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1 1. INTRODUCTION 

2 QL PLEASE STA TE YOUR NAME AND BUSINESS ADDRESS. 

3 AL My name is Scott J. Rubin. My business address is 333 Oak Lane, Bloomsburg, 

4 Pennsylvania. 

5 

6 Q2, BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY? 

1 A2. I am an independent consuhant and an attomey. My practice is limited to matters 

8 affecting the pubhc utility industry. 

9 

10 Q3, WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS CASE? 

11 A3. 1 have been retained by the Office of the Ohio Consumers' Counsel ("OCC") to 

12 review the proposed cost of service study and residential rate design of Duke 

13 Energy Ohio, Inc. ("Duke" or "Company"). I have also been asked to review the 

14 portions of the Report of the Staff ("Staff Report") of the Public Utilities 

15 Commission of Ohio ("PUCO" or "Commission") that discussed these same 

16 issues. 

17 

18 Q4. WHAT ARE YOUR QUALIFICATIONS TO PROVIDE THIS TESTIMONY? 

19 A4. I have testified as an expert witness before utitity commissions or courts in the 

20 District of Columbia and in the states of Arizona, Delaware, Illinois, Kentucky, 

21 Maine, Maryland, New Jersey, New York, Ohio, Pennsylvania, and West 

22 Virginia. I also have testified as an expert witness before two committees of the 
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1 U.S. House of Representatives and one committee of the Pennsylvania House of 

2 Representatives. I also have served as a consultant to the staffs of the Connecticut 

3 Department of Pubhc Utility Control and the Delaware Pubhc Service 

4 Commission as well as to several national utility trade associations, and state and 

5 local governments throughout the country. Prior to establishing my own 

6 consulting and law practice, I was employed by the Pennsylvania Office of 

7 Consumer Advocate from 1983 through January 1994 in successive positions of 

8 increasing responsibility. From 1990 until I left state government, I was one of 

9 two senior attomeys in that Office. Among my other responsibilities in that 

10 position, I played a major role in setting its policy positions on water and electric 

11 utility matters. In addition, I was responsible for supervising the technical staff of 

12 that Office. I also testified as an expert witness for that Office on rate design and 

13 cost of service issues. 

14 

15 Throughout my career, I developed substantial expertise in matters relating to the 

16 economic regulation of public utilities. I have published articles, contributed to 

17 books, written speeches, and delivered numerous presentations, on both the 

18 national and state levels, relating to regulatory issues. I have attended numerous 

19 continuing education courses involving the utility industry. I also periodically 

20 participate as a faculty member in utility-related educational programs for the 

21 Institute for Public Utilities at Michigan State University, the American Water 

22 Works Association, and the Pennsylvania Bar Institute. Schedule SJR-l to this 
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1 testimony is my curriculum vitae. 

2 

3 Q5. DO YOU HAVE ANY EXPERIENCE THAT IS PARTICULARLY 

4 RELEVANT TO THE ISSUES IN THIS CASE? 

5 A5, Yes, I do. I have testified concerning rate design and cost of service issues in 

6 numerous proceedings involving electric, gas, or water utilities. Each case where 

7 I have testified is shown in Schedule SJR-1. My most recent testimony involving 

8 rate design and cost of service issues for an electric utility was in a 2008 base rate 

9 proceeding involving Commonwealth Edison Company, in which I testified on 

10 behalf of the Office of Attomey General in Illinois. 

11 

12 Q6. WHAT DOCUMENTS AND DATA HAVE YOU REVIEWED? 

13 A6. I have reviewed the Company's Application, the Direct Testimony of James E. 

14 Ziolkowski and Donald L. Storck, the Staff Report, and numerous responses by 

15 the Company to interrogatories and requests for production of documents related 

16 to rate design and cost of service issues. 
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1 IL SUMMARY 

2 Summary of Recommendations 

3 Q7. PLEASE SUMMARIZE YOUR RECOMMENDA TIONS CONCERNING 

4 REVENUE ALLOCATION. 

5 A7. I make the following recommendation conceming the inter-class allocation of any 

6 revenue increase authorized in this case: 

7 • I f the Commission authorizes a rate increase that is less than 65 percent of 
8 Duke's request, then Duke's class allocation should be used, with a 
9 proportionate scale-back to each class. 

10 " I f the Commission authorizes a rate increase that is more than 65 percent of 
11 Duke's request, then Duke's proposal should be modified in three ways: 

12 o The rates for Rate DP should be set as Staff proposed - an increase of 
13 64.9 percent. This would create a revenue shortfall, compared to 
14 Duke's proposal, of $5.8 milhon (at Duke's revenue requirement) or 
15 less. 

16 o The substantial rate decrease Duke proposes for Rate DM 
17 (approximately $2.0 million) should not be adopted. Instead, Rate 
18 DM's rates should remain unchanged, 

19 o The remaining shortfall in revenues (S3.8 million or less) should be 
20 recovered from the remaining customer classes (except Rate TS) in 
21 proportion to the class's revenues. 

22 I explain the reasoning behind these recommendations in Section III of my 

23 testimony. 

24 

25 Q8. PLEASE SUMMARIZE YOUR RECOMMENDATIONS CONCERNING 

26 RESIDENTIAL RATE DESIGN. 

27 A8. I make the following recommendations conceming the design of residential rates 
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(Rate RS): 

2 • The PUCO should reject Duke's proposed increase in the residential customer 
3 charge to $10.00 from the current rate of $4.50 per month. 

4 • Staffs general methodology for determining the residential customer charge 
5 is appropriate, but it fails to take into accoimt certain reductions that should be 
6 made to reflect (1) credits to rate base associated with investments included in 
7 Staffs calculation, and (2) revenues the Company receives from residential 
8 customers from miscellaneous service charges that are designed to recover the 
9 same customer-related costs. 

10 • Using the midpoint of Staff s rate of retum, I calculate that the customer , 
11 charge for Rate RS should be no more than $5.53 per month. If the PUCO 
12 adopts a different rate of retum (or changes any of the other costs included in 
13 the customer charge calculation), then the customer charge should be 
14 modified accordingly. 

15 These issues are discussed in detail in Section IV of my testimony. 

16 Summary of Duke's Proposals 

17 Q9. PLEASE SUMMARIZE YOUR UNDERSTANDING OF DUKE'S REVENUE 

18 INCREASE ALLOCA TION PROPOSAL. 

19 A9. Duke is proposing to allocate any rate increase it receives in this case to bring 

20 each customer class to 100% of the cost of serving that class.' According to 

21 Duke's cost of service study^, the residential classes^ are paying a greater share of 

22 costs under present rates than is indicated by the cost of service study."̂  Duke 

' Direct Testimony of Donald L. Storck, pp. 11-12; see also Duke Schedule E-3.2, p. 20, lines 31 and 33 
(showing proposed revenues equal to the total cost of service for each customer class). 

^ Duke Schedule E-3.2. 

" Duke's cost of service study shows one residential class. Within that class, residential customers can be 
served on one of five rate schedules: Rates RS (residential service), ORH (optional heating service), TD 
(optional time of day service), CUR (common use areas in multi-unit buildings), or RE3P (three-phase 
service). See Duke Sch. E-4. The rates for RS and CUR are identical, and account for essentially 100% of 
residential revenues. Whenever I refer to Rate RS, I mean the combination of Rate RS and Rate CUR. 

* This is clearly illustrated in Table 1 on page 28 of the Staff Report. 
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1 proposes, therefore, that residential customers should receive a smaller-than-

2 average rate increase in this case. Specifically, Duke is proposing an overall 

3 increase in its retail base rate revenue requirement of $85,6 million (27.5 percent). 

4 The proposed increase for residential customers is $36.0 million (19.6 percent). 

5 

6 QIO. PLEASE SUMMARIZE YOUR UNDERSTANDING OF DUKE'S PROPOSAL 

1 FOR DESIGNING RESIDENTIAL RA TES. 

8 AlO. Duke proposed a significant change in the design of its residential rates. At the 

9 present time. Rate RS has a customer charge of $4.50 per month and a distribution 

10 charge of 1.9949 cents per kilowatt-hour (KWH).^ Duke proposed to increase the 

11 customer charge to $10.00 per month and to decrease the distribution charge to 

12 1.9217 cents per KWH.^ 

13 

14 The effect of Duke's proposal would be to recover its proposed $36.0 million 

15 increase in Rate RS revenues by increasing customer charge revenues by $41.5 

16 million and decreasing distribution (per KWH) revenues by $5.5 million, as I 

17 show on Schedule SJR-2. 

^ Duke Schedule E-4, p.2. 

^ Duke Schedule E-4.1, p. 2. 

^ Duke Schedule E-4.1, p. 1. 
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1 Summary of PUCO Staff's Recommendations 

2 QIL PLEASE SUMMARIZE YOUR UNDERSTANDING OF THE PUCO 

3 STAFF'S PROPOSAL CONCERNING INTER-CLASS REVENUE 

4 ALLOCATION 

5 Al l . PUCO Staff recommended that the amount of any rate increase allocated to the 

6 residential class should be higher than Duke recommended. Specifically, Staff 

7 recommended that, under Duke's proposed 27.5 percent increase, residential 

8 revenues should be increased by $42.1 million (22.9 percent) or approximately 

9 $6.1 miUion more than Duke proposed. 

10 

11 Q12. PLEASE SUMMARIZE YOUR UNDERSTANDING OF THE PUCO 

12 STAFF'S RESIDENTIAL RATE DESIGN PROPOSAL. 

13 A12. Staff recommended a different residential rate design than Duke proposed. Staff 

14 proposed that the Rate RS customer charge should be $5.71 per month, an 

15 increase of 26.9 percent above the existing rate of $4.50. The remaining increase 

16 in residential revenues should be recovered from the per KWH charge. Under 

17 Staffs proposed allocation of the rate increase to the residential class, this would 

18 result in a distribution charge of 2.4343 cents per KWH (Staff Report at 34). I 

19 compare Staffs recommendation with Duke's present rates on Schedule SJR-3. 

20 

21 In addition, Staff recommended that the $5.71 customer charge it calculated under 

22 Duke's proposed revenue requirement should not be changed if the Commission 
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1 determines that a smaller revenue requirement is reasonable. That is. Staff 

2 recommends that the residential rate set in this case should include a customer 

3 charge of $5.71 per month, regardless of the level of revenue requirement 

4 determined by the Commission. Any change in the revenue requirement would 

5 be reflected only in the residential distribution (per KWH) charge. 

6 

7 III. ALLOCATION OF ANY RATE INCREASE 

8 Q13. HOW DID DUKE PROPOSE TO ALLOCA TE ANY RATE INCREASE 

9 GRANTED IN THIS CASE? 

10 A13. Duke proposes to allocate any rate increase to each customer class in accordance 

11 with the results of Duke's cost of service study. This would have the effect of 

12 recovering from each class the cost to serve that class. 

13 

14 Q14. HOW CLOSE ARE DUKE'S EXISTING RATES TO RECOVERING THE 

15 COST OF SERVICE FROM EACH CLASS? 

16 A14, Duke's existing rates do not closely track the cost of serving each class. Staff 

17 shows the rate of retum received from each customer class on page 28 of the Staff 

18 Report (Table 1). That table also shows the indexed retum, which is the 

19 proportion above or below the average retum that the class is paying. For 

20 example, if the system-average retum is 5 percent and a class is providing a return 

21 of 6 percent, its indexed rate of retum would be 1.20. It can be seen from Staffs 

22 table that the existing indexed retums range from 3.65 for the DM class to -0.94 
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1 for the DP class.^ This represents a very large disparity in each class's payment 

2 its cost of service - some classes are paying significantly more than cost, while 

3 others are paying much less than the cost to serve them. Indeed, the DP class is 

4 currently providing a negative retum, which means that it is not even covering the 

5 current expenses incurred to serve it, let alone a retum on the class's rate base. 

6 

7 Q15. WHAT DOES STAFF RECOMMEND? 

8 A15. Staff acknowledges that Duke's current rates are significantly out of line with the 

9 cost of serving each customer class, but Staff recommends that only 75 percent of 

10 the gap between existing retums and the cost of service should be closed in this 

11 case (Staff Report at 29-32). Staffs Table 1 shows that Staffs recommendation 

12 would result in class retums ranging from less than 5 percent (Rate DP) to more 

13 than 15 percent (Rate DM) - or from about 50% of the system-average retum 

14 (4.68% / 9.10%) to more than 160% of tiie average retum (15.12% / 9.10%). 

15 

16 Q16. I F THE COMMISSION BELIEVES THA T SOMETHING SHOULD BE 

17 DONE TO MITIGA TE THE LARGE INCREASE TO SOME CUSTOMER 

18 CLASSES, WOULD YOU SUPPORT STAFF'S APPROACH? 

19 A16. No, I would not support Staffs approach. If the Commission believes that 

20 something should be done to avoid very large increases, then I would recommend 

This range excludes the TS (Transmission) class. Duke proposed, and Staff and OCC agree, that the 
transmission class should no longer pay rates that recover any significant distribution costs. Thus, when 
this case is concluded, there will no longer be a disparity between the cost of service and the rates paid by 
the TS class. 
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1 a different approach. Staffs approach closes 75 percent of the gap between 

2 present rates and the cost of service. The 75 percent figure is wholly arbitrary and 

3 leads to some unusual results, as I explain below. 

4 

5 Table 4 on page 30 of the Staff Report shows that Staff is recommending a rate 

6 increase (under Duke's proposed revenue requirement) of 64.9 percent for Rate 

7 DP. Presumably, then, Staff beheves that a 65 percent increase in rates - in the 

8 context of an overall increase of 27.5 percent - is reasonable and justifiable. 

9 Duke proposed increases for the DS and EH classes of 42.9 percent and 51.8 

10 percent, respectively (as shown on Table 3 on page 30 of the Staff Report) -

11 increases that are much less than the one Staff proposes for Rate DP. Yet, Staff 

12 recommends smaller increases for these two customer classes (DS and EH), 

13 without any explanation. If it is reasonable to increase Rate DP by 65 percent, 

14 why is it necessary to lower a 43 percent increase to Rate DS to 37 percent? 

15 

16 Importantly, this is not a minor change by Staff. The difference between the 

17 revenues that would be collected from Rate DS under Duke's proposal and Staffs 

18 recommendation is $4.7 million. That money is being shifted onto other customer 

19 classes, perpetuating the disparity between rates and the cost of service into the 

20 future. 

21 

22 If the Commission believes that full-cost pricing (by class) is not achievable in 

10 
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1 this case, then 1 would recommend a two-part approach. First, if the Commission 

2 authorizes a rate increase that is less than 65 percent of Duke's request, then 

3 Duke's class allocation should be used, with a proportionate scale-back to each 

4 class. The 65 percent figure represents the point at which Staffs proposed 

5 increase for Rate DP (64.9%o) would be achieved by seating back Duke's 

6 proposed increase for that class (100.3%). In other words, if Duke were to 

7 receive 65 percent of the increase it requested, the rate increase to Rate DP -

8 under Duke's proposed allocation ~ would be approximately 65 percent, which is 

9 the same increase of Rate DP that Staff recommended. Thus, if the Commission 

10 grants Duke an increase of less than 65 percent, Duke's inter-class allocation 

11 would result in an increase to Rate DP that is less than the 64.9 percent 

12 recommended by Staff, so that should alleviate any concems raised by Staff I 

13 illustrate this on Schedule SJR-4 using a hypothetical increase in Duke's revenue 

14 requirement equal to 50 percent of Duke's request. 

15 

16 Second, if the Commission authorizes a rate increase that is more than 65 percent 

17 of Duke's request, then Duke's proposal should be modified in three ways: 

18 • The rates for Rate DP should be set as Staff proposed ~ an increase of 64.9 

19 percent. This would create a revenue shortfall, compared to Duke's 

20 proposal, of $5.8 million (at Duke's revenue requirement) or less. 

21 • The substantial rate decrease Duke proposes for Rate DM (approximately 

22 $2.0 million) should not be adopted. 

11 
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1 • The remaining shortfall in revenues ($3.8 million or less) should be 

2 recovered from the remaining customer classes (except Rate TS) in 

3 proportion to the class's revenues. 

4 On Schedule SJR-5,1 show the resulting class allocations and rates of retum using 

5 a hypothetical illustration where Duke receives 75% of the increase it requested. 

6 

7 IV. RESIDENTIAL RATE DESIGN 

8 Ql 7. ON PAGES 32 AND 33 OF THE STAFFREPORT, STAFF 

9 RECOMMENDED A RESIDENTIAL CUSTOMER CHARGE OF $5.71 PER 

10 MONTH, COMPARED TO DUKE'S PROPOSAL OF A $10.00 PER MONTH 

11 CHARGE. DO YOU AGREE WITH STAFF'S RECOMMENDATION? 

12 A17. No, I do not entirely agree with Staffs recommendation. I find that Staffs 

13 approach is certainly preferable to Duke's customer charge calculation, but 

14 additional adjustments should be made to develop an accurate, cost-based 

15 customer charge. 

16 

17 Staff stated that its methodology is "minimally compensatory and includes only 

18 those costs such as meters and service drops that are necessary for each customer 

19 to be served" (Staff Report at 32). I agree with this goal, but in performing its 

20 calculation Staff failed to consider two important factors. First, there are several 

21 rate base deductions that relate directly to the investment Staff included in the 

As mentioned above, OCC does not oppose the elimination of distribution costs from the Rate TS 
transmission rate, which is the source of the rate reduction for that class. 

12 
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1 customer charge calculation. Second, the customer costs Staff identified are not 

2 recovered only through the customer charge; some of those costs are also 

3 recovered through miscellaneous service charges (specifically, reconnection fees 

4 and bad check charges). 

5 

6 Q18. PLEASE DESCRIBE THE RATE BASE DEDUCTIONS THAT SHOULD BE 

7 INCLUDED IN STAFF'S CUSTOMER CHARGE CALCULATION. 

8 A18. There are three rate base deductions that should be reflected in Staffs customer 

9 charge calculation. I show these adjustments on Schedule SJR-6, lines 5-8, and I 

10 describe them below, 

11 

12 First, Staffs calculation included Duke's investment in meters and the customer 

13 component of transformers. Offsetting this investment are accumulated deferred 

14 income taxes ("ADIT") on electric meters and transformers. Duke shows the 

15 amount of this rate base deduction in its cost of service study. Specifically, on 

16 Schedule E-3.2a, page 6, line 4, Duke shows that the residential customer-related 

17 portion of ADIT for meters and transformers is $33,754. Staff failed to make this 

18 adjustment to net plant. 

19 

20 Second, according to Staffs workpapers. Staffs calculation of the carrying cost 

21 on rate base included the recovery of property taxes on the investment. Duke's 

22 cost of service study, however, shows that there are ADIT offsetting this 

13 
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1 investment. Specifically, Duke's Schedule E-3.2a, page 7, line 26 shows the 

2 residential customer-related offset of ADIT on property taxes is $210,325. Staff 

3 failed to make this adjustment to net plant. 

4 

5 Third, Staffs calculation included Duke's investment in services, meters, and 

6 transformers. Newer residential customers contribute to this investment by 

7 making Contributions in Aid of Constmction ("CIAC"). That is, not all of the 

8 investment shown in Staffs calculation is paid for by Duke; some of it is paid for 

9 by the customers themselves through CIAC, which is why CIAC is deducted from 

10 rate base. Duke's cost of service study (Schedule E-3,2a, page 6, line 2) shows 

11 the residential customer-related portion of CIAC is $1,143,794. Staff also failed 

12 to make this adjustment to net plant. 

13 

14 In total, Staffs customer-related plant investment of $93,379,284 should be 

15 reduced by $1,387,873, which leaves a total investment of $91,991,411, as shown 

16 on Schedule SJR-6, line 9. 

17 

18 Q19. WHAT IS SHOWN ON LINES 10 THROUGH 18 OF SCHEDULE SJR'6? 

19 A19. These lines reproduce Staffs calculation from page 33 of the Staff Report. I 

20 would note that while the Staff Report shows that it uses a 20.23% carrying cost 

21 on rate base, in fact it appears that Staffs calculation is based on a 19.69% 

14 
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1 carrying cost rate.^^ I have further updated this calculation to reflect Staffs 

2 recommended gross revenue conversion factor and rate of retum (using the 

3 midpoint of its retum on common equity recommendation). ̂  ̂  My calculation of 

4 the carrying charge factor is shown at the bottom of Schedule SJR-6, lines a 

5 through i, where I develop a carrying cost factor of 19.37%. 

6 

7 Lines 12 through 17 use the same accounts that are shown in the Staff Report. 

8 The only difference in the amounts used is a minor difference (about $1,000) on 

9 line 14, where the figure in Duke's cost of service study was slightly higher than 

10 the figure that Staff used. 

11 

12 Line 18 of Schedule SJR-6 shows the total carrying cost and expenses of 

13 $42,008,395 to be recovered from residential customers for direct, customer-

14 related costs. 

15 

16 Q20. HOW MUCH OF THIS $42 MILLION IS RECOVERED THROUGH 

17 MISCELLANEOUS SERVICE CHARGES? 

18 A20. On lines 19 through 21 of Schedule SJR-6,1 show that Duke already recovers 

19 $302,499 of this revenue from residential customers through its charges for 

20 reconnection and bad checks. 

"*The StaffReport(Table8onp. 33) shows a carrying cost of $18,386,381 on distribution plant of 
$93,379,284. 18,836,381 / 93,379,284 - 19.69%. 

'' My use of Staff s rate of retum recommendatio 
am using this to correct an internal inconsistency in Staffs analysis 

15 

' My use of Staff s rate of retum recommendation does not mean that I endorse that recommendation. I 
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1 Q2L HOW DOES THIS RECOVERY AFFECT YOUR CUSTOMER CHARGE 

2 CALCULATION? 

3 A2L Because $302,499 is already being recovered through other charges, residential 

4 customer charges need to recover $41,705,896, as I show on line 22 of Schedule 

5 SJR-6. When this amount is divided by the annual number of residential bills, 

6 (shown on line 23) the monthly customer charge should be set at $5.53. 

7 

8 Of course, if modifications are made to the rate of retum, tax conversion factor, or 

9 specific cost elements in the final Commission order, then this calculation should 

10 be adjusted accordingly. Subject to any such modifications, however, I 

11 recommend that the residential customer charge should be set at no more than 

12 $5.53 per month. 

13 

14 Q22. OTHER THAN DIFFERENCES BETWEEN STAFF'S METHODOLOGY 

15 AND DUKE'S METHODOLOGY, ARE THERE OTHER REASONS WHY 

16 THE CUSTOMER CHARGE SHOULD NOT BE RAISED TO $10.00 PER 

17 MONTH, AS DUKE PROPOSES? 

18 A22. Yes, I am particularly concemed about the impact of Duke's residential rate 

19 design proposal on its customers, particularly lower-use customers. As I 

20 discussed above, Duke is proposing a 19.6% increase to the residential class as a 

21 whole. But the impact of Duke's rate design proposal results in a few residential 

22 customers actually receiving rate decreases, while others would see the base rate 

16 
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portion of their bills more than double, as I will describe below. 

3 Q23. HOW DID YOU DETERMINE THE IMPACT OF DUKE'S RESIDENTIAL 

4 RATE DESIGN ON DUKE'S CUSTOMERS? 

5 A23. In response to OCC-POD-7-57, Duke provided actual bilhng data for a two-year 

6 period (Febmary 2007 through January 2009) for all of its Rate RS customers 

7 who are not on budget billing. In total, Duke provided data for 554,549 customer 

8 accounts. After reviewing the data, I found that approximately 105,000 accounts 

9 did not have a full twelve months of data for 2008, so I eliminated them from 

10 further analysis. I also found that, because of billing corrections, estimated bills, 

11 and other factors, approximately 15,000 accounts showed negative total 

12 consumption for 2008. I also eliminated those accounts from fiirther analysis. 

13 The resulting data set had actual 2008 billing data for 434,613 Duke residential 

14 customers. 

15 

16 I then totaled the annual consumption for each of the 434,613 customers and 

17 calculated each customer's annual base rate bill under present rates and Duke's 

18 proposed residential rates. I also calculated the percentage change in each 

19 customer's bill under Duke's proposal. The results of that analysis are shown on 

20 Schedule SJR-7 in the "Duke Rate Design Proposal" columns. 

21 

22 Schedule SJR-7 shows that even though the increase to the residential class as a 

17 
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1 whole is 19.6 percent. Duke's proposed rate design would result in the average 

2 residential customer receiving an increase 26.7 percent. Moreover, Duke's 

3 proposal results in vastly disparate impacts within the residential class. More than 

4 53,000 customers (12.2 percent of the residential class) would see their bills 

5 increase by 10 percent or less, while almost 129,000 customers (17.1 percent of 

6 the class) would face increases of 30 percent or more. At its most extreme, more 

7 than 12,000 customers (2.9 percent of the class) would see increases of 80 percent 

8 or more - more than four times the average increase for the class. The overall 

9 range of increases within the residential class is enormous ~ ranging from a 

10 decrease of 3.5 percent to an increase of 122.2 percent. 

11 

12 Q24, WHAT DO YOU CONCLUDE FROM YOUR ANALYSIS OF DUKE'S RATE 

13 DESIGN PROPOSAL ? 

14 A24. I conclude that Duke's residential rate design proposal is not reasonable. The 

15 proposal penahzes low-use customers: the less electricity you use, the greater the 

16 percentage increase in your base rate bill under Duke's proposal. The disparity in 

17 impacts on customers within the same class is unreasonably large and has not 

18 been justified by Duke. 

18 
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1 Q25. DID YOU PERFORM A SIMILAR ANALYSIS FOR STAFF'S 

2 RECOMMENDED RESIDENTIAL RA TE DESIGN AND YOUR PROPOSED 

3 RATE DESIGN? 

4 A25. Yes, I did. I performed a similar analysis for Staffs residential rate design 

5 recommendation and for my residential rate design proposal. For both of those 

6 analyses, I performed the calculations assxuning Duke's proposed revenues for the 

7 residential class. This assumption was made so that the results of the different 

8 rate design proposals could be viewed in an "apples to apples" comparison, 

9 without regard to the parties' revenue requirements and inter-class allocation 

10 proposals. The results of those analyses are also presented on Schedule SJR-7. 

11 

12 The schedule shows that the Staffs recommendation is much closer than Duke's 

13 to being fair to all residential customers. No customer would receive an increase 

14 of less than 17.9 percent or more than 26.9 percent under Staffs proposal. The 

15 average residential customer would receive an increase of 20.09 percent, which is 

16 slightly higher than the class increase of 19.6 percent. 

17 

18 Schedule SJR-7 also shows that my residential rate design comes even closer to 

19 achieving fairness throughout the residential class. Under my proposal, all 

20 customers would have increases in the range of 18.8 percent to 22.9 percent. The 

21 average increase would be 19.8 percent, which is only slightly higher than the 

22 class increase of 19.6 percent. Either Staffs recommendation or my proposal 

19 
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1 would result in a residential rate design that avoids grossly disparate impacts on 

2 customers based on their consumption. 

3 

4 Q26. WHAT DO YOU CONCLUDE ABOUT RESIDENTIAL RATE DESIGN? 

5 A26, For all of the reasons I discussed above - including Staffs methodology for 

6 determining customer charges, necessary modifications to the Staff methodology, 

7 and the actual impact on more than 400,000 residential customers - 1 conclude 

8 that Duke's rate design proposal for the residential class should be rejected. 

9 Staffs calculation of the residential customer charge needs to be modified to 

10 produce a customer charge of no more than $5.53 per month (under Duke's 

11 proposed revenue requirement). 

12 

13 V. CONCLUSION 

14 Q27. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 

15 A27. Yes, it does. However, I reserve the right to incorporate any new information that 

16 may subsequently become available, I also reserve the right to supplement my 

17 testimony in the event that the PUCO Staff fails to support any recommendations 

18 made in the Staff Report, and/or changes in any positions in the Staff Report. 
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In the Matter of the Regulation of the Electric Fuel Component Contained within the Rate Schedules of 
Cincinnati Gas and Electric Co. and Related Matters, Public Utilities Commission of Ohio, Case 
No. 96-103-EL-EFC. 1997. Conceming the costs and procedures associated with the 
implementation of the Clean Air Act Amendments of 1990, on behalf of the Ohio Consumers' 
Counsel. 

Bangor Hydro-Electric Company Petition for Temporary Rate Increase, Maine Public Utilities 
Commission, Docket No. 97-201. 1997. Conceming the reasonableness of granting an electric 
utility's request for emergency rate relief, and related issues, on behalf of the Maine Public 
Advocate. 

Testimony concerning HB. 1068 Relating to Restructuring of the Natural Gas Utility Industry, Consumer 
Affairs Committee, Pennsylvania House of Representatives. 1997. Conceming the provisions of 
proposed legislation to restmcture the natural gas utility industry in Pennsylvania, onbehalf of the 
Pennsylvania AFL-CIO Gas Utihty Caucus. 

In the Matter of the Regulation of the Electric Fuel Component Contained within the Rate Schedules of 
Cleveland Electric Illuminating Company and Toledo Edison Company and Related Matters, 
Public Utihties Commission of Ohio, Case Nos. 97-107-EL-EFC and 97-I08-EL-EFC. 1997. 
Conceming the costs and procedures associated with the implementation of the Clean Air Act 
Amendments of 1990, on behalf of the Ohio Consumers' Counsel. 

In the Matter of the Petition of Valley Road Sewerage Company for a Revision in Rates and Charges for 
Water Service, New Jersey Board of Public Utilities, Docket No. WR92080846J. 1997. 
Conceming the revenue requirements and rate design for a wastewater treatment utility, on behalf 
of the New Jersey Division of Ratepayer Advocate. 

Bangor Gas Company, L.L. C, Petition for Approval to Furnish Gas Service in the State of Maine, Maine 
Public Utilities Commission, Docket No. 97-795. 1998. Conceming the standards and public 
policy concems involved in issuing a certificate of pubHc convenience and necessity for a new 
natural gas utility, and related ratemaking issues, on behalf of the Maine Public Advocate. 

In the Matter of the Investigation on Motion of the Commission into the Adequacy of the Public Utility 
Water Service Provided by Tidewater Utilities, Inc., in Areas in Southern New Castle County, 
Delaware, Delaware Public Service Commission, Docket No. 309-97. 1998. Conceming the 
standards for the provision of efficient, sufficient, and adequate water service, and the apptication 
of those standards to a water utility, on behalf of the Delaware Division of the Public Advocate. 

In the Matter of the Regulation of the Electric Fuel Component Contained within the Rate Schedules of 
Cincifznati Gas and Electric Co. and Related Matters, Public Utilities Commission of Ohio, Case 
No. 97-103-EL-EFC. 1998. Conceming fuel-related transactions with affiliated companies and the 
appropnate ratemaking treatment and regulatory safeguards involving such transactions, on behalf 
of the Ohio Consumers' Counsel. 

Olde Port Mariner Fleet. Inc. Complaint Regarding Casco Bay Island Transit District's Tour and Charter 
Service, Maine Pubhc Utilities Commission, Docket No. 98-161. 1998. Conceming the standards 
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and requirements for allocating costs and separating operations between regulated and unregulated 
operations of a transportation utility, on behalf of the Maine Public Advocate and Olde Port 
Mariner Fleet, Inc. 

Central Maine Power Company Investigation of Stranded Costs, Transmission and Distribution Utility 
Revenue Requirements, and Rate Design, Maine Public Utihties Commission, Docket No. 97-580. 
1998. Conceming the ttreatment of existing rate discounts when designing rates for a transmission 
and distribution electric utility, on behalf of the Maine Public Advocate. 

Pa. Public Utility Commission v. Manufacturers Water Company, Peimsylvania Public Utihty Commission, 
Docket No. R-00984275. 1998. Conceming rate design on behalf of the Manufacturers Water 
Industrial Users. 

In the Matter of Petition ofPennsgrove Water Supply Company for an Increase in Rates for Water Service, 
New Jersey Board of Public Utilities, Docket No. WR98030147. 1998. Conceming the revenue 
requirements, level of affiliated charges, and rate design for a water utihty, on behalf of the New 
Jersey Division of Ratepayer Advocate. 

In the Matter of Petition ofSeaview Water Company for an Increase in Rates for Water Service, New Jersey 
Board of Public Utilities, Docket No. WR98040193. 1999. Conceming the revenue requirements 
and rate design for a water utility, on behalf of the New Jersey Division of Ratepayer Advocate. 

In the Matter of the Regulation of the Electric Fuel Component Contained within the Rate Schedules of 
Ohio Power Company and Columbus Southern Power Company and Related Matters, PubHc 
Utilities Commission of Ohio, Case Nos. 98-101-EL-EFC and 98-102-EL-EFC. 1999. Conceming 
the costs and procedures associated with the implementation of the Clean Air Act Amendments of 
1990, on behalf of the Ohio Consumers' Counsel. 

In the Matter of the Regulation of the Electric Fuel Component Contained within the Rate Schedules of 
Dayton Power and Light Company and Related Matters, Public Utilities Commission of Ohio, Case 
No. 98-105-EL-EFC. 1999. Conceming the costs and procedures associated with the 
implementation of the Clean Air Act Amendments of 1990, on behalf of the Ohio Consumers' 
Counsel. 

In the Matter of the Regulation of the Electric Fuel Component Contained within the Rate Schedules of 
Monongahela Power Company and Related Matters, Public Utilities Commission of Ohio, Case 
No. 99-106-EL-EFC. 1999. Conceming the costs and procedures associated with the 
implementation of the Clean Air Act Amendments of 1990, on behalf of the Ohio Consumers' 
Counsel. 

County of Suffolk, et al. v. Long Island Lighting Company, et al., U.S. District Court for the Eastern District 
of New York, Case No. 87-CV-0646. 2000. Submitted two affidavits conceming the calculation 
and collection of court-ordered refunds to utility customers, on behalf of counsel for the plaintiffs. 

Northern Utilities, Inc., Petition for Waivers from Chapter 820, Maine Public Utilities Commission, Docket 
No. 99-254. 2000. Conceming the standards and requirements for defining and separating a natural 
gas utihty's core and non-core business fimctions, on behalf of the Maine Public Advocate. 
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Notice of Adjustment of the Rates of Kentucky-American Water Company, Kentucky Public Service 
Commission, Case No. 2000-120. 2000. Conceming the appropriate methods for allocating costs 
and designing rates, on behalf of the Kentucky Office of Attomey General. 

In the Matter of the Petition of Gordon's Corner Water Company for an Increase in Rates and Charges for 
Water Service, New Jersey Board of Public Utilities, Docket No. WR00050304. 2000. Conceming 
the revenue requirements and rate design for a water utility, on behalf of the New Jersey Division of 
Ratepayer Advocate. 

Testimony conceming Arsenic in Drinking Water: An Update on the Science, Benefits, and Costs, 
Committee on Science, United States House of Representatives. 2001. Conceming the effects on 
low-income households and small commtmities from a more stringent regulation of arsenic in 
drinking water. 

In the Matter of the Application of The Cincinnati Gas & Electric Company for an Increase in Gas Rates in 
its Service Territory, Public Utilities Commission of Ohio, Case No. 01-1228-GA-AIR, et al. 2002. 
Conceming the need for and stmcture of a special rider and alternative form of regulation for an 
accelerated mam replacement program, on behalf of the Ohio Consumers' Counsel. 

Pennsylvania State Treasurer's Hearing on Enron and Corporate Governance Issues. 2002. Conceming 
Enron's role in Pennsylvania's electricity market and related issues, on behalf of the Permsylvania 
AFL-CIO. 

An Investigation into the Feasibility and Advisability of Kentucky-American Water Company's Proposed 
Solution to its Water Supply Deficit, Kentucky Pubhc Service Commission, Case No. 2001-00117. 
2002. Conceming water supply planning, regulatory oversight, and related issue, on behalf of the 
Kentucky Office of Attomey General. 

Joint Application of Pennsylvania-American Water Company and Thames Water Aqua Holdings GmbH, 
Pennsylvania Public Utility Commission, Docket Nos. A-212285F0096 and A-230073F0004. 2002. 
Conceming the risks and benefits associated with the proposed acquisition of a water utility, on 
behalf of the Pennsylvania Office of Consumer Advocate. 

Application for Approval of the Transfer of Control of Kentucky-American Water Company to RWEAG and 
Thames Water Aqua Holdings GmbH, Kentucky Public Service Commission, Case No. 
2002-00018. 2002. Conceming the risks and benefits associated with the proposed acquisition of a 
water utility, on behalf of the Kentucky Office of Attomey General. 

Joint Petition for the Consent and Approval of the Acquisition of the Outstanding Common Stock of 
American Water Works Company, Inc., the Parent Company and Controlling Shareholder of West 
Virginia-American Water Company, West Virginia Pubhc Service Commission, Case No. 01-1691-
W-PC. 2002. Conceming the risks and benefits associated with the proposed acquisition of a water 
utility, on behalf of the Consumer Advocate Division of the West Virginia Public Service 
Commission. 

Joint Petition of New Jersey-American Water Company, Inc. and Thames Water Aqua Holdings GmbH for 
Approval of Change in Control of New Jersey-American Water Company, Inc.,'New Jersey Board 
of Pubhc Utilities, Docket No. WMOl 120833. 2002. Conceming the risks and benefits associated 
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with the proposed acquisition of a water utility, on behalf of the New Jersey Division of Ratepayer 
Advocate. 

Illinois-American Water Company. Proposed General Increase in Water Rates, Illinois Commerce 
Commission, Docket No. 02-0690. 2003. Conceming rate design and cost of service issues, on 
behalf of the Illinois Office of the Attomey General. 

Pennsylvania Public Utility Commission v. Pennsylvania-American Water Company, Pennsylvania Public 
Utility Commission, Docket No. R-00038304. 2003. Conceming rate design and cost of service 
issues, on behalf of the Pennsylvania Office of Consumer Advocate. 

West Virginia-American Water Company, West Virginia Pubhc Service Commission, Case No. 03-0353-W-
42T. 2003. Conceming affordability, rate design, and cost of service issues, on behalf of the West 
Virginia Consumer Advocate Division. 

Petition ofSeabrook Water Corp. for an Increase in Rates and Charges for Water Service, New Jersey 
Board of Public Utilities, Docket No. WR3010054. 2003. Conceming revenue reqitirements, rate 
design, pmdence, and regulatory pohcy, on behalf of the New Jersey Division of Ratepayer 
Advocate. 

Chesapeake Ranch Water Co. v. Board of Commissioners of Calvert County, U.S. District Court for 
Southern Distirict of Maryland, Civil Action No. 8:03-cv-02527-AW. 2004. Subnutted expert report 
conceming the expected level of rates under various options for serving new commercial 
development, on behalf of the plaintiff 

Testimony concerning Lead in Drinking Water, Committee on Government Reform, United States House of 
Representatives. 2004. Conceming the trade-offs faced by low-income households when drinking 
water costs increase, mcluding an analysis of H.R. 4268. 

West Virginia-American Water Company, West Virginia Pubhc Service Commission, Case No. 04-0373-W-
42T. 2004. Conceming affordability and rate comparisons, on behalf of the West Virginia 
Consumer Advocate Division. 

West Virginia-American Water Company, West Virginia Pubhc Service Commission, Case No. 04-0358-W-
PC. 2004. Conceming costs, benefits, and risks associated with a wholesale water sales contract, on 
behalf of the West Virginia Consumer Advocate Division. 

Kentucky-American Water Company, Kentucky Public Service Commission, Case No. 2004-00103. 2004. 
Conceming rate design and tariff issues, on behalf of the Kentucky Office of Attorney General 

New Landing Utility, Inc., Illinois Commerce Commission, Docket No. 04-0610. 2005. Conceming the 
adequacy of service provided by, and standards of performance for, a water and wastewater utility, 
on behalf of the Illinois Office of Attomey General. 

People of the State of Illinois v. New Landing Utility, Inc., Circuit Court of the 15* Judicial District, Ogle 
County, Illinois, No. OO-CH-97. 2005. Conceming the standards of performance for a water and 
wastewater utility, including whether a receiver should be appointed to manage the utility's 
operations, on behalf of the Illinois Office of Attomey General. 
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Hope Gas, bic. dJb/a Dominion Hope, West Virginia Public Service Commission, Case No. 05-0304-G-
42T. 2005. Conceming the utility's relationships with affiliated companies, including an 
appropriate level of revenues and expenses associated with services provided to and received from 
affiliates, on behalf of the West Vfrginia Constimer Advocate Division. 

Monongahela Power Co. and The Potomac Edison Co., West Virginia Public Service Commission, Case 
Nos. 05-0402-E-CN and 05-0750-E-PC. 2005. Conceming review ofa plan to finance the 
constmction of pollution control facilities and related issues, on behalf of the West Virginia 
Consumer Advocate Division. 

Joint Application of Duke Energy Corp., et a l , for Approval of a Transfer and Acquisition of Control, Case 
Kentucky PubHc Service Commission, No. 2005-00228. 2005. Conceming the risks and benefits 
associated with the proposed acquisition of an energy utility, on behalf of the Kentucky Office of 
the Attomey General 

Commonwealth Edison Company proposed general revision of rates, restructuring and price unbundling of 
bundled service rates, and revision of other terms and conditions of service, Illinois Commerce 
Commission, Docket No. 05-0597. 2005. Conceming rate design and cost of service, on behalf of 
the Illinois Office of Attomey General. 

Pennsylvania Public Utility Commission v. Aqua Pennsylvania, Inc., Pennsylvania PubHc Utility 
Commission, Docket No. R-00051030. 2006. Conceming rate design and cost of service, on behalf 
of the Pennsylvania Office of Consumer Advocate. 

Central Illinois Light Company d/b/a AmerenCILCO, Central Illinois Public Service Company dJb/a 
AmerenCIPS, and Illinois Power Company d/b/a AmerenIP, proposed general increases in rates 
for delivery service, Illinois Commerce Commission, Docket Nos. 06-0070, et al. 2006. 
Conceming rate design and cost of service, on behalf of the Illinois Office of Attomey General. 

Grens, et al., v. Illinois-American R f̂lfer Co., Illinois Commerce Commission, Docket Nos. 5-0681, etal. 
2006. Conceming utility billing, metering, meter reading, and customer service practices, on behalf 
of the Illinois Office of Attomey General and the Village of Homer Glen, Mnois. 

Commonwealth Edison Company Petition for Approval of Tariffs Implementing ComEd's Proposed 
Residential Rate Stabilization Program, Illinois Commerce Commission, Docket No. 06-0411. 
2006. Conceming a utility's proposed purchased power phase-in proposal, in behalf of the Illinois 
Office of Attomey General 

Illinois-American Water Company, Application for Approval of its Annual Reconciliation of Purchased 
Water and Purchased Sewage Treatment Surcharges Pursuant to 83 III. Adm. Code 655, Elinois 
Commerce Commission, Docket No. 06-0196. 2006. Conceming the reconcihation of purchased 
water and sewer charges, on behalf of the Illinois Office of Attomey General and the Village of 
Homer Glen, Illinois. 

Illinois-American Water Company, et a l , Illinois Commerce Commission, Docket No. 06-0336. 2006. 
Conceming the risks and benefits associated with the proposed divestiture ofa water utility, on 
behalf of the Illinois Office of Attomey General 
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Joint Petition of Kentucky-American Water Company, et a l , Kentucky Public Service Commission, Docket 
No. 2006-00197. 2006. Conceming the risks and benefits associated with the proposed divestiture 
ofa water utility, on behalf of the Kentucky Office of Attomey General 

Aqua Illinois, Inc. Proposed Increase in Water Rates for the Kankakee Division, Illinois Commerce 
Commission, Docket No. 06-0285. 2006. Conceming various revenue reqiurement, rate design, 
and tariff issues, on behalf of the County of Kankakee. 

Housing Authority for the City ofPottsville v. Schuylkill County Municipal Authority, Court of Common 
Pleas of Schuylkill County, Pennsylvania, No. S-789-2000. 2006. Conceming the reasonableness 
and uniformity of rates charged by a municipal water authority, on behalf of the Pottsville Housing 
Autiiority. 

Application of Pennsylvania-American Water Company for Approval ofa Change in Control, Pennsylvania 
Public Utihty Commission, Docket No. A-212285F0136. 2006. Conceming the risks and benefits 
associated with the proposed divestiture of a water utility, on behalf of the Pennsylvania Office of 
Consumer Advocate. 

Application of Artesian Water Company, Inc., for an Increase in Water Rates, Delaware Public Service 
Commission, Docket No. 06-158. 2006. Conceming rate design and cost of service, on behalf of 
the Staff of the Delaware Pubhc Service Commission. 

Central Illinois Light Company, Central Illinois Public Service Company, and Illinois Power Company: 
Petition Requesting Approval of Deferral and Securitization of Power Costs, Illinois Commerce 
Commission, Docket No. 06-0448. 2006. Conceming a utility's proposed purchased power phase-
in proposal, in behalf of the Illinois Office of Attomey General 

Petition of Pennsylvania-American Water Company for Approval to Implement a Tariff Supplement 
Revising the Distribution System Improvement Charge, Permsylvania Public Utility Commission, 
Docket No. P-00062241. 2007. Concemmg the reasonableness of a water utility's proposal to 
increase the cap on a statutorily authorized distribution system surcharge, on behalf of the 
Pennsylvania Office of Consumer Advocate. 

Adjustment of the Rates of Kentucky-American Water Company, Kentucky Public Service Commission, 
Case No. 2007-00143. 2007. Conceming rate design and cost of service, on behalf of the 
Kentucky Office of Attomey General. 

Application of Kentucky-American Water Company for a Certificate of Convenience and Necessity 
Authorizing the Construction of Kentucky River Station II, Associated Facilities and Transmission 
Main, Kentucky Public Service Commission, Case No. 2007-00134. 2007. Conceming the Hfe-
cycle costs ofa planned water supply source and the imposition of conditions on the constmction of 
that project, on behalf of the Kentucky Office of Attomey General 

Pa. Public Utility Commission v. Pennsylvania-American Water Company, Permsylvania Public Utility 
Commission, Docket No. R-00072229. 2007. Conceming rate design and cost of service, on behalf 
of the Pennsylvania Office of Consumer Advocate. 

IllinoiS'American Water Company Application for Approval of its Annual Reconciliation of Purchased 
Water and Purchased Sewage Treatment Surcharges, Ilhnois Commerce Commission, Docket 
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No. 07-0195. 2007. Conceming the reconciliation of purchased water and sewer charges, on behalf 
of the Illinois Office of Attomey General. 

In the Matter of the Application of Aqua Ohio, Inc. to Increase Its Rates for Water Service Provided In 
the Lake Erie Division, Public Utilities Commission of Ohio, Case No.07-0564-WW-AIR. 2007. 
Conceming rate design and cost of service, on behalf of the Office of the Ohio Consumers' 
Counsel 

Pa. Public Utility Commission v. Aqua Pennsylvania Inc., Pennsylvania Public Utility Conunission, 
Docket No. R-00072711. 2008. Conceming rate design, on behalf of the Mastiiope Property 
Owners Council. 

Illinois-American Water Company Proposed increase in water and sewer rates, Illinois Commerce 
Commission, Docket No. 07-0507. 2008. Conceming rate design and demand studies, on behalf 
of the Illinois Office of Attomey General. 

Central Illinois Light Company, d/b/a AmerenCILCO; Central Illinois Public Service Company, d/b/a 
AmerenCIPS; Illinois Power Company, d/b/a AmerenIP: Proposed general increase in rates for 
electric delivery service, Illinois Commerce Commission Docket Nos. 07-0585, 07-0586, 
07-0587. 2008. Conceming rate design and cost of service studies, on behalf of the Illinois 
Office of Attomey General. 

Commonwealth Edison Company: Proposed general increase in electric rates, Ilhnois Commerce 
Commission Docket No. 07-0566. 2008. Concerning rate design and cost of service studies, on 
behalf of the Illinois Office of Attomey General 

In the Matter of Application of Ohio American Water Co. to Increase Its Rates, PubHc Utilities 
Commission of Ohio, Case No. 07-1112-WS-AIR. 2008. Conceming rate design and cost of 
service, on behalf of the Office of the Ohio Consumers' Counsel 

In the Matter of the Application of The East Ohio Gas Company d/b/a Dominion East Ohio for Authority 
to Increase Rates for its Gas Service, PubHc Utilities Commission of Ohio, Case Nos. 07-829-
GA-AIR, et al. 2008. Conceming the need for, and stmcture of, an accelerated infrastructure 
replacement program and rate surcharge, on behalf of the Office of the Ohio Consumers' 
Counsel. 

Pa. Public Utility Commission v. Pennsylvania American Water Company, Pennsylvania Public Utility 
Commission, Docket No. R-2008-2032689. 2008. Conceming rate design, cost of service study, 
and other tariff issues, on behalf of the Pennsylvania Office of Consumer Advocate. 

Pa. Public Utility Commission v. York Water Company, Pennsylvania Public Utility Commission, Docket 
No. R-2008-2023067. 2008. Conceming rate design, cost of service study, and other tariff 
issues, on behalf of the Pennsylvania Office of Consumer Advocate. 

Northern Illinois Gas Company d/b/a Nicor Gas Company, Ilhnois Commerce Commission, Docket No, 
08-0363. 2008. Conceming rate design, cost of service, study, and automatic rate adjustments, 
on behalf of the Illinois Office of Attomey General 
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West Virginia American Water Company, West Virginia Public Service Commission, Case No. 08-0900-
W-42T. 2008. Conceming affiliated interest charges and relationships, on behalf of the 
Consumer Advocate Division of the Public Service Commission of West Virginia. 

Illinois-American Water Company Application for Approval of its Annual Reconciliation of Purchased 
Water and Purchased Sewage Treatment Surcharges, Illinois Commerce Commission, Docket 
No. 08-0218. 2008. Conceming the reconciliation of purchased water and sewer charges, on behalf 
of the Illinois Office of Attomey General. 
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Duke Energy Ohio, Inc. 

Case Nos. 08-709-EL-AIR, et al. 

Residential Customer Charge Calculation 

Line Account 

Schedule SJR>6 

Plant Accounts (Net Plant In Service) 

1 Transformers (min imum size) 

2 Services 

3 Meters 

4 Subtotal Net Plant 

Adjustments t o Net Plant 

5 ADIT - meters and transformers 

6 ADIT - property taxes 

7 CIAC - distr ibution / customer 

8 Subtotal Adjustments 

9 Customer-Related Rate Base 

10 Carrying Cost Rate 

(Return, depreciation, income tax, property tax) 

11 Carrying Cost on Rate Base 

Expense Accounts 

12 Meter expense / maintenance 

13 Customer installation expense 

14 Customer accounts / supervision / meter read 

15 Customer assistance 

16 Customer information and tnstruction 

17 Customer-Related Expenses 

I S Total Carrying Cost and Expenses 

Recovery through Other Operat ing Revenues 

19 Reconnection and customer diversion charges 
20 Bad check charges 

21 Other Operating Revenues 

22 Amount t o be Recovered th rough Customer Charge 

23 Number of Residential Bills/Year 

24 Customer Cost per Bill 

Carrying Cost Calculation 
a Equity component of capital structure 
b Mid-point Staff return on equity 
c Weighted after-tax cost of equity 
d Gross revenue conversion factor 
e Vt/eighted pre-tax cost of equity 
f Weighted cost of debt 
g Property tax factor 
h Depreciation expense factor 
i Carrying Cost Factor 

Balance Source 

s 

$ 

$ 

$ 

s 

s 

$ 

$ 

$ 

$ 

s 

s 

s 

48,136,460 

13,106,712 

32,136,112 

93,379,284 

(33,754) 

(210,325) 

(1,143,794) 

(1,387,873) 

91,991.411 

19.37% 

17,818,736 

1,168,373 

1,047,352 

19,811,567 

2,159,287 

3,080 

24489,659 

42,008,395 

(214,743) 

(87,756) 

(302,499) 

41,705,896 

7,545,060 

5.53 

51.59% 
10.63% 
5.48% 

1.5700221 
8.61% 
3.12% 
4.35% 
3.29% 

19.37% 

DukeSch. E-3.2a,p.4j. lS 

DukeSch.E-3.2a,p.4j. l9 

DukeSch.E-3.2a,p.4J.20 

Sum of lines 1 through 3 

DukeSch. E-3.2a,p. 6,1.4 

DukeSch. E-3.2a,p. 7,1.26 

DukeSch. E-3.2a,p. 6.1.2 

Sum of lines 5 through 7 

Line 4 +line 8 

Carrying cost calculation, below/ 

Line 9 x line 10 

DukeSch. E-3.2a, p. lOJ.40 

Staff Report, p. 33 

DukeSch. E-3.2a, p. 11,1.2 

Duke Sch. E-3.2a, p. 11,1.15 

DukeSch. E-3.2a, p. 11,1.16 

Sum of lines 12 through 16 

Line 11 + line 17 

DukeSch.£-3.2a,p.20,i.S 

Duke Sch. E-3.2a, p. 20J. 6 

Line 19 + line 20 

Line IS + line 21 

Duke Sch. E-4. p. 1,1. 6 

Line 22/ l ine 23 

Staff report, p. 14 
Staff report, p. 16 
Line a x line b 
Staff report, Sch. A-1,1.7 
Line ex lined 
Staff Report, p. 14 
Staff W/P 
Staff W/P 
Sum of lines e through h 
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