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document to what we've been talking

about only it has a page 19 to it.
MR. KUTIK: Ckay. Let's go off
the record.

(Discussion had off the record.)

(Thereupon, Deposition

Exhibit-4 was marked for

purposesg ¢f identification.)

MR. KUTIK: Let’s go back on the
record. |

Off the record we marked as
Deposition Exhibit 4, ORC interrogatory
lath Set, question number 517, the
response to that which is a little over
one page, along with an attachment which
starts with a page that begins Dominion,
It All Starts Here and ending at a page
that has the number 1% which is entitled
the 19th page, financial summary with
levered info.

Q. And, Mr. Armstrong, if vou
could turn to that page 19, which is

labeled financial summary with levered

]
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1 information, infc, do ydu see that?

3 2 A, Yes.
3 Q. And is this document - -
4 essentially is it the same document we
5 were looking at previcusly except for
6 the one change being the page 19?
7 A. No.
8 Q. There are other differences,
9 sir?
10 MR. KUTIK: Well, I think the
11 problem when you said this document,
12 what we’re referring to, so maybe you
13 need to rephrase your guestion,.
14 Q. ©Okay. What I'm referring to
15 is the attachment to the document that
16 was marked Deposition Exhibit Nuwmber 4
17 and 1t starts with Dominion, It All
18 Starts Here, and it has the picture of
19 the gas meter dials on it, do you see
20 that?
21 A. Yes.
22 Q. And as you go through, the
23 pages are -- the first page is the
24 business case team, your team and the
25 adhoc members, page 2 through 1%. And
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what I'm asking is is if you know are
pages 1 through 18 the same as the
document we had been locking at before?

A. Yes, they are.

Q. Okay. And page 19 is this
-- was this document, as you have it
now, Depositicon Exhibit Number 4, the
attachment, is this the document that
was presented to the steering committee?

A, No.

Q. Okay. Was it what had been
marked Deposition Exhibit 2, is that the
document that the steering committee
received?

A. Yes.

Q. So the steering committee
never saw the levered finanéial summary
information?

A. The document that’s listed as
Exhibit 2 was the document that was
presented to the steering committee back
in March of 2006.

Q. Okay. And what is what has
been marked to the attachment to

Deposition Exhibit Number 4, what is
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1 this document?
2 A. It's the same scenarios but
3 instead of unlevered analysisas for
4 internal rate of return and net present
5 value, it is the levered analysis.
6 Q. If I look at page 9, those
7 analyses are all still done on the
8 unlevered IRR, unlevered NPV, correct?
9 MR. KUTIK: We're looking again
10 at Exhibit 4.
1 MR. SAUER: Yes. Attachment to
12 Deposition Exhibit Number 4.
13 Q. Page 9 of that document
14 8till has the unlevered?
15 A. Correct.
16 Q. And if you go to page 19,
17 it’s the financial summary with levered
i8 information?
19 A. <Correct.
20 Q. And when was that page 19,
21 when was that prepared?
22 A . I'm not sure.
23 Q. Did your team prepare that,
24 that page?
25 A. No. Well, let me correct
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that, an individual on my team prepared

that.

Q. Okay. And who would have
that individual been?

A. Abby Corbin.

Q. And do you know why that
document was prepared?

A The document was prepared to
take a look at the scenarios from a
different perspective, that being the
levered internal rate of return and
levered net present value.

0. How was this document used
by your team? |

MR. KUTIK: Objection. Agsumes
it was used by the team.

A, Could you rephrase the
guestion please?

Q. Did your team use the
results of the financial summary with
levered information?

A. We were made aware of it.

Q. What dq YyOU mean you were
made aware of it?

A, Whenever in this case the

- 1.800.694. . f
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1 team member ran these numbers, it was

2 communicated to the team.

3 Q. And then this information was
4 not shared with the steering committee,
5 is that what you said?

6 A. Thisg information for the

7 levered IRR and the levered NPV was

8 used, again, by our team for, again,

9 this specific scenario and the specific
10 financial analysis to compare the

11 alternatives.

12 Q. Was this document provided to
13 the steering committee?

14 MR. KUTIK: Objection. Asked and
15 answered.

16 A. Yes. This document was

17 presented or was communicated to the

18 steering committee.

19 Q. Did the steering committee

20 ask for this information?

21 A. I am not sure how the

22 request for this information originated.
23 Q. And can you explain what

24 levered means - -
25 A. Yes.
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Q. -- in terms of the levered

IRR analysis?

A, Yes.
Q. What does that mean, sir?
A. The various Dominion business

uniﬁs have different capital structures.
Those capital structures have an effect
cn the internal rate of return
calculation and the net present value
calculation. The levered scenarios take
into account the specific business
unit’s financial structure in-the
calculation,

Q. So is the only difference
between the levered and the unlevered
calculation is the capital structure of
the Dominion entity involved in the
analysis?

A Yes.

Q. And 1if I jJust focus on the
levered NPV for the full deploymeht
three-year installation, it went from in
the previous analysis from a negative

lavered NPV to a fairly significant

positive NPV, is8 that all attributable

THE LITIGATION SUPPORT COMPANY  Akrom: One Cascade Plaza, Suite 150, Akron, Ohic 44308 - 330.253.8119

L]
(G Cefaratti Group oo, o

Court Reporting = Video Conferanicing - Legat Video Production + Invastigations
Claims Services - Process Service + Record Retrieval = Document Management » Trial Graphics

Lif



http://wwWxefgfoup.com

158

1 to the fact that the study wasg done

2 using Dominion EBast Ohio capital

3 structure?

4 MR. KUTIK: Objection. I think

5 you misspoke. You talked about the

6 previous analysis having a levered NPV,
7 MR. SAUER: No. The previous

8 analysis on page 9 18 what I was

9 referring to was the net present value
10 9.4, 15 years had a negative NPV of

11 868,000,

12 MR. KUTIK: I know what it says,
13 put what you said in your guestion was
14 that you said that the - -

15 MR. SAUER: Oh, I‘m sorry.

16 MR. KUTIK: -- prior analysis had
17 a levered NPV, so why don't you c¢lean

18 up yYyour guestion?

19 Q. Yes. What I was trying to
20 compare the results on page 9, the

21 unlevered NPV had a negative NPV value
22 in the full deployment three- vyear
23 installation and it becomes a positive 9
24 million in the full deployment

25 three-year installation under the

.
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levered NPV, do you see that?

A. Yes.

Q. And that change in the
outcome of that NPV analysis for that
scenario is fully attributable to using
Dominion East Ohio capital structure?

A, Yes.

Q. And what was used on the
unlevered NPV is, what, the Dominion
parent capital structure?

A. What was used on the
unlevered, I believe based ~-- and
there’s discounts, capital structure, so
that the business unit investment
ocpportunities can be compared excluding
any particular business unit’s capital
structure.

Q. And 1f we lock at the
levered IRR column, again, that is as
it's stated in percentages and can you
explain how the team interpreted the
levered IRR values that appear in that
sixth column?

A. BAgain, the team would look

at that specific financial measure,

-
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1 levered IRR, and use those percentages
f; 2 to compare the deployment scenarios that
| 3 are on in this case page 19 of Exhibit

4 4.

5 Q. And the best scenario or the

6 most desirable scenario under the

7 levered IRR would have been the inside

8 meter A - 3 year imstallation, is that

9 correct?

10 A. For the levered internal rate

11 of return calculation, the inside meter

12 aggressive three-year installation had

13 the highest internal rate of return

14 percentage.

15 Q. And the higher the rate of

16 return percentage, the more desirable

17 the project?

18 A. The higher rate of return

19 for a levered -- or internal rate of

20 return analysis would indicate the best

21 financial scenario.

22 "' Q. And which one under the

23 levered IRR column shows the worst

24 internal rate of return?

25 A. The lowest levered internal

. .
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rate of return on page 19, Exhibit 4 is
the full year deplcocyment three-year
installation.

Q. And if we look at the
levered net present value column, again,
how did the team evaluate the values
that appear in that seventh column?

A. The team, again, for the
levered NPV financial metric, compared
the resultant NPV to compare the
financial results of the five scenarios.

Q. And if yvyou were to rank the
scenarios based on the levered NPV
outcomes on this page 19, which one had
the worst net present value calculation?

A, Full deployment three-year
installation had the lowest levered NPV.

Q. And for purposea of DEO'’s=s
internal decision making when it
conducts a businegs case, doeg DEO rely
more heavily on the levered or unlevered
analysis?

MR. KUTIK: Objection. It
assumes it relies on one over the other.

A, Senior management relies - -

L]
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1 takes both into consideration.
2 Q. If we look at pages 16 and
3 17 in the -attachment to what was marked
4 Deposition Exhibit Number 4, there are
5 on page 16 it says, cost assumptions
6 range, inside meter scenario, three year
7 installation, do you see that?
8 A, Yes.
9 Q. And do these results reflect
10 levered or unlevered analysis?
1 A. I'm looking back to be
12 absolutely sure. Unlevered.
13 Q. Unlevered. Does that go -~-
14 is that the same for Page 17, cost
15 assumptions range scenario three-year
16 installation?
17 A, Yes.
18 Q. So these are both unlevered.
19 When the financial summary reflected on
20 page 19 was developed, were there
21 similar charts that were prepared on a
22 levered basis as you see on 16 and 177
23 A. No.
24 Q. And of the five scenarios
25 that we’ve been talking about here, on
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either page 2 or page 19, they are the

same scenarios, are they not?

A. Same scenarios. Yes.

Q. Of those five that are
listed there, which one is most closely_
aligned with the company“‘s current
depleocyment proposal?

MR. KUTIK: - Objection.

A, Can you rephrase the
gquestion?

Q. Yes. What is the current --

the company’s current deployment

proposal?

A, The company'’'s current
deployment proposal is a full deployment
five-year installation.

Q. And is it most clocsely
aligned with the full deployment
three-year installation that’s shown on
page 9 or 197

MR. KUTIK: Objection.

A. Can you be more gpecific?

Q. Are the assumptions in the
full deployment five-year installation

more consistent with a full deployment

H ' 594.4787 « f
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1 three year or a partial three-year
2 deployment?
3 A. Well, as previously
i 4 mentioned, we did not do a business case
5 on the five-year deployment.
6 Q. I'm not asking if you did a
7 business case. I‘'m just asking you of
8 the five scenarios that you did a
9 business case on, which of those five
10 scenarios is more consistent or -- the
‘ 11 assumptions of those five scenariocs,
12 which of those is8 most consgsistent with
[ 13 the assumpticons in your -- in the
(i 14 company’'s proposed five-year deployment?
\ 15 MR. KUTIK: Objection.
16 A Could you rephrase the
| 17 guestion please? |
18 Q. The company is currently
19 proposing a deployment -- an AMR
20 deployment, a full deployment over five
21 years, correct?
22 A. Correct.
23 Q. And are the assumptions in
24 that proposal more ceonsistent with the
25 assumptions that yvou would £ind on the

-
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scenarios on page 19 looking at eitherxr a

full deployment or a partial deployment?

A. Can you be more specific on
assumptions?

Q. All right. The company 1is
currently proposing a five-year
deployment, between the full deployment
three year and the full deployment five
year, is the only difference between
those two scenarios, the fact that in
the five-year deployment you’re using
company labor?

MR. KUTIK: And I assume you‘re
also going to allow him to alse conclude
that or include that one of the other
differences is there’s a three-year
deployment versus a five-year
deployment, is that part of your
guestion too?

MR. SAUER: That’s been in my
gquestion from the beginning I think.

MR. KUTIK: Well, that’s the
problem, we don’t understand your
question, at least I haven’'t and I’'m

sure that*s the witness'’'s problem.

¢
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Q. The company has chosen a

deployment scenario that is five years
in length, correct?

A, Correct.

Q. Your business case scenarios
are all three years in length, correct?

A, Correct.

Q. Of the three-vyear gcenarios,
which one of those most closely aligns
with the assumptions that are in your
company‘s five-year proposal?

MR. KUTIK: Objection.

A. Could you please rephrase so
I can get at what you’re asking?

Q. How do the assumptions differ
between the company'’s current five-vear
proposal and the inside meters network

three-year installation at the bottom of

page 197
A. The company'’s five-year
proposal assumes Itron technology. The

inside meters network three-year
installation that you just referred to
assumes Hexagram technology. The

cempany'’'s five-year deployment proposal

L3
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assumes full deployment of AMR

technology acrossg the entire Dominion
East Ohio customer base. The inside
meter network three-year installation
scenario that you referenced is a
partial deployment comprised of the
inside meters plus 111,000 cutside
meters, those being on routes where
there’'s 50 percent or more inside
meters.

The company’s five-year proposal,
deployment proposal involves using
company labor to execute the deploymenﬁ.
The inside meters network three-year
installation that you referred to
assumes contractor laborlto do the
deployment.

Q. So there's fairly substantial
differences in the assumptions between
the current five-year proposal and thé
inside meters network three-year
installation proposal, correct?

MR . KUTIK: bbjection.

a. Be more specific, excuse me,

specific?
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1 Q. I think you were pretty
2 specific¢c when you listed all the
3 differences in assumptions, correct?
4 A. Yes.
5 Q. Okay. Now, if I move up to
6 the full deployment three-year
7 installation and compared that scenario
8 with the company‘’s current five-vear
9 installation propesgal, what are the
10 differences in assumptions there?
11 A. The company’'s five-year
12 deployment s8c¢cenario assumes a deployment
13 ocver five years, assuming Itron
14 technology with the installation done by
15 company rescurces, company labor. The
16 full deployment three-year installation
17 scenario on in this case Exhibit 4, page
18 9, assumes a three-year deployment, full
19 deployment, same ag the company’s
20 proposal in terms of full deployment and
21 assuming Itron technology alsc, and
22 assuming contractor labor for the
23 deployment.
24 Q. So really the only
25 differences between the three-year

L 4
L4787 » .
G Cefaratti Group ieesmmmatomen, s umsne

THE LITIGATION SUPPORT COMPANY Akron: One Cascade Plaza, Suite 150, Akran, Ghic 44308 « 330.253.8119

Court Reporting * Video Conferencing = Legal Video Production « Investigations
Claims Services « Process Sarvice « Record Ratrieval » Document Managemant + Trial Graphics


http://www.cefgroup.CDm

—

Q@ @ 0 ~N OO W N

T T T G T b T . R S N e T T T Ty
;s WK = 0O W o~ O AW N =

169
installation scenario on page 19 and the

company'’'s current five-year proposal is
the ugse in the five-year proposal of
company labor and in the full deployment
three-year scenario the use of
contractor.labor, is that really the
only difference?

MR. KUTIK: Objection. And the
difference in terms. Mischaracterizes.

MR. SAUER: That’'s right. That'’s
right.

0. And they are the plans that
the company has outlined here, a
three-year installation and a five-year
installation.

MR. KUTIK: So what's vyour
guestion?

Q. The only difference between
those two scenarios is the use of
company labor versus contract labor, is
that correct?

MR. KUTIK: : No. As this
witness has testified the other
difference is the three to five-year

difference. And he has testified about

*
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1 that.
2 Q. BAll of the scenarios on page
3 19 are three-year terms, correct?
4 A . If you're referring to page
5 19 of Exhibit 4, they are all three-year
6 scenarios.
7 Q. Yes. Do any of those more
8 closely align themselves with the
9 company‘s current five-year proposal
10 than the full deployment three-year
11 installation?
12 A. Could you be - - please be
13 more specific?

: 14 Q. The assumptions that are

15 included in the full deployment
16 three-year installation, are those
17 assumptions most closely aligned to the
18 company’s current five-year proposal
19 than any of the other three-year
20 scenarios on page 197
21 A, Well, on page 19 the full
22 deployment three-year installation by
23 the implicit nature of the wording, is8 a
24 full deployment. The company’s proposal
25 is for a full deployment. On page 19

THE LITIGATION SUPPORT COMPANY  Akren: One Cascade Plaza, Suite 150, Akron, Ohia 44308 - 130.253.8119

] .
‘ 00.694.4787 « www.cafgroup.co
G cefa rattl Grou p ;i:veiand: 4608 5t. Clair Avenue, Cle\TEIand,OhioMHB * 216.696.1161

Court Reporting » Video Conferancing » Legal Video Production * investigations
Claims Sarvices » Process Service  Record Retrieval - Document Managemant » Trial Graphics


http://www.cefcpwip.com

© O ~N O o s W N =

T S S . T T S S
R R B R NB8 aoa@ 3 & o & & b = ©

171

it references a three-yvyear installation.
I previcusgly stated that the company’s
proposal is for a five-year

installation. The page 19 full
deployment three-yvyear installation, I
have testified assumes contractor 1abor.‘
The company‘s five-year deployment
proposal assumes company labor.

Q. Okay. I think we understand
the two scenarios you‘re referring to.
Can vou come up with any of the other
scenarios on page 1% that are any more
closely aligned with the company’s
current five-year deployment propogal?

MR. KUTIK: Objection.

A. The full -- on page 19,
Exhibit 4, full deployment aggressive
three-year installation again is full
deployment. Company proposal is.a full
deployment. The aggressive three-year
installation assumes aggressive pricing.
The compan?'s proposal, five-year
deployment does not assume aggressive
pricing. And of course on pagé 19,

it’s a three-year deployment and the
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company’s proposal is a five-year
deployment.

Q. And again, I think you
stated earlier that the aggressive
assumptions -- let me ask, did you state
earlier that the aggressive assumptions
were dismigsed by the steering
committee?

MR. KUTIK: Objection.
Mischaracterizes his testimony. Also,
this has been covered. This deposition
is going to end sometime fairly guickly,
s0 I would urge you to move on,
counsel, and not ask repetitive
questions.

Q. Let’s turn to page 6 of
Deposition Exhibit Number 4. DOT
inspection program, do you see that?

A. Yes. |

Q. Can you briefly explain what
this page is discussing?

A. Yes.

Q; Please do.

A. The DOT inspection program,

first of all, DOT stands for Department
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cf Transportation. It is a reguirement
that gas meters in premises that are
inside premises need to be inspected on
a periodic frequency. A&And in this case
we are referencing the 560,000 inside
meter locations that exist on the
Dominion East Ohio distribution system.
And we are trying to articulate the cost
to comply with this compliance program
as a result of AMR technology being
installed.

Q. Would DEO need to complete
the Department of Transportation
inspections even if the MGSS were not an
issue?

A . Yes.

Q. Are the annual costs of the
DOT inspection different 1f the AMR
program were not pursued?

A. Yes.

Q. 2nd how are they different?

A. The DOT inspections in a gas
distribution system without AMR at
Dominion East Ohio are executed by meter

readers who while gaining access to read

L
! . ef
G cefa rattl Group é;:::i:::;‘:;ﬂvﬂ S‘:g:ifﬁv’e:lm\zhﬂd.Ohbﬂlﬂ3 + 216.696.1161

THE LITIGATION SUPPORT COMPANY  Akron: One Cascade Piaza, Sulte 150, Akron, Ohio 44308 + 3302538119

Court Reparting - Video Canferencing - Legal Video Production « Investigations
Claims Services * Process Service * Record Retrieval + Document Manzgament » Trial Graphics



http://330.253.8l

174
1 inside meters, have a device that
2 detects for gas leakage and by the fact
3 that they have gained access to the
4 meter on an inside property with this
5 device, fulfills the inspection program
6 requirements.,
7 Q. For that year?
8 A. For the period in guestion.
g Q. Three years later they’1ll
10 have to come back and do it all over
11 again, correct?
12 A. Correct.
13 Q. 8o can you explain why this
14 program was included in the AMR business
15 case?
16 A. Fast forward if you will to
17 full deployment where the subset of
18 meters on inside premises now have AMR
19 devices and these AMR devices are read
20 by a mobile unit driving down the
21 street. There is no meter reader to go
22 in and éccess that meter, therefore,
23 that meter reader can no longer fulfill
24 the DOT inspection program, So what
25 this page is articuiating is that a 26
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employee inspection group would have to
be formed to stay in compliance with
this DOT requirement cnce AMR was
deployed.

(Discussion had off the record.)

Q. One follow-up quesgtion I had,
Mr. Armstrong, do you recall when we
were discussing the five-year
deployment, I think you stated yvou d4did
not do a business case surrounding that
proposal, is that correct?

A. That’s c¢correct.

Q. Did you make a statement
that there was a work paper or some
analysis surrounding that proposal that
was done by your team or someone on
your team?

A. No, I did not.

Q. So did the team never make a
recommendation to the steering committee
for a five-year deployment?

MR. KUTIK: Objection. Assumes
that the committee made any
recommendation with respect to any

deployment. Go ahead and answer the
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guestion.

A Can you repeat that question
back to me pleése? Make sure I got it.
Q. Did the team make any
presentation to the steering committee

in regards to a five-year deployment?

A, No.

Q. Mr. Armstrong, I thank vou
for your participation in the deposition
today and I don’'t know if anyone else
on the phoene has any questions for you,
but I'1l1l] let them ask them if they do.

MR. SAUER: Thank you for the
opportunity. We have no questions.
Thank you.

MR. KUTIK: And I assume there’'s
no one else on the line so at this
point we will indicate that Mr.
Armstrong will exercise his right to
review and correct the transcript.

(0Off the record at 4:37 p.m.)
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CEFARATTI GROUP FILE NO. 13642

CASE CAPTION: MATTER OF THE APPLICATION
OF BEAST OHIO GAS COMPANY
DEPONENT: WILLIAM ARMSTRONG

DEPOSITION DATE: JUNE 17, 2008

(SIGN HERE)

The State of Ohio, )
County of Cuyahoga, ) SS:

Before me, a Notary Public in and
for said County and State, personally
appeared WILLIAM ARMSTRONG, who
acknowledged that he/she did read
his/her trangcript in the above-
captioned matter, listed any necessary
corrections on the accompanying errata
sheet, and did sign the foregoing sworn
statement and that the same is his/her
free act and deed.

IN TESTIMONY WHEREOF, I have

hereunto affixed my name and official

seal at , this
day of , A.D. 2008.
Notary Publice Commisesion Expires
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CERTIFICATE

State of OChio ' ) SS.:
County of Cuyahoga )

I, Nancy Geiger, a Notary Public
within and for the State of Ohio, duly
commissioned and qualifiedf de hereby
certify that the within naméd witness,
was duly sworn to testify the truth, the
whole truth and nothing but the truth in
the cause aforesaid; that the testimony
then given by the witness was by me
reduced to stenotypy in the presence of
Said witnessg; afterwafds transcribed,
and that the foregoing is a true and
correct transcription of the testimony
50 given by the witness. -

I do further certify that this
depogition was taken at the time and
place in the foregoing caption
specified.

I do further certify that I am
not a relative, counsel or attorney for
either party, or otherwise interested in

the event of this action.
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1 I am not, nor is the court
2 reporting firm with which I am
3 affiliated, under a contract as defined
4 in Civil rRule 28 (D).
5 IN WITNESS WHEREOQOF, I have
6 hereunto set my hand this 4£2éthay of
7 /Z/I/)Lf , 2008.
R /
9
; &
11 Wﬂ’%’f&% AL LA
s 7 o
12 Nancy Gelger, Notary Public
13 within and for the State of Ohio

o
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My commission expires November 4, 2008.
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THE PUBLIC UTILITIES COMMISSION OF OHIO /O ¢/ ¢ o
Co

In the Matter of the Application of The
East Ohio Gas Company d/b/a Dominion 453

East Ohio for Approval of Tariffs to Case Ne. 06- _}____ “GA-UNC
Recover Certain Costs Associated with
Automated Meter Reading Deployment
Through an Automatic Adjustment Clanse,
And for Certain Accounting Treatment

APPLICATION
The East Ohio Gas Company d/lva Dominion East Ohio (“DEO” or “Compeny™)
respectfully requests: (1) pursuant to Section 4929.11, Okio Revised Code, approval of

tariffs to recover, through an automatic adjustment mechanism, costs associated with the

deployment of automated meter reading (“AMR") equipment throughout DEQ’s system;
and (2) pursuant 1o Section 4905.13, such accounting authority as may be required to
permit the deferral of those costs for subsequent recovery through the automatic
adjustment mechanism. In support of its Application, DEQ states:

1. DEQ is an Ohio corporation engaged in the business of providing natural gas
service to approximately 1.2 miltion customers in northeast, western and
southeast Ohio and, as snch, is a natural gas company as defined by R.C.
4905,03(A)6), and a public utility as defined by R.C, 4905.02.

2. InCase No. 05-602-GA-ORD, the Commission enacted certain minimum gas

service standards ("MGSS"™), which take effect January 1, 2007. One of these

< DEPOSITION

rules, Rule 4901:1-13-04(G)(1), Ohio Administrative Code (“0.A.C."), will EXHIBIT

—

) require natural gas companies to obtain an actual reading of each customer’s
£

This is te qertify that the ipsges appearing are an
accurate and complete repreduction of a case tile

dacanment deli in the regular couree,of buasinees,
CO[-1360229 S f;., fﬁf" 25
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meter at least once every twelve months, and also make reasonable attempts to
obtain actual meter readings every other month. Under the Commission’s rule, a

metctreading obtained through remote index equipment does not qualify as an
“actual”™ meter read.

. Presently, 43% of the nearly 1.3 million meters in DEQs system, or

approximately 556,000, are located inside customers® premises. In order to read
these inside meters, the Company equipped 373,000 of them with remote meter
index equipment. As discussed above, however, meter readings obtained through
remote index equipment do not qualify as an actual meter read. Couscquently,
DEO is uniquely challenged to comply with Rule 4901:1-13-04(G)X1).

. Although meter readings obtained through remate index equipment do not qualify

as an actual meter reading, readings obtained through electronic means, such as
automated meter reading equipment, “shall be considered actual readings.” Rule
4901:1-13-04{G), 0.A.C. DEO therefore proposes lo replace all of its remom
meter index devices with automated meter reading (“AMR”) devices and to install
AMR equipment on all of its other meters over a five-year period. Sucha
program would provide the following benefits to DEO’s customers:

a. AMR provides the most cost-effective way for DEO to comply with the
MGSS on a long-term basis. Because the Company’s cost of reading |
meters is ultimately recovered in base rates, a more cost-effective meter
reading solution will result in lower rates aver time.

b. Al of DEO"s approximately 400,000 Standard Service Offec customers

and approximately one-third of its 800,000 Energy Choice customers pay

COL1360129 2



monthly variable commodity rates thai can change substantially from one
month to the next. Under the MGSS, the Company is only required to
attempt to obtain actual meter readings every other month, meaning that
customers will receive at least six cstimated bills each year. The monthly
meter reading made possible by AMR would enable DEO to apply sach
month’s commodity mate to actual consumption for that month, resulting in
a better match between billing and consumption.’ |

c. Monthly actual meter readings would provide more aceurate information
for use in transferring service at & premise from one customer to ancther,
eﬁminatecauvolmassociawdwithesﬁm@mmmemn
center average speed of answering customer calls, and avoid the need for
large numbers of customers to schedule appointments to have a meter.
madéroblaintheamualmaquﬁmdmﬂcrﬂwMGSS.

d. Because AMR reads are obtained by employees who drive along a route
recording reads through mobile data collectors installed in their vehicles,
customers would no longer have to cope with unwanted or inconvenient
intrusions onta their property or into their home or business.

In summary, the installation of AMR equipment system-wide will enable DEQ to
meet the M(GSS meter reading requirements in a very cost-effective manncr while

also providing the additional customer benefits described above.

! AMR will also eliminate the problem of multipls consecutive cstimates that mst be used when repeated
cfforrs to obtain an actual meter read f2il, Even if an acmal read is obtained once every twelve months, the
Company does not have the data points needed to develop an accurate estimate for the eloven months
between actual reads. As a result, the actusl usage for those intervening months may accur in a moch
different pattern than that reflected on the bills. Given the sccess issues caused by the large nwmber of

inside meters on DEQ’s system, consecutive estimatez pose a considerable problem for the Company and
its customers.

COL-1360229 3



() 5. DEO estimates the cost of system-wide AMR deployment using [tron encoder-
receive-transmitter (“ERT"™) devices 1o be between $100 million and $110
million. Absent timely recovery of the associated depreciation, property taxes
and return on rate base investment, DEQ would fund the program through its
normal capital budgeting process, which would accommeodate a fifteen- to twenty-
year systemwide deployment.

6. As an aliernative 1o a fifieen- to twenty-year deployment, the instant Application,
if apptoved, would enable DEO to increase its capital spending considerably to
accomumodate a five-year deployment schedule, Under a five-year schedule, the
Company would install 250,000 ERT units per year beginning in January 2008.
The pace of deplayment for ERT devices in 2007 is discussed below,

7. The Company’s exl.sung remote index equipment consists of Hexagram, Badger

and American devices. The Company has performed a statistical evaluation of its
existing remote meter index equipment and found that, while the Hexagram
remote devices installed on nearly 319,000 of its meters perform very well, with a
defect rate of only 1.8%, the American and Badger devices instatled on
approximately 54,000 meters from 1977 to 1984 have nuch higher defect rates of
9.5% and 21.4%, respectively. As a result, DEO will replace the American and
Badger units through its normal capital budgeting process and seek recovery of
the associated cost in the context of its next base rate case.? The Company will

commgence replacement of the American and Badger devices in the first quarter of

* DEO will not include the cost associated with any defective meters of remotes that would have been

replaced in the normal course of meter exchange activity in amounts (o be recovered via the AMR Cost
Recovery Chiarge. As in the case of the American and Badger replacements, the Company will seek
recovery of such costs in Rture rate cases.

COL-1160229 4



% ) 2007 with the intent of substantially complefing those replacements within two
years.

8. In its application seeking Commission approval of tariff changes needed to
comply with the MGSS, filed concurrently with this Application, DEG requests
approval of 2 provision requiring customers that bave had service terminated for
non-access, and those that have engaged in fraudulent practice, tampering or theft
of service, to pay for the installation of an AMR device on the meter(s) serving
their premise. DEO will treat such payments as a contribution in aid of
construction (“CIAC”) and will not seek recovery of such dollars either through
the charge requested herein or through subsequent rate cases,

9. DEOQ’s objective in its AMR program is to provide more accurate usage data and

monthly meter reading at the earliest possible date consistent with an economic

deployment of AMR devices. In so doing, the Compeny will have to evaluats the
efficiency of a “shop-by-shop™ conversion (that is, a series of conversions moving
from one service area to the next as service areas are converted) versus a
systemwide conversion with an initial focus on inside meters. DEO will consult
with Commission Staff to determine the most appropriate way to deploy AMR
across its system. The Company plans to move to monthly meter reading system-
wide as saon as enough meters are AMR-equipped to make this possible. Once a
sufficient number of meters are so equipped, DEO will manually read the
remaining meters until all of its meters are equipped with ERT devices. As an

alternative, and pending consultation with Commission Staff, DEO could

COL- 1260229 5



transition to monthly meter reading on a shop-by-shop basis as service areas are

converted.

10. In order to recover the costs of the AMR program, DEO proposes the following:

COQL-13802¢

a. The Company will initially record as a regulatory asset the depreciation,

incremental property taxes, and post in-service camying charges associated
with its AMR program costs, excluding those costs assoclated with

replacement of American and Badger remote index devices and any CIAC
recovered from customers that have had service terminated for non-access

or those that have engaged in frandulent practice, tampering or theft of

service.

. DEO will compare its annual meter reading cperating and meintenance

("O&M™) expense to a 2006 base year. Any savings relative to that base
year will be used to reduce the year-end regulatory asset in order to
provide customers the benefit of any meter reading cost reductions
achieved as n result of the AMR deployment.

. The regulatory asset amount net of the preceding meter reading O&M

savings will be recoverable via an AMR Cost Recovery Charge applicable
to all customer class rate schedules on which ERT devices are installed.
(DEQ’s largest transportation accounts already have AMR installed at the
customers’ expense.) Becauge the cost of an ERT device installed on a
meter is the same regandless of usage, the AMR Cost Recovery Charge is
properly applied as a fixed charge per month rather than a volumetric
charge. There will be no difference in the charge across customer classes



£
‘;_ :T.i"

because the cost of the unit is identical for over 59% of the units to be
installed,

d. InFebruary of each year, DEO will file an application in this docket with
schedules supporting the proposed AMR Cost Recovery Charge based on
the costs accumnulated through December of the prior year, as adjusted for
the associated excise tax obligation, and bills rendered over the prior
year.'" DEO will provide Commission Staff with sufficient accounting and
billing record details (o enable it to analyze and audit the schedules. In
order to facilitate a timely review of the application, the Company will file
a pre-filing notice containing estimated schedules ninety days prior to the
application. The estimated schedules will contain a combination of actual
and projected data for the calendar year to be reflected in the February
application. |

e. When DEO files its next base rate case, the revenue requirement will
reflect updated test year operating expenses and date certain net plant.
Once rates approved in the case go into effect, AMR-related capital
investments made prior 1o date certain will be refiected in base rates along
with updated test year expenses for meter reading O&M and property
taxes. Post rate case, the AMR Cost Recovery Charge will use tost year

O&M and date certain gross plant as the basis upon which to calculate

* The schedules will inchude the original costs, accamalated reserve for depreciation and deforved taxes
associzted with the plant additions, the corresponding anmual depreciation and incremental propesty tax
expenses as well as the meter reading O&M savings snd any CIAC used to reduce the amount 10 beo
recovered by the AMR Cost Recovery Charge. Undil such time as DEO Gles a base rate case, the post in
serviee carrying charges will be accrued at the embedded cost of long-term debt held by DEQ*s parent

compary, Consolidated Natural Qas Campany, which is in tum a wholty-owned subsidiary of Dominion
Resources, [ng,

CO-(360220 7



future AMR Cost Recovery Charges. In its next rate case, DEO will seek
apptoval of an AMR Cost Recovery Charge that will provide more timely
recovery of the depreciation, incremental property taxes and associated
rate of return of subsequent program expenses along with any amounts
unrecovered at the point an updated AMR Cost Recovery Charge goes
into effect. The rate of retum assigned to the recovery of subsequent net
capiial expenditures will be set at the rate of retumn authorized in the
proceeding by the Commission.

11. While the initial year's AMR Cost Recovery Charge can only be determined aftor
actual costs and billing determinants are known, it appears that the initial charpe
will amount to less than $0.25 per month per customer. Increases to the rate
thereafier are not expectad to be linear (I.e., the rate increases another $0.25 each
year until the maximum level is reached in year §) because the nomber of units
installed and the amount of meter reading O&M cosis savings and CIAC used to
reduce the amount to be recovered will not occur evenly over the five-year
deployment.

WHEREFORE, the Company respectfully requests that the Commission, pursuant
to R.C. 4905.13 and 4929.11, approve the Company’s Application for approval of tariffs
to institute an automatic adjustment clause to recover costs associated with AMR

deployment; for approval of the accounting treatment discussed herein; and for all other
necessary and proper relief.

COL-1360229 8
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Respectfully submitted,

it

Mark A. Whitt
JONES DAY
Street Address:
325 John H. McConnell Blvd., Suite 600
Columbus, OH 43215-2673
Mailing Address:
P.O. Box 165017
Columbus, OH 43216-5017
Telephone: (614) 469-3939
Facsimile: (614) 461-4198
E-mail: mawhitt@iopesday.com
ATTORNEYS FOR THE EAST QHIO

GAS COMPANY D/B/A DOMINION
EAST OHIO
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Armstrong Deposition
Exhibit 2
Page 2
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The East Ohlo Gas Company d/b/a Dominlen East Ohio

Case No, §7-0829-GA-AIR
Response to Data Requesis
Requesting Party:
oCC
Data Request Set:
Interrogatories - 14th Set
Question Number: Subpart:
524
Request Date: Due Date:
05/16/2008 06/05/2008
Topic:
AMR
Question:

Referring to the Company’s Response to OCC Request for Production of Document

No. 160, the Company provided the Excel workbook “CONFIDENTIAL DOCUMENT -
OCC-RFP 160 - AMR BUSINESS CASE 2_20_(6.x1s." Each scenario contained in this
document is based on a 3-year deployment schedule.

a. Please explain whether the Company has conducted any business case analysis

that assumed a 5-year deploymem schedule; and '

b. If the Company has not conducied any business case analysis that assumed a

5-year deployment schedule, please explain why this analysis has not been
conducted. ‘

Answer:

DEO abjects to this request because it improperly seeks a detailed, narrative
response. Under the applicable Commission rules and Chio Civil Rules, "[a]n
interrogatory seeks an admission or it seeks information of major significance

in the trial or in the preparation for trial, It does not contemptate an array

of details or outlines of evidence, a function reserved by the rules for

deposition.” Penn Central Transp. Co. v. Armco Steel Corp., 27 Ohio Mise. 76,
77 (Montgomery Cty. 1971). Subject to and without waiving this objection, DEO
responds as follows:

{a) The Company did not.
(b) The Company's decision to propose a 5-year deployment was based on

additional criteria, including the time needed by Company employees to complete
the program, and additional studies were not necessary.

DEPOSITION
EXHIBIT

_b_.__

Preparer Of Response: Date Prepared:
Abby Corbin 05/16/2008 02:59:46 PM EDT
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The East Ohie Gas Company d/b/a Dominion East Ohlo

Case No, 07-0829-GA-AIR
Response to Data Requests
Requesting Party:
oce
Data Request Set:
Interrogatories - 14th Sat
Question Number: Subpart:
517
Request Date: Due Date:
05/16/2008 06/05/2008
Topic:
AMR
Question;

Referring to the Company’s Response to OCC Request for Proguction of Document

Nao, 160, the Company provided the PowerPoint file “CONFIDENTIAL DOCUMENT - Gas
AMR Business Casc Presentation March 21.ppt". On page 9 of that document, a

table titled “Financial Summary” appears, and shows results of “Unlevered IRR,

Unlevered NPV (9.4%%; 15yrs); and Payback (Yts)” apalyses.

a. Please explain why the Company pursued an unlevered approach to these

calculations;

b. Has the Company calculated for the AMR project Levered TRR and Levered NPV?
If yes, please report the values produced by these studies in a format similar

to that shown on page 9 of this decument;

c. Please identify the values of each discount factor used in the Unlevered IRR
analysis (and any Levered IRR study), and the Unlevered NPV analysis (and any
Levered NPV study), and identify which discount factor was used in cach study.

ANSWer:

a. The Company calculates both levered and unlevered results; however, since
there are different business units within Dominion, each with different capital
structures and risk profiles, the unlevered information is used to compare
capital investments agross Dominion’s business units,

b. Please see the attached file, which has been updated to include the
requested levered results on Slide 19.

c. The financial results reflected in the attached file used a discount rate of

9.4%.

Preparer Of Response: Date Prepared:
Abby Corbin 05/16/2008 02:52:24 PM EDT
Attachments: = DEPOSITION

Yos ; Ex::gn

8
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Attachment Names:
CONFIDENTIAL DOCUMENT - Gas AMR Business Case Presentation Magch 21-REVISED.ppt

i)




‘918Y SLIDIS [|D |




AradidQ uayf

uiquo9 Aqqy

SOW|OH poy

uosjeg piAaed

Jabuizjaiy qog

181393SY20H el Aisulo Aned
sa|peag uamo ualed sor
a|qel) }aig :90H PV Buonsuuy |I'g

wea| ase) ssauisng HNV




Armstrong Deposition
Exhibit 4
Page 2

REDACTED



sa2IA9p Buipeal ajowal ou YJIM S.1d3ow apIsul MO6L »

S9J1A9pP J1JeN-O-peoy
10 ._wm_omm ‘wesbexaH Bunsixe Yjim siajow opisul L€ -

(%1°€p) s1919W apisul H09S -

sis)ow seo |ejo) NE°L -

soljsije}s 19339\ seo olyo




L4
syun
aj0Wa) apisul
000°'0.¢ sey 0aq -
‘[en}oe palepISuod
*Ajjenuue JOU 24e SpEeal Xapu}
S9OIASp SjOWal | J9JoW ajowadl .jemde
Yy}m sjunoooe =(¥INV) 21u0n23)|3
Ajjenuue WOl | apiIsul JO %027 "puowW Jayjo AIoAd
-§¢$ 40 S1S02 s19plo Kjoyeunxoidde spead u1e)qo o}
pajeroosse 99IMI0S ul 8306 Auedwos | spdweanye ajqeuoseas
plOAe pue Jeuonippe 3yl ‘yuow 8)ew pue syjuow
a|nJ Mau Ym NQJE — 012 Joyjo Alane ZL Kans 9ou0
juendwod Ajnj uo paseq $18)0W peal jseaj Je Bujpeal
aq pInom JINVY - woi-6$ - | 3 sidweype 03qg - jenioe uteyqo o
SNV §)S09 SUJe2U0)
seo) Jo jJoedu) pajewliis3y  aonoeld Juaund PJEPUEIS OIHO

a91A19g J2Wo)sh ) pue HuLIddy 0) asealoul 3s0d jueoniubis e
asoduwil JjIm Spiepue}g 92IAI8G WNWIMN O1IYo Y} ‘peaye Buoon)




sieal da.y} Joao pakojdap {Alyiuow-iq peas siejaul jenuepy obelonod

BaJe YIOM)aU paxiq ipuewtsp uo 1o A|yjuow peal s1ajo|y "uoljesjuadsuod apisul ybiy

jo seate 0} Ajwixoad aso)2 uj siejew apIsINO ML L1 snid isesinep NLIN HHOMIEN
Jelg wesbexsHy yim panyosial suoneoso] Jajalu apisul M09s NIy ‘Juswiojdap jeiued —

OLIBUAIS YIOMION pexi] Si8)}o|y apiIsu|

sieak asuy) Joao palojdep Ajysuow-iq pead

Si9)9W [BNUBN "UONO3]|03 djIqoul (A[Jjuow peal s1alow Pay ‘UuoljriueduoD
apisul ybiy jo sesse 0) Ajuiixosd @so|o Ul sJejew apIsINo ML snid isexepuy
LY3 uoqy] Yim pagLjos)al SUOIED0] Jajawl 3pISUl Y096 |1V ‘JuswAio|dap |eiued -
oleUadg SI9)o| opIsu|

siedlk aauy) Jor0 palkojdep ‘uonoe|joo ajiqow
PIM Ayiuow pead ‘xepul Y3 uody| yum pajijoaial siajaw We'l ‘Juswihojdap jind —
ouLieuadg juswio|deg N4

‘Spiepue)}g 821A12G SES WNWIUI O1IYO 9Y)
Jo 1oedw ay) a1eBiiw pue ‘s}sod peas ybiy asealdap pjnom juswhol|dap
jenued Jo [N} € JI aulwd)ap 0} pazAjeue 819m SOLIRUIDS d3IYL

o ik b

FR

-—



juawifojdag MINY |IN4 182)je S}S0) |enuuy
41 83ebiiw 03 88104 | O 0} uonealyIsse|d Jaydjedsiqg pue Jo)dadsu] Buiisixa sAolN —
MO0F¥$ 3509 jau 1ajua) [|ed —
asueidwon 9,00} epiroid pjnom suopejjeisul jeiju] —
ﬂ.uma ¢ A1aAo uondedsul alsinbal suopeso| 19)awW apIsul Y095 Ajorewxoiddy —

dnoib uonoadsul | Oq 29Aojdwa gz JO uoljeaId apn|oul SOLIBUdIS ||y

we.abo.ld uonosadsu] 10a




Armstrong Deposition
Exhibit 4
Page 7

REDACTED



Armstrong Deposition
Exhibit 4
Page 8

REDACTED



6 siauaq ¢ Jeak sejewxosdde |1g3 sle1S-Apeals L
palaasiun sajel Yuj PUB AdN 'L

sia)sll @pisino. uocne|eE}Isuy|
ML L) snid ‘'suoneso.  JeeA €
1510 BPISUL H09G,  JHOMION
Iv ‘wewAhodap |eied . sisjo
© apisy)

¥9.'v2S'S %80 k|

sI919W SpIsIno . UOREjEISU|
M1l snd ‘'suogeso]’  JeeA €
1819 SpIsUI YOS  Stelel
v WwswAoidop (eived!  apisul
sI81awW apIsino;  uonejesuy|
W1 11 snid ‘suoneao);  1e9A € -V
JOISW BPISUl MO9S  SJejel
I wewkoidop leped’  episul
W8ZoLs sisow uopejesy|
We'L ‘wawkodepny; JeBAE
- juswihojdag
. Iind
sigjew. uonejersy
WE'L quswhodep 4! JB9A &V
‘ juswiojdaq
: lnJj

066°'09cv 81 %0v'LL

ST 069'CZ %LCZE

(£10'899) %818

9Z6'08601 %eeel

uondussag

T (saA) | (suhgL f%p'e) i (9 84A) awoau| 3809
yoeqfed | AdN paJeasjupn paiaAajun) | OWOJU[JON | JISNJEIAISL juswdojdag

s Apears

Alewwng jeioueuld



S ——

MO/ USED) 10N BMIBNUIND e

MO USE? JON (BN LY e - o

- (00°09¢)

(0o"avs)

{o0'0z$)

00o0%

INS)

(1

00'0Z%

00°0v$

00 09$

0008%




(3

e e ——
MO USED) 19N SANBINLINT e

A0 USED) 1BN JENUUY e

{rws)

e 0000LE




MO YSED 19N ANEMLUNT) meme i :Mmu..u.mz ‘_‘m:_.__.._d.

{0008%)

(00°00%)

(00°0rS)

{000T$)

IN$)

]

00'0%

co'0zs

00'0FS

00098




£l

MOl USED BN BAjeINUNg —— #01 YSED 18N [BNULY =

{00083}

{00'09%)

(00 0¥S)

(00'0Z$)

00'0%

(unsg)

00°0¢%

00'0v3

007093

00°00L$




$80.00 -

$60.00

$40.00

$20.00

)

(*M

$0.00

($20.00)

($40.00)

($60.00) - N
T _Cumulate Net Cash Flow ]

|7 e—eeAnnual Net Cash Flow
—




Armstrong Deposition
Exhibit 4
Page 15

REDACTED




ol

Ws-85e Wr'ses  |s1so juswioldeg
%LZ'TT %¥'Ll Hul
Wo'zZz$ Wr'eLs AdN
aaissaibby BAIJRAIOSUOD
uolnjejjeisu] Jea\ €
oleUdDS SI9J9N opisu|
abuey suondwnssy 1s0)
™ ~ ~

-




A

s)s09) jJuswhojdeg

W6 0L$ N 60-$ AdN
anissalbfy 2AljeAIaSUOD)
uone|jeisuj JeaA ¢
oueuaosg Juawdhoidag lind
abuey suondwnssy }so)d




8l

(Log°162°¢)$

193u83 fjed 0} J9edW| AdN|

(z6Z°2p6's)$

Jsjuay jjed 03 390f0id J0 3500 fe1o)

(6S9'Ziv)

$ {ecp'ZLb) 8

(6zo'22y) $

(Lig’0ss) ¢

fesa'ost) $

re8'ast)  $

(@0 jBnuuY

§61 ‘D€L

|
$ .c6i'06r 8

s6L'0tt §

96198 §

geL’sr $

- $

spyeusg o104

!

659011

(RN

65904 §

 659°0LL S

ke A et

2LEL S

98888 §

{uononpay 9 sunsse)-sjuieduiod Buiig UBIH Ul LHY Ul UORINP3Y 'y

SAIEUUIISS JO SYIOW X

- $

- $

- $

wioy pajeaso syiq ybey woy $)e3 'speas PEIBUISe JO JBqUINU PRINPSY '

- $

- $

- $

uoRonpel siy) ey Apzaie 1eef siu) joafoud ewibis xS - speay ¥IBYg 0S|

$]9e96 8

o£s'6l ¢

YZ0'El

Zis9 ¢

(suoyd Ag "WA) Ui pered spesy |

i

T

Siyeueg

|

_

$ jose'Z¥s) ¢ (¢

z 158} ¢

bty P

2ot'zel 8

(sz'ver) $ \(veR'6L)  $

ﬁﬁ.‘g

JOUWIOISND 0] O UO # JIPAID PANSSE - [DDUUCIRY pue ar_@_.c.xmn_f—_ﬂeo;im

o - T . B

(€Le'7))_$

{eie'vi) $

By

€871 8

_simjaw apisul jo %1 -Aidioo o) by Ss9| siswoysna Bupefiel 'y

(rse'1s) ¢

.1.1_

#5610 g

suonsanb SNosUE|[@SIL J0YI0 o Sjuatljuioddy passipy -uonepawsiduy ¢

(r56'LL) 8

w

-k

(0e6'201) §

(0£6'201) § |

(oee'z0L) 8

w,o_uho +£ Bumow S18LI0}SNO pue SIFW0ISNY yeiq yueg sieie 8oy g

(058'zrS)

< st 1 oo, s G ¢

ags Apeaig

$ {osg'crs) §
g 1ed

(05a°zve) &

¥ 123\ |

(0sg'2vs) $

- %

- $

311 §5500NS %05 sBwnsse {ieak sad sifed yps) Weibaig uondsdsyy 10a |

g Jee)

zieo) |

} Jee |

150D

joeduw J8judd |ied




Armstrong Deposition
Exhibit 4
Page 19

REDACTED



