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I Introduction

Duke Energy Ohio, Inc., (Duke Energy Ohio) submitted an application in this
proceeding to recover all prudent costs incurred in deploying grid modernization across its
service territory during the year 2013. Included within these costs were costs incurred for the
installation of equipment that allows a distribution circuit to “self-heal” by rerouting the electric
flow through alternate circuits to serve customers who would otherwise be without power during
an outage. As a result of the installation of such circuits in Duke Energy Ohio’s service
territory, the Company has significantly improved service to its customers and relieved many
customers from experiencing an outage that might have otherwise occurred. The Company has
improved its System Average Interruption Frequency Index (SAIFI) measure steadily each year,
as promised since the inception of deployment.’

Despite these established successes, and despite the fact that they present no evidence
supporting or substantiating their arguments, the Office of the Ohio Consumers’ Counsel (OCC)
argued at hearing and now in its argument for rehearing that the Company’s stellar record is

insufficient. OCC misunderstands the history of the Company’s deployment successes and the

!"Testimony of Donald L. Schneider, Jr. at p.6.



nature of the equipment. OCC fails to persuade and the Commission should therefore reject the
arguments made by the OCC again.

II. The Company has been diligent and successful in deployment of self-healing
teams.

As supported by the direct testimony of Duke Energy Ohio witness Donald L. Schneider,
Ir, at hearing, the Company has experienced increased reliability as measured by SAIFI, and the
Company has been tracking the success of the installed self-healing teams in saving nearly
36,000 customers from sustaining outages, totaling over 4.6 million customer outage minutes
saved.’ Despite these clear and demonstrable successes, OCC argues that the cost related to self-
healing teams that failed to work should not be recovered. This demonstrates OCC’s lack of
understanding with respect to the deployment process and what is required in order to achieve
such the success that the Company has demonstrated. Moreover, the fact that a piece of
equipment fails to operate does not, standing alone, support the concept that it is not “used and
useful.” Like any equipment installed and in use by the Company, this equipment is subject to
failure from time to time. When this happens, the Company learns and improves upon its
performance as it has done with respect to the self-healing teams.

OCC cites a case in support of the proposition that a utility investment must be “used and

? The case cited by OCC is of no avail here. The

useful” prior to being included in rate base.
case cited by OCC was in the context of an appeal by OCC of a base rate case to the Ohio
Supreme Court. The rate case included a decision related to rate-basing of a nuclear generating
station, (Davis Besse). As we are not concerned in this proceeding with base rates or a nuclear

power plant, the case is not helpful. Further, the OCC agreed to the Company’s recovery of self-

healing team deployments in past year settlements, indicating that they believed the equipment to

‘Id. at 7.
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be used and useful at that time. If one of those self-healing teams installed prior to 2013 failed
during 2013, the costs associated with installing that self-healing team would not have occurred
in 2013, making the OCC’s point moot. Would the OCC argue that the Company should re-
recover the costs to install a self-healing team that failed to operate if it later successfully
operates? The logic behind tying cost recovery to whether or not the self-healing teams
successfully operate is flawed and without precedent or evidentiary support.

The OCC also argues for future recovery of smart grid costs to be tied to a 90 percent
success rate for self-healing teams. The only evidence provided to support that benchmark is
that another utility achieved a success rate over 90 percent in one year. The OCC has not
presented any evidence indicating that they know what success rate is expected in the industry or
even whether there is standardization of measuring successful or failed operations across the
industry.

In the Opinion and Order, the Commission accurately summarized the views of the
respective intervenors and reasonably explains that the self-healing teams included in costs for
2013 appear to be improving. The Commission declined to make a decision with respect to cost-
effectiveness, correctly recognizing that there is no basis upon which to tie the success rate of the
self-healing teams to cost recovery in this case.”

This is a reasonable approach, well supported by the record, and specifically recognizing
that the technology is “still being u:leveloped.”5 Indeed, the Company has committed in a
previous stipulation to providing progress reporis on exactly this matter, so that the continued

improvements and successes will be demonstrated over time. The Commission’s decision

related to the operation of self-healing equipment that is part of the overall grid modernization

* Opinion and Order at p.8.
*Id.



deployment is adequately supported by the record, and well within the Commission’s discretion.
OCC’s application for rehearing is misinformed and unsupportable. OCC fails to persuade and

the Commission should therefore reject the arguments made by the OCC again.
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