BEFORE
THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Application of The East )
Ohio Gas Company d/b/a Dominion East )
Ohio for Approval of Tariffs to Adjust its ) Case No. 12-3116-GA-RDR
Automated Meter Reading Cost Recovery )
Charge and Related Matters. )

APPLICATION

In accordance with R.C. 4929.11, the Commission’s October 15, 2008 Opinion and Order
in Case No. 07-829-GA-AIR (“Distribution Rate Case”), and the Commission’s October 3, 2012
Opinion and Order in Case No. 11-5843-GA-RDR (“the 11-5843 Order”), The East Ohio Gas
Company d/b/a Dominion East Ohio (“DEO”) respectfully requests that the Commission
approve an adjustment to DEO’s Automated Meter Reading (“AMR”) Cost Recovery Charge
from $0.42 per customer per month to $0.38 per customer per month to reflect costs during the
2012 calendar year associated with capital investments made from January 1, 2012, through June
30, 2012, and cumulatively. In support of its Application, DEO states as follows:

1. DEO is an Ohio corporation engaged in the business of providing natural gas
service to approximately 1.2 million customers in northeastern, western, and southeastern Ohio.
As such, DEO is a “natural gas company” and “public utility” as defined by R.C. 4905.03(A)(5)
and R.C. 4905.02.

2. On December 13, 2006, in Case No. 06-1453-GA-UNC, DEO filed an application
to establish an AMR Cost Recovery Charge, via an automatic adjustment mechanism. The
application was later consolidated with DEO’s Application in the Distribution Rate Case. As
described in DEO’s application, AMR technology: (i) provides a cost-effective way for DEO to

read customers’ meters as required under the minimum gas service standards; (ii) lessens the



need for estimated bills, which in turn results in a better match between the amount billed and
actual gas consumed; (iii) facilitates more frequent actual meter reads, which improves accuracy
in transferring service; and (iv) eliminates the need for DEO to schedule appointments to read
meters inside customers’ premises, further enhancing convenience for customers.

3. To enable timely implementation of AMR technology, DEO proposed the use of
an AMR Cost Recovery Charge applicable to all customer classes receiving AMR equipment.
By recovering its incremental program costs through a separate charge, DEO was able to secure
the capital funds needed to complete AMR installation on a five-year timetable. Absent this
charge, DEO would have been required to fund the program through its normal capital budgeting
process, which would have accommodated a 15- to 20-year systemwide deployment.

4, On May 23, 2008, Staff filed its report in the Distribution Rate Case. The Staff
Report concluded that “AMR technology is a cost effective way to achieve more frequent actual
meter readings and avoid inconveniencing these customers.” (06-1453 Staff Report at 42.) Staff
also agreed that a 5-year AMR deployment period “is preferable to spreading deployment over a
15 to 20 year time span . .. .” (ld. at 42-43.) Staff recommended approval of the AMR Cost
Recovery Charge, subject to certain modifications.

5. On August 22, 2008, the parties in the Distribution Rate Case stipulated to
adopting Staff’s recommendations with respect to AMR. On October 15, 2008, the Commission
approved the Stipulation. The Stipulation and Opinion and Order in the Distribution Rate Case
contemplated an annual adjustment of the AMR Cost Recovery Charge.

6. The current AMR Cost Recovery Charge was approved in the 11-5843 Order.
The 11-5843 Order ruled that DEO’s AMR program expired on December 31, 2011, and that

“should DEO wish to recover the cost of the remaining meters installed in 2012, DEO may



request an extension of the AMR program for the purpose of the Commission’s consideration of
DEO’s recovery of these remaining meters as part of DEO’s 2013 filing.” 1d. at 13.

7. In accordance with the 11-5843 Order, DEO requests that the Commission
approve cost recovery associated with the installation of AMR devices from January 1, 2012,
through June 30, 2012. At the beginning of 2012, 9,530 meters remained to be converted to
AMR. DEO is requesting cost recovery only of those devices installed as of June 30, 2012. At
that date, DEO had installed AMR devices on 7,502 of the remaining meters. At the end of
2012, DEO had installed AMR devices on all but 140 of its meters, and DEO has scheduled
appointments to complete the installation of AMR devices on all but 5 of the remaining meters.
The five meters belong to residential customers who have refused to allow DEO to install an
AMR device. The Commission’s Staff has agreed that DEO should not attempt to install AMR
devices on these meters. While DEO will continue to install AMR devices on all meters (save
the aforementioned five), DEO will not seek cost recovery associated with any installations
completed after June 30, 2012. All the reasons that justified the Commission’s approval of
DEO’s original AMR application in Case No. 06-1453-GA-UNC continue to apply, and DEO
has in fact installed AMR devices on nearly all remaining meters in its system to the benefit of
those customers. Therefore, DEO’s present request is just and reasonable and should be
approved.

8. On November 30, 2012, DEO filed a pre-filing notice, including schedules
reflecting estimated figures supporting the requested adjustment to the AMR Cost Recovery
Charge. In that Notice, DEO stated that it would serve an additional notice of its intent to file
this Application not later than 30 days prior to its filing on the mayor and legislative authority of

each municipality included in such application, pursuant to R.C. 4909.18 and 4909.43. Due to



an unintentional oversight, however, DEO did not serve the notice until February 8, 2013, which
was several days later than 30 days prior to the end of February. In keeping with the timelines
stated in the prefiling notice, DEO did not file its Application until March 11, 2013, to ensure
that municipalities had the full 30-day notice. Nevertheless, on February 28, 2013, DEO served
a complete copy of its filing to the Commission’s Staff and all the parties to the Distribution Rate
Case, including the Office of the Ohio Consumers’ Counsel (“OCC”), and Ohio Partners for
Affordable Energy (“OPAE”), to ensure that the later filing date did not limit their opportunity to
review. No municipality has ever intervened in any of the update proceedings to the AMR
Charge, and the only parties who have are OCC and OPAE. Thus, notwithstanding the filing
date, DEO believes that this approach will eliminate any actual delay in reviewing and ruling on
DEO’s Application.

9. In accordance with the Stipulation and Opinion and Order in the Distribution Rate
Case, DEO hereby submits the following schedules supporting its revised AMR Cost Recovery
Charge, which are attached collectively as Attachment A:

a. Schedule 1, which summarizes the annualized revenue requirement and the
proposed AMR Cost Recovery Charge;

b. Schedule 2, which reflects the incremental monthly plant additions for the cost
of AMR devices and installation and the cumulative plant additions resulting
from installations, system integration, and purchases of AMR devices and
related computer hardware and software;

c. Schedule 3, which reflects cumulative and incremental monthly depreciation
of the plant additions;

d. Schedule 4, which reflects cumulative and incremental post-in-service
carrying costs;

e. Schedule 5, which reflects the cumulative and incremental net deferred tax
balance related to post-in-service carrying costs;

f. Schedule 6, which reflects cumulative and incremental deferred tax on
liberalized depreciation;



g. Schedule 7, which reflects annual amortization of post-in-service carrying
costs for 2012;

h. Schedule 8, which reflects incremental annual property tax expense for 2012
associated with cumulative plant additions through December 31, 2011;

i. Schedule 9, which reflects the approved rate of return on rate base on a pre-
tax basis;

J. Schedule 10, which reflects the number of bills issued to customers on
applicable rate schedules between December 31, 2011, and December 31,
2012; and

k. Schedule 11, which reflects the change in call-center and meter-reading
expense from the 2007 approved baseline to the 2012 actual expense, in
compliance with the Commission’s supplemental directives contained in the
May 5, 2012 Opinion and Order in Case No. 09-1875-GA-RDR.

10. As reflected in Schedule 1:

a. The total net rate base through December 31, 2012, is $64,945,868.26;
b. The annualized pre-tax return on rate base is $7,377,850.63;

c. Meter-reading savings are $5,982,094.02;

d. The annualized AMR-related revenue requirement is $5,400,860.58;

e. The number of bills issued to customers on applicable rate schedules between
January 1, 2012, and December 31, 2012, is 14,351,305; and

f. The resulting AMR Cost Recovery Charge is $0.38 per customer per month.

11. In the 11-5843 Order, the Commission approved DEO’s current AMR tariff sheet.
Clean and scored versions of this tariff sheet reflecting the adjusted AMR Cost Recovery Charge
are attached as Attachment B.

12. In the 11-5843 Order, the Commission also stated that DEO “should prefile its
supporting testimony at the same time it files its application” and should “address . . . what
efforts it has made to maximize potential customer savings during 2012.” 1d. at 20.

Accordingly, Attachment C to this Application contains the Direct Testimony of Vicki H. Friscic



and Carleen F. Fanelly. Ms. Fanelly addresses DEQ’s efforts to maximize potential customer
savings during 2012 in her testimony.

13. DEO expects that it shall have the right to file rebuttal testimony in response to
any recommendations made by witnesses for the Commission’s Staff or any other intervenors.
By filing the Direct Testimony contained in Attachment C, DEO does not waive or forfeit any
right to file additional testimony to the extent any such recommendations are made.

WHEREFORE, DEO respectfully requests that the Commission approve DEQO’s
Application to adjust its AMR Cost Recovery Charge to $0.38 per customer per month, as
reflected in the revised AMR Cost Recovery Charge tariff attached as Attachment B, and grant

DEO all other necessary and proper relief.

Dated: March 11, 2013 Respectfully submitted,

/s/ Andrew J. Campbell

Mark A. Whitt (Counsel of Record)
Andrew J. Campbell

Gregory L. Williams

WHITT STURTEVANT LLP

The KeyBank Building, Suite 1590
88 East Broad Street

Columbus, Ohio 43215

Telephone: (614) 224-3911
Facsimile: (614) 224-3960
whitt@whitt-sturtevant.com
campbell@whitt-sturtevant.com
williams@whitt-sturtevant.com

ATTORNEYS FOR THE EAST OHIO
GAS COMPANY D/B/A DOMINION
EAST OHIO



CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing Application was served by electronic mail on

the 28th day of February, 2013, to the following:

Interstate Gas Supply, Inc.
Vincent Parisi

Matthew White

6100 Emerald Parkway
Dublin, Ohio 43016
vparisi@igsenergy.com
mswhite@igsenergy.com

Office of the Ohio Consumers’ Counsel
Joseph P. Serio, Esq.

Larry S. Sauer, Esq.

10 West Broad Street, Suite 1800
Columbus, OH 43215-3485
serio@occ.state.oh.us
sauer@occ.state.oh.us

Ohio Partners for Affordable Energy
Colleen Mooney, Esq.

P.O. Box 1793

Findlay, OH 45839-1793
drinebolt@aol.com
cmooney2@columbus.rr.com

UWUA Local G555

Todd M. Smith, Esq.
Schwarzwald & McNair LLP
616 Penton Media Building
1300 East Ninth Street
Cleveland, OH 44114
tsmith@smcnlaw.com

The Neighborhood Environmental Coalition,
The Empowerment Center of Greater
Cleveland, The Cleveland Housing Network,
and The Consumers for Fair Utility Rates
Joseph P. Meissner, Esq.

The Legal Aid Society of Cleveland

1223 West 6™ Street

Cleveland, OH 44113
jpmeissn@Ilasclev.org

Dominion Retail

Barth E. Royer, Esq.

33 South Grant Avenue
Columbus, OH 43215-3927
barthroyer@aol.com

Stand Energy Corporation
John M. Dosker, Esqg.

General Counsel

1077 Celestial Street, Suite 110
Cincinnati, OH 45202-1629
jdosker@stand-energy.com

Integrys Energy Services, Inc.

M. Howard Petricoff, Esq.

Stephen M. Howard, Esq.

Vorys, Sater, Seymour & Pease LLP
52 East Gay Street

P.O. Box 1008

Columbus, OH 43216-1008
mhpetricoff@vorys.com
smhoward@vorys.com



The Ohio Oil & Gas Association

W. Jonathan Airey, Esq.

Vorys, Sater, Seymour & Pease LLP
52 East Gay Street

P.O. Box 1008

Columbus, OH 43216-1008
wjairy@vorys.com

Devin D. Parram

Office of the Ohio Attorney General
Public Utilities Section

180 East Broad Street, 9" Floor
Columbus, Ohio 43215
devin.parram@puc.state.oh.us

Barbara Langhenry

City of Cleveland

Cleveland City Hall

601 Lakeside Avenue, Room 106
Cleveland, Ohio 44114-1077
blanghenry@city.cleveland.oh.us.

/s/ Andrew J. Campbell

One of the Attorneys for The East Ohio Gas
Company d/b/a Dominion East Ohio



ATTACHMENT A
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ATTACHMENT B



THE EAST OHIO GAS COMPANY Sixth Revised Sheet No. AMR 1
Superseding Fifth Revised Sheet No. AMR 1

AMR Cost Recovery Charge

A monthly charge of $0.38 shall be added to the otherwise applicable monthly service charge for
all customers receiving service under the following rate schedules to recover the depreciation,
incremental property taxes and post in-service carrying charges associated with the installation of
automated meter reading (AMR) equipment throughout East Ohio’s system:

a) General Sales Service — Residential

b) General Sales Service — Nonresidential

c) Large Volume General Sales Service

d) Energy Choice Transportation Service — Residential

e) Energy Choice Transportation Service — Nonresidential
f) Large Volume Energy Choice Transportation Service
g) General Transportation Service

h) Transportation Service for Schools

Issued: Effective:
Filed under authority of The Public Utilities Commission of Ohio in Case No. 12-3116-GA-RDR
Anne E. Bomar, Senior Vice President



‘ THE EAST OHIO GAS COMPANY SixthFth Revised Sheet No. AMR 1

Superseding FifthFeurth Revised Sheet No. AMR 1

AMR Cost Recovery Charge

| A monthly charge of $0.3842 shall be added to the otherwise applicable monthly service charge
for all customers receiving service under the following rate schedules to recover the depreciation,
incremental property taxes and post in-service carrying charges associated with the installation of
automated meter reading (AMR) equipment throughout East Ohio’s system:

a)
b)
c)
d)
e)
f)
9)
h)

General Sales Service — Residential

General Sales Service — Nonresidential

Large Volume General Sales Service

Energy Choice Transportation Service — Residential
Energy Choice Transportation Service — Nonresidential
Large Volume Energy Choice Transportation Service
General Transportation Service

Transportation Service for Schools

Issued: Becember14,2012 Effective: Oectober10,2012
Filed under authority of The Public Utilities Commission of Ohio in Case No. 12-311611-5843-GA-RDR

Anne E. Bomar, Senior Vice President
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DEO EXHIBIT 1.0

BEFORE
THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Application of The East )

Ohio Gas Company d/b/a Dominion East )

Ohio for Approval of Tariffs to Adjust its ) Case No. 12-3116-GA-RDR
Automated Meter Reading Cost Recovery )

Charge and Related Matters. )

DIRECT TESTIMONY OF VICKI H. FRISCIC
ON BEHALF OF
THE EAST OHIO GAS COMPANY D/B/A DOMINION EAST OHIO
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Q1.

Q2.

Q3.

Q4.

Q5.

Q6.

Direct Testimony of
Vicki H. Friscic

INTRODUCTION

Please introduce yourself.

My name is Vicki H. Friscic. 1 am employed by The East Ohio Gas Company d/b/a
Dominion East Ohio (“DEQO” or “Company”) as Director of Regulatory & Pricing. My
business address is 1201 East 55th Street, Cleveland, Ohio 44103.

DESCRIPTION OF APPLICATION

Was this year’s Automated Meter Reading (“AMR”) application prepared by you
or at your direction?

Yes.

Were the schedules and supporting calculations prepared or performed by you or at
your direction?

Yes.

To the best of your knowledge, are the schedules and supporting calculations
accurate and complete?

Yes.

What change is DEO requesting to the AMR Cost Recovery Charge (“AMR
Charge”)?

DEO is requesting a reduction from the current charge of $0.42 per applicable customer,
per month, to $0.38 per applicable customer, per month.

Please describe the components used to calculate the Annualized Revenue
Requirement for the AMR Program.

DEO has calculated the AMR Program revenue requirement in a manner consistent with
the revenue requirement calculation in the last rate case. The formula, shown on
Application Attachment A at Schedule 1 is rate base times rate of return plus operating

expenses. Each component of the formula is supported by a schedule or schedules.
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Please identify the rate components and schedules that support the calculation of
rate base shown on Application Attachment A at Schedule 1.

Rate base consists of the following components: Total Plant In Service shown on
Schedule 2; Accumulated Provision for Depreciation shown on Schedule 3; Post-in-
Service Carrying Costs (“PISCC”) shown on Schedule 4; Net Deferred Taxes on PISCC
shown on Schedule 5; and Deferred Taxes on Liberalized Depreciation shown on
Schedule 6.

Please explain the information set forth on Schedule 2 and how that information is
shown on Schedule 1.

Schedule 2 shows the Plant Additions by Month associated with the AMR Program
cumulatively and for the year ended December 31, 2012. These Plant Additions
represent capital investments by DEO for the purchase and installation of AMR devices
on customer meters, associated remote reading devices and equipment and computer
software. Plant Additions from Schedule 2 appear on Schedule 1 at line 3.

Please explain the information set forth on Schedule 3 and how that information is
shown on Schedule 1.

Schedule 3 shows the Provision for Depreciation associated with the AMR Program
cumulatively and for the year ended December 31, 2012. The accumulated Provision for
Depreciation, sometimes known as “Accumulated Depreciation,” represents the
depreciation expense accumulated since inception of the AMR Program and during the
year ended December 31, 2012, on the AMR Program Plant Additions shown on
Schedule 2. The accumulated Provision for Depreciation from Schedule 3 appears on
Schedule 1 at line 7 and the incremental depreciation expense for the year ended

December 31, 2012, from Schedule 3 appears on Schedule 1 at line 18.
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Q10. Please explain the information set forth on Schedules 4, 5, and 6 and how that

A

information is shown on Schedule 1.

Schedule 4 shows the Net Regulatory Asset - Post-in-Service Carrying Costs associated
with the AMR Program for the year ended December 31, 2012, and cumulatively.
PISCC represents carrying charges calculated at 6.5 percent on cumulative AMR Plant
Additions, for which the Commission has authorized cost recovery through the AMR
Charge, but for which cost recovery has not yet begun. The 6.5 percent rate is DEO’s
cost of long-term debt from the last rate case. The PISCC Net Regulatory Asset
represents accumulated PISCC net of the amortization of PISCC amounts deferred in
prior years. The PISCC Net Regulatory Asset from Schedule 4 appears on Schedule 1 at
line 11.

Schedule 5 shows the Net Deferred Tax Balance - PISCC associated with the AMR
Program for the year ended December 31, 2012, and cumulatively. The Net Deferred
Tax Balance - PISCC represents a tax liability resulting from a book versus tax timing
difference associated with the recognition of PISCC on AMR Plant Additions. The Net
Deferred Tax Balance - PISCC from Schedule 5 appears on Schedule 1 at line 12.
Schedule 6 shows Deferred Taxes on Liberalized Depreciation associated with the AMR
Program for the year ended December 31, 2012, and cumulatively. The Deferred Taxes
on Liberalized Depreciation represent the federal income tax liability associated with the
difference between depreciation allowed for income tax purposes, which is determined in
accordance with tax rules, compared with depreciation calculated for book purposes,
which is determined in accordance with accounting rules. Such taxes are calculated
based on AMR Plant Additions. The calculation of Deferred Taxes on Liberalized

Depreciation on Schedule 6 of this filing includes bonus tax depreciation allowed by law
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for capital additions in 2008 through 2012. Deferred Taxes on Liberalized Depreciation
from Schedule 6 appears on Schedule 1 at line 13.
Please identify the schedule that supports the Approved Pre-Tax Rate of Return

that DEO applies to the AMR Program rate base shown on Application Attachment
A at Schedule 1.

Schedule 9 shows the Approved Rate of Return on Rate Base as determined by the
Commission in its December 19, 2008 Entry on Rehearing in Case No. 07-829-GA-AIR
and the associated pre-tax rate. The Return on Rate Base using Pre-Tax Equity is shown
as the Approved Pre-Tax Rate of Return on Schedule 1 at line 15. The Approved Pre-
Tax Rate of Return multiplied by the AMR Program rate base on Schedule 1 at line 14
provides the amount of the Annualized Return on Rate Base on schedule 1 at line 16.

Please identify the rate components and schedules that support the calculation of
Operating Expense shown on Application Attachment A at Schedule 1.

Operating Expense consists of five rate components: Incremental Annual Depreciation
Expense shown on Schedule 3; Annualized Amortization of PISCC shown on Schedule
7; Incremental Annual Property Tax Expense shown on Schedule 8; Reduction in Meter
Reading Expense shown on Schedule 11; and Reduction in Call Center Expense shown
on Schedule 11.

Please explain the information set forth on Schedule 7 and how that information is
shown on Schedule 1.

Schedule 7 sets forth the Annualized Amortization of PISCC deferred for recovery in
prior years and during the year ended December 31, 2012. The Annualized Amortization
of PISCC represents the amortization during the twelve-month period the adjusted AMR
Charge will be in effect of PISCC accumulated during each year of the AMR Program

through December 31, 2012. This amortization spreads each year’s accumulated PISCC
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to expense over the lives of the related assets. The Annualized Amortization of PISCC is
shown on Schedule 1 at line 109.

Please explain the information set forth on Schedule 8 and how that information is
shown on Schedule 1.

Schedule 8 sets forth the Incremental Annual Property Tax Expense, which is property
tax expense for AMR-related assets recognized on DEO’s books during the year ended
December 31, 2012, and deferred for recovery through the AMR Charge. Property tax
expense recognized in any calendar year is based on plant assets as of the preceding year
end. As a result, property tax expense incurred in 2012 reflects one year’s tax on
cumulative AMR Plant Additions as of December 31, 2011. Incremental Annual
Property Tax Expense is shown on Schedule 1 at line 20.

Please explain the information set forth on Schedule 11 and how that information is
shown on Schedule 1.

Schedule 11 sets forth the Reduction in Meter Reading Expense for the year ended
December 31, 2012. The Reduction in Meter Reading Expense is determined by
measuring the decrease in meter reading expenses incurred during the 2012 program year
as compared with the same expenses in the baseline year, which is the calendar year
ended December 31, 2007. The Reduction in Meter Reading Expense amount for 2012 is
shown on Schedule 1 at line 21.

Schedule 11 also sets forth the Reduction in Call Center Expense attributable to
the AMR Program for the year ended December 31, 2012. The Reduction in Call Center
Expense is determined by comparing call center expenses during the 2012 program year,
after the adjustments ordered by the Commission in Case No. 09-1875-GA-UNC to
restate call center expenses for non-AMR-related activities since the 2007 baseline year,

with call center expenses in the baseline year. Any resulting decrease in restated call
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center expense compared with the baseline year would be the Reduction in Call Center
Expense shown on Schedule 1 at line 22.

Please explain the information set forth on Schedule 10 and how that information is
shown on Schedule 1.

Schedule 10 sets forth the number of Actual Bills Issued through DEO’s CSS (low-
pressure) and SBS (high-pressure) billing systems during the twelve months ended
December 31, 2012, for each of the rate classes to which the AMR Charge is applicable.
The total number of bills issued for 2012 is reflected on Schedule 1 at line 24.

How is the AMR Charge shown on Schedule 1 at line 25 calculated?

The AMR Program Annualized Revenue Requirement on Schedule 1 at line 23 is divided
by the total Number of Bills at line 24 to arrive at the AMR Charge shown at line 25.

Does the proposed AMR Charge include any credit for expense reductions?

Yes. As shown on Schedule 1 at line 21, the AMR Charge includes a $5,982,094.02
credit to the Annualized Revenue Requirement related to meter-reading O&M cost
savings.

PROGRAM STATUS

What is the status of the AMR program as of December 31, 20127

DEO considers the program to be complete. In fact, DEO is only requesting costs related
to AMR installations that were completed by the end of June 2012. As explained in the
testimony of DEO witness Carleen Fanelly, as of the end of June 2012, DEO had
installed AMR devices on all but 2,028 of its active meters. Of those meters, 2,023 were
those of large commercial customers with special scheduling needs. Five were meters for
which customers refused to accept installation of an AMR device. At the end of 2012,

140 meters remained for conversion—135 related to large commercial customers, and the



10
11

12

13

14

15

16

17

18

19

20

21

22

23

24

Q20.

Q21.

Q22.

Q23.

aforementioned 5 customers who refused AMR. While DEO will complete installation
of the large commercial customers, it will not be requesting cost recovery for these
installations.

Why is DEO limiting its cost-recovery request in this way?

DEO has decided to forgo recovery of these costs in order to bring the AMR installation
program to a close. After June 30, 2012, DEO continued to install AMR devices as
needed, and will continue to do so, to ensure that its customers receive an AMR device
and monthly meter reading, as discussed in DEO witness Carleen Fanelly’s testimony,
but these costs will not be recovered through the AMR Charge.

What has been the cost of deployment as of June 30, 2012, and how did that
compare to DEQO’s pre-acceleration estimates?

As of June 30, 2012, the total capital investment in the AMR program was
$90,630,951.01. This is approximately $10 million less than the lowest estimate of the
total program cost given when DEO filed its original AMR application.

Has DEO reduced meter-reading operations-and-maintenance expense?

Yes. By the end of 2012, over the life of the program, DEO has achieved $12,211,540.12
million in meter-reading O&M cost savings for its customers, compared to that expense
for the 2007 baseline year. In 2012 alone, DEO realized nearly $6 million in new savings
(precisely $5,982,094.02), despite increases in labor rates and benefit costs that have
occurred since 2007.

Has DEO restated its call-center expense in accordance with the 09-1875 Order?

Yes. DEO has restated call-center expense using the same methodology in every case
since Case 09-1875, including this one. This methodology was reviewed in detail with

Staff in March 2011 for the filing based on 2010 AMR costs (Case No. 10-2853-GA-
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RDR). As shown on Schedule 11, however, DEO did not experience call-center savings
in 2012,
The Order in last year’s case stated that DEO should address in this case “what

efforts it has made to maximize potential customer savings during 2012.” 11-5843
Order at 20. Did DEO attempt to maximize cost savings?

Yes. DEO witness Carleen Fanelly addresses this issue.

Is there any incentive for DEO not to achieve O&M cost savings?

No. Cost savings are as important to the Company as they are to its customers. To the
extent DEO does not generate O&M savings, that means that DEO is spending more
money than was built into base rates for meter-reading expense, and spending more
money reduces earnings generated for our shareholders. In other words, DEO does not
benefit if it fails to achieve O&M savings.

In the 11-5843 Order, the Commission stated that “DEO may request an extension
of the AMR program for the purpose of the Commission’s consideration of DEO’s

recovery of [the 9,530] remaining meters as part of DEQO’s 2013 filing.” 11-5843
Order at 13. Has DEO made such a request?

Yes. DEQ’s application includes a request to include the costs of AMR devices installed
on customer meters between January 1 and June 30, 2012. DEO believes that the request
is reasonable and should be granted. As the Staff Report in Case No. 06-1453-GA-UNC
recommended, and as continues to be the case, the installation of AMR devices provides
many benefits to customers. Moreover, since approving the program in its October 15,
2008 Opinion and Order in Case No. 07-829-GA-AIR, the Commission has already
approved accelerated cost recovery for the costs of converting over 99 percent of DEO’s
active meters to AMR. Moreover, in last year’s case, Staff seemed to support DEO’s
continued installation of AMR devices in 2012. (See, e.g., 11-5843 Tr. 202.) DEO is

aware of no reason that the last several thousand AMR installations should be treated
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differently than any of the 1.2 million installations for which cost recovery has already
been approved.
NOTICE TO MUNICIPALITIES

Did DEO file a Notice of Intent to File an Application to Adjust its AMR Charge?

Yes, DEO filed its Notice of Intent on November 30, 2012, and served it on every party
to its original distribution rate case in Case No. 07-829-GA-AIR. In that Notice, DEO
stated that it would serve an additional notice of its intent to file this Application not later
than 30 days prior to its filing on the mayor and legislative authority of each municipality
included in such application.

Did DEO provide this municipal notice?

Yes, it did. Due to an unintentional oversight, however, DEO did not serve the notice
until February 8, 2013, which was several days later than 30 days prior to the end of
February.

How does DEO propose to resolve any issues raised by the timing of the prefiling
notice?

In keeping with the timelines stated in the prefiling notice, DEO did not file its
Application until March 11, 2013, to ensure that municipalities had the full 30-day notice.
Nevertheless, on February 28, 2013, DEO served a complete copy of its filing on the
Commission’s Staff and on every party to its original distribution rate case in Case No.
07-829-GA-AIR, including the Office of the Ohio Consumers’ Counsel (“OCC”) and
Ohio Partners for Affordable Energy (“OPAE”), to ensure that the later filing date did not
limit their opportunity to review. No municipality has ever intervened in any of the

update proceedings to the AMR Charge, and the only parties who have are OCC and



OPAE. Thus, notwithstanding the filing date, DEO believes that this approach will
eliminate any actual delay in reviewing and ruling on DEO’s Application.
V. CONCLUSION

Q30. Does this conclude your direct testimony?

A. Yes.

10
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Matthew White
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Q2.

Qs.

Direct Testimony of
Carleen F. Fanelly

INTRODUCTION

Please introduce yourself.

My name is Carleen F. Fanelly. 1 am employed by The East Ohio Gas Company d/b/a
Dominion East Ohio (“DEQ” or “Company”) as Director, Customer Service. My
business address is 2100 Eastwood Avenue, Akron, Ohio 44305.

Please describe your educational background and work experience.

I graduated from The University of Akron with a Bachelor of Science degree in Business
Administration in 1988 and a Master of Science in Business in 1995. Prior to 1985, |
held various positions in Retail Sales and Marketing. In March 1985, | was hired by The
East Ohio Gas Company as a Meter Reader and have held several positions including
Business Analyst, Community Affairs Representative, Manager Customer Service
Center, Director Customer Contact Services and Director Gas Billing. In 2006, I joined
the Dominion Services Company as Director of Dominion LDCs Customer Service
Centers which included both gas and electric call center operations. In June 2008 |
rejoined Dominion East Ohio as Director, Customer Service.

What are your job responsibilities as Director, Customer Service?

My present duties include oversight of DEO’s customer service operations. | am
responsible to plan, direct, and coordinate DEO customer services (i.e., Customer Service
Center, Customer Relations, Metering Services, Billing & Credit, Meter Reading,
Dispatch and Field Meter Services) to ensure customers receive prompt, courteous, and
efficient handling of inquiries and service requests. This role includes oversight of

regulatory compliance associated with customer service operations.
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What is the purpose of your testimony in this proceeding?

The purpose of my testimony is to explain the status of DEO’s Automated Meter Reading
(“AMR”) program as of December 31, 2012, as well as the cost savings that DEO
achieved during 2012.

PROGRAM STATUS AS OF DECEMBER 31, 2012

At the beginning of 2012, how many meters remained to be converted with AMR
devices?

As of January 1, 2012, 9,530 meters remained for conversion, of which 3,143 were large
commercial meters and 6,387 were hard-to-access meters. All of these meters served
customers who either requested a delayed installation (for example, to avoid business
disruptions) or simply refused DEO access.

Why did some customers request a delayed installation?

Commercial or industrial customers, served by larger meters, require special
appointments to avoid disrupting their operations or creating an undue hardship on their
business. This type of installation is often worked on odd shifts or non-traditional
business days and therefore requires the scheduling of a special appointment.

What are “hard-to-access meters”?

This term refers to meters serving customers who refuse to allow DEO access to their
premises. To gain access, DEO must engage in a time-consuming process that provides
the customer multiple opportunities to provide access and avoid a disconnection. Once
the initial contact is made and the customer fails to contact DEO for an appointment, an
additional 40-day equipment-access process is invoked. This includes a progression of
letters and an automated outbound phone call between each letter. If the customer still

fails to make contact, an employee will attempt to make a personal contact to schedule an
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appointment. A notice is then issued on the customer’s bill and, after the bill notice is
rendered, a no-access termination order is issued for the account. If the customer
contacts DEO to schedule an appointment, the process will stop. If DEO is unable to
obtain access to the customer’s meter on the scheduled appointment date, the process will
go back one step and reinitiate. The final remedy is that DEO disconnects service. Once
the customer contacts DEO for service restoration, we respond the same day and
complete all necessary work on the equipment at that time.

DEO witness Vicki Friscic explains that DEO is not seeking cost recovery for AMR

devices installed after June 30, 2012. By June 30, 2012, how many meters remained
to be converted with AMR devices?

There were 2,028 meters that had not been converted.

How many of those meters served large commercial customers who required special
appointments for the installation?

2,023, or all but 5.

Why have the remaining five meters not been converted?

The remaining five meters serve active residential customers who have refused to allow
DEO to install an AMR device, claiming that medical conditions prohibit entry or use of
such a device. Except for these five meters, DEO had converted all other hard-to-access
customers.

On December 31, 2012, how many meters remained to be converted with AMR
devices?

At the end of 2012, 140 meters remained for conversion—135 related to large
commercial customers, and the aforementioned 5 customers who refused AMR.

Does DEO intend to install AMR devices on the remaining meters?

For the commercial and industrial accounts, yes. DEO has scheduled appointments with

each remaining commercial and industrial customer and will complete appointments until
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all such meters have been converted. But as shown in the email attached to my testimony
as DEO Exhibit 2.1, Staff has agreed that given the current customers’ refusal to
cooperate, DEO should not attempt to convert the remaining five residential meters and
should instead send them the approved notice.

What does “rerouting” mean in the context of the AMR program?

DEO considers rerouting to be the consolidation and re-sequencing of the order in which
meters are read, for the purpose of gaining efficiency. Under DEQO’s implementation of
the AMR program, it was one of the last steps to occur in program deployment, occurring
after the transition from walking routes to monthly driving routes. To be clear, rerouting
does not refer to the conversion of meter-reading routes from walking to driving. In this
context, it refers to the fine-tuning of driving routes.

At the beginning of 2012, how many communities remained to be rerouted?

As of January 1, 2012, rerouting had not been initiated for two local shops, Western and
Youngstown. And DEO had initiated but not completed the rerouting of one other shop,
Wooster.

Did DEO complete rerouting of these shops in 20127

Yes. DEO completed the rerouting of all three shops by May 2012.

COST SAVINGS IN 2012

What is the primary driver of O&M cost savings in the AMR program?

Salary reductions associated with reductions in meter-reading staff. Avoided salaries
provide the vast majority of O&M cost savings.

What allows DEO to make meter-reading staff reductions?

The elimination of walking routes and the implementation of driving routes, that is,

drive-by, remote meter reading.



11

12

13

14

15

16

17
18

19

20

21

22

23

Q18.

A

Q19.

Q20.

Q21.

Q22.

On January 1, 2012, had DEO transitioned all routes on its system from walking to
driving routes?

Yes.
Earlier in your testimony, you explained that as of June 30, 2012, 2,028 meters

remained to be converted to AMR. Did the fact that these meters had not received
AMR devices increase DEO’s O&M costs in 2012?

No. The unconverted meters did not require DEO to maintain any additional meter-
reading staff and did not otherwise cause any incremental O&M costs.

Did the fact that these meters had not received AMR devices prevent DEO from
taking any cost-saving steps in 2012?

No. As mentioned, DEO had already reached sufficient installation levels in 2011 to
transition its entire system to monthly, drive-by meter reading. And DEO had already
achieved what it believed at the time were full staffing reductions as of the first of 2012.
While DEO ended up reducing its staffing even further through attrition in 2012, these
reductions were unplanned and had nothing to do with whether or not these meters were
converted.

How many meter-reading personnel were employed by DEO at the beginning of
20127

On the first day of 2012, DEO employed 27 meter readers and 2 salaried employees.
This was down from 108 meter readers and 8 salaried employees during the 2007
baseline year.

As of April 2012, did DEO expect to make any further staffing reductions?

No. DEO expected that these figures represented full staffing reductions.
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Did any further staffing reductions occur in 20127

Yes. Two meter readers retired in the second half of 2012. Rather than immediately
replace them, DEO decided to explore whether it could maintain this lower number of
meter readers going forward.

Would these additional avoided salaries be recognized as a credit to the AMR
Charge?

My understanding is that they would. But DEO witness Vicki Friscic is testifying about
the amount and calculation of the AMR Charge.
Is it possible that DEO will need to increase its meter-reading staff in the future?

Yes. If DEO’s only obligation was to reduce meter-reading O&M costs, it would
eliminate all meter readers and hence all salaries. But DEO has more obligations than
simply to reduce O&M costs. It must satisfy numerous minimum gas service standards, a
number of which either relate to meter reading or require accurate, timely meter reads in
order to comply. For that reason, DEO must ensure that it has sufficient staffing to obtain
timely meter readings, with enough capacity to ensure that vacations, illnesses, other
expected or unexpected absences, and attrition do not interfere with DEO’s fulfillment of
its service obligations. If any particular number of meter readers proves insufficient to
the task, | would expect that DEO would consider an increase in staffing.

How does DEO determine how many meter readers will be needed?

Predicting the necessary number of meter readers is a complex process. DEO uses a
software program called “RouteSmart” that uses a number of factors to determine the
amount of labor that will be required to obtain a monthly read of each one of DEO’s
approximately 1.2 million meters. Those factors include total route mileage; road type

and speed limits; meter concentrations; geographic and topographic features (e.g., urban
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versus rural, flat versus hilly, bodies of water); and even expected local driving
conditions (e.g., weather and traffic). DEO also must take into account its billing cycles
and the maximum number of accounts that it can bill in a given night. And as mentioned,
DEO also must build in a margin to account for “non-productive” time, such as sick and
vacation leave. Broadly speaking, DEO must then take the total number of hours
required to accomplish the task and divide this by a certain number of man-hours to
determine the number of full-time-equivalent employees that will be needed to read its
meters. Relying on this process, DEO anticipated that 27 meter readers would be the
final staffing level, but in its effort to achieve maximum efficiencies and cost savings,
DEO is exploring whether the lower number is workable.

11-5843-GA-RDR OPINION AND ORDER

In the Commission’s October 3, 2012 Opinion and Order in Case No. 11-5843-GA-
RDR, the Commission stated that “DEO should address, in its application, what

efforts it has made to maximize potential customer savings during 2012.” Are you
aware of this statement?

Yes.

Did DEO attempt to “maximize potential customer savings during 2012”72

Yes. Much of the work necessary to maximize savings was already completed at the end
of 2011, leaving relatively little to do in 2012. At the beginning of 2012, DEO had
installed all but 9,530 AMR devices, converted all walking routes to driving routes, and
had already made the necessary staffing reductions to achieve substantially full meter-
reading savings in 2012. So based on the work completed in 2011, 2012 represented the
first full year of program savings. As DEO witness Vicki Friscic explains, meter-reading
savings (compared to the 2007 baseline year) increased to nearly $6 million in 2012.

This is a considerable increase from the savings of roughly $3.5 million reported in 2011.
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As discussed above, the primary driver of cost savings with respect to meter-reading
costs is avoided salaries (and associated payroll taxes and benefits), and DEO had
reached what it believed to be full staffing reductions as of the first day of 2012.
Nevertheless, DEO’s decision not to replace the two meter readers lost through attrition
and thus to remain at 25 (instead of 27) meter readers resulted in additional cost savings.
Finally, as Ms. Friscic explains, DEO decided not to seek recovery of any devices
installed after June 30, 2012, which also reduced costs to customers.

CONCLUSION

Does this conclude your direct testimony?

Yes.
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Carrie F Fanelly (Energy - 5) DEO EXHIBIT 2.1

From: Bossart, Barbara [Barb.Bossart@puc.state.oh.us]

Sent: Thursday, December 20, 2012 2:13 PM

To: Carrie F Fanelly (Energy - 5)

Cc: John Maslanka (Energy - 5); Blackmer, Beth; Williams, John
Subject: RE: AMR Refusal Customer Communications
Attachments: Annual Meter Readings cff (2).docx

Carrie,

Staff is fine with DEQ’s plan to not proceed to terminate service for these customers unless access is denied for the
annual meter reading requirement or for the DOT inspection. Staff has made some edits to you letter. Let me know if
you have any questions.

Happy Holidays,

Barbara Bossart

Public Utilities Commission of Ohio

Service Monitoring & Enforcement Department
Utility Specialist 2

(614) 466-0793

PUCO.ohio.gov

This message and any response to it may constitute a public record and thus may be available to anyone who
requests it.

From: Carrie F Fanelly [mailto:carrie.f.fanelly@dom.com]
Sent: Thursday, December 13, 2012 5:07 PM

To: Bossart, Barbara

Subject: RE: AMR Refusal Customer Communications

Sorry, | hit send too quickly.

From: Bossart, Barbara [mailto:Barb.Bossart@puc.state.oh.us]
Sent: Thursday, December 13, 2012 4:16 PM

To: Carrie F Fanelly (Energy - 5)
Subject: RE: AMR Refusal Customer Communications

| do not see the attachment.

From: Carrie F Fanelly [mailto:carrie.f.fanelly@dom.com]
Sent: Thursday, December 13, 2012 3:21 PM

To: Bossart, Barbara
Cc: John Maslanka
Subject: AMR Refusal Customer Communications

| have attached a draft notice that we would like to send to the customers below advising them that
DEO has completed the AMR program and the requirement for an annual meter reading. All five names
1



should be familiar since all have filed complaints on our termination notification for AMR installation. |
would appreciate your time to review the letter and provide any comments. In addition a confirmation
that we will not proceed to terminate service for these customers as we have previously discussed
unless they fall to provide us access for the annual meter reading requirement,

Customer Information Redacted

Carrie Fanelly

Director, Customer Service
Dominon East Ohio

Office 330-798-7210

Cell 216-780-9062

CONFIDENTIALITY NOTICE: This electronic message contains information which may be
legally confidential and/or privileged and does not in any case represent a firm ENERGY
COMMODITY bid or offer relating thereto which binds the sender without an additional express
written confirmation to that effect. The information is intended solely for the individual or entity
named above and access by anyone else is unauthorized. If you are not the intended recipient,
any disclosure, copying, distribution, or use of the contents of this information is prohibited and
may be unlawful. If you have received this electronic transmission in error, please reply
immediately to the sender that you have received the message in error, and delete it. Thank you.




DATE

NAME
ADDRESS
CITY, STATE ZIP

Subject: Annual Meter Readings

Although Dominion East Ohio has sent letters and made calls, we have been unable to persuade you to
schedule an appointment so that we could install Automated Meter Reading (AMR) equipment at your
home or business. Whether your refusal to do so is due to a medical condition, a fear of technology,
privacy issues or other concerns we wanted to inform you -that Dominion East Ohio has completed its
AMR installation program. _We now are moving to a remote meter reading system to obtain monthly
meter readings for billing purposes. However, since your meter does not contain an AMR devise, your
meter will not be read on a monthly basis.

There are some very specific requirements that we must be able to comply with that will require your
cooperation.

Meving-forwardpPer the rules set forth by the Public Utilities Commission of Ohio (PUCO), our
company must attempt-te-obtain one actual meter reading and eempletean-interiorservicetineleak
survey-on an annual basis.and complete an interior service line leak survey every three years. You will
need to grant us access to do so. If we are unable to obtain an annual meter reading and complete the
safety inspection after appropriate notices have been provided, we will be-reguired-te-turn off your gas
service until the work can be completed, regardless of the circumstances.

As a customer, you may call in your own monthly meter readings to Dominion East Ohio at
PHONECALLCENT HOURSPHONECEN or provide reading online at www.dom.com. We will not prompt
you to do so. We will estimate your gas consumption in any month that you do not provide a reading or
your reading is not acceptable for billing use. The PUCO does not recognize customer readings as actual
reads. Once per year, based on when we obtain the actual meter reading, your actual consumptions will
be reconciled with any estimated readings that were used for billing. You will be required to pay
whatever that amount is to true-up the actual consumption compared to any estimated bills that may
have been paid in prior months.

We certainly hope that you reconsider your decision to provide us the opportunity to complete the
installation of the AMR.

To schedule an appointment for us to complete the annual reading please contact our Customer
Relations Department toll free at 866-344-6260, Monday through Friday from 8 a.m. to 4:30 p.m.

Sincerely,

Carrie Fanelly
Director, Customer Service

cc: PUCO
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