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COMMENTS OF DUKE ENERGY OHIO, INC.

l. INTRODUCTION

The Public Utilities Commission of Ohio (Commission) directed its Staff to issue a request
for proposal for audit services related to Duke Energy Ohio, Inc.’s (Duke Energy Ohio) Alternative
Energy Recovery Rider (Rider AER-R). On March 27, 2019, the Commission selected Larkin and
Associates PLLC (Larkin or the Auditor) to perform the audit. OnJuly 10, 2020, Larkin submitted
a report for the Phase 2 audit entitled “Management/Performance and Financial Audit of the
Alternative Energy Recovery Rider of Duke Energy Ohio, Inc. Covering the Period January 1,
2019 Through December 31, 2019,” (Report). In an Entry on January 23, 2020, the Commission
directed that interested parties file comments by July 31, 2020. Below are the comments of Duke
Energy Ohio.
1. COMMENTS

The Auditor recommended that the Company continue to monitor market conditions and
risks and reassess at least once a year whether shifting to a dollar cost averaging approach could

help provide protection from REC price volatility.> For the reasons described on pages 1-12 to 1-

! Report, p. 1-23.



13 of the Report, the Company continues to believe that dollar cost averaging is not optimal for
meeting its compliance needs. However, the Company agrees to continue to monitor market

conditions and risks and reassess this judgment once per year.

The Auditor recommended that, to address the issue of over-estimating RPS compliance
requirements during the year, the Company conduct a mid-year evaluation, review the quantities
of RECs recorded, the remaining expected REC requirements for the year, and adjust its monthly
estimated consumption/recording of RECs accordingly.? In fact, the Company revisits the load
forecast twice annually and makes any necessary adjustments, with a semi-annual review currently
in progress. As far as the switch/non-switch load specifically, Duke Energy considers only recent
data in estimating the portion of load that is non-switched, allowing for recent trends to impact the

forecast with more weight.

The Auditor recommended that the Company monitor and pursue receipt of the zero-cost
solar RECs to which the Company is entitled to assure that they are recognized and accounted for
in the period in which such RECs are being created.® In support of this recommendation, the
Auditor stated, in regard to zero-cost solar RECs acquired before 2019 that “having some of these
zero cost solar RECs available and recognized in DEQO's solar REC inventory prior to 2019 could
presumably have resulted in some (but likely not large) amount of savings related to DEQO's cost
of solar REC compliance in years prior to 2019.”* The Company does not disagree with the
recommendation, but wishes to note that the number of RECs received from such facilities is small
in comparison to Duke Energy Ohio’s total RPS obligation, and therefore having these solar RECs
in inventory would not have changed any solar REC purchasing decisions made by the Company

in 2016-2018.

2 Report, p. 1-23.
3 Report, p. 1-26; see also p. 3-20.
4 Report, p. 1-26.



The Auditor recommended that the Company evaluate whether inventory accounting could
improve the matching of costs with GoGreen program revenues on an annual calendar year basis.®
Duke Energy Accounting has deemed GoGreen program expenses to be immaterial and not to

require inventory accounting. However, the Company agrees to evaluate this question.

The Company has no additional comments on the Audit Report. The Company appreciates
the opportunity to offer comments and recommends that the Commission approve and adopt the

Report, with incorporation of the above comments.
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