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L INTRODUCTION AND PURPOSE

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is James A. Riddle, and my business address is 139 E. Fourth Street,
Cincinnati, Ohio 45202.

BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?

I am Rates Manager, Pricing and Rates Options, for Duke Energy Business
Services, LLC (DEBS). DEBS provides various administrative and other services
to Duke Energy Ohio, Inc., (Duke Energy Ohio or Company) and other affiliated
companies of Duke Energy Corporation (Duke Energy).

ARE YOU THE SAME JAMES A. RIDDLE WHO FILED DIRECT
TESTIMONY IN THESE PROCEEDINGS?

Yes.

WHAT IS THE PURPOSE OF YOUR SUPPLEMENTAL DIRECT
TESTIMONY?

The purpose of my Supplemental Direct Testimony is to support the Company’s
objections to certain findings contained in the Report by Staff of the Public
Utilities Commission of Ohio (Staff) issued in these proceedings on January 4,
2013 (Staft Report).

II. OBJECTIONS SPONSORED BY WITNESS

PLEASE DESCRIBE THE COMPANY’S OBJECTION NO. 4.
Duke Energy Ohio objects to the staff’s adjustment to the test year revenue using
an average consumption per customer methodology. Duke Energy Ohio submitted

an estimate of sales based upon three months of actual and nine months of
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forecasted data consistent with Ohio’s filing requirements. Duke Energy Ohio’s
estimates, as provided in its Application in these proceedings, were reasonable
and should be the basis for revenues during the test period. The Staff Report did
not provide any compelling justification for Staff’s adjustment.

Staff’s adjustment methodology is erroneous in the fact that Staff’s
annualized average consumption adjustment was based on only nine months of
2012 actual kilowatt-hour sales data. The Staff’s methodology ignored the 2012
calendar months of October, November, and December. Staff’s calculation
implies that usage for these three months is constant and equal to the nine-month
average. This assumption cannot be true, and is thus unreasonable, due to the
seasonality of customer usage. Data shows usage in these months, especially
October and November, is typically lower than fhe annualized average usage.
Staff’s methodology results in a significantly higher kWh/customer usage than the
average usage that would be calculated using a full twelve months of actual data.
Staff’s adjustment in this regard is flawed and inaccurately inflates the Staff’s
estimate of Company’s base revenue for the test year.

Further, Staff’s support for its adjustment, that the adjusted test year
revenues should take into account a customer’s proclivity to conserve, is also
flawed and unreasonable. The Company’s test year data already does, in fact,
capture conservation impacts in the three months of actual data as well as the nine
months of forecast data. Specifically, the Company’s forecast methodology
already incorporates energy conservation impacts, including price-driven

conservation and equipment energy efficiency gains. It is not clear how Staff’s
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adjustment, especially including the error described above, translates into any
accounting for a “proclivity” to conserve by customers. This is especially true
considering the Staff’s erroneous adjustment results in higher average
consumption per customer and, correspondingly, unreasonably higher sales for
the test year. Staff’s methodology, relying on its questionable assumption about
customers’ proclivity to conserve, is duplicative and punitive, especially
considering that the Company’s test year sales already incorporate assumptions
about conservation efforts.

WHAT IS THE IMPACT OF STAFF’'S ADJUSTMENT TO DUKE
ENERGY OHIO?

The impact of Staff’s adjustment is that it serves to artificially inflate the
Company’s level of sales by assuming customers use the same amount of
electricity in October, November, and December as they do, on average, the rest
of the year, which factually is not the case. The Staff’s assumption thus
inappropriately results in an estimate of the Company’s sales that is artificially
and inaccurately inflated.

HOW DOES THE COMPANY PROPOSE TO CORRECT THIS STAFF’S
ERRONEOUS ADJUSTMENT TO TEST YEAR BASE REVENUE?

The Company believes that its filed test year base revenue should be used as it is
consistent with the Commission’s filing requirements and is more representative
of actual sales during the test year. The Company’s sales using three months
actual data and nine months forecasted data is reasonable and more accurately

reflects customer consumption, unlike Staff’s assumption which imputes a
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levelized consumption pattern based on nine months of actual data only. In the
alternative, if Staff is making adjustments to test year revenues, it should use
actual data for all twelve months in the test year. Attachment JAR-SUPP-1
replicates the AVERAGE CONSUMPTION sheet from the Staff Excel file titled
“Duke Electric Tariff Revenue Final (Avg Consumption).xlsx” and corrects
Staff’s methodology, using the Company’s test year data for October, November,
and December as proxy for actual data. This represents the available data at the
time Staff prepared its adjustment and serves to demonstrate the error in their
adjustment. The attachment shows the resulting difference in the calculations of
the percentage increase amounts. Clearly, the Staff’s estimate of test year sales
suggests percentage increases that are overstated.

Since the actual data for October, November and December is now
available, the attachment also uses this data to recalculate the adjustment for
comparison purposes. Again, this comparison clearly shows that the percent
increases proposed in the Staff Report are overstated.

WAS JAR-SUPP-1 PREPARED BY YOU AND UNDER YOUR
DIRECTION AND CONTROL?

Yes.

JAMES A. RIDDLE SUPPLEMENTAL DIRECT
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III. CONCLUSION

1 Q. DOES THIS CONCLUDE YOUR PRE-FILED SUPPLEMENTAL DIRECT
2 TESTIMONY?

3 Al Yes.
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