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On February 19, 2008, commencing at
9:10 a.m., the telephonic deposition of
MATTHEW W. SMITH was taken pursuant to Chio
Adm. Code Rule 4901-1-21(B), on behalf of the
Ohioc Consumers' Cocunsel, at the-offices of
Duke Energy, 400 South Tryon Street,

Suite 1718, Charlotte, North Carolina.

P ROCEETDTIDNTGS
Whereupon,
MATTHEW W. SMITH,
having been duly sworn, was examined and
tegstified as follows:
EXAMINATION
BY MR. SERIOC:

Q. Mr. Smith, my name is Joe Serio. I'm
an attorney with the Ohioc Consumers' Counsel.
IT'll be taking the deposition. I'll try to
keep my guestions as clear as I can. I'd
appreciate it if you'd try to do the same with
your answers. To the extent that we're doing
this telephenically, we should try to keep
from talking over each other. I would
appreciate it if you would give yes/no

responses. Then if you feel the need to

CAIN & CRANE CQURT REPORTERS
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explain your answer, you can do s0. You are
required to respond to my questions. If your
attorney objects, unless he directs vyvou not to
answer the guestion, you should still respond
to it. If you need a break, let me know, and
then we'll go from there. Do you have any
questions?

A. No, that sounds gocd.

Q. Okay, great. Could you state your
name for the record and your title?

A. Matthew Smith, Director of Technology

Development and Utility of the Future Project.

Q. And who are you employved by?
A. Duke Energy.
Q. What is your relationship with Duke

Energy Ohio, Inc.?

A, Duke Energy Ohio, Inc., is one of our
operating companies for Duke Energy.

Q. Can yvou tell me what materials vyou
have with vou today, if any?

A. I have a number of electronic
documents, the two that were just sent over by
Mr. Sauer, and then also the testimony of
David Mohler, which was previously £filed.

Q. Let's clarify what you said. The

CAIN & CRANE COURT REPORTERS
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direct testimony of David Mohler was docketed

in Case 07-589-3A-AIR; is that correct?

A. Yes, I believe so.

Q. And that's a 14-page document?

A. Yeg, gir.

Q. And you are adopting Mr. Mohler's

tegstimony in this proceeding, correct?

. Yes,

Q. The other two documents that you
referenced that yvou got electronically, one is
the Utility of the Future presentation that
Duke made to the Public Utilities Commisgsion
of Ohio, Smart Metering Workshop, on

December 13, 2C07; is that correct?

A. Yes.
0. And the other is an article entitled
"Designing the Utility of the Future: Duke

Energy Takeg a Holistic View of Distribution,™

by Steven M. Brown, editor in chief?

A. Yes.
Q. We'll be marking those and discussing
them later. Can you briefly go through your

education for me?
A, Yes. I have a Bachelor of Arte in

Business Administration from Weber State

CAIN & CRANE COURT REPORTERS
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University, and I have a combined Juris
Doctorate-Master of Businessg Administration
with an emphasis in Finance from the

University of Kentucky.

Q. So you are an attorney, sir?
A, Yesg, sSir.
Q. Are you appearing as an attorney in

this matter?
A, No, sir.
Q. So your testimony is strictly limited

to your expertise on Utility of the Future?

A. Yes.

Q. Have you been deposed before?

A, No, sir.

Q. Could yvou briefly give me your work

history?

A. Yes. I started with Synergy Corp in
2001 in a policy role for our energy merchant
business unit doing transmission poclicy and
RTO development. I then transitioned -- after
a year-and-a-half, transitioned to ocur on-site
power plant development group, Synergy
Solutions. I werked in that group for about a
year-and-a-half doing policy and PowerPoint

development. I then entered ocur corporate

CAIN & CRANE COURT REPORTERS
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development group at Synergy doing general
strategic and mergers and acqguisition work.
Upon the acquisition by Duke Energy, I
continued in a strategic planning role until
taking this role as leading our Utility of the
Future effort.

Q. In your time initially doing the
transmission and RTO work, that was entirely
work with the electric side of the business,
coxrect?

A. Yesg,

Q. Would Synergy Solutions power plant
development, that alsoc was limited just to the
electric side of the business?

A, No, it was combined heat and power.
50 steam, power, ailr, any industrial facility
management to do with utilities.

Q. Did that include natural gas
functione?

A, Yes.

Q. Can you explain how the natural gas
functions were part of your power plant
management duties?

A. Generally, in delivery and receipt of

gas for power or steam generation.

CAIN & CRANE COURT REPORTERS
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Q. So it was using natural gas to make
electricity?

A. Or steam, ves.

Q. So it wasgs not the natural gag side of
the business to the extent that natural gas
was used as the burner tip fuel?

A. Correct, not local delivery.

Q. And that, again, had nothing to do
with natural gas directly being delivered to
residential customers?

A Correct.

Q. Then finally, your strategic mergers
and acguisition role, was that also, again,
feccusing mainly on the electrical side of the
business?

A. No, that was on both gas and
electric. Any company-wide effort that dealt
with businesses that we are engaged in was in

that role,.

O. Mr. Mohler initialiy filed his
tegstimony -- do you report to Mr. Mohler?

A. Yes, I do.

Q. Is that a direct reporting situation?

A, Yes.

Q. Can yvyou tell me why you came to take

CAIN & CRANE COURT REPORTERS
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the role of adopting Mr. Mohler's testimony?

A, Mr. Mohler has a conflict for the, I
guegg, the trial next week or providing
testimony next week, and he asked me to fill
in.

Q. Were you involved in the development

of Mr. Mohler's testimony?

A Yes

Q I'm sorry?

A Yes

Q. What was your role in the development

of hie testimony?

A. Providing information about the
project and helping find details about
operations.

Q. Did vou do any »f the underlvyving
research that was used in the development of

Mr. Mohler''s testimony?

A, Yes.
Q. What specifically did you do?
A. I did work on the cost benefit

analysis.
Q. When you reference the cost benefit
analysis, that's not anything that was

attached to Mr. Mohler's tegtimony; is that

CAIN & CRANE COURT REPORTERS
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correct?
A. That's correct.
0. And as far as you know, that has not
been provided on the record as part of the

company's filing in this case, has it?

AL I don't know that.
Q. Let's turn teo the Utility of the
Future discussion. On page 2 of the direct

testimony, starting on line 9, ig that the
peint where you're really adopting, from this
point forward, rather than the first
page-and-a-half, which is more of Mr. Mohler's
background and education; is that correct?

A, Yes, that's correct.

Q. Page 2, line 12, you talk about the
project transforming the transmission and

distribution system intco an integrated,

digital network. Do you see that?
A. I'm sorry, line 127
Q. Yes. Well, the answer begins on line

10 through 12 there.

A. Yes.
Q. And then you talk about a number of
goals: operating efficiencies, enhanced

customer and utility information and

CAIN & CRANE COURT REPORTERS
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communicationg, inneovative services, and other

benefits. Do you see those?

A, No, I'm having trouble finding that
exact language. I think I'm in the right
area.

Q. Line 12 and 13.

A, Yeg, T see it.

Q. I want to talk about these one at a
time, if we could. The first one, what

specific operating efficiencies will Utility
of the Future produce on the gas side of

Duke's business?

A. On the gas side, we'll see reduced
meter reading costs. We'll have reduced costs
on testing meters. We'll have reduced truck
rolls for, again, special meﬁer reads -- I

guegs all meter reads probably is encapsulated
in the I[irst answer. Those are the big
operating benefits.

Q. Can you give me an idea of how much
in the way of reduced meter reading costs you
anticipate?

A. I have that detail. I don't know 1if
I have i1t in front of me. One nuance I will

bring out, we do a combined electric and gas

CAIN & CRANE COURT REPORTERS
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meter read today, and we don't break out the
coast separately for each one. And I believe

the cost to read the meters at a premisge, 1if

there's gas and electric is -- again, I don't
have the detail in front of me -- I want. to
gay lesgs than a dollar. S0 however that is

split between the two meters.

MR. FINNIGAN: This is John Finnigan.
I'm not interposing an objection at this time,
but I just want to make a comment that, Joe,
you're starting to get into some information
that we provided toc you on a confidential
basis. I'm not concerned at this point, but
if you keep going down this path, and this is
to advise the court reporter that some of the
guestions and answers may need to be kept
under seal because we're getting into
confidential infeormation --

(There was a brief interruption in
the conference call.)

UNIDENTIFIED SPEAKER: Jeining right
now I have Dan Jchnegon, Greg SBcheck, and Tom
Lindgren will be joining shortly, and Bill
Wright.

MR. FINNIGAN: This is John Finnigan.

CAIN & CRANE COURT REPORTERS
704/545-3510
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We also have Joe Serio and Larry Sauer. Then
in Charlotte we have Colleen Cain and Matthew
Smith, the deponent. We're just getting
started.

(There was a discussgsion held off the
record.)

MR, SERIO: John, in response to your
statement, everything I'm asking is purely
based on the testimony in front of me. In
fact, I do not have the other document that
you referenced in the room with me right now.
I'm simply asking gquestions with regard to
information listed in the testimony alone.

MR. FINNIGAN: That's fine, Joe.
Thank vyou.

BY MR. SERIO:

Q. Mr. Smith, I was asking about reduced
meter reading costs. And I believe you
indicated that you think the current combined
cost to read a residential meter 1s8 lesgs than
a dollar; is that correct?

A. Yes, sir.

Q. How much will be saved from that
egtimated dollar ag a result of the Utility of

the Future?

CAIN & CRANE COURT REPORTERS
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A. Nearly the entire dollar. There will
be a small ongoing communication fee, but
90 percent of the dollar.

Q. Can you explain what that
communication fee would be?

A. The communication fee would be an
cngoing cost basically for air time, to
transmit the data from the device from the
meter to a collection point and then back over
the airwaves to our head-in system.

Q. You also mentioned a reduced meter
testing cost. Do you know what the current
meter tegting cost isg?

A. No.

0. Do you know how much you anticipate
being able to save as a result of the Utility

of the Future initiativeg?

A. I'm sorry, in general or for that
‘cost?

Q. That specific cost, the meter testing
cost.

A. It will be a wvariable amount,

depending on the information that comes back
from the meter. And the process change that

will occcur, instead of having tc test meters

CAIN & CRANE CCURT REPCRTERS
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randomly, we'll have an indication of when a
meter may be faulty or need to be tested.
Therefore it will reduce random tests to more
targeted testing.
Q. Again, thig would be for the natural

gas side of the business, correct?

A. Yag.
Q. And I believe the third one you
mentioned was truck rolls for meter reads. Do

vyou know how much those cogts are currently?

MR. FINNIGAN: I'm going to obiject.
Joe, I'm not sure what your gquesticon is when
vou gay, do you know what those costs are
currently. It's unclear to me whether you're
asking him, do you know off the top of your
head or do you have any data that you have
agsembled that you c¢ould go and pull and
reference those cosgts. Could you clarify what
exactly it is you're asking him? Do you want
him to go out and get the data now, or do you
want him to just answer off the top of his
head?

BY MR. SERIO:

Q. Mr. Smith, do vou recall giving me

those three components, the operating

CAIN & CRANE COURT REPORTERS
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1 efficiencies?
2 A. Yes.
3 Q. And truck rolls for meter reads was
4 one of them, right?
5 A, Yes.
6 Q. Do vou know what the current cost is
7 for the truck rolls for meter reads?
2] MR. FINNIGAN: Objection as to form.
9 You mean off the teop of his head or does he
10 have the data anywhere?
11 MR. SERIO:
12 Q. Mr. Smith, can you answer the
13 guestion as posed?
14 A No.
15 Q. So you don't know currently what the
16 gspecific costs for truck rolls are for meter
17 reads; 18 that correct?
18 MR. FINNIGAN: Same objection. The
19 guestion isn't clear whether you're asking him
20 off the top of his head or based on whether he
21 has any data that would indicate that.
22 BY MR. SERIO:
23 Q. Mr. Smith, do you have an answer to
24 the guestion?
25 A, No.

CAIN & CRANE COURT REPORTERS
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Q. Do you have the ability to get the
data to determine how much truck rolls for
meter reads costs are?

A, Yes.

Q. How long would it take you to get
that data?

A. It would regquire a search of probably
an electronic file to make sure I get the
right information. Within a day or an hour.

I mean, it can be done fairly quickly. I
don't have the information at my fingertips.

0. That's information that you could
provide at a later date?

A. Yes.

Q. Ckay, 1f yvou would do that.

MR. FINNIGAN: Objection. Discovery
has ended. We're not going to respond tc any
more data requests, so we will not be doing
that.

BY MR. SERIO:

Q. Mr. Smith, how do you know that
there's going to be any savings from the truck
rolls if you don't know off the top of your
head what the truck reclls costs are?

A. With the proposed system in place, we

CAIN & CRANE COURT REPORTERS
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would no longer have to roll a truck to take
the meter read.

Q. Ign't that alsco included in part of
the reduced meter reading costs?

A. Yes. It's a different category of
meter reading costs. There's ongoing meter
read that occurs on a monthly basis to prepare
a bill. And there are gpecial meter reads
which occur to prepare either a closging bill
or to investigate a complaint or issue from a
customer. Those are the ones that I
referenced require a special truck roll to
read.

Q. So when you talk about truck rolls,
you're limiting that to situations where
you're opening or closing an account or 1if
there's been a complaint; is8 that correct?

A, That's correct. An off-cycle read is
how we reference it.

Q. To the best of your knowledge, that
coast is different than the dollar cost for
your regular meter reads?

A, Yes.

Q. When we talk about metexr reads, the

same basic costs are included in a regular

CAIN & CRANE COURT REPORTERS
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1 meter read as in these off-cycle reads; is
2 that correct?
N 3 A. I'm not sure I understand vyour
4 gquestion.
5 Q. Most categorieg of meter reads
6 require someone to go to the premises and read
7 the meter, correct?
8 A. Correct.
9 Q. There's nothing extra about the
10 regular meter reads that is different in how
11 an off-cycle meter read is done, correct?
12 A, Correct.
13 Q. To the extent that there wmight be a
14 savings with the truck rolls for your
i5 off-cycle reads, would there still be an
186 ongoing communications fée with those also?
17 A. Yes.
18 Q. Now, the benefit that you estimated,
19 I believe you estimated approximately
20 80 percent?
21 A, Correct.
22 Q. How did ycu determine that
23 90 percent?
24 A. Based on the current egstimate for the
25 communication charge and the freguency of the

CAIN & CRANE COURT REPORTERS
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reads.
Q. What is the current communication
charge that you're estimating?
A. I don't have that at my fingertips.
Q. Can you gquantify an estimate? Tas it

more than a dime?

A. No.
Q. So we're talking about a charge of
less than ten cents. That would be less than

ten cents a month?

A. Ten cents per read.

Q. To the extent that we're talking
about natural gas, c¢an you envision that you
would reguire more than one read per month for
a customer?

A. Potentially, vyes.

0. We're talking about residential
customers now, correct?

A, Yes, sir.

0. Can you tell me under what
circumstances a residential custowmer might
need more than one read a month?

A. Under a bill-check scenario where we
would provide the customer a more freguent

look at their consumption, so they c¢an manage

CAIN & CRANE COURT REPORTERS
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their consumption and their bill better.
Q. So if a customer called you and asked
how much they're using, you could provide them

with that information; is that what you're

saying?
B . Yes, that's correct.
Q. Versus the customer simply going to

the meter and reading it themselves?

A. Correct.

Q. Because the customer would get the
game information if they simply read it
thempelves, correct?

A, They would get the same meter read,
yes.

Q. Is there anything that your
communication could tell them about their
consumption that reading the meter themselves
would not?

A. Yes, an estimated bill amount.

Q. And that would be because you would
multiply the usage times the current rate for
natural gas at that point in time, correct?

A, Yes, that's correct.

Q. And if the customer is a GCR

customer, it would gimply be the usage times

CAIN & CRANE COURT REPORTERS
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the GCR amount?

A. Yes, I believe so.

Q. If they're a Choice custeocmer, it
would be usage times the contracted rate that
they have as a Choice customer, corréct?

A. Yes, I believe s0.

Q. And both of those pieces of
information would be readily available to the
customer from the company's communications
call-in center, correct?

A, Yes.

Q. And to the best of your knowledge,
they would alsoc be available from the Public
Utilities Commission call center; is that
correct?

A. I don't know that.

Q. Do you know if that information would
also be available from the Consumers' Counsel
call center?

A, I don't know that either.

Q. Who would you be paying the
communications fee to?

A, That would depend on the
communication provider, which could either be

our own network, which in case it would be an
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internal charge. If it were an external
carrier, like a public carrier, Verizon or
at&t or a land line carrier, it would be that
third-party provider.

0. Is your less-than-10-cent estimate
based on using your internal company network
rather than an outside provider?

A. It's a combinaticn.

0. Has the company done any competitive
bidding to determine what the lowest cost
would be for the communication fee?

A, Not at this point.

0. Does the company plan on doing any
competitive bidding?

A, Yes, likely.

Q. You say likely. Is that a decision
that has been made yet?

A. No,

Q. But you anticipate that there woculd
be some type of competitive bidding?

A. It would be dependent on the
technology, but ves. If available, we would.

Q. You're saying, if the technology was
available, then you would bid. Can vyou

explain what you mean by, 1f the technology
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wag available?

A. Yes. If we build our own network and
utilize technology that, for example, uses a
certain frequency of the airwaves, there may
not be competitors that have that same air
gspace. So if it's wireless spectrum that is
owned by the company, there's not a
competitive bidding process that would result
in a lower price.

If it's a public carrier, again, like
Verizon or at&t, then a competitive bidding
process would be available,

Q. To the extent that you used your own
internal network because of the limitations
that you just described, how would the pricing
be developed?

A. I don't know that exactly, but some
form of cost base pricing on the
infrastructure,

Q. The second item that you talk about
on lines 12 and 13 cof the testimony are
enhanced customer and utility information.

Can you explain to me what that means?
A. Yes. As I had mentioned bhefore, the

ability to monitor usage throughout the
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1 billing period instead of at fixed points that
2 censtitute the billing period give both us and
K] our customer more information about usage and
4 consumption versus having a fixed point in

5 time for that information. The utility would
6 also gain remote information about the meter,
7 both on a more frequent basis and potentially
8 in more depth that 1s available today without
9 a site visit.

10 Q. What do you mean by more in depth for
11 a natural gas customer?

12 A. For a natural gas customer, the

13 amount of information wouldn't change. What
14 would change is the utility information abcut
15 the meter and mostly the metrology. If it's
16 glow, if it has any issues con how it's

17 recording the gas consumption, we would be

18 alerted to that without a site visit through
19 the communication system.

20 Q. When we talk about this customer and
21 utility informaticn, if we were talking about
22 the electric side of the business, that

23 information would be significantly greater;

24 would 1t not?

25 A. Yes.
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For example, vou're talking about

daily or even hourly information, because

electricity is priced on a more time-specific

hagig, correct?

A.

I'm not sure how to answer that, No,

noct today, we don't price our electricity in

that fashion.

Q.

Would that be something the company

would like to do if they had that information

available?

A,
Q.

planning,

Yes, we may.
Do you know if the company was

on the natural gas side, to do the

same kind of specific date or time of day

pricing with natural gas?

A,

Q.

Not to my knowledge.

Would that be because natural gas is,

from your suppliers, not priced in that

marnnerxr?

AL

I'm not sure there's a relationehip

between the two, but I don't know that for a

fact.

Q.

When you say between the two, what

were you referring to?

A,

The way we price to ocur end-uge
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customer and the way we're charged by our
suppliers.

Q. So even if your supplier was charging
you, [or example, on a monthly basis for
natural gas, the company might determine that
it wanted to price customers on a daily or
hourly basis; is that what you're saying, that
there's not necessafily a correlation?

A. I don't kneow that, is what I'wm
saying, ves.

Q. S50 you don't know if that's been
discussed intermnally as an option that the gas
utility would like to have?

A. That's correct.

Q. To the extent that discussions like
that were occurring, would you not be involved
in those discussionsg inasmuch as you're
Director of Technology?

A. I am not involved in the pricing
discussgions, on pricing the commodity.

Q. But there would be technological
requirements in order tao do natural gas
pricing on something other than a monthly
basias, correct?

A. Yes, that's correct.
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Q. To the extent that that discussion
was occurring, you would be involved in it,
correct?

A, Yes, that's correct.

Q. So even theough you wouldn't
necessarily make the decision to do it, if
there wasg a discussion about whether to deo it,
you would be involved in those discusesions?

A. I would be involved on the technical
reqgquirements to be able to do that.

Q. And you indicated, to'the best of
your knowledge, that there's been no
discussions about doing that on the natural
gas side, correct?

A. Correct.

Q. Can yvyou guantify for me the benefit
of this additional information on the gas
side?

A. I don't have that at my fingertips,
no.

Q. Is there a specific number that is
involved in your estimate on your cost benefit
analysis?

A. No, not at this time.

Q. Can you give me an estimate of what
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yvyou think that benefit might be? Is it less
than a dime, less than a guarter, less than
50 cents?

A I don't have an egtimate. My mind 1is
very program-specific, so it would depend on
the amount and timeliness of the information
that would flow to the customer.

Q. So would it be fair to say that it's
very difficult te guantify what the benefits
to the customer would be from such additional
information?

A. I'm not sure if it's difficult to
guantify, as it just is we haven't attempted
to gquantify it.

Q. So you have not attempted to guantify
it even in your cost benefit analysis?

A. I'm sorry, to guantify the wvalue of
the information?

Q. The benefit to the customer frowm this
additional information.

A, Yes, that'e correct.

Q. Soc to the extent that you talk about
there being a benefit, it's a benefit from the
company's side?

A. No, we reference it as a benefit for
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both the customer and the company.

Q. Benefit can be to either the company
or the customer, and you just indicated that
vou have not attempted to guantify it for the
customer. But vou have quantified it for the
company, correct?

A, No, we have not gquantified the value
of the information on usage to either party,
the company or the customer.

0. So I get it straight, on line 12, the
gsecond item there, enhanced custcocmer and
utility information and communicaticns, you
just indicated that regardless of whether it's
for the customer or the company, you have not
attempted to guantify that benefit in your
cost benefit analysis?

A. That's correct, in the cost benefit
analysis.

Q. And the reason that you have not
attempted to guantify that is what?

A. I't is very program-specific. The
benefits that will flow will be wery dependent
on the program that delivers the information
to the customer, and those have not vyet been

developed.
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Q. Now, I believe the next item that vou
list there on line 13 is innovative services,
Can vyou explain to me what side of innovative
gervices you're talking about on the gas side
of the business?

A, The one example I can provide 1s the
concept referred to as monthly bill check,
which would provide a customer an update of
usage and an estimate of what that bill would
be based on their current usage, and allow
that customer to take action pricr to
receiving the bill for the completed billing
period.

Q. When you say giving the customer the
opportunity to take action, other than
reducing usage from that point forward for the
rest of the billing period, is there any other

action the customer could tfake?

A. Yes. Potentially, I guess there's
the reduced usage or time shifting of -- I'm
sorry, I was thinking electric. No, reduced

usage 1is the main benefit.

Q. For the gas side?
A. For the gas side, yes, sgir.
Q. And currently, if a customer went out
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company,

from the

read their meter and called the
they could get that same information

call center by simply multiplying

their usage to date times the current GCR, or

if they're on Choice, their Choice rate,

correct?

A,
Q.

steps of

I believe sO.
And they ccould also take the same

gsimply reducing usage if they were

34

trying to do gomething to control their bill a

little bit more, correct?

A.

Q.

customer

Yes, I believe so.
Would the company encourage the

to uge less gas as a means of

controlling their bill, if that service was

available?

A,

We would provide the information,

I'm not sure we would encourage them to use

more or lessgs, not knowing their individual

circumstances. We would just provide the

information.

Q.

benefits.

Then you list a catch-all of other

Can you exXxplain to me what you had

in mind under other benefitg?

A.

Other benefits are mostly to the
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utility in how we operate our businesgs in
using the information that we can gather on a
more fregquent basis to make more informed
operating decisions.

Q. Have you made any attempt to guantify
the benefit of that additional information to
the companv?

A. No, not in the cost benefit analysis.

Q. So you've not attempted to quantify
it and you have not used it in the cost

benefit analysis, correct?

A. That is correct.
Q. Because that was two separate pointag?
A, Yes. There has been ongoing work in

our gas purchasing group on how they best do
their purchasing, which is a guantified event.
We have not incorporated that work into our
cost benefit analysis at this point. However,
we believe that the increased information flow
from the consumption point would impact how we
purchase gas. We're working through the
process of quantifying that.

Q. Can you exXxplain to me how that
additional information would impact how vou

purchase gas?
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A. Yes, it would impact the frequency of
when we make purchases in the long term versus
the spot market for natural gasg.

0. Do you know whether the company
currently analyzes the frequency of making
long-term purchases versus sppt-term purchasges
today in the natural gas supply department?

A, I believe they do.

Q. So they would be doing the same type
of activity in the future?

A. To make s8ure I understand, vyes, they
would continue to evaluate purchasas in the
long term versus the spot market.

Q. Would they be doing anvything
different than what they do today?

A. They would have more granular
consumption information.

Q. They would have more informaticn
available, but do¢ you know if they would be
doing anything different from the type of
decision-making process they use today?

AL No, I don't know that.

Q. 80 it's possible that even with that
additional data, they would still loock at the

frequency of long term versus spot purchases
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on the same basis as they do today?

A. Yes, that's correct.

Q. Now, on page 2 of the testimony, on
line 15, you talk about Advanced Metering
Infragtructure, or AMI?

A. Yes.

Q. Can you explain to me what you mean
by an AMI?

A. Advanced Metering Infrastructure is
the utility infrastructure that surrounds the
meter and the communication system that would
transport infecrmation from the meter to our
back office or head-in system for capturing
and using the data. The entirety of that
infrastructure is referred to as AMI or
Advanced Metering Infrastructure.

Q. Can you exXxplain to me the fundamental

difference between AMI and the Utility of the

Future?
A. AMI is a subset of Utility of the
Future. Utility of the Future looks beyond

the meter to include other utility devices
that can deliver information 1i1f connected to a
network.

0. Again, focusing on the gas side of
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the business, can you explain to me what the
Utility of the Future can do that the AMI
cannot?

A, On the gas side of the business, the
Utility of the Future would include collecting
the data from the meter and transporting it on
the communications system. I don't believe
that there's an additional function there.

Q. Sc you're saying that the information
that the AMI would collect is the same as the
information that the Utility of the Future
would collect?

A. Yes, I believe so. Although, the
Utility of the Future is not a separate
infrastructure project.

Q. I understand. But when you indicated
that AMI was a subset of Utility of the
Future, I'm trying to determine what the
Utility of the Future can do for a gas
cugkomer that the AMI cannot.

A. Okavy.

Q. Is there anything that the Utility of
the Future can do for a gas customer that the
AMI cannot?

A, No, I don't believe so.
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Q. So for purposes of a natural gas
customer, an AMI providesg the same type of
benefits that a Utility of the Future project
would provide?

A. I believe the one additional benefit
that is provided is a lower communication
cost, because the communication charge is
spread over more devices.

Q. When you say spread over more

devices, what do you mean by more devicesg?

39

A. You would include the electric meter.

You would include other assets on the utility
side of the meter like capacitors, reclosers,
gsubstations, other power eguipment that again
could provide information to the network.

0. So if we're looking at the natural
gas customers, do you know approximately how
many natural gas customers Duke Energy has?

A. I believe the number is arcund a hal
a million.

Q. Would you accept, subject to check,
that the number is approximately 456,0007

A. I believe that's for Duke Energy
Ohio.

0. Se with AMI, the cost would be sprea
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over the 456,000 gas meters, correct?

A, Yes,

0. And if you had the Utility o©of the
Future for gas customers, that cost would be
spread over more than just the 456,000 gas
cugtomers?

. Yes, that's correct.

Q. Even though it's a function for only
gas customers?

A, I'm sorry, not just gas customers.

It'e? not a per customer - -

Q. Per meter.
A. Well, it's not even per meter. Per
device. So as we look at the infrastructure

and the other devices that wculd be reguired
to enable Utility of the Future, you increase
the volume of devices that are included. So
not just per customexr or per meter, but per
utility asset.

Q. Let me look at it this way. Of the
456,000 gas meters, it's generally one meter
per customer, correct?

A. Correct.,

Q. So the customer that has the meter

would get the benefit of that meter and pay
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the cost associated with the AMI attached to
that meter, correct?

A. Correct.

Q. If it was Utility of the Future for
gas customersg, and I'm a gas customer with one
meter, would I pay more than 1/456,000 of the
cost?

A, No, I daoan't believe so0.

Q. So whether it's Utility of the Future
or AMI, on the gas side, I would pay my
proportionate share as one of the 456,000
meters, correct?

A. That's correct.

Q. So when you were saying the lower
communications cost, it might be lower because
of more individual components, but because the
more components are still divided over the
same number of customers, it would still end
up being the game cost per natural gas
customer, correct?

A. Correct, if you're considering the
natural gas piliece, yves.

Q. Do you know how many different
manufacturers offer the AMI systams?

A, No.
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Q. Do you know how Duke was planning on
acqguiring the AMI systems?

A. Do you mean are we going to purchase
it or lease 1t?

Q. Whichever, how Duke was planning to
acquire thewm, whether purchase, whether lease,
wasgs 1t going to be competitively bid. Do you
know any of those details?

A, Yeah, we haven't determined that yet.

Q. Do you know if there's any Duke
affiliates that manufacture or are involved in
the manufacture of AMI?

A. Not that I know of.

Q. Does the AMI have two-way
communications capabilities?

A. Some do, yes, I believe some do.

Q. Do you know if the company was
contemplating using AMIs that have Ltwo-way
communicaticns, or were they contemplating
using AMIs that do not?

A. We're looking at both.

Q. What are the benefits o©of hawving the
two-way communications capabilities in an AMI?

A. This is te a gas customer?

Q. Yes.
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A. There's potential to be able to send
a sBignal to the meter or the meter collection
device to take an acticn. Generally the one
that's contemplated is to turn the gag flow
off.

Q. Under what circumstances, if you had
that two-way capability, would the company
contemplate turning the gas off?

A. The c¢losing of an account is one
scenario. I don't know of others. I don't
know our standard protocol for turning a
cugtomer off in non-account closing
gituations.

Q. From a customer's pergpective, can
you identify what you would perceive as any
benefits from having that two-way
communications capability?

A, It would reduce the need to have
utility employees on premise.

Q. And that would be because you could
turn the gas on cr off remotely?

A. That's correct.

Q. If you know, doces the ability to turn
natural gas on or off remotely, is that

congsistent with the PUCO minimum gas service
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standards?
A. I don't know that.
Q. Is the company consgsidering the AMI
for both gag and electric?
A, Yes.
Q. Do you know what an automatic reading

device is, an AMR?

A, Yes.

Q. I'm sorrvy?

A, Yes.

Q. Can you explain your understanding of

what an AMR 187

A. An AMR is & device that collects the
meter data and transmitg that meter data to a
remote location.

0. Fundamentally, what is the difference
between an AMI and an AMR?

A, An AMR replaces the need tc read the
meter, where an AMI system provides additiconal
functionality around the meter, the ability to
send information to do diagnostics, to
retrieve information other than the meter
read, 1in addition to the meter read.

Q. If the AMI does not have two-way

communications capabilities, what differences
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would there be between an AMI and an AMR?

A, I don't think there are any.

Q. So is it basically an AMR is one-way
communications and an AMI is two-way
communications?

A, Yes, I think that's one way to

distinguish the two.

Q. Can you think of cthers?
Al The ability -- no, I can't.
0. Do you know if Duke has any

affiliates that manufacture AMR deviceg?

A, Not that T know of.

Q. Again, as far ag acguiring AMRs, do
yvyou know if the company has made any decisions
on how it's going to acqguire those deviceg?

A, No.

0. On page 4 of the testimecny, you talk
about meter data automatically transmitted to
the utility, and it lists on line 13 four
different ways to collect the data. Do you
gee that?

A, Page 47

0. Page 4. The gquestion reads, "How is
the meter data automatically transmitted to

the utility?"
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Q. The third line of that answear,
there's four manners listed there, correct?
There's fixed radio networks, fibercptic
lines, power lines, and then broadband over
power lines, correct?

AL Yes.

Q. Now, when we're talking about the
natural gas system, are yocu still referring to
all four of those applying to natural gas
customers?

A, Yes, they could.

Q. Has the company made any decision
about which one of the four they would prefer
to use as a network to collect the data?

A, No, not yet,.

Q. Is that something that 1s also still
being considered by the company?

a. Yes.

Q. Do you know 1f the cost associated
with those four differ, depending on which
device you use, which network you uge?

A. Yes, they do.

Q. Do you know what the costs are for

the fixed radio networks?
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1 A. I don't.

2 Q. Do you know what the cost is for the
3 fiberoptic lines?

4 A. I have, but not at my fingertips.

5 Q. Can vou give me an approximation?

6 A. No, not at this time. It's on a

7 per-mile line basis, and I don't have the

8 number on the top of my head.

9 Q. How about power line carrier?

10 A, Ia the guestion about the cosat?

11 Q. Yes.

12 A I don't have that either.

13 Q. Would that be similar to the optic
14 lineg based on a per-mile cost?

15 A No, it's dependent on the equipment
16 to put the signal on the power line.

17 Q. The broadband over power linea, do
18 you know what that cost would be?

19 A. No, although the issue is the same
20 for the power line, the cost of the eqguipment
21 to put the signal onto the power line.

22 Q. At this point, do you know which of
23 the four is the most expensive cor the least
24 expensive?

25 A. I believe the fixed radio network is
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1 the least expensive, and either the fiberoptic
2 or the broadband over power line are the most
3 expensive.

4 Q. And those costs would he incliuded in
5 any kind of cost benefit analysgisz that the

6 company does?

7 A. Yes.

8 Q. S50 there would conceivably be four

] different runs that would interpose each of
10 these four systems in the cost benefit

11 analysis, correct?

12 A. Yes. Although, if I can add, it

13 would probably even be more, because there

14 would be a combinaticon of the communication
15 systems.

16 Q. 8o for example, it might be part

17 fixed radio network and part fiberoptic?

18 A, Yeg, that'ms correct.

19 Q. And there could be all kinds of

20 permutations depending on the percentages of
21 each?

22 A. Yeg, that's correct.

23 Q. On line 17, you talk about billing
24 and outage management systems?

25 A. Yes.
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Q. When you reference outage management
systems, 1s that regarding natural gas or is
that regarding electric customers?

A. Well, it could be both. It would be
dependent on the frequency of the read to
agsist in any outage or disruption of gas
service.

Q. Do vou know offhand the last time
Duke Energy had an outage or disruption of the
natural gas system?

A, I don't.

Q. Do you know in fact 1f the company
has had any in the last five vyvears?

A I don't know that.

Q. And yvou understand that the type of
outages that you might get in a natural gas
system are very different than the kind of
outages you'd get on an electric system,
correct?

A, Yes, s8sir.

Q. And the difference being that on an
electric system, there are much more common
and frequent cccurrences on parts of the
system, correct?

A Yes.
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Q. And those are generally related to
storm damage, power lines going down,
transformers being overloaded, things like
that, correct?

AL Yes.

Q. As far as any natural gas ocutages, do
you know what might be the causes for that
type of outage?

A. Supply disruption could certainly be
one. And then more individual, something
occurring at the customer's home.

Q. For example, if someone cut through a
service line going directly to a homeowner's

regidence, correct?

A Yesa, that could bhe a gcenario.
0. Let me go to the next section and
find that reference. On page 2, line 20 of

your testimony, you talk about the type of
data to be transmitted. And again, focusing
on the gas sgside, by utilizing the AMI to its
greatest extent, what manual utility
operations have been supplanted or would be
supplanted?

A, The meter reading, off-cycle meter

reads, and potentially meter testing.
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Q. Explain what you mean by potentially
meter testing.

A. Depending on the technology that we
use to collect the meter read, it mavy have the
ability to retrieve diagnostics from the meter
itself and transmit that over the network.

Q. Can you explain to me how utility
operationsg, in general, would be streamlined
by using an AMI?

A, In general, the information that is
now gathered manually on a periodic basisg
would be available on demand, and that
information would then be used to make
operating decisions for the gas system.

Q. When we talk about making operational
decisions for the gas system, can you explain
how that -- what type of gas-specific
decisions might be made?

A. I don't know those off the top of my
head.

Q. Is there anybody else that's
testifying in this case that might be familiar
with what those would be?

A. I don't know.

Q. Iz that something that's factored
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into your cost benefit analysis?
A No.
Q. But there are very specific things
that can be streamlined on the electric side,

correct?

A, Yes.
Q. What are some of thoge?
A, The meter reading is still there,

line switching, ueging capacitors and
transformers more effectively are a few
examples.

Q. And those would all be things on the
electric side that you could specifically
determine what the objective benefit or cost
savings would be from using those, correct?

A, Yes, sir.

Q. And as far as vyou know, there isn't
anything on the gas side that you could do the
same type of objective cost benefit

determination; i1s that correct?

A. I'm not aware of anvy.
Q. On page 3 of your testimeny, I think
on line &6, vou talk about -- or line 7, the

company has 194 meter readers who currently

walk routes?

CAIN & CRANE COURT REPORTERS
704/545-3510



10

11

12

13

14

15

16

17

18

18

20

21

22

23

24

25

53

A. Yeg.

Q. And I believe earlier you indicated
that you thought that the cost was
approximately a dollar per customer?

A, Or something below a deollar, ves.

Q. And that's because the 194 meter
readers do both gas and electric meter reads;
is that correct?

AL Yes, that's correct.

Q. To the best o0of your knowledge, are
there any that do just gas or just electric,
or are all the meter readers interchangeable?

A, I don't know that. I guess maybe a
clarifyving question, do ycu mean for customersg
that only have electric or only gas?

Q. What I was asking was, do you know if
any of the 194 do just electric reads or just
gas reads, ves, for customers that aren't dual
fuel?

A, Yes, that's correct.

o That there are some meter readers
that do just =single fuel ones?

A, I believe all of our meter readers
are capable of doing both gas and electric

reads. It depends on the route that they
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have, vyes.

0. That's what I thought. I just wanted
to make sure we were clear on that,.

You mentioned there on line 13 that
the company has approximately 60,000 keys in
its key room?

A, Yes.

Q. That would be out of the 456,000 gas
customers, correct, or are those keys gas and
electric?

A. I don't know 1f that's both.

Q.‘ So whether it's 60,000 of your 456-
gag meters, or 60,000 of the 760- electric
meters, vyou don't know which that is, correct?

A. That's correct.

Q. Do you know how many indoor gas

meters the company has?

A. I don't have that at my fingertips.
Q. Do you know if it'se more than 60,0007
A. Yes, I believe it 1is.

Q. So it's a number somewhere between

60- and 456,0007
A, Yes, =ir.
Q. Do you know if the company currently

ingtalls indoor meters on new customer bills,
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or would the indoor meters be older meters on
older homes?

A, I believe it's the latter, the older
meters on older homes. I don't know of any
new-build situation where the meter is in the
home .

Q. To the extent that the company has to
replace or repair an indoor meter, does the
company generally try to move it from an
indoor locaticn to an outdoox?

A. No, I don't believe so.

Q. You indicate on line 20 Lhat
approximately six percent of bills are
estimated each menth?

A. Yes.

Q. Do you know if that's six percent of
regidential gas or six percent of residential
electric customers?

A. I don't know.

Q. On line 22, you talk about a
gignificant number of calls made to your call
center. Do you know how many that would be?
What is your approximation of significant
number?

A, I don't knew that. I'm sorry.
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1 Q. So vou couldn't estimate if it's more
2 than 10, more than 50, more than 100 per

3 month?

4 A. No, sir.

5 Q. ITf vou don't know the number, how can
6 you call it a significant number?

7 A. I believe it's more than the number
8 of calls that we receive on non-estimated

9 bills, =so0 we've estimated it to be

10 significant.

11 Q. How many calls do you get to your

12 call center on a monthly basis for reasons

13 other than estimated bills?

14 A, I don't have that information with
15 me .

16 Q. Here's the guestion I have. If you
17 don't have that number, how can vou tell me
18 that the other number 1s significant compared
19 to it?

20 A. I don't have the number with me.

21 That'ses information that we've looked at.

22 Q. You talk about customer complaints
23 there. Can you give me an estimate of how

24 many cusgtomer complaints you get resulting

25 from egstimated bills?
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A, No, that's the same. I have that
information, just not with me.
Q. Then yvou list costly ocff-cycle meter
reads. Can you give me a number of how many

calls yvou get regarding off-cycle meter reads?

A, I don't have that number with me
either.
Q. To the extent that you've reviewed

the numbers, do you know 1f they're gas only
or if they're gas and electric?

A. It's a combination of gas and
electric.

Q. So do yvou know if there's a breakdown

for natural gas only?

A, I believe there is. I don't have
that.

Q. Have you seen the number for gas
only?

A. I don't know if the number I've s8een

is for gasgs only or for the combination.

Q. So it's possible that the significant
numbere you were talking about were for the
combination and not for gas-only customers,
correct?

A, Yes.
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Q. So i1it's possible that the numbers are

very minimal for gas only, correct?

A. They could be.

Q. Now, when you talk about company
costg associated with the call center, have
vou broken down the c¢all center costs per
call?

a. I'm sorry, for the cost benefit

analysig?

Q. Yes.

A, Yes, we do have a per-cost call.

Q. Do you know what that number isg?

A, I don't have it at my fingertips.

Q. Is that something that's in the cost

benefit analysis that the company has?

A. Yeg, I believe it is.

Q. When an AMI device is used, do you
know if that's a hundred percent accurate?

A. I don't know 1f it's a hundred
percent accurate.

Q. Do yvou know what percentage of
accuracy 18 contributed to AMI devices?

A. I believe the gales literature we've
geen 1g upward of 85 percent.

Q. Do you know what the accuracy rate 1
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for AMR devices?

A. I don't.

Q. Do you know if it might be greater or
lesser than the 957

a. I believe the information I've seen
is the same. In fact, I beliewve that the
technology that obtains the meter read is the
same, and it has the same accuracy. And then
the communications system i1is a differentiator,
and it doesn't affect the accuracy.

Q. And the game fundamental devices
would do the reading under the Utility of the
Future gcenario, correct?

A, Yesa, that's correct,

Q. So the accuracy rate under Utility of
the Future would be the gsame 95 percent?

A, Yes, although 95 percent is what we
have been given by vendors. We haven't
verified that ocurselves.

Q. Absent of being able to wverify it
yourselves, it's reasonable to use the
95 percent figure?

A, I believe so.

Q. I assume that you've looked at what

other companies have achieved using AMI or AMR
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devices?

A, Yes, we have.

Q. Are yvou comfortable that the
95 percent rate is a rate that is achieved by
other companies that use these devices?

A. Yeg, I think it's higher than 95, but
I think 95 is a safe assumption we've been
given.

Q. Now, on page 4 of the testimony, you
talk about the other components of the Utility
of the Future project. Do you see that, at

the bottom of the page?

A. OCn page 4°7?

Q. Page 4, vyes. There's a guesticn on
line 18.

A, Yes.

Q. And I believe in your answexr that

carries over onto page 5, there's five things

listed that the Utility of the Future involves

in addition to the AMI. Do you see that?
A. Yes,
Q. I'd like to take thosgse cocne at a time,

i1f we could.
A, OQkay.

Q. The first one says "automating the
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distribution system to enable the company to
be able to monitor the actual condition of

system components, and redesigning maintenance

programs. " Do yvyou see that?
A, Yes.
Q. What you're talking about there was

your ability to do diagnostice remotely
instead of doing them on a random basis; is
that correct?

A Yes.

Q. Igs there anything in addition under
this automating the distribution system that
you're referring to there?

A, I believe what is detailed out is
accurate. So there's the diagnestic, and then
planning based on that information flow.

Q. Have you gquantified the cost savings
achievable by doing this diagnostic rather
than the random testing that's done currently?

A, Yeg.

0. Do you know what that benefit is

quantified to be?

A. No, not off the top of my head. I'm
BOYTY.
Q. And that's included in your cost
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benefit analysis?

AL Yes.
0. The second item you listed is
"improved outage management." Again, when we

talk about natural gas customers there, what
dc you mean by improved outage management?

A, It would have limited application for
gas customers and it would be for sgervice
disruptions that we discussed earlier.

Q. The third item is "enabling direct
load ccocntrol programs. ™" Can vou tell me how
thig would impact a natural gas customer?

A, I don't believe it would.

Q. The fourth item is '"cowmmunicating the
usage information to customers on a timely
bagis." I believe you indicated that was the
two-way communications during the month 1if the
cugtomer wanted to know what their bill would
be; is that correct?

A. Yes.

Q. Wag there anything in addition to
that that yvou contemplated here?

A, No.

Q. Then it says "developing new

congervation/demand side management programs."
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Can you explain, on the natural gas side, what
these new conservation/demand side management
programs involved?

A. I don't believe they have been
developed in detail, but they would revolwve
around the prior information flcw we had
talked about on a more timely basig versus the
cnce a month in arrears.

Q. For natural gas, that would simply
mean using less gas for that particular
appliance?

A. Yes, that's correct.

Q. There's no other new type of programs
or new types of devices that you're
contemplating here, correct?

A. Well, new consumption devices would
potentially fall in this category, but we have
not developed any programs around that.

Q. On the flip side, what are vyou
talking about on the electric side when you
talk about conservation/demand side management

programs?

A, Shifting the time o0of consumption is
one example. Higher efficiency consumption
devices is another. There are probably
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others. There are many in development that
don't have detail vet.

Q. For example, if you had an electric
dishwasher, running the dishwasher at a time
of day when the rates were lower on thé
electric side, correct?

A. Yes.

Q. To the extent that natural gas is
used to heat the home, really the only way to
do any conservation there is to just turn your
thermostat down, correct?

A. Yes.

0. And to the extent you're using
natural gas to heat water, unless you're
washing clothes with a gas water heater, you
really don't have the ability to shift that
load, do you?

A. No.

Q. Do you know any other type of gas
appliances where you could shift the load to
take advantage of cheaper ratesg?

A. Not that I know of.

Q. In fact, as we discussed earlier,
currently gas rates are based on a monthly

basis, not on any particular time of day
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rates, correctC?

A. I believe so,

Q. So even if you could shift usage, it
really wouldn't make a difference on a billing
basis, correct?

A, Yes.

Q. On page 5 of your testimony, you talk
about the pre-deployment activities that the
company has done to date?

A. Yes.

Q. Can you tell me how much the company
hag spent during the test year for these
pre-deployment activities on the gas side?

A, I don't have that at my fingertips.

0. Do you know if that number is
included in any of the application that the
company made?

A, I don't know that.

Q. Would that number be included in the
cost benefit analysis?

A No.

Q. Why wouldn't that number be included
in the cost benefit analysis?

A. The cost benefit analysig doesgn't

include dollars spent to date. It includes
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costs that are forward 1ooking that would be
required to build out the infrastructure and
the resulting benefits.

Q. Do you have any quantification of the
benefits achieved to date ag a result ¢f the
costs that have been incurred?

A. No.

Q. So the company hasn't been able to
documént any savings to date?

A. We haven't deployed anvy
infrastructure to date. I'm sorry. Just to
be clear, the pre-deployment activities we're
doing currently is working the cost benefit
analysis and the equipment selection, which
will then result in the equipment being put in
the field to determine if the benefits can he
achieved.

Q. So the company hasn't spent any money
cn any actual devices for the natural gas
system yvet, has it?

Al I believe we are currently. We have
just expanded. We are in the process of
procuring eguipment to put on our system.

Q. Do you know what kind of equipment

vyou're currently procuring?
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A. We are procuring meter modulesg which
capture the meter read, and we're also
acquiring a fixed radio -- not a network --
fixed radic pieces to connect to our
communication network.

Q. And those would be pieces of
equipment that the company would have at its
location that would receive the information
from customers, correct?

A, Yeg, that'\s correct.

Q. Do you know if any of those purchases
are listed in the test year in this
proceeding?

A. I deon't knhow that.

MR. FINNIGAN: Excuse me. Can we do
off the record for a moment?

(There was a discussion off the
record followed by a brief recess.)

MR. SERIO: Mr. Smith's deposition is
going to continue, and Mr. Riddle's
deposition, which was supposed to start at
10:30, is now also being conducted
telephonically on a different call-in line.

At this point, there héve been no other

intervenors that have joined this call looking
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for the Riddle deposition. To the extent
anvyone else does call in, we will notify them
of the other dial-in number and participant
code so that they can participate in
Mr. Riddle's deposition. Otherwise; we will
continue with Mr. Smith's deposition.

However, there is new ccunsel for the
company, and he will identify himself.

MR. D'ASCENZO: My name ig Rocco
D'Ascenzo, businegs address 18 1392 East Fourth
Street, Cincinnati, OQOhio, 45201.

MR. SERIO: Thank vyou.

Mr. Smith, if vou're ready, we'll
continue with the questioning.

THE WITNESS: Yes, thank you.

BY MR. SERTIO:

0. Just before we broke, I had directed
you to page 6 of your testimony. It carries
over to page 7, and you identify there a
number of deployments that Duke Energy has
begun. You list Cincinnati; Charlotte,

North Caroclina; Greenville, South Carclina;

Northern Kentucky; and Indiana. Do you see
those?
A, Yes.
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Q. Can you tell me if any of those other
utilities are natural gasg, or if those are a
combination, or electric utilities?

A. Cincinnati and Northern Kentucky are
both combination utilities. The North and
South Carolina and Indiana are all electric
only.

Q. To the extent that Northern Kentucky
is a combination utility, what specific
deployment have you done on just the gas side
there?

A, None, It's ali been combined with
the electric.

Q. So it's safe to sav that, to date,
the company doesn't have any experience on
deployment with any Utility of the Future
infrastructure regarding just natural gas
customers, correct?

A, Neo. I'm sorry. There are some
customers in Northern Kentucky that are gas
customers only, and they do have the meter
infrastructure in place.

Q. Do you know how many cusetomers that
might be?

A. I don't. I can give you a number.
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Legg than a thousand, but I don't know how
many it is.

Q. To the extent that yvou have some
equipment for that less than a thousand
customers in Northern Kentucky, what type of
equipment is it?

A. It's currently a mohile radioc network
where the module on top of the meter sends out
a radio signal, which is then picked up by a
vehicle.

Q. Is that uged in ccocnjunction with AMR
or AMIs?

a. It's a transition solution to an AMI
deployment in that area. Once the AMI
infragstructure is completed, the vehicle will
no longer need to be deployed. It will become
a fixed radio network.

Q. 50 have the AMIs already been
installed on homes?

A Yes.

Q. And all that does is picks up the
gignal for the AMI until the company has its
own facility ready?

A, Yes, that is correct.

Q. That would be the same type cf system
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that you had proposed in the Duke Energy of
Ohio system?

A, A similar one. We're not proposing
the transition period where we would need to
pick up the read with a wvehicle.

Q. But the AMI agpect of it would be the
same as what vyvou're proposing for Duke,
correct?

A. On the gas side, vyes.

Q. Do vou know what the cost was per
customer in Northern Kentucky?

A. I don't have that with me.

Q. Did the company do a cost benefit
analysis in that case?

A. Yes.

Q. Was that similar to the cost benefit
analysis that you'wve done in this case?

A. Yes, it's similar.

Q. So 1f I look at the cost benefit
study that you've done in Ohio, it would be
gimilar to what vyou did down in Kentucky to
determine whether it was cost efficient to put
that system in place?

A, Yes, for the gas piece, it will be

similar.
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Q. Cn page 7 of yvour testimony, lines 15
through 17, you talk about the major benefits

of the Utility of the Future project for

customers. Do you see that?
A, Yeg.
Q. Let's go through those one at a time,

if we could.

AL Okay.
Q. The first one is "reduced meter
reading costs." I think you've indicated

that's just the less than one dollar cost that
would be achieved because you don't have to
physically go out and read meters; 1s that

correct?

A, Yes, that's correct.
Q. The second one is "reducing the need
to enter customers' homesg. " Is there a cost

associated with that, that you'wve guantified?

A. Yeg, there is,.

Q. Do you know what that cost is?

A. It's in the meter reading costs.
Q. S50 the less-than-decllar cost would

include the cost of entering into the
consumer's home to read the meters?

A Yeg, that's right. It's a blended
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the number of reads that we do per vear. So
the additional cost of entering a customer's
home is included in that cost.

Q. So to the extent that you've listed
two items there, it's really combined into
one; 1it's still just meter reading cost?

A. Yes, the way we track that cost,
that's right, it's one cost. We believe
there's an additional expense to enter the
customer's home, and it reduces the number of
meter reads that can occur in a route.

Q. But that savings is already
calculated within the approximate 90 cent
savings that you attribute te saving meter
reading costs, correct?

A. Yeg, that's the portion we've
guantified. The portion that we haven't been
able to guantify is the cost of carrying the
key room and any asscciated costs that might
be there, like greater liability or insurance
requirements that we need to maintain.

Q. I think the third item you have here
ig fewer billing adjustments and re-billing.

Is that all one item or ise that two separate
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items?
A. They're together.
Q. Have you guantified the gavings

achieved from fewer billing adjustments and

re-kbilling?

A. Yes.

Q. Do you know what that figure is?

A. I don't. It's in the cost benefit,
Q. Can you give me an approximation?

Less than a dime, less than a quarter?

A. We have it on an annual dcllar
amount, not a per-meter type number. Again,
don't have that at my --

0. And vou couldn't estimate if it's

more than $10,000, $25,000°7

A. I dont't. I just don't have that at
the top of my head. I apologize.
Q. That's fine, I just wanted to

explore 1if vou could give me an estimate.
Finally, you have the '"greater
availability of conservation programs," I
believe earlier we talked about conservation
programs with natural gas. Would the answer

be the same, that it's really limited to the

74

ability to further reduce consumption based on
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the cost and how much you've used to that
point in time being conveyed to the customer?

A. Yeah, I think that's the primary.

The secondary would be more efficient
appliances.

Q. Are you saying that more efficient
appliances would go hand and hand with Utility
of the Future?

A, They could, vyes.

Q. Are you aware of anything that would
limit a customer's ability to do more
efficient appliances under the current system
that the company has in place today?

A, No.

Q. S5c it could be done in conjunction,
but it's not necessgsarily something that we're
going to see more of just because of Utility

of the Future?

A, I don't know 1if we'll =ee more or
not. It's not exclusive to Utility of the
Future.

Q. To the extent that you talk about the

conservation with customersgs using less gas,
are you familiar with the company's £iling in

this casgse to ilncrease the amount of cost that
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it recovers as the fixed part o©of the bill

versus the variable part of the bill?

A. Not in detail.

Q. Are you familiar with it in general?
A. Just the concept, I believe, ves.

Q. To the extent that you're familiar

with the concept, recovering more costs in the
fixed portion means that there's less costs
recovered in the wvariable portion. So to the
extent that a customer reduces usage, their
ability to reduce their usage part of the bill
is less than it would be otherwise; is that
correct?

L. Yes, I believe that's correct.

Q. Cn line 20, you guote 95 percent
reduction in manual reading network coverage?

A, Yes.

Q. Does that mean that you would be able
to avoid having to do reads for approximately
95 percent of customers, but there still might
be 5 percent where you still had to do more

conventional meter reads?

A, Yes, that's correct.
Q. What situations would that involve?
A, Situations where we don't have a
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readily available communications system. If a
fixed radio network, for example, cannot
either penetrate the home or is not available
in the area.

Q. So it's really more a gquesgstion of the
availability of the signal to get out rather
than limitation on putting the eguipment in
the customer's premises?

A. Yes, although not exclusive. There
are some meters in our service territory that
are not capable of accepting the meter reading
module, and the meter itself would need to be
upgraded or replaced.

Q. In those situations, as long as the
meter is operating, vou don't have plans to
replace it?

A, That's right. At this point we
don't, although that's part of the
consideration.

Q. Your preference would be to simply
replace those as they wear out or have
accuracy problems?

A, I believe that's the way we operate
today. I think what we're considering is if

thexe's a cost beneficial way of accelerating
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that replacement.

Q. If you could turn to page 8 of your
testimony, at the top of the page, you talk
about the company's safety performance, and
you indicated Yshould improve®"?

A. Yes.

Q. You talk about the safety incidents.,
How do you define the gafety incidents?

A. I believe we use a standard CSHA
definition, but I'm not positive. But what
we're referring to, though, are accidents that
are generally incurred by our meter readexrs as
they are doing their cycle.

Q. Do you know currently how many safety
incidents are reported in a vear?

A. I have that, again, in the cost
benefit, but I don't have it ready.

0. As part of the cost benefit analvsis,
did you just assume there would be zero
incidents in the future under the Utility of
the Future scenario?

A, No, noct zero. We had scaled it down.
We looked at the type of injuries that occur.
We made assumptions around which ones could

potentially be either reduced or eliminated
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and then made adjustments. But we didn't
completely zero it out,

Q. Then on line 4, you indicate these
costs should be reduced. That, again, is
based on yvour assumptions, correct?

A That's correct.

Q. There are no assurances that there
actually would be any savings there?

A. That's right.

Q. And then when 1t comes to determining
the cost associated with the safety incidents,
do you know, ballpark, what kind cof money
we're talking about on an annual basis?

A. I don't. I know I can tell you it
includea lost time for the company, the
employee insurance, both preventative and
health insurance, to pay for the incident. I
don't know an estimate of the dollar figure,
though.

Q. Could yvou ballpark less than a
hundred thousand dollars, more than a hundred

thousand dollars?

A, I believe it was more than a hundred
thousand, but not significantly more. This
also ig cowmbined electric and gas. When we
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have combined accounts of electric and gas,
it's difficult to assign the injury to one or
the other.

Q. For sake of argument, if it was
$3100,000, just go we can ﬁse a number, and
it's combined gas and electric, you'wve got
approximately 450,000 gas meters and 760,000
electric meters. Would you add those two and
get a percentage and say then for the gas
side, it's the percentage associated with

450,000 meters?

A. Yes, we could apportion it that way.

Q. Is that the way the company did it i
the cost benefits study?

A. No.

Q. Can yvou tell me how it was done
different from that?

A. It wasn't apportioned toc get to gas
and electric.

0. Sc how was the benefit assigned to
gas-only customers?

A. We didn't assign it to gas-only
customers.

Q. On page 8 of your testimony, on line

14, you talk about improving the company's
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cash flow. Do you see that?
A, Yes.
Q. Did you do an analysis of how much

improvement would occur to the company's cash
flow?

A We did.

Q. Is that factored in to the company's
risk assessment in this proceeding?

A, I don't know that. I'm 8orry. I'm
not sure I know what risk assessment you're
referring to.

Q. Are vou familiar with the rate of
return Lestimony the company f£iled in this
proceeding?

A. No, not in detail.

Q. But vyvou're familiar that the company
did file rate of return tesgtimony?

A Yesg.

Q. Is it your understanding that that
rate of return testimony is an attempt to
quantify the risk to the company from
operating the natural gas business?

A. I don't know, I'm sorry. I'm not
that familiar with the filing.

Q. To the extent that the Utility of th
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Future would improve the company's cash flow,
would you agree with me that that would reduce
the risk that the company would face from
under-collecting revenues that it was assigned
to collect?

A, I don't know. If I can, 1I'11 address
the cash flow benefit that we looked at. It
was the reduced time from collecting a meter
read to actually sending the bill to the
cugstomer.

Q. So to that extent, it would be more
involved with cash working capital?

A. Yes, I think that's accurate.

0. Do you know if this reduction in risgk
was factored in to the company's cash working
capital documentation that was filed in this
proceeding?

a. I do not.

Q. Can you think of a reason why it
would not have been included?

A, Ne, I can't, unless it was unknown,
unless they didn't know about the analysis.

Q. When you say, unless they didn't
know, vou mean the people that filed the

application with the cash working capital
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compeonents?

A, Yes, I'm sorry. That's correct.

Q. But the company does know the
benefit; you just don't know if it was
conveyed to the other folks in the company
that would have done the cash working capital?

A. Yes, precisely.

Q. Beginning on line 15, you talk about
the type of ccsts the company will incur for
the Utility of the Future project. Do you gee
that on page 8°7?

A. Yes.

0. The capital start-up and design cost,
has the company incurred any of those costs
vet for the gas side of the business?

A. Yes.

Q. Can you detail for me what has been
involved to date on the gas side only?

A. No, I don't know if it's been
apportioned to gas side only.

Q. So the company has begun the
investment; you just don't know how it's being
assigned?

A, Yeah, and I'm sorry. I was reading

through the testimony beginning with the IT
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systems. Ags we get into the other enumerated
itemg about metering and metering eqguipment,
vyes, we do have that assgigned by the cost of
the meter module. And I don't have that at my

fingertips.

Q. Is that in the cost benefit analysis
at allz
A, Yes, I believe we udsed the same meter

module cost, although the proposed
communication network is different. 80 that
cost is not the same for Northern Kentucky as
Cincinnati.

0. To the extent that Duke i3 a
combination utility, the cost benefit analysis
is done for both gas and electric, correct?

A Yes.

Q. Does the cost benefit analysis also
run the analysis for just the gas side of the
businesgsg?

A. No, it doegn't.

Q. So do you know if the company could
justify the cost of the Utility of the Future
for just the gas side of the business?

A. No, I don't believe we could.

0. No, you don't think vou could do the
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analysis, or no, you don't think --
A. I'm sorry. I thought the guestion

wasg could we justify.

0. Yes, I just wanted to make sure --
Al Yes, we could do the analyeis.
Q. But you don't think vou could justify

for the gas-only side?

A, I think the cost would be greater
than the benefits if we were only doing gas.

Q. On page 11 of your testimony, at the
bottom of the page there, you talked about
being permitted to recover costs even though
they might not meet the Commission's
traditional usgsed and useful standard?

A. -Yes.

Q. You had indicated previously that you
were an attorney, so vou're familiar with what
the used and useful standard is in Ohioc,
correct?

A. Yes.

Q. And what the company is asking for
there is that the Commission essentially would
no longer hold the company to the standard
that is set forth in the statutes for ©Ohio

rate making?
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A, Yes, I believe that'sms correct.

Q. What is the jﬁstification for asking
the Commission not to include the same
standard for this particular component?

A. I believe, ags we described above in
the testimony, because this is new technology
that we're looking at and the rapid change in
technology, that i1f an unforegeen change
occurs that would render the technology
obsolete, that we would want to have a way to
treat those costs.

Q. To the extent that the technology is
so new and changing g0 rapidly, wculd it not
make sense to wait until other companies have
gone down thisgs road te determine that the
investment is going to be a sound one that
ign't going to become obsgsolete in a short
period of time?

A. I. think that's part of the cost
benefit and risk analysis that we are working
on NOow. I think that it turns on the benefits
that are forgone in that time frame.

Q. To the extent that the Commission
were to change the standard, essentially it

would be shifting the risk from the company to
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the customer, correct?

A. I don't know that for sure. And I'm
relying, T guess, on my knowledge of used and
useful, which is not a technical
understanding.

Q. I understand. Again, I realize you
aren't practicing as an attorney, but I just
wanted to explore the limits to what vour
understanding was. On page 12 of your
testimony, I think you list some reasons there

that would affect the plang for deployment?

A Yes.
Q. I believe there are three of them
that you lisgt there. Under the second one,

are you aware of any gas-only distribution
companies in the United States that are doing
anything similar to the Utility of the Future?

A, No, not that I'm aware of.

Q. Your third reason there, you talk
about the Commission investigating smart
metering standards. You're referring to the
Ohio Public Utilities Commission there,
correct?

A. Yes, that's correct.

Q. And you're referring to an electric
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docket, the 05-1500-BEL-CQOI docket?

A, Yes, I believe that's the one.

Q. So that is the Commission looking at
meters for the electric side of the business,
not the gas side, éorrect?

A. We looked at both during the
Commission proceedingsg, so I'm not sure their
intent. Although I do know from a Duke Energy
perspective, we looked at and addressed both
type of meters.

Q. Are you aware of any other gas
utilities that provided information to the
Commisgion for gas only in that docket?

A, No, not that I'm aware of.

Q. And you have participated in that
docket, correct? |

A. Yes.

0. So if a gas-only utility in Ohio had
provided any information, you would be in a
position to be aware of that?

A. Yes, I believe all the documents were
made available to the public.

Q. And you had accessg to all those
documents, correct?

A, Yeg.
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Q. If you could now turn to the
documents that we have gent to you
electreonically that I think you were able to
make copies of.
A, Yes.

MR. SERIO: And for wvour counsel, I
don't know if Mr. Finnigan left you the two
documents.

MR. D'ASCENZC: He did not.

THE WITNESS: Rocce, are you by your

e-mail?

MR, D'ASCENZO: I am.

THE WITNESS: I'll forward this on to
vyou.

MR. D'ASCENZO: Great.

MR. SERIO: I'll identify them while
he's doing that. One of them is a document

entitled "Utility of the Future, Public
Utilities Commission of Ohio, Smart Metering
Workshop, December 13, 2007.7" That is an
ll-page document. I'd 1like to mark that as
Smith Depcosition BExhibit 1.

{Whereupon, Smith Exhibit 1 was

marked for identification.)
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Q. Mr. Smith, are you familiar with this

document?

A. Yes.

Q. What is8 your familiarity with this
exhibit?

A. I helped create and present the
material.

Q. 8o you're familiar with pretty much
everything that's in this document, correct?

A, Yes,

Q. When you presented it, this was
presented to the Public Utilities Commission
of Ohic in the Smart Metering Workshop in the
05-1500 docket, correct?

A. Correct.

Q. When you gave this presentation, it
was given as both gas and electric, or
electric only?

A. Both, gas and electric,.

Q. Under the "Visgion," where you talk
about intelligent devices, other than AMI or
AMR, for the gas side of the busginess, isg
there anything that you had in mind there?

A, No, not for the gas side of the
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business.

Q. Automated components and distribution
system. Again, other than AMI and AMR for the
gas side of the busginess, is there anything
that vou contemplated there?

A. No, not for automation.

0. When you talk about operational
efficiencies, those would be the efficiencies
that we discussed previously regarding meter
reading costs, correct?

A, Yeg,

Q. To the extent that yvou talk about
customer satisfaction, on the gas side,
gpecifically what are you referxring to?

A. It's general customer satisfaction,
s0o it would be arcund the meter read, billing,
reducing estimated bills, reducing the need to
access the customer's premise.

Q. Again, basically that discussion we
had previously regarding your testimony on
that, correct?

A. - Yes, correct.

Q. There's a diagram on page 2 right
next to where it says "Vision" and

"Definition.m For the gas side, it would be
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the lower right-hand corner of that document,
correct, that figure?

A. Yes, the residential sector.

Q. For regidential customers, vyou're
only talking about the line between the home
and where it says "Distribution Substation,™"
correct?

A. Well, ves, primarily.

Q. Because the other parts would be for
commercial or industrial customers, correct?

A, They would be. And one part that's
not gshowing on the diagram, I guess, is8 the

back office equipment and IT requirements.

0. S0 we're missing back office and IT?
A. Yes.
Q. Is anything else missing from that

diagram?

A. No.

Q. Then under your definition of Utility
of the Future, vou talk about increased
reliability, reduced outages, outage duration.
Is that with regards to electric or is that
with regards to natural gas?

A. Primarily for electric.

Q. When you talk about energy efficiency
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there, again, is that natural gas or is that

primarily electric?

AL

Q.

Primarily electric.

Page 3 of thig document, part of this

page says "20th Century Grid" and "21st

Century Grid"?

A.

Q.
company'
Future,

A.

Q.

Yes.

And the 21gst Century Grid is the
8 vigsicon using the Utility of the
correct?

Yes.

About halfway down, they're talking

about semiautomated restoration and

self-hea

electric

A.

Q.

ling. Is that referring to
ity or natural gas?
Electricity.

Cf the items that are listed under

21st Century Grid, would it be fair to say

that the

electric

majority of those are for the
side?

Yes.

Can you point to any cf those that
for a stand-alone gasg customer?
For a stand-alone gas customer?

Yes, just for the natural gas side of
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the business.

A. The decision support systems and
predictive reliability is probably the only
one I see there that would apply to
stand-alone gas.

0. And that would be, again, to the
extent that you'd be able to potentially
monitor meters for failure and be able to do
something proactively instead of doing random

checks, correct?

A. Correct.
Q. The other half of the page says
"Congider the following:" The first one ig,

"What would it cost to read meters daily?"
That was referenced more to the electric side
than the gas side, correct?

A, It is referenced to electric,
although it c¢coculd apply to gas.

Q. When you talk about real-time
pricing, again, that was intended for
electric, correct?

A, Yes.

Q. But it could be for gas if the
company ever decided to do pricing in that

manner?
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Q. On page 4, without going through
everything on this page, starting on the
left-hand side there, it says "Manual meter
reading." It talks about kWh reads. That's

referencing electric, correct?

95

A, Yes, that's correct.

Q. The next block under AMRs, again,
references kWh. That's electrice?

A. Yes .

Q. Under "Advanced Metering
Infrastructure," it talks about TOU, RTP, CPP.

Can you tell me what those are?

A. Yes. TOU is time of use pricing.

RTP is real-time pricing. And CPP is critical

peak pricing.

Q. And those, again, refer to electric
and not gas, correct?

A. Currently, yes.

Q. Demand response that's listed there
also refers to electric and not gas?

A. Currently, ves.

Q. Under the "Smart M=sters, " for
example, it talks about voltage readings,

current readings, detailed power outage data,
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do yvyou see those?

A, Yes.

Q. Those, again, would be electric and
not natural gas, correct?

A. Yes.

Q. Finally, under the digital grid for
Utility of the Future, it talks about phase
balancing, transformexr coptimization, outage
and GI8, those are all electric-related,

cortrtect?

A. Correct.

Q. Can you tell me what the GIS means
there?

A. Geographic Information System. It's
our asgset to mapping system, That would apply

to gas and electric.

Q. That's just how the company has its
mapping system, correct?

A. Exactly, how we map our assets.

Q. If you turn teo page 6 of this

document, at the top of the page, it says "The

Benefits of the Digital Grid - Operations."
b . Yes.
Q. Under "Direct Load Control," it talks

about peak shaving, decreased reserve
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generation, reduced emissions. Those are all
only for the electric side of the businesgs,
correct?

A. Yes.

Q. Under "Digtribution," for reduced
capacitor and sgubsgtation costs, VAR
management, voltage control, wvoltage
menitoring, again, those are ail for the
electrical side of the business and not the

gas gide, correct?

A. Yes.

Q. Can you tell me what VAR management
ig?

A. I'm sorry, I don't know the VAR

acronym, but it's reactive power management
and how we manage the flow of electrons on our
electric grid.

Q. It hag nothing to do with vegetation
control?

A, No.

0. Page 7, under Benefits of the Grid -

Customers, it says "Tariff Optionality.™

A, Yes.
0. "Enable time of use and/or critical
peak pricing rate offerings." Again, that's
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intended to apply to electric at this time,
correct?

A, Yes, currently for electric.
Q. Under "Energy Services Offerings,"
energy efficiency programs and energy savings,

that again is intended for electric?

A. Yes.
Q. Page 8 of this document,'"Concepts
evaluated in the SAIC and EPIC study." First,

can vou tell me what those two acronyms stand
for?

A I hope so0. SAIC is a consulting
organization, and I believe it may just be
SAIC. If it stands for something, they're a
technology consulting group. EPIC is an
Energy Policy Institute at the University of
San Diego.

Q. Who commissioned these two studies?

A, These two organizations. SAIC and
Epic commissioned the study using the
San Diegoc Gas & Electric system as their
model.

Q. Was that for the gas system only, gas
and electric only, or electric only?

A, Primarily the electric.
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1 Q. So where it says "reduction in peak

2 demand, " that was with regard to how it would
3 affect the electric side of the business?

4 A, Yes.

5 0. All those things listed under the
6 concepts there were designed to address

7 concepts under the electric gide of SDG&E's
8 system, correct?

g A. That's correct. This study, to my
10 knowledge, didn't look at any of the

11 operational benefits.

12 Q. And for the court reporter, SDG&E is
13 San Diego Gas & Electric, correct?

14 A. Yeg, that's correct.

15 Q. So when it identified the annual
1a societal benefits of $69.8 million, that's
17 what they estimated based on how it would

18 apply to the electric side of the business,
19 correct?

20 AL I believe sgo.

21 Q. Then it sgays "Discounted aver 20
22 vears and adjusted on a per-meter basis for
23 Duke Energy Ohio's size, 1t eqguates to

24 $355 million.™" Igs that per year?

25 A. Well, that would be over the 20
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years.

Q. Is that for Duke's electric side or a
combination?

A. That's for the electric.

Q. So there's neothing on this page that
would identify the benefits for the gas side
of Duke's business, correct?

A. Yes, that's correct.

Q. Then the box below that, ConEdisan,
that's a New York State electric company,
correct?

A, \Yes.

Q. So everything they have there 1ig,
again, for the electric side of their business
only. Tc the extent that you did a
comparative analysis, again, it was just for
Duke's electric gide, correct?

A, Yes, that's correct.

Q. Page 9 of this document, this 1is
where we got the 456,000 gas meters and

760,000 electric meters, correct?

A, Yes.

Q. I just wanted to identify that.

A. Okay.

Q. I think that's all I have for that

CAIN & CRANE CCURT REPORTERS
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document. The other document that we sent
out, I believe, is a six-page document. And
it's identified in the upper right-hand
corner, padge 1 of 6 through pages & of 6. It
igs an article titled "Designing the Utility of
the Future: Duke Energy Takes a Holistic View
of Distribution, by Steven M. Brown, editor in
chief .

A, Yes, and I only show four out of the
six pages.

Q. The last two pages seem to be
e-mailed stuff that really doesn't affect the
article itself.

A. I think my administrative assistant
left those two pages off.

Q. So basically we're talking about the
first four pages of the document.

A, Very good.

MR, D'ASCENZO: Mr. Smith, the e-mail
that you sent tc me does have all six pages.

MR. SERIO: You would agree with me,
Counsel, that the last two pages really don't
affect the article at all?

MR. D'ASCENZO: Yes, I would agree

with that.
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MR. S8SERIO: To make it easier on the
record, let's make this a four-page document
for the court reporter.
BY MR. SERIO:

Q. And the bottom of the fourth page
says "Utility Automation & Engineering T&D
December, 2007." Then it lists the author. I
gsee that as the end of the article. Would you
agree with me, Mr. Smith?

A. Yes.

Q. You're the same Mr. Smith that's
guoted in thieg article, correct?

A, I am.

0. Do you recall talking to the reporter
about this article?

A. Yes.

Q. The discussion that you had with the
reporter, again, focused on the Utility of the
Future on the electric side of the business,

correct?

A. Yes, that's correct.

Q. To the extent that the company --
let's see if I can find the paragraph -- I
think it would be on page 4 of 6. There's a

subheading that says "BPL not Dead Yet at Duke

CAIN & CRANE COURT REPORTERS
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1 Fnergy." Do you see that?

2 A. Yes.

3 Q. When you talk about a recent media
4 report, were you referring to an Electric

5 Utility Week article where it talked about

6 Duke moving away from BPL projects?

7 Al I believe that was the publication,
8 but I'm not positive, There were one or two
9 reports that came out, but yes, that's one of
10 them.

11 Q. So would you say, subject to check,
12 it's the September 17, 2007 Electric Utility
13 Week?

14 A. Yes.

15 Q. That article that I have in front of
16 me says Duke is moving away ffom BPL projects
17 to focus on other grid technology. What

18 vou're saying in this article, in Exhibit 2,
19 is that that is not necessgsarily accurate, and
20 that the company isn't totally abandoning the
21 BPL, but it's trying to still incorporate the
22 BPL, into the Utility of the Future, correct?
23 A. Yes, we're making that evaluation.
24 Q. And the company has not made that

25 decision vyet; is that correct?
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A, That's correct.
Q. Is there any kind of cost benefit

analysgis that's going into that decisicn

making?
A. Yea, there is.
Q. Is that part of the cost benefit

analysis that the company did regarding the
Utility of the Future in this proceeding?

A. Yes, although I don't believe that is
in the current cost benefit analysis.

Q. So if I go through the cost benefit
analysis, I won't see anything that references
the BPL system?

A, No, you won't.

Q. To the extent yvou say in the article
that the company 1is looking to leverage the
existing BPL assets, what you're trying to do
there is to use the BPL assets as part of the
Utility of the Future infrastructure, correct?

A. Yes, we're determining if it's
feasible.

Q. Is that for the gas side of the
business or the electric side of the business?

A. It would be for both.

Q. To the extent that the company has

CAIN & CRANE COURT REPORTERS
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deployed BPL assets technology to date, do you
know if that's been done for electric
customers or for gas custcmers? Do you have a
breakdown?

A. I think I do have a breakdown, and I
don't have it with me. I believe it's been
deploved to both type of accounts, where
there's electric and gas, and some electric
only.

Q. Do you know if Duke has any gas-only
customers, or is it your underetanding that
anybody that has natural gas is alsoc a Duke
electric customer?

A, No, we do have some gas-only
customers.

Q. Do vou kneow if any of those gas-only
customersg were included in the BPL that's been
put in place so far?

A. No, they wouldn't be. If we don't
have access to the electric infrastructure,
then we couldn't use the BPL technology.

Q. 80 to the extent that you still want
to use the BPL technology, it's really
contingent on the electric side of the

business and not the gas side, correct?
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A. Well, it's a hybrid. I guess this

goes back to how we would use the BPL. We
would likely use a fixed radio network to get
the meter read from the home. But then it may
tie in to the BPL system to bring the data
back to the head-in system. It would not go
directly to the gas-only customer.

THE CQURT REPORTER: I don't remember
marking this ag Exhibit 2. Would you like me
to do that now?

MR. SERIO: I'm gorry. I thought I
did indicate that the article igs four pages,
page 1 of 6 through 4 of 6. Mark that as
Smith Exhibit 2.

(Whereupon, Smith Exhibit 2 was
marked for identification.)

MR. SERICO: Mr. 8mith, that's all I
have for you.

Does the staff have any gquestions?

{There was no resgponse.)

MR. SERIO: Mr. Smith, I think your
counsel will inform you that you have the
cpportunity to review the transcript of the
depogition. If you have gqguestions about that,

he can answer those guestions. Otherwise, I
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appreciate your candor in making this
deposition go as quickly as it did. Thank you
very much.

THE WITNESS: Likewige.

MR. D'ASCENZO: Mr. Smith, as
counsel, I recommend that we review the
deposition. It's vour decision, though.

THE WITNESS: Yes, I think that would
be wise.

MR. D'ASCENZO: He will resad it then.

(The deposition wasg concluded at 11:32 a.m.)

(Signature reserved)
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SIGNATURE PAGE

IN RE: BEPFORE THE PUBLIC UTILITIES COMMISSION OF OHIO
DEPOSITION QF: MATTEEW W. SMITH

I, MATTHEW W. SMITH, do hereby certify that I have
read the foregoing deposition and that the foregoing

trangcript is a true and correct record of my testimony.

MATTHEW W. SMITH

Subscribed and sworn to before me this day

of , 2008

Notary Public

My ccmmigsion expires:
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AMENDMENT P AGE

PLEASE DO NOT WRITE WITHIN THE TRANSCRIPT ITSELF.

LIST ANY CORRECTIONS BY PAGE AND LINE NUMBER ON
THIS SHEET. IF ADDITIONAL PAGES ARE NECESSARY, PLEASE
FURNISH SAME AND ATTACH THEM TO TH1IS AMENDMENT PAGE.

YOU ARE ALLOWED 10 DAYS WITHIN WHICH TO COMPLETE
THE SIGNATURE PAGE AND AMENDMENT PAGE. AFTER COMPLETING
THESE PAGES, PLEASE RETURN THEM TO
CAIN & CRANE COURT REPORTERS, POST OFFICE BOX 23833,
CHARLOTTE, NC 28227.

IN RE: BEFORE THE PUBLIC UTILITIES COMMISSION CF OHIO
DEPOSITION OF: MATTHEW W. SMITH

I, MATTHEW W. SMITH, certify that I have read my
deposition, which was taken on 2/192/08, and request that
the following changes, if any, be made:

Page Line
Correction:

Page Line
Correction:

Page Line
Correction:

Page Line
Correction:

Page Line
Correction:

Page Line
Correction:

Page _ Line
Correction:

Page Line
Correction:

MATTHEW W. SMITH / / 08
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STATE OF NORTH CAROLINA ) CERTIFICATE OF TRANSCRIPT

COUNTY OF MECKLENBURG }

I, Coclleen J. Cain, Court Reporter and Notary
Public, in and for the aforesaild county and state, do
hereby certify that the foregecing pages are an accurate
transcript of the deposition of MATTHEW W. SMITH, which
was taken on behalf of the Ohio Consumers' Counsel by me
in machine shorthand and transcribed by computer-aided
transcription.

I certify that the deponent and parties did
not waive the signing of the deposition by the deponent.

I further certify that I am not financially
interested in the outcome of this action, a relative,
emplcyee, attorney or counsel of any of the parties, nor

am I a relative or employee of such attorney or counsel.

(ol Yol

Colleen J. Cain
Certified Shorthand Reporter
Notary Public No. 19932600068

CAIN & CRANE COURT REPORTERS
704/545-3510



L00T ‘€| 48quia0s(
doysyiopn buslay Hews

01 490 ALITILn




z ﬁ._.w.uw.“_%n 3UNLNG IHL L0 ALUTILA
‘g|qissod Jue)xa 1s9]|n} 8} 0} Aousioye
‘ABisus pusixa pue ‘sjeusq Jowoisnd
JoAljap ‘ucielnp abeno pue sabejno aonpail
‘Aljigeljal 8sealoul ‘eouewiiopad wWa)ysAs
az|wndo o} saoe|d ybu sy 61 awin ybu
oy] e uoneunojul )ybu ayl apiaoid o) wayshs
Aaaiap seb pue 211098 Ino 0} Juswsaosdull
anisuaya.dwiod e si ainn4 ayy Jo AN

uopuyeq

"UOIJOBISNES JoWo)Sn)

pue saioualys jeucnelado paaoidwi

10} YJomiau 8y} Buibelaaal pue wWasks
uonngusip ay} Jo sjusuodwos bunewojne
‘wolshs seb pue Jamod Ino ssoloe pajndgLisip
sa21Aap Jusbij[s)ul Wwouy uonewlolUl Butnieos!
pue BuLisAijap Jo s|qeded anoniselu
payIomiau e Buneain Ag yiomisu

uonnquisip seb pue pub jamod 2108|8

no JO uoiessdo 8y} WoJSUe] 0} S UOISIA INQ

UoISIA

g oAlleniu] ainnd sy} jo Ajnn s.Abisu3 axng



im..a:
o3ng

L 3YNLnd IHL 40 ALETILN

awosuapIng
Alaa yojuo Buiuing jo uonnoexg —

¢ pausligelsa oq sue|d juswAedald pjnon <«
1SIX@ 1,USB0P 2INJoNiSBLU| —
ajgissodwl aie SUOHEIUNWILIOD BLoy | ~

SJUSLWaIOUI 9|dnNW peas ueo Jey) sisjew
aney pue jeubis aaud e puss 0] pasN —

¢Jn290 Buud awn-jeal ue) <
S9[OIUBA Uum ad.0piom Jabie yonpy —
¢Rep
SSAUISN] sWes 3yl wyim (pajeulws)
10) pajeAnoe aq aolIAas pinoy «

slapea) pue SajoiyaA
yum paddinba ‘saiopiom Jebief yonpyy —

cAllep sis1ow peal 01 1809 1l PINOM JBYAA ~
:Buimoyjoy ayj Jepisuor)

S9210UD JoWOIshD Augp

S3010Y9D JSI0ISND Mo

sjeubis aoud s|ge|ieAe Ajind

uoieULIoU 3oud pajwi

SWwaIsAs j0U0D BAISEAIDH

SMO}] 1amod JSAD [O3LUOD pajlll]

Aynoenal sanoipaid
‘sweysAs poddns uorsioe(]

auoyd pue aspILILIOD
Aq suoisioap Acusbiewig

Al@jowal Juawdinba JoJUuop

suonsadsul Juswdinba jenuey

Buipue|s pue uonoajoid aandepy

SINoXoe|] PUB SBIN|iE} 0} BUOId

Bujesy-jes ‘Ajeniusas
‘pPUB UOHRI0)S3I PAJBWIOINE-LISS

uonelolsal [enuepy

Buliojuow-yss

N—UC_—ma

noyBnody} sIosUSs pue SIONUOH

SIO0SUDS MBS 4

ABojodol ylomiaN

ABojodoy jeipey

uolelsusb
panquIsIp S9IEPOWILLOIDY

uoljelausb pazijenuas Joy} Jing

SUOIJEDIUNLUWOD Aem-om ]

(Aue J1) suonelunuWIWod Aem-auQ

:
i
|

—

lexbiQ
bl Aijtisg 1z

¥

[ESIUBUDSWIONDD]T |

piig Alfjueg M4

ABojouyos | yim uoisip pus [enbig ayj buinsiydy



b @hm.-m.:mﬂ

ayng

S R A e VAT
5 D

5

-
O
'
=

O
N

(@)
=
-

O
o

o Jdnind 3HL 20 ALITIEN

 SUONN|OS [9A8] JBMO] 1B 3]gensiyoe
).Uaie jey) syjsuaq pajelajesoe sepiaold
21nin4 8y} Jo ANN U} SpIemo) BuInojy

sposu ainn) pue Jua1ino bupssw
Jo a|gedeo ainjonJisesul ul BunjssAaul
salinbal sjjeuaq uusl-buo| buiziwixepy -

:

Ptk
E T
3 :
b ol A T L
; e , T
B o S o e AR L S ZRN
il
5
."
g 4
o
5
; . te
i 1 Fon i AT [ e

piemiod Y :ainin4 auj jo Ajljnn



JEntnd IHL 40 ALiTiLlN

umouyun st JNy Bunuswaidwi Jaye uoisia pub [e)bip sy} pjIng 0} JUSWISBAU [BJUSWIBIOU] —
“suondo a1mny seonpal ABojouyoe) Aieyaudoly —
S]S0O pue S]osse papuells —

90U82s9]0sg) [eaibojouyos |

spaaN ainin4 Joj Buipjing :@ining au} jo Ajjnn




*ABbiouz o
ayng

huiun}-aul) WajsAs
paoueRyua Jusiisbeurw J9sse 8}einooe alow :Buuloyiuow sbejjon
snonunuod pue ‘[ouo2 abejjon wayshs uawsbeuew YyA

suonesadQ - puo |eybig ay} Jo syjauag 8yl




W
.
*

*Abiouzg &
ayng

o 3¥NINd IHL 40 ALITILN

sjuswanoduwl

Anenb Jamod Jepaq pue ojqeljal aiow ‘Ayfenb samod pasealoul
'Spea) Jajelll PejewISe pue sanss| sssode Jejaul jo uoeuy 9IRS

Gl

R
sl

il

sbuuieyo
a1e. Buioud yead [eoijuo Jo/pue asn Jo sl s|geus |(82ssWwo)s) fyjeuondo
Sg2UBIUBALOY JuswAed [euonippe pue swelboid pazjenpiaipur :
‘(sueyd piedasd “6'8) sueid ajel o) Jswoysno sy ul oseaiou HHeL

b S E @..w.h.. 7 .ﬁu yoid aig
- immms. A

IRIATE

3

L

v...'ﬁn

siswoisn - puo [eubig auj Jo sjysusg oyl




ayng

@hm..@:m%m ~ . 3¥NLnd IHL 40 ALITILN

[P ayenam

ABrouz ayng Aq psgnuenb joy THEEED ENR T LAY AR ABleug ayng Aq peynueny :puaba

asealour uoneiosidap e wolf Aynn sy aog sbuines xey  ®
1onposd jeucibal ssoib pasealowr pue uoneaio qop =

‘s10]SeSIp ‘Eemc\wxom%m
. WIS LS 0] 9auela[0] pue Aynaas ‘uonezin Ayoeded ssybiy
0} sajenbse )t ‘azis s OO Ableus pur S82un0sal uonelaush pangiisIp Jo uonelbajur pesealou;
an( 1o} siseq Jajsu-jed e pue ‘suofdnieu/sabeno
onjea Jussaid Jeak-Qz o) paysnipy < |  paaso pue ‘Auiqeqoid jnoyoelq 100 uolisebuod ui uojonpay ™

i 7 [ ——— —

ey Ly

WN1L9Z$ (Ad 1A-GL)siyeuaq [e1ernog « SISWIOISHD BUE 38800 B0 pagesio; o
TR i T FA 141_1, bt :n_:wu._n.ﬂ 1= L A ~
BUNIL [y IO MON — UOSIPIUOD L EEDOE BRSSP EE T
ST S PRI B B | "
WINGSES 0) | ‘puewsap ye

sajenba } ‘azis s .01y ABiaug ayn( uonezinn jasse pasealoul Aq pauleb sjjouaq jejuswiuolaug =

lo] siseq Jejaw-Jad e uo pajsnipe ‘sjesse plib jo asn paziwndo pue sywi|
pue SIesf-(7 JOAO PajuNoIsIq - ubisep Jajybn 0} onp AousIolyjo JUSLWISSAUI [E)IdRD pasealdu] ™

WING 69 :S)yeusg [E10I90G [enuly ~ ‘moy Jomod panoidi 0} anp JustuaAcidull

Aioedes pue Aigejieae waisAs pue ‘Ayjigeljel ‘Ajenb jamod =
(weysAs 3390S) Jld3 40} Apnis DIY'S ‘puewop yeod U oponpoy

S[eldueui] aApeiedwio)  ApPNIS Jidd ' JIVS 93 Ul psjen|eas sjdsouo)

|E}SI00S - PLIO [eNbIg 8y} jo sjjsusg syl



mzjwjmurﬁmomtq:j

" -oBesn ABisus sdeys 0} paisalep oq ues
wiosAs oy wouy pasayied uonewloyul ABisua ataum jepod auljuo UB 0} PajoauUoD aq M SISWOo)SN)
"SWB)SAS uonelbalul 2010 MoBg PUB YIOMIBU S} 0] PAIDSLUOD g OS[E ||IM S}8SSE UonNguUIsIg

“Iejn||a2 jenbip pue ssejpam paysal Ylog ‘swiasAs
uonesiunwWiLo Yim Buoje (21109]3 pue seo)) sisjaiu ainbyuod |m juswioldsp peuupul) ay

HO ‘Reuuul)

sieah (z :819An) 8y 198l0id «
uoiNl (0£9) — (6$) :AdN~
082$ - 092$ 4e1e Jad 1509 <«
UOIIA LYE — 91.€$ 180D [BI0L <
aulj ybrens Ieah G :JN0Jj0Y <«
S19J9N OU199[F 000'09. —
SIS)o SED 000'9Sy -
000°912'1 SISIBA JO JOqUINN

~ MBIAIBAQ 01y - ABIsu3 eyng

oIy - Abisug ayng



0l

“ABsoug . " -
ayng _ ; JunNind 3dHi 40 AL1THIAN

9A|OAS JOIABYSQ Jowolsnd pue swiajsAs Ajjin jpun pazijes.
aq Jou Aew juswdinba sy Jo siyeuaq pue Ayjeuoiouny N4 —
ABojouyoa) Ul JususaAul
salinbai sjljauaq [e18100s pue Jawoisnd ‘[euonesado Buirsiyoy

aAneniu] ainind ayy jo Aln s, Abssug axng



Ll

Jsuonssnp

g !
T

e

i TNE T - ST MO L,

T 3dNLingd dHL 40 ALITILNn




+* Util?y Antomation & Engineering T&D - Designing the Utility of the Future: Duke Ener... Page | of 6

W Letinet :
. iHuni

| suescrise @ e-newsletter SEARCH

Gauntlet

Click Here...

L,

Current Issue I Web Exclusives I Featured Taplcs | Resource Center | Events { Buyers Guides | Subscribe I Advertise | Classifieds

Utility Automation & Engineering T&D

s pokvARK o . & | 5} Add RSS Feed G aveThis

G EMaL THIS
Designing the Utility of the Future: @ =R  /iczt peak

Duke Energy Takes a Holistic View of G5 MOST POPULAR ;m;’f };
Distribution '
By Steven M. Brown, editor in chief

A number of utilities are beginning to take what might best be termed a “holistic” approach
to distributicn system improvement. Rather than piecemeal, siloed projects focusing on one
spacific area—like advanced metering, distribution automation or substation automation—
these utilities are undertaking broader visions. They're looking at how technology
implementations In one part of the distribution system can interact with and work toward the
betterment of enhancements in other parts of the distribution system and the powear system

as a whole.

EXHIBIT

_ L

Sm W aace

FEHMDM1.5

Kansas City Power & Light is a prime example of this phitosophy of holistic system

http://vaslp.pennnet.com/articles/article_display.cfm?ARTICLE _ID=313908&p=224&secti... 2/19/2008
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*

enhancement with its "Comprehensive Energy Plan” (reported on in the September 2007
issue of this magazine; see “[ssue Archives” at www.utility-automation.com). KCP&L's o
Comprehensive Energy Plan was designed to meet the growing need for energy in the KCP&L
service area. The plan includes proposals for new coal-fired and wind-fueled generation,
investment in demand response programs, and six projects related to distribution
automation. Also following this “holistic” approach to system improvement, two major Texas
utilities, CenterPoint Energy Housten Electric and Oncor (formerly TXU Electric Delivery), are
putting in broadband over powerline networks that promise to power a host of intelligent
distribution system apptications, including advanced metering, distribution autecmation and
outage restoration.

Add to the list of utilities taking broad appreaches to distribution system improvement Duke
Energy with its “Utility of the Future” project.

Duke’s Utility of the Future initiative spans the entire distribution system and encompasses
advanced metering, distribution automation, substation automation and even the integration 1
of small-scale distributed generation. Duke is in the early stages of this initiative, which will
culminate in a five- to seven-year buiid-out across the company’s service territory at a cost
of just under a billion dollars.

Duke Energy has a service territory of approximately 47,000 square miles and delivers
electric power to nearly 4 million customers in the Carolinas, Ohio, Kentucky and Indiana.
The company delivers power to those customers over a network that consists of 20,000 miles
of transmission lines and 106,000 miles of distribution lines. The primary focus of Duke’s
Utility of the Future initiative is to build & networked infrastructure of intelligent devices on
those 106,000 miles of distribution lines.

i
1
P
L
E;

“What we envision is ccmbining our new and existing power delivery assets—meters,
capacitors, line sensors, substations, everything that's on our distribution grid--and eoluhons fo
connecting those with sensing, monitoring and communication devices, creating a network to gas elocl
retrieve information from and deliver information to those assets,” said Matt Smith, Duke’s = ,‘;\ e
director of technology development. Smith also serves as director of the Utitity of the Future anidHeer
initiative.

“For our end state, we envision a network cf devices interacting te increase system
efficiency, both for us and for our customers,” he said.

Unlike much of the current wave of “smart grid” programs, Duke’'s Utility of the Future plan
doesn’t necessarily have the customer meter as its focal point. While advanced metering is
an integral part of the Utility of the Future ptan and several of the pilot programs associated
with it, Smith said Duke is looking at the meter as one of many endpoints that can serve as a
source of distribution system information. ’

htip://uaelp.pennmet.convarticles/article display ¢fm?ARTICLE_ID=313908&p=22&secti... 2/19/2008
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“1t's just like we ook at our own company’s internal computer network,” Smith said. “Every
computer or printer on the network is an endpoint. They all serve different purposas, but one
doesn't necessarily provide information that’s more important than another.”

Smith does acknowledge that smart meters will provide Duke Energy with important
information about how the utility's customers use energy. Pushing energy efficiency
initiatives out to customers—something Smith refers to as "universal access to energy
efficiency”—is one of the main goals of the Utility of the Future effort. Smith said that,
currently, the meter provides the best interface between Duke Energy and its customers,
but, in the future, this interface could move either closer to the utility or closer to the
customer. "It may be devices in the home that we interact with,” he said. “Or it may move
further into our system. A wireless communication device may sit at the transformer and
communicate inside the home without going through the meter.

“We're pursuing a concept that would be a sort of dashboard in the home where the
customer would have direct access to information about their usage and what's happening an
their side of the meter,” Smith said.

He noted that the information Duke currently provides its electric customers is identical to
the type of information most electric utiiities provide; a rearward view of how much energy a
customer has used on a monthly basis for the past year. But, taking a retrospective ook at
energy usage does little to empower consumers to manage their usage in the here and now.

“What we want to do is increase the amount of information, give them more granular insight,
whether it's on an hourly basis or every 15 minutes, some increment where they can see
with more ciarity what's happening (with their energy usage),” Smith said. He added that he
would like to see this energy usage data driven down to the device level so customers can
see, for instance, what their top five energy consuming devices are. He also wants to be able
to deliver this information in near-real-time, as opposed to the current method of providing

" historical information.

*Qur focus is not just the 'smart grid’ but how we enable our customers to participate in
energy efficiency.”

Besides promoting energy efficiency, Smith said Duke may also be able to offer such
metering-related programs as prepaid metering and remote connect/disconnect to customers
in the future, (See pages 40-44 of this issue for more information on remote
connect/disconnact programs.) He atso noted that power reliability, power quality and outage
restoration are other areas that will benefit from the Utility of the Future projects related to
metering.

Moving back onto the Duke sysiem from the customer meter, the Wtility of the Future
program will also include such distribution automation functionality as line secticnalizing so
Duke is better able to isclate faults on its system and improve power reliability. Substation
automation and communication with intelligent devices inside the substation also fall under
the Utility of the Future umbrella.

*As we add new substations or upgrade existing substations, we're making sure we put in
devices that are capable of connecting to a network, that they have standard interfaces, like
an Ethernet-type cennection. And we're focusing on interfacing with the right communication
systems.”

Therein lies one of the main challenges Smith believes Duke will encounter as they move
forward with the Utility of the Future initiative: technojogy selection.

“We're looking for the best combination of technologies,” Smith said. "We don't think one
technology will work across all our territories. We believe we’li need a combination of both
communications and endpoint technologies. We're not seeing one vendor who can come in
and meet all our needs from the substation to the customer home in every service territory.
Qur challenge isn't se much finding technology that works as it is finding the right
combination of technologies that will work.”
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Smith noted that the proprietary nature of many vendor offerings also pose a problem. Open
standards, Smith says, are crucial to Duke’s vision.

"Our number one obstacle is interoperability of devices, without a doubf. What we see in the
vendor community are jsolated products. They generally offer a product that will work across
our system but not across other vendors.”

Currently, Smith said Duke is in the process of determining exactly what communication and
endpeoint technologies they need in place to arrive at the Utility of the Future. He said this
technology evaluation will continue through the second quarter of 2008. Starting at the end
of 2008, Duke should be ready to make decisions on exactly how they will deploy this new
techneology. After that, Smith envisions a five- to seven-year build-out across Duke's service
territories, with the bulik of the build-out coming in years one through five.

Smith said Duke’s capital plan over the next five years for the Utility of the Future initiative is
estimated at $975 milllon.

BPL not Dead Yet at Duke Energy

Matt Smith, Duke Energy’s director of technology development and director of the company’s
Utillty of the Future initiative, says a recent medla report that the utility is abandoning efforts
in broadband over powerline (BPL) communications technology isn't entirely accurate. He
said BPL as a communications medium, though not without its shertcomings, is still in the
mix as the company locks to build a broad network of intelligent devices throughout its
distribution system.

Duke energy currently has broadband over powerline techneology deployed in Cincinnati,
Ohio, and Chariotte, N.C.

“We're finding that-the technology {(BPL) is efficient in delivering information {in the form of
broadband Internet access) to the home, We've had positive response from customers,”
Smith said. "On the utliity side of the meter, we're finding that the equipment is fairly
expensive at this point and that we need more of it than we anticipated.”

Smith said that in the early stages of Duke's evaluation of BPL, there was an assumption that
BPL couplers could be placed at every other transformer or every other customer drop. (A
coupler is a device that aliows data on power lines to bypasses the transformer to ensure
optima! strength of the BPL signal.) "We're finding we need more BPL equipment than we
had anticipated, and so the cost-benefit has been challenging,” he said.

Smith said that rather than abandoning BPL, Duke will look to leverage existing BPL. assets to
interface with the intalligent devices the company s installing as part of its Utility of the
Future effort. While he said Duke is not currently installing new BPL ecuipment to further the
Utility of the Future project, the company is trying to determine whether there is a cost-
effective way to use the BPL assets aiready in place to form at least part of the
communications network that will interface with intelligent devices such as meters,
transformers, line sensors and equipment within substations,
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