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L INTRODUCTION 

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

My name is James E, Mehring. My business address is 139 E. Fourth Street̂  Ciodnnatiy 

Ohio 45202. 

BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY? 

I am employed by the Duke Energy Corporation (piike Energy) afBliated compmiies as 

Vice President of Field Operations for the Midwest region. 

PLEASE DESCRIBE YOUR EDUCATION AND PROFESSIONAL 

QUALIFICATIONS, 

I hold a Bacheioi of Science degree in Business Administratbn firom Indiana Wesieyan 

University. I also hold a Master of Business Administration degree fixHn Iî Uiana 

University. 

I began my career with PSI Energy, Inc. as a lineperson aî >rentice in 1977. Upcm 

completion of the apprenticeship, I |»ogres5ed through as^gnments of iiKreasuog 

responsibility in distribution operations, safety and technical trainings and field (̂ peratLons. 

These assignments included serving as a first line supervisor, area manager for transmis^^m 

16 and distribution construction and maintenance, and general manager of substoticm 

17 operations. I was named to my cunent position in November 2006. 

18 0 . PLEASE DESCRIBE YOUR DUTIES AS VICE PRESIDENT OF FIELD 

19 OPERATIONS. 

20 A. I am responsible for transmission and distribution (T&D) construction and maintenajKe, 

21 substation construction and maintenance, customer service engineering, and electric 

22 outage response for the Duke Energy Midwest service area in Kentucky, Ohio and 
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Indiana. 

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING? 

The purpose of my testimony is to describe: (1) the characteristics of the Sq>teHiber 2008 

wind storm caused by the remnants of Hurricane Ike (Storm Ike); (2) the damage diet 

Storm Ike caused to Duke Energy Ohio, Inc.'s (Duke Energy Ohio or Company) 

distribution and transmission fecilities^ including the resulting customer power oolites; 

and (3) the storm restoration operation and maintenance (O&M) costs and capital costs 

that Duke Energy Ohio incurred in restoring power to its customers who experienced 

power outages due to Storm Ike. 

HAVE YOU PREVIOUSLY TESTIFIED BEFORE THIS COMMISSION? 

Yes. I have submitted testimony on numerous occasions before the Public Utilities 

Commission of Ohio (Commission) and various other state regulators. 

IL CHARACTERISTICS OF STORM IKE 

WHAT WAS STORM IKE? 

Storm Ike was a historic wind storm caused by the remnants of Hurricane Ike. Storm Ike 

struck the Midwest, including virtually the entire state of Ohio, on September 14, 2008, 

Storm Ike exhibited hurricane force winds that included gusts in excess of 74 miles per 

hour within Duke Energy Ohio's service territory. 

WHAT WAS THE EFFECT OF STORM IKE ON THE STATE OF OHIO? 

Electric distribution systems tinroughout the state of Ohio were so severely damaged by 

Storm Ike that the day after the storm^ Governor Ted Strickland declared a state of 

emergency. At that time, 1.92 million Ohioans were without electric power as a result of 

the storm. Three days after the stonn, on September 17, 2008, Governor Striddand 



1 requested federal assistance because nearly 1.5 million Ohioans were still without 

2 electric power. 

ID. DAMAGE TO DUKE ENERGY OHIO'S 
DISTRIBUTION AND TRANSMISSION FACILITIES 
AND POWER OUTAGES CAUSED BY STORM IKE 

PLEASE DESCRIBE HOW STORM IKE IMPACTED DUKE ENERGY OHIO'S 

CUSTOMERS. 

I have prepared a spreadsheet that tracks, bour-by-hour, the number of customers who 

experienced power outages, the number of power outage cases opened, and tiie pumbar of 

customers whose power had been restored. This spreadsheet is attached to my pnefiled 

testimony as Attachment JEM-1.1 have also prepared a graphical representation of these 

figures, which is attached as Attachment iEM-2. 

WERE THE SPREADSHEET AND GRAPH PREPARED BY YOU OR AT YOUR 

REQUEST? 

Yes. 

IS IT THE REGULAR PRACTICE OF DUKE ENERGY OHIO TO CREATE 

AND KEEP THE INFORMATION RECORDED WITHIN THESE DOCUMENTS 

IN THE COURSE OF ITS REGULARLY CONDUCTED BUSINESS 

ACTIVITIES? 

Yes. 

18 Q. PLEASE DESCRIBE DUKE ENERGY OHIO'S INITIAL RESPONSE TO THE 

19 STORM. 

20 A. Duke Energy has five (5) meteorologists on staff whose job is to monitor weather 

21 conditions twenty-four hours a day, providing the Company wiUi needed infonoation for 
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1 both planning and trouble response. Weather advisories are received regular^ by T&D 

2 operations personnel. 

3 Duke Energy's meteorologists were monitoring Hurricane Ike's progress and had 

4 been sending forecasts to appropriate personnel throughout the week of September 7, 

5 2008 and before the storm hit Northern Kentucky and Greater Cincinnati. On the 

6 morning of September 14, 2008, prior to the windstorm event, a special notice was sent 

7 by one of Duke Energy's meteorologists advising of the escalation of weather 

8 conditions. This updated weather advisory was suK)orted with a telephone call from the 

9 Storm Director (the Company executive directing Duke Energy Ohio*s emergency 

response efforts) to meteorologists to get up-to-date expected vwnd speeds and other 

11 weather conditions. This early warning allowed for the Company to call out additional 

12 resources before the storm had passed through the region. 

13 Regular meteorology updates were provided at each storm meeting and storm 

14 meetings occurred twice a day throughout the event. These weather forecasts allowed 

15 operations to make adjustments on travel times for off-system resoxmses to account for 

16 inclement weather. Such forecasts are integral m projecting Estimated Time of 

17 Restoration. The early warning and regular updates throughout the event aided m the 

18 overall logistics restoration management 

i9 The initial evaluation and assessment began the aftemoon of Sunday, September 

20 14, 2008. In anticipation of significant winds, Duke Energy Ohio called in its T&D 

21 construction crews to report to the various district offices. This was done to si:g3plement 

22 the normal trouble shift employees. In the initial hours from Sunday aftemoon into 

23 Monday morning, these resources responded to emergency agency calls and began 



1 assessment and restoration of complete ckcuit lockouts. Due to the large numbM* of 

2 circuit lockouts, the assessmait and restoration of circuits was the principle assignment 

3 of Ibe resources during the first few days of restoration. These resources focused on 

4 isolating single- and three-phase t ^ lines on each circuit and restoring power to the main 

5 circuit. 

6 On the aftemoon of September 14, 2008, the Company began callmg in 

7 responders from our premises services group and our engineering/technical personnel lor 

8 damage assessment. This was in accordance to our normal storm plan. On Monday, 

9 September 15. 2008, the Company realized the extent of the damage reston^on 

10 necessary and began calling in second tier-responders who are not typically called upon 

11 in regular storm situations. This additional pool of employees included qualified persons 

12 from other non-field engineering areas as well as otiicr corporate areas. 

13 Q. WOULD YOU PLEASE PROVIDE MORE SPECIFIC INFORMATION 

14 REGARDING THE TIME IT TOOK TO RESTORE POWER TO DUKE 

15 ENERGY OHIO'S CUSTOMERS? 

16 A. Storm Ike caused Uie largest documented electric outage in tiie history of Duke Energy 

17 Ohio. Storm Ike's unprecedented winds Iwought widespread dara^e to trees and to Duke 

18 Energy Ohio's electric delivery system including distribution poles, power lines, 

19 transformers, insulators, and other equipment Approximately 83% of Duke Energy 

20 Ohio's customers were impacted by the outages caused by Storm Ike and the Company 

21 documented approximately 822,000 sustained outages (greater than five minutes in 

22 length) caused by Storm Ike. Because of the massive extent of the damage, h took nine 

2 3 days to fully restore the system to its pre-storm capabilities. 
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HOW, SPECIFICALLY, DID STORM IKE DAMAGE DUKE ENERGY OHIO'S 

ELECTRIC DISTRIBUTION AND TRANSMISSION FAdLITIES? 

As a result of Stomi Dee, 767 distribution poles and 499 transformers had to be repaired 

or replaced. Storm Ike also required the replacement of 862 crossanns, 171^78 feet 

(over 32 miles) of electric wire, 53,134 cranectore, 4,728 insulators, 12,887 ftises, and 

314 arresters. In addition. Storm Bee necessitated a total of 31,880 splices and 942 

cutouts. 

HAD DUKE ENERGY OHIO'S FACILmES EVER EXPERIENCES) THAT 

LEVEL OF DAMAGE FROM A STORM OR OTHER NATURAL DISASTER? 

No. As I previously mentioned, the extent of damage that Storm Ike caused was 

unprecedented. 

HOW LONG DID IT TAKE DUKE ENERGY OHIO TO RESTORE POWER TO 

ITS CUSTOMERS? 

Storm Ike hit the Ehike Energy Ohio system at approximately 11:00 ajn, on Sept^nber 

14, 2008. At approximately 4:00 P.M. on September 14, 2008, ihe number of Duke 

Energy Ohio customers without power peaked at 492 002. Duke Energy Ohio was able 

to restore power to approximately 40% of those custoi icrs who had lost power within 48 

hours after the outages peaked. Through the dilige it efforts of Duke Energy Ohio's 

employees and contractors and colleagues fix)m oher utilities, Duke Energy Ohio 

restored power to over 70% of those customers who '. lad lost power within four days of 

the stonn. Because of the unprecedented damage Ston i Ike caused, howevef, it took nine 

days to restore service to all Duke Energy Ohio custor lers who were able to have service 

restored. 



1 Q. IS NINE DAYS CONSIDERED AN UNUSUALLY LONG TIME TO RESTORE 

2 POWER FOR A STORM-RELATED EVENT? 

3 A. Under normal circumstances, it is. But there was nothing normal about SUam Dee. As I 

4 have attempted to describe, die extent of damage caused by Stoim Ike was massive. 

5 Insofar as Duke Energy Ohio strives to opiate and maintain a safe and reUaWe system, 

6 the Company is deeply concerned whenever any customer is without eleclric power for 

7 even a brief period, let alone for a period as long as nine days. Nonetheless, I do not 

8 believe any utility could have performed any better in the circumstances. In feci, the 

9 Edison Electric Institute honored Duke Energy Ohio with an '̂Emergency Recovery 

10 Award" for its Storm Ike power restoration efforts, recognl^i^ the Company*s 

11 exceptional efforts to restore electric service that has been disrupted by Storm Ike. I have 

12 attached a brief article reco^zing Duke Energy Ohio's efforts as attachment JEM-3, 

13 It is also noteworthy tiiat the Commission's own staff charged with Inspecting 

14 utility facilities and reviewing operating practices happened to be aniditing Diike Energy 

15 Ohio at the time Stomi Dee impacted the Duke Energy Ohio service territory. The 

16 Commission's Service Monitoring and Enforcement Department Facilities and 

17 Operations Field Division personnel were able to directly observe the response of Duke 

18 Energy Ohio and its contractors and have already reported then: findii^ to the 

19 Commission. Significantiy, there were no recommendations conceming improvements to 

20 Duke Energy Ohio's reliability and service quality. 



IV. DUKE ENERGY OHIO'S O&M AND CAPITAL 
STORM IKE RESTORATION COSTS 

1 Q. PLEASE DESCRIBE HOW DUKE ENERGY OHIO MOBILIZED TO RESPOND 

2 TO THE DAMAGE CAUSED BY STORM IKE. 

3 A. On September 14, 2008, Duke Energy Ohio and its sister utilities, Duke Energy 

4 Kenmcky, Inc. and Duke Energy Indiana, Inc., immediately began implementing fheir 

5 emergency plans to respond to the dam^e Storm Dee had caused. With respect to Duke 

6 Energy Kentucky and Duke Energy Ohio, Storm Dee affected every part of the 2287-

7 square mile service area in northern Kentucky and southwest Ohio. More than 1,200 

8 Duke Energy employees and contractors responded to the storm by assessing damage, 

9 preparing material for the field, assigning jobs to crews, removing damaged vegetation, 

10 repairing down lines and equipment, and providing sî >port ser\ices. An additional 450 

11 employees and contractors worked in the call centers, including 145 people from other 

12 departments within Duke Energy who served as auxiliary call center representatives. 

13 Duke Energy Ohio and its affiliate, Duke Energy Kentucky, worked together to 

14 retain approximately 1,230 contractors and employees from other, unaffected utilities in 

15 other states to assist in the restoration effort for Kentucky and Ohio customers. This 

16 included approximately 570 employees and contractors fiom Duke Energy Carolinas. 

17 Many of these contractors were preparing to go to Texas and Louisiana - and in certain 

18 cases were actually en route - to assist with hurricane restoration there but were diverted 

19 to the Greater Cincinnati area. Employees and contractors from six other utilities from as 

20 far away as Virginia assisted with the restoration effort. These non-Duke Energy Ohio 

21 crews first arrived September 15, 2008, tiie day after tiie wind storm hit 



1 Q. WOULD YOU PLEASE DISCUSS THE SPECIFIC EXPENSES DUKE ENERGY 

2 OHIO INCURRED IN FTS STORM IKE RESTORATION EFFORTS? 

3 A. The expenses incurred by Duke Energy Ohio in its response to Storm Ike can be divided 

4 into four basic cost categories: (1) mtemal labor for Duke Energy Ohio and its affiliates; 

5 (2) third party contractor labor; (3) materials and suppDes; and (4) costs of logi^cal 

6 support for these field crews (food, lodging, transportation, and miscellaneous expenses). 

7 I will discuss each in turn. 

8 Internal labor - Midwest field operations provided die daily number of Duke 

9 Energy Ohio personnel working on Storm Ike restoration efforts, which included scouts 

10 and administrative personnel. Daily direct labor rates were detemiined based upcHi 

11 timesheets tiiat were entered into tiic payroll system during Storm Ike. The direct labor 

12 cost was then loaded wifli fringe benefit costs, supervision (calculated as a percent of 

13 labor), and transportation costs. This calculation results in a total direct labor cost of 

14 $15,300,000. 

15 I should also note tiiat included witiiin tiie direct labor cost total is tiie cost of all 

16 Company support labor used for the Storm Dsc restoration efforts. This support labor 

17 includes personnel from outside of power delivery and intemal labor from departments 

18 such as the customer call centers, inibrmation technology, purehasii^, and warehousing, 

19 who charged Duke Energy Ohio's Storm Ike workcode for the support activities they 

20 performed. 

21 Contractor labor - The cost of contractor support was calculated by aggregating 

22 tiie contractor invoices charged to the storm event This calculation results in a total 

23 contractor cost of $14,000,000. 



1 Materials and supplies - As materials and supplies are removed from the 

2 Company's storerooms, the cost is posted to the ledger. The mat^al and suf^ly costs 

3 were calculated from what was actuaDy recorded m tiie ledger at the time of the Stonn 

4 Ike restoration efforts. A^regating these figures results in a total mat̂ ricd and suj^ies 

5 cost of $700,000. 

6 Logistical support - This category inchides lodging, food, and miscellaneous 

7 expenses. The cost for this category was calculated by takmg the number of peo|rie 

8 working on the storm restoration efforts per day (as jKovided by operations) times a daily 

9 per person amount This amount was based on field input The total cost for logistical 

10 support was $1,700,000. 

11 Q. DO YOU KNOW THE TOTAL EXPENSES THAT DUKE ENERGY OHIO 

12 INCURRED IN ITS STORM IKE RESTORATION EFFORTS? 

13 A. Yes. The storm restoration efforts resulting from Storm Ike were extraordinary and 

14 unprecedented, both in magnitude of damage repair and total cost. The costs Duke 

15 Energy Ohio incurred as part of the restoration were almost tea times the Company's 

16 average annual storm-related costs. The total Storm Dee related expenses were $32.5 

17 million, of which $31.8 million is for O&M and payroD taxes and $0.7 million is for 

18 capital-related expenses. The Company is only asking for recovery of distribution-related 

19 O&M costs and is not seeking recovery of tiic capital costs b this proceeding. The 

20 distribution share of the O&M expense for which recovery is being sought in this case is 

21 $30,682,461 before carrying costs. 

22 

10 



1 Q. AS THE COMPANY EXECUTIVE DIRECTLY RESPONSIBLE F(W DUKE 

2 ENERGY OHIO'S RESPONSE TO TEIE STORM HOE EMERGENCY, ®0 YOU 

3 HAVE ANY OPINION AS TO WHETHHR THE COSTS THE COMPANY 

4 INCURRED TO RESPOND TO THE EMERGENCY WERE REASONABLE AND 

5 PRUDENT? 

6 A. I do. 

7 Q. WHAT IS YOUR OPINION? 

8 A. The costs were reasonably and prudentiy incurred, 

V. CONCLUSION 

9 Q. WERE ALL OF THE SCHEDULES YOU SPONSOR PREPARED BY YOU OR 

10 UNDER YOUR DIRECT SUPERVISION? 

11 A. Yes. 

12 Q. DOES THIS CONCLUDE YOUR PRE-FILED DIRECT TESTIMONY? 

13 A. Yes-

11 
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EDISON ELECTRIC 
INSTITUTE News 
701 Pennsylvania Avenue. N.W. I W^st)ington.0.C.^0(XH-2696 I 2Q2-«0&-5000 I F ^ 202-508-5759 I news@eeL0Fg I w m ^ x ^ 

FOR IMMEDIATE RELEASE 
FOR INFORMATION CONTACT: 
Andrew O'Connor, 202-508-5489 

EEI HONORS DUKE ENERGY WITH 'EMERGENCY RECOVERY 
AWARD' FOR POWER RESTORATION EFFORT 

WASHINGTON (March 11,2009) -The Edison Electric Institute today honwed Duke 

Energy as a winner of the association's "EmBrgency RecMvery Award' for excellence in 

restoration efforts in ttie wake of Hurricane Ike, which wreaked extensive damage to Duke's 

Ohio, Kentucky and Indiana service tenltorles. 

The "Emergency Recovery Award", presented annually by EEI» recognizes exceptional 

efforts in restoring electric service that has been disrupted by severe weaker or other natural 

events. The award was presented to Duke Energy today during EEl's Spring CEO nneetlngs. 

On Sept 14.2008. trees and power lines succumbed to hunicane winds traveling 

north from where Hurricane Ike made landfall in the Guif Coast of Texas. The gusts 

exceeded 7D mites per hour in some parts of Duke's sendee tenitory in the MWwest. taking 

out power to more than 1 million customers - mor^ than 90 percent of the compan/e Ohio 

and Kentucky customers, and more than 32 percent of Its Indiana customers-

Damage occurred as trees came down on power lines and distribution poles, and the 

storm debris also made reaching affected sites very difficult 

IVlore than 1.600 workers were dispatched by fte company, an effort that required 

comprehensive planning and execution in the face of nearly 544,000 customer calls. After 

four days, 75 percent of the customers experiencing outages were brought back on l|ne» and 

The company had ail affected customers fully restored after nine days. 

"Duke Energy's sewfce ten-itory was hit hard in three states, and the company's ability 

to coordinate crews on all fronts was quite impressive." said EEI President Thomas R, Kuhn, 

- m o r e -



The company seamlessly executed Its mission of getting the lights bade cm quicWy and 

safely with the kind of effort that our industry as a whole prktes itself on." 

Duke Energy (NYSEr'DUK) is one of the largest eleclric power comparwes in the 

United States. It supplies and delivers energy to approximately 4 millton U.S. customers. 

Duke Energy has approximately 35,000 megawatts of electric generafing capacity in the 

Midwest and the Carolinas, and natural gas distribulion services in Ohio and Kentucky. In 

addition, it has more than 4.000 megawatts of electric ger>eratk>n in Latin America. 

# # # 

Bdfson electric Institute (£EI) is the association of United States investor-owned electee ut i l i ty 
and industry affi/iates and associates woridwide. Its domestic members generate approximate 
three-quarters of alt the etectr^dty generated by electric utilities in the country and serve about 

70 percent of ail uidm&te customers in the nation. 
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I. INTRODUCTION 

1 Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

2 A. My name is James E. Mehring. My business address is 139 E. Fourth Street, 

3 Cincinnati, Ohio 45202. 

4 Q. ARE YOU T H E SAME JAMES MEHRING W H O PREVIOUSLY 

5 SUBMITTED DIRECT TESTIMONY IN THESE PROCEEDINGS? 

6 A. Yes. 

7 Q. HAVE THERE BEEN ANY CHANGES T O YOUR EMPLOYMENT 

8 SUBSEQUENT T O THE FILING OF THAT DIRECT TESTIMONY ON 

9 DECEMBER 11,2009? 

10 A. Yes. Effective June 1,2010,1 will become Vice President, Gas Operations for Duke 

11 Energy Ohio and Duke Energy Kentucky. 

12 Q. WHAT IS THE PURPOSE O F YOUR SUPPLEMENTAL DIRECT 

13 TESTIMONY? 

14 A. On February 23, 2010, the Staff of the Public Utilities Commission of Ohio 

15 (Staff) issued its Comments relative to Duke Energy Ohio, Inc.'s (Duke Energy 

16 Ohio or Company) Application to Establish and Adjust the Initial Level of its 

17 Distribution Reliability Rider (Application). Comments were also fried by 

18 Interveners, The Kroger Co. (Kroger) and the Office of the Ohio Consumers' 

19 Counsel (OCC). My Supplemental Testimony will respond to several of the 

20 comments filed by the OCC. 

21 Through my Supplemental Direct Testimony, I also plan to address certain 

2 2 parts of my Direct Testimony. 

JAMES MEHRING SUPPLEMENTAL DIRECT TESTIMONY 
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IL COMMENTS OF THE OCC 

1 Q. PLEASE GENERALLY SUMMARIZE THE OCC'S COMMENTS IN 

2 RESPECT OF DUKE ENERGY OHIO'S APPLICATION. 

3 A. The OCC's comments can best be separated into two main categories - financial 

4 and non-financial. The former category reflects the OCC's objections to expenses 

5 that Duke Energy Ohio incurred in responding to the widespread outages caused 

6 by the remnants of Hurricane Ike. The latter category reflects the OCC's 

7 objection to the manner in which Duke Energy Ohio actually responded to and 

8 performed storm restoration. My Supplemental Direct Testimony concerns those 

9 comments from the OCC that are non-financial in nature. 

10 Q. THE OCC CLAIMS THAT DUKE ENERGY OHIO FAILED TO 

11 PROPERLY REPORT THE NUMBER OF ITS CUSTOMERS WHO 

12 EXPERIENCED OUTAGES BECAUSE OF THE WIND STORM. DO 

13 YOU AGREE WITH THIS STATEMENT? 

14 A. No. The 2008 windstorm caused unprecedented damage throughout southwest 

15 Ohio, including the Company's service territory. As detailed in my Direct 

16 Testimony filed on December 11, 2009, Duke Energy Ohio documented 

17 approximately 822,000 outages that lasted longer than five minutes. This 

18 information is accurate and indicative of the level of the storm's impact. 

JAMES MEHRING SUPPLEMENTAL DIRECT TESTIMONY 
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1 Q. THE OCC CLAIMS THAT DUKE ENERGY OHIO'S APPLICATION IS 

2 DEFECTIVE BECAUSE IT FAILS TO EXPLAIN WHY OUTAGES WERE 

3 OCCURRING TWO DAYS AFTER THE STORM WAS OVER. DO YOU 

4 AGREE WITH THIS STATEMENT? 

5 A. No. Given the impact of the storm upon trees and structures, it was reasonable to 

6 expect that outages would be occurring in the days immediately following 

7 September 14, 2009. The storm left trees in such weakened condifions that these 

8 trees or their limbs continued to fall in the days following the storm. To the 

9 extent these trees or limbs contacted the distribution facilities, additional outages 

10 occurred. The same held true for structures that were in a precarious position 

11 because of, but could not be stabilized or repaired immediately after, the storm. 

12 As these structures, or parts thereof, interfered with the distribution system after 

13 September 14, 2008, more outages occurred. These interferences with the 

14 distribution facilities resulted in some customers experiencing more than one 

15 outage in the days following the storm. Furthermore, and even without the level 

16 of catastrophic damage caused by the remnants of Hurricane Ike» it is not 

17 uncommon in the restoration process for subsequent outages to occur. By way of 

18 example only, if a transformer is re-energized and fails, it may cause other 

19 upstream devices on that same distribution line to operate, thereby causing 

2 0 additional outages. 

21 Q. THE OCC CRITICIZES DUKE ENERGY OHIO FOR NOT REALIZING 

22 THE EXTENT OF THE DAMAGE UNTIL SEPTEMBER 15, 2008, THE 

JAMES MEHRING SUPPLEMENTAL DIRECT TESTIMONY 
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1 DAY AFTER THE STORM STRUCK OHIO. DO YOU AGREE WITH 

2 THIS CRITICISM? 

3 A. Absolutely not. On September 14, 2008, the Company could not dispatch crews 

4 to inspect its entire distribution system. Doing so would have been a very 

5 careless decision as the conditions on September 14, 2008, were initially very 

6 unsafe. Even immediately after the hurricane-force winds dissipated, Duke 

7 Energy Ohio could not access all of its distribution system as city streets were 

8 closed or blocked, and downed trees and other debris needed to be removed. 

9 Furthermore, parts of the Duke Energy Ohio distribution system are located in 

10 rural areas. Certain faults on these systems could not be identified without 

11 physically walking the lines. As soon as the Company was able to safely divert 

12 resources to this function, it did so. But it could not assess its entire system on 

13 September 14, 2008. 

14 Duke Energy Ohio did not delay in requesting additional crews or 

15 assistance in responding to the outages. This is an unfair - and irresponsible -

16 criticism. 

17 Q. THE OCC OPINES THAT THE NUMBER OF OUTAGES WAS CAUSED 

18 BY THE CONDITION OF DUKE ENERGY OHIO'S DISTRIBUTION 

19 SYSTEM. DO YOU AGREE WITH THIS STATEMENT? 

20 A- No. The condition of Duke Energy Ohio's distribution system did not contribute 

21 to the number of outages caused by the 2008 wind storm. Rather, the outages 

22 were a function of the significant and extensive damage to that distribution system 

23 because of excessive winds and falling trees and debris. Indeed, Duke Energy 

JAMES MEHRING SUPPLEMENTAL DIRECT TESTIMONY 
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1 Ohio performs very well with respect to the reliability measures to which it is 

2 subject. 

3 Q. THE OCC HAS CRITICIZED DUKE ENERGY OHIO FOR ALLEGEDLY 

4 NOT WANTING TO IMPROVE ITS RESPONSE TO STORM OUTAGES, 

5 DO YOU FIND THIS TO BE A FAIR CRITICISM? 

6 A. No. Duke Energy Ohio reacted immediately to the 2008 wind storm. As the 

7 Company began to identify the extent of the damage to its system and the 

8 resulting customer outages, it promptly retained services from within the Duke 

9 Energy Corporation and from external contractors. The Company coordinated 

10 with area emergency response agencies to ensure that critical areas of the system 

11 were restored as quickly and safely as possible. Restoration efforts were also 

12 prioritized so that the Company could maximize the number of customers to 

13 whom service was restored. In this regard and after critical facilities have been 

14 addressed, the Company will endeavor to first restore those circuits that serve the 

15 largest numbers of customers. 

III. DIRECT TESTIMONY 

16 Q. YOU MENTIONED EARLIER THAT ONE OF THE PURPOSES OF 

17 YOUR SUPPLEMENTAL DIRECT TESTIMONY WAS TO ADDRESS 

18 CERTAIN PARTS OF YOUR DIRECT TESTIMONY. CAN YOU 

19 PLEASE ELABORATE ON THIS STATEMENT? 

20 A. Certainly. My Direct Testimony referenced distribution poles and transformers 

21 that had to be repaired or replaced following the storm. A total of 707 distribution 

22 poles and 499 transformers were replaced; they were not repaired. 

JAMES MEHRING SUPPLEMENTAL DIRECT TESTIMONY 
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1 My Direct Testimony also addressed the various categories of expenses 

2 that Duke Energy Ohio incurred in responding to the wind storm. These 

3 categories are (1) intemal labor for the Company and its affiliates; (2) third party 

4 contractor labor; (3) materials and supplies; and (4) costs of logistical support for 

5 field crews. In originally testifying as to the dollar amount associated with each 

6 category, I was relying upon estimates. Furthermore, Duke Energy Ohio has 

7 agreed to certain adjustments to its Application consistent with comments 

8 received from Staff. For sake of clarity and confirmation, I summarize below 

9 each category and the actual costs associated with each. 

10 • Intemal labor - $12,898,598 

11 o This figure includes all Company labor frOm Power 

12 Delivery in addition to persormel from outside of Power 

13 Delivery {e.g.. Customer Call Centers, Information 

14 Technology. Purchasing and Warehousing) who charged 

15 Duke Energy Ohio's wind storm work code for the support 

16 activities they performed. 

17 • Contractor labor - $13,202,611 

18 o This category includes the various contractors and mutual 

19 assistance from other utilities used during the storm event 

2 0 to restore service or to provide support services such as 

21 security. 

2 2 • Materials and Supplies - $775,010 

2 3 o This category includes the cost of material and supplies. 

JAMES MEHRING SUPPLEMENTAL DIRECT TESTIMONY 
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1 e.g., connectors and splices, used in the restoration of 

2 service. 

3 • Logistical Support - $ 1,597,025 

4 o This category includes the costs of lodging, food, and other 

5 logistical support necessary to complete the storm 

6 restoration effort. 

7 Q. IS DUKE ENERGY OHIO SEEKING TO RECOVER, THROUGH THIS 

8 APPLICATION, ANY COSTS INCURRED IN REPAIRING ITS 

9 TRANMISSION SYSTEM? 

10 A. No. As I explained in my Direct Testimony, the Company is seeking recovery of 

11 only its distribution-related costs. The operating and maintenance expenses and 

12 payroll taxes applicable to the transmission system total $1.1 million. Duke 

13 Energy Ohio did not include that amount in its Application and is not seeking 

14 recovery from its customers for the transmission-related expenses and taxes. As 

15 discussed in the Supplemental Direct Testimony of William Don Wathen Jr., the 

16 Company is proposing to make adjustments to reduce the initial balance in its 

17 deferred regulatory asset account. Included in these adjustments is a reduction of 

18 $42,059 for a transmission-related item that was inadvertently included in the 

19 original Application. 

20 Q. THE OCC OBJECTS T O OVERTIME PAID T O SALARIED 

21 EMPLOYEES W H O PARTICIPATED IN STORM RESTORATION 

22 EFFORTS, CLAIMING THAT THEY ARE NOT NORMALLY PAID 

2 3 OVERTIME. WILL YOU PLEASE EXPLAIN WHY THESE 

JAMES MEHRING SUPPLEMENTAL DIRECT TESTIMONY 
7 



1 EMPLOYEES WERE PAID OVERTIME? 

2 A. As a general proposition, salaried employees at Duke Energy Corporation, and its 

3 subsidiary companies, are not paid overtime. But Duke Energy Corporation also 

4 acknowledges that there are unusual circumstances that may require salaried 

5 employees to work excessive hours. In recognition of, and to reward, those 

6 employees who dedicate their time and talents in extreme circumstances, Duke 

7 Energy Corporation has a supplemental pay policy. 

8 In connection with the 2008 wind storm, many salaried employees 

9 endured extremely long, chaotic, and stressful days diligently working to restore 

10 service to Duke Energy Ohio's customers. Indeed, it was not uncommon for 

11 employees to work in excess of 16 hours per day - for several consecutive days -

12 dedicated to restoration activities. At management's discretion, salaried 

13 employees were given some compensation in addition to their regular salaries for 

14 their tremendous efforts, 

IV. CONCLUSION 

15 Q. DOES THIS CONCLUDE YOUR SUPPLEMENTAL TESTIMONY? 

16 A. Yes. 

JAMES MEHRING SUPPLEMENTAL DIRECT TESTIMONY 
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A. 

Q. 

A. 

I. INTRODUCTION 

Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

A. My name is Beth Clippinger. My business address is 526 S. Church Street 

Charlotte, North Carolina 28202. 

BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY? 

I am employed by the Duke Energy Business Services, Inc., an affiliate service 

company of Duke Energy Ohio, Inc. (Duke Energy Ohio or Company) as Director 

of Financial Planning. 

PLEASE DESCRIBE YOUR EDUCATION AND PROFESSIONAL 

QUALIFICATIONS. 

I hold a Bachelor of Science Degree in Accounting from the University of North 

11 Carolina at Charlotte. I also hold a Master of Business Administration Degree fiom 

12 Queens University. Since 1990,1 have been a Certified Public Accountant. 

13 I began my career at Duke Power in 1988 as an assistant accountant in the 

14 Corporate Controller's Department. During the period of 1988-1997,1 progressed 

15 through positions of increasing responsibility in various work groups within 

16 Accounting. In 1997, I moved to the Electric Distribution Department as the 

17 Financial Process Leader. In 2003,1 moved back to Finance to become a part of the 

IB budgeting and planning organization. In 2008,1 was named to my current position 

19 of Director of Financial Planning. 

20 Q. PLEASE DESCRIBE YOUR DUTIES AS DIRECTOR OF FINANCIAL 

21 PLANNING. 

22 A. As Director of Financial Planning, I am responsible for providing general 

BETH CLIPPINGER DIRECT TESTIMONY 
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1 financial and planning support to the Power Delivery and Gas Deliver>' 

2 Departments within the Company. This consists of routine accounting activities, 

3 assisting the business units with ftinclions such as preparation of budgets and 

4 forecasts, operational planning, and financial performance analysis. 

5 Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE PUBLIC 

6 UTILITIES COMMISSION OF OHIO? 

7 A. No, I have not. 

8 Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS 

9 PROCEEDING? 

10 A. On February 23, 2010, the Staff of the Public Utilities Commission of Ohio 

11 (Staff) issued its Comments relative to Duke Energy Ohio's Application to 

12 Establish and Adjust the Initial Level of its Distribution Reliability Rider 

13 (Application). Comments were also filed by Interveners, The Kroger Co. 

14 (Kroger) and the Office of the Ohio Consumers' Counsel (OCC). My Direct 

15 Testimony will respond to some of the comments filed by the OCC. 

IL COMMENTS OF THE OCC 

16 Q. PLEASE GENERALLY SUMMARIZE THE OCC'S COMMENTS IN 

17 RESPECT OF DUKE ENERGY OHIO'S APPLICATION. 

18 A. Insofar as it concerns the costs for which Duke Energy Ohio is seeking recovery 

19 through Rider DR, the OCC's comments primarily focus on the allocation of 

20 restoration costs, and associated labor, between capital and operating and 

21 maintenance (O&M) expenditures, depreciation of assets, and overtime. The 

22 OCC also unfairiy criticizes the Company's response to the storm. Here, I 
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1 address some of the OCC's comments that are financial in nature. 

2 Q. THE OCC CLAIMS DUKE ENERGY OHIO CHARGED EXCESSIVE 

3 COSTS TO OPERATING AND MAINTENANCE AND DID NOT 

4 PROPERLY CHARGE COSTS TO CAPITAL, DO YOU AGREE WITH 

5 THIS STATEMENT? 

6 A. No. The Company's replacement of units of property was appropriately 

7 capitalized and repairs were appropriately charged to O&M accounts. 

8 If the Company installs a unit of property, then the unit of property - and 

9 the labor and other costs associated with the installation of that unit of property -

10 must be charged to capital accounts. The type of equipment installed will dictate 

11 whether to record the item as capital or an expense. By way of example, if a 

12 broken pole is replaced, the costs associated with that replacement would be 

13 capitalized. But if an overhead line can be repaired by installing a line splice, the 

14 costs are expensed. 

15 With respect to the 2008 wind storm, the first priority of the Company was 

16 to restore service to its customers as quickly and safely as possible. This effort 

17 was accomplished by using both intemal and external labor. This labor resource 

18 necessarily included field personnel who were not familiar with the charging 

19 practices of the Company. Thus, to allow field personnel to focus on restoration 

20 efforts, they were instructed to charge all such efforts to O&M accounts. 

21 Similarly, materials used for service restoration were initially charged to O&M 

22 accounts. 
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1 Thereafter, in October 2008, a journal entry was made to move units of property, 

2 and associated labor costs, from the O&M accounts originally charged to capital 

3 accounts. This was done to ensure that the replacement of units of property was 

4 appropriately capitalized. 

5 Q. DID THE JOURNAL ENTRY MADE IN OCTOBER 2008 ONLY 

6 ADDRESS MATERIAL COSTS? 

7 A- No. As I previously explained, a unit of property does not simply consistent of 

8 the cost of material. Rather, a unit of property includes labor and other costs 

9 associated with the installation of that unit of property. As a result, when the 

10 journal entry was made and units of property moved to capital accounts* amounts 

11 for labor and labor loadings (e.g., fringe benefits, payroll taxes, supervision) were 

12 also moved from O&M to capital. 

13 Q. WAS THIS THE ONLY JOURNAL ENTRY THAT WAS MADE 

14 RELATIVE TO O&M COSTS? 

15 A. No. The journal entry made in October 2008 reflected that a total of 713 

16 distribution poles were replaced. This journal entry was prepared using the best 

17 information available to Duke Energy Ohio at that time. However, it was 

18 subsequently confirmed that the migration of financial systems in 2008 resulted in 

19 certain material descriptions and quantities not being fed from the supply chain 

2 0 feeder system to the financial system. Certain detailed description fields were 

21 missing. Data has been re-loaded into the financial system and this process 

22 yielded only a difference in the pole count by a total of six poles. Pursuant to this 

23 process, Duke Energy Ohio has re-booked the joumal and reduced! the costs 
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1 associated with poles by $6,203 .Overall thetotal capital cost increased by $24,380 

2 as there were other units of property involved in addition to poles. 

3 Q. THE OCC OPPOSES DUKE ENERGY OHIO'S ALLOCATION OF 

4 PAYROLL TAXES, SUGGESTING THAT THE ALLOCATION TO THE 

5 STORM RESTORATION EFFORTS WAS NOT PRUDENT OR 

6 REASONABLE. DO YOU AGREE WITH THIS STATEMENT? 

7 A. No. Payroll taxes are not unique to Duke Energy Ohio, and, importantly, the 

8 Company is obligated to pay them. These taxes represent the Company's portion 

9 of state unemployment, federal unemployment, federal health insurance, and 

10 PICA. In September 2008, the rate for Duke Energy Ohio employees was 7.54%. 

11 To the extent straight time labor for Ohio employees has been removed 

12 from the Company's request, so, too, have associated payroll taxes. But the 

13 remaining payroll taxes that correlate with incremental labor were reasonably and 

14 prudently incurred. Indeed, Duke Energy Ohio could not avoid these taxes. 

HI. CONCLUSION 

15 Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 

16 A. Yes. 

BETH CLIPPINGER DIRECT TESTIMONY 

5 
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I INTRODUCTION 

1 Q. PLEASE STATE YOUR NAKIE AND BUSINESS ADDRESS. 
i 

2 A. My name is William Don Wjathen Jn My business address is 139 £a^ Fourth Stre^ 

3 Cincinnati, Ohio 45202. 

4 Q. BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPAQTY? 
I 

5 A. 1 am employed by Duke Energy Corporadcm (Duke Diergy) affiliated con^Koiies General 
r 

6 Manager and Vice President oflRates, Ohio Emd Kentucky. 

7 Q, PLEASE SUMMARIZE j YOUR EDUCATION AND PROFESSIONAL 
! 

8 QUALIFICATIONS. 
i 

9 A. I received Bachelor Degrees jin Business aiul Cb^nical Engineering, and « Master of 

10 Business Administration Degrfce, all from the University of Kentucky. After coitnpteting 

11 graduate studies, I was employfed by Kentucky Utilities Campany as a ptanmag analyst. In 

12 1989, I b^an employment with the Indiana Utility ReguJatOTy Comtmssion as a senior 
i 
I 

13 engineer. From 1992 until mid-1998 J was employed by SVBK Consulting Groiq>,\rfierc 
14 held several positions as a consultant focusing principally on utility rate mattan I was hired 

i 

15 by Cinergy Services, Inc., in 1^8, as an Economic and Financial Specialist in the B i v ^ ^ 

16 and Forecasts Department In -1999,1 was fMomoted to the position of Manager, Hnandal 
i 

17 Forecasts. In August 2003,1 vpas named to the position of Director-Rates. OnDecemb^ 
i 

18 1, 2009,1 took the position of General Manager and Vice Presid^it of Rates, Ohio and 

19 Kentucky. | 
I 

20 Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE THIS COMMISSION? 

21 A. Yes. 1 have presented testimony on numerous occasions before the Public Utilities 

22 Commission of Ohio (Commis$ion) and various other state, local, and federal regulators. 



1 Q. PLEASE SUMMARIZE Y0UR DUTIES AS GENERAL MANAGES AND VICE 
i 

2 PRESmENT OF RATES, OfilO AND KENTUCKY. 
I 

3 A. As General Manager and Vice iPresident of Rates, Ohio and Kentucky, I am responsible for 

^ the preparation of fmandal and accounting data used in die retafl rate filii^ for Duke 

5 Energy Ohio. Inc. (D\3ke Energy Ohio OT Compaay) and Duke Energy Kentucky, Inc., 

i 
5 petitions for changes in fuel i cost adjustment ^tors , and various other rate reoov^ 

j 
7 mechanisms in Ohio and Kentucky. 

i 

8 Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING? 
i 

9 A, The purpose of my testimony is to describe the accounting procedures Duke Eiietgy Ohio 
10 used to determine the initial rate of the Storm Recovery Rider (Rider DR - Stonn Recoveiy 

i 

11 Rider) that is the subject of the^ proceedings. 

H, DISTRIBUTION RATE CASE 

12 Q. DESCRIBE RIDER DR AS ORIGINALLY PROPOSED IN THE COMPANY'S 

13 MOST RECENT DISTRffiUTION RATE CASE. 
i 

14 A. In its Application for a retail electric distribution rate increase. Case No. 08-709-ELrAIR, et 

15 al, Duke Energy Ohio proposed a new distribution rider (Rider DR). The objective of the 

16 Company's proposal to impl^ent Rider DR was essentiaUy to recover the co^ of 

17 distribution-related service. The initial proposal would have allowed the Company to 

18 annually track revenue requirbments for distribudon-related operatiDg and maintenance 

19 (O&M) costs and distribxttion-r l̂atcd investment in plant 

20 Rider DR, as initially! proposed in the distribution late case, would have also 

21 provided a mechanism to recover most of the Coinpany*s costs associated with its electric 

2 2 SmartOrid proposal. 



1 Q. DID THE COMPANY MODIFY ITS PROPOSAL REGARDING RIDER DR? 

2 A. Yes. As a result of fee Scptoiber 14, 2008, windstorm, Duke Energy Ohio incurred a 

3 significant level of expenses tp restore distribulion service witibin its service territory. On 

4 December 22,2008, the Company filed an application for authority to defer restoration costs 

5 associated wiA the September '14,2008, windstorm and to establish a recovery mechanism 

6 for the deferred costs. i 
i 

7 Also, on October 27,2008, the Company and the parties to the C(Hnpany*s Electric 

8 Security Plan (ESP) case, Cast No. 08-920-EL-SSO, et al., s ^ e d a stipulation uhimately 

9 ^proved by the Commission t̂ jat, amoi^ other things, provided for an explicit rider for AK 

10 Company's electric SmartOrid program. This rider would become Rider DR-IM 

11 (Distribution Reliability - Infrafetructure Maintenance). 

12 The December 22, 2008, applicadcMi for deferral of the wmdstorm costs also 

13 included a request to revise th^ initial Rider DR and, in its place, jMoposed that Rider DR 

14 recover only the deferred restoration costs associated with the September 14, 2008, 

15 windstorm. ! 

16 Q. IS THE COMPANY REQUESTING RECOVERY OF ALL OF ITS STORM COSTC 
i 

17 FOR 2008? I 

18 A. No. Although, the Company incurred significant expenses for other stonn events (hiring 

19 2008, it is only seeking to recover the costs associated with the Septcanber 14, 2008, 

2 0 windstorm. It should be noted "that stoim restoration costs, excluding those associated with 

21 the September 14,2008, windsform, were also more than the amoimts included in base rales. 

22 ! 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

WHAT LEVEL OF STORM COSTS WAS THE COMPANY RECOVERING IN FES 

RETAIL ELECTRIC DISTRIBUTION BASE RATES DURING 2008? 

The electric distribution rales in effect durii^ 2008 were based on &e rev^n^ requirranent 

established in Case No. 05-059-EL-AIR, v̂ îich used the twelve months ending Septcanber 

30.2005, as the test year. The test year in that case was based on three months of actiiml 

data, October L 2004, tbrou^ December 31, 2004, and nine months of budgeted data, 

January 1,2005, through September 30,2005. So, the amount of storm costs hicluded in tl^ 

test year revenue requirement;would be ttie sum of actual stonn costs for the first three 

months of the test period, approximately $210,000\ and the budgeted amounts for the next 

nine months. Actual storm coits are tr^ked separately but, traditionally, the Company has 

not budgeted storm costs sepacalely. Typically, storm costs are just one oon̂ KvDent of the 

overall distribution costs and ^ segregated for budgeting purposes. Consequ«itly, it is 
i 

only possible to estimate the amount of storm costs in base rates usmg historical stoim cost 

data (which is tracked) that would have been averaged. The table below shows histtmcal 

storm cost data and historical dto for Account 593 (Maintenance of Overhead Unes). 

Year 
200] 
2002 ; 
2003 
2004 

1 

4-Year AVE 
; 

2008 Actual'̂ ^ i 
(a) — . ; — ' 

- W m i n M C i a ^ 

Storm Related 
DistributioD O&M 

$1,911,127 
1,659314 
1.825,880 
1,927,136 

$1,830,864 

$5360,922 

• ::;;:i;.;;;;::;:--:.:|;;::|.;>;^^ 

Account 593 
$14,854,291 

12.620,328 
14,610,190 
18.887,847 

$15,243,174 

$27,845,701 
Excluding costs relaied lo Hurricane Ike 

Combining the actual costs for the first teee months of the test year, $210,000, and a pro 

The Company provided this figure in resporise lo discoveiy m Case No. 08-709-EL-AIR, etnL {Staff-DR-!7-4X)l)L 

4 



1 rata share of ttie budgeted amoiunt for 2005 ($1,830,864 * 9 -*• 12), a reasooal^e esthnate of 

2 storm costs included in base r^tes for 2008 is approximately $1,583,148. The table above 

3 undeniably shows that actual I storm costs for 2008, excluding the September 14. 2008, 

4 significantly exceed recovery of storm costs in base rates. Consequoatly, all of flie stacm 

5 restoration costs associated wiih the September 14,2008, windstorm are increoKiHtal to the 

6 storm costs being recovered in base rates. 

7 Q. WHY BID YOU INCLUDE >.CCOUNT ^ 3 IN YOUR SUMMARY TABLE? 

8 A. Only to further illustrate the magnitude of stonn costs incurred during 2008. Most of the 
i 

9 distribution-related storm rest(»^on costs are reflected in Account 593, Maintenance of 

10 Overhead Lines. Overfiead lilies are typically the area of focus m stonn repdis. The test 

11 year amounts for Account 593 approved in the Company's last two electric cases. Case No. 

12 05-59-EL-AIR and Case N<i. 08-709-EL-AIR, were $18,582,206 and $21,709,094, 
I 

13 respectively. In 2008, the Company recorded $27,845,701 in Account 593, exchiding any 

14 costs related to the September 14,2008 windstorm. 

15 The Company's Deceinber 22, 2008, deferral request included $^,219,717 of 

15 expense just for costs recorded in Account 593. To illustrate tiie intact of the Septanber 

17 14, 2008, windstomi, if the (pompany had deferred these costs, the 2008 Accoixnt 593 

18 expense would have been $56,065,418, which is ahnost $30 million more Aan any year 

19 since 2005 or almost $40 million more than the amount approved in the two prior cases. 

2 0 Following the logic discussed above, the fact that actual expenses for Account 593 for 2008 

21 (which exclude the September J4.2008, windstorm) significantly exceed the amounts being 

22 recovered in rales for Account 593, it is inarguable that all of the costs related to tfie 

2 3 September 14, 2008, windstortn are iiicremental to amoimts that were b̂ xD% recovcied in 



rates. = 

WHAT IS THE STATUS O t THE COMPANY'S REQUEST TO MODIFY RIDER 
t 

DR? 

On January 14, 2009, the Commission approved the Company's December 22, 2008, 

Application to defer O&M costs fiom the Scptanber 14,2008, windstorm. M that time, the 

Company recorded a joumal e^try to defer Ihe distribution and related O&M costs faKumsd 

to repair the damage caused by Hunicane Ike. Attachment WDW-1 is a summary of the 

amount included in Duke pnergy Ohio's re^atory asset account to reflect the 

Commission's January 14, 20Q9, Order. Since that time, the Company has also recorded 

carrying costs at the most recently approved Icmg-teraj debt rate. Page 2 of AttacbiMitd 

WDW-1 shows the monthly transactions to record the apjHOved canyii^ costs. 

DID THE COMMISSlbN MAKE A FINDING REGARDING THE 

REASONABLENESS OF Tib; DEFERRED STORM COSTS OR THE MEANS OF 

RECOVERY? i 
i 

No. In the same order, the Cortimission explidtly stated that the reascmabi^iess of tiie costs 

and the means of recovery Would be determined in a future proceeding before the 
i 

Commission. When the Commission issued its Order in the distribulion rate case. Case No, 

08-709-EL-AIR, et a i , it approved Rider DR but set the rate at zero. The rate will reanain al 

zero until the Commission issuds an ord^ in this instant proceeding. 

ARE YOU ATTESTING TO THE REASONABLENESS OF THE DEFERRED 

COSTS? 

Although I can attest that the Company af^lied the appropriate carrying cost r ^ to the 

2 3 monthly balance of the regulatory asset. Company witness James E. Mdiring will testify 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

Q. 

A. 

Q. 

A. 

Q. 

A. 



1 that the costs incurred by the dompany to perform the repairs fitim the September 14,2008, 

2 windstorm were both reasonable and fmidently incurred. 

3 Q. DESCRIBE THE TYPES OF COSTS THE COMPANY IS PROPOSING TO 

4 INCLUDE IN RIDER DR. ; 

5 A. The O&M accounts listed on i Attachment WDW-1, page 1, only reflect the distributxny 

6 related expenses for which the 'Company is seeking recovery in this rider filing. Gen^aUy, 

7 the accounts are the distributioii O&M expenses, those accounts raraibercd between 5 80 and 

8 598, payroll taxes associated with the labor costs (as recorded in Accoimt 408) and certain 

9 administrative and general accounts including labor, office siq^lies and expenses, bwKfits 
i 

10 and other administrative and gbneral accounts used to record storm restoration costs. The 

11 only other costs the Conq}any is seeking to recover via Rider DR are the carrymg costs on 

12 the imrecovered balance of the deferral (or regulatory asset). 

in . PROPOSE^ RIDER DR RATE CALCULATION 

13 Q. HOW DOES THE COMPANY PROPOSE TO RECOVER THE DEFERRED 
j 

14 STORM COSTS? 
i 

15 A- Duke Energy Ohio proposes Ithat the Rider DR rates be developed in a mannCT that 

16 minimizes ratepayer impact while still allowing the Company a reasonaWy timely recovery 
• 

17 period. With thai objective inlrmnd, the Company is proposing to spread the recovery of 

18 Rider DR costs over a three-year period and implement the rate on a per bill basis usmg the 

19 cost of service fi*om Case No. Q8-709-EL-AIR to appropriately allocate the costs among the 
i 

2 0 rate classes. ! 

21 Q. WHY DID YOU CHOOSE TjHREE YEARS FOR THE RECOVERY PERIOD? 
i 

22 A. Arguably, this period is somewhat arbitrary but it is the same period used in the Company's 



1 prior retail electric distribution ;Bnd gas retail rate cases to amortize rate case expeme^ which 

2 is based on an estimate of the historical period betwe^ general rate cases. A three-year 

3 period also keeps the rate lowet than it would be with a one-year recoveiy period and results 
i 

4 in less carrying costs than wou|d be accrued in a five-year (or loiter) recoveiy p«iod. 

5 Q. HAVING SELECTED THE PERIOD OF RECOVERY, HOW DO YOU PROPOSE 

6 TO CALCULATE THE RATE? 
7 A. The objective is to develop a rate that, wb«i applied to projected billing detennmants, will 

8 fully recover the deferred codts. As Rider DR revenue is collected, the balance of the 
I 

9 regulatory asset is credited and thus reduced; however, because canying costs are acoiied 

10 monthly on the unrecovered balance, rt is necessaiy to calculate esscDtially an amodizBtion 

11 table of the revenue reqiDieWnt in a manner similar to an amortizatic^ of a loaa 

12 Attachment WDW-2 provide^ a summary showing the annualized revenue reqiniement 

13 based on a three-year recovery period 
I 

14 In Attachment WDW-i, I use spieadsbeet tools to solve for the monthly revenue 

15 required which, \^en amortizcid against the balance of the r^iulatoiy ass^ will resiik in a 

i 
16 $0 balance at the end of the perjod, i.e., December 31,2012. 

17 Q. HOW DO YOU PROPOSlp: TO ALLOCATE THE ANNUALIZED REVENUE 

18 REQUIREMENT TO THE VARIOUS RATE CLASSES? 

19 A. The Company's most recent electric distribution rate case mcluded a cost of service study 

20 that provided allocation Victors used to spread O&M costs, by account, to Ihe various rate 

21 classes. Because all of the costs to be included in Rider DR are distributioia-relaced, it is 

2 2 appropriate to use a standard diktributicm allocation &ctor to al locs to the various customer 

23 classes. Following that reasoiyng, 1 propose to use the allocation factor teed on the class 



1 system peak (ie., the average; of the twelve monflily comcident peaks). Ultimately, this 

2 methodology results in a fair lallocation of costs among the rate classes andi produces an 

3 armualizedrevent^ requirement for each rate class that can be used to calculate the u l t^ 
i 

4 rates for Rider DR. i 
j 

5 Q. Dm THE COMMISSION ^ P R O V E THE COST OF SERVICE STUDY USED IN 

6 CASE NO. 0S-709-EL-AIR, k lAL'} 

7 A. Not explicitly. The Commission's order sq>[noved a sctflonent readied by the parties m the 
j 

8 case that mcluded a setdwnem on the allocation of revenue requirements. The cost of 
j 

9 service study mcluded in the Gotnpany's q)plJcation was not the subject of any controverey 

10 and no party to the case oScre^ any objectitm to tiie alkicaticm Actors propoEted in the case. 
• 

11 Therefore, it is reasonable to c6nchide that there is no opposition to the proposed allocation 
i 
i 

12 factors for establishing the proffosed Rider DR chaî ges. 

13 Q. ARE ANY RATE CLASSES ̂EXCLUDED FROM THIS CALCULATION? 

14 A. Transmission service (Rate TSi customers are excluded because aU of the costs included m 

15 the storm cost deferral relate ^cluavely to repauing the Corapany*s distribwtiMi system, 

16 Consequently, Rate TS custcsneis are exchided as these customers arc excluded bom any 

17 distribution allocation Actors i^ the cost of service stody. 

18 Q. ONCE THE ANNUALIZED^ REVENUE REQUIREMENT WAS ALLOCATED TO 

19 THE RATE CLASSES, HOW DID YOU CALCULATE THE RIDER DR RATE? 
i 
i 

20 A. While any number of alternatives can be fonnulated to design Ihe Rider DR rates, the 
j 

21 Company is proposing to hnplement Rider DR as a per bill charge to all customers. 

22 Essentially, the annualized revenue requirement for each customer class is divided by the 

2 3 number of accounts and d i v i ^ agam by twelve (12) to determine the monthly per bill 



1 charge to recover for all custon&eax. Attachment WDW-3 illu£totes tiie calculatkns used to 

2 develop the proposed Rider Dli charges and Attachment WDW-4 is the pressed Rider ER 

3 (Storm Recovery Rider) tariff rbflectmg these rates, 
j 

4 Q. ARE YOU PROPOSING AT^ TRUE-UP OF RIDER DR? 

5 A. No. First, applyn^ the chaise MI a per bill baas minnnizes the likelihood of being 
i 

6 significantly over- or under-poUected during the three-year p^od. Unlike charges 
i 

7 calculated on a per kilowatt-hour basis (such as fuel cost), customer count is Mrly 

8 predictable over a relatively shbrt p^od such as three years. Because the Rider DR rate is 

9 rounded to the nearest penny ahd because there may be di^erences in projected and actual 

10 numbers of customer bills, it isjunprobable that the balance of the regulatOTy asset at the end 

11 of the three-year period will bd exactly $0. However, any ova*- or under-collecticm :^uld 

12 be negligible to the point that itjwill be unpractical to att^npt any true up after the period. 

13 Nevertheless, at the eind of the three-year period being proposed h ^ ^ tiie 

14 Company will provide the Commission, via a letter filmg in this docket, a wihedule detailing 
i 

15 the monthly balances of tiie rc^atory asset, showing the amortizaticMi of the asset as Rider 

16 DR revenue is billed, the accriials generated by ^iplying the canying cost rate, and tiie 

17 ending monthly balances. ! 

IV, CONCLUSION 

IB Q. WERE ALL OF THE SCHEDULES YOU SPONSOR PREPARED BY YOU OR 

19 UNDER YOUR DIRECT SuipERVISlON? 
20 A. Yes. 

21 Q. DOES THIS CONCLUDE YOUR PRE-FILED DIRECT TESTIMONY? 

22 A. Yes. i 

10 



Duke Energy Ohio 

Rider DR Summary 

Case No. Og-XXX-EUATA 

Journal Entries to Create Regulatory Asset 

Attachment WDW-1 

Page lo fZ 

Account 

Number Account Title ][ Debit ][ Credit 

408-1 Taxes Other Than Income Tax^s 

5S1 Distribution Load Dispatching \ 

588 Misceitaneous Distr{butk>n Expense 

592 Distribution Maintenance of Staition Equipment 

593 Distribution Maintenance ol Overhead Lines 

912 Demonstrating and Selling Expenses 

920 Administrative and General Salaries 

921 Office Supplies and Expenses ; 

923 Outskje Services Employed | 

926 Employee Pensions and Benefis 

930 Miscellaneous General Expenses 

$660,852 
1.461 

4 

236.310 

27,667,846 
587 

3.900 

45.486 
975 

2,074,229 
802 

$30,682,461 

182.3 Other Regulatory Assets $30,682,461 
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Attachment WDW-4 

P.U.C-O. Electric No. 19 
Sheet No. 70.1 

Dulte Energy Ohio Cancels and Supersedes 
139 East Fourth Street Original Sheet No. 70 
Cincinnati, Ohio 45202 Page 1 of 1 

RIDER DR 

STORM RECOVERY RIDER 
i 
i 
I 

APPLICABILITY | 
Applicable to alt retail jurisdictiona] cbstomers In the Company'B electric service areas. 

STORM RECOVERY RIDER I 
AH retail jurisdictional customers sh^ll t̂ e assessed a monthly charge to recover the revenue 
requirement associated with costs incurred by the Company due to Hurricane Ike. 

For all customers, these rates are effective t>eginning with the first billing cycle of January 
2010 and end on the last billing cycli of December 2013. 

Tariff Sheet Charoe 
i 

Rate RS, RSLI. ORH.TD, CUR. RS3P 
RateDS 
Rate EH 
Rate DM 
Rate GSFL 
Rate DP 
Rate TS 
Rate SL. TL 

' 
i 
1 

i 

j 

OL, NSU. NSP. SC. SE. UOLS (per lighting unit) 

$ 0.71 
$ 15.64 
$ 9.96 
$ 0.75 
$ 6.15 
$36116 
$ 0.00 
$ 0.07 

Issued Pursuant to an Order dated In Case No. before the Public Uilrtiee 
Commission of Ohio. 

Issued: Effective; 

issued ty Julie Janson. President 
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I. INTRODUCTION 

1 Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

2 A. My name is William Don Wathen Jr. My business address is 139 East Fourth Street, 

3 Cincinnati, Ohio 45202 

4 Q. ARE YOU THE SAME WILLIAM DON WATHEN JR. WHO 

5 PREVIOUSLY SUBMITTED DIRECT TESTIMONY IN THESE 

6 PROCEEDINGS? 

7 A. Yes. 

WHAT IS THE PURPOSE OF YOUR SUPPLEMENTAL TESTIMONY? 

On February 23, 2010, the Staff of the Public Utilities Commi^ion of Ohio 

(StafO issued its Comments relative to Duke Energy Ohio, Inc.'s (Duke Energy 

Ohio or Company) Application to EstabHsh and Adjust the Initial Level of its 

Distribution Reliability Rider (Application). Comments were also filed by 

Intervenors, The Kroger Co. (Kroger) and the Office of the Ohio Consumers' 

Counsel (OCC). My Supplemental Direct Testimony will respond to several of 

the comments filed by Staff, Kroger, and the OCC. 

PLEASE DESCRIBE THE ATTACHMENTS TO YOUR 

SUPPLEMENTAL DIRECT TESTIMONY. 

18 A. The attachments to my Supplemental Direct Testimony are essentially updated 

19 schedules to reflect the impacts of (1) certain adjustments recommended by the 

20 Staff and Intervenors, (2) a proposed change in billing the rider for certain non-

21 residential customers, and (3) the additional carrying charges that have 
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1 compounded on the regulatory asset balance since the time the schedule was 

2 originally created. 

Ih COMMENTS OF THE STAFF 

3 Q. PLEASE SUMMRIZE THE STAFF'S COMMENTS IN RESPECT OF DUKE 

4 ENERGY OHIO'S APPLICATION. 

5 A. Staff conducted a thorough and extensive review of the expenses incurred by 

6 Duke Energy Ohio in responding to the outages caused by the remnants of 

7 Hurricane Ike. The documents provided to Staff and Intervenors included 

8 material requisitions, invoices and supporting documents, such as time sheets, 

9 from contractors retained by the Company for storm restoration purposes, and 

10 time sheets of employees of Duke Energy Ohio and its affiliated companies. 

11 Based upon its detailed review. Staff concluded that certain invoices were not 

12 applicable lo the Ohio restoration efforts and, instead, were related to similar 

13 efforts then underway in Kentucky and Indiana. Staff thus recommended that the 

14 Company remove a total of $46,886.32 for non-jurisdictional work. 

15 Staff also recommended that Duke Energy Ohio make adjustments for 

16 straight-time labor and associated overhead for Ohio employees. Staff reasoned 

17 that these expenses constitute normal operating expenses that were already 

18 reflected in base rates. These recommended adjustments total $986,244.62. Staff 

19 otherwise found that the storm expenses to be recovered by the Company were 

20 reasonable. 

21 Finally, Staff recommended thai the Company provide it with an annual 

22 report showing the yearly balance and activity in the regulatory asset. This last 
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1 recommendation was to assist the Staff in ensuring that the balance of the 

2 regulatory asset slays on schedule to be at $0 by the end of the three-year 

3 amortization period. 

4 Q. WHAT IS THE COMPANY'S RESPONSE TO THE 

5 RECOMMENDATIONS DESCRIBED ABOVE? 

6 A. Duke Energy Ohio accepts Staffs recommendations and has agreed to reduce its 

7 request for those costs described in the Staffs comments. Duke Energy Ohio will 

8 provide Staff with annual reports reflecting the yearly balance and activity in the 

9 regulatory asset. In addition, the Company is willing to true-up Rider DR upon 

10 the end of the three-year recovery period if the Commission deems the balance of 

11 any over- or under-recovery to be material. However, because of the manner in 

12 which the Company is proposing to bill customers for this charge, it is likely that 

13 ending balance will be immaterial. 

14 Duke Energy Ohio also agrees to the recommendations made by Staff 

15 concerning Duke Energy Ohio labor. However, based on additional review of the 

16 Staffs proposal, the Company recommends additional adjustments for 

17 supervisory and service company labor provided for or on behalf of Duke Energy 

18 Ohio and other miscellaneous items totaling $293,767.65. The Company agrees 

19 to make total adjustments of $1,326,898.59 to its original request, which results in 

20 a starting balance in the regulatory asset for the wind slorm of $29,355,562. 
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HL COMMENTS OF THE KROGER CO. 

1 Q. PLEASE SUMMARIZE KROGER'S COMMENTS IN RESPECT OF DUKE 

2 ENERGY OHIO'S APPLICATION. 

3 A. Kroger stated that it did not object to the Company recovering reasonable costs 

4 incurred in responding to the 2008 windstorm and Kroger did not recommend any 

5 further adjustments, or reductions, to the total expenses incurred by the Company. 

6 Kroger's comments focused on the allocation of the costs between classes and the 

7 "per bill" recovery mechanism proposed by Duke Energy Ohio. In addition, 

8 Kroger also clarified that is disagreed with Duke Energy Ohio's assertion that no 

9 other party in Case No. 08-709-EL-AIR, et al. objected lo its proposed allocation 

i 0 factors. 

11 Q. WHAT IS YOUR RESPONSE TO KROGER'S COMMENTS 

12 REGARDING THE ALLOCATION OF COSTS? 

13 A. The Company is willing to modify its request insofar as it concerns the use of a 

14 per bill customer charge. Kroger's proposal lo bill costs allocated on demand 

15 using a demand billing determinant is reasonable in this instance. Therefore, for 

16 those customers taking service under tariffs that charge based on demand, Rider 

17 DR will be on a "per kW" basis. This change has no impact on the relative 

18 allocation between classes but will slightly shift the impact of Rider DR among 

19 customers within those affected rate classes. 
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1 Q. IF THE COMPANY'S ORIGINAL ALLOCATION WAS FAIR AND 

2 REASONABLE, WHY IS IT AGREEING TO ALLOCATE ON A "PER 

3 kW" BASIS FOR CERTAIN CUSTOMERS? 

The Company continues to believe that the recovery mechanism described in my 

Direct Testimony is fair and reasonable and that because of some unique 

characteristics of Rider DR, a per bill charge for all customers is reasonable. 

Compared to a total bill, the impact of Rider DR will be less than 1% for 

all customers. Because the charge is so small, the Company proposed that a per 

bill charge would be reasonable for all customers. However, Duke Energy Ohio 

acknowledges the legitimate concem from Kroger and is willing to accept the 

alternative billing basis that it proposed. 

IV, COMMENTS OF THE OCC 

PLEASE GENERALLY SUMMARIZE THE OCC'S COMMENTS IN 

RESPECT OF DUKE ENERGY OHIO'S APPLICATION. 

Insofar as it concerns the costs for which Duke Energy Ohio is seeking recovery 

through Rider DR, the OCC's comments primarily focus on the allocation of 

restoration costs, and associated labor, between capital and operating and 

maintenance (O&M) expenditures, depreciation of assets, and overtime. The 

OCC also unfairly criticizes the Company's response to the storm. Here, I 

address some of the OCC's comments that are financial in nature. 
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1 Q. THE OCC CONTENDS THAT THE EMPLOYEE BENEFITS CHARGE 

2 APPEARS EXCESSIVE GIVEN THE NUMBER OF CONTRACTORS 

3 RETAINED IN THE RESTORATION EFFORTS. DO YOU AGREE 

4 WITH THIS STATEMENT? 

5 A. No. Significantiy, employee benefit charges were applied only lo Company labor, 

6 not contractor labor. However, consistent with its position relative to Staffs 

7 Comments, Duke Energy Ohio has removed from its request straight-time labor 

8 and associated fringe benefits for Ohio employees. As a result, only incremental 

9 labor costs, and associated fringe benefits allocated to the wind storm, remain in 

10 O&M for the 2008 wind storm restoration efforts. 

11 Q. THE OCC CHALLENGES THE DEPRECIATION METHODOLOGY 

12 EMPLOYED BY DUKE ENERGY OHIO RELATIVE TO REPLACED 

13 ASSETS. DO YOU AGREE WITH THIS STATEMENT? 

14 A. No. Duke Energy Ohio follows composite depreciation accounting, a method that 

15 has been historically used and approved by the Commission in prior rale cases. 

16 The composite method of accounting does not recognize losses on assets retired 

17 prior to their estimated life. A characteristic of this procedure is that the cost of 

18 plant retired prior to the average service life is not fully recouped at the tiine of 

19 retirement, whereas the cost of plant retired subsequent to average life is more 

20 than fully recouped. Over the entire life cycle, the portion of cost not recouped 

21 prior lo average life is balanced by the cost recouped subsequent to average life. 

22 Subtraction from rate base for the depreciation remaining on assets removed 

23 would be inconsistent with composite depreciation accounting and previous 
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1 Commission approval of this method. Further, Duke Energy Ohio conducts 

2 periodic depreciation studies that analyze several components of the business, one 

3 of which is the over and under impacts of retirements in development of 

4 depreciation rates. Depreciation rates from these studies are approved by the 

5 Commission, 

6 Q. THE OCC COMMENTS THAT DUKE ENERGY OHIO IS ATTEMPTING 

7 TO RECOVER OVERTIME LABOR COSTS THAT ARE ALREADY 

8 INCLUDED IN BASE RATES. DO YOU AGREE WITH THIS 

9 STATEMENT? 

10 A. No. The amount of overtime in Duke Energy Ohio's current eleclric dislribufion 

11 base rales, as approved in Case No. 08-709-EL-AIR, et a i , is approximately $3.7 

12 million. Total electric distribution overtime actual charges for 2008, excluding 

13 the 2008 wind slorm, were $5.3 million. Thus, without any consideration to the 

14 wind slorm, the actual overtime expense incurred by the Company in 2008 

15 exceeded the amount included in base rates. 

16 Total electric distribution overtime charges for 2008, including the 2008 

17 wind slorm, were $8.8 million. Of this amount, $3.5 million was related to the 

18 wind storm restoration efforts. Therefore, the amount of storm-related overtime 

19 requested in the current proceeding is undeniably incremental to the overtime 

20 collected in base rates. 
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1 Q. IS THE COMPANY SEEKING TO RECOVER ALL INCREMENTAL 

2 OVERTIME FROM 2008 THROUGH THIS PROCEEDING? 

3 A. No. Duke Energy Ohio is only asking for recovery of the incremental overtime 

4 associated with the 2008 wind storm. The Company is not seeking to recover any 

5 other incremental overtime from 2008 in this proceeding. 

V. CONCLUSION 

6 Q. ARE THERE ANY OTHER ADJUSTMENTS THE COMPANY WOULD 

7 LIKE TO MAKE TO ITS OVERALL REQUEST? 

8 A. Yes. In the course answering the extensive discovery submitted in this 

9 proceeding, the Company determined that it applied a formula for estimating 

10 fringe benefit costs on overtime labor that inappropriately included certain costs 

11 as incremental that were not truly incremental. A common method for 

12 determining the amount of fringe benefit costs that should be allocated lo a dollar 

13 of labor is lo apply a "loading" rate. The loading rate includes such items as 

14 payroll taxes, medical insurance, etc. For an item such as medical insurance, the 

15 Company's cost does not vary with the level of overtime. Because, as described 

16 above, the overtime charged to the wind storm is all incremental to the amount in 

17 base rates, all of the fringe benefits charges that were allocated lo the overtime 

18 costs should be excluded from the requested amount for recovery via Rider DR. 

19 The impact of this change reduces the beginning balance of the regulatory asset 

20 by $800,461. Finally, the Company made a number of other miscellaneous 

21 adjustments that total $81,858. 
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1 Q. AS A RESULT OF ALL THE ADJUSTMENTS DESCRIBED ABOVE, 

2 HAVE YOU REVISED THE ATTACHMENTS TO YOUR DIRECT 

3 TESTIMONY FILED ON DECEMBER 11,2009? 

4 A. Yes. 

5 Q. PLEASE EXPLAIN THESE REVISIONS. 

6 A. Attachment WDW-1 to my Direct Testimony reflected the summary of the 

7 amount included in the Company's regulatory asset account, consistent with the 

8 Commission's Entry of January 14, 2009. This attachment also summarizes the 

9 monthly transactions to record approved carrying charges. Supplemental 

10 Attachment WDW-1 reflects this same information but as revised consistent with 

11 the adjustments described above. 

12 Attachment WDW-2 was modified fi-om my Direct Testimony to reflect 

13 the updated balance from Supplemental Attachment WDW-1 and to reflect the 

14 additional carrying costs that are expected to accrue at least until July 1, 2010, 

15 which is the date the Company is requesting that the Rider DR become effective. 

16 Any change lo the dollar amount of the request or the starting date for recovery 

17 will require revisions lo Supplemental Attachment WDW-2, 

18 Attachment WDW-3 to my Direct Testimony reflected the Company's 

19 cost allocation and rale calculation for Rider DR. Attachment WDW-4 calculated 

20 the tariff rates reflecting the monthly charge, by class, for Rider DR. I have 

21 revised both of these attachments consistent with the revisions to the balance for 

22 the regulatory asset and lo reflect the change in billing basis for certain non-
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1 residential customers. The revised documents are attached as Supplemental 

2 Attachment WDW-3 and Supplemental Attachment WDW-4, respectively. 

3 Q. WHAT IS THE FINAL BALANCE THAT THE COMPANY PROPOSES 

4 TO COLLECT FOR RESTORATION COSTS RELATED TO THE 

5 HURRICANE IKE WINDSTORM? 

6 A. After considering various adjustments recommended by the Staff in its Comments 

7 and additional Company adjustments as described above, the revised balance in 

8 the regulatory asset account proposed for recovery is $28,473,244. 

9 Q. DOES THIS CONCLUDE YOUR SUPPLEMENTAL DIRECT 

10 TESTIMONY? 

11 A. Yes. 
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SuppleiDeRtslAnsclimnlWDW- 1 

Duke Ener^ Ohio 
Rider DR Summary 
Case No. 09-1946-EL-RDR 
Journal Entries to Create Re^la ta ry Asset 

Account 
Number 

408.1 
581 
5S6 
'592 
593 
912 
©20 
921 
823 

. 926 
' 930 

182,3 

182.3 

1 Account T»le j Debit | | CracSH j 

Taxes Other.Than Income Taxes 
DfstrltHitbn load Dfspatclwig 
Miscellaneous Distrtbuaon Expense 
Distribution Maintenance of Station Equipment 
Distribution Maintenance of Overhead Lines 
OemonstraSng and Selling Expenses 
Administrative and General Sabnes 
O f l ^ 6uppQes and Expenses 
Outside Services Employed 
Employee Pensions and Benefits 
Miscelianeous General Expenses 

Staff Recommended AcQustments 

Additional Adjustments by Company 

^ 6 0 , 8 ^ 
1.461 

4 
236,310 

27.657.S46 
• 587 
3.909 

45,4^ 
975 

2.074.229 
802 

(1,033,131) 

{1.176.086) 

$28,473,244 
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OCO'y 
Duke Energy Ohio 

Case No. 09-1946-EL-ATA 
OCC Sixth Set Production of Documents 

Date Received: March 24,2010 

OCC-POD-06-039 

REQUEST: 

Mr. Mehring's testimony at page 6 states that the storm "necessitated a total of 31,880 splices:" 

If none of the documents provided to OCC or the Staff in discovery have include documentation 
of the 31,880 splices please provide documentation that reflect the completion of these splices 
including; 

a. The general locations in which the splices were completed; 

b. The identity of the teams who completed these splices; and 

c. The time consumed in completing these splices. 

RESPONSE: 

No records exist that contain the level of detail requested in subparts (a) - (c) above. The 
Company's normal business practice is such that it does not document the detailed information 
referenced in this Request for Production of Documents. Answering further and in the spirit of 
discovery, please see STAFF DR-04-001 (Material Charges.xls), which references the quantity 
of splices. 

PERSON RESPONSIBLE: N/A 



Duke Energy Ohio 
Case No. 09-1946-EL-ATA 

OCC Sixth Set Production of Documents 
Date Received: March 24,2010 

OCC-POD-06-040 

REQUEST: 

If none of the documents provided to OCC or the Staff in discovery have included 
documentation of the 942 cutouts, please provide documentation that reflects the completion of 
these cutouts, including: 

a. The general locations in which the cutouts were completed; 

b. The identify of the teams who completed these cutouts; and 

c. The time consumed in completing these cutouts. 

RESPONSE: 

No records exist that contain the level of detail requested in subparts (a) - (c) above. The 
Company's normal business practice is such that it does not document the detailed information 
referenced in this Request for Production of Documents. Answering further and in the spirit of 
discovery, please see STAFF DR-04-001 (Material Charges.xls), which references the cutouts. 

PERSON RESPONSIBLE: N/A 
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THE PUBUC UnUIIES GCAIMSBION OF OHIO 

IntheMatteroftheApplkationofDuke ) QweNa08-709-Blr^Al^ A ^ ^ 
Energy OMo for Autiiiity to ChMige ) 08-710-EL-AAH A-T'Ar 
Accounting MedMHls. ) 0»-7il-ElrAAM 

FINDING AND ORDER 

The Comunissioii finds: 

(1) Duke Energy Ohio (DE<Xdo or the Qnxqpany) is an Ohio 
cocporatloiv engaged in the buskvess of providing dectric 
genenition, transmisdon and distritrntion service to cuflloinen in 
Ohio and, as sudv ^ a puUk utility as defined by Sections 
4905.02 and 4905.03(AK4), Revised Code, 

(2) On)u]y 25,2008, DE-(%io filed m application to Increase electric 
distribution rates under Case No. (»-7D9-Sl^A]R Within the 
context of the distribution rate case, DB-OhIo filed two other 
applications. SpedficaOy, DEOhlo requested audiority to 
change accounting oneOiods and defer costs associated vrith its 
future electric distribution investments under Case No. 08-711-
EL-AAH and for authority to implement a new tariff rider 
caUed Distribution Eider (lUder DR) to recover Oiese inveslsnents 
under Case No. 08-710-BL.ATA, 

(3) On July 30, 2008, DE<%io filed its Electric Security Flan (B5P)r 
CaseNo.0&420-BL«6O. WlAin the context of the ESP caseŝ DB-
Ohio filed sixnilar appUcations, Case No. 08-921*EL-AAH 
seeking auOiority to defer the sane costs associated with its 
future electric dlstrantion investments ftat were requested in 
the distribution rate case discussed above, and Case No. 
08-923-EÎ ATAr for a new Distribution Rider Infraatroetuxe 
Modernization (Rider DR-IM) ^ndlar to flie mechanism 
requested in this proceeding referred to as Rider DR. 

(4) Oti October 28, 2006, a Stipulatkm and Recommendation was 
filed in Case No. 08420-EL^SO which, among other t h i r ^ 
agreed to the creation of Rkkr DR-D4 for die iznpkmentatkm (rf 
an advanced SmartQld technology and deferral (rf costs related 

tliifl Ln to c«trtlfY that the Images appftariag ar« aa 
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to SxnartGrid investment The ComnuBaion approved tiie 
Stipulation and Recommendation in an Opinion and Order dated 
December 17,2008. 

(5) On December 22, 2008, DE-Ohio filed a motion seeiking 
additional Commission authority to change accounting metinxls 
to defer and create a regulatory asset for actual O&M storm. 
restoration costs incurred and carrying charges resulting from 
tiie September 14,2008, Hurricane Ike wind stonn. DE-Ohio also 
requests approval to narrow the scope of the Rider DR to just 
those incremental O&M expenses and carrying charges related to 
stonndamage. To avoid confusion in the naming of other riders, 
DE-Ohio proposes to diange the narne of Rider DR to Rider "DR^ 
IKE .̂ The initial level of Rkler DR-IKE to be approved in tiiese 
proceedings would be zero. DE-Ohio proposes to tile Rider DR* 
IKE in 2009 and would indude an amortization erf these stonn-
related costs and carrying charges over three years. 

(6) The Applkaticm asserts tinat the storm restoration cc^ts tiiat DE-
Ohio has incurred have significantiy exceeded its average annual 
stoimrrelated costs. DE-Ohio estimates that its Hurricane Ike-
related expenses will be approximately $31 million, of whkh $3Q 
million are O&M costs and $1 million are capital-rekted 
expenditures. The costs tiiat DE-Ohio seeks authority to 
accumulate as a regulatory asset and to defer fcnr future recovery 
are the actual O&M costs incurred and carrying charges related 
to the September 14, 2008, wind-storm that exceeds the 
Company's stonn^related costs included in the test-year revenue 
requirement set forth in its July 25,2008, application to increase 
electric distribution rates under Case No. OS-TÔ EL-AOL Until 
the costs are fully recovered, DE-Ohio proposes to apply a 
carrying charge, based upon its most reoentiy approved average 
cost of long-term debt DE-Ohio proposes to amortize tiU 
accumulated regulatory asset over a period of tiiree years, to be 
recovered in a future application to set and adjust Rider DR-IKE 
The application asserts tiiat interested parties will have an 
opportunity for due process through a public hearing afioided 
by the Commission DE-Ohio proposes that the scope of such 
proceeding be limited to a review of the reasonableness of the 
calculation of the amount to be recovered. The application also 
proposes tiiat, if tiie Commission does not allow for such a 
deferral, witii carrying costs, D&Ohio will make tiie appropriate 
test-year adjustment to amortize the restOEraticm costs over three 
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years for recovery in a manner dmilar to rate case expense, 
providing the ac^ustment for storm cost along with proposed 
carrying charges does not result in a net increase to tiie 
Company's revenue requunment to a level above that set forfh in 
its July 25,2008, application to increase electric distribution rates 
under Case No. 08-709-EL-AIR. 

(7) On January 9,2008, ttie Ohio Consumers' Counsd (OCp filed a 
memorandum contra Duke's motic^ OCC argues that die 
Commission should dexij the motion on the ground that the 
identified storm costs are extraordinary and, therefore;, not 
representative of test-year expenses, OCC is thus concerned tiiat 
granting tiie motion will allow Duke to overrecover distribution 
costs in tiie future. OCC contends that the Ccnnmission may not 
autiiorize sin^e-issue adjustment clauses for costs recovered 
prior to 2009, 

(8) The Commission finds that the specific sê gment of the 
application that s o u ^ authority to modify the Companies^ 
accounting procedures to defer incremental O&M expenses 
associated with the September 14, 2008 wind storm, witii 
carrying costs, as modified herein, is reasonable and should be 
approved. 

(9) The determination of the reasonableness of the deferred amounts 
and the recovery therecrf, if any, will be examined and addressed 
in a future proceeding before tiie Commisstoa As tiie Supreme 
Court has previously held, deferrals do not omstitute 
ratemaking. See Elyria Foundry Co. v. Pub. liftl. Gmnit (2007), 114 
Ohio St.3d 305. 

(10) The determination of the Company's original request for 
authority to change accounting methods and defer costs 
associated witii its future electrk; distribution investments as 
filed on July 25,2008, will be addressed witiiin ttie context of the 
combined proceeding in Case Nos. G8-709-EL-AIR, 08-710-EL-
ATA, and 08-711-EL-AAM. 

(11) DE-Ohio is directed to separately identify and record in a sub­
account of Account 182, Otiier Regulatory Assets, aH O&M costs 
to be deferred by DBOhio, 



08-709-EL-AAMetaL 

(12) DE-Ohio is directed to utilize the interest rate tiiat reflects tiie 
actual cost of debt based on the outcome of the Company's 
application to increase electric distribution rates under Case Na 
(̂ -709-EL-AIR when cakidating carrying costs. 

It is, therefore, 

ORDERED, That the application by DE-Ohio to modify accotmting procedures to 
defer incremental O&M costs related to the September l 4 2008, wind storm service 
restoration expenses, vritii carryir^ costs, as set forth in findings (7) thru (12) is 
approved. It is, further, 

ORDERED, That notiiing in tiiis Entry shaU be binding upon tiiis Commission in 
any subsequent investigation or proceeding involving the justness or reasonableness of 
any rate, charge, rule, or regulatioru It is, further, 

ORDERED, That a copy of this entry be served upon all parties of record. 

THE PUBlJQg îniUTIES COMMISSION OF OHIO 

, Chairman 

^ ^ <r. 
Paul A. CentoleUa Ronda HartfiuuuPergus 

^ Valerie A.ljeminie Cferyl L. Roberto 

RW:sm 

Entered in the Joumal 
m l 4 2009 

Rene6 J. Jenkins 
Secretary 
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Duke Energy Ohio 
Case No. 09-1946-EL-RDR 

Eleventh Set Interrogatories 
Date Received: May 10,2010 

OCC-INT-011-112 

REQUEST: 

Regarding the Company's response to Staff-DR-01-001 under tab "Category-Data", please 
response to the following Interrogatories: 

a. Under column "K" entitled "Resp Center Level 3 Descr" there are approximately 30 
lines labeled as "FE&G Business Support". Under column "L" entitled '̂Resp Center 
Level 4 Descr" each of lines contains the designation of "BUSINESS PLANNING 
A". What general types of costs are included as FE&G Business Support and 
Business Planning A? 

b. How are the types of costs included as "FE&G Business Support" designated as 
"Business Planning A" related to the Hurricane Ike restoration efforts? 

c. Under column "K" entitled "Resp Center Level 3 Descr" there are approximately 30 
lines labeled as "DE Ohio & Kentucky ". Under column "L" entitled "Resp Center 
Level 4 Descr" each of lines contains the designation of "BUSINESS RELATIONS 
& DEVELOPMENT'. Only one of the 30 of these lines had a "Employee ID JD" 
associated with it. What general types of costs are included as Business Relations & 
Development? 

d. How are the "Busmess Relations & Development" costs related to the Hurricane Ike 
restoration efforts? 

e. Under column "K" entitled "Resp Center Level 3 Descr" there are approximately 143 
lines labeled as "Retail Customer Services". Under column "L" entitled "Resp 
Center Level 4 Descr" each of lines contains the designation of "Call Center 
Operations". Only 6 of those lines had a "Employee ID JD" associated with it. What 
is meant by or included under "Employee ID JD" numbers: 18427, 43054. 129636, 
and 159698? 

f. What general types of costs are included under these "Employee ID JD" numbers? 

How are the costs included under "Employee ID JD" numbers: 18427, 43054, 
129636, and 159698 related to the Hurricane Ike restoration efforts? 



h. Under column "K" entitled "Resp Center Level 3 Descr" there are approximately 143 
lines labeled as "Retail Customer Services". Under colunm "L" entitled "Resp 
Center Level 4 Descr" each of lines contains the designation of "Call Center 
Operations". Only 4 of those lines had listed in column "X" entitled "Vendor Name" 
the entry "BANK ONE". Where were these costs incurred? 

i. Under column "K" entitled "Resp Center Level 3 Descr" there are approximately 143 
lines labeled as "Retail Customer Services". Under column "L" entitled "Resp 
Center Level 4 Descr" each of lines contains the designation of "Call Center 
Operations". Only 4 of those lines had listed in column "X" entitled "Vendor Name" 
the entry "BANK ONE". On what date were these costs incurred? 

j . Under column "K" entitled "Resp Center Level 3 Descr" there are approximately 143 
lines labeled as "Retail Customer Services". Under column "L" entitled "Resp 
Center Level 4 Descr" each of lines contains the designation of "Call Center 
Operations", Only 4 of those lines had listed in colunm "X" entitled "Vendor Name" 
the entry "BANK ONE". What was the reason for incurring these costs? 

Under colunm "K" entitled "Resp Center Level 3 Descr" there are approximately 143 
lines labeled as "Retail Customer Services". Under column "L" entitled "Resp 
Center Level 4 Descr" each of lines contains the designation of "Call Center 
Operations". One of those lines had listed in column "X" entitled "Vendor Name" 
the entry "SAMS CLUB". Where were these costs incurred? 

Under column "K" entitled "Resp Center Level 3 Descr" there are approximately 143 
lines labeled as "Retail Customer Services". Under column "L" entitled "Resp 
Center Level 4 Descr*' each of lines contains the designation of "Call Center 
Operations". One of those lines had listed in colunm "X" entitled "Vendor Name" 
the entry "SAMS CLUB". On what date were these costs incurred? 

m. Under column "K" entitled "Resp Center Level 3 Descr" there are approximately 143 
lines labeled as "Retail Customer Services". Under column "L" entitled "Resp 
Center Level 4 Descr" each of lines contains the designation of "Call Center 
Operations". One of those lines had listed in colunm "X" entitled "Vendor Name" 
the entry "SAMS CLUB". For what reason were these costs incurred? 

n. Under column "K" entitled "Resp Center Level 3 Descr*' there are approximately 143 
lines labeled as "Retail Customer Services". Under coliunn "L" entitled "Resp 
Center Level 4 Descr" each of lines contains the designation of "Call Center 
Operations". One those lines had listed in column "X" entitled "Vendor Name" the 
entry "TWENTY FIRST CENTURY COMMUNICATIONS INC". Please indicate 



the location where these costs were incurred, the date(s) incurred, and the reason for 
the costs. 

Under column "K" entitled "Resp Center Level 3 Descr" there are approximately 143 
lines labeled as "Retail Customer Services". Under column "L" entitled "Resp 
Center Level 4 Descr" each of lines contains the designation of "Call Center 
Operations". One of those lines had listed in column "X" entitled '̂ Vendor Name" 
the entry "OFFICE PERKS & POPS". Please indicate the location where these costs 
were incurred, the date(s) incurred, and the reason for the costs. 

Under column "X" entitled "Vendor Name" there are multiple entries for the vendor 
named "Allied Barton Security Services LLC". Approximately $111,000 was paid to 
this vendor. What was the purpose of this vendor and how does it relate to the storm 
restoration efforts? 

q. Under colunm "K" entitled "Resp Center Level 3 Descr" there are multiple lines 
labeled as "ENGINEERING & TECH SVCS". Under column "L" entitled "Resp 
Center Level 4 Descr" each of lines contains the designation of "GENERATION 
EQUIPMENT SERVICES". One of those lines had listed in column "X" entitled 
"Vendor Name" the entry "GUIDANT GROUP" and in the column ' V entitled 
"Joumal Line Descr JD" is listed Schenkel, Tamaral303786LAB. Please indicate the 
exact location where these costs were incurred, the type of Company facility, the 
date(s) and times incurred, and the responsibility/duties of this person. 

r. Under column "K" entitled "Resp Center Level 3 Descr" there are multiple lines 
labeled as "Corporate IT'. Under column "L" entitled "Resp Center Level 4 Descr*' 
each of lines contains the designation of "IT Client & Security Services". One of 
those lines had listed in column "X" entitled "Vendor Name" the entry "GUIDANT 
GROUP" and in tiie column "V" entitled "Joumal Line Descr JD" is Hsted 
Martin,JohnC1304762LAB. Please indicate the exact location where these costs were 
incurred, the type of Company facility, the date(s) and times incurred, and the 
responsibility/duties of this person. 

s. What specific entries or designations would label a line of expense in the Company's 
response to Staff-DR-01-010 tab "Category-Data" as being the satne entry (or 
summation of entries) that were provided with respect to the individual company 
employees in the response to Staff-DR-08-001 (i.e., how can the dollars listed in 
Staff-DR-08-OOl be reconciled/identified in the response to Staff-DR-01-001)? 

Under column "K" entitled "Resp Center Level 3 Descr" there are multiple lines 
labeled as "Retail Customer Services**. Under column "L" entitled "Resp Center 
Level 4 Descr" there are 50 lines containing the designation of "Large Business 
Customers". One of those lines had listed in column "X" entitled "Vendor Name" the 
entry "Home City Ice". Please mdicate what the expenditure of $13,705 was for. 



Under column "K" entitled "Resp Center Level 3 Descr" there are multiple lines 
labeled as "Retail Customer Services". Under colunm "L" entitled "Resp Center 
Level 4 Descr" there are 50 lines containing tfie designation of "Large Business 
Customers". One of those lines had listed in column "X" entitled "Vendor Name" the 
entry "The Kroger Co". Please indicate what the expenditure of $19,469 was for. 

Under column "K" entitled "Resp Center Level 3 Descr" there are multiple lines 
labeled as "POWER DELIVERY". Under column "L" entitled "Resp Center Level 4 
Descr" there are multiple lines containing the designation of "PD FIELD OPS 
MIDWEST-35M". One of those lines had listed in column "W" entitled "Employee 
ID JD" the entry "17930". Please indicate where this employee (assuming that it is 
an employee) can be located in the response to Staff-DR-08-001. 

w. With respect to the response to "n" above, if the employee ID numbers in the 
response to Staff -DR-01-001 are different (for the same employee) than the ID 
numbers used in Staff-DR-08-001, then please supply a reconciliation of the two 
different numbers for the same employee. 

RESPONSE: 

a. Labor and other storm related expenses. 

b. These employees provided additional resources to perform damage assessment 
following the storm. As part of our comprehensive storm plan, we use in-house 
resources with operational experience to join the "all-hands on deck" response to 
major storm events in order to restore power to customers as quickly and safely as 
possible. 

c. See response to subpart (a). 

d. See response to subpart (b). 

e. Employee identification numbers, 

f Food for call center representatives, 

g. See response to subpart (f). 

Item 
1 1 
2 
3a 
3b 

Amount 
$16,240.18 
$5,000.00 

S51.30 
$18.10 

Vendor 
Eurest Dining 
Eurest Dining 
McDonalds 
McDonalds 

Date 
9/26/2008 & 9/30/2008 
9/19/2008 
9/22/2008 
9/22/2008 



3c 
3ci 
3e 
4 

$90.04 
$195.77 
$509.16 

($455.44) 

McDonalds 
Peecox 
Cracker Barrel 
Holiday Inn 

9/22/2008 
9/22/2008 
9/23/2008 
10/4/2008 

J-

k. 

I. 

m. 

n. 

r. 

s. 

See response to subpart (h). 

See response to subpart (h). 

These costs were incurred at Sam's Club. 

The purchases were made on September 19,2008. 

The costs were incurred to purchase snacks for employees working on the storm 
restoration effort. 

The costs were incurred in Ohio in September 2008 for a high volume call answering 
service. 

The costs were incurred on September 18, 2008 in Ohio to purchase snacks for 
employees working on the storm restoration effort. 

Allied Barton Security Services LLC provided security persormel to protect 
Company property and personnel working to restore the damage to the electric 
distribution system. 

The charges were incurred at ihe Company's downtown Cincirmati office on 
September 19, 2008 and September 20, 2008. The job responsibilities consisted of 
making follow up phone calls to customers regarding the status of electric service. 

The charges were incurred at the Eastgate command center September 15, 2008 
through September 26, 2008. The job responsibilities consisted of teclmical support 
for cell phones, computers and printers. 

The dollars listed in Staff-DR-08-001 carmot be traced back to tiie response to Staff-
DR-01-001. Employee names and identification numbers are not carried forward 
from the Company's labor system because of the confidential nature of the 
information. The dollars listed in Staff-DR-08-001 are included in the "Category-
Data" tab provided in response to Staff-DR-01-001 within the "labor" category. 

The expenditure was for ice that was distributed in communities in which Duke 
Energy Ohio provides service. 

The expenditure was for water that was distributed in communities in which Duke 
Energy Ohio provides service. 

This entry was for an employee expense. See response to subpart (s). 
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Duke Energy Ohio 
Case No. 09-1946-EL-RDR 

Eleventh Set POD 
Date Received: May 10,2010 

OCC-POD-011-65 CONFIDENTIAL 

REQUEST: 

Under column "K" entitled "Resp Center Level 3 Descr" there are approximately 143 Imes 
labeled as "Retail Customer Services". Under column "L" entitled "Resp Center Level 4 Descr** 
each of lines contains the designation of "Call Center Operations". One of those lines had listed 
in column "X" entitled "Vendor Name** the entiy "SAMS CLUB". Please provide a copy of the 
actual invoices associated with these costs. 

RESPONSE: 

CONFIDENTIAL PROPRIETARY TRADE SECRET 

See Attachment OCC-POD-011-065, which has been redacted to remove information, such as 
account number and accoimt history, that is both confidential and irrelevant to this request. 

PERSON RESPONSIBLE: Dennis H. Wright 
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