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JOINT EXHIBIT 3

Pursuant to the Attorney Examiner’s Request at hearing on the Stipulation of the Parties
on November 20, 2009, Duke Energy Ohio, Inc. (DE-Chio or the Company), the Staff of the
Public Utilities Commission of Ohio (Staff), Ohio Partners for Affordable Energy (OPAE) and
the Kroger Company (Kroger) herein submit Joint Exhibit 3. At hearing, Attorney Exanﬁner
Pirik requested that we delineate the recommendations of the Staff of the Public Utilities
Commission of Ohio (Staff) which the Parties accepted during negotiations of the various
elements of this case and jointly recommend to the Commission as reasonable and appropriate
resolutions. Below, we are instead providing a complete list of Staff’s recommendations with
indications as to which were specifically addressed in the Stipulation.

Staff conductf_:d its Audit of the Company’s SmartGrid program including its rate

calculations for Rid‘ef DR-IM and Rider AU. The following is the list of those findings:
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Rider DR-IM and Rider AU Revenue Requirement Caleulation — Staff made a number of

findings and recommendations regarding the Company's calculation for the SmartGrid Riders

(Rider DR-IM and Rider AU) as summarized below:

1.

10.

1.

12,

Eliminate costs included in distribution rate case {pages 3 & 4).
Addressed in Paragraph 4 of the Stipulation.

Exclude all costs related to Envision Center (pages 4, 8, and 9).
Addressed in Paragraph 8 of the Stipulation.

Exclude costs for 20,759 Badger modules (page 4).
Addressed in Paragraph 9 of the Stipulation.

Reclassify certain communication equipment costs (page 6).

Exclude all costs for replacement of gas meters incompatible with SmartGrid
technology. Addressed in Paragraph 5 of the Stipulation.

Reclassify certain materials and supplies (page 6).
Exclude costs for demand-side management (page 6).

Revisc depreciation rates to be consistent with those approved in retail rate cases
(page 7). Addressed in Paragraph 2 of the Stipulation,

Caorrect error in electric depreciation expense (page 7).

Adjust Rider AU to include depreciation on Electronic Data Processing — Gas (page
7). Addressed in Paragraph 2 of the Stipulation.

Use the debt rate used in Rider DR-IM for post in-service carrying costs (PISCC) of
6.39% which is the rate that had been approved by the Commission and in effect
during calendar year 2008 when costs to be recovered in the instant case were
incurred. That rate was approved in Case No. 05-59-EL-AIR. (page 8).

No offset for deferred balances with the associated deferred taxes (page 8).
Addressed in Paragraph 12 of the Stipulation.

! Page numbers refer to the Comments of the Staff of the Public Utilities Commission of Ohio filed in this matter on
October 8, 2009,
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13. Adjust deferred taxes on liberalized depreciation to reflect proposed changes in plant
(page 8).

14. Adjust annualized depreciation expense to reflect proposed changes in plant (page 8-
9). Addressed in Paragraph 2 of the Stipulation.

15. Adjust annualized amortization of PISCC to reflect proposed changes in plant (page
9).

16. Use the debt rate for calculating carrying costs on deferred O&M of 6.39%, which is
the rate that had been approved by the Commission and in effect during calendar year
2008 when costs to be recovered in the instant case were incurred. That rate was
approved in Case No. 05-59-EL-AIR. {page 9).

17. Adjust annualized property taxes to reflect proposed changes in plant (page 9).

18. Adjust revenue requirement for Rider DR-IM to reflect commercial activities tax
(CAT) on operating income (page 9).

19. Re-file Rider AU and Rider DR-IM to reflect recommended changes (page 10).
Included as Attachments 1 and 2 of the Stipulation.

Allocation of Costs between gas and electric — Staff made a number of findings and

recommendations regarding the Company’s calculation for the SmartGrid Riders (Rider DR-IM
and Rider AU) as summarized below:

1. Exclude allocation of common costs to gas-only customers (page 11).

2. Include only “gas specific” costs in the calculation of Rider AU (page 11).

3. Implement different Rider AU charges for combination and gas-only customers
beginning in year 2 (page 11).

The foregoing list comprises all of the Staff recommendations which were accepted by
the Parties and which were addressed in the Stipulation and Recommendation submitted by the
Parties.
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On behalf of Duke Energy Ohio, Inc.

U lhut A Wetle
Amy/fB. Spiller

Rocco O. D’ Ascenzo

Flizabeth H. Watis

2500 Atrium II, 139 East Fourth Street
P. O. Box 960

Cincinnati, Ohio 45201-0960

(513} 419-1827 (telephone)

(513) 419-1844 (facsimile)

On behalf of Staff of the Public Utilities
Commission of Qhio

Udves . 4o SHW

Attorney Thomas G. Lindgr

Assistant Attorney General

Office of Attorney General Richard Cordray
180 East Broad Street, 9th Floor

Columbus, OH 43215

On behalf of Ohio Partners for Affordable Energy
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Attorneys David C. Rinebolt G
Colleen L. Mooney

231 West Lima St.

PO Box 1793

Findlay OH 45839

On behalf of The Kroger Company

Mothed WM. [hde, Z R
Attorneys John W. Bentine, Mark S. Yufick,
Matthew M. White

Chester Willcox & Saxbe LLP

65 East State 5t, Suite 1000

Columbus OH 43215




CERTIFICATE OF SERVICE

I certify that a copy of the foregoing was served via hand delivery, ordinary mail or

overnight delivery on the following parties this 1st day of December, 2009.

Ohio Consumers’ Counsel
Ann M. Hotz

10 West Broad Street
Suite 1800

Columbus, Ohio 43215

Chester, Wilcox & Saxbe, LLP
Matthew White

65 East State Street

Suite 1000

Columbus, Ohio 43215

Ohio Partners for Affordable Energy
Colleen C. Mooney

231 West Lima Street

Findlay, Ohio 45840

Thomas G. Lindgren

Assistant Attorney General

Office of Attorney General Richard Cordray
180 East Broad Street, 9th Floor

Columbus, OH 43215
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Elizabgth H. Watts



