‘, Duquesne Light

411 Seventh Avenue Tel 412-383-1541
16" Floor Fax 412-393-1418
Pittsburgh, PA 15219 gjack@duglight.com

Gary A. Jack
Assistant General Counsel

January 31, 2011

VIA OVERNIGHT MAIL Contains Confidential Information

Rosemary Chiavetta, Secretary

Pennsylvania Public Utility Commission
Commonwealth Keystone Building, 2™ Floor
400 North Street

Harrisburg, PA 17120

Re:  Duquesne Light Company Petition for Approval of
Smart Meter Procurement and Installation Plan
Docket No: M-2009-2123948

Dear Secretary Chiavetta:

Enclosed for filing and approval please find one (1) original and three (3) copies of
the Supplement to the Application for Approval of Duquesne Light’s Assessment of Needs,
Technology Solutions and Vendor Selection, filed on December 30, 2010, pursuant to its Smart
Meter Procurement and Installation Plan. Please note that Exhibit A to this Supplement
contains confidential information and should be accorded confidential treatment by the
Commission. It has been placed in a separate confidential envelope and should not be
placed as part of the public record.

Please contact me if you have any questions.

Sincerely yours, R ECE , vE D
JAN 31 2011
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ty AlTa SZCRETARY'S BREAY)

Assistant General Counsel

Enclosures .

cc: Service List (via Electronic Mail and United States First Class Mail)



BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Duquesne Light Company :
Smart Meter Procurement : Docket No. M-2009-2123948
And Installation Program :

SUPPLEMENT TO APPLICATION FOR APPROVAL OF DUQUESNE LIGHT’S
ASSESSMENT OF NEEDS, TECHNOLOGY SOLUTIONS AND VENDOR
SELECTION

Duquesne Light Company (“Duquesne” or “Duquesne Light” or “Company™)
hereby files supplemental information (“Supplement”) to its Application seeking
approval of its Advanced Metering Infrastructure (“AMI”) Assessment of Needs,
Technology Solutions and Vendor Selection, filed on December 30, 2010,
(“Application™) pursuant to its Smart Meter Procurement and Installation Plan (“SMPI
Plan™), approved as detailed in a Commission Order dated May 11, 2010, as well as
approval for an updated range of projected project costs. In support of this Application
and Supplement, Duquesne states as follows:

Introduction

1. Duguesne is a public utility as that term is defined under Section 102 of
the Public Utility Code, 66 Pa.C.S. § 102. Duquesne is also an electric distribution
company (“EDC”) as that term is defined under the Restructuring Act, Section 2803 of
the Public Utility Code, 66 Pa.C.S. § 2803, and a default service provider (“DSP”) per
Section 2803 of the Public Utility Code. Duquesne is certified by the Pennsylvania

Public Utility Commission (“Commission or “PUC”} and provides electric service to
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approximately 579,000 customers in the City of Pittsburgh, and in Allegheny and Beaver
Counties, Pennsylvania.

2. Pursuant to Act 129 of 2008, signed into law by Governor Rendell on
November 14, 2008, and the Smart Meter Procurement and Installation Implementation
Order (Docket No. M-2009-2092655) issued on June.24, 2009 by the Commission,
Duquesne Light submitted a Smart Meter Procurement and Installation Plan (“SMPI
Plan” or “Plan”} on August 14, 2009. See Duquesne Light Smart Meter Procurement and
Installation Program, PUC Commission Docket No. M-2009-2123948, August 14, 2009.
This Plan was approved by the Commission on May 11, 2010, and Duquesne Light
subsequently submitted an amended Smart Meter Plan on June 10, 2010, to comply with
the issues addressed in PUC’s approval order. See Smart Meter Plan, Revision 1,
Docket No. M-2009-2123948, June 10, 2010.

3. Pursuant to the approved Smart Meter Plan, Duquesne is required to
provide the Commission with periodic updates and make filings for approvals on its
Smart Meter Procurement and Installation Program, including an Assessment of Needs,
Technological Solutions and Selection of Technologies and Vendors (“Assessment™).

4. Duquesne Light filed its Assessment of Needs, Technology Solutions, and
Vendor Selection on December 30, 2010. That filing assessed the Company’s needs and
proposed a final technology solution. In summary, Duquesne plans to replace all
existing Itron Advanced Meter Reading (“AMR”) meters with new smart meters that will
provide two-way communication between each customer premise and the utility, and will
comply with all requirements of Act 129 and the Commission’s June 2009

Implementation Order. All single phase meters will be equipped with an internal ZigBee



chip to provide customers direct access to interval usage data and provide a platform for
future home area network (“HAN") applications. The local area network (“LAN") will
operate in the 900 megahertz (“MHz”) ISM communication band, and Duquesne will
utilize its existing leased fiber network for backhaul communication. An intermediate
network (from the AMI collection points/routers to the fiber network take-out points
located at the substations) is still being analyzed, and has not been selected at this time.
Dugquesne will file its Communication and Network Design in March 2011. The AMI
solution will provide the capability for 15-minute interval data for all meters and single
phase meters will be able to be equipped with an internal disconnect switch for remote
connections/disconnections. The technology solution recommended pursuant to this
Assessment is a Radio Frequency (“RF”) Mesh.

However, as explained in that filing, the Company was unable at that time to
make a final vendor selection given that some services and cost information had to be
further examined for each of the finalist vendors. Thus, Duquesne Light committed to
file a subsequent filing on or before January 31, 2011, disclosing the bid costs and
identifying its proposed final AMI primary vendor selection.

Duquesne Light’s Costs and Vendor Selection

5. Further cost analysis had to be conducted by Duquesne since different
bidders proposed different services and scope or amount of services to be provided. In
order to compare the bids on an equal cost basis, Duquesne contacted all bidders to
determine if there were changes to their bids and held further discussions with the short-
listed bidders on scope of services and associated costs included in the bids. This process

enabled Duquesne to perform the necessary additional due diligence to assure that the



comparison of the bids for costs were on an equal apples to apples basis. Having
completed that review in January 2011, Duquesne Light submits that the recommended
primary contractor to design, construct, implement, and oversee its Smart Meter program
is Itron, Inc. ltron, Inc. scored highest from a technical evaluation of the bids and
proposals and, moreover, provided the lowest cost solution of the four bidders.  Exhibit
A, attached hereto as a confidential exhibit, provides further detail on the confidential
bids submitted by the four vendors. It also sets forth a summary of Duquesne’s vendor
proposal evaluations performed by both R. W. Beck, Duquesne’s outside consultant on
the smart meter program, and Duquesne Light itself on various identified criteria
evaluated as part of the selection process, including both the technical requirements and
costs. The details of the selection process and the RFP procecure are contained within
the December 30, 2010 filing in this proceeding.

6. Duquesne seeks review by the Commission and parties and approval by
the Commission of its Assessment of Needs, Technology Solution, and Selection of
Vendor filed December 30, 2010 filing as well as this Supplemental filing incorporating
costs into the vendor selection.

7. If this primary vendor is approved, Duquesne Light believes that its estimated
costs for its Smart Meter development and deployment will be lower than previously
anticipated. In its original filing made in September 2009 in this proceeding, Duquesne
Light estimated the costs for the entire project to be in the range of $152 to $262 million.
Now, based on actual received bids for this segment of the project and the proposed

selection of Itron as the low cost bidder, Duquesne Light believes the overall costs for the



entire project will be lower than originally anticipated and will be in the range of $125 to
$240 million.

8. Duquesne Light plans to immediately begin contract negotiations with Itron,
Inc. Once the contract is finalized, Duquesne will submit the contract to the PUC for
approval. If Duquesne and ltron cannot reach agreeable terms or if material changes
occur to the proposed statement of work and/or system costs, Duquesne will advise the
Commission and commence negotiations with the next highest ranking bidder.

Conclusion

9. Duquesne Light Company requests that the Commission issue an Order
approving: (1) the process and methodology used to evaluate and select the recommended
primary AMI vendor; (2) the Assessment of Needs shown in Section II of the Report
filed in the Application on December 30, 2010; (3) the Technology Solution of RF mesh
and findings supported in Section IV of the Report filed on December 30, 2010; (4) the
selection of Itron, Inc. as its Primary AMI vendor; (5) an updated cost range for the entire
Smart Meter Project and Deployment of $125 to $240 million; and (6) any other

approvals that the Commission deems necessary or advisable.



WHEREFORE, Duquesne requests review and Commission approval of its

Assessment of Needs, Technology Solution, and Selection of its primary smart meter

Vendor, and such other relief as may be appropriate.

Dated: January 31, 2011

Respectfully submitted,

Duquesne Light Company

y A
Assistant General Counsel

Duquesne Light Company
411 Seventh Avenue
Pittsburgh, PA 15219
(412) 393-1541
gjack@duglight.com

Erin H. Creahan

Senior Attorney
Duquesne Light Company
41! Seventh Avenue
Pittsburgh, PA 15219
(412) 393-6070
ecreahan@duqlight.com



Duquesne Light Company Docket No. M-2009-2123948
Supplement to Application

for Approval of Duquesne

Light’s Assessment of Needs,

Technology Solutions and

Vendor Selection

VERIFICATION

I, David Wolfe, state that I am authorized to make this Verification on behalf of
Duquesne Light Company, being a Director, Technology, that the facts and information set forth
in Supplement to Application for Approval of Duquesne Light’s Assessment of Needs,
Technology Solutions and Vendor Selection are true and correct to the best of my knowledge,
information and belief, and I expect to be able to prove the same at any hearing held in this
matter. [ understand that the statements herein are made subject to penalties relating to unsworn

falsification.

(- 31-20]]

Lot e

David G. Wolfe




UPS CampusShip: Shipment Label
UPS CampusShip: View/Print Label

1. Print the label(s): Select the Print button on the print dialog box that appears. Note: If your
browser does not support this function select Print from the File menu to print the [abel.

2. Fold the printed label at the solid line below. Place the label in a UPS Shipping Pouch. if
you do not have a pouch, affix the folded label using clear plastic shipping tape over the entire
label.

3. GETTING YOUR SHIPMENT TC UPS
Customers without a Daily Pickup
Schedule a same day or future day Pickup to have a UPS driver pickup all your CampusShip
packages.

Hand the package to any UPS driver in your area.

Take your package to any location of The UPS Store®, UPS Drop Box, UPS Customer Center,
LIPS Alliances (Office Depot® or Staples®) or Authorized Shipping Outlet near you. ltems sent
via UPS Return ServicesSM (including via Ground) are also accepted at Drop Boxes.

To find the location nearest you, please visit the Resources area of CampusShip and select
UPS Locations.

Customers with a Daily Pickup

Your driver will pickup your shipment(s) as usual.

FOLD HERE

—

W 2

- O T —

[ | — ————
< > — ———— 5
> n — —_— 3
DAu w | 1 —— | S — m
> 5 - IIND=l 2| == g

0 m o = I = | == :

— m Sz — c— ] — m e “

™ S.. M m m R A 9 R ——— m

< w m A . § | :
& E o oB = ) P e
3 W Z T = ; D | ===
2 = = B | — Q| m—
S V..%.-LRWHS e e oty Xl —————
Tmfb ROWNONT m“ouu..n\ou.cu o ——
=25  Eo590% T e &

s.3Er SESDEZz 35, AN ESS el B p

25238 R2afoZo PN I 5 g

5852 MESERUT S N Z <

88~ whgte VA A, 3 Z
muwnm A I REENLNME] =)= = &
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

DUQUESNE LIGHT COMPANY
Smart Meter Procurement and
Installation Program

Docket No. M-2009-2123948

CERTIFICATE OF SERVICE

[ hereby certify that a true and correct copy of the Supplement to the Application
for Approval of the Assessment of Needs, Technology Solutions and Vendor Selection of
Duquesne Light Company in the above-referenced proceeding has been served upon the
following persons, in the manner indicated, in accordance with the requirements of § 1.54
(relating to service by a participant):

VIA EMAIL AND US MAIL

David T. Evrard, Esquire
Tanya J. McCloskey, Esquire
Office of Consumer Advocate
555 Walnut Street

5" Floor, Forum Place
Harrisburg, PA 17101-1923
(717) 783-5048

(717) 783-7152 (Fax)
devrard@paoca.org
tmcecloskey@paoca.org

Sharon E. Webb

Office of Small Business Advocate
Commerce Building, Suite 1102
300 North Second Street
Harrisburg, PA 17101
swebb(@state.pa.us

Theodore S. Robinson, Esquire
Citizen Power

2121 Murray Avenue
Pittsburgh, PA 15217

(412) 421-7029

(412) 421-6162 (Fax)
robinson{@citizenpower.com

RECEIVED

JAN 31 2011
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Charles Daniel Shields, Esquire

Adeolu A. Bakare, Esquire

PA PUC — Office of Trial Staff
Pennsylvania Public Utility Commission
P.O. Box 3265

Harrisburg, PA 17105-3265

(717) 787-1976

(717) 772-2677

chshields(@state.pa.us
abakare(gstate.pa.us

Kurt E. Klapkowski, Esquire
Department of Environmental Protection
Rachel Carson State Office Building
400 Market Street, 9" Floor

Harrisburg, PA 17101-2301
kklapkowsk@state.pa.us

Pamela C. Polacek, Esquire
Shelby A. Linton-Keddie
McNees, Wallace & Nurick, LLC
100 Pine Street

P.C. Box 1166

Harrisburg, PA 17108

(717) 232-8000

(717) 237-5300
ppolacek@mwn.com
Skeddie{@mwn.com




Christopher A. Lewis, Esquire
Christopher R. Sharp, Esquire
Blank Rome, LLP

One Logan Square

130 North 18" Street
Philadelphia, PA 19103-6998
(215) 569-5794

(215) 832-5794 (Fax)
Lewis@blankrome.com
Sharp@@blankrome.com

Dated: January 31, 2011

Harry S. Geller, Esquire
John C. Gerhard, Esquire
Julie George, Esquire
Pennsylvania Utility Law Project
118 Locust Street
Harrisburg, PA 17101

(717) 236-9486, Ext. 201
(717) 233-4088 (Fax)
heellerpulplédpalegalaid.net
jzerhardpulp@ipalepalaid.net
jgeorgepulp@palegalaid.net

ary A.¥4ck
Assistant General Counsel
Duquesne Light Compana;
411 Seventh Avenue, 16'
Pittsburgh, PA 15219
412-393-1541 (phone)/412-393-1418 (fax)
glack{@duglight.com

Floor

Erin H. Creahan

Senior Attorney

Duquesne Light Compan

411 Seventh Avenue, 16" Floor
Pittsburgh, PA 15219

412-393-6070 (phone)/412-393-5556 (fax)
ecreahan(@duglight.com



