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1. Q. Please state your name and business address. 1 

A. My name is Trisha J. Smith.  My business address is 180 East Broad Street, 2 

Columbus, Ohio 43215-3793. 3 

 4 

2. Q. By who are you employed? 5 

 A. I am employed by the Public Utilities Commission of Ohio. 6 

 7 

3. Q. What is your current position with the Public Utilities Commission of Ohio?  8 

 A. My current position is a Utility Specialist 2 in the Accounting and Electricity 9 

Division of the Utilities Department.   10 

 11 

4. Q. Would you briefly state your educational background? 12 

 A. I received a Bachelor of Science in Business Administration degree from the 13 

Ohio State University in June 1992, with a major in Accounting.  I began my 14 

current employment with the Public Utilities Commission of Ohio in April 15 

1993.   16 

 17 

5. Q. What are your responsibilities in this proceeding? 18 

 A. I am responsible for the Staff’s calculation of payroll expense and related 19 

taxes, pension and benefits expenses, medical costs, and interest expense. 20 

 21 

6. Q. What’s the purpose of your testimony in this proceeding? 22 

 A. The purpose of my testimony is to respond to Applicant Objections No. 8 23 

regarding test year labor expense and No. 9 regarding interest synchronization.  24 



 

 

2 

 

I will also address OCC’s operating income Objections No. 7 regarding test 1 

year labor expense, Nos. 8 and 9 regarding pensions and benefits, No. 10 2 

regarding medical costs and Nos. 11 and 12 regarding payroll taxes. 3 

 4 

7. Q. The Company’s Objection No. 8 objects to the Staff’s proposed adjustments to     5 

                 test year labor expense.  Do you agree with this Objection? 6 

A. The Staff agrees that the amount of actual labor expense for the test year, as 7 

presented in Peggy Laub’s testimony on page 14, is reasonable with one 8 

adjustment.  The Staff adjusted this number to eliminate part of the labor 9 

expense associated with the 259 employees who left the Company due to 10 

voluntary and involuntary separation programs during the test year.  The 11 

Staff’s revised adjustment is reflected on Schedules TJS 1 and TJS 2.   12 

8.     Q.  The Company objects to the Staff’s interest synchronization calculation, 13 

asserting that the incorrect rate base amount was used to determine the interest 14 

expense.   15 

           Do you agree with this Objection? 16 

A. Yes I do.  The Staff report reflected the Applicant’s proposed rate base 17 

amount in the synchronization of interest expense calculation.    The Staff’s 18 

rate base should be used to derive test year interest expense.  The revised 19 

adjustment is reflected on Staff’s Schedule TJS 3. 20 

21 
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OCC’s  Objections 1 

 2 

9. Q.     OCC’s Objection No. 7 states that Staff erred in its calculation of test-year 3 

annualized labor expense by including the wages for 2 Duke Energy Ohio 4 

employees terminated in October and December 2012 due to separation.  5 

The objection states that Staff also erred in including wages for 257 6 

employees of Duke Energy Business Services terminated in October and 7 

December 2012 due to the voluntary and involuntary separation programs.  8 

Do you agree with this Objection? 9 

A. Yes, in part.  Staff agrees that some amount of the salary and incentive pay 10 

included in labor expense for the 259 employees separated from the 11 

Company should be eliminated from test-year labor expense.  Greater than 12 

98% of the employees terminated subject to separation during the test-year 13 

left the Company in the last 6 months of the test-year.  Staff therefore 14 

believes that fifty percent of the annual salaries and incentive pay 15 

attributable to the terminated employees should be eliminated from test-year 16 

labor expense.   Staff’s revised labor expense adjustment is reflected on 17 

Staff’s Schedules TJS 1 and TJS 2. 18 

 19 

20 
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10. Q. OCC’s Objection No. 8 objects to the Staff not reducing the pension and 1 

benefits expense adjustment by the fringe benefits expense attributable to 2 

the 259 employees who were separated from the Company during the test-3 

year.  Do you agree with this Objection? 4 

 5 

A. Yes, in part.  The Staff believes that a portion of the fringe benefits 6 

attributable to the separated employees should be eliminated from test-year 7 

pension and benefits expense.   As stated above, greater than 98% of the 8 

employees terminated subject to separation during the test year left the 9 

Company in the last 6 months of the test-year.  Staff therefore believes that 10 

fifty percent of the fringe benefits expense attributable to the separated 11 

employees be eliminated from pension and benefits expense.  Staff’s 12 

revised pension and benefits adjustment is reflected on ScheduleTJS 4. 13 

 14 

11. Q.  OCC’s Objection 9 states that the Staff erred in not using the actual benefits 15 

loading rates for the test year ended December 31, 2012.  Do you agree 16 

with this Objection? 17 

A. Yes.  The Staff reflected the loading rates as of March 31, 2012 in the Staff 18 

Report.  The loading rates based on actual expenses for the test-year ended 19 

December 31, 2012 should be used to determine the pension and benefits 20 
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expense adjustment.  The Staff’s revised adjustment is reflected on 1 

Schedule TJS 4. 2 

 3 

12.    Q.    OCC’s Objection No. 10 regards the Staff’s inclusion of a medical cost   4 

       adjustment.  The OCC states that the adjustment is speculative and is  5 

       not based on a known and measurable change to Duke’s medical costs  6 

       incurred.  Do you agree with this objection? 7 

A.   Yes, in part.  Staff agrees that the medical cost adjustment included in the  8 

Application was not based on a known and measurable change in Duke’s 9 

 medical costs.  However, the Staff has since received the actual costs incurred  10 

through December 31, 2012.  These costs are included in the updated pension  11 

and benefits loading factors applied to labor expense to determine test year 12 

pension and benefits expense.  Staff’s revised adjustment is reflected on  13 

Schedules TJS 4 and TJS 5.   14 

 15 

13. Q.    OCC’s Objection No. 11 states that Staff erred in its calculation of payroll 16 

taxes in that the Staff included payroll taxes for the 259 employees who left 17 

the Company due to voluntary and involuntary separation programs.  Do you 18 

agree with this Objection? 19 

A.  Yes, in part.  Staff adjusted payroll taxes to reflect the reduction in test-year  20 

 21 
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labor for fifty percent of the labor and fringe benefits expense allocable to the  1 

 2 

employees who left the Company due to voluntary and involuntary  3 

separation programs.  The Staff’s revised adjustment is reflected on Schedule  4 

 5 

TJS 6. 6 

 7 

14.       Q.  OCC’s Objection No. 12 states that Staff erred in its calculation of test-year 8 

                 payroll taxes in that it used Duke’s proposed payroll overhead loading tax  9 

      rate of 7.65%.  Do you agree with this Objection? 10 

 11 

A.  Yes.  Two different loading tax rates should be applied to the appropriate  12 

 13 

taxable wages for both Duke Energy Ohio and Duke Energy Business Service. 14 

 15 

The social security taxable percentage is different for each.  The Medicare  16 

 17 

percentage of 1.45% is to be applied to the total taxable (Medicare) wages.   18 

 19 

The 6.2% FICA tax is applied only to the taxable social security wages, which  20 

 21 

differs between Duke Energy Ohio and Duke Energy Business Service.  Staff’s  22 

 23 

revised adjustment is reflected on Schedule TJS 6. 24 

 25 

 26 

15.    Q.   Does this conclude your testimony? 27 

 28 

A. Yes it does.  However, I reserve the right to submit supplemental testimony 29 

as described herein, as new information subsequently becomes available or 30 

in response to positions taken by other parties. 31 
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