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I. INTRODUCTION 1 

 2 

Q1. PLEASE STATE YOUR NAME, BUSINESS ADDRESS, AND POSITION. 3 

A1. My name is James D. Williams.  My business address is 65 East State Street, 7th 4 

Floor, Columbus, Ohio 43215-3485.  I am employed by the Office of the Ohio 5 

Consumers’ Counsel (“OCC”) as a Senior Utility Consumer Policy Analyst. 6 

 7 

Q2. PLEASE BRIEFLY SUMMARIZE YOUR EDUCATION AND 8 

PROFESSIONAL EXPERIENCE. 9 

A2. I am a 1994 graduate of Webster University, in St. Louis, Missouri, with a Master 10 

of Business Administration, and a 1978 graduate of Franklin University, in 11 

Columbus, Ohio, with a Bachelor of Science, Engineering Technology.  My 12 

professional experience includes a career in the United States Air Force and over 13 

22 years of utility regulatory experience with the OCC. 14 

 15 

Initially, I served as a Compliance Specialist with the OCC and my duties 16 

included the development of compliance programs for electric, natural gas, and 17 

water industries.  Later, I was designated to manage all of the agency’s specialists 18 

who were developing compliance programs in each of the utility industries.  My 19 

role evolved into the management of OCC’s consumer hotline, the direct service 20 

provided to consumers to resolve complaints and inquiries that involved Ohio 21 

utilities.  More recently, following a stint as a Consumer Protection Research 22 
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Analyst, I was promoted to a Senior Utility Consumer Policy Analyst.  In this 1 

role, I am responsible for developing and recommending policy positions on 2 

utility issues that affect residential consumers. 3 

 4 

I have been directly involved in the development of policy issues that impact 5 

Ohio residential utility consumers involving natural gas, electric, water, and 6 

telecommunications for many years.  Specific to this proceeding, I have been 7 

involved in the Public Utilities Commission of Ohio’s (“PUCO”) rulemaking 8 

proceedings1 where service quality standards were established pursuant to Ohio 9 

law for ensuring that Ohio customers are provided with safe, reliable and 10 

reasonably priced electric service.2  In addition, I have been involved in the cases 11 

where the specific reliability indices were established for measuring reliability 12 

performance for all of the Ohio electric distribution utilities including Duke 13 

Energy Ohio (“Duke” or “Utility”).3  And I have been involved in the analysis of 14 

                                                 
1 In the Matter of the Commission's Review of Chapters 4901:1-9,4901:1-10,4901:1-21, 4901:1-22,4901:1-
23,4901:1-24, and 4901:1-25 of the Ohio Administrative Code., Case No. 06-653-EL-ORD, Finding and 
Order (November 5, 2008).  In the Matter of the Commission's Review of Chapter 4901:1-10, Ohio 
Administrative Code, Regarding Electric Companies. Case No. 12-2050-EL-ORD, Finding and Order 
(January 15, 2014). 

2 Ohio Revised Code 4928.11(A). 

3 In the Matter of Duke Energy Ohio, Inc.’s Application for Approval of Proposed Reliability Standards, 
Case No. 09-757-EL-ESS, Opinion and Order (July 29, 2010).  In the Matter of the Application of Duke 
Energy Ohio, Inc., to Establish Reliability Targets, Case No. 13-1539-EL-ESS, Opinion and Order June 28, 
2013). 
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Duke’s most recent proposal to modify its minimum distribution reliability 1 

performance standards.4   2 

 3 

I have also been involved in the analysis of distribution modernization riders 4 

proposed by the different Ohio electric utilities to help promote sufficient benefit 5 

to consumers to warrant the additional charges on the electric bill.  This includes 6 

the Duke Distribution Capital Investment (“DCI”) rider that was previously 7 

authorized by the PUCO.5  Finally, my experience includes reviewing issues 8 

related to the emergence of the competitive retail electric and gas markets in Ohio 9 

and potential impacts on consumers.  This includes review of riders that are used 10 

for tracking uncollectible debt and purchase of receivables programs. 11 

 12 

In this proceeding, I have assisted in the review of Duke’s application to establish 13 

new distribution base rates and the testimony of some Duke witnesses, Duke’s 14 

application to establish an electric security plan and the testimony of multiple 15 

witnesses, and Duke’s application to establish minimum reliability performance 16 

standards.  I also reviewed the PUCO Staff Report filed in the rate case, annual 17 

reliability performance reports, annual system improvement plan reports, Duke 18 

                                                 
4 In the Matter of the Application of Duke Energy Ohio, Inc. to Establish Minimum Reliability Performance 
Standards Pursuant to Chapter 4901:1-10, Ohio Administrative Code, Case 16-1602-EL-ESS Application 
(July 22, 2016).  

5 In the Matter of Application of Duke Energy Ohio, Inc. for Authority to Establish a Standard Service 
Offer Pursuant to R.C.4928.143 in the Form of an Electric Security Plan, Accounting Modifications, and 
Tariffs for Generation Service, Case No. 14-841-EL-SSO, Opinion and Order (April 2, 2015). 
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response to numerous interrogatories, and the Joint Stipulation and 1 

Recommendation, hereafter referred to as “The Settlement.” 2 

 3 

Q3. HAVE YOU PREVIOUSLY SUBMITTED TESTIMONY OR TESTIFIED 4 

BEFORE THE PUBLIC UTILITIES COMMISSION OF OHIO? 5 

A3. Yes.  The cases that I have submitted testimony and/or have testified before the 6 

PUCO can be found in Attachment JDW-1. 7 

 8 

II. SUMMARY OF MY TESTIMONY 9 

 10 

Q4. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS 11 

PROCEEDING? 12 

A4. The purpose of my testimony is to oppose certain provisions in the stipulation and 13 

recommendation (“The Settlement”) between the PUCO Staff, Duke and some 14 

other parties.  In doing so, I will also support several of the OCC’s Objections to 15 

the PUCO Staff Report of Investigation in this proceeding.  Specifically, I provide 16 

testimony supporting OCC Objection 1 related to Staff’s unreasonable support 17 

and unlawful continuation of Rider DCI past May 31, 2018.  Additionally, I 18 

provide testimony supporting OCC Objection 9 regarding continuation of the 19 

current purchase of receivables program.   20 
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Q5. PLEASE DESCRIBE THE PROVISIONS IN THE SETTLEMENT 1 

ADDRESSED IN YOUR TESTIMONY. 2 

A5. This Settlement, if approved by the PUCO, encourages the provision of unsafe 3 

and unreliable service to Duke customers; while rewarding the Utility with the 4 

ability to impose hundreds of millions of dollars in new and unsupported charges 5 

on customers: 6 

1) The Settlement eliminates any penalties associated with 7 

Duke’s failure to provide safe and reliable service to its 8 

customers in 2016 and 2017; 9 

2) The Settlement establishes reliability standards for 2018 10 

that contradict Ohio law and PUCO orders which results in 11 

customers having less reliable service with more frequent 12 

and longer outages; 13 

3) The Settlement establishes minimum reliability performance 14 

standards for 2019 through 2025 that are not just and 15 

reasonable, are not aligned with customer expectations and 16 

lack definition and support; 17 

4) Without regard for reliability, the Settlement permits Duke 18 

to charge customers for over $623 million in additional 19 

charges through the continuation and expansion of the DCI 20 

rider between 2018 and 2025; 21 
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5) While reliability worsens for customers, the Settlement 1 

enables Duke to establish a new rider to charge customers 2 

an additional $10 million annually for vegetation 3 

management beyond the $10.7 million test year expense 4 

that was proposed in the rate case; 5 

6) And while practically doubling the amount of money 6 

customers pay Duke for annual tree-trimming, the 7 

Settlement permits Duke to trim trees less frequently, 8 

which can result in more outages for customers; 9 

7) Finally, the Settlement enables Duke to retroactively charge 10 

customers for additional tree-trimming costs. 11 

 12 

Q6. PLEASE SUMMARIZE YOUR RECOMMENDATIONS. 13 

A6. I recommend that the PUCO reject the Settlement signed by the PUCO Staff, 14 

Duke, City of Cincinnati, Ohio Energy Group the Ohio Hospital Association, 15 

People Working Cooperatively, and the Ohio Partners for Affordable Energy 16 

(“OPAE”) because it violates all three prongs of the test that the PUCO uses in 17 

evaluating settlements. 18 

 19 

First, the Settlement, if approved by the PUCO, unlawfully rewards Duke for 20 

providing unsafe and unreliable service to its customers. The Settlement 21 

establishes a dangerous precedent regarding enforcement of reliability 22 
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performance standards for the Ohio electric distribution utilities (“EDU’s”).  The 1 

reliability standards as proposed in the Settlement for 2018 through 2025 are 2 

unjust and unreasonable lacking substance, definition, or support. In addition, the 3 

lack of any specific methodology (as required by Ohio Adm. Code 4901:1-10-4 

10(B)) in the establishment of the standards makes future performance 5 

evaluations and enforcement difficult if not impossible.   6 

 7 

Second, the Settlement allows Duke to continue and expand the Rider DCI which 8 

is unwarranted and likely will result in unreasonably priced retail electric service, 9 

contrary to state policy.  The dismal performance of the Rider DCI to provide 10 

more reliable service over the last three years (as undeniably demonstrated in 11 

Duke’s poor reliability performance) speaks volumes for why this massive drain 12 

on customer wallets must end immediately.  After all, DCI as an infrastructure 13 

modernization program can only be authorized in an Electric Security Plan 14 

(“ESP”) after the PUCO finds that there is an alignment between customer and 15 

EDU expectations regarding reliability. The Settlement if approved by the PUCO 16 

provides a blank check to the Utility that permits Duke to collect money from 17 

customers to replace smart meters that were just deployed, battery storage 18 

project(s) that are not defined, and to continue and expand the current DCI 19 

programs that has made service less reliable for customers. Under the DCI, Duke 20 

converts its customers into shareholders by shifting the risks associated with 21 

financial investments that do not improve reliability onto its captive customers. 22 



Direct Testimony of James D. Williams 
On Behalf of the Office of the Ohio Consumers’ Counsel 

PUCO Case No. 17-0032-EL-AIR et al. 
 
 

8 
 

Duke’s implementation of its DCI rider is the poster child for why these risks 1 

should be borne by shareholders and not customers. 2 

 3 

Third, the Settlement allows Duke to change its vegetation management program 4 

in a way that is likely to lead to less reliable service for customers.  Duke’s four-5 

year cycle-based tree-trimming program should not be amended.  The PUCO has 6 

long held that a cycle-based vegetation management program is one of the major 7 

ways in which outages can be mitigated.  The Settlement if approved by the 8 

PUCO takes a step backwards in transitioning from a four-year cycle-based 9 

vegetation management program to a five-year, cycle-based program. 10 

If the PUCO approves the vegetation management rider (which it should not), the 11 

expenses should be limited to verifiable incremental expenses to those already 12 

collected from customers in base rates after the date in which the PUCO 13 

authorizes the rider. And the PUCO should protect customers by limiting the 14 

incremental amount of money Duke can collect from customers through the rider 15 

in any year that Duke fails to meet its four-year, cycle-based, tree-trimming 16 

program or fails to meet its reliability standards.   17 
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III. EVALUATION OF THE STIPULATION REGARDING THE THREE-1 

PRONG TEST USED BY THE PUCO FOR JUDGING SETTLEMENTS 2 

 3 

Q7. WHAT CRITERIA DOES THE PUCO USUALLY RELY UPON FOR 4 

CONSIDERING WHETHER TO ADOPT A STIPULATION? 5 

A7. The PUCO will adopt a settlement only if it meets all three of the criteria below.  6 

The PUCO must analyze the Settlement and decide the following: 7 

1. Is the settlement a product of serious bargaining among 8 

capable, knowledgeable parties? 9 

2. Does the settlement, as a package, benefit customers and 10 

the public interest? 11 

3. Does the settlement package violate any important 12 

regulatory principle or practice?6 13 

In addition, to these three criteria, the PUCO also routinely considers 14 

whether the parties to the settlement represent diverse interests.  15 

 16 

Q8. DOES THE SETTLEMENT FILED IN THIS PROCEEDING MEET ALL 17 

THREE CRITERIA? 18 

A8. No.  The proposed Settlement fails to meet the three-prong test as I elaborate 19 

below. 20 

                                                 
6 Consumers’ Counsel v. Pub. Util. Comm’n. (1992), 64 Ohio St.3d 123, 126. 
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Q9. IS THE STIPULATION A PRODUCT OF SERIOUS BARGAINING AMONG 1 

CAPABLE, KNOWLEDGEABLE PARTIES REPRESENTING DIVERSE 2 

INTERESTS? 3 

A9. No.  The settlement is not a product of serious bargaining between capable and 4 

knowledgeable parties representing a diversity of interests.7  The Settlement is 5 

largely an agreement between the PUCO Staff and Duke.  But the Settlement fails 6 

to adequately consider the impact it will have on customers. The Settlement 7 

primarily focuses on the interests of Duke, the self-interests of a few signatory 8 

parties, not the diverse interests of customers, including residential customers. 9 

This is a particular concern for residential customers who are today receiving 10 

unsafe and unreliable service, but must bear the burden of paying a significant 11 

portion of the unjust and unreasonable charges associated with the Settlement.  12 

Not one signatory party to the Settlement represents only the interests of all 13 

residential customers across Duke’s service territory.   14 

 15 

Other than PUCO Staff and Duke, there is no other signatory or non-opposing 16 

party in this Settlement that is participating in the reliability standards case (16-17 

1602-EL-ESS) or the previous reliability standards case (13-1359-EL-ESS).  Yet 18 

the Settlement resolves all service quality matters associated with the case directly 19 

                                                 
7 The PUCO takes into account the “diversity of interests” as part of the first part of the stipulation 
assessment.  See In the Matter of the Application of Ohio Edison Company, The Cleveland Electric 
Illuminating Company, and The Toledo Edison Company for Authority to Establish a Standard Service 
Offer, Case No. 10-388-EL-SSO, Opinion and Order at 48 (August 25, 2010). 
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impacting residential customers. Duke has failed to provide OCC with even the 1 

most basic information that would enable an evaluation of the CAIDI and SAIFI 2 

standards as proposed in the Settlement. As shown in the Duke e-mail dated 3 

February 8, 2018 (attached herein as JDW-2), during the settlement negotiations, 4 

Duke refused to provide information that was needed by OCC, as the 5 

knowledgeable party representing residential customers, to evaluate the 6 

Settlement. The lack of transparency demonstrates that Duke was not bargaining 7 

seriously - - at least with the OCC.   8 

 9 

Q10. DO YOU HAVE REASON TO BELIEVE THAT OTHER PARTIES (AND 10 

THE PUBLIC IN GENERAL) MAY BE MISINFORMED BY DUKE 11 

REGARDING RELIABILITY PERFORMANCE STANDARDS IN 2017 AND 12 

2018? 13 

A10. Yes. 14 

 15 

Q11. PLEASE EXPLAIN. 16 

A11. Duke is required to file by March 31 of each year an annual reliability 17 

performance report pursuant to O.R.C. 4928.11(A) and PUCO rules in Ohio Adm. 18 

Code 4901:1-10-01(C) that provides the reliability performance for the previous 19 

year.  This annual reliability report provides a comparison of the actual SAIFI and 20 

CAIDI reliability performance with the SAIFI and CAIDI standards.  On March 21 

28, 2018, Duke filed its annual reliability report for 2017 in Case 17-0994-EL-22 
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ESS (attached herein as JDW-3). Duke’s report shows the CAIDI performance 1 

standard for 2017 as 122.81 minutes and the actual performance excluding major 2 

events to be 127.28 minutes.  Duke’s report shows the SAIFI performance 3 

standard for 2017 to be 1.05 and the actual performance excluding major events to 4 

be 1.16.  Duke missed both of its reliability performance standards in 2017.  And 5 

Duke missed its CAIDI performance standard in 2016 where the standard was 6 

122.81 minutes and the actual performance was 136.42 minutes.8  Duke’s failure 7 

to meet its CAIDI reliability standard in 2016 and 2017 is a violation of Ohio 8 

Adm. Code 4901:1-10-10(E) which states, “Failure to meet the same performance 9 

standard for two consecutive years shall constitute a violation of this rule.” 10 

 11 

 Duke’s Annual Reliability Report for 2017 included a note that states:9 12 

There is currently no agreed-upon CAIDI and SAIFI performance 13 

standards for Duke Energy Ohio.  The numbers entered for CAIDI 14 

and SAIFI performance standards are the previously agreed-upon 15 

standards that ended in 2016.   16 

                                                 
8 In the Matter of the Annual Report of Electric Distribution System Reliability Pursuant to Rule 4901:1-
10-10(C), Case No. 17-760-EL-ESS, March 30, 2017. 

9 JDW-3 (at page 2). 
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Q12. IS DUKE’S STATEMENT THAT THERE WAS NO AGREED UPON 1 

RELIABILITY PERFORMANCE STANDARD IN 2017 ACCURATE? 2 

A12. Absolutely not. O.R.C. 4928.11(A) requires each EDU to have reliability 3 

standards.  The 2016 reliability standards were established in Case No. 13-1539-4 

EL-ESS in which the OCC, Staff, and Duke were parties.  By Entry dated 5 

September 18, 2017 in Case No. 16-1602-EL-ESS, the attorney examiner honored 6 

one of many requests made by Duke to continue the hearing.  And the attorney 7 

examiner made abundantly clear that the 2016 reliability standards would remain 8 

in effect until such time as the PUCO orders otherwise.10 9 

 10 

Q13. DID DUKE DIAGREE WITH THE AE RULING THAT THE 2016 11 

RELIABILITY STANDARDS WERE CONTINUED UNTIL NEW 12 

STANDARDS WERE ESTABLISHED BY THE PUCO? 13 

A13. No.  A review of the docket card attached herein as JDW-4 revealed Duke did not 14 

file an interlocutory appeal or any other pleading opposing or disagreeing with the 15 

attorney examiners ruling.  16 

                                                 
10 Case No. 16-1602-EL-ESS, AE Entry (September 18, 2017 at 2) 
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Q14. SO THE RELIABILITY STANDARDS THAT WERE AGREED UPON BY 1 

OCC, STAFF, AND DUKE IN CASE NO. 13-1539-EL-ESS ARE THE 2 

RELIABILITY STANDARDS THAT WERE IN EFFECT IN 2017 AND THAT 3 

REMAIN IN EFFECT TODAY? 4 

A14. That is correct. 5 

 6 

Q15. IS DUKE’S STATEMENT IN ITS PUBLICLY FILED RELIABILITY 7 

REPORT FOR 2017 ACCURATE? 8 

A15. I don’t believe so.  On May 18, 2018, Duke provided a letter including an action 9 

plan that was required under O.A.C. 4901:1-10-10(D) associated with the missed 10 

SAIFI and CAIDI reliability performance standards in 2017.  The letter and 2017 11 

Action Plan were provided to OCC in response to STIP-INT-03-039 (attached 12 

herein as JDW-5).  The letter was apparently provided to Staff in response to an 13 

April 10, 2018 e-mail (attached herein as JDW-6) from Staff that was citing 14 

Duke’s failure to comply with reliability performance standards in 2017. 15 

 16 

 Duke made numerous statements in the letter that are factually incorrect.  First, 17 

Duke claimed that the 2017 reliability standards were not resolved.  The letter 18 

specifically says: 19 

“As Duke Energy Ohio’s application to establish compliance 20 

standards is still pending, there remains an unresolved question as 21 

to what standards pertain.” 22 
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The Attorney Examiner Entry makes it abundantly clear that the there are no 1 

unresolved questions regarding the reliability standards that were in effect last 2 

year and that are in effect right now.  Second, the letter claims that Duke and the 3 

PUCO Staff have developed a plan that includes increased investment in 4 

reliability and a provision that non-compliance for 2016 and 2017 will not be used 5 

to determine a penalty.  But the signatory parties (including the Service 6 

Monitoring Enforcement Department (“SMED”) were apparently not included in 7 

the reliability planning or in the determination that the PUCO Staff would not 8 

enforce Duke’s reliability standards.  The letter is informing the Director of 9 

SMED that the reliability standards in 2016 and 2017 will not be enforced.  Yet, 10 

SMED is the department that handles reliability and enforcement of the PUCO 11 

standards under Ohio Adm. Code 4901:1-10-10. Duke than informed the Director 12 

SMED that the Utility met the 2017 CAIDI standard when in fact it didn’t.  13 

Duke’s letter claims: 14 

 “…the Company did meet the Customer Average Interruption 15 

Duration Index (CAIDI) standard for 2017, but narrowly missed on 16 

the System Average Interruption Frequency Index (SAIFI).”  17 

 18 

 Duke’s CAIDI standard for 2017 was 122.81 minutes.  Duke’s reliability 19 

performance was 127.28 minutes meaning that Duke undeniably missed its 2017 20 

CAIDI standard by almost five minutes.  Duke also missed its 2017 SAIFI 21 

reliability standard.     Duke’s inclusion of the provision in the Settlement that 22 
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non-compliance in 2016 and 2017 would not be used to penalize the Utility would 1 

seem to confirm Duke’s knowledge of the missed standards. 2 

 3 

 Q16. DO YOU HAVE OTHER CONCERNS RELATED TO THE 2018 4 

RELIABILITY STANDARDS IN THE MAY 8, 2018 LETTER TO STAFF? 5 

A16. Yes.  The letter informs the Director SMED that the “Company has set its goals 6 

for achievement of compliance in 2018 in order to comply with the terms of the 7 

Stipulation.”  The Settlement supports a CAIDI standard of 134.34 in 2018 and a 8 

SAIFI of 1.12.  The AE Entry11 in Case 16-1602-EL-ESS had directed Duke to 9 

continue the 2016 reliability standards until such time as the PUCO orders 10 

otherwise.  And the AE Entry adopted a Staff recommendation that it was not 11 

opposed to continuing the hearing provided that Duke comply with the reliability 12 

standards established in Case No. 13-1539-EL-ESS.12  Duke appears to be now 13 

managing and maintaining its distribution system in accordance with its proposed 14 

Settlement standards when in fact Duke was directed to continue with the 15 

standards approved in 2016.    16 

 17 

The PUCO has not adopted this Settlement and OCC recommends that it not be 18 

adopted.  Duke is required to maintain its system in 2018 to comply with a 122.81 19 

                                                 
11 Case No. 16-1602-EL-ESS, Attorney Examiner Entry (September 18, 2017).  

12 Case No. 16-1602-EL-ESS, Memorandum Contra Motion of Duke Energy Ohio, Inc. to Continue the 
Hearing Set for September 26, 2017 Submitted on Behalf of the Staff of the Public Utilities Commission of 
Ohio, (September 13, 2017).  
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CAIDI standard and a 1.05 SAIFI.  While Duke may want to adopt the less 1 

stringent reliability standards reflected in the settlement for 2018, it does not have 2 

the authority to do so.  And to the extent that Duke is monitoring and maintaining 3 

its distribution system to the less stringent 134.34 minute CAIDI and 1.12 SAIFI 4 

reflected in the settlement, the Utility is not complying with R.C. 4928.11(A) and 5 

PUCO orders and would be furnishing customers with inadequate, unsafe, and 6 

unreliable service today.  7 

 8 
Q17. CAN YOU EXPLAIN THE PURPOSE OF THE ACTION PLANS THAT ARE 9 

SUBMITTED TO THE PUCO STAFF ASSOCIATED WITH MISSING 10 

RELIABILITY STANDARDS? 11 

A17. Yes.  Ohio Adm. Code 4901:1-10-10(D) requires if a Utility does not meet the 12 

annual reliability performance standards, an action plan will be submitted to the 13 

PUCO SMED Department.  The action plan must contain an explanation of the 14 

factors that contributed to the failure, a proposal for improving the reliability 15 

performance, and status updates as required by Staff.  A copy of the letter/ action 16 

plan that was submitted to the PUCO Staff associated with the missed 2016 17 

CAIDI standard is attached herein as JDW-7.  As can be seen in JDW-7, Duke 18 

made a number of proposals for improving reliability performance to the required 19 

level.  However, Duke’s action plan was inadequate given the Utility missed the 20 

CAIDI standard again in 2017.   There is no documentation that Duke kept the 21 
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PUCO Staff informed about the implementation of the 2016 action plan.13 And 1 

there is no indication that an investigation was conducted by Staff regarding the 2 

ineffective 2016 action plan.  3 

 4 

Q18. WHEN CONFRONTED BY OCC, IS DUKE NOW DISAVOWING MUCH OF 5 

THE INFORMATION CONTAINED IN THE MAY 8, 2018 LETTER TO 6 

STAFF? 7 

A18. Yes.  OCC inquired in OCC STP-INT-06-141 (attached herein as JDW-9) about 8 

several statements made in the May 8, 2018 letter. First, OCC inquired about the 9 

CAIDI standard that was purportedly met by Duke in 2017 and Duke responded 10 

that: 11 

The Company did not have standards pertaining to 2017 as the 12 

Company’s application to establish new standards is still 13 

pending.14 14 

 15 

OCC inquired about the SAIFI standard that was “narrowly missed in 2017 and 16 

Duke responded:  17 

                                                 
13 Duke Response to OCC STIP POD 03-040 (attached herein as JDW-8). 

14 JDW-8 (at a). 
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This response to the Commission Staff was in error since there 1 

were no standards established at that time.15 2 

 3 

OCC inquired about the person(s) from the PUCO Staff and Duke that were part 4 

of the purported discussion involving the Utility meeting the CAIDI standard for 5 

2017, narrowly missing SAIFI, the date of the discussions, and other 6 

communications.  And Duke responded that: 7 

The correspondence was produced. There was no additional 8 

discussion. 16 9 

 10 

OCC inquired if the PUCO had issued any entry or order approving reliability 11 

standards for 2016 and 2017? 12 

Duke responded by citing the Opinion and Order for Case No. 13-13 

1539-EL-ESS in which OCC was a signatory party.17 14 

 15 

Q19. DID DUKE REFERENCE THE SEPTEMBER 18, 2017 AE ENTRY IN CASE 16 

16-1602-EL-ESS IN WHICH THE EXISTING STANDARDS WERE 17 

CONTINUED UNTIL NEW STANDARDS WERE ESTABLISHED? 18 

A19. No. 19 

 20 

                                                 
15 JDW-8 (at b). 

16 JDW-9. 

17 Id. 
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Q20. WOULD IT BE UNLAWFUL FOR DUKE TO NOT HAVE HAD APPROVED 1 

RELIABILITY STANDARDS IN 2017? 2 

 3 
A20. Yes.  My understanding of Ohio Revised Code 4928.11(A) is that it specifically 4 

requires for the protection of consumers in the state, that the PUCO establish rules 5 

to specify the minimum service quality, safety, and reliability requirements for 6 

noncompetitive retail electric service.  Furthermore, R.C. 4928.11(B) requires 7 

each electric utility to report annually to the commission on and after the starting 8 

date of competitive retail electric service, its compliance with the rules.  As the 9 

PUCO Staff had correctly concluded in the April 18, 2018 e-mail (JDW-6), Duke 10 

missed the 2017 reliability standards. 11 

 12 

Q21. ARE ALL OF THE SIGNATORY PARTIES KNOWLEDGABLE ABOUT THE 13 

RELIABILITY PROVISIONS IN THE SETTLEMENT? 14 

A21. No.  In providing support for the Settlement, Mr. Wathen claims that “The 15 

Stipulation should be viewed as a global settlement of all the cases and, for each 16 

signatory party, the individual concessions or benefits should not be viewed 17 

independently but, only as part of a global settlement.”18  But the Settlement 18 

includes matters that go well beyond the matters addressed in the ten cases. As I 19 

explained earlier, Duke has failed to acknowledge that it provided unreliable 20 

service to customers in 2016 and 2017 as demonstrated by its failure to meet the 21 

                                                 
18 Wathen at 2-3. 
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minimum the reliability performance standards.  This matter should be addressed 1 

as part of a compliance proceeding under R.C. 4928.16 that the PUCO has yet to 2 

initiate. Duke’s inclusion of a provision in the settlement stating “Duke Energy 3 

Ohio’s Customer Average Interruption Duration Index (CAIDI) and System 4 

Average Interruption Frequency Index (SAIFI) performance for 2016 and 2017, 5 

will not be used to determine any penalty for non-compliance with Ohio Adm. 6 

Code 4901:1-10-10(E) is an attempt to avoid any consequences from its failure to 7 

meet 2016 and 2017 reliability standards.19    8 

 9 

The reliability standards case (16-1602-EL-ESS) involves an application to 10 

establish future reliability standards and has nothing to do with the enforcement of 11 

continued reliability standards from Case No. 13-1539-EL-ESS. Any benefit or 12 

concession associated with the PUCO not enforcing the reliability standards for 13 

2016 and 2017 has nothing to do with the cases included in the global settlement.  14 

Signatory parties in this Settlement that may be are unaware of Dukes reliability 15 

performance during 2016 and 2017 lack sufficient knowledge to represent 16 

residential customers whose health and safety are being placed at risk because 17 

Duke is failing to manage its distribution system in accordance with the reliability 18 

standards set by the PUCO.  Signatory parties in this Settlement, who may not 19 

have knowledge of the process for establishing reliability standards, should not be 20 

                                                 
19 Settlement at 13. 
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agreeing to establish standards that determine system reliability that residential 1 

customers will receive in the future.  2 

 3 

Q22. ARE RESIDENTIAL CUSTOMERS’ INTERESTS REPRESENTED IN THIS 4 

SETTLEMENT? 5 

A22. I don’t believe so.  6 

 7 

 The PUCO should find that settling a case that gives Duke hundreds of millions 8 

of dollars while not enforcing existing reliability standards and then relaxing 9 

future reliability standards violates the PUCO settlement standard because the 10 

potential harm to consumers is not in the public interest as discussed below.   The 11 

provision of safe and reliable electric service to protect the health and safety for 12 

Ohio residential customers must never be compromised or sacrificed.  13 

 14 

Q23. DOES THE SETTLEMENT, AS A PACKAGE, BENEFIT 15 

CUSTOMERS AND THE PUBLIC INTEREST? 16 

A23. No.  The Settlement provisions to continue and expand the DCI rider through May 17 

31, 2025 is not in the public interest.  18 
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Q24. CAN YOU BRIEFLY EXPLAIN THE PURPOSE OF THE CURRENT DCI 1 

RIDER? 2 

A24. Yes.  The PUCO authorized the DCI rider as a mechanism to enable Duke 3 

to collect the incremental revenue requirement on certain plant related 4 

distribution investments to prevent reliability performance standards from 5 

taking a negative turn.20  And to help ensure that these objectives were 6 

met, the PUCO authorized Duke to collect $169 million from customers 7 

through the rider between 2015 and May 31, 2018.21  To further 8 

emphasize the inseparable relationship between the DCI Rider and 9 

reliability, the PUCO specifically stated: 10 

The Commission further finds that the Company is dedicating 11 

sufficient resources towards reliability. Duke is correct to aspire to 12 

move from a reactive to a more proactive maintenance program. 13 

As we have noted with other, similar programs, we believe it is 14 

detrimental to the state's economy to require the utility to be 15 

reactionary or allow the performance standards to take a negative 16 

turn before we encourage the EDU to proactively and efficiently 17 

replace and modernize infrastructure and, therefore, we find it 18 

reasonable to permit the recovery of prudently incurred 19 

distribution infrastructure investment costs…The Commission 20 

                                                 
20 Case 14-841-EL-SSO, Opinion and Order, Opinion and Order (April 2, 2015 at 66-72). 

21 Id. 
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finds the adoption of Rider DCI and the improved service that will 1 

come with the replacement of aging infrastructure will facilitate 2 

improved service reliability and further align the Company's and 3 

its customers' expectations.22 4 

 5 
Given that the purpose of the DCI Rider is to provide customers with 6 

improved service reliability, Duke’s failure to meet its reliability standards 7 

demonstrates conclusively that Duke is not complying with the PUCO 8 

objectives for the DCI rider. 9 

 10 

As I will show later in my testimony, despite the additional DCI funding, 11 

Duke’s reliability performance took that negative turn that motivated the 12 

PUCO approval of the rider in the first place.  The PUCO approval of an 13 

extension, expansion and/or modification of the DCI Rider past May 31, 14 

2018 would only serve to reward Duke for providing poor service 15 

reliability for its customers. Such an outcome is not in the public interest 16 

and would be unjust and unreasonable for customers.  17 

                                                 
22 Id at page 71-72. 
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Q25. IS DUKE CONTINUING TO MEET THE SAIFI AND CAIDI RELIABILITY 1 

STANDARDS? 2 

A25. No.  Table 1 provides a comparison of the current SAIFI and CAIDI reliability 3 

standards with Duke’s actual performance during the years 2014 through 2017. 4 

 5 

Table 1:  Duke Reliability (2014 – 2017) 6 

 2014 2015 2016 2017 
Standard SAIFI 1.17 1.05 1.05 1.05 
Performance 
SAIFI 

.99 1.04 1.05 1.16 

Standard 
CAIDI 

121.25 122.81 122.81 122.81 

Performance 
CAIDI 

108.28 117.32 136.42 127.28 

 7 

Table 1 shows the consistent decline in Duke’s reliability performance since 2014 8 

(the year prior to DCI).  While Duke met its SAIFI reliability standard for 2014 9 

through 2016, Duke failed to meet the SAIFI standard in 2017.  The actual SAIFI 10 

performance has declined from .99 in 2014 (pre-DCI) to 1.16 in 2017 (post-DCI).  11 

SAIFI is a measure of the number (or frequency) of sustained outages that an 12 

average customer will experience during a year.  There can be no doubt that 13 

customers are experiencing more frequent outages on an annual basis since the 14 

DCI rider was approved.  Table 1 also shows that Duke missed its CAIDI 15 

reliability standard by almost 14 minutes in 2016 and by almost five minutes in 16 

2017. While Duke may have met its CAIDI standard in 2014 and 2015, the actual 17 

performance declined between 2014 and 2017 to the point where average outage 18 
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durations are now 19 minutes longer (post DCI) than they were in 2014 (pre-1 

DCI).  Table 1 demonstrates conclusively that Duke customers are having more 2 

frequent outages and much longer outage durations since the DCI Rider was 3 

approved.  4 

 5 

And considering that the reliability standards are based in part on customer 6 

perception survey data,23 there is no doubt that the alignment of customer and 7 

Utility expectations for reliability that supported the PUCO decision to authorize 8 

the DCI Rider no longer exists.  9 

 10 

And because the PUCO approved the DCI Rider for the term of the current Duke 11 

ESP based on the alignment of customer and Duke’s expectations for reliability, it 12 

would be unjust and unreasonable for the PUCO to approve the Settlement and 13 

greatly expand the amount of money customers spend for this misguided program.  14 

 15 

Q26. CAN YOU EXPAND UPON THE PUCO AUTHORIZATION FOR THE DCI 16 

RIDER BEING CONDITIONED UPON THE STATUTORY ASSURANCE 17 

THAT CUSTOMER AND DUKE EXPECTATIONS REGARDING 18 

DISTRIBUTION RELIABILITY PERFORMANCE WERE ALIGNED? 19 

A26. Yes.  As required pursuant to Ohio Revised Code 4928.143(B)(2)(h), the PUCO 20 

approved the DCI Rider based on the acceptance of PUCO Staff examination of 21 

                                                 
23 Ohio Admin. Code 4901:1-10-10(B)(4)(b). 
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the reliability of the Duke distribution system.  And this examination was required 1 

to ensure that, among other things, there was an alignment of the Utility and 2 

customer expectations concerning reliability.  An excerpt from the PUCO 3 

Opinion and Order in the case read: 4 

In deciding whether to approve an ESP that contains any provision 5 

for distribution service, R.C. 4928.143(B)(2)(h) directs the 6 

Commission, as part of its determination, to examine the reliability 7 

of the EDU's distribution system and ensure that customers and the 8 

EDU's expectations are aligned and that the EDU is placing 9 

sufficient emphasis on and dedicating sufficient resources to the 10 

reliability of its distribution system.24 11 

 12 
The PUCO supported approving the DCI Rider for the three-year term of the ESP 13 

(June 1, 2015 – May 31, 2018) because it found that the Duke expectations for 14 

reliability were sufficiently aligned with its customers.  The PUCO Opinion and 15 

Order specifically stated: 16 

The Commission finds that Duke's expectations and customers' 17 

expectations are sufficiently aligned. In examining the reliability of 18 

the Company's distribution system, the Commission notes that 19 

Duke consistently meets the SAIFI and CAIDI standards.25 20 

 21 

                                                 
24 Case No. 14-841-EL-SSO, Opinion and Order (April 2, 2015 at 71). 

25 Id. 
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As noted earlier, Duke has now consistently failed to meet its reliability 1 

performance standards since the DCI rider was approved.  2 

 3 

Q27. HAS DUKE INACCURATELY REPORTED ON THE CONDITION OF ITS 4 

DISTRIBUTION SYSTEM IN ITS ANNUAL SYSTEM IMPROVEMENT 5 

PLAN REPORT FILED PURSUANT TO OHIO ADM. CODE 4901:1-10-26? 6 

A27. Yes.  Ohio Adm. Code 4901:1-10-26 requires each electric utility to file an annual 7 

report by March 31 each year regarding its compliance with the minimum service 8 

quality, safety, and reliability requirements for noncompetitive retail electric 9 

services.26  The content is specific and includes substantial information including 10 

a qualitative characterization of the condition of the utility distribution system.27  11 

Duke filed its annual report pursuant to Ohio Adm. Code 4901:1-10-26(B) for 12 

2017 system performance in Case No. 18-999-EL-ESS on March 29, 2018.  13 

Duke’s characterization of its distribution system is as follows: 14 

The condition of the Duke Energy Ohio electric system meets or 15 

exceeds industry standards and customer expectations for delivery 16 

of safe and reliable electric service. Duke Energy Ohio recognizes 17 

that the electric system infrastructure continues to age, and on-18 

going preventive maintenance and corrective actions are necessary. 19 

Duke Energy Ohio continues to strive to provide safe and reliable 20 

                                                 
26 Ohio Adm. Code 4901:1-10-26(A). 

27 Ohio Adm. Code 4901:1-10-26(B)(3)(a).  
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electric service to our customers at a reasonable price. The quality 1 

of electric service and the condition of the electric system will 2 

parallel each other. Therefore, the quality of electric service can be 3 

used to measure the condition of the electric system.28 4 

 5 

While Duke claims that it met reliability standards in 2017, I have already shown 6 

that it did not.  In addition, this report claims that customer expectations for 7 

reliability were met.  That is also inaccurate.  Customer expectations for reliability 8 

were examined by the PUCO Staff prior to initiating the DCI rider in 2015.  9 

Dukes failure to meet the minimum reliability performance standards should 10 

demonstrate that customers’ and Duke’s expectations for reliability are not 11 

aligned as required under Ohio Revised Code 4928.143(B)(2)(h). 12 

 13 

Q28. DID THE STAFF INVESTIGATE THE LACK OF DEMONSTRATED 14 

RELIABILITY BENEFITS UNDER THE DCI RIDER? 15 

A28. Unfortunately not.  OCC objected to the Staff Report failure to reasonably 16 

examine the impact of the DCI rider on customer reliability.  My concern is that 17 

the Staff Report recommended continuing the DCI Rider, yet the PUCO Staff 18 

recommendation and support for the settlement was reached without performing 19 

an evaluation and without providing support for why the rider should be 20 

continued.  Staff recommended that if the PUCO continues the DCI rider, the 21 

                                                 
28 Case No. 18-999-EL-ESS, March 29, 2018, page 12. 
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rider should end on May 31, 2024.  Staff further recommended revenue caps 1 

totaling over $331 million dollars between 2018 and May 31, 2024.29    The Staff 2 

recommendations to continue the DCI rider is made with no substantive support 3 

or facts for consideration of this decision that unnecessarily imposes hundreds of 4 

millions of dollars on consumers over the next several years. My concerns with 5 

the Staff Report recommendations and Settlement include: 6 

 Staff supported continuing the DCI rider without 7 

examining the Duke distribution system to ensure that 8 

Duke and its customer’s expectations regarding reliability 9 

are aligned as required prior to the approval of an 10 

infrastructure modernization program in Ohio Revised 11 

Code 4928.143(B)(2)(h).30 12 

 Staff supported continuing the DCI rider without 13 

performing an analysis of the cost effectiveness and 14 

benefits of the programs that were previously authorized by 15 

the PUCO.31 16 

                                                 
29 The Staff Report recommended revenues caps for the DCI rider at the following level:  $14 million for 
2018 (full year); $28 million for 2019, $42 million for 2020, $56 million for 2021, $69 million for 2022, 
$83 million for 2023, and $41 million through May 31, 2024.   

30 Staff Report at 9-10. 

31 Id. 
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 Staff supported continuing the DCI rider without 1 

examining the cost effectiveness and benefits of new 2 

programs that Duke now proposes.32 3 

 Staff supported continuing the DCI rider without 4 

recommending that customers be shielded from paying 5 

unreasonable costs associated with the “Business 6 

Continuity Effort” and an AMI Transition Plan involving 7 

Duke’s smart grid program.33 8 

 Staff supported continuing the rider DCI without 9 

considering the impact that the proposed revenue spending 10 

caps will have on customer bills and overall affordability of 11 

service.34 12 

 13 

Q29. CAN YOU BRIEFLY EXPLAIN WHY STAFF SHOULD HAVE EXAMINED 14 

THE RELIABILITY OF THE DUKE DISTRIBUTION SYSTEM BEFORE 15 

ESSENTIALLY RECOMMENDING CONTINUATION OF THE DCI 16 

RIDER? 17 

A29. Yes.  The PUCO authorized the DCI Rider in Duke’s current ESP, and this ESP 18 

was scheduled to expire on May 31, 2018.  As outlined in Ohio Revised Code 19 

                                                 
32 Id. 

33 Id. 

34 Id. 
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4928.143(B)(2)(h), PUCO approval of the DCI rider was based on an acceptance 1 

of an examination of the reliability of the Duke distribution system.  Performance 2 

ratemaking incentives like the DCI rider benefit Duke by expediting the collection 3 

of investment costs.  However, the DCI rider is also intended to benefit 4 

customers. And this examination of Duke’s distribution system was to ensure that 5 

among other things, Utility and customer expectations concerning reliability were 6 

aligned.  An excerpt from the PUCO Opinion and Order in the case said: 7 

In deciding whether to approve an ESP that contains any provision 8 

for distribution service, R.C. 4928.143(B)(2)(h) directs the 9 

Commission, as part of its determination, to examine the reliability 10 

of the EDU's distribution system and ensure that customers and the 11 

EDU's expectations are aligned and that the EDU is placing 12 

sufficient emphasis on and dedicating sufficient resources to the 13 

reliability of its distribution system.35 14 

 15 

The PUCO supported approving the DCI rider for the term of the ESP because it 16 

found that Duke’s expectations for reliability were sufficiently aligned.  The 17 

Opinion and Order specifically stated: 18 

The Commission finds that Duke's expectations and customers' 19 

expectations are sufficiently aligned. In examining the reliability of 20 

                                                 
35 Case No. 14-841-EL-SSO, Opinion and Order (April 2, 2015) at 71. 
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the Company's distribution system, the Commission notes that 1 

Duke consistently meets the SAIFI and CAIDI standards.36 2 

 3 

SAIFI represents the average number (frequency) of interruptions per year.37  4 

Customer average interruption duration index CAIDI represents the average time 5 

to restore service (outage duration).38  These two standards represent the 6 

minimum acceptable reliability that customers have a right to receive. 7 

 8 

Q30. DID THE PUCO STAFF EXAMINE WHY THE PROGRAMS INCLUDED IN 9 

THE DCI RIDER WERE NOT CONTRIBUTING TO BETTER 10 

RELIABILITY? 11 

A30. No.  The Staff Report and the Settlement were silent on this topic. However, Staff 12 

should have conducted an examination into the Utility’s reliability.  The PUCO 13 

authorized the DCI rider based on a specific representation by that there were 19 14 

programs that Duke considered vital to maintaining customer reliability.39  15 

According to the Duke response to OCC-INT-04-090, attached as JDW-10, a 16 

listing of the 19 programs supported by the DCI rider.  As can be seen in JDW-10, 17 

the projected expenditures for these programs between 2015 and 2018 is well over 18 

$250 million.  And considering that the Duke reliability has actually degraded not 19 

                                                 
36 Id. 

37 Ohio Admin. Code 4901:1-10-10(B)(1). 

38 Id. 

39 Case 14-841-EL-SSO, Opinion and Order (April 2, 2015 at 66). 
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improved, the prudency and the usefulness of the investments that Duke is 1 

collecting through the DCI investments should have been examined by Staff.  2 

And this examination should have been included in the Staff Report given that 3 

Staff is recommending continuing the rider. 4 

 5 

Q31. DID THE STAFF EXAMINE NEW PROGRAMS THAT DUKE IS 6 

PROPOSING TO FUND THROUGH THE DCI RIDER? 7 

A31. Again the Staff Report and settlement were silent.  Duke proposed two new 8 

programs to be funded through the DCI Rider.  These programs are titled Self-9 

Optimizing Grid and Targeted Undergrounding.40  Duke intends to spend an 10 

additional $10 million annually for the self-optimizing grid over the next six 11 

years.41  Additionally, Duke intends to spend another $70 million between 2018 12 

and 2022 for the targeted undergrounding program.  Both of these programs 13 

would result in increases in the DCI rider charges that will be passed onto 14 

customers.  Yet, Staff performed no analysis of the projected impact these 15 

programs would have on customer reliability.  Neither program should be initiated 16 

through these proceedings.  Furthermore, customers should not be required to pay 17 

for either program until and unless an evaluation is performed that demonstrates 18 

conclusively that the DCI programs will have a positive impact on improving the 19 

SAIFI and CAIDI reliability standards. 20 

                                                 
40 Direct Testimony of Cicely Hart. 

41 Id. at 12. 
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 Self-healing teams are intended to automatically reroute power during an 1 

outage event so that fewer customers are interrupted. Duke installed 30 2 

self-healing teams as part of the Duke smart grid program.  Another three 3 

self-healing teams were installed in 2016 funded through the DCI rider.   4 

These self-healing teams have not operated successfully when they were 5 

called upon to operate as shown in Table 3. 6 

Table 2: Self-Healing Team Performance42 7 
 8 

 

Self-
Healing 
Teams 

# of 
Operations 

# Successful 
Operations 

Failed 
Operations 

Success 
Rate 

2011 17 8 8  - 
2012 24 10 10  - 
2013 30 42 27 15 64% 
2014 30 75 55 20 73% 
2015 30 82 69 19 84% 
2016 33 109 88 21 80% 

 9 
 As can be seen in Table 3, the self-healing teams operated successfully about 80% 10 

of the time when they were called upon in 2016. Duke did not track self-healing 11 

team performance in 2017.43  The success rate in many of the other years was 12 

even worse.  While my understanding is that the self-optimizing grid is different 13 

from self-healing teams, I believe that the application of the distribution 14 

automation technology used in both should be demonstrated to be used and useful 15 

with a much higher success rate before customers are burdened with any 16 

additional costs. In Case No. 14-1051-GE-RDR, the PUCO did not accept a 17 

                                                 
42 Duke Energy Ohio SmartGrid Non-Financial Meters 2016 Annual Report (Attached herein as JDW-11). 

43 According to the Duke response to OCC-POD-06-050 (attached herein as JDW-12).   
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recommendation tying collection of costs associated with self-healing teams to at 1 

least a 90 percent success rate.44  While the performance of the self-healing teams 2 

may have marginally improved since that time, customers should not be required 3 

to pay for imprudent investments that Duke is making in equipment that is not 4 

proving to be used or useful.  Further deployments of self-healing teams and/or 5 

self-optimizing grid should demonstrate specific performance requirements before 6 

costs are collected from customers.    7 

 8 

Q32. HOW WAS THE DCI RIDER ADDRESSED IN THE SETTLEMENT 9 

BETWEEN THE PUCO STAFF, DUKE, AND SOME SIGNATORY 10 

PARTIES? 11 

A32. The Settlement supported extending the DCI rider through May 31, 2025.  The 12 

revenue caps were significantly increased from the $333 million that Staff 13 

implicitly supported in the Staff Report to over $623 million45 between 2018 and 14 

2025 under the Settlement.    15 

                                                 
44 In the Matter of the Application of Duke Energy Ohio, Inc. to Adjust Rider DR-IM and Rider AU for 
2013 SmartGrid Costs. Case No. 14-1051-GE-RDR, Opinion and Order (April 8, 2015 at 6).  

45 According to the Settlement at page 11, the revenue cap for 2018 is $32 million, 2019 is $42.1 million, 
2020 is $56.1 million, 2021 through 2024 the DCI revenue cap will be increased an additional $18.7 
million each year, 2025 is $62.4 million.    
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Q33. DID STAFF PERFORM ANY ANALYSIS OF THE SETTLEMENT, THE 1 

COST EFFECTIVENSS, OR RELIABILITY IMPACT ASSOCIATED WITH 2 

THE $623 MILLION DCI RIDER? 3 

Q33. No. The Settlement merely requires Duke to work with the Staff to develop an 4 

annual plan to emphasize proactive distribution maintenance.46  And the plan is 5 

supposed to include identification of expenditures that will help reduce customer 6 

minutes interrupted.47 There is no requirement for the DCI work plan to quantify 7 

or verify reliability impacts on an annual basis. The annual audit identified in the 8 

Settlement48 is a financial audit and does not evaluate if programs being 9 

implemented as part of the DCI work plan are benefiting customers.  The plan 10 

will not be submitted to Staff until December 1, 2019 and each December 11 

thereafter.49 Yet customers under the Settlement are required to pay for the DCI 12 

well before the plan is even drafted.50  Furthermore, the plan is not publicly filed, 13 

and Duke is not making copies available to parties other than Staff.51  Therefore, 14 

other parties will not have the opportunity to question the work plan, the priority 15 

of spending under the plan, or to contest the lack of quantified benefits to the 16 

PUCO.  17 

                                                 
46 Settlement at page 14. 

47 Id. 

48 Settlement at 11. 

49 Id. 

50 Duke response to OCC STIP INT-02-008 (attached herein as JDW-13). 

51 Id.  
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Q34. WHAT ARE THE RELIABILITY STANDARDS THAT WERE AGREED 1 

UPON BY THE PUCO STAFF, DUKE, AND THE OTHER SIGNATORY 2 

PARTIES IN THE SETTLEMENT? 3 

A34. If approved by the PUCO, the agreed upon CAIDI and SAIFI standards for 2018 4 

through 2025 are: 5 

 6 
 Year  CAIDI  SAIFI 7 

 2018  134.34  1.12 8 

 2019  134.34  1.00 9 

 2020  134.34  0.91 10 

 2021  134.34  0.83 11 

 2022  135.52  0.83 12 

 2023-2025 137.00  0.75 13 

 14 

Q35. IS DUKE REQUIRED TO MEET THE RELIABILITY PERFORMANCE 15 

STANDARDS BETWEEN 2018 AND 2025 AS A CONDITION FOR 16 

CHARGING CUSTOMERS FOR INVESTMENTS BEING COLLECTED 17 

THROUGH THE DCI RIDER? 18 

A35. No.  Duke’s reliability performance has no impact on the revenue caps.  However, 19 

by meeting the minimum reliability performance standards in 2018, Duke can be 20 

eligible to increase the revenue cap by an additional $4.7 million for 2019 from 21 

$42.1 million to $46.8 million.  By meeting the minimum reliability performance 22 
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standards in 2019, the Utility would be able to increase the revenue cap by an 1 

additional $4.7 million for 2020 from $56.1 million to $60.8 million. 2 

 3 

Q36. ARE THE PROPOSED RELIABILITY STANDARDS IN THE 4 

SETTLEMENT REFLECTIVE OF RESIDENTIAL CUSTOMERS’ 5 

EXPECTATIONS FOR RELIABILITY? 6 

A36. No.  Based on a recent customer perception survey, the vast majority of Duke 7 

residential customers consider 2-3 interruptions of more than 5 minutes per year 8 

as being acceptable.52 The vast majority of customers consider an acceptable 9 

duration for a non-storm related outage to be less than two hours.53 The reliability 10 

standards proposed under the settlement support much longer outage durations 11 

than considered acceptable by customers.  12 

 13 

Q37. ARE THERE ANY OTHER ENFORCEMENT MECHANISMS ADDRESSED 14 

IN THE SETTLEMENT IF THE COMPANY FAILS TO MEET THE 15 

AGREED UPON RELIABILITY PERFORMANCE STANDARDS? 16 

A37. No.54  Customers are required to pay the DCI rider even if Duke fails to meet its 17 

reliability performance standards between 2018 and 2025.   18 

                                                 
52 Case No. 16-1602-EL-ESS, Duke response to OCC-POD-01-002(b) (attached herein as JDW-14). 

53 Id. 

54 Duke response to OCC STIP INT-02-006 (attached herein as JDW-15). 
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Q38. ARE THERE OTHER REASONS THE PUCO SHOULD CONSIDER IN 1 

ENDING THE DCI RIDER IMMEDIATELY? 2 

A38. Yes.  Duke revealed in the Direct Testimony of Mr. Don Schneider that the Utility 3 

is replacing 80,000 Echelon meters with Itron meters as part of an effort to sustain 4 

its failing smart grid program.  The total capital expense planned for replacing the 5 

80,000 Echelon meters is just over $10 million.  Based on the Duke response to 6 

OCC INT-09-184 (attached as JDW-16), Duke contends that if the capital costs 7 

are in FERC distribution capital accounts, they will be included in Rider DCI.   8 

 9 

 Furthermore, the PUCO Staff, Duke and signatory parties agreed that Duke could 10 

spend up to $20 million through the DCI rider to install a battery storage 11 

project(s) for the purpose of deferring circuit investments or addressing 12 

distribution reliability issues.  Duke has provided no further support for the $20 13 

million investment.  Furthermore, Duke has provided no assurance that the battery 14 

storage project(s) will support reliability improvement on the distribution system.  15 

And Duke intends to install the battery storage project to “show the value of 16 

distributed battery storage can provide to the grid.55 17 

 18 

Duke has not demonstrated that the battery storage project is an infrastructure 19 

modernization program as required pursuant to O.R.C. 4928.143(B)(2)(h).  20 

Furthermore, there has been no Staff examination of the Duke distribution system 21 

                                                 
55 Duke response to OCC STP INT-02-007 (attached herein as JDW-17).  
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to determine that any battery storage projects will align customer and Duke 1 

expectations regarding reliability.   2 

 3 

 The PUCO authorized the current DCI Rider based upon the 19 programs that 4 

Duke represented to the PUCO were vital in maintaining customer reliability.  5 

Duke’s failing reliability proves that the DCI rider was ineffective in helping 6 

maintain or improve reliability.  Now Duke wants to expand the magnitude of its 7 

spending to replace meters and to install battery storage projects. Ending the DCI 8 

Rider now helps ensure that customers are not being unfairly or otherwise 9 

inappropriately charged for investments that provide them with no quantifiable 10 

reliability benefit. 11 

  12 

 The costs associated with replacing meters should be addressed as part of a 13 

comprehensive resolution of all of the issues associated with Duke’s smart grid 14 

program and not the DCI.  The proposed battery storage project(s) under the 15 

Settlement lacks sufficient information to enable an evaluation of the proposal to 16 

determine if funding is qualified under the DCI rider. The PUCO should maintain 17 

approval authority over all battery storage project(s) and not Duke.56 Prior to 18 

approval of any battery storage project(s), the PUCO should require the Utility to 19 

file an application that contains sufficient details to determine if the project 20 

qualifies as an infrastructure modernization program under R.C. 4928.143(B)(9)(d) 21 

                                                 
56 Settlement, Attachment G, page 5-6. 
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and ensure that any revenues associated with the project are used to reduce the 1 

overall revenue cap.   2 

 3 

Q39. DO YOU HAVE AN OPINION REGARDING THE SETTLEMENT 4 

RECOMMENDATION FOR A DISTRIBUTION BASE RATE CASE IN 2024? 5 

A39. Yes.  I consider the recommendation for the rate case to be illusionary at best.  To 6 

be absolutely clear, there is no Settlement agreement supporting a firm 7 

commitment for a rate case in 2024.  The Settlement merely intimates that Duke 8 

may not be able to continue the DCI past 2024 if a rate case is not filed57.  My 9 

concerns are that Duke has not demonstrated that the money it is collecting from 10 

customers now under its current DCI rider is cost effective, providing any benefits 11 

for customers or if the additional consumer monies are necessary.  Revenue caps 12 

that support spending another $623 million over another six years is not beneficial 13 

for consumers. Duke should be required to make the necessary investment to 14 

provide safe and reliability service for its customers and then seek recovery of 15 

these expenses in future base rates when and if it demonstrates that the costs were 16 

prudently incurred.   17 

                                                 
57 Settlement at page 12.  
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Q40. PLEASE EXPLAIN DUKE’S PROPOSAL TO COLLECT ADDITIONAL 1 

MONEY FROM CUSTOMERS FOR TREE-TRIMMING EXPENSES? 2 

A40. In agreeing to the new and less stringent reliability standards shown above, Staff, 3 

Duke, and the signatory parties agreed to provide Duke with an ESRR rider that 4 

enables Duke to collect an additional $10 million annually beginning in 2018.58  5 

The rider can collect additional affiliated contractor vegetation management 6 

services above the $10,720, 877 included in base rates. 7 

 8 

Q41. DO YOU HAVE AN OPINION ON DUKE’S PROPOSAL TO ESTABLISH A 9 

NEW ESRR RIDER? 10 

A41. Yes.  The PUCO should reject the ESRR rider.  First, there has been no 11 

determination that Duke has actually incurred additional tree-trimming expenses 12 

that it is not already collecting from customers in base rates.  Second, the 13 

Settlement supports Duke transitioning from a four-year cycle-based vegetation 14 

management program as opposed to the current four-year cycle-based program.  15 

Also, I oppose the Settlement provision that supports Duke being able to collect 16 

alleged tree-trimming costs for 2018 for any period of time before the PUCO 17 

renders an order in this case.   18 

                                                 
58 Settlement at page 14.  
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Q42. DID THE PUCO STAFF REPORT PROVIDE ANY RECOMMENDATIONS 1 

CONCERNING THE DUKE PURCHASE OF RECEIVABLES PROGRAM, 2 

UNCOLLECTIBLE RIDER, AND DEBT COLLECTION PROCESS? 3 

A42. Yes.  Staff recommended that the Utility needs to incorporate credit and business 4 

risk into the purchase of receivables program.59  By way of background, Duke 5 

provides consolidated billing where competitive retail electric service supplier 6 

(“Marketer”) charges are included along with Duke distribution charges in a 7 

single monthly bill to customers.  Marketer providers can choose to have Duke 8 

purchase their receivables or they can manage their own debt collection.  When 9 

Duke purchases the Marketer receivables, it does so without a discount.  10 

Therefore, the Marketers are reimbursed 100 percent of their charges from Duke 11 

regardless if the customer pays the entire Marketer charges.  Duke then seeks 12 

collection of the Marketer charges from customers.  And if customers do not pay 13 

these charges, Duke would seek collection from customers through an 14 

uncollectible rider. 15 

 16 

Staff examined the purchase of receivables, bad debt rider, and debt collection 17 

processes and concluded that Duke does not rely on common audits and other 18 

tools to verify the accuracy of the Marketer receivables that ultimately are 19 

included in the uncollectible rider.  Staff further noted a lack of internal controls 20 

and reports that Duke should be relying upon to protect customers from paying 21 

                                                 
59 Staff Report at 51. 
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business costs that rightfully should be the responsibility of the Marketers.  Staff 1 

recommended that a discount rate be established for the purchase of receivables 2 

program.  Staff also recommended that as part of the next annual review of the 3 

uncollectible rider, Duke perform a comprehensive audit of the purchase of 4 

receivables program. 5 

 6 

Q43. HOW DID THE SETTLEMENT ADDRESS THE PURCHASE OF 7 

ACCOUNTS RECEIVABLES (“PAR”) ISSUE? 8 

A43. The PUCO Staff, Duke, and the other parties to the settlement agreed that an audit 9 

would be performed of the PAR program.60  The audit is supposed to examine the 10 

sufficiency of Dukes processes and controls for monitoring Marketer compliance 11 

with the PAR agreement.  Costs for the audit will be paid for by customers 12 

through the UE-GEN rider. 61 13 

 14 

Q44. DO YOU HAVE AN OPINION REGARDING THE PAR AS IT CONCERNS 15 

THE SETTLEMENT?  16 

A44. Yes.  The Staff Report was on the right track in establishing a discount rate for the 17 

PAR program.  However, as a precursor to establishing a discount rate, Staff 18 

should have examined if there is currently a need for continuing the PAR and the 19 

uncollectible rider.  The PAR was initiated to help spur additional marketer 20 

                                                 
60 Settlement at 22. 

61 Id. 



Direct Testimony of James D. Williams 
On Behalf of the Office of the Ohio Consumers’ Counsel 

PUCO Case No. 17-0032-EL-AIR et al. 
 
 

46 
 

participation in the Duke electric choice program. According to the offers 1 

available for residential customers on the PUCO energy choice website, there are 2 

currently 61 marketers providing competitive offers in Duke’s service territory.62  3 

There were 56 marketers providing service during the last ESP.  Therefore, even 4 

with a zero discount PAR, the program does not appear to provide incentives for 5 

larger numbers of suppliers to offer Marketers in the Duke service territory.  Yet 6 

the PAR in concert with the uncollectible rider tend to shift the financial risk 7 

associated with Marketer bad debt from suppliers onto customers.  Because the 8 

collection of the bad debt is essentially guaranteed through the uncollectible rider, 9 

there is little if any incentive for Duke or the Marketers to actually manage the 10 

debt. Eliminating the PAR and the uncollectible rider would place the 11 

responsibility for collecting Marketer uncollectable debt back onto the suppliers 12 

where it belongs. 13 

 14 

 In comments filed by the OCC in Case 17-2089-GE-COI on April 27, 2018, the 15 

agency commented that when Duke purchases the supplier accounts receivable, 16 

customers can be disconnected for non-payment even though the debt originated 17 

with the competitive supplier. This was confirmed in the Duke response to STIP 18 

OCC INT-05-139 (attached herein as JDW-18). Furthermore, according to the 19 

Duke response to STIP OCC INT-05-140 (attached herein as JDW-19), Duke 20 

                                                 
62http://energychoice.ohio.gov/ApplesToApplesComparision.aspx?Category=Electric&TerritoryId=4&Rate
Code=1  
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does not separately track the number of residential customers who are 1 

disconnected for non-payment of charges that originated with a Marketer.  OCC 2 

commented that this practice violates R.C. 4928.10(D) and multiple PUCO rules.  3 

While the PUCO has not rendered an opinion in Case 17-2089-GE-ORD at this 4 

time, Duke’s practice of disconnecting customers for debt that originates with a 5 

Marketer should be examined.  My recommendation is that if the PUCO approve 6 

the Settlement, the auditor should be instructed to evaluate the extent in which 7 

Duke’s disconnection policies regarding Marketer debt are in compliance with 8 

Ohio law and PUCO rules. 9 

 10 

Q45. DOES THE SETTLEMENT PACKAGE VIOLATE ANY IMPORTANT 11 

REGULATORY PRINCIPLE OR PRACTICE? 12 

A45. Yes.  The Settlement violates R.C. 4928.02(A), which requires customers to be 13 

provided with adequate, reliable, safe, efficient, nondiscriminatory, and 14 

reasonably priced retail electric service.  Duke has failed to meet its minimum 15 

reliability performance standards for two years, which constitutes a violation of 16 

Ohio Adm. Code 4901:1-10-10(E).  This further demonstrates that Duke is failing 17 

to provide adequate, safe, and reliable service to customers.  In addition, to the 18 

extent that the DCI rider has failed in providing customers with safe and reliable 19 

service, the continuation of the DCI rider and the spending of over $623 million 20 

in investments that must be paid for by consumers under the settlement constitutes 21 

unreasonably priced retail electric service.   22 



Direct Testimony of James D. Williams 
On Behalf of the Office of the Ohio Consumers’ Counsel 

PUCO Case No. 17-0032-EL-AIR et al. 
 
 

48 
 

 Ohio Adm. Code 4901:1-10-10(B) prescribes the methodology to be used for 1 

establishing minimum reliability performance standards.  According to STIP INT 2 

03-052 (attached herein as JDW-20), the reliability performance standards were 3 

established in confidential settlement discussions.  Therefore, there is no way for 4 

the PUCO to evaluate the just and reasonableness of the standards.    5 

 6 

VI. CONCLUSION 7 

 8 

Q46. PLEASE SUMMARIZE YOUR RECOMMENDATION. 9 

A46.  I recommend that the PUCO not adopt the Settlement as filed. As discussed 10 

above, the Settlement fails to meet any prong of the PUCO’s three-prong test. 11 

There cannot be serious bargaining among knowledgeable parties where some 12 

parties are excluded from discussions and other parties may not appreciate the 13 

magnitude of Duke’s failure to meet reliability standards. Additionally, the 14 

Settlement, as a package, harms customers and does not benefit the public interest 15 

because customers are required to pay for distribution programs, but are not 16 

receiving reliable service and in fact reliability has previously declined despite 17 

customers have been charged for the same or similar programs. Furthermore, the 18 

Settlement violates Ohio regulatory principles and practices where customers pay 19 

for programs but are not receiving reliable service. Thus, the PUCO should not 20 

adopt the Settlement as filed.   21 
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If the PUCO does adopt the Settlement, then the PUCO should modify the 1 

settlement and incorporate the recommended changes discussed in my testimony 2 

along with the recommended changes of OCC’s other witnesses in this 3 

proceeding.  4 

 5 

Q47. DOES THIS CONCLUDE YOUR TESTIMONY? 6 

A47. Yes.  However, I reiterate that, as demonstrated above, the proposed Settlement 7 

fails to meet the three-prong test for PUCO approval of a settlement.  I also 8 

reserve the right to supplement my testimony if additional testimony is filed, or if 9 

new information or data in connection with this proceeding becomes available. 10 
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