&E recommends the Company’s proposed
subjective and inflated DCF growth rate be summarily rejected.

Q. Conclusion - Overall Rate of Return

In consideration of the above and the record evidence presented, I&E recommends

that the Company should be afforded the opportunity to earn an overall rate of return of

247 Id. pp.36-37.

248 Id,p.37;1d. pp. 8-9.
249 1d.; Id.

20 Id; Id.

251 1&E St. No. 2, p. 38.
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8.10%.2%2 This recommended overall rate of return is comprised of a weighted average
of'a 2.26% rate of return on long-term debt, a 0.12% rate of return on short-term debt,
and a 5.72% rate of return on common equity.?** 1&E notes that I&E’s recommended
return on common equity of 10.51% is higher than the average return on equity of 9.73%
of all gas utility rate cases decided/approved by state regulatory authorities in the first
quarter of 2025.2* Additionally, the average of equity ratios authorized for gas utilities
was 52.13% in 2024, while Columbia is claiming a higher equity ratio of 54.40%.%%
X. RATE STRUCTURE AND RATE DESIGN

A utility’s rate structure implements the Commission’s approved revenue increase
to determine how the overall increase will be allocated among the utility’s various rate
classes. Once a class revenue allocation is determined, development of a rate design will
address how the tariffed rates and rate elements will generate the allocated revenues. A
properly designed rate structure will not unduly burden one class of ratepayers to the
benefit of another. Under the Public Utility Code, “[n]o public utility shall ... make or
grant any unreasonable preference to any person, corporation ... No public utility shall
establish or maintain any unreasonable difference as to rates, either as between localities

or as between classes of service.”?>® Differences in rates charged to different classes are

permissible so long as there is reasonable basis for the discrepancy.?*” Generally “public

252 1&E St. No. 2-SR, pp. 53-54.

253 Id
234 Id, p. 54.
255 Id

256 66 Pa. C.S. § 1304.
257 See generally, Peoples Natural Gas Company v. Pa. P.U.C., 409 A.2d 446 (Pa.
Commw.1979).
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utility rates should enable the utility to recover its cost of providing service and should
allocate this cost among the utility’s customers in a just, reasonable and
nondiscriminatory manner.”?%%

A. Effective Date of New Rates

In its filing, Columbia declared that it was using the Fully Projected Future Test
Year to determine its base rates and the first day of the FPFTY is January 1, 2026.2%°
Yet, when asked in discovery about the effective date of new rates, Columbia indicated
that the effective date of its new rates will be December 18, 2025.2%° The Company
apparently applied twisted logic involving the Historic Test Year; the 120 day limit prior
to the date of the filing; the Future Test Year; the FPFTY being defined as the twelve
month period beginning with the first month that new rates will go into effect; but not
until after the expiration of the full suspension period; with the full statutory suspension
period concluding in December of 2025.2°!

I&E, on the other hand, applied the simple logic that Columbia’s new rates
should/shall take effect on the first day of the FPFTY, which, by Columbia’s own
choosing, is January 1, 2026.26> 1&E reasoned it would be unjust and unreasonable for

the Commission to allow Columbia to make new rates effective on December 18, 2025

because the ratemaking calculations or claims in this base rate filing are based on

258 See generally Pa. P.U.C. v. West Penn Power, 73 Pa. P.U.C. 454, 510, 199 PUR
4% 110 (1990).

259 1&E St. No. 2, p. 105. See also, Columbia St. No. 4, p. 3.

260 Id, pp. 105-106, citing 1&E Exh. No. 2, Sch 18, p. 1.

%1 74, p. 106,

262 Id., pp. 106-107.

58



projected changes that will occur in the FPFTY (January 1, 2026 through December 31,
2026).263 The higher new rates should not be made applicable during the 14-day period
of period December 18, 2025 through December 31, 2025 as that period is not supported
by Columbia’s FPFTY ratemaking calculation.?%*

Further, if Columbia is permitted to charge new rates effective on December 18,
2025 instead of January 1, 2026, then at the full revenue increase request of
$110,496,797, the Company would recover a minimum unsupported and unreasonable
additional revenue increase of $4,238,233 ($110,496,797 +~ 365) x 14) for that 14-day
period from ratepayers.26®

Therefore, in consideration of the record evidence presented, I&E recommends
that the Commission order that Columbia’s new rates become effective January 1, 2026
(the first day of the FPFTY) instead of December 18, 2025, to avoid any unreasonable
and unjustified impact on ratepayers.26°

B. Allocated Cost of Service

Columbia performed and provided three Allocated Cost of Service Studies
(“ACOSSs”) in its filing sponsored by Columbia witness Kevin L. Johnson as described
in Columbia Statement No. 6.2°7 The first is a customer-demand ACOSS;2%® the second

S;269

is a peak and average ACOS and, the third ACOSS is an average of the customer-

263 Id.,p. 107.
264 Id

265 Id

266 I, p 108.

267 1&E St. No. 3, p. 36, citing Columbia St. No. 6, pp. 4-5.
268 Id., citing Columbia Exh. No. 111, Sch. 1.
269 Id., citing Columbia Exh. No. 111, Sch. 2.
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demand studies and the peak and average studies.?’® Consistent with the Commission’s
Order from Columbia’s 2020 base rate case, discussed above, the Company utilized the
peak and average study, presented on Columbia Exhibit No. 111, Schedule No. 2, to
allocate the proposed revenue increases.>’!

I&E agrees with the Company’s use of the peak and average methodology to
allocate any potential revenue increases among Columbia customer classes.?’?> Further,
I&E agrees with the Company continuing to show a separate customer class for flex rate
customers.?”? I&E believes that this is important so that the Commission can determine
the cost to provide service to the flex and non-flex customers and the subsidy being
provided by tariff rate customers. With this information, the Commission can establish
fair and reasonable rates for all other non-flex customers in non-flex classes.

The OCA agrees with I&E’s position even though Penn State does not.?’* 1&E
relied on a previous Columbia Gas Commission Order that determined that the peak and
average methodology was the most appropriate methodology to use in that proceeding
and denied PSU’s COSS argument regarding the Customer-Demand methodology.?”
Finally the OCA stated that the peak and average cost allocation method should be

accepted in this current proceeding.?°

20 Id., citing Columbia Exh. No. 111, Sch. 3.

270 Id., p. 38, citing Columbia St. No. 6, p. 4.

272 1&E St. No. 3, p. 38; I&E St. No. 3-SR, pp. 36-37.

273 1d.; Id.

274 See I&E St. No. 3-SR, pp. 34-37.

275 Id., pp. 35-36, citing PA P.U.C. v. Columbia Gas of Pennsylvania, Inc., Opinion
and Order at Docket No. R-2020-3018835, p. 218 (Ordered Entered February 19,
2021). .

276 14 p. 36, citing OCA St. No. 4-R, p. 2.
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Therefore, in consideration of the record evidence presented and the relevant
Commission precedent, I&E recommends the Company use the peak and average
methodology to allocate any potential revenue increases among Columbia customer
classes; and that the Company continuing to show a separate customer class for flex rate
customers.

C. Revenue Allocation

Revenue allocation is described as the allocation of revenue responsibility between
rate classes.?”’ It is routinely accepted that for class revenue allocation purposes, cost of
service is the “polestar.”?’® Generally, utilities that provide more than one different type
of utility service cannot shift costs from one operation to the other.?” For example, a
utility that provides both gas and electric service cannot require its gas customers to pay
for plant serving electric customers.

The Company prepared two customer cost analyses presented in Columbia Exhibit
No. 111, Schedule 2, pp. 16 and 25.28° The Company’s first customer cost analyses
shown on Columbia Exhibit No. 111, Schedule 2, p. 11 allocates a portion of the cost of
mains to customers.?8! The Company’s second customer cost analyses shown on

Columbia Exhibit No. 111, Schedule 2, p. 25 does not allocate any portion of the cost of

277 Ratemaking Guide, p. 138.

8 Lioyd v. Pa. P.U.C., 904 A.2d 1010 (Pa. Commw. 2006).

27 Ratemaking Guide, p. 141.

280 See, I&E St. No. 3, pp. 39-42. See also, I&E St. No. 3-SR, pp. 37-38.
8L Id, pp. 40-41.
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mains to customers.?®? According to Columbia, it designed its rates to include the
principles of efficiency, simplicity, continuity, fairness, and earnings stability.?%3

I&E reviewed Columbia’s customer cost analyses and now argues that the
Commission established in Columbia’s 2020 base rate case that mains are not properly
included as a customer cost.?®* Therefore, in consideration of the record evidence
presented and the relevant Commission precedent, I&E recommends that the Company’s
customer cost analysis that does not include the cost of mains should be utilized in this
proceeding; and, the Company’s customer cost analysis that includes the cost of mains

should not be considered.?%’

D. Rate Design — Customer Charges

Columbia set forth its proposed rate design and proposed customer charges based
on its original requested overall revenue increase of approximately $110.5 million at
Columbia Exhibit No. 103, Schedule 8, pages 5-9.2%¢ 1&E relied on its recommendation
and applied the customer cost analysis that does not include the cost of mains and
concluded that customer charges for the RS, RDS, and RC2 classes are too high.?*’

Instead, I&E recommended the customer charges for rate classes RS, RDS, and RC2 stay

at the current rate of $17.25.288

%2 14 p. 41,

283 Id., citing Columbia St. No. 6, p. 16.

84 See Id., pp. 41-42, citing Pa. P.U.C. v. Columbia Gas of Pennsylvania, Inc.,
Docket No. R-2020-3018835, OPINION AND ORDER, p. 218 (Order entered
February 19, 2021) .

85 Id,p.42.

26 See I&F St. No. 3, pp. 42-46.

%7 4. pp. 42-43. See also I&E St. No. 3-SR, pp. 38-40.

288 Id,p.43;1d.
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I&E supported its recommendation to keep the customer charges for rate classes
RS, RDS, and RC2 stay at the current rate of $17.25 by arguing, first, Columbia’s
Residential customer charge proposal is out of line with the Residential customer charges
of other NGDCs in the Commonwealth.?®” Second, a high fixed monthly customer
charge is inconsistent with the Commission’s general goal of fostering energy
conservation because actual usage becomes less of a cost saving measure.?*® And,
finally, the Company’s analysis of customer costs includes costs that are not
appropriately included in a customer charge and is based on the Company’s requested
increase, which in all likelihood will be higher than the increase authorized by the
Commission in this proceeding.?!

I&E did, however, accept the proposed customer charges for LDS class customers
because higher usage customers generally favor a higher fixed charge and lower usage
charges.?®?> 1&E also accepted the proposed customer charges for SGS1, SGS2, and
SDS/LGSS customers as the proposed charges are consistent with the applicable
customer cost analysis.?*3
Therefore, in consideration of the record evidence presented and the relevant

Commission precedent, I&E recommends the customer charges for rate classes RS, RDS,

and RC2 stay at the current rate of $17.25.

29 Id., pp. 44-45.

20 14 p. 44,

21 See, Id., pp. 42-46.
22 4 p. 43,

23 4
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E. Scale Back of Rates

If the Commission grants an increase less than the amount requested by the
Company, then I&E recommends that all proposed increases to customer charges and usage
rates be scaled back proportionately based on the ACOSS that is ultimately approved by the
Commission.?*

Finally, it is generally accepted that gradualism is a well-established ratemaking
concept that seeks to limit the immediate increases customers receive when rates are
increased and instead seeks to implement a necessary significant rate changes on a more
gradual basis over time. If the Commission should approve a rate increase, then the
Commission has the discretion?® to apply the concept of gradualism if the Commission
determines the rate increase would result in a sudden and excessive increase that would
violate the concept of gradualism. For this reason, I&E identifies the concept of
gradualism as one of the tools of discretion in the Commissions toolbox.

XI. ALTERNATIVE RATEMAKING

Columbia has proposed both making its’ pilot Weather Normalization Adjustment
(“WNA”) permanent and initiating a Revenue Normalization Adjustment (“WNA”). The
Commission has noted in recent cases that Act 58 of 2018 was approved on June 28,

2018, and went into effect on August 27, 2018, and was codified at 66 Pa. C.S. § 1330.2%

294 1&E St. No. 3, p. 47; I&E St. No. 3-SR, pp. 40-41.

295 See Columbia Gas Order, pp. 44-55, Docket No. R-2020- 3018835, Order Entered
February 19, 2021 (for a comprehensive discussion of the Commission’s
discretionary authority).

296 See Pa. PUC v. PECO Energy Company - Gas (“PECO WNA Order”), Docket
No. R-2024-3046932, p. 14 (Order Entered December 12, 2024) .
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Section 1330(a)(1) of the Code states that “the commission may approve an application
by a utility in a base rate proceeding to establish alternative rates and rate mechanisms.”
66 Pa. C.S. § 1330(a)(1).27

The Commission may authorize the implementation of alternative ratemaking
mechanisms, such as decoupling mechanisms like the WNA; however, in order to
implement an alternative ratemaking mechanism, the proposing utility must provide
substantial evidence that the specific mechanism proposed by the utility would result in
just and reasonable rates. 66 Pa. C.S. §§ 315(a), 1330.2%8

The Commission explained to determine “just and reasonable alternative
distribution ratemaking mechanisms and rate designs that promote the purpose” of the
Commission’s policy and the policy laid out in Section 1330, the Commission, in a
Policy Statement, developed 14 factors to be considered.?® Section 1330, however, does
not waive the Code’s burden of proof requirements, or the Administrative Agency Law’s
requirement that the decisions of Commonwealth agencies (including the Commission)
be supported by substantial evidence.>*® See 2 Pa. C.S. § 704.

Further, the Commission noted in its PECO WNA Order “it is a primary concern
of the Commission that alternative ratemaking is, in some way, rooted in the cost of

service.”3%! As is stated at 52 Pa. Code § 69.3301, “an alternative rate design

297 PECO WNA Order, p. 14.

28 14 p. 15.

29 Id.,p. 15, citing 52 Pa. Code § 69.3302(a).
300 See, 2 Pa. C.S. § 704.

01 Id, p. 16.
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methodology should reflect the sound application of cost-of-service principles, establish a
rate structure that is just and reasonable, and consider customer impacts.”3%

A. Weather Normalization Adjustment (WNA)

In its base rate filing, Columbia requested that the Commission allow Columbia’s
current WNA pilot to become permanent.>®> The Company argued that its WNA ensures
that neither Columbia nor ratepayers are harmed by fluctuating revenues related to
fluctuations in weather sensitive usage.>* Historical data shows that Columbia has
recovered over $74 million in revenue through the application of the WNA from the
Columbia rate payers.3%

In response to Columbia’s request to make its WNA pilot permanent, I&E
recommended the Commission reject the Company’s request and disallow the WNA
from being applied going forward.’® For the reasons stated in I&E direct’*” and
surrebuttal®*® testimony, I&E believes Columbia’s WNA program should end.

I&E’s analysis of Columbia’s current WNA included utilizing the guidance

provided by the Commission in it 2019 Statement of Policy where the Commission

identified fourteen factors to consider when evaluating an alternative rate making

302 PECO WNA Order, pp. 16-17, quoting 52 Pa. Code §§ 69.3301, 69.3302(a).
303 I&E St. No. 3, p. 9, citing Columbia St. No. 17, p. 9.

304 g

305 See I&E St. No. 3-SR, p. 15; I&E Exh No. 3-SR, Sch. 1, p. 4.

306 J&E St. No. 3, p. 11.

307 See 1d., pp. 9-21.

08 See I&E St. No. 3-SR, pp. 8-23.
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mechanism.?* 1&E focused on Policy Questions Nos. 1, 5, 6, 12 and 13.3!° I&E argued
that Columbia’s WNA does not properly align revenues with cost causation principles as
to both fixed and variable costs.>'! I&E also argued that Columbia’s WNA serves to shift
costs from customers who can afford to make efficiency improvements to those
customers who cannot afford to make efficiency improvements while at the same time
creating an imbalance in the WNA share to cover the revenue shortfall not based on
actual usage.?!? Further, while some may see the 3% deadband as a customer protection,
in this real-world application, it did not afford much protection at all.’!* Finally, it is
clear to everyone that WNAs in general and the WNA billing process are too complex
and confusing to customers.?'4

In consideration of I&E’s analysis of Columbia’s existing WNA pilot program
relative to the Commission’s Policy Questions and the reasoning applied in the PECO
Gas proceeding relative to the WNA,*!3 I&E recommends that the pilot program be
allowed to expire and no permanent WNA be put in place.>!¢

If, however, the Commission decides to allow Columbia to move forward with its

WNA, then I&E recommended certain changes be made to the WNA in an effort to

309 See 1&E St. No. 3, p. 10, citing Statement of Policy (“2019 Statement of Policy”),
Docket No. M-2015-2518883, Order entered July 18, 2019.

310 See I&E St. No. 3, pp. 10-16; I&E St. No. 3-SR, pp. 10-17.

S 14, p. 12,

312 1&E St. No. 3-SR, pp. 12-13.

313 Id., pp. 14-16.

34 Id., pp. 16-17.

315 See 1&E St. No. 3, p. 18, citing Pa. PUC v. PECO Energy Company — Gas,
Docket No. R-2024-3046932, pp. 94-101 (Order Entered December 12, 2024) .

316 Id., p. 8.
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soften its impact on Columbia’s rate payers, especially those that try to conserve usage to
reduce their monthly bill. I&E recommended that if the Commission decides to approve
the WNA on a permanent basis, three (3) modifications should be made to the WNA 3!
First, the shoulder month of May should be removed from the WNA. Second, the time
period used to determine normal HDDs be shortened to ten years. And third, the
deadband should be increased to 5%.

First, the month of May is not a winter or traditional heating month in
Pennsylvania but more appropriately a shoulder month when customers can expect to
start seeing their heating bills decline.?!® By including May in its calculation, customers
could see WNA bill increases as late as June.?!”

Second, I&E argued that by utilizing a twenty-year weather cycle to determine
normal HDDs, the Company is ignoring what even the Company argues is a “recent”
winter weather warming trend that is representative of Pennsylvania winters, which
results in more winter months falling short of “normal” based on how the Company
calculates what is “normal.”3?° Using a twenty-year cycle rather than a ten-year cycle
results in an “historical bias” that diminishes the effect of the claimed recent trends and

results in providing revenue to the Company when instead, customers should be realizing

savings.3?! The Company cites to a recency bias in a claimed weather warming trend yet

317 1&E St. No. 3, p. 18; I&E St. No. 3-SR, pp. 16-17.
318 Id,p.19;1d., p. 19.

39 Id; Id., p. 20.

320 Id; Id., pp. 17-19.

3200 Id:Id., p. 20.
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won’t recognize that same recency bias when calculating what is “normal” regarding
their HDD.

Finally, if the goal of the WNA is to improve stability regarding customer bills
and Company revenue, a 5% deadband adequately captures what could be considered
normal weather fluctuations in Pennsylvania and places more of the burden for
calculating and forecasting weather variations back onto the Company as a normal part of
doing business.??? It goes without saying that the Company is far better equipped to meet
that challenge than the customers.

These three rational adjustments to Columbia’s WNA would add additional
protection for the customers from fluctuating monthly usage billing and would encourage
conservation by the ratepayers. Therefore, in consideration of all of the above and the
record evidence presented, I&E recommends that if Columbia’s WNA is made
permanent, the Commission should apply the three modifications recommended by I&E.

B. Revenue Normalization Adjustment (RNA)

In its filing, Columbia proposed to implement a Revenue Normalization
Adjustment and apply it to its non-CAP residential and Commercial and Industrial
(“C&I”) customers.*?* An RNA is described as a decoupling mechanism that separates a
utility distribution revenue from its level of sales, thereby “breaking the link” so that a

utility may recover an established amount of revenues, even as sales vary.3?*

oy
32 1&E St. No. 3, p. 21, citing Columbia St. No. 17, p. 43.
324 Id., citing Columbia St. No. 17, p. 46.
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I&E opposes the RNA and recommends that the Commission deny
implementation of an RNA.3?° I&E noted that the Company has repeatedly proposed
enacting the RNA in previous rate cases and I&E has opposed the RNA every time. 32
Most recently, the Company proposed to enact an RNA in its 2020, 2021, 2022, and 2024
base rate cases at Docket Nos. R-2020-3018835, R-2021-3024296, R-2022-3031211, and
R-2024-3046519.%7

Once again, in its opposition, I&E relied on the Commission’s July 18, 2019
Statement of Policy.*?® 1&E reviewed the fourteen factors set forth in the Statement of
Policy and stated its concerns regarding Policy Questions 1, 2, 8, 10 and 12,%?° ultimately
concluding that Columbia’s current system of rates and charges, which include fixed
monthly customer charges, a purchased gas adjustment mechanism, and potentially a
distribution system improvement charge provide Columbia with the revenue stability it
needs.?* Therefore, Columbia has not met its burden of proving that these revenue
sources are inadequate.*! Additionally, the Company has not presented credible
evidence that implementation of the RNA will result in fewer base rate cases, thus
removing any benefit from the residential customers.?*? Finally, I&E also proffers that

the RNA will have a chilling effect on voluntary conservation by the ratepayers. 333

325 1&E St. No. 3, p. 23.

26 1d, p. 22.

327 Id

328 Id., p. 24, citing 2019 Statement of Policy.
329 Id., pp. 24-28.

30 14, p. 28.

B g

332 Id., citing Columbia St. No. 17, p. 51.
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Therefore, in consideration of the record evidence presented and the relevant
Commission precedent, I&E recommends that the Company’s proposal to implement an
RNA be denied.

XII. CUSTOMER SERVICE / QUALITY OF SERVICE

Most of the customer service and quality of service issues were raised by the OCA
and CAUSE-PA. I&E did not submit testimony on most of the issues raised by the other
parties. The issues where I&E did submit testimony are addressed infra.

A. Speech Analytics Pilot Program (SAP)

The Columbia proposed a two-year SAP program using technology to review
customer calls to identify customers that may be eligible for the CAP who were not
referred to the program during the call.** The Company’s stated long-term goal is to
improve customer service representative recognition of potential low-income customers
to more quickly target them for CAP and the Company proposes that Speech Analytics
Technology (SAT) using artificial intelligence and natural language processing will assist in
analyzing customer conversations from live or recorded audio data.’*> The ultimate goal of
the SAT is to increase appropriate referrals to the CAP from the Customer Care Center.>3¢
The estimated annual budget for this program is $300,000, which will include

Columbia’s pro-rated portion of the annual licensing fee, programming the SAT,

34 1&E St. No. 2, p. 99, citing Columbia St. No. 1, p. 11.
35 Id., pp. 99-100.
336 Id., citing Columbia St. No. 16, p. 8.
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analyzing results and any potential follow up related to training.’*” Columbia proposes to
recover this annual budgeted cost through its Universal Service Plan (USP) Rider.®

I&E recommended not allowing the Company’s annual budgeted expense claim of
$300,000 for the SAP program to be recovered from ratepayers’ bills using the USP rider
for several reasons.®* First, the SAP program is not specifically mandated by statute or
regulation for the utility to implement.>*° Second, there is no identified basis or support
for the expense claim of $300,000.3*! Third, the approval of the SAP program with the
USP rider mechanism provides Columbia a guaranteed expense recovery though there is
no established measurement of success and real term benefits to ratepayers.34?

Fourth, Columbia’s in-house call center staff is currently using the following
software applications for speech analytics:**

(a)  NICE Engage: Source system for call audio recording extraction.

(b)  Azure Al Services: Microsoft cloud technology platform used for
call transcription, PII redaction, and data analysis.

(c)  Large Language Model (LLM): Used to analyze and extract
information from the transcribed calls. LLMs are advanced Al
models that can understand and generate human language, enabling
us to extract data from transcripts by asking questions in natural
language. Considering the current application of software
applications, I&E argues it is imprudent to enhance SAP by
investing additional funds for the SAT, which will be funded by all
residential customers to improve identification of potential CAP
customers over telephonic conversations of the call center staff.

37 Id, p. 100

338 Id., citing Columbia St. No. 16, p. 9.
U

0 14 p. 101,

dL g
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33 Id., citing 1&E Exh. No. 2, Sch. 17.
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Fifth, there is no proven benchmark or other utilities” SAT experience or
performance metrics to improve customer service representatives’ awareness and
identification of eligible CAP customers over telephonic conversation, which could
justify or support Columbia’s expense claim.?>** In the absence of a verifiable analysis
results of effectiveness of the SAT use or integration with the SAP, the success of the
proposed SAP is speculative, and therefore, the expense claim is unjustified and
unsupported in this proceeding. 3%

Additionally, the Commission has recently held that it is more appropriate for
Columbia to propose the SAP pilot, accompanied by an analysis results of similar
programs implemented by other utilities, in Columbia’s Universal Service and Energy
Conservation Plan proceeding, where all stakeholders including the Commission’s
Bureau of Consumer Services would have an opportunity to review and evaluate the SAP
alongside other universal service programs and policies.>*®
Therefore, in consideration of the record evidence presented, I&E recommends

that the Commission not allow the Company’s proposed annual budgeted expense claim

of $300,000 for the SAP program to be recovered from ratepayers’ bills using the USP

rider.
344 Id.,p. 102.
345 Id

346 See I&E St. No. 2, pp. 102-103, citing Pa. PUC v. PECO Energy Company — Gas
Division, Docket No. R-2020-3018929 (Order Entered June 22, 2021); and Pa.
PUC v. Columbia Gas of Pennsylvania, Inc., Docket No. R-2020-3018835 (Order
Entered February 19, 2021).
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XIII. UNIVERSAL SERVICE PROGRAMS

Most of the universal service programs issues were raised by the OCA and
CAUSE-PA. I&E did not submit testimony on most of the issues raised by the other
parties. The issues where I&E did submit testimony are addressed infra.

A. Low Income Usage Reduction Program (LIURP)

The Pennsylvania Weatherization Providers Task Force recommended that LIURP
funding be increased by $1,500,000 per year and that any unused funds be carried over
and added to the following year’s funding despite the fact that the Company is not
proposing any increase to LIURP funding.?’ Additionally, CAUSE-PA recommends
that Columbia be required to increase its LIURP budget by a percentage equal to any
approved rate increase in this proceeding.’*®

I&E recommended that no increase in the budgeted LIURP amount be approved in
this proceeding.?*® 1&E reasoned that, while PWPTF’s and CAUSE-PA’s
recommendations are well-intentioned, it is inappropriate to consider an increase in the
LIURP budget in this base rate proceeding.?>® Any potential increase should be
addressed in the Company’s Universal Service and Energy Conservation Plan
(“USECP”) proceedings, where consideration and evaluation of all other related
programs and comments from all stakeholders and interested parties can occur.®>! In his

rebuttal testimony, I&E witness Getachew Bedasa cited to several recent Commission

37 See I&E St. No. 1-R, p. 2-3, citing PWPTF St. No. 1, p. 7.
M3 14 p.3-4, citing CAUSE-PA St. No. 1, pp. 40-41.

14, p. 4.
S
351 Id

74



decisions and Commissioner statements that all support the finding that modifications to
LIURP and other universal service programs should be made in the universal service and
energy conservation plan proceedings and not in bae rate proceedings. 3>
In PA PUC v. Aqua Pennsylvania, Inc.,*>* the Commission stated:
Our decision on this issue is consistent with prior decisions in
which we have determined that it was not appropriate to
consider proposals relating to a public utility’s energy burdens,
CAP, and other universal service program issues within the
context of a base rate proceeding, finding that such proposals
are more properly considered in a public utility’s Universal

Service and Energy Conservation Plan (USECP)
proceeding.?>*

Additionally, in the recent PECO Energy Company - Gas Division proceeding, the
Commission did not consider CAUSE-PA’s proposals related to CAP and other universal
service program issues within the context of the base rate proceeding because they would
be more properly considered in its USECP proceeding.?*> In that proceeding, the
Commission also referenced Columbia’s 2020 base rate proceeding®>® where it
concluded, “that energy burdens should not be considered separately from other parts of

the Company’s CAP and universal service programs but should be considered as part of

352 See 1&E St. No. 1-R, pp. 5-7, citations omitted.

353 I&E St. No. 1-R, p. 5, citing PA Public Utility Commission et al. v. Aqua
Pennsylvania, Inc., (2022 Aqua Order), Docket No. R-2021-3027386 (Order
Entered May 16, 2022) .

3% Id., p. 5, citing 2022 Aqua Order, p. 333.

3% Id., p. 5-6, citing PA PUC v. PECO Energy Company - Gas Division, (2021 PECO
Order), Docket No. R-2020-3018929, pp. 195-196 (Order Entered June 22, 2021).

336 Id., p. 6, citing PA PUC v. Columbia Gas of Pennsylvania, Inc., (2021 Columbia
Order), Docket No. R-2020-3018835 (Order Entered February 19, 2021) .
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the Company’s entire universal service plan, including the need for changes and

associated costs.”3>’

Of further note, the Notice of Proposed Rulemaking for the Initiative to Review
and Revise the Exhibit Low-Income Usage Reduction Program (LIURP) Regulations at
52 Pa. Code §§ 58.1-58.18, states:

[A] LIURP budget can only be revised through a USECP
proceeding initiated pursuant to the periodic USECP review
process or in response to a petition to amend a USECP earlier
than the periodic USECP review process.*>®

It also states:

As LIURP is a ratepayer-funded program, considerations
impacting its budget determination should be open to scrutiny
and comment. USECP proceedings allow all interested parties
to provide comments, raise questions, and review information
justifying the proposed change to the LIURP budget in an on-
the-record proceeding. 3%

And finally, in a recent UGI Ultilities, Inc. - Electric Division base rate proceeding,
Commissioner John F. Coleman stated the following,

In addition to my concerns about the lawfulness and
reasonableness of the automatic enrollment modifications in
this specific Settlement, I am becoming increasingly
uncomfortable with the modification of universal service
programs within base rate cases, especially in base rate cases

3572021 PECO Order, p. 195.

3% Notice of Proposed Rulemaking for the Initiative to Review and Revise the Exhibit
Low-Income Usage Reduction Program (LIURP) Regulations at 52 Pa. Code §§
58.1-58.18, (2023 LIURP Rulemaking Order), Docket No. L-2016-2557886, p. 36
(Order Entered May 18, 2023).

3% 2023 LIURP Rulemaking Order, p. 37.
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that result in black box settlements.3¢°

In that same statement, Commissioner Coleman asserted that, “This complexity
and the need for balance are best addressed in USECP proceedings.”3%!

Therefore, in consideration of the record evidence presented and the Commission
precedent and guidance cited, I&E recommends that no increase in the budgeted LIURP

amount be approved in this proceeding.

B. Hardship Fund

The PWPTF recommended that the Company’s contribution to its Hardship Fund
be increased commensurate with the percentage increase in rates of the residential class
that would result from this proceeding.?®> PWPTF then argues that a modest increase in
comparison to other universal service funding will help customers deal with a rate
increase in these difficult economic times. %3

I&E recommended that no increase to the Company’s contribution to its Hardship
Fund be approved in this proceeding.’*** However, I&E argued, if an increase is
ultimately approved in this proceeding, any increase to the Hardship Fund as proposed by

the PWPFT should be funded by shareholders and not via mandatory ratepayer

funding.’% 1&E reasoned, it is inappropriate to consider an increase in the Hardship

360 Pa. P.U.C. v. UGI Utilities, Inc.- Electric Division, Docket No. R-2022-3037368,
et al., Statement of Commissioner John F. Coleman, Jr., (Statement of
Commissioner Coleman), p. 2 (Statement Entered September 21, 2023).
Statement of Commissioner Coleman, p. 2.

362 I&E St. No. 1-R, p. 7, citing PWPTF St. No. 1, p. 7.

363 Id., pp. 7-8.

364 Id,p. 8.

365 Id

361
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Fund in this base rate proceeding, regardless of the source of the funding.?*® Columbia’s
Hardship Fund is funded by shareholders, customer contributions, fundraising activities,
and natural gas supplier refunds and penalty credits.¢” In the absence of any analysis of
funding sources or the historic spending level of the Hardship Fund, it is inappropriate to
consider any increase in this base rate proceeding.>*® As noted in the 2024 USECP
Order, “shareholders, employees, and customers are the primary contributors to the
fund.”3%

Therefore, in consideration of the record evidence presented and prior
Commission precedent, I&E recommends that no increase to the Company’s contribution
to its Hardship Fund be approved in this proceeding
XIV. ENERGY EFFICIENCY PROGRAMS

A. Energy Efficiency Plan (“EEP”)

Columbia’s current residential EEP pilot was originally approved as part of the
Company’s 2022 base rate case at Docket No. R-2022-3031211 with a budget of $4.0
million for the years 2023 to 2025 and is set to expire at the end of 2025.37° Therefore,
Columbia is proposing a Phase II Three-Year EEP (2026-2028) while adding additional

residential measures and a commercial component to the overall program.’7!

366 Id.
367 Id
368 Id

39 Id., p. 9, citing Columbia Gas of Pennsylvania Inc. Universal Service and Energy

Conservation Plan for 2024-2028 Submitted in Compliance with 52 Pa. Code §
62.4, Docket No. M-2023-3039487, p. 93 (Order Entered April 4, 2024).

370 1&E St. No. 2, p. 88, citing Columbia St. No. 13, p. 3.

371 Id
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I&E, however, recommended that the Company’s proposal for its Phase II EEP be
disallowed in this base rate proceeding.?’? Alternatively, if the Commission considers
Columbia’s EEP appropriate and reasonable for approval in this proceeding pending the
outcome of performance results of EEP Pilot (Phase I) ending in December 2025, then in
the interest of ratepayers and as an added consumer protection, I&E recommended the
Commission put a maximum annual cap on the plan’s total administration cost (exclusive
of the incentives cost) at 20% of the annual total EEP cost with any excess administration
costs to be refunded to customers through the rider.3”3

To summarize, over the three years of the Phase II EEP, Columbia proposes to
spend $7.9 million on the administration and delivery of two residential energy efficiency
programs and one commercial energy efficiency program.’’* A breakdown of the total
projected Phase II EEP cost of $7.9 million and projected spending by customer class
was set forth in a table provided by Columbia.?”> Further, Columbia provided a
breakdown of the total spending at the portfolio level by budget category and year>7®
claiming the FPFTY Phase II EEP expense of $1,235,965 in the total operation and
maintenance expense claim®’’ and simultaneously including EEP rider revenue of
$1,235,965 in the FPFTY total operating revenues.®’® Finally, Columbia proposes to

recover the EEP costs for the fiscal years 2026-2028 from ratepayers via an EE Rider,

372 See 1&E St. No. 2, pp. 88-98; I&E St. No. 2-SR, pp. 54-60 for a complete analysis.
373 1d.; Id.

374 1&E St. No. 2, p. 88, citing Columbia St. No. 13, p. 13.

375 See Id., pp. 88-89, citing Columbia Exh. JAN-2, p. 5.

376 Id., p. 89, citing Columbia Exh. JAN-2, p. 6.

37 Id., p. 90, citing Columbia Exh. 104, Sch. 1, p. 2.

378 Id., citing Columbia Exh. 102, Sch. 3, p. 3.
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which will appear as a separate line item on residential and small commercial customers’
bills.*” For the fiscal year 2026, the residential program cost of $1,963,496 and small
commercial program cost of $503,366 Columbia proposes it will be recovered via the EE
rider at $0.00634 per/Therm and $0.00343 per/Therm respectively.33°

I&E recommended that the Company’s claim for its proposed Phase II EEP be
disallowed in its entirety.3®' The disallowance of the proposed EEP results in a reduction
of $1,235,965 in unnecessary operating expenses and corresponding recovery in
customers’ rates through the EE Rider.3®? Further, the Company is claiming EEP rider
revenue of $1,235,965 and includes corresponding expenses of $1,235,965 in the total
operating expense claim of $222,116,320 for the FPFTY.*%® Additionally, since I&E
recommended rejection of the Company’s proposed Phase II EEP, I&E also
recommended disallowance of the FPFTY EEP rider revenue claim of $1,235,965 and
related expense claim of $1,235,965 from the total operating expense claim of
$222,116,320.3%

I&E’s recommendation is based on four points of consideration.?®> They are:

1. NGDCs are under no mandate under Act 129 to develop the EEP
and are therefore subject to no civil penalties for failure to meet

stated goals.

2. EEPs are not essential to the provision of safe and reliable natural
gas service.

3% Id., p. 91, citing Columbia Exh. KLJ-7.

B0 14

381 See I&E St. No. 2, pp. 91-98 for a complete analysis.

382 Id., p. 91, citing Columbia Exh. 102, Sch. 3, p. 3 and Exh. 104, Sch. 1, p. 2.
L

384 J&E St. No. 2, p. 92.

385 See Id., pp. 92-93.
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3. Residential home appliances and equipment using natural gas as a
source of power are generally more efficient over time, so the
implementation of EEP by an NGDC is unnecessary. Additionally,
the EEP may not encourage customers’ participation in conservation
measures by replacing currently working equipment with new ones
due to the upfront higher cost of the newer or latest equipment.

4. The EEP portfolio-wide administration costs including marketing,
inspection, and evaluation represents 45.41% of the Company’s total
program investment (($2,717,625 + $449,875 + $§243,000 +

$170,000) +~ $7,884,579). A program demonstrating this level of a
customer cost to customer value ratio should not be approved.

I&E reasoned further, the main beneficiary, due to the guaranteed recovery
through the proposed EEP rider, would be the Company (along with the relatively small
number of participants who opt to participate in the EEP) with no threat of a potential
penalty or fines if goals are not met.**® Additionally, unlike electric utilities that are
being affected by decommissioning of power plants and the potential huge electric power
demand from data centers, there are no similar issues impacting the provision of reliable
service by Pennsylvania NGDCs.**” With the abundance of Marcellus Shale gas,
enforcing or mandating conservation measures is not necessary to ensure reliable
service. 8
Whether an expense is essential, just, and reasonable is the yardstick by which

expenses are measured in a rate case claim.?®® The ratepayers are expected to bear all the

costs of the program with no risk to the Company if the EEP is unsuccessful.>*°

36 Id,p. 94.
387 Id
388 Id
389 Id

30 Id., pp. 94-95.
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Furthermore, EEP costs are not shown to be necessary for the provision of safe and
reliable service, and the advertising and administrative costs associated with the proposed
renewed plan are excessive compared to the total budget.*!

EEPs are traditionally evaluated based on expected net total resource benefits with
an overall total resource cost (TRC) benefit-cost ratio (BCR).**> Columbia’s cost benefit
analysis was based on the assumptions of estimated customers’ participation in each
category of EE programs, estimated savings in gas usage, the program incentives, and the
administration costs.?>> The Phase II EEP’s portfolio-wide administration cost of the
total annual spending budget and customer incentives is summarized in I&E witness D.C.
Patel’s direct testimony.?** The referenced data reveals that Columbia’s EEP
administration costs are excessively high and inefficient when compared to the customer
incentive amount by year.’*> At this level of administration cost, Columbia is projecting
the number of customer participation by program and year as shown in Mr. Patel’s
direct.?%¢

In summary, Columbia provides gas distribution service to approximately 446,000
customers, revealing just 1.98% for 2026, 2.26 % for 2027, and 2.53%for 2028 percent of

projected customer participation in the Phase II EEP even after implementing the EEP

Pilot for two full years.*” 1&E reasons, in this scenario, all non-participating customers

¥ See I&E St. No. 2, pp. 95-98.

392 Id., pp. 96-97.

95 14, p. 97,

394 See Id., citing Columbia St. No. 13, p. 14; Columbia Exh. JAN-2, p. 6.
95 14

39 Id., citing Columbia Exh. JAN-2, pp. 17-18; 28-29.

7 Id., p.98.
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(approximately 98% of Columbia’s total customers count) will fund the EEP spending for
the perceived benefits to approximately 2% of participating customers.**® Further, if the
anticipated customer participation in the EEP is not achieved or the EEP is not
successful, the plan implementation costs would be an imprudent and wasteful
expenditure burdening customers’ rates via the EEP rider.?®’

Therefore, in consideration of the record evidence presented, I&E recommends
that the Company’s proposal for its Phase II EEP be disallowed in this base rate
proceeding. Alternatively, if the Commission considers Columbia’s EEP appropriate and
reasonable for approval in this proceeding pending the outcome of performance results of
EEP Pilot (Phase I) ending in December 2025, then in the interest of customer protection,
[&E recommend the Commission put a maximum annual cap on the plan’s total
administration cost (exclusive of the incentives cost) at 20% of the annual total EEP cost
with any excess administration costs to be refunded to customers through the rider.4%
XV. COMPETITIVE SUPPLY ISSUES

I&E did not submit any record evidence nor make any recommendations regarding
any competitive supply issues.

XVI. TARIFF ISSUES
A. Economic Development Distribution Service Rate (“EDDS”)
In its filing, Columbia proposed adding a new Economic Development

Distribution Service rate class to its tariff to allow the Company the flexibility to bring on

9 g
9
400 J&E St. No. 2, p. 98; I&E St. No. 2-SR, p. 60.
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new large load customers that may have near-term natural gas needs in a manner that
provides for accelerated cost recovery while protecting the interests of the existing
Columbia customer base.*’!

I&E raised concerns that no current jurisdictional customers are interested this
new class of service, how these new customers would be classified jurisdictionally, which
class(es) of customers would or should pay for all future improvements including a plan
on how stranded costs would be handled, and how individual contracts associated with
this rate class could possibly never change resulting in potential subsidization by
jurisdictional customers.4%?

The Company argued that the Company is in preliminary discussions with a
potential customer that would qualify for this class of service.*** Columbia indicated that
it determined the EDDS rate schedule was more efficient and provides for the
opportunity to cleanly bifurcate costs between jurisdictional customers and the large-load
customers.*** Further, Columbia stated a contractual agreement between the Company
and the large-load customer ensures the risk of non-payment is borne by the Company,
not its jurisdictional customers.4%

In response, I&E reiterates its concerns here that Columbia’s proposal to make the

EDDS rate class non-jurisdictional places that rate class outside PUC jurisdiction.*%

WOV Id., pp. 28-29, citing Columbia St. No. 1, p. 10.

402 Id., pp. 29-30.

403 J&E St. No. 3-SR, p. 32, citing Columbia St. No. 9-R, pp. 34-39.
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46 [&E St. No. 3-SR, p. 33.
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Because of this, any potential future improvements made to that rate class might
ultimately result in jurisdictional customers subsidizing the costs of non-jurisdictional
customers.*"” This jurisdictional issue could create stranded cost issues related to
transmission between both categories, which will likely only impact jurisdictional
customers because of the unregulated operating environment and confidential terms of
non-jurisdictional individual contracts.*%8

In consideration of the above and all of the record evidence presented, I&E
continues to recommend that Columbia’s proposed EDDS rate class be disallowed in its
entirety. If, on the other hand, the Commission grants Columbia’s request to implement
the EDDS, then I&E urges the Commission to address the concerns raised by I&E,
especially the allocation of costs.
XVII. MISCELLANEOUS ISSUES / PIPELINE SAFETY

A. Methane Detector Pilot Program

This issue was raised by I&E Pipeline Safety in the direct testimony of I&E
witness Alexander Pankiw. Mr. Pankiw highlighted the usefulness and safety benefits of
methane detectors within structures and the ability of real-time smart reporting
technology to simultaneously notify the customer and the emergency gas response
officials to potentially hazardous situations. 4** Mr. Pankiw also opined that

implementation of a methane detector installation program would provide Columbia’s

customers with a safety tool that provide early warning alarms signaling a gas leak and a

407 I1d
w08 g
409 1&E St. No. 4, pp. 2-9.
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potentially hazardous situation.*! Implementing an early warning audible alarm will
afford additional time to safely evacuate and notify the emergency response officials.*!!

Ultimately Mr. Pankiw recommended that the Company implement a pilot
program utilizing SRMDs in a region where Columbia has risky pipe for the installation
of 500 to 1000 SRMDs to allow the Company to study the effectiveness of the SRMDs
and monitor the related expenses.*!? Further, I&E recommended Columbia continue
implementing the AMI technology communication network for the notification
methodology utilized by these devices as part of its pilot program.*!* I&E suggested that
Columbia may choose to use a risk-based approach to maximize the benefits in
determining the location and rollout of the SRMD program.*'4

In consideration of all of the record evidence submitted by I&E witness Pankiw,
I&E continues to recommend Columbia implement a pilot program to study the
effectiveness and to monitor expenses. Or, in the alternative, I&E recommends that
Columbia implement an internal study to determine whether a pilot program is feasible
and how Columbia would implement a pilot program.
XVIII. CONCLUSION

I&E respectfully submits that for all the reasons presented in this I&E Main Brief,

Columbia Gas has not met its burden of proof as the record evidence presented by

Columbia Gas does not substantiate a revenue increase of $110.5 million. Instead, based

MO 1d., pp. 3-4.

HLId, p. 4.

M2 Id., pp. 8-9.
3 14 p. 9.

414 Id
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on the weight of the record evidence, Your Honor and the Commission should only grant
Columbia Gas the I&E recommended revenue increase of $78,643,542 million in
accordance with the record evidence presented by I&E and summarized in this I&E Main

Brief and the appended I&E Tables.

Respectfully submitted,

aé% /’{/@m e

Scott B. Granger

Prosecutor

Bureau of Investigation & Enforcement
PA Attorney ID No. 63641

Dated: August 26, 2025
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Appendix A Tables

I&E TABLE I

TABLE |
Columbia Gas of Pennsylvania, Inc.
INCOME SUMMARY
Docket No. R-2024-3046519
Dollars in $000

Pro Forma
Pro Forma Company I&E I&E Total
Present Rates  Adjustments  Present Rates I&E Pro Forma Revenue Allowable
r (1) M (1) Adjusted (1) Adjustments  Present Rates Increase Revenues
$ $ $ $ $ $ $
Operating Revenue 919,008 0 919,008" (1,236) 917,772" 78,644 996,416
Expenses:
O&M Expense 467,930 0 467,930" (8,910) 459,020 " 1,059 460,079
Depreciation 154,651 0 154,651 0 154,651 0 154,651
Taxes, Other 4,494 0 4494”7 0 4494”7 0 4,494
Income Taxes:
State 4,580 0 4,580" 563 5143" 5,811 10,954
Federal 13,498 0 13,498" 1,461 14,959" 15,072 30,031
Deferred Taxes/ITC 25,196 0 25196 0 25,196 0 25,196
Total Expenses 670,349 0 670,349 (6,886) 663,463 21,942 685,405
Net Inc. Available for
Return 248,659 0 248,659 5,650 254,309 56,702 311,011
Rate Base 3,839,638 0 3,839,638 0 3,839,638 3,839,638
Rate of Return 6.48% 6.48% 6.62% 8.10%

(1) Company Rebuttal Testimony
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I&E TABLE I(A)

TABLE I(A)
Columbia Gas of Pennsylvania, Inc.
RATE OF RETURN
Docket No. R-2024-3046519

After-Tax Effective Pre-Tax
Weighted Tax Rate Weighted
Structure Cost Cost Complement Cost Rate
Total Cost of Debt 2.37600000%
Long-term Debt 43.28% 5.22% 2.26000000% 2.26%
Short-term Debt 2.32% 5.00% 0.12000000% 0.12%
Preferred Stock 0.00% 0.00% 0.00000000% 0.730829 0.00%
Common Equity 54.40% 10.51% 5.72000000% 0.730829 7.83%
100.00% 8.10000000% 10.21%
Pre-Tax Interest Coverage 4.52
After-Tax Interest Coverage 3.58



I&E TABLE I(B)

Columbia Gas of Pennsylvania, Inc.
REVENUE FACTOR
Docket No. R-2024-3046519

"100%
Less:

TABLE I(B)

Uncollectible Accounts Factor (*)

PUC, OCA, OSBA Assessment Factors (*)

Gross Receipts Tax

Other Tax Factors (adjust for rounding)

State Income Tax Rate (*)

Effective State Income Tax Rate

Factor After Local and State Taxes

Federal Income Tax Rate (*)

Effective Federal Income Tax Rate

Revenue Factor (100% - Effective Tax Rates)

(*) I&E Surrebuittal

Appendix A

1.00000000

0.01346130
0.00000000
0.00000000

0.00000000

0.98653870

0.07490000

0.07389200

0.91264670

0.21000000

0.19165600

0.72099100
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I&E TABLE 11

TABLE Il
Columbia Gas of Pennsylvania, Inc.
SUMMARY OF ADJUSTMENTS
Docket No. R-2024-3046519
Dollars in $000
State Federal
Adjustments Rate Base Revenues Expenses Depreciation Taxes-Other Income Tax Income Tax
$ $ $ $ $ $ $
RATE BASE:
CWC:
Int. & Div. (Table V) (IV!B38)
Taxes (Table V) (VIP34)
O & M (Table VI) (VIIB42)
REVENUES:
Energy Efficiency Plan (1,236) 0 (93) (240)
0 0 0
EXPENSES:
Blackhawk Storage Reg. Asset -1,084 81 211
Blackhawk Storage O&M -240 18 47
Energy Efficiency Plan -1,236 93 240
Rate Case Expense -590 44 115
Other Employee Benefits -1,161 87 226
Other Rents and Leases -70 5 14
Allocated Compensation-Profit Sharing -4,529 339 880
r o 7’ 0
0 0
0 0
0 0
0 0
0 0
0 0
TAXES:
Rounding (2)
Interest Synchronization 11) (30)
(Table Ill)
TOTALS 0 (1,236) (8,910) 0 0 563 1,461




I&E TABLE II1

TABLE Il
Columbia Gas of Pennsylvania, Inc.
INTEREST SYNCHRONIZATION
Docket No. R-2024-3046519
Dollars in $000

Company Rate Base Claim $
I&E Rate Base Adjustments

Appendix A

Amount

3,839,638
0

I&E Rate Base
Weighted Cost of Debt

3,839,638
2.380%

I&E Interest Expense
Company Claim (1)

91,383
91,230

Total I&E Adjustment
Company Adjustment

(153)
0

Net I&E Interest Adjustment
State Income Tax Rate

(153)
7.49%

State Income Tax Adjustment

(11)

Net I&E Interest Adjustment
State Income Tax Adjustment

(153)
(11)

Net I&E Adjustment for F.I.T.
Federal Income Tax Rate

(142)
21.00%

Federal Income Tax Adjustment $

(30)

(1) Company Rebuttal Testimony



Accrued Interest

Company Rate Base Claim
I&E Rate Base Adjustments

I&E Rate Base
Weighted Cost of Debt

I&E Annual Interest Exp.

Average Revenue Lag Days
Average Expense Lag Days

Net Lag Days

Working Capital Adjustment

I&E Daily Interest Exp.
Net Lag Days

I&E Working Capital
Company Claim (1)

I&E Adjustment

Total Interest & Dividend Adj.

(1) Company Rebuttal

Appendix A

I&E TABLE IV

TABLE vV
Columbia Gas of Pennsylvania, Inc.
CASH WORKING CAPITAL - Interest and Dividends
Docket No. R-2024-3046519

Preferred Stock Dividends

Long-Term Debt Short-Term Debt

$3,839,638 $3,839,638  Company Rate Base Claim $3,839,638
$0 $0 I&E Rate Base Adjustments $0
$3,839,638 $3,839,638  I&E Rate Base $3,839,638
2.26000000% 0.12% Weighted Cost Pref. Stock 0.00000000%
$86,776 $4,608  I&E Preferred Dividends $0
0.0 0.0 Average Revenue Lag Days 0.0
0.0 0.0 Average Expense Lag Days 0.0
0.0 0.0 NetlLag Days 0.0
$238 $13 I&E Daily Dividends $0
0.0 0.0 NetLag Days 0.0
$0 $0 $0
$0 $0  Company Claim (1) $0
$0 $0 $0

$0



Appendix A

I&E TABLE V

TABLE V
Columbia Gas of Pennsylvania, Inc.
CASH WORKING CAPITAL -TAXES
Docket No. R-2024-3046519

Company I&E I&E
Proforma Pro forma Adjusted
Tax Expense Tax Expense Taxes at
Present I&E Present ALJ Present Net Lead/ Accrued Tax
Description Rates Adjustments Rates Allowance Rates Daily Expense Lag Days Adjustment

PUC Assessment $0 $0 $0 $0 $0 $0.00 0.00 $0

Public Utility Realty $0 $0 $0 $0 $0.00 0.00 $0

Capital Stock Tax $0 $0 $0 $0 $0.00 0.00 $0

$0 $0 $0 $0 $0.00 0.00 $0

$0 $0 $0 $0 $0.00 0.00 $0

$0 $0 $0 $0 $0.00 0.00 $0

$0 $0 $0 $0 $0.00 0.00 $0

$0 $0 $0 $0 $0.00 0.00 $0

$0 $0 $0 $0 $0.00 0.00 $0

$0 $0 $0 $0 $0.00 0.00 $0

$0 $0 $0 $0 $0.00 0.00 $0

State Income Tax $0 $563 $563 $5,811 $6,374 $17.46 0.00 $0
Federal Income Tax $0 $1,461 $1.461 $15,072 $16,533 $45.30 0.00 $0

$0 $2,024 $2,024 $20,883 $22,907

ALJ Allowance 0

Company Claim (1) 0

I&E Adjustment 0

(1) Company Rebuttal



Description

Service Company
Chemicals

Group Insurance
Insurance, Other
Labor

Leased Equip./Rent
Leased Vehicles
Miscellaneous

Natural Gas

Power

Purchased Water
Telephone

Waste Disposal

Post Retirement Benefits
Pensions

I&E Average Revenue Lag
Less: I&E Avg. Expense Lag

Net Difference
I&E Pro forma
O&M Expense per Day

I&E CWC for O&M
Less: Company Claim (1)

I&E Adjustment

(1) Company Rebuttal

I&E TABLE VI

TABLE VI

Columbia Gas of Pennsylvania, Inc.
CASH WORKING CAPITAL - O & M EXPENSE

Docket No. R-2024-3046519

Appendix A

Company
Pro forma I&E
FTY I&E Pro forma
Expense Expenses Lag Days Lag Dollars
$0 $0 $0 0.00 $0
$0 $0 $0 0.00 $0
$0 $0 $0 0.00 $0
$0 $0 $0 0.00 $0
$0 $0 $0 0.00 $0
$0 $0 $0 0.00 $0
$0 $0 $0 0.00 $0
$0 $0 $0 0.00 $0
$0 $0 $0 0.00 $0
$0 $0 $0 0.00 $0
$0 $0 $0 0.00 $0
$0 $0 $0 0.00 $0
$0 $0 $0 0.00 $0
$0 $0 $0 0.00 $0
$0 $0 $0 0.00 $0
$0 $0 $0 7 #DWN/O! $0
0.0
#DIV/0!
#DIV/0! Days
$0
#DIV/O!
$0
__#DVIOL
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Findings of Fact

1. Columbia Gas of Pennsylvania, Inc. (“Columbia Gas” or the “Company”)
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
Commonwealth, as well as parts of Northwest, Southern and Central Pennsylvania.
Columbia St. No. 1, p. 3.

2. Columbia delivers natural gas service to approximately 446,000 residential,
commercial, and industrial customers. Columbia St. No. 1, p. 3.

3. Columbia Gas is a wholly owned subsidiary of NiSource. Columbia St.
No. 1, p. 3.

4. On March 20, 2025, Columbia Gas filed Supplement No. 392 to Tariff Gas
Pa. P.U.C. No. 9 (“Supplement 392”) pursuant to 66 Pa. C.S. § 1308, seeking a general
rate increase. Columbia Gas St. No. 1, p. 4.

5. Supplement 392 issued March 20, 2025, to be effective May 19, 2025,
proposes changes to Columbia’s base distribution rates, and removes, revises, and adds
various tariff provisions.

6. Columbia Gas’ base rate filing requested an overall revenue increase of
approximately $110.5 million per year. I&E St. No. 1, p. 2.

7. Columbia Gas has not met its burden of proof as Columbia failed to present
substantial credible record evidence to support its request for a revenue increase of
$110.5 million.

8. The record evidence presented supports only a total revenue increase of
$78,643,542. 1&E St. No. 1-SR, p. 4. See also Appendix A, Table I infra.

9. Columbia’s Future Test Year rate base is $3,489,139,254. 1&E St. No. 3.
See also Columbia Ex. No. 108, p. 3.

10.  The Company agreed to provide the Bureau of Investigation and
Enforcement and the Office of Consumer Advocate with an update to Columbia Exhibit
No. 108, Schedule 1 no later than April 1, 2026, under this docket number, which should
include actual capital expenditures, plant additions, and retirements by month for the
twelve months ending November 30, 2025. I&E St. No. 3-SR, p. 3.

11.  Columbia has filed nine base rate cases in a span of twelve years requesting
a cumulative total additional revenue increase of $717.35 million. I&E St. No. 2, p. 6.
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12.  When compared to the other Pennsylvania jurisdictional natural gas
distribution companies, Columbia has the highest average monthly bill for a residential
hating customer using 73.7 Ccf/Month. I&E St. No. 2, p. 6.

13.  Columbia’s request for the amortization of a regulatory asset regarding the
sale of the Blackhawk Storage Facility was not part of Columbia’s original March 20th
filing. I&E St. No. 3-SR, p. 4.

14.  Columbia raised the issue of the requested amortization of a regulatory
asset regarding the sale of the Blackhawk Storage Facility in its July 17, 2025 rebuttal
testimony. I&E St. No. 3-SR, p. 4.

15.  Columbia’s average historic filing frequency for base rate cases is 16
months ((12 + 12 + 24) =48 + 3). 1&E St. No. 1, p. 7.

16.  I&E recommends that the Company should be afforded the opportunity to
earn an overall rate of return of 8.10%. I&E St. No. 2-SR, pp. 53-54.

17. 1&E’s calculated cost of common equity using the Discounted Cash Flow
method is 10.51%. I&E St. No. 2, p. 38.

18. I&E’s recommended return on common equity of 10.51% is higher than the
average return on equity of 9.73% of all gas utility rate cases decided/approved by state
regulatory authorities in the first quarter of 2025. 1&E St. No. 2-SR, p. 54.

19.  Columbia elected to use the Fully Projected Future Test Year to determine
its base rates and the first day of the FPFTY is January 1, 2026. I&E St. No. 2, p. 105.
Columbia St. No. 4, p. 3.

20.  If Columbia is permitted to charge new rates effective on December 18,
2025 instead of January 1, 2026, then at the full revenue increase request of
$110,496,797, the Company would recover a minimum unsupported and unreasonable
additional revenue increase of $4,238,233 ($110,496,797 + 365) x 14) for that 14-day
period from ratepayers. I&E St. No. 2, p. 107.

21.  Columbia performed and provided three Allocated Cost of Service Studies.
I&E St. No. 3, p. 36. Columbia St. No. 6, pp. 4-5.

22.  I&E recommended the customer charges for rate classes RS, RDS, and
RC?2 stay at the current rate of $17.25. I&E St. No. 3, p. 43. I&E St. No. 3-SR, pp. 38-
40.

23.  The proposed customer charges for SGS1, SGS2, and SDS/LGSS
customers are consistent with the applicable customer cost analysis. I&E St. No. 3, p.
43,
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24.  Historical data shows that Columbia has recovered over $74 million in
revenue through the application of the Weather Normalization Adjustment from the
Columbia rate payers. I&E St. No. 3-SR, p. 15.

25.  The Act 129 mandate to develop an Energy Efficiency and Conservation
Programs is not applicable to Pennsylvania natural gas distribution companies. I&E St.
No. 2, pp. 92-93.

26.  Columbia Gas would not be subject to statutory penalties if the stated goals
in its Energy Efficiency Program are not met. I&E St. No. 2, p. 94.

27.  Pennsylvania, in general, has an abundance of Marcellus Shale gas
available to it. I&E St. No. 2, p. 94.

28.  The current administrative costs associated with Columbia’s Energy
Efficiency Plan are approximately 45%. I&E St. No. 2, pp. 89-90, 93.
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Conclusions of Law

1. Every rate made, demanded, or received by any public utility, or by any
two or more public utilities jointly, shall be just and reasonable, and in conformity with
regulations or orders of the commission. 66 Pa. C.S. § 1301.

2. No public utility shall ... make or grant any unreasonable preference to any
person, corporation ... No public utility shall establish or maintain any unreasonable
difference as to rates, either as between localities or as between classes of service. 66 Pa.
C.S. § 1304.

3. The burden of proving the justness and reasonableness of every element of
the utility’s rate increase rests solely upon the public utility. 66 Pa. C.S. § 315(a); Lower
Frederick Twp. v. Pa. Pub. Util. Comm., 409 A.2d 505 (Pa. Commw. Ct. 1980).

4. Columbia Gas, as the base rate filer, must satisty its burden of proof by a
preponderance of evidence. Samuel J. Lansberry, Inc. v. Pennsylvania Public Utility
Commission, 578 A.2d 600 (Pa. Commw. 1990).

5. A preponderance of evidence is such evidence that is more convincing, by
even the smallest amount, than that presented by another party. Se-Ling Hosiery v.
Margulies, 70 A.2d 854 (Pa. 1950).

6. The burden of proof is comprised of two distinct burdens: the burden of
production and the burden of persuasion. The burden of production tells the adjudicator
which party must come forward with evidence to support a particular position. In re:
Loudenslager’s Estate, 430 Pa. 33, 240 A.2d 477 (1968). The burden of persuasion
determines which party must produce sufficient evidence to convince a judge that a fact
has been established, and it never leaves the party on whom it is originally cast. Reidel v.
County of Allegheny, 633 A.2d 1325, 1329 n. 11 (Pa. Commw. 1993).

7. The Commission must ensure that any adjudication is supported by
substantial evidence. “Substantial evidence” is such relevant evidence that a reasonable
mind might accept as adequate to support a conclusion. Norfolk & Western Ry. Co. v.
Pennsylvania Public Utility Commission, 413 A.2d 1037 (Pa. 1980).

8. While the burden of proof remains with the public utility throughout the
rate proceeding, the Commission has stated that where a party proposes an adjustment to
a ratemaking claim of a utility, the proposing party bears the burden of presenting some
evidence or analysis tending to demonstrate the reasonableness of the adjustment. Pa.
Pub. Util. Comm. v. Aqua Pennsylvania, Inc., Docket No. R-00072711 (Opinion and
Order entered July 17, 2008).
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0. The Commission must consider the efficiency, effectiveness and adequacy
of service of each utility when determining just and reasonable rates in exchange for
customers paying rates for service, which include the cost of utility plant in service and a
rate of return. 66 Pa. C.S. § 523.

10.  In exchange for the utility’s provision of safe, adequate and reasonable
service, the ratepayers are obligated to pay rates which cover the cost of service which
includes reasonable operation and maintenance expenses, depreciation, taxes and a fair
rate of return for the utility’s investors. Pa. Pub. Util. Comm. v. Pennsylvania Gas &
Water Co., 61 Pa. PUC 409, 415-16 (1986); 66 Pa. C.S. § 1501.

11 The Commission has the discretionary authority to deny a proposed rate
increase, in whole or in part, if the Commission finds that the service rendered by the
public utility is inadequate. 66 Pa. C.S. § 526(a); PA PUC v. Columbia Gas of
Pennsylvania Inc., Docket No. R-2020-3018835, Order entered February 19, 2021.

12. A Commission decision is adequate where, on each of the issues raised, the
Commission was merely presented with a choice of actions, each fully developed in the
record, and its choice on each issue amounted to an implicit acceptance of one party’s
thesis and rejection of the other party’s contention. Popowsky, et al. v. Pa. Pub. Util.
Comm., 550 Pa. 449, 706 A.2d 1197 (1997).

13.  The standard formula for determining a utility’s base rate revenue
requirement is:

RR=E+D+ T+ (RB x ROR)

RR: Revenue Requirement

E: Operating Expense

D: Depreciation Expense
Taxes

RB: Rate Base

ROR: Overall Rate of Return

14. A utility is entitled to recover its reasonably incurred expenses. UGI Corp.
v. Pa. Pub. Util. Comm’n, 410 A.2d 923 (Pa. Commw. 1980). Expenses include such
items as the cost of operations and maintenance (labor, fuel and administrative costs,
e.g.), depreciation and taxes. Pennsylvania Power Company v. Pa. Pub. Util. Comm.,
561 A.2d 43, 47 (Pa. Commw. 1989).
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15.  The public utility requesting a rate increase and seeking to recover expenses
has the burden of showing that the rate requested, including all claimed expenses, is just
and reasonable. 66 Pa. C.S. § 315(a); See also Cup v. Pa. P.U.C., 556 A.2d 470 (Pa.
Commw. 1989).

16.  To the extent that expenses are not reasonably incurred, imprudently
incurred, or abnormally overstated during the test year, they should be disallowed and
found not recoverable through rates. Cup v. Pa. P.U.C., 556 A.2d 470 (Pa. Commw.
1989).

17.  Itis the historical filings, not the actual intentions of the utility, which will
guide the determination of the normalization period. Pa. Pub. Util. Comm. v. City of
Lancaster, R-2010-2179103, et al. (Opinion and Order entered July 14, 2011), 2011 Pa.
PUC LEXIS 1685; Pa. Pub. Utility Comm. v. Metropolitan Edison Company, R-2006-
00061366, et al. (Opinion and Order entered January 4, 2007), 2007 Pa. PUC LEXIS 5.

18.  The rate of 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 raise the money necessary for the proper discharge of
public duties. Bluefield Waterworks & Improvement Co. v. Public Service Comm. of
West Virginia, 262 U.S. 679 (1923).

19.  Establishment of a rate structure is an administrative function peculiarly
within the expertise of the Commission. Emporium Water Company v. Pa. Pub. Util.
Comm., 955 A.2d 456, 461 (Pa. Commw. 2008); City of Lancaster v. Pa. Pub. Util.
Comm., 769 A.2d 567, 571-72 (Pa. Commw. 2001). The question of reasonableness of
rates and the difference between rates in their respective classes is an administrative
question for the Commission to decide. Pennsylvania Power & Light Co. v. Pa. Pub.
Util. Comm., 516 A.2d 426 (Pa. Commw. 1986); Park Towne v. Pa. Pub. Util. Comm., 43
A.2d 610 (1981).

20. The basic factor in allocating revenue is to have the rates reflect the cost of
service. Lloyd v. Pa. Pub. Util. Comm., 904 A.2d 1010, 1020 (Pa. Commw. 2006).

21.  In order to implement an alternative ratemaking mechanism, the proposing
utility must provide substantial evidence that the specific mechanism proposed by the
utility would result in just and reasonable rates. Pa. PUC v. PECO Energy Company -
Gas (“PECO WNA Order”), Docket No. R-2024-3046932, p. 14 (Order Entered
December 12, 2024). See also 66 Pa.C.S. §§ 315(a), 1330.

22.  To determine “just and reasonable alternative distribution ratemaking
mechanisms and rate designs that promote the purpose” of the Commission’s policy and
the policy laid out in Section 1330, the Commission, in a Policy Statement, developed 14
factors to be considered. Pa. PUC v. PECO Energy Company - Gas (“PECO WNA
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Order”), Docket No. R-2024-3046932, p. 15 (Order Entered December 12, 2024). See 52
Pa. Code § 69.3302(a).

23.  “Itis a primary concern of the Commission that alternative ratemaking is,
in some way, rooted in the cost of service.” Pa. PUC v. PECO Energy Company - Gas
(“PECO WNA Order”), Docket No. R-2024-3046932, p. 16 (Order Entered December
12, 2024).

24.  Asis stated at 52 Pa. Code § 69.3301, “An alternative rate design
methodology should reflect the sound application of cost-of-service principles, establish a
rate structure that is just and reasonable, and consider customer impacts.” Pa. PUC v.
PECO Energy Company - Gas (“PECO WNA Order”), Docket No. R-2024-3046932, pp.
16-17 (Order Entered December 12, 2024), quoting 52 Pa. Code §§ 69.3301, 69.3302(a).

25. A public utility is entitled to such rates as will permit it to earn a return on
the value of the property which it employs for the convenience of the public equal to that
generally being made at the same time and in the same general part of the country on
investments in other business undertakings which are attended by corresponding risks
and uncertainties; but it has no constitutional right to profits such as are realized or
anticipated in highly profitable enterprises or speculative ventures. 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 & Improvements Co. v. Public Service Comm. of West
Virginia, 292 U.S. 679, 692-93 (1923).

26.  The Commission shall base its determination of the appropriate cost of
equity on the results of the DCF method and shall use the CAPM results as a comparison
thereto. The use of the DCF model has historically been our preferred methodology, the
Commission should find no reason to deviate from the use of this method in the instant
case. PA PUC v. Columbia Gas of Pennsylvania Inc., Docket No. R-2020-3018835,
Order entered February 19, 2021.

27.  “Our decision on this issue is consistent with prior decisions in which we
have determined that it was not appropriate to consider proposals relating to a public
utility’s energy burdens, CAP, and other universal service program issues within the
context of a base rate proceeding, finding that such proposals are more properly
considered in a public utility’s Universal Service and Energy Conservation Plan
(USECP) proceeding.” PA Public Utility Commission et al. v. Aqua Pennsylvania, Inc.,
(2022 Aqua Order), Docket No. R-2021-3027386 (Order Entered May 16, 2022).

28.  “[A] LIURP budget can only be revised through a USECP proceeding
initiated pursuant to the periodic USECP review process or in response to a petition to
amend a USECP earlier than the periodic USECP review process.” Notice of Proposed



Appendix B

Rulemaking for the Initiative to Review and Revise the Exhibit Low-Income Usage
Reduction Program (LIURP) Regulations at 52 Pa. Code §§ 58.1-58.18, (2023 LIURP
Rulemaking Order), Docket No. L-2016-2557886, p. 36 (Order Entered May 18, 2023).

29.  “As LIURP is a ratepayer-funded program, considerations impacting its
budget determination should be open to scrutiny and comment. USECP proceedings
allow all interested parties to provide comments, raise questions, and review information
justifying the proposed change to the LIURP budget in an on-the-record proceeding.”
Notice of Proposed Rulemaking for the Initiative to Review and Revise the Exhibit Low-
Income Usage Reduction Program (LIURP) Regulations at 52 Pa. Code §§ 58.1-58.18,
(2023 LIURP Rulemaking Order), Docket No. L-2016-2557886, p. 37 (Order Entered
May 18, 2023).

30.  “Iteration” is an accepted ratemaking process that must be applied to the
final calculation of rates as all adjustments are finalized.

31.  “Scale back” of rates is an accepted rate making process that is applied to
the final rate structure after the Commission approves the Company’s new total revenue
requirement.

32.  Columbia Gas did not meet its burden of proof.
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Ordering Paragraphs

1. That I&E’s proposed total revenue increase for Columbia Gas of
$78,643,542 is approved.

2. That $356,242,461 ($3,845,381,715 - $3,489,139,254) of rate base
additions are associated with Columbia’s FPFTY.

3. That a rate case expense allowance of $731,372 is approved and normalized
over 16-months.

4. That an allowance of $7,754,135 for other employee benefits expense is
approved.

5. That an allowance for other rents and leases equal to the supported HTY
actual expense of $475,203 is approved.

6. That the $4,528,579 claim for NiSource Corporate Services Company
allocated stock awards expense is disallowed in its entirety.

7. That an allowance of $326,469 for interest on customer deposits is
approved.

8. That the Company shall include a lead/lag study in its first base rate case to
be filed on or after January 1, 2026.

0. That the Company’s proposal to move EAT labor cost recovery from base
rates to the USP rider is rejected in its entirety.

10.  That the Company’s capital structure is accepted.

11.  That the Company’s claimed costs of long-term and short-term debt are
approved.

12.  That the Discounted Cash Flow (DCF) methodology is the primary method
used to determine the cost of common equity for regulated utilities in Pennsylvania.

13.  That I&E’s recommended cost of common equity of 10.51% is accepted.
14.  That I&E’s recommended overall rate of return of 8.10% is accepted.

15.  That any additional consideration or adjustments for the Company’s
claimed risk profile in determining the cost of equity for Columbia are rejected in their
entirety.
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16.  That the “low end” DCF result, removed by Columbia witness Mr. Rea, is
added back in to the Company’s calculations for purposes of Commission review of the
cost of common equity.

17.  That the Company’s proposed request for a leverage adjustment is denied
in its entirety.

18.  That the proposed flotation cost adder should be rejected in its entirety.

19.  That the Commission shall continue its historic practice of recognizing the
10-year Treasury Note as the superior measure for the risk-free rate.

20.  That the Commission rejects Columbia’s use of a 7.00% market risk
premium instead of the prospective risk premium of 6.83% in their CAPM analysis.

21.  That the Company’s proposal to use a CAPM size adjustment of 61-basis
points (0.61%) be disallowed in its entirety.

22.  The Commission reject in their entirety Columbia’s calculated ECAPM
results of 11.18% without the flotation cost adjustment and 11.21% with the flotation cost
adjustment.

23.  That the Company’s request for management performance points to be
added to the overall rate of return is denied in its entirety.

24.  That the Company’s request for an inflated growth rate is denied in its
entirety.

25.  That Columbia’s new rates become effective January 1, 2026 (the first day
of the FPFTY) instead of the proposed December 18, 2025.

26.  That the Company use the peak and average methodology to allocate any
potential revenue increases among Columbia customer classes; and, that the Company
continuing to show a separate customer class for flex rate customers.

27.  That the Company’s customer cost analysis that does not include the cost of
mains shall be utilized in this proceeding; and, the Company’s customer cost analysis that
includes the cost of mains shall not be considered.

28.  That the customer charges for rate classes RS, RDS, and RC2 shall stay at
the current rate of $17.25.

29.  That the proposed customer charges for SGS1, SGS2, and SDS/LGSS
customers are approved as the proposed charges are consistent with the applicable
customer cost analysis.
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30.  That “scale back” of rates shall be proportionately applied to the new rates.

31.  That Columbia’s Weather Normalization Adjustment pilot program be
allowed to expire and no permanent WNA be put in place.

32.  That the Company’s proposal to implement a Revenue Normalization
Adjustment be denied in its entirety and thrown into the dustbin of history.

33.  That the Commission reject the Company’s proposed annual budgeted
expense claim of $300,000 for the SAP program to be recovered from ratepayers’ bills
using the USP rider.

34.  That no increase in the budgeted LIURP amount be approved in this base
rate proceeding.

35.  That no increase to the Company’s contribution to its Hardship Fund be
approved in this base rate proceeding.

36.  That the Company’s proposal for its Phase Il EEP be denied in its entirety.

37.  If Phase Il is approved, then there shall be a maximum annual cap on the
plan’s total administration costs (exclusive of the incentives cost) at 20% of the annual
total EEP cost with any excess administration costs to be refunded to customers through
the rider.

38.  That Columbia’s proposed Economic Development Distribution Service
(EDDS) rate class be disallowed in its entirety.

39.  That the Company implement a pilot program utilizing SRMD methane
detectors in a region where Columbia has risky pipe for the installation of 500 to 1000
SRMDs.
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