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ORIGINAL OF TRANSCRIPT

BEFORE THE PUBLIC UTILITIES COMMISSION OF OHIO

IN THE MATTER OF THE
APPLICATION OF THE
EAST OHIO GAS COMPANY

SER AL

=
D/B/A DOMINION EAST OHIO ‘:é %
FOR AUTHORITY TO INCREASE -5 = ¢
™~ e
RATES FOR ITS GAS | C v 2
s <
DISTRIBUTION SERVICE o 2 =
Case No. 07-829-GA-AIR T

DEPOSITION OF WILLIAM ARMSTRONG
Taken on Tuesday, June 17, 2008 at 8:33 a.m.

At the law offices of:
Jones Day
North Point Tower
901 Lakeside Avenue
Cleveland, Ohio 44114

Before Nancy Geiger, a Registered Professional Reporter

and Notary Public in and for the State of Ohio

GCefaratti Group ueewr,  rmctomen o

Cleveland: 4608 St Clair Avenue, Cleveland, Ohic 44103 « 216,696.1161
THE LITIGATION SUPPORT COMPANY Alcron: One Cascade Plaza, Suite 150, Akron, Obio 44308 * 330.253.8119

Court Reporting * Video Conferencing * Legal Video Production - Investigations
Claims Services - Process Service » Record Retrieval - Document Management - Trial Graphics


http://wvnv.cefgroup.com

-t

© v @w ~N ® ¢ B W N

—_— b
—

13
14
15
16
17
18
19
20
21
22
23
24
25

APPEARANCES:

On behalf of the Office of the Ohio
Consumers’ Counsel:
Office of the Ohio Consumers’
Counsel, by
LARRY §. SAUER, ESQ.
BRUCE HAYES, ESQ.
GREGORY J. POULOS, ESQ.
(via telephone)
10 West Broad Street
Suite 1800
Columbus, Ohio 43215-3485
614-466-8574
saunuer@occ.state.oh.us
On behalf of Dominion East Ohio:
Jones Day, by
DAVID A. KUTIK, ESQ.
North Point Tower
901 Lakeside Avenue
Cleveland, Ohioc 44114
216-586-39309

dakutik@jonesday.com
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Jones‘Day, by
ANDREW J. CAMPBELL, ESQ. 'ﬁg
(via telephone)
325 John H. McConnell Boulevard
Suite 600
Columbus, Ohio 43215
614-465-29239
Cn behalf of the Attorney General's
Office:
Attorney General’s Office
Publi¢ Utilicies Secticon, by
STEPHEN REILLY, ESQ.
ANNE HAMMERSTEIN, ESQ.

STEVE PUICIN, ESOQ.

BARBARZA BOSARD, ESQ.

PETER BAKER, ESQ.

CHARLES LOUTENHIZER, ESQ.

{via telephone)

180 East Broad Street

9th Floor

Columbug, Ohio 43215
6l14-466-439°5
stephen.reillyepuc.state.oh.us

anne.hammerstein@puc.state.oh.us
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1 ALSO PRESENT:
} 2 Trevor Roycroft,
3 Consultant to the Office of the
4 OQhio Consumers’ Counsel
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WILLIAM ARMSTRONG, of lawful age,
called for exawmination, being by me
first duly sworn, as hereinafter
certified, deposed and said as
follows:

EXAMINATION OF WILLTAM ARMSTRONG
BY-MR.SAUER:

Q. Good morning, Mr. Armstrong.
Again, my name is Larry Sauer and I’'’m
with the 0Office of the Ohio Consumers'
Counsel.

Have you had your deposition

taken before?

A Yes.
Q. Then yvyou're generally
familiar with how these things go. As

you can see, there’s a court reporter
taking down the gquestions I ask and the
answers that you give. Try to -- this
is a little more difficult because we’'re
not in the same room‘together, S50 we're
trying to do this over the telephone
which complicateé things a little bit.
But I’11 try to not talk over yoﬁ and

let you answer your questions fully.
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1 And if you could do so with yes or no
_%a 2 answers instead of um-hums on uh-huhs
3 because those are difficult for the
4 court reporter to transcribe and for us
5 to read later when we're going through
6 the deposition.
7 If I ask you a gquestion and you
8 don’t understand it, just ask me to
9 clarify it. If you answer the guestion,
10 I"1l assume that you understood the
11 gquestion as it was asked. If your
12 counsel objects to a gquestion, you're
13 still'required to answer the guestion
14 unless he specifically instructs you not
15 to. If you need to take a break, just
16 let me know and we’ll take a break. I
17 just ask that if there;s a gquestion
18 pending that you answer the gquestion and
19 then we’ll break. Do you have any
20 guestionsg?
21 A. No.
22 Q. Okay. Then we’ll get
23 started. Are you with Dominion East
24 Ohio?
25 A. No

»
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Q. Whe are you with, sir?

A . I am with Dominion Virginia
Power.

Q. Dominion Virginia Power. And
are you familiar with the Dominion East
Ohio rate case that’s pending right now,
it's Case Number 07-829-GA-AIR?

A. Could you be more sgpecific?

Q. Have you filed any testimony
in that rate case?

A. No.

Q. Are you familiar with the
company’s requests for recovery of costs
associated with their advanced meter
reading proegram?

A. Could you be more specific
please?

Q. Are you aware that the
company is asking for cost recovery of
costs associated with deployment of
advanced meter reading devices in their
current rate case?

A, Yes.

Q. Can you explain what the

advanced meter reading deployment

*
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1 program ia?

2 A. Can you be more specific?

3 Q. Instead of advanced meter

4 reading, I'm just going to use the term

5 AMR, is that agreeable with you, sir?

6 A, Yes. But could you repeat

7 the gquestion?

8 Q. Yes. I will do that.

9 MR. KUTIX: When vou say

10 advanced, let me just break in here,

11 when you say advanced, do you mean

12 automated?

13 A. Automated meter reading, yes.
Q. And what are the automated

15 meter reading devices, sir?

16 A, Can you rephrase your

17 gquestion?

18 Q. What is your understanding of
19 what an AMR device is?

20 A. BAn AMR device is a device

21 that can be attached in this case to a
22 gas meter that would record the

23 consumption on that meter and throcugh
24 varicus means relay that information to
25 a collecting unit.

L 4
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Q. And Dominion East Ohio is
proposing to install these AMR devices
on certain meters in their service
territory, are they not?

A. Yes.

Q. And can you explain the
extent to which the DEQO is proposing to
install these AMR devices in their
gservice territory?

A. We are proposing to install
a system-wide deployment of AMR devices.

Q. And over what period of time
have you been involved with DEO's AMR
program?

A. Since January of 2006.

Q. Were you involved in a
similar program at Dominion Virginia?

A Yes.

Q. And when was that program
rolled out?

A. That program was rolled out
beginning January of 2003.

Q. And was that for -- did that
program entail installing AMR devices on

gas meters in Dominion Virginia

G CEfaratti Group 1.800,694.4787 - www.cefgroup.com
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1 territory?®
2 A. No.
3 Q. Did that program just involve
4 installing AMR devices on electric
5 meters in Dominion Virginia territory?
6 A, Yes.
7 Q. And was that a full
8 deployment in Dowminion Virginia
9 territory as well?
10 A. No.
11 Q. What was the deployment in
12 Dominion Virginia?
13 A. The deployment in Dominion
14 Virginia was on all but 150,000 electric
15 meters.
16 Q. How many AMR devices were
17 installed in Virginia Dominion
18 territory?
19 A. Approximately 2.2 million.
20 Q. What was it about the
21 150,000 that they didn’t install AMR
22 devices that left that group out of the
23 deployment?
24 A. The 150,000 meters not
25 included in that deployment are high-end

& .
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electric meters typically for our larger
customers. The AMR deployment
technology utilized for the 2 --
approximately 2.2 million customers did
not apply, in othef wcrds, was not‘
technically feasible for those 150,000
customers due to the nature of the
electric meter.

Q. Did Dominioeon Virginia install
the same AMR devices on all the 2.2
million customers that were included in

the deployment?

MR. KUTIK: You mean the same
type?

Q. The same type, yes.

A No.

Q. What were the different types
of AMR devices that were installed in
Dominion virginia?z

A, It’'s basicaily the same
device. There were some devices that
had a higher power frequency output to
transmit the information, €0 there were
-- I cannot remember the number, but

there were a3 number of higher powered

cef ar atti Grou 1.800.694.4757 » www.cefgroup.carm
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12

devices installed at specific locaticns.

Q. Did the AMR devices that
were installed in Dominion Virginia have
the same capability as the AMR devices
that are being proposed by Dominion East
Ohio? |

MR. KUTIK: Objection.

A. Can vou read that guestion
back, please.

{Record read.)

A, No.

Q. Can you explain what some of
the differences are between the devices
that were actually installed in Dominion
Virginia Power in comparison to the
devices that DEQO is8 proposing to install

in this cage?

A. Yes.
Q. Please do s0.
A. The main difference, the

devices installed at Dominion Virginia
Power on electric meters were, excuse
me, pardon me -- let me take a drink of
water -- the devices installed on

Dominion Virginia Power are powered by

cefa r atti G rou 1.800.694.4787 « www.cefgroup.com
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13
the company side of the power going to

a4 customer’'s premise. The devices
deployed and planned to be deployed for
Dominion East Ohio are powered by
battery.

Q. Okay. Do they have the same
capabilities, for instance, Dominion
Virginia Power, is there just one-way
communication ability or is there twoe
way, what would the devices do?

MR. KUTIK: Objection. Compound.

A Could you rephrase the
question please?

Q. Sure. The AMR devices
installed in Dominion Virginia Power do
they have two-way communication
capabilities?

A, No.

Q. Do the devices proposed to
be instailed in Dominioen East Ohio
territory, will those have two-way
communication capabilities?

A No.

Q. 8o other than the methods by

which the devices are powered, do they

@
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14
have essentially the same capabilities?

A . Yes.

Q. Are they similarly priced?

A. No. |

MR. KUTIK: Objection.

Q. Mr. Armstrong, what’s your
position with Dominion Virginia Power?

A, Manager of metering services.

Q. And other than your
involvement with the AMR in Ohio and in
Virginia, is there anywhere else on the
Dominion system where you‘ve been
involved in the installation of AMR
devices?

A No,.

Q. And I believe you said in
Dominion Virginia territory the roll out
for the AMR devices began in January of
03, is that correct?

A . Yes.

Q. And how long did that
deployment take in Virginia?

A, Three and a half years.

Q. I believe you said your

involvement with the Ohio, Dominicn East

Clavetand: 4508 St.Clalr Avenue, Cleveland, Ohio 44103 - 216.696.1 161
THE LITIGATION SUPPORT COMPANY  Akron: One Cascade Plaza, Suite 150, Akron, Ohio 44308 + 330.233.8119

GCefa ratti Group s mstymson

Court Reporting - Videa Conferencing * Legal Video Production - investigations
Claims Sorvices - Process Service » Record Retrieval » Document Management - Trial Graphics


http://www.cefgroup.com

ek

[ T S S S T T - T
c © W ~N O AW NN = O g o NNk, W N

M
-

22
23
24
25

Chio AMR depléyment program began in
January of 06, is that correct?

A Yes.

Q. 2And have you been involved
cn a consistent basis throughout the
development of the AMR program in Qhio?

MR. KUTIK: Objection.

A. Could you rephrase the
gquestion?

Q. What has your involvement
been with the AMR program since January
cof 067

A, My involvement with the AMR
program consisted of participating on a
team to select the technology,
participating on a team to develop the
business case and participation on a
team to plan the deployment.

Q. And would your involvement
with the deployment in Ohio, in other
words, the participation of the team to
select the technology, similar to what
vyou did in Virginiar

A. Could you clarify that

gquestion please?

15

°
1.800.694.4787 + www
(; Cefaratti Group L o e on - scsm e

THE LITIGATION SUPPORT COMPANY  Akron: One Cascade Plaza, Suite 150, Akron, Ohic 44308 - 330.253.8119

Court Reporting ~Video Conferancing « Legal Video Praduction = Investigations
Claims Sarvices « Process Sarvice « Record Retrieval * Document Management » Trial Graphics




—

© @ o N o g s W N

[\ [\*] Mo [\ n n -t - — 'y Y 'y it — — e
(4] A W N - o [{a] o] ~{ o W - [#2) M -t

16
Q. When DEO, when Virginia

Dominion deployed the AMR devices in
their service territory, were you on a
team to select the technology?

A, Yes.

Q. Were you also on a team to
develop the business case?

A Yes,

Q. And were you also on a plan
-- on a team to plan the deployment in

Virginia?

A Yeg,
0. Were you involved in Virginia
in deployment -- were there any other

areas of involvement in Virginia that
you had with the deployment of AMR
devices that you didn’t have in Ohio?

A . Can you please repeat that?

MR. SAUER: Can I have the
gquestion reread please?

(Record read.)

A. No.

Q. Mr. Armstrong, has DEO used
an outside consultant to help with the

analyeis and program deployment in Ohio?

[ ]
00, K 3
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17
A. No.

Q. Did Dominion Virginia use a
consultant to help with their analysis
or program deployment?

A. Yes.

Q. Who was the consultant that
Virginia Dominion used?

A. Accenture.

Q. What was the consultant's
role in Virginiav

A. The consultant’s role in
Virginia was to assist with the business
case and assist with the inmnitial
deployment plan.

Q. What was the reason for not
bringing a consultant to assist with the
deployment in Ohio?

A, Could vyou be more specific?

Q. Well, let me ask it this
way. Did the team that you were
participating in in the Virgimnia
deployment, was it a team recommendation
to bring a consgsultant in to agsgigt with
the deployment?

A, No.

THE LITIGATION SUPPORT COMPANY  Akron: One Cascade Plazs, Suite 150, Akron, Ohio 44308 » 330.253.8119
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18
Q. Was the consultant just part

of the team in Virginia from the outset?

A, Can you rephrase that?

Q. When the Virginia AMR
deployment began, were you on the team
from the very beginning?

A, Yes.

Q. And was there a consultant
on that team from the very beginning?

A. No.

Q. S0 in the Virginia
deployment, how did it come to be that
a consultant was retained to assist with
that deployment?

A. Senior management determined
that a consultant would add speed and
value to the deployment.

Q. Were you on the DEO AMR
deployment team from the very beginningé

A Yes.

Q. And was there discusslion to
-- whether or not a consultant was
needed for the Ohio deployment?

A. No.

Q. So based on the lessons

.
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19
learned from the Virginia depleoyment,

was there a determination that a
consultant would not add need or value
for the Ohio deployment?

MR. KUTIK: Objection.

A Can you rephrase the
question?

Q. You setated that management in
Virginia decided that a consultant would
add need or value I believe you said?

MR. XKUTIK: He actually said
speed,

Q. Speed, I'm sorry. Speed and
value to the Virginia deployment. Was
the determination made in Ohio that a
consultant would not add speed or value
to that deployment?

A. No.

Q. Mr. Armstrong, which -- of
the devices that were installed in
Virginia, who is the manufacturer of the
AMRS8?

A, The manufacturer of the

devices in Virginia was a company called

Itron.

_ |
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MR. KUTIK: Spell that for the

court reporter.

A. I TR O N, as in Nancy.

Q. And Itroen is the manufacturer
of AMR devices that DEO is considering
tor Ohio deployment as well?

A. Yes.

Q. I"m sorry, Mr. Armstrong, I
didn't hear an answer to the last
gquestion.

MR. KUTIK: He answered.

Q. Did you hear the guestion?
MR. KUTIK: He answered ves.
Q. Ckay. Is DEO considering

any other AMR devices for deployment in
Ohio other than the Itron?

MR. KUTIK: Objection.

A No.,

Q Was that no?

A. That was no.

Q Mr. Armstrong, can you
explain how DEQ or, ves, DEO utilizes a
business case to analyze an investment
decision such as the AMR deployment?

MR. KUTIK: Can you read the

L
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question please.

(Record read.)

A. Can you be more specific
please?

Q. Sure. You said you
participated in a team to develop the
business case, both in Virginia and

Ohio, is that correct?

A. Yes.

Q. And what was your involvement
in the development of the -- well, let
me ask you this. Were the business

cases essgentially the same between those
two deployments?

MR. KUTIK: Objection.

A. Can you rephrase the guestion
or be more specific?

Q. How did yvyou develop the
business case for the Ohioc deployment?

| A, Could you please be more

specific?

Q. I'm sorry, sir, could you
repeat that?

A. Could you please be more

specific?

. |
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1 Q. How did you develop the
2 business case for the AMR deployment in
3 Ohio?
4 A . Could vou read back that
5 gquestion compared to the previous
6 guestion?
7 MR. KUTIK: It was the same
8 question, but go ahead. |
9 {Record read.)
10 A. Could you be more specific
11 please?
12 Q. Mr. Armstrong, were you
13 involved in the development of the
14 business case for the Ohio deployment?
15 A. Yes.
i6 Q. What was your involvement in
17 the development of that business case?
18 A, My involvement on the
19 development of the business case was on
20 the team to look at technology, on a
21 team to look at potential or projected
22 costs and savings, and on a team to
23 look at projected deployment.
24 Q. So your role in this teamn
25 was -- part of your role was to develop

i} 1 B00.604,4757  www.cef
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the business case you just said,

correct?

Af Yes.

Q. Can you tell me what is a
business case?

A. A business case is an
analysis of the costs, deployment
timeline associated with that, those
costs and savings assocciated with the
proposed technology over a timeline with
various financial measures applied.

Q. Mr. Armstrong, do you have a
background in finance?

A. Could you be more specific?

Q. Do you have a degree 1in
finance?

A, No.

Q. Do you have a degree in
business?

A Yes.

Q. And what is that degree,
sir?

A. Master of Business
Administration.

Q. So you've taken finance

T 1.800.694.4787 « cef
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1 classes?

2 A. Yes.

3 Q. Can you tell me under what
4 circumstances does Dominion utilize,

5 yes, utilize business case analysis?

6 A, Could you be more specific?
7 0. Yes. Is there 1like a

B8 threshold investment that requires the
9 company to undertake a business case
10 analysis?

11 A. I do not know a specific

12 threshold.

13 Q. You stated that on the team

you participated in Virginia you did a

—_
F-9

15 business case there, correct?

16 A. Yes.

17 Q. And was the invesgtment in
18 ~virginia equal to the investment that
19 DEO is proposing for AMR deployment in
20 Ohio?

21 A Can you read that guestion
22 back to me please?

23 (Record read.)

24 A. No.

25 Q. Was it greater than?

. .
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G cefa rattl G rou p llweh:::‘w S‘: Clair Ave:’ue. Cleveland, Ohio 44103 « 216.696.1161

THE LITIGATION SUPPORT COMPANY Akron: One Cascade Plaza, Sulte 150, Akron, Ohio 44308 » 330.253.8119

Court Reporting « Video Canferencing + Legal Video Production « Invastigations
Claims Services « Process Service « Record Retrieval + Document Management - Trial Graphlcs


http://www.cefgroup.com

—h

O © w ~N ot b W N

T T . T Y S S O S S S T
agmmﬂomm-\laﬁmhmm-ﬁ

23

A. CCan you be more specific
please?

Q. How much did Dowminion
Virginia spend on their AMR deployment
-- how much did Deominion Virginia spend
on their AMR deployment in Virginia?z

MR. KUTIK: Is that a
confidential piece of information?

A. I believe that’'s a
confidential piece of information.

MR. KUTIK: All right. 50 I'11
object and instruct you not to answer.

Q. The business case that your
team prepared for the DEO deployment,
was that done internally?

A, Can you be mofe specific?

Q. Who prepared the business
case analysis for the deployment in
Ohio?

A. Members of the DEC AMR
project team;

MR. SAUER: Mr. Kutik, I have
sent some documents last evening and
then this morning, I sent an

applicaticn. Did yeou receive those?

H 800.604.4787 efgroup.com
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1 MR. KUTIK: I did.
2 MR. SAUER: I wonder if we might
3 have marked as Deposition Exhibit 1 the
4 application in Case Number
5 06-1453-GA-UNC, do you have that
6 decument?
7 MR. KUTIK: Yesa. While we're
8 doing that, the witness needs to take a
9 personal comfort break so we’ll break
10 for a minute or two and we’'ll get right
11 back to you while we're marking the
12 document.
13 MR . SAUER: Great.
14 (Recess taken.)
15 - - - - -
16 {Thereupon, Deposition
17 Exhibit-1 was marked for
18 purposes of identification.)
19 - - - - -
20 Q. You've marked as Deposition
21 Exhibit Number 1 the nine page
22 application, do you have that in front
23 of you, Mr. Armstrong?
24 A. Yes.
25 Q. oOkay. Have ycou seen this

-
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document before, sir?

A, Yes.

Q. Okay. Did you participate
in its preparation in any way?

A. No.

Q. Okay. Could you turn to
page 2 of the document please, sir,
specifically a provision that’'s marked
as 4A, do you see that, sir, and it
states, the AMR provides the most
cost-effective way for DEO to comply
with the MGSS on a long-term basis, do
vyou see that?

a. Yes.

Q. Okay. Can you explain what
it means by being more cost effective?

MR. KUTIK; I‘1l1l object as, A,
beyond the scope, and B, because this
witness, as the witness stated, he has
not participated in the preparation of

this document.

Q. You can answer if you know,
sir.

A I don’'t know.

Q. In the development of the

a2
800, 87
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28
business case was the AMR deployment

being cost effective, was that a
criteria in the business case?

MR, KUTIK: Objection.

A. Can you rephrase that
gquestion?

Q. In the development of the
AMR deployment in Ohio, was whether or
not the deployment was cost effective,
was that a factor in the business casge
decision?

MR. KUTIK: Objection.

A, Could yvyou please be more
specific?

Q. In the AMR deployment
business case in Ohic, was the cost
effectiveness of that deployment a
consideration?

A. Yes.

Q. And what did cost effective
mean to you?

A, Can yvyou please rephrase that
gquestion?

Q. Yes. I‘'m just trying to

understand from your perspective as a

' B00.694.4787 « www.cefgroup.com
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member of the team who was evaluating
the AMR deployment in Ohio, what did it
mean to you -- what does cost effective
mean to you?

a. Cost effective means that the
deployment meets various financial
measures.,

Q. And what are those variqus
financial measures that it must meet?

A, Net present value, internal
rate of return, and payback.

Q. When you say net present
value, can you explain what that term
means?

A. Can you be more specific?

Q. Well, when vou were
explaining what cost effective
considerations there were, you gave me
net present value, internal rate of
return, and payback, were there any
others?

A, No.

Q. A2nd how does nelt present
value correlate with cost effectiveness?

A, Net present value is an

Q
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1 analysis where you look at cost versus
2 potential savings over a time period and
3 you -; because implicitly implies money
4 and savings over time, you discecunt
5 through the net present value analysis
6 to the current state and it provides a
7 dollar figure that in its own right can
8 be used to compare investment
9 alternatives:
10 Q. 8So you're saying the net
11 present value analysis allews you to
12 look at various investment options or
13 scenarios and make a decision as to
14 which is most cost effective?
15 A. Yes.
16 Q. How does the internal rate
17 of return correlate to cost
18 effectiveness?
19 A, It is a different financial
20 measure that also can be used to compare
21 investment alternatives.
22 Q. 8So the net present value and
23 internal rate of return are tools an
24 entity can use to determine between
25 different investment options the most

i .
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cost effective option available, is that

fair?

A . Yes.

Q. And what about the payback
analysis you spoke to, how does that
correlate to cost effectiveness?

A. Payback is a third financial
locok that ¢can be used to compare
competing investments.

0. If I understood what you
told me regarding net present.value, it

was a method of analyzing the costs and

bpenefits and discounting them to -- was
it present value, is that what you told =§’
me? -

MR. KUTIK: I think he said
current state?

Q. The current state?

A. Current state meaning the
value of the investment at the moment,
today or whenever the analysis is being
conductéd.

0. And is the internal rate of
return, is that a similar type of

analysis of costs and benefits?

. . "
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MR. KUTIK: Objection.

A. Could you rephrase the
gquestion please?

Q. Yes. I’'m trying to
understand what -- sort of what the
inputs are to the internal ;ate of

return calculation.

A. There are various inputs.

Q. Cost being one of the
inputs?

A. Yes.

Q. And how about the benefits

to be derived by the investment, is that
part of the analysis?

A. Yes.

Q. Is there any other
consideration that goes into the
internal rate of return analysis?

A. No.

Q. And the payvyback analysis, diad
¥You say was you take the investment and
-- so vyou're looking primarily at the
cost in that calculation?

MR. KUTIK: Objection.

A. Could you rephrase the
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gquestion please?

Q. Yes. In a payback analysis,
are there -- is cost one of the
considerations in the calculation?

A. Yes.

Q. And what are the other
considerations that yvou locok at in that
analysis?

A. The annual savings.

Q. And in the AMR deployment in
Ohio, what were the different savings
that were being considered with that
deployment?

A. The gsavings that were
considered for that deployment were
operational savings due to the
deployment of the AMR technology.

Q. And operational savings would
include meter reading savings?

A Yes. |

Q. And associated costs with
meter reading, such as maybe automotive
or fuel or those types of things?

A. Yes.

Q. Were there other

q .
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considerations regarding sawvings?

A. Yes.

Q. And what other savings
considerations were there?

A. There were other savings
related to the work of field metering
services.

Q. What work in field metering
services could result in savings by the
AMR deployment in Ohio?

A. One specifically is a type
of work called a re-read order. A
re-read order is a customer request for
a meter reading that i3 ocutgide of the
normal meter reading cycle,

Q. So you‘re suggesting that by
the AMR technology, the meter readings
are more accurate and you have less
customer regquests for re-reads?

A, That's one henefit.

Q. Are there any other savings
items?

A. Yes.

What would those be?

A. On the re-read order, the

L]
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current state is that the field metering
service employee needs to drive to the
premise, gain access to the meter, read
the meter and to complete that work
assignment. In the AMR world, that
field service rep would just need to
drive by the premise.

Q. S0 the savings are associated
with the labor involved in accomplishing
that re-read, is that correct?

A. Yes.

Q. Any other savings that your
team identified and utilized in the

payback analysis?.

A. Yes.
Q. What would those be?
A, Savings agssocliated with the

Ohio Minimum Gas Service Standards.

Q. And what were the Ohio
Minimum Gas Service Standards that were
regsulting in cost to the company?

A, One in particular would be
the regquirement to obtain an actual
eyeball meter reading on every meter at

least one time per year.
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1 Q. And the deployment of the
2 AMR devices would alleviate the cost
3 associated with obtaining that eyeball
4 meter reading, is that true?
5 A. The Ohio Minimum Service
6 Standard allowed for a meter reading
7 obtained by an AMR device to count as
8 fulfilling that annual meter reading
9 requirement .
10 Q. And were there any other
11 savings items that your team identified
12 associated with AMR deployment?
13 A. Yen.
14 Q. And what would have those
15 gavings been?
16 A. With the deployment of AMR,
17 we would expect savings for the call
18 center.
19 Q. And how would the call
20 center realize benefits from the AﬁR
21 deploymént in terms of savings?
22 A. The call center would realize
23 overall benefit from the deployment of
24 AMR due to the fact that in the AMR
o5 state, so to speak, every customer will
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receive a meter reading every month, it‘
will be an accurate meter reading,
therefore, the number of estimated
meters would drop significantly.
Inaccurate meter readings and
consecutively estimated meters are two
sources of calls to our call center.
Therefore, by being able to provide an
accurate meter reading, a monthly meter
reading, and therefore, consecutive
estimate reduction, should translate
into reduced calls to the call center.
Q. Any other identified areas
where savings could be achieved by the

AMR deployment in Ohio?

A . Yes.
Q. What would those be?
A In the current state of what

I"ll term manual meter reading defined
as people meter readers going out daily
on meter reading routes to obtain
customer meter readings, particularly in
the environment of Northern Chio in the
winter, we have experienced slips, trips

and falls so to speak and on occasion

37
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1 meter readers who have been placed in
2 certainly uncomfortable situations, we
3 would dramatically reduce these gsafety
4 items with deployment of an AMR system.
5 Q. Any other areas where your
6 team identified savings that would be
7 associated with the AMR deployment in
8 ohio?
9 A. No.
10 Q. And were these various
11 savings items that you’'ve just listed,
12 were they consistent with the savings
13 that Dominion Virginia realized when
i4 they did their deployment of AMR?
15 MR. KUTIK: Objection,.
16 Q. For instance, in Virginia did
17 Dominion Virginia recognize savings in
18 the cperational areas that you were
19 discussing, such as meter reading?
20 MR. KUTIK: Objection.
21 A. Could you rephrase the
22 gquestion?
23 Q. Yes. In Virginia, in
24 Dominion Virginia once the deployment
25 was done in 2003 and since 2003, has

fi H 1.800.694.4787 + ,
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the company recognized savings such as
the operational savings that you spoke
to, the savings in the meter reading
department?

A. Yes.

Q. And so just field metering
services?

A, Yes. _

Q. Call center savings, did they
achieve savings in that area?

A. We believe 3o, but it's
very, very hard to measure gpecifically.

Q. And in Virginia were there
fewer Workers’ Comp or lost time
accidents?

A. Yes.

Q. When you were doing your
business case analysis in Ohio, were you
able to gquantify what the expected
savings would be as a result of the AMR
deployment in Chio?

A Could you be more specific
please?

Q. Yes. 1In Ohio as part of the

team analyzing the deployment of AMR

[ ]
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devices, did you guantify the savings to

be

meter reading costs?

savings were anticipated to be?

quantified used in developing the NPV?

anticipated savings, I think it was
field meter sexrvices regarding the
re-read issue, were those savings

included in your analysis in the NPV?

40

expected associated with reduction in

A . Yas.

Q. And do yocu recall what those

A. No.,

Q. Were the gsavings that you

A. Yes.

Q. The IRR?

4. Yes.

Q. And payback?
A. Yes.

Q. And you said that vou

A, Yes.

Q. In the IRR?

A Yes.

Q And the payback?

A Yes.

Q And do you recall, if you

G
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41
recall, can you gquantify what those

savings were?

A, No.

Q. Okavy. You said there were
savings, anticipated savings from the
Ohio MGS8S, do you recall what amount of
savings were anticipated there?

A. Yes.

Q. How much did you anticipate
to save in the Ohio MGBS8?

MR. KUTIK: I’11 object. Go
ahead.

Q. You can answer if you know,

A. We had in the business case
a range of in the mid $9 million
annually.

Q. And that savings item was

included in your NPV analysis?

A Yes.

Q. And the IRR?

A . Yesg.

Q. And pavback?

A. Yes.

Q. Was that the area that vyvou

Clevetand: 4608 St.Clair Avenue, Cleveland, Ohio 44103 - 216.696.1161
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1 had anticipated the greatest amount of
2 gavings?
3 MR. KUTIK: OCbjection.
4 A, Could you rephrase the
5 guestion?
6 Q. Yes. Looking at the
7 different itemg that you’'ve listed, the
8 operational savings or the field meter
9 services savings or the savings frdm the
10 Ohio MGSS or the call center savings or
11 the employee incident savings, you've
12 listed several of‘them, I‘m trying to
13 get a sense as whether your team
14 anticipated savings from -- regarding
15 the Ohioc MGSS would be the greatest of
16 the savings to be anticipated?
17 MR. KUTIK: I'1l object because
18 it agsumes that that‘s a separate item
19 from the other things.
20 If you can answer the guestion,
21 go ahead.
22 A. Can you read the guestion
23 back to me please?
24 (Record read.)
25 MR. KUTIK: So the question is

- .
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would the savings, anticipated savings

from the Ohio Minimum Gas Service (45
Standards be greater than any of the
other items, is that your guestion?
Counsel?

MR. SAURR: Yes. That was the
gquestion.

MR. KUTIK: Note my objection.

A. The way I would answer this
question is going into the business case
for AMR, I don’'t believe we anticipated
any specific savings, you know, one
versus another or what the magnitude
would be. It was cnly after the (%’
analysgais then did it reveal itself. j

Q. And with the hindsight that
you have based on the information that
came to light through the business case
anaiysis, I was just trying to get a’
sense as to where the different items
that you listed, where the MGSS fell in
terms of anticipated savings.

MR. KUTIK: Well, do you want to

ask him a gquestion?

Q. You listed several items

.
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1 regarding the savings, sir, we jﬁét kind
2 cf ticked them off, coperational savings,
3 savings from Ohio MGSS. Let’'s go on,
4 call center, you identified there were
5 savings, did you include those savings
6 in your NPV analysis?
7 A. No.
8 Q. And why noté
9 A. We felt they were too hard
10 to gquantify exactly.
11 Q. And what ie it about those
12 savings that made them hard to guantify?
13 A. We don’'t have a specific
14 accounting mechanism per se to track
15 savingsa related to AMR in an exact
16 fashion or even in an inexact fashipn.
17 Q. Does the call center
18 currently tréck how many calls they
18 receive?
20 A. Yes.
21 Q. Do they track the nature of
22 the calls they receive?
23 A. I don‘t know.
24 Q. 8o the fact that meters are
25 being read more accurately, it’s only

. .
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speculation on your part that the call

level would'go down?

A Yes.
Q. Are you not aware or are you
aware, let me ask it that way. Are you

aware 1f the call center maintains
statistics on calls, the nature of calls
that they receive?

A. I am not aware.

Q. Are you aware that in
discovery the company has supplied data
regarding call center savings?

MR. KUTIK: Objection.
Mischaracterizes the documents.

You can answer if you know.

A. Can yvyou read back the
gquestion please?

(Record read.)

A, Yes.

Q. And do you recall what the
items identified as savings were?

A. Those were estimated savings
fecr the call center.

Q. And do you recall

specifically what type of savings were

Q

[ ]
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1 anticipated or estimated?
2 A:. Yes.
3 Q. And can you tell me what
4 those were?
5 A. The bottom line saving that
6 I recall was a number of fullAtimé
7 equivalents that equal ten.
8 Q. Did you say, I'm sorry, did
8 you say a full-time eqguivalent équaling
10 ten?
11 A. The number that I recall was
12 a savings of ten full-time egquivalent
13 call center agents.
14 Q. Were these savings identified
15 over a course of-time?
16 MR. KUTIK: Objection.
17 A. Could you rephrase the
18 guestion please?
19 Q. Yes. Did the estimated
20 savings, were those achieved over a
21 number of years?
22 A. I don’t know.
23 Q. Werae the estimated savings
24 dependent on the investment decision
25 Dominicn made regarding the AMR

: 1,800, + www.cefgroi
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deployment?

A. Could you please be more
specific?

Q. Yes. Were the savings
estimate that you are speaking to., for
example, the full-time eguivalent of
ten, was that dependent on whether
Dominion -- was fhat based upon Dominion
doing the full AMR deployment?

A. Yes.

Q. And was Dominion considering
other deployment scenarios?

A, Can you be more specific
please?

Q. Begsides deployment of AMR
devices on every meter, was Dominion
considering other deployment scenarios?

A. Yes.

Q. And what were some of those
scenarios?

A. One scenario -- well, the
full deployment scenario was one. A
second scenario involved deployment of
AMR devices on inside meters plus on

meter reading routes that had 50 percent

H 1.800,604.4757 + www.cef
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1 ocutside meters. And a third scenario
i?} 2 was deployment with a different
. 3 technology than Itron, called a fixed
4 network.
5 MR. KUTIK: Let’'s go off the
6 record for a second.
7 (Discussion had off the record.)
8 MR. SAUER: Oké?. I was
9 wondetring if I might have marked and
10 this may be a good time to go back off
11 the record.
12 MR. KUTIK: Okay.
13 {(Discussion had off the record.})
14 - - - - -
15 (Thereupon, Deposition
16 Exhibit-2 was marked for
17 purposes of identification.})
18 L L L
19 MR. XUTIX: We have marked as
20 Exhibit 2 a document that starts
21 Dominion, It All Starts Here, and ends
22 on page 18, a deocument that’s labeled
23 Call Center Impact. We should note that
24 this document has been produced under
25 the protective agreement in this case.

[ ]
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19
20
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22
23
24
25

My understanding is Staff has agreed to
abide by the protective agreement that
was reached with Blueridge and any
testimony with respect to this document
will be deemed confidential pursuant to
these agreaments.

MR. REILLY: Hello. Hello.

MR. KUTIK: Yes.

MR. REILLY: Hello. Thisg is
Steve Reilly from Staff, can you hear
me?

MR. KUTIK: Yes.

MR. SAUER: Yes.

MR. REILLY: okavy. Just a
couple of corrections before we go much
further here. Anne Hammersgtein and I
were the ones originally on the call,
but since it’s been going on, Steve
Puicin and Barbara Bosard apparently
have come in the room.

Another thing more importantly,
on the confidential porticon of this,
what Staff has always told everybody is
that we are bound by statute, those

statutes I think everybody on this call

9

-
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1 knows and those are the things that
2 apply with regard to our
3 confidentiality. We haven’t seen nor
4 "have we agreed to any private documents
5 regarding confidentiality. Our -- that
6 which binds the Staff is laid out by
7 statute and is fairly severe 1f it is
8 breached. That has been acceptable to
9 everybody all along in this case as far
10 as I know and has been acceptable to
11 everybody in every other rate case that
12 I'm aware of or that other people have
13 told me about.
14 Is there some misunderstanding
15 here?
16 MR. KUTIK: My understanding is
17 that you advisgsed our team that yvou would
18 abide by the provisions of the
19 confidentiality agreement with Blueridge
20 and maintain our documents
21 confidentially --
22 MR. REILLY: Ycu have been
23 given - -
24 MR. KUTIK: Hold on a second.
25 MR. REILLY: You have been --

THE LITIGATION SUPPORT COMPANY Akron; One Cascade Plaza, Suite 150, Akron, Ohio 44308 - 3302538119
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MR. KUTIK: Let me finish.

MR. REILLY: I never_said that.

MR, XUTIK: Let me finish.
Subject to vour statutory obligations.

MR, REILLY: Wa have said that
we would --

MR. KUTIK: All right.

MR. REILLY: -- be subject to
statutory cocbligatione. Don‘t let there
be any confusion about that.

MR. KUTIK: Let’s make it easy.
We will not let this witness in this
deposition testify about confidential
information. If the Staff has any
gualms about keeping anything
confidential, go ahead.

MR. REILLY: We have agreed to
abide by our procedures with regard to
confidential information and that
included -- did you mark it
confidential, Mr. Whitt, Mr. Murphy, Mr.
Campbell are well aware of what those
procedures are.

MR. KUTIEK: I know, I am aware

and I thought I stated them correctly.

»
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1 Apparently you have a problem with that.
2 MR. REILLY: I have never seen
3 vour confidential agreement nor I've
4 never agreed te it. That’s right, I do
5 have a problem with that part of it.
6 That’s in addition. What we have said
7 all along to be very clear with
8 everybody, is that the Staff is bound
9 statutorily. Those are the rules that
10 apply to Staff. Dominion is well aware
11 of this,
12 MR. KUTIK: You’re not telling me
13 anything Irdon't know, counselor.
14 MR. REILLY: Okay. Then you
15 mischaracterized what staff had said
16 because we never said that we will be
17 bound by anybody's private agreement.
18 We have never said that to anycne.
19 MR. KUTIK: Did you not tell Mr.
20 Campbell that, was there not an exchange
21 of e-mails with respect to Mr. Murphy'’s
22 deposition documents on that subject?
23 MR. RETILLY: I‘m sorry, what?
24 Regarding what?
25 MR. KUTIK: That you folks were
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going to maintain the document that was
going to be discussed in Mr. Murphy’s
deposition, that was going to be
maintained as confidential subjéct to
the staff’s statutory obligations.

ME. REILLf: We told him that we
would comply with normal procedures, 1
think we’re talking about the gsame
thing, counsel.

MR. KUTIK: I agree.

MR. REILLY: What we said we
would do, just 8o there’s no
misunderstanding, is that we are bound,
our confidentiality requirements are
provided by statute, one.

Two, the Commission's procedure
with regard to confidential information,
with regard to information that'’s
claimed confidential, if somebody marks
gsomething confidential, the Commission
holds it as such under its procedures
unless -- until there's a request.

At that point the Commission
makes a determination under the statute

whether it is not -- whether indeed it

53
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1 is confidential. |
2 It under its current procedures,
3 provides notice to the person or the
4 gside reguesting confidentiality, that
5 that reqgquest has been made. They have
6 ability to seek protective orders or
7 whatever other things they may want to.
8 ME. KUTIK: Counsgel, and that'’'as
g my understanding of what the
10 agreement - -
" MR. REILLY: And I also point
12 out - -
13 MR. KUTIK: And that was my
14 understanding of the agreement, so why
15 are we having this discussion? Let'’s
16 move on.
17 MR. REILLY: Because I’'ve never
18 Been your agreement and you said we were
19 subject to some agreement we’ve never
20 seen.
21 The other things I point out,
22 just so there’s no misunderstanding on
23 this and I don’t expect it to ever be a
24 problem is the Commigssion will always
25 apply its current procedures. These are

. L ] .
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the current procedures that I have

outlined to you. Now I don’t think it
should be a problem. It's never been a
problem in the past, but I don’t want
there to be any mistakes about it.

MR. KUTIK: There aren’t any
mistakes, counsel.

MR. REILLY: Okay. Then we're
fine.

MR. KUTIK: All right. Let's
proceed then.

MR. REILLY: Okay.

MR. S5AUER: Mr. Kutik?

MR. KUTIK: Yes.

MR. SAUER: Do you suggest we
proceed under seal from this point
forward given the confidential nature of
the infermation within this document?

MR. KUTIK: Yes. That'’'s why 1
believe at this point to the extent
you’'re going to have discussions about
this decument, that we would treat thisg
portion of the deposition geocing forward
as confidential. And if the deposition

is going to be submitted to the

.
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1 Commission that we would do it under
2 seal pursuant to the agreement that we
3 have with vou.
4 MR. SAUER: Correct. I think
5 that’'s reasonable. Let’s move forward
6 then.
7 Q. Mr. Armstroné, do you have a
8 copy of what's been marked previously as
9 Deposition Exhibit Number 2°?
10 A. Yes.
11 Q. I'm sorry, 1 didn*'t hear
12 your answer, did you say you have seen
13 this document before?
14 A. Yes.
15 Q. Okay. Can you tell me what
16 this document is?
17 A, It'’s a PowerPoint
18 presentation.
19 Q. Okay. Eow is it you're
20 familiar with this document, sir?
21 A, I didn't hear that guestion?
22 Q. How is it that you are
23 familiar with this document?
24 A. I have seen i1t before.
25 Q. Do yvou know who prepared
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this document?

A. The AMR business case team.

Q. And if we look at the second
page on this document at the top it
says, AMR Business Case Team and lists
nine members and an adhoc¢ coclumn with

three members, is8 that correct?

A No.
Q. I'm sorry, eight members, I
can‘t count this morning. Eight members

and three adhoc members?

A. Yes.

Q. Thank you. At the very top
of the 1list it says, Bill Armstrong, 1is
that you, sir?

A. Yes.

Q. And who is Joe Patten, the
second name on the 1l1ist?

A. Joe Patten is the manager of
meter reading for Dominicon BEast Ohio.

Q0. And pPatty Gilinsky., who is
that?

A. Patty Gilinsky is a financial
analyst for Dominion Eagst 0Ohio.

Q. And Bob Metzinger?

L]
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1 A. Bob Metzinger 18 a manager

2 of field metering services for Dominion

3 East Ohio.

4 Q. And David Batson?

5 A. David Batson is a senior

6 business performance analyst for

7 Dominion Virginia Power.

8 Q. How about Rod Holmes?

9 A. Rod Holmes ig the supervisor
10 for meter engineering and planning for
11 Dominion East Ohio.

12 Q. Supervisor of meter, did you
13 say planning?

14 B. Supervisor of meter

15 engineering and planning for Dominion
16 East 0Ohio.

17 Q. ©Okay. And Abby Corbin?

18 A. Abby Corbin is manager of
19 financial services for Dominion
20 Services.

21 Q. And Xen -- I'm not sure - -
22 Opipery, is that a correct

23 pronunciation?

24 A. You've got it correct. Ken
25 Opipery, I am not sure of his exact

. B » .
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title but he in general terms is a
financial analyst working for Abby
Corbin in the Financial Services Group
for Dominion Services.

Q. And were any cof these team
members part of the Dominion Virginia
AMR deployment team?

A. Yes.

Q. And who would they have
been?

David Batson.
He's the only one?

And myself.

0 oy o w

And you, yves. The adhoc
membere that are noted here, what was
their role?

A. The role of the adhoc
members was primarily someone in certain
areas of the company that we could reach
cut and touch and get information needed
for the business case. |

Q. And Brett Crable who is on
the adhoc 1list, what’s his position?

A, At that time or at this time

of this document, he was the director of

e
i 7
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credit for Dominion Virginia Power and
for Dominion East Ohio.

Q. Did Mr. Crable serve 1in a
similar adhoc role on the Dominion
Virginia AMR deployment?

A. I'm trying to remember back

that far, I believe it was him.

0. OQkay.

a. There’'s a lot of movement of
folks.

Q. I understand. Gwen Beadles,

what was her role?

A. At the time of this document
ghe wae director of billing faor Dominion
Virginia Power and Dominion East Ohio.

Q. And again, did she play a
similar adhoc role for your Dominion
Virginia AMR deployﬁent team?

A. Yes.

Q. And Ella Hochstetler, what
was her position?

A . Ella was our adhoc member
representing the Dominion call centers.,

Q. And again, did she play a

similar adhoco role for your Dominion
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Virginia AMR deployment team?

A, No.

Q. And when was that business
case team formed, sir?

A. This case team was formed in
early 2006.

Q. And were vou the team
leader>

A. Yes.

Q. And did yvou have any
particular role in particulaf as a team
leader, any particular responsibilities
I should say?

A Could you be more specific?

Q. Did you have any
responsibilities on this team in
addition to or different from -- scratch
that.

Did you have any responsibilities
different from the other team members
because yvou were the team leader?

A. Yes.

Q. And what were those
additional responsibilities you hadv

A, Well, as team leader, I

L
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1 scheduled, arranged for and scheduled
2 meetings of the team, managed overall
3 work assignments. And by manage meaning
4 through general management practices
5 ensured that the various members of the
6 team were working towards conclusion of
7 their particular pieces. And it would
8 be my responsibility to make sure that
9 our effort to develop the business case
10 scenarios was done in a timely fashion
11 per management’s direction.
12 Q. Did you have a specific
13 deadline in which the business case had
14 to be completed?
15 A, Not specifically that I can
16 recall.,
17 Q. Did the team report to upper
18 management?
19 A, Yes,.
20 Q. and who in Dominion, Dominion
21 East Ohio's upper managemenﬁ did the
22 team report to?
23 A, There was a steering
24 committee that we reported to.
25 Q. And who was on the steering
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committee, sir?

A. Richard Walden, who Qas
director of metering services. Jeff
Murphy, Carrie Panelly, Brett Crable,
Gwen Beadles, Mike Reed. That's it.

Q. Can you tell me what Carrie
Fanelly’'s position is or was at the
time? Is it a -- is that a male or a
female, Carrie?

A, Carrie Fanelly’s position at
the time of this document was director
of call centers for both Dominion
Virginia Power and Dominion East Ohio.
Carrie Fanelly is a female.

Q. Okay. I think you told me
who Brett Crable and Gwen Beadles were,.
Mike Reed, what ig Mike’'s position?

A. At the time of the document,
Mike Reed was director of -- I'm not
sure of the exact title, but director of
field metering services.

Q. 1Is Mr. Reed in that position
for Dominion East Ohio only?

A . Yes,.

Q. And is your business case

» Y
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1 team still meeting?
3 2 A. No.
3 Q. When did the team disband?
4 A. Sometime during the first
5 gquarter of 2007.
6 Q. And between early 2006 when
7 you said the team was formed and the
8 first quarter of 2007, how many times
9 would you say your team met with the
10 steering committee?
11 . 1 cannot remember exactly.
12 Q. Was it on a set schedule?
13 A. No.
14 Q. Do you know when this
15 particular document was prepared?
16 MR. KUTIK: Well, counsel, I'1l1
17 note that I think there was -- on the
18 electronic version, I think there’'s a
19 date that does not show up on the
20 printed version, so I don‘t know if yvou
21 have the electronic version available to
22 you, but we do not.
23 MR. SAUER: I don’t here, but I
24 do recall that that was the case.
25 MR. KUTIK: But if the witness
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knows, you can obviously testify.

A. Yes. I believe it was March
of 200686.

Q. And I think that would be
congistent with the date Mr. Kutik was
referring to. Did the team -- was this
the only such document that the team
provided to -- let me ask you this.
Scratch that. Was this document
Presented to the steering committee?

A. Yes.

. And was it presented to the
sSteering committee in March of 067

A. Yes.

Q. And what did the steering
committee do with the information the
Leam proviaed in March of 067

A I don't know.

Q. Did the sBteering committee
give the team any instructions after
meeting with the team in March of '06
and being presented thisg information?

A. Could you be more specific?

Q. Following the meeting in

March of ‘06 where this information was

L
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1 presented, did the steering committee
2 give the team any instructions?
3 A. On the day of the meeting
4 with the steering committee where this
5 information was presented, the steering
6 committee did not receive any
7 instructions from the steering
8 committee.
9 Q. Well, notrnecessarily the davy
10 of thé meeting, but after the steering
11 committee had time to look at it, review
12 it and make any decisions, were there
13 any instructions that ¢ame back f£rom the
14 steering committee following - -
15 subsequent to being presented with this
16 information?
17 A. Just that the steering
18 committee was going to present relevant
19 information to senior management.
20 Q. And do you know when that
21 meeting with senior management took
22 place?
23 A. No, I do not.
24 Q. Were you or any members of
25 yvyour team present when that meeting with

' H 1.800.694.4787 » .caf
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senior management took place?

A, I was not present during
that meeting and I am not aware that
any of the AMR business case team was
present.

Q. Would have that presentation
to senior management been made by the
entire steering committee?

A. I don’t know.

Q. Following the steering
committee’s meeting with senior
management, did the steering committee
come back to your business case team
with any instructions?

A . We were informed -- I'm
jumping ahead a little bit, but we were
informed that the aggressive'businesa
case scenarios were not going to be
included.

Q. When you say aggressive
business case scenarios, can you
describe for me what made them
aggressive?

A, What made the three business

-- basically there are three business

67
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cases. And what made them aggressive,

we ran in essence a sensitivity analysis
that assumed whatever the particular
business case item was most favorable
whether it wase price, or installation
time, et cetera. So in other words, it
would be like if everything fell exactly
into a dream case scenario on every
aggresgssive item, what that business case
would look like.

Q. Was there a team leader so
to speak of the steering committee?

A. No.

Q. _And was the document that'’s
been marked as Deposition Exhibit 2, is
it the only document that was provided
to the steering committee by your
business case team?

A. No.

Q. What else was provided to
the steering committee?

A. We provided the steering
committee a monthly update on our

progress.

Q. And did you prepare that

[ ] .
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monthly update?

A . It was often done verbally.

Q. And did you do that in
conjunction with the entire team or did
you do that by yourself?

A, As the team leader, I wouid
gather input from the appropriate
members of the team to provide that.

Q. And did you provide that
information to the entire steering
committee or to qomponents of the
steering committee?

A, I provided it to components
of the steering committee.

Q. And what would be the
typical subset of the steering committee
that you would make your monthly updates
on progress? |

A To Mr. Richard Walden who
was my direct boss.

Q. Did you present anything else
to the steering committee other than the
monthly updates on progress?

A. No.

MR. KUTIK: We need to take

» .
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another break so let’s just do that.

MR. SAUER: Okay. This is a
goaod time.

(Recess taken.)

Q. Mr. Armstrong, were there any
other documents that you recall
providing to the steering committee from
your business case team?

A. No.,

Q. And what’'s been marked as
Deposition Exhibit 2, i8 thisgs the final
draft of what was presénted to the
steering committee?

A . Yes.

Q. So whatever information the
steering committee had for the executive
management, it was derived from
information that was contained in this
document?

A. I don't know.

Q. If it was informaticn that
the steering committee would have had
from your business case team, it would

have been from this document, is that

correct?

G Cefaratti Group josim mmamenen o ses sssmarre

THE LITIGATION SUPPORT COMPANY  Akron: One Cascade Plaza, Suite 150, Akron, Ohio 44308 - 330.253.8119

Court Reporting * Viden Conferencing » Legal Video Production « Investigations
Claims Sarvices » Procass Service * Record Retrieval » Document Managemant « Trial Graphics


http://330.2S3.81

—h

O o O ~N o ;m = W N

T . T 1 T 1 T S e T I R R
E&ml\)—‘o(ﬂm‘\lmm#ml\)—‘

71
a. Yes.

Q. Can you turn to page 2 of
that document, sir, it s numbered as
page 2, 1t says, Business Case - What
Has Changed, do you see that?

A. Yes.

Q. Can you tell me what
analysis was done prior to the
preparation of this document?

MR. KUTIK: ©Obijection.

A . Could you rephrase the
gquestion?

Q. In the title of this
document it says, What has changed,
changed from what?

A, There were two additicmnal
scenarios run previous to this document.

MR. SAUER: I'm sorry, can I
have that answer reread please?

{Record read.)

Q. And what were those
scenarios, sir?

A, One scenario was to deploy
AMR on premises or meters that have a

current device called a Badger or

cefa r atti G rou 1.800.694.4737 « www.cefgroup.com
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1 American Read-0-Matic device. The
2 second scenaric was a scenario that
3 included moving all current inside
4 meters to the outside of the premise and
5 then deploying AMR full deployment.
6 Q. So under the first scenario
7 vou were describing deploying AMR o©on
8 premises or meters that have a Badger or
9 American Read-0-Matic device, how many
10 AMR devices would have been deploved
1 under that scenario?
12 A, I can’'t remember exactly.
13 Q. Do you have just an
14 approximation ags to the percentage
15 compared to full deployment?
16 A. My best guess is
17 approximately 50 to 100,000 premises
18 with Badger or Read-0-Matic devices.
19 Q. And then the second involved
20 moving all current meters that were
21 ingide to the outside and then full
22 deployment of AMR, is this what you
23 said?
24 A. Yes.
25 0. And did you do a full

* .
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business case analysis on those two
scenarios?

MR. KUTIK: Objection.

A. Could you rephrase the
question?

Q. Yes. Did vou do a similar
business case analysis on those two
scenariocogs as you’ve done within this
document?

AL No.

Q. Did you present these two

gscenarios to the steering committee?

A, No.
Q. Were those two scenarios that
were -- well, let me ask you this. How

did you arrive at the two scenarios that
you mentioned?

A Could you clarify the
gquestion please?

Q. Yes. "How did the team come
to review the scenarios that you just
identified, one, being deploying the AMR
on premises or metersgs that have a Badger
or American Read-0-Matic device as being

one scenario and the second scenario

I
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moving all inside meters outside and
then full deployment of the AMR devices?

A . In analyzing our distribution
system, we could break the analysis down
inte logical subsets. The deployment to
the Badger, Read-0-Matics only was a
logical subset. Moving meters, moving
the inside meters ocoutside was also a
logical subset scenario.

Q. And if you’d move the inside
meters outside were the AMR devices
necessary anymore in order ta comply
with the Ohio MGSS rules?

AL Could you rephrase the
question please?

Q. Under the scenario number twe
you were talking about, moving all
current meters from the inside to the
outside, would DEO then be able to
comply with Ohio MG@8SS without deployment
of AMR devices?

A Yes.

Q. So when were these two
scenarios that your team was initially

thinking about, when did those first

. | |
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come to light?

MR. KUTIK: I'm sorry} what

scenarios are we talking about?

Q. The first one being the
deployment of AMR on premises, on meters
that have a Badger or American
Read-0-Matic device and the second

ecenario being moving all current meters

w0 W N g e Ww
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Erom the inside to the ocoutside and then
full AMR deployment, when were those two

scenariog first being considered by the

team?

2006 up toc no later than this

presentation.

Q. And I was going to say when
were they rejected?

A I cannot remember.

Q. Do you remember how they
were rejected?

A. Yes.

Q. How did it come that they
were rejected?

A. The installation of AMR on
just the Badger and American

A, In the period of January of

Cefaratti Group '»=os - mchoupan
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Read-0-Matic devices for those, what I
can recall 50,000 to 100,000 meters,
would be such a smali slice of the pie
and still not have us comply fully with
the Ohio Minimum Gas Service Standards,
we rejected that. The scenario where
moving all meters outside and then
deploying AMR was viewed as too costly.

Q. And when you say the
scenario of moving all inside meters to
the outside was too cosgtly, was that
after performing a net present value
analysis?

A. No.

Q. After performing an IRR

analysis?

b . No.

Q. Looking at the payback?

A . No.

Q. How was the decision made

that it was too costly?
A. The estimated cost to deploy
that option was much higher than the

three scenarios that we forwarded on.

MR. KUTIK: Let’s go off the

.
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record for a gecond.

discussging a couple of different
scenarios that your team decided not to
go forward with, how was the decision
not to go forward, who made that

decision?

by consensus.

decizsions were made, were they put to a

vote or as team leader, 1f it was a 4-4

tie,

tie?

guestion?

how the decisions were made, you said it
was by consensus, does that mean yvou put
these type of decisions to a vote by

the team?

did you have -- did you break the

77

MR. SAUER: Okay.

(Discuggion had off the record.)

Q. Mr. Armstrong, we were just

A, The AMR business case team

Q. And is that typically how

MR. KUTIK: Objection.

Q. Could you clarify the

A. Yes.

Q. I'm just trying te undersgtand

G
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1 A No.
’?3 2 Q. How did you decide what was
3 a consensus?
4 A. Different points of views
5 were expressed and debated and then
6 decided upon or agreed to.
7 Q. Not necesgssarily unanimous
8 decisions?
9 MR. KUTIK: Objection.
10 A, Can you clarify the guestion?
11 Q. Well, I'm just trying to
12 understand how the dynamics of the team
13 decision making was working, I mean, you
14 said you didn't put it to a vote, 80
15 how exactly did these decisions éet
16 made?
17 A. By consensus.
18 Q. And I'm asking, what does by
19 consensus mean?
20 A. Consensus means that points
21 of view were allowed to be expressed.
22 During that point of view discussion
23 cftentimes various members of the team
24 were -- would, excuse me, possibly see
25 the point in a different light with

H 011.694.4787 » .cef L |
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added information.

Q. The decision not to go
forward with the two scenarios we were
talking about earlier, the deployment of
AMR on premises where the Badger or
American Read-0-Matic devices were
located or moving all current meters to
the -- inside meters to the outside, d4id
yYyou agree with those decisions?

A. Yes.

Q. And was there different
points of view on the team as to
whether or not thosge scenarios should go
forward?

A No.

Q. The team agreed in totality
that those scenarios should not be
pursued?

A, Yes.

Q. Okay. Beaides the two
scenarios we were talking about here,
are there any other scenarios that the
team contemplated that aren’'t described
within this document itself?

AL No.

H 1.800.694.4787 :
GCefarattl GrOUP Lsss moctmpion e

THE LITIGATION SUPPORT COMPANY  Akron: One Cascade Plaza, Suite 150, Akron, Ohio 44308 » 330.253.8119

Court Reporting - Video Conferencing * Legal Video Preduction + Investigations
Clalms Services - Process Service » Record Retrieval + Document Management - Trial Graphlcs



http://800.6M.4787
http://www.cefgroup.com

80
1 Q. On page 2 right below the
2 title of thisg, there’s something about
3 added fixed network technology solutions
4 scenarioc, can you tell me what that
5 meansg?
6 A. Yes.
7 Q. What is that?
8 A. Fixed network technology is
9 an AMR technology where the device that
10 reads the meters would be on a elevated
i1 structure of some sort that would be
12 able to read all the meters in an
13 approximate radius.surrounding that
14 elevated structure collector device.
15 Q. And was this fixed network
16 technology added to all the different
17 scenarios within the business case in
18 this document?
19 A. No.
20 Q. 1Is the fixed network
21 technology solution incliuded in the
22 scenario the éompany is proposing to go
23 forward with?
24 A, I'm sorry, could read that
25 one back to me, that guestion.

3 .
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{Record read.)

A. The answer to that is no.

Q. So what was the technology,
which scenario was it added to?

A, Could you clarify that
question please?

Q. ©On this page 2 the bullet
point says, Added fixed network
technology solution scenario, added to
what?

A. Added to the array of
scenarios.

Q. And then this was rejected,
is that what you’re telling me?

A, Could you rephrase the
gquestion?

Q. I thought I asked you the
gquestion of whether or not this fixed
network technology is included in any of
the scenarios within this document and I
thought you had gsaid no?

MR. KUTIK: ﬁo. That
mischaracterizes his testimony. What he
said no to was that it was not part of

the scenariocs or the scenario that's

.
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1 been proposed by the company.
) 2 Q. All right. Within this

3 document there are varioué gcenarios
4 that your business team analyzed, is
5 that correct?
6 A Yes.
7 Q. Within any of those scenarios
8 is the fixed network technology

| 9 included?

? 10 A, Yes.
1 Q. Okay. Which of those
12 scenarios is the fixed network
13 technology included inv?

. 14 A. The scenario of partial

I‘f 15 deployment, all inside meters, plus a

: 16 111,000 outside meters.
17 Q. And what was the determining
18 factor in deciding which scenarios to
19 include the fixed network technology
20 sclution in?
21 A. Rephrase please.
22 Q. How did your team come to
23 determine which gscenarios to add the
24 fixed network technology to?
25 A. The fixed network scenario

H 800, « www.cefgrou '
G Cefaratti Group i remren, o e

THE LITIGATION SUPPORT COMPANY  Akron: One Cascade Plaza, Suite 150, Akron, Ohio 44308+ 330.253.8119

Court Reporting « Video Conferencing * Legal Video Preduction « Investigations
Claims Services « Process Service » Record Retrieval » Document Managemant « Trial Graphlcs


http://www.cefgroup.com

b

O o @@ ~N o o A~ W o

] [ O 1 T Y S S T S

83
was added to the inside meter, the

partial deployment scenario based upon
this technology applying to that subset
of the distribution system.

Q. What do you mean by the
technology applying to that subset of
the scenarioé

A. We considered the fixed
network for the partial deployment
that’'s listed as all 560,000 inside
meter locations plus the 111,000 outside
meter locations, we considered the fixed
network for that scenario.

Q. And I thought vour previous
answer had said something about its
application of the technology to that
scenario, did I misinterpret something
you said?

A. Could you clarify please?

MR . SAUER: I wonder if you
could reread the answer, not previous
but the one before that.

MR. KUTIK: Well, let's do that,

but I think we need to be breaking so.

(Record read.)
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1 Q. And my follow-up question was
2 what did you mean by that technology
3 applied to the subset -- to that subset
4 of the distribution system?
5 "MR. KUTIK: Objection. Asked and
6 answered. Go ahead.
7 A, What I mean by that is that
8 technology would -- that téchnology
9 would work for that scenario.
10 Q. And when you say work, in a
1 operational sense it would work?
12 A. Yes.
13 Q. And not work in a cost
14 effective sense of the word?
15 MR. KUTIK: Objection.
16 A. Could you c¢larify that last
17 question?
18 Q. Yes. 1 was tryving to
19 determine whether the decision as to
20 where to deploy the fixed network
21 technology was a cost-based decision?
22 A. Yes.
23 Q. So there’'s a couple of
24 components to how yvour team arrived at
25 where to put the fixed network

i B00.694.4787 + www.cof '
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technology or where it best f£it, one
being from an operational standpoint it
worked best in that partial deployment
scenarioc, you agree with that?

A . No.

MR. KUTIK: Well, at this point
we do really need to break.

MR. SAUER: Dkay. Let’s take a
break and resume at 1:30.

(Recess taken at 11:19 a.m.}

MR. SAUER: Go back on the
record.

Q. Al; right. Mr. Armstrong,
earlier this morning we were asking you .
some guestions about the benefits of the
AMR program or the AMR deploywment that
vyou included in your business case, do
you recall that discussion?

A, Yes.

Q. And with regard to potential
benefits of the AMR, did DEO consider
the possibility of benefits arising from
the reduction in fraud cr theft or meter
tampering, those kind of items?

A. No.

PP
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1 Q. Did Dominion Virginia
2 experience any reduction in costs
3 assocliated with fraud or theft or meter
4 tampering as a result of their AMR
5 deployment?
6 A. Could you be more specific
7 please?
8 Q. Does Dominion Virginia
9 experlience any problems that you're
10 aware of with theft of service or meter
11 tampering or those kind of items?
12 A. Yes,
13 Q. And once Dominion Virginia
14 implemented or deployed the AMRg in
15 their service territory, was there a
16 reduction in cogt associated with theft
17 or meter tampering?
18 A, I don’t know.
19 MS. HAMMERSTEIN: Hello, this is
20 Anne Hammerstein. I'"ve joined the call.
21 MR. SAUER: Hi, Anne, we were
22 just getting started,
23 MS. HAMMERSTEIN: Thank you,
24 Larry.
25 Q Mr. Armstrong, remember this

.
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morning we had asked you some questions

about the Ohio Minimum Gas Service

Standards?

A, Yes.

Q. With regard to DEO’s outside
meters, do you believe that there are
impediments to DEO obtaining an actual
reading once every 12 months?

MR. KUTIK: Objection.

A. Can you be more specific?

Q. In terms of attempting to
comply with the Ohio Minimum Gas Service
Standards, does DEO face an impediment

to that compliance when attempting to

read cutside metars?

MR. RKUTIK: Objection.

A. Is there a way you can
rephrase that guestion please?

Q. In your business case you've
quantified some benefits associated with
doing the AMR deployment as a result of
cost savings will be derived from
compliance with Ohio’s Minimum Gas
Service Standards, 1s that correct?

F Yes.

i 1.800.694.4787 of f
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1 Q. Are the cost savings that
2 you've identified, are those all in
3 relation to inside meters?
4 A No.
5 Q. 8o that you’'re anticipating
6 there will be some cost savings from the
7 AMR associated with -- in the area of
8 saving costs in DEO’s compliance with
9 Ohio Minimum Gas Service Standards
10 resulting from AMRs8 that are installed
11 on ocutside meters, 13 that correct?
12 A. 1Is there a way that you can
13 rephrase that guestion?
14 Q. Are there cost savings that
15 DEQ has estimated in your business case
16 associated with the deployment of AMR
17 technology on outside meters?
18 A. Yes.
19 Q. So that DEOC has identified
20 impediments to obtaining meter reads in
21 compliance with Ohio Minimum Gas Service
22 Standards on outside meters?
23 MR. KUTIK: Objection. Go ahead.
24 A. Yes.
25 Q. And can you kind of ex@lain
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what those impediments are?

. Yes.

Q. What might those be?

A. Because a meter 1s designated
as outside does not equate to that it
is accegsible for manual meter reading
purposes.

Q. Can you explain what would
create a situation where an outseide

meter is not accessible to a meter

reader?
A. Yes.
Q. Please do so.
a. For example, a typical

example would be a row of either
condominiums or toﬁnhouses that might
have the meter cutside but located at
the rear of the property building wall.
And each one of those townhouse/condo
properties have fences around the
perimeter of each of their lot parcels
that are -- that separate one from
another and are behind locked gates.

Q.‘ Is that a prevalent problem?

MR. KUTIK: Objection.

L
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1 A. Could you be more specific?
2 Q. How much of a problem is
3 that, can you gquantify it?
4 A. No.
5 Q. Is that the only example
6 that you can identify where an outside
7 meter is not accessible to a meter
8 reader?
9 A. A similar occurrence would be
10 on an apartment complex again where the
11 meters are outside but they are what'’'s
12 termed as banked, in other words,
13 they’'re meters that are side by side by
14 side at, for instance, one end of the
15 complex and the apartment owner has,
16 again, encleocsed those by a security
17 fence or a fence that would, again,
18 limit access for the meter reading.
19 Q. Were you able to gquantify
20 what the estimated cost savings would be
21 by the deployment of AMR devices to
22 outside meters?
23 A. No.
24 0. Are the impediments that
25 you‘ve described, were they deemed

: |
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sufficient to justify deployvying the AMR

to all outside meters?

MR. KUTIK: Objection.

A . Can you rephrase the gquestion
please?

Q. Yes. You’'ve stated that -
there are impediments in attempting to
read outside meters that make compliance
with the Ohio Minimum Gas Service
Standards problematic, such as
apartments or condos putting up a
security fence or in a manner blocking
the meter reader from access to those.
In locking at your business case, were
those impediments deemed sufficient to

deploy AMR to all ocutside meters?

MR. KUTIK: Objection, Assumes
that that analysis was done. Go ahead.
A, That analysis was not

conducted.

Q. Mr. Armstrong, yYou indicated
that there are cost savings by the
deployment of AMR associated with DEO’'s
compliance with Ohio Minimum Gae Service

Standards, correct?
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A. Yes.

Q. Do those costs -- do those
estimated cost savings include savings
associated with DEO's deployment of AMRS

to cutside meters?

A, Can you please rephrase?
Q. The estimated cosgst savings by
deploying the -- by deploying AMR

associated with compliance with Minimum
Gas Service Standards, can you tell me
what makes up your estimate of those
cost savings?

A. Yes.

Q. What are the components of
the cost savings, please?

A. The ¢osgt savings derived - -
well, the avoided costs from having to
gain access to limited access meter
loccations. The -- that’s it.

Q. And are those avoided costs
broken down by how much of that
pertained to outside meters versus
inside meters?

A. No.

0. How were those cost estimates

. ‘
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derived? Let me ask you another
guestion. Let's try this. Would the
cost savings associated with compliance
with Minimum Gas Service Standards,
would vyou expect those to be the same
for inside meters versus Qutside meters?

a. I would expect them to be
the same for inside meters and outside
meters knowing that the accessibility of
particular outside meters and inside
meters are essentially the same.

Q. Are there impediments to
reading all the inside meters?

A. Can you be more specific?

Q. Isn’t it true that DEQO has
meters that are installed inside of
customers’ homes that DEO actually reads
every other month?

A. Yes.

Q. And for those meter locations
there are no impediments for reading
those meters?

MR. KUTIK: Objection.

A. Can you rephrase the

gquestion?

L
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1 Q. You had previcusly answered
2 that on DEO’s system there are inside

3 meter locations that DEO is able to read
4 every other month, and my question was

5 in those situations, there are no

6 impediments to reading those meters,

7 correckt?

8 MR. KUTIK: I'il object because
9 the guestion doesn’'t state over what

10 period of time we're talking about

11 reading meters. You’re talking about,
12 for example, reading meters every month,
13 are you talking about reading meters

every other mounth, once a year?

e
F-3

15 Q. The question was Jjust

16 surrounding the reading of meters every
17 other month, is that DEO's normal meter
18 reading practice, Mr. Armstrong, that
19 meters are read every other month?

20 A. Currently DEO’s practice is’
21 to read all meters every other month.
22 Q. And with those meters that
23 happen to be located inside that DEO is
24 able to receive -- to actually gather
25 actual reads, there is no impediment to

[ ]
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reading those meters then, is there?

MR. KUTIK: Objection.

A. Is there any way you can
restate or rephrase that guestion
please?

Q. What do you consider to be
an impediment to reading the inside.
meters?

A. Accessibility.

Q. And for the meters that afe
located inside the DEO is able to get
access to every other month, is8 that
because, one, the customer’'s at home,
may that be one reason how you get
accassg? |

A. That’s one reason how we
gain access.

Q. Another way does Dominion
have a key to some of the locations
where the meters are located inside?

A. Dominion has keys to some
locations to gain access.

Q. Are there other ways that
Dominion has access to these inside

meters odther than that?

]
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b No.

Q. So if I understand what you
told me, the business case that you’ve
prepared and is contained in the
document that was marked as Deposition
Exhibit Nuwmber 2, the cost savings
agsociated with installing or deploying
the AMR that would be achieved complying
with the Ohio Minimum Gas Service
Standards did not differentiate between
cost savings asgociated with inside
versus outside meters, is that true?

MR. KUTIK: Objection. Misstates
his testimony.

A. Can you rephrase the guestion
please?

Q. Your business case you have
identified and estimated there to be
savings associated with compliance with
the Ohio MGSS because of the deployment

of AMR technology, is that correct?

A. Yes.
Q. Do those estimated savings
contain -- do those estimated savings

assume savings associated with inside

Cleveland: 4508 5t.Clair Avenue, Cleveland, Ohlo 44103 ¢ 216.696.1161
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and outside meters?

A, Yes.

Q. Was there any attempt when
quantifying those savings estimates to
differentiate between inside and cutside
meters?

MR. KUTIK: You mean to break it

down?

MR. SAUER: Yes.

MR. KUTIK: Okay. Objection.
Asked and answered. Go ahead.

A. No.

Q. All right. Could you turn
to page 9 of the document that’s been
marked Deposition Exhibit Number 2., At
the top it sayse, Financial Summary, do
you see that?

A. Yes,

Q. Can you tell me what page 9,
what this page is attempting tec do?

A. Yes.

Q. There'’s a column at the far
left that has what appears to be
different deployment scenarics, do you

gee that?

[
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1 A. Yes.
.g, 2 Q. There is the first one full
| 3 deployment, A 3, A - 3 year
4 installation, what is that depicting,
5 what is the full A - 3 year
6 installation deployment?
7 A. The full deployment A - 3
8 year installation depicts the scenario
9 of full AMR deployment with the
10 aggreséive agssumptions over a deployment
11 period of three years.
12 Q. And right. Below that it
13 says, full deployment three-vear
14 installation, that would be the full
15 deployment without the aggressive
16 assumptions?
17 A. Yes.
18 Q. And then coming down the
19 next box it says, inside meters, A - 3
20 yvear installation and the description
21 gays, a partial deployment, all 560,000
22 inside meters, plus 111,000 outside
23 meters, does the A there depict again
24 the aggressive assumptions?
25 A. Yes.

i .: [ ] ) |
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Q. And are the aggressive
assumptions in the_partial deployment
the same as the aggressive assumptions
in the full deployment?

A. Yes.

Q. These deployment gscenarios
all involve installation of the Itron
AMR devices?

A. Can you be more specific?

Q. There are if I‘m counting
right now, there are five different
scenarios depicted on this pages
identified ag financial summary, is that
correct?

A. Yes.

Q. Two full deployment scenarios
and three partial deployment scenariosg,
true?

A. Yes,

Q. And those five scenarios, do
they all involve installation of the
Itron AMR devices?

A, No.

Q. And which ones -- which one

Oor ones involved installation of the

[
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1 Itron?

[ 5 2 A. The installation -- let me
3 answer that in reverse. The one
4 installation that deoes not involve an
5 Itron device is the inside meters
6 network three-year installation.
7 Q. The very last one, is that
8 correct?
9 A Yes.
10 Q. And what device does that
11 deployment assume installation of?
12 A. That installation assumes a
13 Neptune meter device.
14 Q. You say that was a Neptune
15 device?
16 A. Excuse me, I misspoke, that
17 was a Hexagram; a Hexégram metering
18 device.
19 Q. Hexagram. And how does the
20 Hexagram device differ from the Itron
21 device?
22 A. The HEexagram device on the
23 meter and the Itron devicé on the meter
24 are similar devices.
25 Q. They perform the same
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funections?

A, Essentially, yes.

Q. Hexagram is battery operated?
A. Yes.
Q. And Hexagram hag one-way

communication capabilities?

A. Yes.

Q. Is there a reascn why there
wasn’'t full depioyment scenario done
with the Hexagram?

A, Yes.

Q. And what would that reasoning

A. Thaﬁ the ¢cost for a full
deployment with the Hexagram technology
was too expensive.

Q. So are the Hexagram meters
themselves more expensive than the Itron
devices?

MR. KUTIK: Objection.

A, Could you be more specific
or rephrase that?

Q. Is the cost of a Hexagram
meter device more expensive than an

Itron meter device?

101

L]
( Cefaratti Group wmoormamnn v

THE LITIGATION SUPPORT COMPANY  Akron: One Cascade Piaza, Sulte 150, Akron, Qhio 44308 + 3302538119

Court Reporting - Videa Conferencing » Legal Video Production « Investigations
Claims Services » Process Service » Record Retrieval » Document Management - Trial Graphics




102
1 A. Yes.
2 Q. Is the cost to install a
3 Hexagram meter device more expensive
4 than to install the Itron device?
5 A. No.
6 Q. The second column in that
7 financial summary describes each of the
8 scenarios that we were describing or you
9 were just describing, correct?
10 A. Rephrase please?
11 Q. The second column it’'s
12 labeled, description and it is a
13 Gescription of the different deployment
14 scenarios that you were discussing,
15 correct?
16 A. Yes.
17 Q. And the next celumn coming
18 over, it says, deployment costs, do you
19 see that? |
20 A. Yes.
21 Q. And for a full deployment
22 aggressive three-year installation, it
23 says it’'s $94.8 million, do you see
24 that?
25 A. Yes

[ 4
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Q. Can you explain where this
-- where your cost information, how that
was derived?

A, Yes.

Q. How was that information
derived, sir?

A. It was derived by per
scenario and it was derived by
determining the cost of the technology
plug the estimated laber cost to deploy
that technology.

Q. Are there any other factors
that went into developing the deployment
costs?

A, Yaag.

Q. What else went into that
cost item?

A. There are certain existing
meter types in our distribution system
that the technology would not f£fit so to
speak. The technology could not be
installed on a certain subset of meters.

Q. Can you explain what
technology that is, Mr. Armstrong, that

was not compatible with the AMR

®
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1 technology?

i?? 2 A, Yes.

| 3 MR. KUTIK: Objection. Go ahead.
4 Q. What is that?
5 A. There are existing meters in
6 our distribution system that are known
7 as tin case meters. In general, these
8 are old meters and the technology would
9 or cannot physically be installed on
10 that type of meter.
11 Q. So in order to do the
12 deployment, you had to actually take
13 that tin case meter out and put a

o 14 different type of meter in and then

A 15 install the AMR technology?
16 A. Yes.
17 Q. And how many of those tin
18 case meters are on your system?
19 A. Approximately B88,000,
20 Q. And the cost of the removal
21 of the tin case meter and the
22 replacement of that with a different
23 meter and installation of the AMR
24 technology, is that all included within
25 the deployment cost of 94.8 million
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shown on the full deployment A - 3 year
installation scenario?

A. Yes.

Q. And are there any ¢other
costs that flowed into the calculation
of that 94.8 million?

A, No.

Q. What is it about, I'm
loocking at the next deployment cost

down, the 102 .8 million for the full

is it about the aggressive nature of
your assumptions in the one above that
would actually reduce the cost of that
deployment? |

A, Can you please rephrase that
gquestion?

Q. Yes. Do you see the
deployment costs showﬁ for the full
deployment three-year installation of
102.8 million? |

A, Yes.

Q. And the difference between

that one and the one right above it is

58 million, is that correct?

105
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1 A. Yes.
!%; 2 Q. 2and what I was asking is
3 what is it about the assumptions, the
4 aggressive assumptions in that first
5 deployment scenario that reduces the
6 deployment costs by the $8 millioﬁ?
7 A, The aggressive assumptions on
8 various items are financially lower in
9 the aggressive scenariof
10 Q. Can you give me an example?
" A, Yes.
12 Q. What would that be?
13 A. The cost to change those tin

case meters that we spoke of.

ey
=%

15 Q. Okay. 2And on the full
16 deployment how does the cost treatment
17 for the tin case meterg differ from the
18 scenario in which there are aggressive
19 assumptions?
20 A. Could you read that question
| 21 back to me please?
22 (Record read.)
| 23 A. Might you rephrase that
: 24 please?
25 Q In the aggressive scenario,
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why is it cheaper to replace the tin
cost -- the tin case meters than in the
nonaggressive scenario?

A, In the aggregsive business
case, we took the approach of certain
cost items to be assumed to be the best
that we could foresee them to be for
the installation. Sc that is why in
this example the meter change labor cost
was lower than in the full deployment
aggressive scenarioc versus the full
deployment regular scenario.

Q. So are you suggesting under
a normal scenario, it might-take Yyou two
hours to change out the tin case and
put a different meter in and the AMR
device and under the aggressive you're
suggesting, well, we cut that in half,
maybe we can do that in anm hour, I
mean, best came scenario, is that the
kind of thing vou’re talking about?

MR. KUTIK: Objection.

A. Can you be more specific?

Q. In the full deployment,

three-year installation, what did you

H 1.800.694.4787 - www.cefgroup.com
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1 assume for the time to remove the tin
¢ 2 cagse meter and installing the AMR
3 device, do you recall?
4 A. We did not assume a time.
5 Q. Well, when you said your
6 aggressive assumptions were kind of a
7 best case scenario, what did you assume?
8 MR. XUTIK: For what?
g Q. All right. We‘ve agreed '
10 that there’s an $8 million difference
11 between the full deployment three-year
12 installation and the full deployment
13 aggressive scenario, is that true?
14 A Yes.
15 Q. And you stated that one of
16 the areas in which there were cost
17 savings was in the installation of the
18 tin case meters, was that true?
19 A. Yes.
20 Q. Can you gquantify what that
21 estimated difference would be pertaining
22 to the tin case meters, how much of
23 that 8 million is encapsulated in your
24 assumptions‘regarding the tin case meter
25 installations?
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A, Yes.
Q. How much would that be?
A, 520 times 88,000. I don't

have a calculator.

Q. What does that 520 represent?

A The labor cost assumption
delta between the aggressive and the
standard business case.

Q. Okay; And that labor cost
difference is the only difference
between those two scenarios?

MR, KUTIK: With respect to tin
cCanl meters?

Q. Tin case meters, yes.

A. With respect to ;in case

meters?

VQ. Yes.
A Yes.
Q. And in the aggressive casge

is there a different assumption for the
cost of the technplogy between the
aggressive and just the standard full
deployment three-year installation?

A. Yes.

Q. And what drives that

L]
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1 difference, sir?
2 MR. KUTIK: Objection.
3 A. Can you be more specific?
4 Q. Why have you estimated a
5 cost difference between the full
6 deplcoyment and the full deployment
7 aggressive relative to the cost of the
8 technology?
9 A. Because in the aggressive
10 scenario, we believe that it is possible
11 to extract a better price.
12 Q. The next column, sir, is
13 labeled, first year net income, do you
14 see that?
15 A Yes.
16 Q. What do those numbers
17 represent?
18 A. The net of the cost benefits
19 for the first year of the deployment.
20 Q. I'm sorry, could you reread
21 that answer please.
22 {Record read.)
23 Q. Do you mean that the
24 benefits -- does the 3.8 million in the
25 first column, the first row here for
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full deployment aggressive three-year

installation, does that mean the

benefits are greater than the costs, is

that what you're saying?

A Yes.

Q. And what benefits were

factored in to your calculation of the

first year net income?

A. I don't know specifically.

Q. And what cost factors did

you ceonsider in deriving the first year

net income?

A. The total cost of --

Q. The 94.8 millicn in the

first example, first scenario?

MR. XUTIK: Objection.

Mischaracterizes his testimony. Go

ahead.

A, Can you rephrase the question

please?

Q. Yes. In computing the first

vyear net income, are you suggesting that

in the first year the cost cf the

technology, the labor cost to deploy the

technology, the replacement of the tin

G
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1 case meters, all of those costs were
72’ 2 compared to the benefits and the result

3 of that coﬁparison is $3.8 million?

4 A, For the first year of the

5 deployment.

6 Q. And in each of the five

7 scenarios, the benefits were greater

8 than the costs in theAfirst year each

9 time, is that correct?

10 A. The first year net income

11 are -- for the various scenarios are

12 shown in that fourth column.

13 Q. ©Okay. And they’‘re all

14 positive numbers, does that mean that

15 the benefits of sach of those scenarios

16 outweighs the cost?

17 A. Yes.

18 Q. And how did your team

19 utilize this information?

20 A. Can you be more gspecific?

21 Q. What did a positive 3.8

22 million in first year net income in the

23 full deployment aggressive three-year

24 installation scenario, how did your team

25 use that information?

L H 1.800.694.4767  www.cef
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A . It was one comparison
statistic to compare the -- in this case
the five scenarios listed.

Q. So for example, if you look
at down the line, the third one coming
down, the 4.5 million inside meters
aggressive three-year installation, is
that the best of the five scenarios
then?

MR. XKUTIK: Objection.

A, Can you be more specific?

Q. Yes. I'm just focusing on
that column that’s labeled first vyear
net inceome, you sgsaid that was one factor
that was being considered, was it
considered bagsed on the higher the
number, the better the scenario?

MR. KUTIK: Cbjection.

A. The higher the number on
first year net income, that statistic,
the higher the number, the better,
relatively speaking.

Q. Okay. And if we come across
to steady state net income, years four

to six, what does that column represent?

*
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A. It’s a numerical statistic

similar to the first year net income but
during vears four, f£ive and six of the
project.

Q. So ~--

MR. KUTIK: Before you agsk vour
gquestion, I need to take a break.

MR, SAUER: Okay.

MR. KUTIK: We’ll be back in a
couple minutes.

(Recess taken.)}

A. This is Bill Armstrong,
before we proceed any further, I'd like
to go back and clarify, I believe I may
have misstated an answer to a previous
guestion.

Q. Okay. Which question aré
you referring to, Mr. Armstrong?

AL I don’'t know the exact
guestion number. I know I can easily
-- more easily refer to it as on this
financial summary page 9 document.

Q. Ckay.

MR. KUTIK: Go ahead and explain.

A. Okay. I want you to

L4
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reference column four that’‘s titled,

first year net income.

Q. Okay.

A. What that represents 18 the
ecffect of each particular scenario on
the net income as a result of the first
year of the project. Before I believe
I stated that it was a net of the cost
and the savings or the cost and the
benefits I think is the word I used.
What -- I‘m correcting that and what I'm
telling you that these numbers represent
is the -- and again, for sach scenario
the relative effect on net income from
the first year of the project.

Q. And maybe it‘s a distinction
that I'm not sure I’'m completely
following, but are you saying -- just a
second please. Can you explain what the
distinction is between your first answer
and what you'ré answering now?

A, Yes.

Q. And please do.

A, I believe I implied that in

my first answer that, for exdmple, under

L]
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the full deployment A - 3 year
installation scenario, the number under
first year net income column of 3.8
million, was the net of the cost for
deployment and the savings. And you had
followed with several gquestions
regarding that. What I am now hoping

to correct and explain to you is that

that number represents in the first year

QW m N U e W P

—r

of, again, using the full employment

s
.

deployment A - 3 year Iinstallation

-
LV

example, in the first year of that

Py
w

project, that project’'s effect on net

income is8 $3.8 million.

~

15 Q. Your original description you
16 said it was a net of cost and benefits.
17 The cosgst of the program, would they have
18 an effect on net income?

19 A. Net income in a macro sense
20 are revenues less expenses, e€verybody

21 pays taxes, gives you net income.

22 Q. And what we were talking

23 about, let’s gay the cost of technology
24 when yvyou’re doing your £full deployment A
25 - 3 year installation that cost of

L4
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technology, will that have an effect on

net income?

A, I do not think so.

Q. And the labor cost to deploy
that technology will that have an effect
on net income?

A. No, it would not.

Q. The tin case meter, the cost
associated with the change out of the
tin case meters to create compatibility
with the AMR technology, would the cost
associated with that portion of the cost
you identified effect net income?

A, No.

Q. So the cost s8ide of the
deployment doesn’'t factor into the first
year of the net income column at all,
is fhat correct?

A . That’s correct.

lQ. So the effect on net that is
represented by this fourth column is
just the benefits side of the
deplovyment?

A No.

Q. Why not?

.
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A . It wouid include, and we may
be talking the same thing, it would
include the reduced 0 and M expenses oOr
operating expenses as a result of the
deployment.

0. And maybe we are talking thé
gsame thing, I mean, the savings that are
derived from the deplocyment, benefits
from the deployment are what you're
trying to capture in the first column,
effect on net, that fourth column, is
that true?

A. Column four 1s the effect of
the operating expense in this case
savings that have that particular effect
ocn net income.

Q. Let’s move over to the next
column, steady state net iﬁcome, years
four to six?

A. Same as we just explained or
I just explained but for a different
time pericd.

Q. Okay. And was there a
reason for selecting years four to six?

A. I don'’t know.
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Q. Was there a reason not to
look at years two to three?

A. Years four to six are
typical years that the financial group
uses to evaluate in this case this
project for this item.

Q. Was there a transition or a
change in the effect on net in that
time period that made that a relevant
pericd to look at?

A, Can you rephrase that?

Q. Yes. I was just trying to
get a sense, between years one and years
four to six, was there some reason in
particular that made that a relevant
pericd to look at for your study?

A Yes.

Q. And what is that?

A. The net income will -- the
effect of the -- for any given scenario,
the effect of the benefits or the
savings on net income will change during
the deployment time period. Under this
scenario, years four to six are thfee

years post-deployment completion,

H 1.800.694.4787 « wwwi.cef:
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1 therefore, deemed steady state which the
gf 2 financial numbers show in full

3 deployment A - 3 year installation

4 became steady at 3.5 million.

5 Q. And if we can step back for

6 just a second to the first year net

7 income column. You said relatively

B speaking, the greater the number, the

9 better the scenarico, did that change

10 with your change in or your

11 clarification on your answer to what

12 that column represented?

13 A. No.

14 Q. And would the same hold true

15 for the steady state net income column,

16 vears four to six, the higher the

17 number, the better the scenario?

18 MR. KUTIK: OCbjection.

19 A. Just rephrase the guestion

20 pleasge,

21 Q. Sure. Does the same hold

22 true in the column marked steady state

23 net income, years four to six, is it

24 true that the higher the number, the

25 more desirable the scenario?
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MR. KUTIK: Objection.

A. Please rephrase or clarify.

Q. How did your team view the
numbers that are in the various boxes
under the steady state net income, years
four to six?

A, The way the team viewed the
numbers under the column steady state
net income, vears four to six was for.
that financial measure, the higher the
number, the better that financial
measure is for any given scenario.

Q. And did your team pit
scenario versus scenario inm looking at
how they shake cut based on the results
of the steady state net income, years
four to six? |

MR. KUTIK: I think there was a
word that cut out, so could you repeat
that pleasé?

Q. Yes. Did your team compare
scenarios based on the outcome of the
steady state net income calculation?

A, Yes.

Q. For example, was the full
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deployment aggressive three-year

installation viewed more favorably than
the full deployment three-year
installation because the steady state
net income was higher in that first
scenario versus the second scenario?

A, Under the assumptions that
were made in the aggressive case, yes.

Q. And the next column is
labeled, unlevered IRR, do you see that?

A. Yes.

Q. Can you explain what an

unlevered IRR calculation represents?

A. Yes.
Q. And what doeg that mean?
A IRR 18 a particular financial

analysis that is yet an additional
measure of investment projects. And
unlevered means that in that financial
analysis calculation, the unlevered
piece means that the relative financial
structure of the Dominion subsidiary
submitting the project is in effect
discounted from that IRR calculation.

0. And the regsults of the

[ 3
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unlevered IRR calculation are depicted
in percentage form, correct?

A Yes,

Q. And again, is the higher the
percentage, the more -- or the higher
the percentage, the bettér the scenario?

MR. KUTIK: Objection.

A. Can you rephrase the
question?

Q. Yes. How did your team
utilize the percentages that are
depicted under the unlevered IERR column?

A. The team used the percentages
under the unlevered IRR cclumn as a,
again, for that financial measurement, a
benchmark to the relative finamncial
performance of that scenario.

Q. And relatively speaking, 1is
the higher the unlevered the IRR, the

better the scenario?

A, Yes.
Q. And why did DEQ -- let me
ask you this. Are there also levered

IRR calculations, can you do that?

A, Can you rephrase the

G
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gquestion?

Q. Yasg. When you’re doing
financial analysis, what you've depicted
here are unlevered IRRs or unlevered
NPVs inrthe next column, can you also
do the same analyses using a levered
methodology?

A, Yes.

Q. And is there a reascon why
your team chose to use unlevered versus
the levered mathodblogy?

MR. KUTIK: Objection. It
assumes that that’s what they did. Go
ahead.

A. Using an unlevered approach
enables senior management of Dominion to
equitably compare investment
opportunities from the various business
units.

Q. Again, in the next column
over, there’'s the unlevered NBV, 9.4
percent for 15 years, do you see that?

A Yasg.

Q. What'’'s the 9.4 percent

repregsent?
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A. That represents the discount

rate input to the NPV analysis.

Q. And what does 15 years
describe?

A. 15 years describes over what
time period we evaluated the net present
value.

Q. And why was the 9.4 percent
discouant rate decided upon?

A. That was decided on because
that’'s the weighted average cost of
capital for Dominion for this analysis.

Q. Okay. Not necessarily
Dominioen's authorized rate of return?

A. Weighed average cost of
capital doesn’t have anything to do with
authorized rate of returmn.

Q. Okay. How waseg the 15 years
decided upon?

A, 15 years was decided upon
because locking at other industry
projects of a seimilar nature, typically
the technology device on the meter will
last 15 years.

MR. SAUER: I"'m sorry, could I

L]
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1 have that answer reread?
2 {Record read.)
3 Q. ﬁhen you look at the
4 unlevered IRR column, is there a
5 benchmark that DEOQO compared the results
6 of their study to?
7 A, Can you be more specific?
8 Q. Did you look ag the results
9 of your analysis, and right now I'm just
10 focused on the unlevered IRR column, did
11 you look at your results in a vacuum?
12 A. can you be more specific?
13 I'm not sure what you mean by vacuﬁm.
14 Q. I mean, did you have --
15 let’s take the 15 years, for example,
16 you said that that was -- you had
17 looked at what the industry practices
18 had been and what you thought the
19 technology would last and you came up
20 with 15 years and that was what was
21 input in the NPV. When you did your
22 IRR calculations, were the numbers just
23 what they are and you didn‘t do anything
24 else with them? |
25 "A. The numbers that are shown
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on this financial summary for each
column of financial calculation were
used by the team to compare the
scenarios.

Q. As part of this analysis is
there a threshold IRR percentage result
that must occur for a project to go
forward?

A, Not that I'm aware of.

Q. 8o an IRR of zero, the
project still could have gone forward?

MR. KUTIK: I1'1l object.

Incomplete hypothetical. Go ahead.
A, I would say ves.
Q. And moving on to the

unlevered NPV, what do these numbers
represent?

MR. KUTIK: I'll object to the
extent that this guestion has been asked
and answered. Go ahead.

A, NPV analysis takes in this
case deployment costs and associated
savings, orients them over the time
period specified and then since we're

talking about a future period when the

[ ]
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1 analysis is being done, brings those --
. 2 that net value back to the date and
3 time you’re doing that analysis. 8o it
4 gives yvou a dollar figure from which to
5 compare alternatives.
6 Q. Again, how did your team use
7 the results of your unlevered NPV
8 analysis?
9 A. Again, on this particular
10 financial benchmark or analysis, the
11 unlevered NPV looking at 15 years and a
12 discount rate of 9.4 percent, we used
13 the results of that to compare the
14 different alternatives.
15 Q. And again, in doing that
16 comparison, would your team view the
17 higher the unlevered NPV to be the
18 better scenarioz
19 MR. KUTIK: Objection.
20 A. Could you rephrase the
21 gquestion?
22 Q. Yes. Based on the
23 assumptions contained on this financial
24 summary, would your team view relative
25 one scenario to another scenario, the
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better scenario to be the one that has

the higher unlevered NPV?

A. The scenario with the higher
NPV for an unlevered NPV shows the
alternative that has the more attractive
financial result.

Q. If you come down to the
second box under the unlevered NPV
cclumn, full deployment three-year
ingstallation, therefs a negative number
in that box, do you see?

A Yes.

Q. Can you explain the
significance of the negative value
associated with that unlevered NPV
calculation?

A. In an NPV analysis when the
result is a negative number represents a
scenario in that NPV analysis where the
net present value is a negative number.

Q. I understand it’'s negative,
what I'm trying to understand is what'’s
the significance of the fact that that’'s
a negative number?

A The significance is that 1it'’s

.
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1 a negative number would be, again, over
‘e 2 that time period at that discount rate

3 that the money invested would -- the net

4 present value of the money invested

5 would be negative. So what I‘'m trying

6 to explain is that, as we said before,

7 the higher -- there’s NPV analysis that

8 could come out positive and negative,

9 and again, it‘s the more positive the

10 number, the better the financial

11 indicator is for that analysis for

12 whatever scenario you'’'re running it on.

13 Q. For let’s say if you come

14 down to the box, the third box down,

15 there’s a number in there, approximately

i6 $23 million, do you see that?

17 A. No.

18 Q 22,65%0,0007

19 A. Got it, got it. Yes.

20 Q Does that mean for over the

21 15 year period that you’re looking at,

22 the money invested would have a positive

23 return in that amount over that period

24 of time?

25 A. No.

e L]
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Q. What deces that represent?

a. Can you be more specific?

Q. Yes. The 22 million, almost
23 million dollar number, what would
that represent?

A. What that represents, means
for the -~ I think you said the third
box down, which to be specific is
referencing the inside meters aggressive
three-year installation scenario, what
that means is when analyzing that
scenario looking at the costs and the
benefits and bringing it back to today’'s
dollars with today being the date that
you did the analysis, that that scenario
is in essence worth $22,690,245. That'’s
the present value of that analysig.

Q. The last column, sir, the
payback in years. Similarly, how did
your team use the numbers that are under
that coclumn?

AL We, again, for that financial
measure, we used thé numbers in that
column to compare the scenarios.

Q. And for this particular

L]
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column, would it be true that the

reverge is true, the lower the number or
the faster the payback, the better the
scenario, is that true?

“A. The lower the number in this
column would represent the scenario or
this payback financi;l measure would
indicate the most favorable financial
measurement when comparing these
scenarios.

MR. SAUER: Mr. Kutik, 1f I
could have another document marked as
Deposition Exhibit Number 3. It’'s a
data request, OCC 14th Set, guestion was
number 524, do you have that one there?

MR. KUTIK: Yes, we do. Let me
mark it.

(Thereupon, Deposition

Exhibit-3 was marked for

purposes of identification.)

MR. SAUER: That's been marked?

MR. KUTIK: Yesg, it has.

Q. Mr. Armstrong, do yvou have a

[ 4
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copy of what‘s been marked as Deposition
Exhibit Number 37?
A, Yes.

Q. Have you seen this document

A, Yes.

Q. And what is the document,
sir?

A, It appears to be Dominion'’s

response to an OCC interrogatory
regarding items that are articulated
under the sectiocon called question.

Q. Okay. And did you assist in
the preparation of this response at all?

A. No.

Q. And you see part B of the
guestion it says, 1f the company has not
conducted any business case analysis
that assumed a five-year deployment
schedule, please explain why. ©Or I'm
sorry, let’s move up before that under
A, it says, please explain whether the
company has conducted any business case
analysis that assumed a five-year

deployment schedule and the answer is

[ ]
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1 your company did not, is that your
g* 2 understanding?
3 A. Yes.
4 Q. And then under B it says, 1if
5 the company has not conducted any
6 business cases that assumed the
7 five-year deployment schedule, please
8 explain why. And then the response
9 below is, the company’s decision to
10 propose a five-year deployment was based
11 on additional criteria, inciuding the
12 time needed by company employees to
13 ccmplete the program, and additional
14 studies were not necessary, do you see
15 that?
16 A. Yes.
17 Q.” And is it your understanding
18 that the deployment the company is
19 undertaking right now is a five-year
éO deployment?
21 MR. KUTIK: Objection.
22 A. Could you rephrase the
23 question please?
24 Q. Yes. Under what period of
25 time does the company propose to deploy

L4
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1 its AMR technology?
2 A, It’s my understanding that we
3 have proposed a five-year deployment.
4 Q. &nd do you know when that
5 decision was made? |
6 A. No.
7 Q. Was that decision made while
8 your business case team was still
9 intact?
10 A. I answered that I don't know
11 when that decisgsion was made, so I can’t
12 answer this guestion.
13 Q. The analysis that we’ve been
14 looking at on page 9 was all done
15 pursuant to an assumption that the
16 deployment would be in three years,
17 correct?
18 MR. KUTIK: Are you talking about
19 Exhibit 27z
20 MR. SAUER: Back on Deposition
21 Exhibit 2, page 9.
22 A. All of the scenarios on
23‘ Exhibit 2, page 9 assumed three-year
24 deployment scenarios or time frames.
25 Q. And why was the three-vyear
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1 deployment scenario selected?
2 A. That deployment scenario was
3 selected because that’s the time frame
4 that would be feasible for those
5 deployments to occur assuming we use a
6 contractor.
7 Q. Assuming you use a contractor
8 for what phase of the project?
9 A, For the labor to deploy,
10 excuse me, for the labor to deploy the
11 techneclogy.
12 Q. Why assume three years for a
13 contractor?
14 MR. KUTIK: Objection.
15 A. Can you rephrase the gquestion
16 please?
17 Q. Yes. You said you decided
18 on three-year deployment because of the
19 assumption that you were going to use a
20 contractor to perform the deployment.
21 Why did you assume three years for that
22 assumpﬁion?
23 A, Based on our experience with
24 the Dominion Virginia Power deployment
25 and industry experience and knowledge,

[ 4
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we knew for the deployment scenariocs in

guestion on Exhibit 2, page 9, that with

a contractor they could be feasibly
completed in that time frame.

Q. And now that the deployment
is five yvyears, does that still assume
using a contractor?

A No.

Q. Does it asgume using Dominian
in-house labor?

A. If by Dominion you mean
Dominion East Ohio, the answer is yes.

Q. Exclusively Dominion East
Ohio labor?

A. With the exception of myself
and David Batson, whom we referenced
earlier, we’re on the deployment
management team.

Q. Okay. But as far as the
actual, the physical deployment, there'’s
no assumption for the use of a
contractor to do any of that work?

A. Rephrase please.

Q. As far as the actual

physical deployment of the AMR devices

* B .‘l‘ K
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under a five-year deployment scenario,
vyou're not assuming the use of any
contract labor to do that deployment, is
that correct?

MR. XUTIK: And this is as
proposed, correct?

MR. SAUER: As proposed.

A, That 1s true. That is
caorrect. No contractor.
Q. Does the use of in-house

labor versus contract labor change the

cost profile of the deployment?

MR. KUTIK: Objection.
A, Could you be more specific?
Q. Has your team done any

analysis on the change in deployment
costs that might arise due to the use
of in-house labor rather than contract
labor?

A, Yes.

Q. And when did your team
perform that analysis?

A . I can only answer that

relatively, it was after the decision of

a five-year scenario was put forth.

- .
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Q. But your team did that
analysis, is that.correct?

MR. KUTIK: Objection.

A. Just rephrase the guestion.

Q. Did I understand you to say
your team has done the analysis to
compare the deployment cost of thé - -
the difference in deployment cost
assuming the use of Dominicon East Ohio
labor versus contract labor?

A, Yes.

Q. Your team did that study or
analysisg?

A. Was that another question?
Yes.

Q. And I asked when did your
team do that analysis?

MR. KUTIK: And he answered that
question after the decision was made to
go to the five-year scemnario.

Q. And wasa that analysis
performed in a comparable fashion to the
analysis that was performed on what is

depicted on page 9 of Deposition Exhibit

Number 27
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A No.

Q. So you didn’'t do é full
deployment aggressive five-year
installation and look at what the net
present value of that scenario might
have been?

A. We did not do that.

Q. Do you recall what the
difference in the déployment cost was
when you did that analysis of using
company labor versus contract labor?

A. Yes.

Q. And what was that, what did
that analysis show?

A, That the difference in,
again, we're talking labor costs for
deployment, for a five year full
deployment timeline would be
approximately %4 million difference.

Q. I'm sorry, vou trailed off
after you said $4 million, I didn't hear
the rest.

A, I'm sorry. The difference
between --

MR. KUTIK: The word was

.
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difference.

A. A %4 million difference.

Q. Was it more expensive to use
company labor than contract labor?

A Yes.

Q. And did you loock at that
only in the sense of a full deployment

scenario?

A. Be more specific. Did we
look at what?

Q. The difference in the cost
of labor for the deployment of AMR
devices using company iabor versus
contract labor?

A. We looked at that under the
assumption of a five-year deployment.

Q. For how many different
scenarios?

A, Just the -- one scenario.

Q. Mr. Armstrong, when you
looked at what changed relative tao the
costs, were there any‘change in the
benefits as a result of using company
labor versus contract labor?

A. No.

.
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1 Q. Based on the results of the
2 financial summary that’s shown on
3 Deposition Exhibit 2, page 9, did your
4 team make any recommendations to the
5 steering committee as to which scenario
6 was most desirable?
7 A. No.
8 Q. Was there any discussion with
9 the team from the steering committee
10 regarding one scenario versus another?
11 A Yes.
12 Q. And based on that discussion,
13 did the team have an understanding of
14 what scenarig the steering committee
15 felt was most desirable?
16 A. No.
17 Q. Mr. Armstrong, do you have
18 an opinion as to which-of the five
19 scenarios shown on page 9% isg most
20 desirable?
21 MR, KUTIK: I'1ll object to the
22 extent it’s beyond the scope of this
23 deposition, but you can answver.
24 A. Yes.
25 Q. And which installation or
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which scenario do you believe to be most
desirable?

MR. KUTIK: Same objectioﬁ.

A, I believe the most desirable
installation is full deployment over a
five-year period performed by company
labor.

Q. And how do you come to that
conclusion, sir?

MR. KUTIK: Objection.

Q. Well, let me take a step
back before we do that. Based on the
five scenarios that are on page 9 of
Deposition Exhibit 2, which of these
five do yvyou believe to be most
desirable?

A. I would believe the scenario
full deployment three-year installation,
in other words, the second row down, to
be the most desirable.

Q. Now, as I come across the
celumns, the most desirable scenario
that you’'ve identified is the most -- it
has the highest deployment cost?

A. There was a word that

]
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1 blanked out there.

2 | Q. O©Okay. As I come across the
3 full deployment three-year installation
4 that you have identified as being the

5 most desirable scenario on this page,

B the deployment cost column shows it to
7 be -- that scenario to have the highest
8 deployment cost, correct?

9 A. Yes.

10 Q. And in the next column over,
11 the first year net income, it has the
12 least effect on net, correct?

13 A. Yes.

14 Q. And i1if I keep coming across,
15 it’'s not the worst, it's the -- it's

16 the second to lowest effect on net in
17 this column, correct? |

18 A. No. |

19 Q. No? What is this, What does
20 the steady state net income --

21 A. It appears --

22 Q. -- presume?

23 A, Can you repeat the guestion
24 he asked me?

25 Q. Yes. I‘'m sorry. It’s
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getting a little confusing here. As you

come across the columns under the {
scenario that you'’ve identified as the
most desirable, I'm trying to understand
where it ranks in the various analyses
that are performed on this page, as you
come to the steady state net income,
years four te six where you gaid the
greater the number, the more desirable
the scenario, I gaid this isn’t the
lowest, but it's the second to the
lowest on the page?

MR, KUTIK: Objection.
Mischaracterizes hisg testimony. Go -@
ahead.

A. The full deployment
three-year installation is the second
lowest for the steady state net income,
vears four to six.

Q. As we come across to the
unlevered IRR, which one of the
scenarios has the most desirable
unlevered IRR calculation?

A, The aggresgive inside meter,

partial deployment, plus 111,000 cutside
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meters.

Q. And which one has the least
desirable unlevered IRR?

A. The full deployment three
vyears installation. |

Q. And if we come across to the
unlevered, net present value, 9.4
percent, 15 years column, which one has
the most desirable result of that
particular calgculation?

A. The inside meters aggressive
partial deployment, plus the 111,000
cutside meters.

Q. And which one has the least
degirable NPV calculation?

a. The full deployment
three-year installation.

Q. As We come across to the
payback, sir, which one has the most
desirablé payback calculatien?

A. The inside meters aggressive
three-year installation.

Q. And which one has the worst?

A. The longest payback is the

full deployment three-year installation.
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Q. So I‘'m somewhat confused as
to what leads you to the conclusion that (%’
the full deployment three-year
installation is the most desirable
scenario on this page?

MR. KUTIX: Soc your gqguestion is?

0. What is it about the full
deployment three-year installation that
makes it the most desirable scenario on
this page?

A. My view, which is what you
asked, that makes the full deployment
three-year installation scenario on this
page the most desirable in my view fg’
relies on factors that are not

articulated on this page.

Q. And what would those factors
bev? |

A. What I need to establish
that -- and it appeared to me that you

were primarily in your guestioning
comparing the full three-year
installation deplaoyment versus the

inside meter aggressive three-year

installation scenario.
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1 Q. I wasn't doing any comparison
2 whatsoever other than trying to get some
3 sense from you as to what the relative
4 ranking of these different scenarios
5 were based on the outcome of the
6 financial analysis that you and your
7 team performed.
8 A. The reason that I‘m -- that
9 my opinion that the-full deployment is
10 the most desirable solution on this page
11 is that any neonfull deployment solution,
12 and let me gspeak to the aggressive full
13 vyear deployment, that as we have spoken,
14 the aggressive assumptions assume the
15 best of all worlds for variocous cost
16 factors which I believe are unrealistic.
17 So any deployment short of full
18 deployment in effect creates or would
19 create two classes of customer in the
20 Dominion East Ohio system. Gne would be
21 if you were, on any partial deployment
22 shown on Exhibit 2 page 8, if vou
23 happen to be endowed with an inside
24 meter or an outside meter that just
25 happened to be on a route where there

B 1.800.694.4787 » www.cefgraup.corn
? G cefaratt' G rou p Cleveland: 4608 St.Clair A\g:ue. Cleveland Ohio 44103 » 216.656.1161

THE UTIGATION SUPPORT COMPANY  Akron: One Cascade Plaza, Suite 150, Akron, Ohio 44308 + 330.253.8119

Court Reporting * Video Canferencing * Lagal Video Production + Investigations
Claims Sarvices = Process Service « Record Retrieval - Dacument Management = Trial Graphics


http://www.cefgroup.CMn

149

was predominantly inside meters, you
would at the end of deployment be
blessed with monthly meter readings,
accurate monthly meter readings,
dramatically reduced consecutive
estimates. And if you happened to have
a meter that was not part of any of
these partial deployments, you would
continue to get the guality of service
that exists today that includes manual
meter reading, subject to errors in that
manual meter reading process, additional
consecutive estimates, along with other
company benefits of aafety, the fact
that to have a lesg than full deployment
means that we would have to have two
different meter reading systems
maintained with two different databases
in our cuétomer Legacy system, that
would all increase the possibility of
mistakes being made as we try to service
those customers on essentially two
dramatically different platforms of
service.

Q. Are those the factors then

G
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that lead you to the conclusion that a

full deployment three-yvear installation
is preferable --

A. Those are the --

Q. -- based as scenarics as

they are on page 9°?

A. Of the scenarios on page 92,
those are the factors that lead me to
conclude that the full deployment
three-year installation is the most
desirable scenario.

Q. Are there any of tﬁose
factors contained within your business
case analysis that was presented to the
steering committee?

A, Na.

MR. KUTIK: Why don’'t we take a
break?

MR. SAUER: All right.

(Recess taken.)}

MR. SAUER: Mr. Kutik, I had
sent you a couple of documents, one of
which is discovery response to a 14th

set guestion number 517 and I think

attached to that is a very similar

L ]
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