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L. INTRODUCTION

On August 4, 2015, Duquesne Light Company (“Duquesne Light” or “DL.C™) filed the
above captioned Petition for Approval to Modify its Smart Meter Procurement and Installation
Plan (“Petition”). The Petition set forth Duquesne Light’s proposed Amended Smart Meter
Deployment Plan. The Petition requested that the Pennsylvania Public Utility Commission
(“Commission™) approve the Petition, find that Duquesne Light’s Amended Smart Meter Plan
fully complies with Act 129 and the Commission’s Implementation Order, and grant any waivers

that may be necessary for Duquesne Light to implement its Amended Smart Meter Plan. Citizen

' Power, Inc. (“Citizen Power”) files this Reply Brief in response to Duquesne Light’s Main Brief

filed on July 20, 2016.

II. PROCEDURAL HISTORY

On August 14, 2009, in Docket M-2009-2123948, Duquesne Light filed their Initial
Smart Meter Plan in response to the Commission’s June 24, 2009 Implementation Order
(“Implementation Order”). On May 11, 2010, the Commission approved a modified version of
the Initial Smart Meter Plan. On July 1, 2010, Duquesne Light filed a Cost Benefit Analysis of
the nine Smart Meter capabilities identified by the Commission in their Implementation Order
that went beyond those required by Act 129. On December 29, 2010, Duquesne Light filed their
Application for Approval of Assessment of Needs, Technology Solutions and Vendor Selection
(“Assessment Application™). On January 31, 2010, Duquesne Light filed a Supplement to their
Assessment Application identifying [tron, Inc. as its recommended primary contractor to design,

construct, implement, and oversee Duquesne Light’s Smart Meter Program.



On March 31, 2011, Duquesne Light filed the document “Establishment of Network
Design for the Duquesne Light Smart Meter Program” which explained the study conducted by
Dugquesne Light to review the existing communication infrastructure compared to what was
needed to implement the AMIL On October 6, 2011, Duquesne Light filed an update regarding
the equipment testing planned in conjunction with the rollout of the smart meters titled
“Installation, Testing and Rollout of Support Equipment and Software Update.” On November 2,
2011, Duquesne Light filed a status update on the Establishment of Plans for Installation of
Meters and Outside Communications and Training. On November 18, 2011, Duquesne Light
filed a request for an extension of time to file their final Smart Meter Plan, which was approved
by the Commission via Secretarial Letter on December 13, 2011.

On June 29, 2012, Duquesne Light filed a Petition for Approval of their Smart Meter
Deployment Plan which included a phased in approach to replace their current Advanced Meter
Reading Infrastructure with AMI and identified four main components of the project: Itron Smart
Meters, the local area network (“LAN”), the wide area network (“WAN?), and the Head-End
Collection System. On December 7, 2012, Duquesne Light and the Office of Consumer
Advocate filed a Joint Petition for Approval of Full Settlement (“Joint Petition”). Citizen Power,
as well as the other intervenors, did not contest the Petition. On May 6, 2013, the Commission
entered an Opinion and Order, granting the 2012 Smart Meter Plan and Joint Petition in part and
modifying in part. This Order required Duquesne Light to provide data regarding the cost
effectiveness of voltage monitoring and communication of outages. On August 2, 2013,
Duguesne Light submitted a Compliance Filing which elucidated the benefits of Volt/VAR

optimization, outage notification, and transformer load monitoring capabilities.



On August 4, 2015, the Petition of Duquesne Light Company for Approval to Modify its
Smart Meter Procurement and Installation Plan was filed in the above-captioned docket. In
addition to the Petition, Duquesne Light submitted the written direct testimony of Brian J.
Novicki, James T. Karcher, and William V. Pfrommer. On August 24, 2015, both the Office of
Consumer Advocate (“OCA”) and Citizen Power filed Answers to the Petition requesting that
the matter be referred to the Office of Administrative Law Judge (“OALJ”) for evidentiary
hearings. Also on August 24, 2015, Duquesne Light filed the written supplemental direct
testimony of James T. Karcher. On September 4, 2015, the Office of Small Business Advocate
(“OSBA”) filed a Notice of Intervention. On September 18, 2015, OCA filed a Notice of
Intervention. On October 2, 2015, the Commission issued a Notice of Prehearing Conference
scheduled for October 13, 2015. On October 13, 2015 Citizen Power filed a Petition to Intervene.

On October 13, 2015, a Prehearing Conference was held by the Honorable Katrina L.
Dunderdale, Administrative Law Judge. On October 14, 2015, a Prehearing Order was issued
memorializing the discussion of the parties at the Prehearing Conference including setting forth a
litigation schedule and granting Citizen Power’s Petition to Intervene.

Duquesne Light filed Supplemental Direct Testimony on August 24, 2015 and November
13, 2015. OCA filed Direct Testimony on December 12, 2015. Rebuttal testimony was filed by
Duquesne Light on January 21, 2016. Surrebuttal testimony was filed by OCA on February 4,
2016. Dugquesne filed rejoinder testimony on February 11, 2016. An evidentiary hearing was held
on February 18, 2016 before ALJ Katrina . Dunderdale, at which written testimony and exhibits
were received into evidence. Main Briefs were filed on March 17, 2016 by Citizen Power,
Duquesne Light, and OCA. Reply Briefs were filed on April 7,2016 by Citizen Power,

Duquesne Light, and OCA. On May 4, 2016, ALJ Dunderdale issued a Post-Hearing Order to



reopen the hearing record in order to flesh out and separate smart meter costs from operational
business enhancement costs. On May 24, 2016, a post-hearing conference was held where the
parties agreed to suspend the litigation schedule and established a further litigation schedule. On
May 25, 2016, ALJ Dunderdale issued a Second Post-Hearing Order which suspended the
litigation schedule, directed Duquesne Light to respond to four enumerated inquires, provided all
parties with an opportunity to serve supplemental direct and/or supplemental rebuttal written
testimony, and directed the parties to appear at an evidentiary hearing on June 30, 2016. On June
6, 2016, Duquesne Light filed Supplemental Post Hearing Direct Testimony. On June 24, 2016,
OCA filed Supplemental Post Hearing Rebuttal Testimony. A Further Hearing occurred on June
30, 2016, where additional written testimony as well as an exhibit was moved into the hearing

record. On July 20,2016, Main Briefs were filed by Duquesne Light, OCA, and Citizen Power.

III. STATEMENT OF THE QUESTIONS INVOLVED

L. Has Dugquesne Light demonstrated that the benefits of implementing an Advanced
Distribution Management System (“ADMS™) exceed the implementation and ongoing costs and
correspondingly represent a reasonable use of ratepayer funds that is justified at this time?

Citizen Power’s suggested answer: No.

2. Is it appropriate to allocate costs associated with the Outage Management System
to the residential customer class when they receive a de minimus benefit from such a system?

Citizen Power’s suggested answer: No.

3. If the Commission determines that the implementation of ADMS is justified at
this time, is it appropriate to allocate the total cost of the ADMS on a per meter basis?

Citizen Power’s suggested answer: No.



IV. BURDEN OF PROOF

As the petitioner for a Commission Order in this matter, Duquesne Light has the burden
of proving that the proposed modifications to their Smart Meter Procurement and Installation
Plan meet the requirements of Act 129 and the Installation Order. 66 Pa.C.S. § 332(a). To satisfy
that burden, the propend must prove each element of its case by a preponderance of the evidence.
Samuel J. Lansberry, Inc. v. Pa. PUC, 578 A.2d 600 (Pa. Cmwlth. 1990). A preponderance of
the evidence is established by presenting evidence that is more convincing, by even the smallest
amount, than that presented by the other parties to the case. Se-Ling Hosiery, Inc. v. Margulies,
364 Pa. 45, 70 A.2d 854 (1950). Additionally, the Commission’s decision must be supported by
substantial evidence in the record. More is required than a mere trace of evidence or a suspicion
of the existence of a fact sought to be established. Norfolk & Western Ry. Co. v. Pa. PUC, 489

Pa. 109, 413 A.2d 1037 (1980).

V. SUMMARY OF ARGUMENT

The Commission, in its fmplementation Order, set out nine additional capabilities that
EDCs were to consider in the development of their SMP. These capabilities were only required
by the Commission if they were determined to be cost effective. Among these capabilities were
the ability to monitor voltage as well as the ability to communicate outage and restoration
information. As part of the Petition, Duquesne Light proposed to implement an ADMS in order
to achieve enhanced outage communication and voltage moﬁitoring capabilities. Furthermore,
Duquesne Light proposes to collect the costs to implement an ADMS under the Smart Meter
Charge Rider approved by the Commission in the May 11, 2010 order approving a modified

version of the Initial Smart Meter Plan.



However, Duquesne Light has not demonstrated that the proposal to implement an
ADMS is cost effective. Specifically, Duquesne Light’s cost/benefit analysis depends upon an
estimated socictal benefit of $6M per year to show that the ADMS has a net benefit without |
addressing the fact that the ADMS does not have a net benefit for the residential class which
represents almost 90% of Duquesne Light’s customers. In addition, by proposing to collect the
ADMS costs through the Smart Meter Charge Rider, the groups that most benefit from the
ADMS are not the ones that primarily pay for it. Although Act 129 allows an EDC to collect
smart meter technology costs through either a reconcilable automatic adjustment charge under
Section 1307 or through base rates, that choice should be responsive to the requirement that rates
be prudent and reasonable. It is unreasonable for a majority of the costs of the ADMS be placed

upon residential customers when they receive relatively few benefits.

VI ARGUMENT

A. SUMMARY OF DUQUESNE LIGHT’S MODIFIED SMART METER
PLAN AND DISPUTED ISSUES IN PROCEEDING

On August 4, 2015, Duquesne Light Company (“Duquesne Light™) filed the above
captioned Petition for Approval to Modify its Smart Meter Procurement and Installation Plan
(“Petition™). The Petition proposes a number of significant modifications to the 2012 Smart
Meter Plan including: (1) changing the implementation date for Time of Use (“TOU”), Real
Time Pricing (“RTP™), and net metering functionality to 2016 from 2015; (2) implementation of
an Advanced Distribution Management System (“ADMS”) which includes a new Outage
Management System (“OMS”) and Distribution Management System (“DMS”) at an estimated
cost of $46M-$56M plus an estimated cost of $5-$6M for ADMS run operations as well as an
ongoing incremental cost of $2.8M per year; (3) a ramped-up smart meter deployment schedule
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which would complete all residential meter installations by 2018 and all commercial and
industrial meter installations by 2019; (4) an increase in the estimated cost of the Amended
Smart Meter Plan to $257M, exclusive of the ADMS costs; (5) approval of a $15M contingency
component to cover changes in scope or requirements, unforeseen cost increases, or
implementation complications; (6) approval for additional repairs of equipment adjoining the
new advanced metering infrastructure (“AMI”) to insure safe installation of the new meters,
which would have any costs incurred recovered through the Smart Meter Charge Rider; and (7)
the continued collection of any AMI costs, as well as new costs relating to the Petition, through
the existing Smart Meter Charge Rider.

Citizen Power has identified the disputed issues as whether the ADMS Project, as
proposed, is cost effective and whether the proposed use of the Smart Meter Charge Rider is
appropriate.

B. ADMS ISSUES

1. ADMS Project Approval Issues

The central issue regarding whether the ADMS project should be approved is whether the
project is cost-effective. Duquesne Light has stated that the OMS portion of the project will have
a payback period of approximately 7-9 years and the DMS portion will have a payback period of
Jess than 2 years. DLC Main Brief pg. 22. However, this estimate for the OMS payback period is
based upon the inclusion of societal benefits in the calculation and the inclusion of the DMS is
dependent upon a functioning OMS. It is clear that without the inclusion of societal benefits in
the calculation, the costs of ADMS far exceed the benefits. OCA Revised Main Brief pg 17.

Citizen Power does not believe that the societal benefits should be included in the cost-

benefit analysis. Duquesne Light states that there are quantified consumer savings from



implementing the ADMS and those savings are properly included in the analysis. DL.C Main
Brief pg. 20. However, as noted by OCA, the Commission has not traditionally recognized
claims of societal benefits in other contexts such as energy efficiency and conservation
programs. OCA Main Brief pg. 17. Assuming arguendo that the socictal benefits are relatively
accurate, that still does not address the argument that the savings exist outside of the ratemaking
function and are therefore akin to positive externalitics. OCA Main Brief pg. 14.

However, if societal benefits are included, it is still not clear that the ADMS project has
an overall positive net present value. Duquesne Light avers that if the “soft” consumer cost
savings are included, the ADMS project is clearly cost-effective. DLC Main Brief pg. 8.
However, that analysis appears to be based upon the societal benefits resulting from the
proprietary DNV GL model. Duquesne Light also included a publically available ICE calculator
which calculated a different number for societal benefits, However, OCA identified several
limitations of the ICE model that would caution against an over-reliance on any specific benefit
numbers that are produced. OCA St. 1-S pg. 2. Duquesne Light states that “it is clear based upon
these two independent models that there will be substantial customer savings from implementing
the ADMS.” DLC Main Brief pg. 20, What is unclear whether the GNV GL meodel is correct, the
ICE calculator is correct, or the actual savings will be above or below these estimates. Such is
the nature of estimating the value of reliability improvements over a twenty year period. When
determining the total benefit from reliability improvements, the highest estimate available should
not be used. In fact, given the possibility of uncertain future conditions, such as some customers
going off the grid by 2039, a more conservative estimate of benefits would be appropriate.

Even if you use the numbers provided with the ICE calculator, it is still not clear whether

the ADMS project is cost effective. Duquesne Light has estimated that the cost of implementing



the ADMS Project is between $46M and $56M. Of this estimate, between $42.2M and $51.6M
comes from the implementation of the Outage Management System (“OMS”) while between
$3.8M and $4.4M is from the implementation of the Distribution Management System (“DMS”).
DLC Petition pg. 13, §35. In addition, there is an estimated ADMS Run Operations cost of
between $5M and $6M as well as ongoing incremental annual costs to operate and maintain
ADMS of $2.8M per year. DLC Petition pg. 17, §44; DLC Petition pg. 13, §35. The estimated
quantifiable benefits of implementing the ADMS Project are $46.3M over a 20 year period. DLC
Petition pg. 14, §37. Specifically, the quantifiable benefits gradually increase until they reach a
plateau of $2.585M per year in 2023. DLC Petition pg. 15, §40. Duquesne Light is expected to
realize a savings benefit of $300,000 from the OMS Implementation and a savings of $285,000
per year from the DMS Implementation. The other $2,000,000 per year is expected to be passed
on to customers through reduced power costs. DLC St. No. 2, pp. 12-13.

The estimated benefits of the ADMS project are $2.585M per year in quantifiable
economic benefits and $36M in soft benefits as calculated using the ICE model. DLC Ex. JK 2-
R, Pg. 2. On the other hand, the estimated O&M costs of ADMS are $2.8M per year with the
combined cost of the ADMS project implementation and the ADMS Run Operations running as
high as $62M ($56M + $6M). DLC Petition pg. 13, §35; DLC Petition pg. 17, §44. This is
contrary to Duquesne Light’s assertion that even if incremental.ongoing costs to run the ADMS

are included in the analysis, the project benefits still exceed the project costs. DLC Main Brief

pg. 21.

2. ADMS Cost Recovery Issues

Citizen Power does not address this issue in this Reply Brief.



C. RECOVERY OF BILL READY COSTS

Citizen Power does not address this issue in this Reply Brief.

D. INCREMENTAL AMI PROJECT COSTS

Citizen Power does not address this issue in this Reply Brief.

E. MISCELLANEOUS ISSUES

Citizen Power does not address this issue in this Reply Brief.

VII. CONCLUSION

Citizen Power avers that Duquesne Light has failed to demonstrate that the ADMS
project is cost-effective and therefore the Commission should reject that aspect of the
Petition.

Respectfully submitted,
=

Theodore §. Robinson, Esquire
PA Attorney ID No. 203852

Citizen Power
2121 Murray Avenue
Pittsburgh, PA 15217

Phone: 412-421-7029
] Fax: 412-421-6162
| Email: robinson{@citizenpower.com

Date: July 27, 2016 Counsel for Citizen Power



BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Petition of Duquesne Light Company for
Approval to Modify its Smart Meter
Procurement and Installation Plan

Docket No. P-2015-2497267

CERTIFICATE OF SERVICE
I hereby certify that I have this day served a true copy of the foregoing document of Citizen
Power, Inc. upon parties of record in this proceeding in accordance with the requirements of 52 Pa. Code
Section 1.54 (relating to service by a participant), in the manner and upon the persons as listed below:

Dated this 20™ day of July, 2016.

SERVICE BY E-MAIL (1 COPY) and FIRST CLASS MAIL (2 COPIES)

Michael W. Gang, Esquire
Anthony D. Kanagy, Esquire

Post & Schell PC

17 North Second Street, 12" Floor
Harrisburg, PA 17101
mgang@postschell.com

akanagy@postschell.com

Tishekia Williams, Esquire
Duquesne Light Company

411 Seventh Avenue, 16" Floor
Pittsburgh, PA 15219

Johnnie E. Simms, Esquire

Bureau of Investigation & Enforcement
Commonwealth Keystone Building
400 North Street, 2™ Floor West

PO Box 3265

Harrisburg, PA 17105-3265

Aron J. Beatty, Esquire
David T. Evrard, Esquire
Office of Consumer Advocate
555 Walnut Street

Forum Place, 5™ Floor
Harrisburg, PA 17101-1921
devrard@paoca.org

Sharon E. Webb, Esquire

Office of Small Business Advocate
300 North Second Street, Suite 1102
Harrisburg, PA 17101

swebb{@pa.gov

Pamela C. Polacek, Esquire
Teresa K. Schmittberger, Esquire
McNees Wallace & Nurick LLC
100 Pine Street

PO Box 1166

Harrisburg, PA 17108-1166



Divesh Gupta, Esquire
Constellation Energy Group, Inc.
100 Constellation Way, Suite 500C
Baltimore, MD 21202

Patrick M. Cicero, Esquire
Pennsylvania Utility Law Project
118 Locust Street

Harrisburg, PA 17101

Christopher A. Lewis, Esquire
Blank Rome LLP

One Logan Square
Philadelphia, PA 19103

2
Theodore S. Robinson, Esq.
Citizen Power
2121 Murray Avenue
Pittsburgh, PA 15217
Telephone: (412) 421-7029
FAX: (412)421-6162
E-mail: robinson@citizenpower.com
PA Attorney ID No. 203852




