
PUBLIC SERVICE COMMISSION

OF WEST VIRGINIA

CHARLESTON

At a session of the PUBLIC SERVICE COMMISSION OF WEST VIRGINIA

in the City of Charleston on the 17‘ day of December 2025.

CASE NO. 25-0688-G-390P

MOUNTAINEER GAS COMPANY

Infrastructure Replacement and Expansion Program

Filing for 2026

COMMISSION ORDER

The Commission accepts the Joint Stipulation and Agreement for Settlement

(Joint Stipulation) and approves the proposed one-year 2026 Infrastructure and

Replacement Program (IREP) revenue requirement and rates for Mountaineer

Gas Company (Mountaineer or Company) effective January 1, 2026.

BACKGROUND

On July 31, 2025, pursuant to W. Va. Code § 24-2-1k, Mountaineer filed an

application to adjust gas service rates related to its 2026 IREP (Application). In

support of its Application, Mountaineer provided direct testimony of Scott F. Klemm

and Thomas D. Westfall, with supporting exhibits.

Mountaineer indicated that it plans to increase IREP rates by approximately

$5,239,000, effective for service on and after January 1, 2026.1 The Company
proposed to invest $445 million for infrastructure replacement and system

upgrades during the five-year period of 2026 through 2030, including $77 million

in 2026.2

On August 11, 2025, the Commission Consumer Advocate Division (CAD)

filed a Petition to Intervene (CAD Petition).

On September 4, 2025, Commission Staff (Staff) filed its Initial

Memorandum.

1 Initial Joint Staff Memorandum (Initial Memorandum) at p. 1, September 4, 2025.

2 Application at Bates 8, July 31, 2025.



In its September 23, 2025, Procedural Order, the Commission granted the

CAD Petition, established a procedural schedule, and required the Company to

publish notice of the Application and November 14, 2025, evidentiary hearing.

On November 13, 2025, Mountaineer filed a Joint Stipulation and advised

that the Joint Stipulation was between Mountaineer and Staff (Settling Parties).

The CAD elected not to join the Joint Stipulation. Mountaineer requested the

Commission cancel the hearing and represented that the CAD and Staff agreed

with Mountaineer’s request to cancel the hearing.

The Commission held the hearing, as scheduled, on November 14, 2025, to

allow the Company to call a witness to give an overview of the terms of the Joint

Stipulation.

The Commission received four letters of protest in the matter.

DISCUSSION

West Virginia Code § 24-2-1k, which became effective on June 11, 2015,

authorizes the Commission to approve expedited cost recovery for projects to

replace, upgrade, and expand natural gas utility infrastructure that is deemed just

and reasonable and in the public interest. Upon notice and hearing, the

Commission shall approve the infrastructure program and allow expedited

recovery of costs related to the expenditures if the Commission finds that the

expenditures and the associated rate requirements are just, reasonable, not

contrary to the public interest and will allow for the provision and maintenance of

adequate, efficient, safe, reliable and reasonably priced natural gas service.°

The Commission reviewed Mountaineer’s Application and related exhibits,

the prepared testimony and exhibits of Mountaineer and Staff witnesses, and the

Joint Stipulation and exhibits. The Commission admitted the Application, prepared

testimony and associated exhibits, and the Joint Stipulation and associated

exhibits thereto into the record during the November 14, 2025, hearing.

Company Prepared Testimony

In support of Mountaineer’s 2026 IREP Application, the Company filed direct

testimony of Scott F. Klemm and Thomas D. Westfall.

3 W. Va. Code § 24-2-1k(e).
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Mr. Klemm’s testimony explained the Company’s development of the 2026

IREP Rate Component and supports Attachments A and B of his testimony. He

identified the capital structure on which the 2026 IREP Rate Component is based,

described the revenue requirement build-up and the calculation of the 2024 True-

Up, and addressed the billing components used to develop the revised tariff sheet

for the 2026 IREP Rate Component.*

Mr. Westfall’s testimony recounted the development of the Company’s

distribution systems and explained how the increased level of infrastructure

investment under SB390 will improve those systems. He also discussed the

prioritization of infrastructure investments, the capital the Company intends to

invest as reflected in the 5-year IREP plan, and the types of physical facilities the

Company will install and replace.°

Staff Prepared Testimony

Staff filed prepared testimony of Daniel Egnatoff, a Technical Analyst for the

Commission and Nathan Crouch, Utilities Analyst in the Commission’s Utilities

Division. Mr. Egnatoff testified that he found the Company’s proposals to be

reasonable and testified that Staff has no concerns from an engineering

standpoint. Mr. Crouch testified that the Commission should approve the Staff

recommended rates and approve Staff's calculated revenue requirement. Staff

removed $5,330,954 in 2024 capital investments related to work order 2022017

labeled as West Side Outage, Charleston (West Side Outage).’ At the time of filing
its direct testimony, Staff disagreed with the Company’s position that the

$5,330,954 in 2024 capital investments should be included in the instant case

because these investments are part of a pending lawsuit.2 The removal of the

$5,330,954 also resulted in a variance in Mountaineer’s over/under-recovery for

the 2024 historical period.°

4 Scott F. Klemm Direct Testimony.

5 Thomas D. Westfall Direct Testimony (TDW-D).

§ Daniel Egnatoff Direct Testimony at Bates 52.

7 Nathan S. Crouch Direct Testimony (NSC-D) at Bates 11.

8 Id. at Bates 12.

9 |d. at Bates 13.
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Joint Stipulation

The Settling Parties filed the Joint Stipulation on November 13, 2025, as a

comprehensive settlement of the Company’s pending Application. During the

November 14, 2025, evidentiary hearing, Mountaineer’s witness, Mr. Westfall,

went over the terms of the Joint Stipulation."°

The Settling Parties recommended that the Commission approve the Joint

Stipulation without modification, thereby approving the Company’s 2026 IREP and

authorizing a cumulative revenue requirement of $23,796,976 as set forth on

Exhibit A of the Joint Stipulation.’ Staff accepted the Company’s $5,330,964 in

capital investment in mains relating to the West Side Outage to be included in the

Company’s 2024 IREP eligible plant investments and included in the determination

of the 2026 IREP rates.'* The Settling Parties specifically agreed to terms relating

to the unique circumstances of the West Side Outage and the $5,330,964 in

investments made as a result of the West Side Outage.'* Staff agreed that the

Joint Stipulation represented a fair and reasonable agreement."

The CAD Position

The CAD elected not to join the Joint Stipulation. During the November 14,

2025, hearing, the CAD voiced its concerns regarding the Company’s lack of any

breakdown of the work related to the West Side Outage. Instead, the Company

had the $5,330,964 for the West Side Outage listed as a single line item.’* The
CAD’s position was that the Company should have recognized the $5.3 million for

the West Side Outage on the books as a regulatory asset and carry it forward until

the Company determines what insurance will cover, instead of having ratepayers

pay for it now."®

10 November 14, 2025, Transcript (Tr.) at Bates 9-16.

11 Joint Stipulation, Exhibit A at Bates 12, November 13, 2025.

12 Id. at Bates 6.

13 |d. at Bates 6-7.

14 Tr. at Bates 17.

15 |d. at Bates 19.

16 Id. at Bates 20.
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Commission Decision

In Mountaineer’s first IREP case in 2015 (Case No. 15-1256-G-390P),

Mountaineer proposed a one-year IREP investment of $14 million in 2016, the first

year of a five-year IREP plan totaling $77.2 million. Mountaineer made it clear that

the critical focus of its IREP was reducing leaks and improving safety by replacing

aging pipes and unprotected steel pipes. Mr. Westfall testified:

Aging infrastructure is a national issue, and Mountaineer is not immune

from the operational and investment challenges it creates... Through

the IREP, Mountaineer will be able to direct funding to areas where

improvements are needed, with the aim of ensuring the integrity of the

overall distribution system. . . . The West Virginia Legislature clearly

sees the need to focus on infrastructure replacement, and enacted

Senate Bill 390 (“SB390”) to provide a recovery mechanism that

supports an accelerated approach to system replacement. .. . The

largest group of assets is gas mains, and the replacement of

Mountaineer’s bare steel mains will be the largest expenditure in the

program. This is generally accomplished by replacing steel with plastic

pipe, although some specific projects will still require the use of coated

and cathodically protected steel... .1’

The initial five-year plan was subsequently modified to add investment in

plant facilities to provide new gas supply and pipeline infrastructure in the eastern

panhandle. The initial addition to the five-year plan for the eastern panhandle

project was $30 million. However, replacement of bare steel pipes remained the

largest component of the five-year plan/year plan.

In its 2016 filing, Mountaineer continued its IREP focus on reducing leaks

and making its pipelines safer by adding some older plastic pipes to its list of

needed replacements. Mr. Westfall testified:

In addition to the bare steel pipelines, some plastic pipe called Aldyl-

A, installed between 1965 and 1985 is prone to cracking and leakage,

is also targeted for replacement.'®

IREP investment was rolled into base rate revenue requirements in the 2018

base rate case. Following that base rate case, in the 2019 IREP filing, which

'7 Case No. 15-1256-G-390P, Exhibit TDW-D at p. 3-4 and p.7.

18 Case No. 16-0922-G-390P, Exhibit TDW-D at p. 6.
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effectively restarted the IREP at a near zero investment base because of the base

rate roll-in, Mountaineer upped its targets for replacement of bare steel and certain

plastic. Mr. Westfall testified that the new five-year plan exceeded $233 million,

with a continued emphasis on bare steel and other aging and leak-related line

replacements of $210 million. Mr. Westfall testified:

Mountaineer’s initial 5-year IREP plan (2016-2020) was essentially a

75-year replacement plan for all remaining bare steel. Given the

current footage of bare steel and its vintage ranging from the late

1800s to 1960s, Mountaineer believes a 75-year plan is not suitable

to sustain a safe, reliable, and efficient system. After review of several

studies conducted by other distribution companies, Mountaineer has

determined that a 20 to 30-year plan is much more appropriate.

Mountaineer will then be able to eliminate all Bare Steel pipelines

currently in its system by 2050."°

In this proceeding, six years later, Mountaineer is proposing a five-year plan

for IREP investment of $445 million, nearly eight times higher than the 2015 plan

and nearly double the 2019 plan. It appears that the replacement of bare steel and

certain plastic remains the focus of the Mountaineer plan. Of $445 million, it

appears that approximately $413 million is for pipeline-related expenditures.

Over the years prior to 2016, the Commission had used several targeted

base rate increment approaches to fund replacement or cathodic protection of bare

steel natural gas mains and service lines. The Commission is pleased that the rate

recovery approach required by SB390 has been successful in focusing attention

and Mountaineer planning on aging pipeline infrastructure that is prone to

corrosion (bare steel) and cracking (Aldyl-A plastic). We are also pleased with the

standardized format of the testimony and exhibits that Mountaineer files in each

IREP filing. That standardization makes it easier to examine the annual

Mountaineer filings and compare year-to-year IREP activity.

However, considering that the Mountaineer IREP has grown from a five-year

plan of approximately $75 million, or an average investment of $15 million per year,

to $445 million, or an average investment of $90 million per year, we will require

some additional detail documenting yearly and aggregate IREP investments and

compilation of the revenue requirements of the IREP. We will also describe the

content and formatting for standardized schedules that will show certain pipeline

replacement and IREP related information on a historical basis in each IREP filing.

We have determined that the information requested in the format requested will be

18 Case No. 19-0709-G-390P, TWD-D at p. 5-6.
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enlightening and help the Commission, Legislature, and the customers of

Mountaineer to understand the extent to which the requirements of SB390, and

the findings and direction of the Legislature are impacting Mountaineer’s level of

investment, rate base, growth in revenue requirements and rates.”°

The schedules that Mountaineer are required to file are:

e Total miles of bare-steel pipe as of December 31 each year from 2015 through

2025. This information should detail the pipe by diameter and service area.

e Total miles of Aldyl-A plastic pipe as of December 31 each year from 2016

through 2025. This information should detail the Aldyl-A plastic pipe by diameter

and service area.

o Annual information should be shown in columns beginning with 2016 and

continuing progressively to 2025.

o Data should be rounded to the nearest mile, without decimals.

o Column headings should be repeated on each page (if rows cover

multiple pages) and the scale, font and margins of each page should be

the same so that the columns will match.

o Ten years may be shown on one page using Arial 10 font. The future

additional years may be printed on a vertically split page. In such case,

row titles should be repeated on each page, and the scale, font and

margins of each page should be the same so that the rows will match.

Following is an example of the formatting described above — with example data:

20 A comprehensive program of replacing, upgrading and expanding infrastructure by natural gas utilities at

reasonable cost to ratepayers will benefit the customers of the natural gas utilities, the public in West
Virginia and the economy of the state, as a whole. W. Va. Code §24-2-1k (a)(5).
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