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1. EXECUTIVE SUMMARY

Duquesne L_ight Company (“Duquesne Light™ or the “Company™) filed its Tnitial Smart Meter
Procuremerit and Installation Plan (“Initial Smart Meter Plan™) with the Pennsylvania Public
Utility Commission (“Commission”)-on August 14, 2009. As part of the Initial filing, Duquesne
Light received Commission approval o upgrade its customer information ‘system and install a
meter data ‘management sys_'ten;.. This project is known as the FOCUS Project. The new and
replacement systems under the FOCUS. Project are necessary in order for Duquesne Light to

provide smart ‘meter fechnology to customers. In addition, Duquesne Light teceived

Commission approval to further develop a Final Smart Meter Procurement and Installation Plan
to be filed with the Commission by December 31, 2011 (“Final Smart Meter Plan™ or “Plan”). -
This date was subsequently extended to June 30,2012 upon the request of the Company.

This filing eonstitufes Duquesne Light*s Final Smart Meter Plan, Below, Duquesne; Light has:
(1y  Bxplaied the steps-thatit has taken to develop this Pl a'n.,‘durin;g;tﬁe\Gr-_ef'ceiPeﬁbd;
(@)  Provided an overview of the FOCUS Project;

(3)  Bxplained the Company’s Advanced Metering Infrastracture (“AMI?) Projéct
which indludes smart meters, the Local Area Network (“LLANY), the Wide Area
‘Network (“WAN) and. the Bead. Exd Collection Engine;

(4)  Bxplained its plans for IT systems;
(5)  Described the AMI'system capatilities;

(6) Explained its propos‘ed deployment schedule;

N Summarized the Smart Meter Program. costs and cost recovery mechanism;
(8) Explained the Company’s Customer Education and Acceptance Strategy; and

9 FExplained the Company’s Risk Mitigation Strategies.

96260681 |
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As-explained herejn, Duquesne Light’s Final Smart Meter Plan will meet all of the requitements
of Act 129; the-additional requitements set-forth in thedmplementation Order-and provides:smart
meter teshnology to customers in. a. cost-effective manner. Smart Meter Procurement and
Installation, Dogket No. M-2009-2092655, Implementation Order entered June 24, 2009

(“Tmplementation Order”).

Under Duguesne Light‘s Final Smart Meter Plan, Duquestie Light propeses to install Itron Smart
Meters for all costomers,. The Itron Smatt. Meters will be-connected by 4 Tocal Aréa Network
(“LAN®) thiat collects data from ‘the meters and fransmits. it through'a Wide Area Network
(“WAN" to a Head Bnd Data Collection Engive. These:four components will constifute
Duguestic Light’s. Advanced Metering Infrastracture (“AMI™Y system. .As_:q;gplain:ed- herein,
Duquesne Light’s AMI system will provide a technology architecture that ‘énables the six
mintmum: capabiliies of Aet 129 and the nine additional capabilities identified by ilie
Comimissionin ifs Sinart Meter Implementation Order,

Duguissne Light propeses to deploy-Smart Mefets to customers-over & sevensyear period, This
nicludis & twie-ysay ramp U peilod to allow time for e Compdny to-fesh ity AV systent,

followed By a deployment schedule of 9,000 meters per month, with full depleyment of smtt

period under Act 129. In-addition, Duguesne Light proposes to phasesin. meter frinctionalitiss
from 20132017, The phasesin approach will-allow the matket for maity of the:advanced snrt

mgter capabilities to bevonme more mature over time..

Duguesne Lipht estimates. that the total cost of its Smart Meter Prograin il be approxxmdtely
$238 million. This includes costs for both the FOCUS and AMI projects within the Smart Metér
Program, Inits Initial Smart Meter Filing, Duquesne Light estimated that its Smait Meter
Program could cost between $152 million and $262 million to implement. Duguesre Light's
currént. estimate of its Smart Meter Program cost is within the range originally identified by the

Company-and is $24 million lower than the high end of its original estimate.

In the Company's Initial Smart Meter filing, the Commission approved, with certain

modifications, Duquesne Light’s request to recover its sinart meter costs through a fully

S
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recoverable Smart Meter Charge (“SMC"). In this proceeding; Duquesne Light is proposing to

continue to recover its singrt meter costs through ‘its Commission-approved SMC.

T addition, Duquesne Light is propesing a detailed, comprehensive Customer Education and
Acce_pt-ant:fe; _(:""CBA.”-')Isti‘atcgy“ to ediicate customes; stakeholder groupsand employees about the
Compary’s-Smart-Meter Program and its benefits. Duguesne Lightis basing its CEA strategy on
successful programs used by other utilities across. the country: Duq}xcsn‘e"lsi;ght: believes that its

CEA strategyis a vital:component of its Final Smart Meter Plan,

As with 4l large, muld-year, multi-million dollar technology prqje.cw!;’the Company recognizes
the wnuititude ‘of risks Inherent in a Sraart Meter Program of this ‘magnitude. Therefore;
‘Duguiestic Light hias developad 4 broad set.of risk-itigation strategies to minimize any potential

. n_e_(gaﬁyc i‘m_pactoft these risks on the program.

9626068 vi 3
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II. BACKGROUND

Duquesne Light is-a public utility as that term is defined under Section. 102 of the: Public Utility

Pittsburgh and in Allegheny and Beaver Counties.in Pennsylvania.

On October 15, 2008, Governor Rendell signed into law Act 129 of 2008, which took effect on
November 14, 2008 and, infer alia, mandated a smatl meter procuremernt and installation
program. See 66 Pa. C.S. § 2807(f), et seq. (“Act 1'29'"’)'. Act 129 provides; among other things,
that-each Pennsylvania EDC with at least 100,000 custemers is required to provide smart meter

"t@ﬁilnaiqu»‘to eustomers in accordance with a schedulé not to éxceed 15 years: Act 129 defines

srnart meter technology as follows:

(g) Definition. — As used in this section, the term “smart meter
technology” means: technology, incliding metering technology and

nétwork commutications technology eapable -of hidirectional
communication, that records electricity usage on at: leastan houﬂy

basis, including related electric distribution system upgrados 1o
enable the. teahnology The technology shall prondn customers.
with direct access to and use of price and consumption

infor mation. The technology shall-also:

(1) Direefly provide customers with information on their
hourly consumption.

(2) Bnable time-of-use rates and real-time price programs,

(3) Bffectively support the automatic control of the customer’s
electticity consumption by one or more of the following as selected
by the customer:

(i) the customer;
(ii) the customer’s utility; or

(iii) a third party engaged by the customer or the
customer’s utility.

66 Pa. C.S. § 2807(g).

9626068v1
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The Commission adopted its Smart Meter Iplementdtion Qrder on June 18, 2009, outlining its
guidance: for an EDC’s Smitut Meter Procuresrient angd Installation program. pursuant to, Act 129.
The Implementation Order established the standards thal each. plan .must meet and provided
gaidance pu the procedures to: be followed for submitial, review and approval of all aspects of
eaely mart mefet plan. Additionally, upon the: recognition that it will take time to fully develop
4nd install the entire smarl meter network, the Commission’ granited 4 grace period of 30 months
following plan approval (‘-‘.Gracc- Period™) for BDCS 10 ‘assess ncuds gelect technology, sccure
vendors, train personnel, install and test support equipment and estiblish a detdiled meler
~deployment schedule.

Iit the Iff;p‘lememaﬁan Qrder, the Commission. identified six minimum functionalities that EDC
siast Imeter-systems must provide under Aci 129. These six midimum functionalities are:

1. Bidirestional data commuinications.

2.  Readingusage daia on at leastan hourly basis oneeper-day.

3. Providing custopiers with direct acgess 4o and use: of prie and constmptin
infermation. f '

4. Providing customers with information oiv their houtly consamption:

5. Enabling titie-of-use (“TOU”) tates dnd real-time price:options.

6. Supporting the automaric contiohof the ¢ustotmers™ eldettis- eofisttuption.

Implementation Order, pp. 29-30.
In addition, the Commission stated that cach Plan filing: should include -an analysis -of the
individual inciemental costs for deploying and operating the following nine additional smart

meter téchnology capabilities:

1. Ability to remotely disconnect and reconnect.
2. Ability to provide 15-minute or shorter interval data to customers, EGSs, third-

parties and an RTO on a daily basis, consistent with the data availability, translfer
and securily standards adopted by the RTO.

3. On-board mcter storage of meter data that complies with nationally recognized
non-proprictary standards such as ANSHC12.19 and (]12.22 tables.

DO26008V N
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4. Open standards and protocols that comply with nationally recognized non-
proprietary standards, such as IEEE 802.15.4.

5. Ability to upgrade these minimum capabilities as technology -advances and
‘becomes econiomically feasible.

6. ABﬂi’@y to-monitor voltage at each meter-and report dafa in & manner that allows
an BDC to react to:the information,

7 Ability to remotely reprogram the.meter.

8. Ability to-communicate outages aid restorations:

9. Ability to support net metering of customer-génerators.
Iimplenentation Order, p. 30.
In the. Iiplementation Ordey, the, Commission further-noted that it may waive the additional
requiterenits for-an BDC if the requirements are:not:éast-effective.
On-August 14, 2009, Duquesne Light filed its Tnitfal Smat Meter Plan withthe:Commission. In
its Initial Smast Meter Plan, the Company, amodgiather things: (1) piovidedé desertption ofits

eurrent:metering:system, (2) explained how it-would aldiess Gustomer requests:for: smuart mefers

) explaiped fts

) proyided. an

estimated: budget for grace period budget, and (6) proposed a cost icovery meéohatism for

recovering smatt; meter Costs.

Ol May 11, 2010, the Commission approved. Duguesne Light’s Tnifial Smart Méter Plan, with

ceitain modifications. Petition of Duquesne Light Company for Approval of Smart Meter
Technology Procurement and Installation Plan, Docket No. M-2009-2 123948. In summary, the
Commission approved Duguesne Light’s proposal to recover its siarl meter costs through A
reconcilable cost recovery mechanism, and set forth the details of how- this mechanism would
work.  In addition, the Commission approved the Cor‘np’an_y-’s proposed smart meter

implementation schedule, which the Company explained was subject to change. The

9626068v 1 6
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Comumission also approved the Company’s proposed miléstone filing dates, and the Company’s
proposal to file Fifial Sriiart Meter Plan by Decerber 31, 2011,

On July 1, 2010, the Company filed a Cost Benefit Analysis for the additional smart meter
icapaﬁﬂiti,es_'identiﬁed in the Implementation Order. Thégin, the Company provided a detailed.
evaluation of the costs to implement each of the siine additional smart meler capabilities
identified in the fmplementation Order, the potentidl benefits of implementing these additional
cap’ébil'fi'ties and the ‘Comipany's recommentstions regarding. whether it should be required to
impleiiient these additional capabilities. Tn the July 1, 2010 filing, Duquesne Light explained
that its cost-benefit '.an'zﬂjysis' was a pieliminaty’ analysis based upon information that ‘was
available 4t the tiné. Duquesie Light requested that the Comumission defer lful_'ijn_-g.gn whether
Duquesne Light should implement the additional:smagt:meter 'e‘gpabi.ﬁ'ti"es.-at‘-‘that time. Duquesne
Light fusther-explained that it would have a bettet cstimate of itg siitart Metar cOSLs 4t a Jater time
and-that i Company would. provide & xefined project budget and sost estimates in its. Final

Smagt Meter Plan fillog.

On-December 26, 2010, Duquésie Light filed its Application for Appigval of Assessment of
ssessment Applieafion), In suramaty,

‘Needs, Teshnplogy Solutions. and Vender Selection
In the -Assessment -Application, Dugyesne Light gmp sod 1o replice
Meter Readlng (“AMR™) system with a ngwe AMI gystem that would. provide two-way
communication between the meter dnd e Company and wonld canply with all requirements of

Act 129 and the Commission’s Implemenitation: Qider. i the Assessment Application, the

{15 existing Auatofnstcd

Company requested that the Commission issue an order -ggprgsz_igg; (1) 'tb.e_'v‘praje'eﬁm‘e used to
evaluate and select a primary AMI vendot; (2) the. Coripany’s Agsessment of Needs, (3) the
Technology Section of RF mesh and associated findings, (4) the selection of the Company’s
Primary AMI vendor, (5) updated cost projections for the entite Smait Meter Project and

Déployment, and. (6) any other approvals that the Commission deemed to be necessary.

On January 31, 2011, the Company filed a Supplement to its Assessment Application. 1In the
Supplement, Duquesne Light identified Ttron, Inc. (“ltron™y as its recommended primary

contractor to design, construct, implement and oversee the Company’s Smart Meter program.

9626068y | 7
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The Company-explained that it had issued bids for smart meter contractors and reccived four
bids. Tron scored the highest-on a technical evaluation of the bids and provided the lowest cost
solution of the four bidders. In the Supplement, Duquesne Light requested Commission
approval of the initial Assessment Application and Supplement. No party objected (o the
Company’s Assessment Application or its Supplement. The Commission-did not issue an Order

with respect to the Assessmeiit Application or the Suppleiient thereto.

On March 31, 2011, the Company filed. its Bstablishment of Network Design for the Duquesne
Light Smart Meter Program (“Network Design™) with the Commission. Therein, the Company
explained that it had conducted & ‘study to review the Company’s existing commiunication
infrastiucture, review network and communication infrastructute necessary for the AMI and also
reyiew available private and public written commurications solutions. Specifically, thie
Company evaluated:

»  OperaiingFrequencies Available In its Service Territory;

« Radio Techpologies/Vendors;

~  Solution Cost (ap frontad otigoing)

. Bxpected capavity, bandwidth, Jatency and.teliability of each option

«  Security provigions (public. versus private writets communications); and

«  Advantapes-and digadvantages of dvailable solutions.
The initial Network Design conclusiviis: Suppotted. the use of private witeless gptions as the
priifaty commupication methodalogies, with.public wiréless as a ‘backup. communication. The
Company also noted that further analysis was necessary to finalize the Network Design Study
conclusions and that the proposed design was subject to change based.on further findings or in

the event that other viable technologies would become available.

On June 30, 2011, the Company rmade an additional milestone filing related to the design, testing
and certification of Electronic Data Interchange (“EDI) wransactions. Therein, Duquesne Light
explained that it would be able to provide customers with direct access to non-validated real time

data directly from the smart meter through a residential customer's Home Area Network (HAN).

0
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Validated hourly interval data would be provided through a secure web portal within 24 hours
from the. completion of the data upload for the entire population ot Duquesne Light's smart
meters (o the MDM systems.  Additionally, non-validated, real time data would be provided to
third parties through a secure, authenticatéd connection at the cxpense of the third party.
validated hourly interval data would be provided to third partiés thyough a standard interface
consistent with the North American Energy Standards Board within 24 hours of the completion
of the data uplead for the entire: population of Duquesne Light's smart meters (o the MDM
systems. Finally, the Company would -provide EDI access to smart meter data to authorized
commereidl operators, such as conservation service providers and electric generation suppliers

(“EGS”) using the 867 historical interval usage transaction.

On October 6, 2011, the Company filed an-Installation, Testing and Rollout of Sunpport
Equipment and Software Update filing. The purpose of the October 6 update filing was 10
outline the équipment testing that the CGompany planped to copduct prior to deploying AMI

_ineters across its service territory:

On November 2, 2011, the Company flled 4 statuss update felated to ity Establislinient of Plans
for Installation of Meters and Qutside Communications and Tiaining., Therein, the Company
provided an overview of its. smart meterdeployment plan, a high level Smart Meter Program

‘Schedule and Milestones, and an overview of its"Staff Training Plan.

On November 18, 2011, the Company filed a status update with respect Lo its Smart Meter Plan
and further requested asix mouth exténsion, from Deceémber 31, 2011 16 June 30, 2012, to file
thé Company’s Final Smarl Meter Plap. With tespect to the status update, the Company
provided a summary of the work that it had done in the previous 18 months. In addition, the

Company noted that there were several smart meter issues that it was still reviewing.

On December 13, 2011, the Commission issued a Secretarial Letter granting the Company’s
request for an exterision, until June 30, 2012, to file 1ts Final Smart Meter Plan. PutSuant to the
Comunission’s December 13, 2011 Secretarial Letter, Duguesne Light hereby files its Final

Smart Meter Plan.

GO20068Y | 0
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.  FINAL SMART METER PLAN
A.  INTRODUCTION
Duquesne Light’s Smart Meter Program. consists of two major projects, FOCUS and AML

Diagram #1 provides a high-level overview of the scope of Duquesne’s Smart Meter Program.

Diagram # 1: Duquesné Smart Meter Program — Two Major Projecty
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Under the FOCUS -project, Duquesne Light is replacing its customer information system with a
Customer Care and Billing (“CC&B™) system and iy implementing a new Meter Data
Management (“MDM”) system. The Commission approved the upgrade of these Information
Technology (“IT") systems in the Company’s Initial Smart Meter Plan. The upgrade of these I'T

systems is necessary in order for Duquesne Light to provide smart meter technology to

customers.

Under the AMI project, Duquesne Light will install Tron smart meters, develop necessary
communication nelworks and ‘install a head-end data collection engine for smart meter data. In

addition, Duquesne Light will hire a systéems integrator to integrate all of the separate

QO2H06RV ) 10
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components of the Company's Smait Meter Program. This is a critical function in order to

ensure:seamless operation of the. AMI system.

As explained below, Duquesne Light- proposes to deploy its AMI System over a seven-year
pefiod. The seven-year period ingludes a two-year ratnp up period 0 allow systems testing
before they are implemented-on a broader scale. At the end of the two-year ramp up period, the
Company proposes a deployment schedule of 9,000 meters pér month with full deployment by
therend of 2020, In addition, the Company proposes to phase-in AMI functionalities over time to
allow the markets for these fupctionalities to- become more mature. The Company’s AMI
Systern will meet all of the requirenionts of Act 129-and provide all of the additional capabilities

set forth.in the Cominission’s Implementation Order, after all functionalities are phased-in.

The total Smart: Meter ngtam will ‘cost appmxhﬁat:‘cly' $238 million. The Compardy has
‘provided additional details regarding these cosrs herein, In d@ddition, the Company pioposes to

cantinue torecover-its-smart metercoststhrongh ifsSMCE.
These topics srediscussed it siore detail below..
B.  FOCUSPROJECT

In its Implemeniation. Oider; the Commission recopized that a. fully functional smdrt meter
involyed more than: Just thearieter lardwareattached foitheicustomer’s preniises.. Implememafzan

Order, p-6. Therein, the: Conmissioti stated s follgws:

A fiilly functional smart mefer that supports the capabilities
required by Act 129 and a5 cutlifed below, involves an entire
network, to include the meter, two-way- communication, comiputer
hardware and software, and trained support personnel.

Consistent with this direstion from the -Commissiod, Duguesne Light explained in its Initial
Smart Meter filing. that it was required to replace its billing, data collection and back-office.
systems in order to provide smart meter technology to customers. This project is called the

FOCUS Project.
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The FOCUS project encompasses significant upgrades to the Company’s existing I'T' system
architecture in order to provide the back-office foundation necessary to successfully deploy
smart meters. Duquesne Light’s current customer information system (“CIS™) is adequate for
sustaining existing business requirements, but is insufficient for meeting Act 129 and the
Commmission’s Iinplenientation Order Smart Meter requirements. Functionality -enhancements
such as TOU rates, real-time pricc programs, remote disconnect and reconnect, direct access to
price and consumption inforimation, and the automatic control of customer’s eclectric
consumption cannot be supported without replacing Duquesne Light's existing CIS.
Furthermore, Duquesne Light’s existing back-office IT architecture is not designed for the
proliferation of data inherent in -providing hourly or even more granular interval usage
information to all of our customeis on a daily basis. Therefore, in conjunction with replacing our
CI8, Duquesne Light must implement an MDM system as well as integrate this new system with

the replacement CIS.

As part of FOCUS projest scope within Duguésne Light’s Sinart Meter Prograni, the Compairy is
now it'r‘ipl'eménﬁng;lthe ‘Oracle: Customer-Care-and Billing (“CC&B”) module within. the Utility
Application Suite to' replace our existing CIS. In addition, Duquesne Light has purchased the
Oracle MDM module-and is currently implementing this componerit of the Utility Application
Suite as well as integrating it with CC&B as a part of the FOCUS project. The implementation
and integration aof these two modules pmlv’i‘des :the necessary IT systern foundation componerits
to support the subsequent extenision of this architecture for AMI system capabilities. The
FOCUS project is an integral part of Duquesne Light’s Plan for meeting Act 129 and the
Cominission’s-Implementation Order requirements. !

The FOCUS project started in July 2010 after Commission approval of the Company’s Initial

Smart Meter Plan and is projectéd to be completed by the end of the second quarter of 2013.

There are five general phases during the FOCUS project lifecycle and timeline is as follows:.

' The FOCUS project also includes several supporting scope components that are not part of
Duquesne Light’s Smart Meter Program. Some of these more significant components include the
implementation of the Oracle Mobile Workforce Management (“MWM”) module as well as its
integration with CC&B, the replacement of our existing Interactive Voice Response (“IVR”) system, and
the redesign of our Outage Analysis System (“OAS”) and Web Portal (*WSS”) to work with CC&B.
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s Discovery (Define Scope): July 2010 to November 2010

& Analysis (Gather Requirements): December 2010 to August 2011

o Assembly (Design & Build): Aigust 2011 to May 2012

«  Acceptance (Test & Train): June 2012:to March 2013

«  Deployment (Go-Live: & Support): April 2013 to June 2013

C. AMI PROJECT

1. Introduction

‘Thete is a -growing demand for sophisticated mieterifig (e.g:, net metering), meter data
management and pride responsive tafes as cystomers bave a greater iriterest in reducing their
clectric bill. These new-demands:andreqiiremerits cannet be et with Doquesne. Light’s cuffent
eter-and system dnfrastiuotire:
Parsumit to the milegstones datailad ih the: Company’s: Initial Smart Meter Plan; Puquesne
Light fil6d an agsossmont of s AMI feshnology reguirements and potential solutions o
Deteriber 29, 2010, T this filing, Duquesne Light. describes the: comprehensive progess. it

undertook witls fs AMT advisor, SAIS. The. FSAICY {ormedy R W, Beok), to assess. it
' féit gy well 68 explfeitly «docuiiiénit the Company’s

tachneiegy environment n -the-form of a formal Reguest for

Proposal (RFP). ‘The December 2010 filing also deseribed the rigorous RFP process that thie-
Gompany-followed with its AMI advisor fo create a shorl-list of two AMI vendors with shmilar
solutions.that best:addressed Duquesie Lxght & nigeds ranked sxclusively on teclinical retit. Tna
supplemental filing submitted on January 31, 2011, Duquesne: Light advised the CODUI]I_SS_IOH
concerniiig the selection of ITRON"s OpenWay solution as the most cost effective AMI system
for addressing its needs.

In the first step of defining the. AMLprojéct scope, a-technology needs assessment was performed
to identify the necessary AMI requiréments to minimally meet ACT 129 smart incter
requirements, as well as the additional requirements outlined in the Commission’s

Implementation Order. The requirements assessment was performed by outlining the current
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state of Duquesne Light's technology, including AMR and back-office supparting -systems,
cither -currently installed, or planned for installation, that would either directly or indirectly
integrate with AMI during the Smart Meter deployment phase. By understanding the curent
envitonnient, AMI requireiments could be defined and oudined 1 a detailed REP whieh would
ensuré that the selutions. AMI vendors proposed succinctly-addressed Duquesne Light's needs.
Duquesne Light’s proposed AMI solution includes four components. These four components
are:”

¢ SmartMeters

o Local Area Network

o Wide Area Network

s Head Bnd Data Collection Bngine

11 2 below providesan overview of the AMI Systemn Compeénents,
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Diageam # 2 Dugresne AMIL System Architeciure
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Duquesie Light plans to replace all ‘existing AMR ameters with new -smart meters that will
provide two-way communication batween each customer premise and the utility. All single
phase-meters will be-equipped with Zi gBeez data ch’a'nn'els-. to enable customers direct access 1o
interval usage data, and provide a platform for future HAN applications. The selected AMI
solution is capable of providing interval data for ull meters, and single phase meters will be

equipped with an internal switch for remote connections and disconnections.

[ N . . . P . .

? ZigBee is a commouly used communication specification for advanced metering systems.
ZigBee has the ability 1o link smat meters with devices such as thermostats, houschold appliances,
HVAC and other equipiment that uses electricity.
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2. Smart Meters
Duquesne Light proposes to install ITRON smart meters for all customers. The ITRON Smart.
Meters include - the latest advanced metering technology, including bidirectional data
communications, ZigBee direct access capabilities and a remote connect/disconnect switch. The
ITRON smart meters and related advanced metering infrastructure discussed below will meet all

of the six minimum smart meter requirements set forth under Act 129, including:

1. Bidirectional data communications.

2. Reading usage data on at least an hourly basis once per day.

3. Providing. customers with direct access to and use of price and consumption
information.

4. Providing customers with information on their hourly consumption,

5, Enabling TOU rates and RTP options,

p‘\

Suppotting the automatic control of the customers’ electric consnmption:
ipp g p

In addition, the TTRON Smart Meters and related advanced metering infrastructure will meet all

of the nineadditiopal smytt meter requirements set forth in-the 'Im_pléjmentzzt}inn;'@):deaj,f'i"ncludinjg;

1. Ability to remotely disconnect and reconnect.

2. Ability to provide 15-minute or shorter interval data to customers, HGSs, thitd-
parties and an RTO on a daily basis, consistent with the data availability, transfer
and security standards adopted by the RTQ.

3. On-board meter storage of meter data- that corxiplies with nationally recognized
non-proprietary standards such as ANSTC12.19 and C12.22 tables.

4 Open standards and protocols that comply with nationally récognized non-
proprietary standards, such as IEEE 802.15.4. .

5. Ability to upgrade these minimum capabilities as technology advances and
becomies economically feasible.

6. Ability to monitor voltage at each meter and report data in a manner that allows
an EDC to react to the information.

7. Ability to remotely reprogram the metler.
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8. Ability to communicate outages and restorations,
9. Ability to support net melering of customer-generators.

Further explanation regarding how Duquesne Light's AMI system, will meet all of the six
minimum smarl meter requirernents set forth under Act 129 and will meel all of the nine
additienal smart meter requirements set forth in the Implementarion Order is provided in Section
E below. In addition, the specific technical capabilities of the ITRON smart meters, including

the: AMI standards supported by the ITTRON smart meters are set forth in Appendix A.

3. Meésh or Local Area Network (“LAN”)
The LAN coiisists of the transmissicn of data between TTRON smart meters and JTRON -cell

relays, The LAN has the following features:

o An RF-mesh based solution that is capable to being Upgraded to an.IPv6 based mesh
soliition '

s Bi-direetional communication

©  Operates in the unlicensed 900 MHz band

©  902:928 MHz Bandwidth (with frequency hopping signaling)

& Supports 142-153 kilobits persecond (“kbps™). throu ghput

»  Bach-cell Telay supports up to approximately 2,000 meters.

e Supportof IPand native DNP protocols when running the full IPV6 solution

4.  Wide Area Network (“WAN”)
The WAN provides data communications between the LAN and the Head-End data collection
system, A dragr atn of the. AMI system architecture, including the WAN, 1s shown on Diagram 9

above.

The solution for the WAN component of the AMI system was determined with the assistance of
SAIC, Pursuant to the milestones detailed in the Company’s Jnitial Smart Meter Plan,
Duquesne Light filed a preliminary design for the AMI communication network on March 31,
2011, In this preliminary design of the WAN componeat of the AMI system, Duquesne Light
proposed a private radio solution as opposed o a public wircless solution for the intermediate
portion of the WAN, which connects the cell relays that are part of ITRON’s LAN 1o existing

Duguesne Lipht owned communication towers. See Diagram # 2. The preliminary design also
) 2 | 8
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proposed leveraging the private fiber currently leased by Duquesne Light from DQE
Communications that already exists between Duquesne Light's communication towers and data
center for the back-haul portion of the WAN. At the time of the March 31, 2011 filing; this
preliminary design was determined to be the most cost-effective solution for the WAN
component of Duquesnc Light's AMI system. The following is a bulleted summary of the
Company’s preliminary due diligence efforts.

Engaged SAIC in November 2010 to assist with the AMI Communication Network
technology and cost assessment

Analyzed multiple Private Liceénsed Wireless (Radio), Private Unlicensed ‘Wireless
(Radio) and Public Wireless alternatives for the LAN Cell Relay to Tower
communication network

e SAIC recommended a combination of two Private Licensed Witeless solutions (3.65
GHz & 220 MHz) as cost effective alternatives that best mef Duguesné Light's
technological requirements.

Recognizing the potential unavailability of 220 MHz spectrim in DLC territory, the
recommendation alse included 900 MHz as 4 feplacemeiit

e It was noted that public wireless could be used ds a back-up-fo the private wireless
Filed preliminary communications network design with PA PUC in March 201)
based.on SAIC’s recommendation

In requesting and subsequently recéiving a six month extension for-filing our Final Smart Meter
Plan, Duquesne Light committed fo performing additional due diligence related to private veisus
public WAN solutions in light of new information that public carrier price offerings. were
becoming moie cost competitive.  After several more months of analysis, Duquesne Light
confirmed that a private wircless solution as originally proposed is the best solution because it
provides. Duquesne Light with more control over the security and reliability of the system as well
as stidtegic opportunities to utilize available bandwidth for other data communication
applicstions including mobile workforce, SCADA, and corporate security. The private wireless
solution has imore initial costs than a public wireless solution. However, the private wireless

solution has considerable annual O&M savings which offset the initial upfront costs over the life
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of the system. A financial analysis between private versus publie networks was too close (o

conclusively drive the decision of one type over the other.

The following is a bulleted summary of our additional due diligence efforts.

Met with WAN vendors to determine availability of licensed spectrum in Duquesne
terntory

o Determined that 220 MHz was notan avatlable spectun

Reserved 900 MHz spectrum from Space Data through a 15 month lease with an
option to buy upon termination

o Worked with SAIC and ITRON (o develop a Propagation study to evaluate cbvc:ra_ge
capabilities of the 3.65 GHz and 900 MHz Private Licensed Wireless solution

o Finalized capital and on-going O&M cost estimates of private and public selutions
based on the propagation study

Developed a detailed cost comparison bétween the: Piivate Licenged Wireless solution -

and the Public Wireless solution

« Determined that fHe private wireless solution: was: still the best valne for Duqueshe
Light

« Filed a private wireless solution for-the W AN companent of our AMI system as part

of this Plan
5. Technical Advantages of the New AMI System

There ate several distinct technical advantages associated with the: proposed AMIL system
architecture network ovei the existing AMR system. First and foremost, the existing AMR
system architecture only suppoits a single directional data flow (from meter to head-end data
collection engine), whereas the proposed AMI System architecture supports. a bi-directional data
flow.

Secondly, the existing AMR system LAN solution requires each meter to be jn the line of sight
of a Cell Control Unit (“CCU”) in order to comumunicate. The new AMI sysiem LAN solution
uses mesh network technology which enables metess to communicate to-each other. A meter that
is not in line of sight of a cell relay communicales its data to a neighboring meter that in turn

communicates its data to a neighboring meter and this process continues until the data is
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consolidated at » meter that does have line of sight to a cell relay.  This mesh network
technology ouly requires a portion of the meters to be in the line of sight of a cell relay in order
for all meters to be read. Since most melers have several neighboring meters, the mésh network
technology also provides tedundant paths for communicating data to a cell relay. Therefore, the
AMI system solution greatly reduces the amount of LAN components that nieed to be installed in
order to cover all of Duquesne Light's service territory. This will make it more cost effective to
read 100% of Duquestic Light’s meters at least once daily rather than the 80 to 90% that are
being read daily with the AMR system.

Finally, the existing AMR systemn architecture requires multiple, disparate solations to
communicate with all of Duquesne Light’s meters. These solutions differ for: all three system
components including the type of meter data comumunications; the WAN commiunication
protocols; and the head-end collection engine applications. The AMI system architecture uses a
single type of meter. data communications; a common WAN communication protoeol .and the
same head-end data colléction engine application to communicate with 4ll of Duguesne Light’s
fneters.
6. Head-End Data Colleetion Engine

As part of its AMI Project, Duquesne. Light must install a Head-End Data Collection Engine.
The Head-End Data Collection Engine performs npetwork management -and coordinates data
colléction -and -opefations. The Head-BEnd Data Collestion Engine has the following
characteristics:

o Collects interval meter usage data for all single phase and three phase meters.

o Support scheduled (automatic) and unscheduled (operator-initiated) meter reacs.

Remotely downloads updates to ineter settings, configuration, security settings, and
firmware for all AMI devices.

o Obtains meter data, such as register and power status, on demand.

Communicates with groups of AMI meters and consumer owned control devices to
enable Joad management,
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Collects and reports measurement ‘data, contiol events, self-test data and alets,
service continuity data and alests, power quality data aud: alerts (including tamper),

programming events, conﬁ_guramn setfings, ete.
o Monitors, analyzes, and manages service continuity.
» Suppoits and repotts service continuity and voltage interraptions:
+  Supports monitoring, analyses, and management of ’eu’stomers.’ power.quality..
+ Supports customer (scheduled and. unscheduled) load contiol fanetions.
. Provides automatic self-registration of AMI éndpoinfs/meters.
+ Supports meter self testing, system _‘p‘erformaﬂ,c‘e'tmoni_to'r,ing and reporting.
Bffectively employs Service Oriented Architecture  (“SOA™) and/or Bnterprise

Service Bus (“BSB™) technologxes for scommunication. anjopg : 1ts_-iapphcdudn medules
and. for interoperation of its system ¢ampopents with, Duquesna s ‘other: information

‘systems.

D.  ITSYSTEMS
1.  Introduction
T adition to the AMI Project scope desoribed in thic seotlon. abave, Duguésne Lights Final
‘Smart Meter Plan indludes the impleentation, ougelng support and multifaceted integration. of
seveial IT systems. Somic of the riiote &ignificant of these IT systéris s as Oracle’s CC&B
and MDM will b implemented and integrated as: patt-of the Focus Project bub will lso require
fuithier systes integration and functional enhancements s part of the AMI project.

technolo'gy skills th'at- are not available wmun Duquesne ng_ht s. existing mtemal IT staff.
Therefore, the Plan supplements Duquesne Light’s fesources. with third party IT véridor delivery
and support resources as well as third party Systems Integrator (“SI”) resources.  Duquesne
Light will embark on a formal RFP process to select a qualified ST il the latter half of 2012.
Duquesne Light also plans to negotiate a contract with the selected ST that will be executed upon

approval of our final Smart Meter Plan.
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2. Systems Integration

As shown on Diagram #3 below, Dugquesne Light's Smart Meter Program has four levels of
complex systéms integration that must work both indépendently as well 4s in conjunction with

each other in order for the entire sotution to:function properly.

Diagram #3: Duguesne Light Systems lntegration

The. first level of systems integration is to establish 2 bidirectional interface between the CC&B
and MDM eoinpprients of the FOCUS project. The integration of these two components is
facilitated through Oracle’s Services Oriented Architecture (“SOA™). All meter usage data is
validated, edited and estimated (“VEE") by the MDM module before it is passed 1o CC&B on a
request basis for billing purposes. This cleansed usage data along with meter events such as
tamper notifications is also utilized to support other customer ovriented transactions such as high
bill complaints, meter inspections and the automated completion of service orders that require a
meter read.

The second Jevel of systems integration is to establish a bidirectional interface between the Smart
Meters deployed at customer premises and the Head-End Collection Engine installed at

Duquesne Light's data center. The integration of these two components is facilitated through the

AMI system communication nctwork, which includes the LAN and the WAN. The Smart Meter
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records interval data on at least an hourly basis which then must be collected from the field at
least once daily by the Head-End Collection Engine. The LAN and WAN provide the
connectivity necessary to accomplish this automated data collection. This bidirectional interface
is also used for collection of meter events and alerts as well as to perform firmware upgrades

within the meter.

The third level of systems integration is to establish a bidirectional interface between the Head-
End Collection Engine and the MDM module. The integration of these two:components is
facilitated through Oracle’s Smart Grid Gateway (“SGG™). SGG-provides standard adapters for
data exchange between Head-End Collection Brigines from leading AMI vendars and Oracle’s
MDM module. All requests for meter usage data, events and alerts from Smart Meters are.
initiated from the MDM module. Therefore, the Head-Bod Colléction Engines receives all of ‘its
instiuctions on what data to collect from the field as well 48 when to collect this data through the

SGG.

The fourth level of systems integration i§ to establish end-to-end:-business. processes that leverage
the bidirectional interfaces between all-of the components-that wers implemented and interfaced
in the previous three levels. These sid-to-end busingss piocesses include bise metering
functions such -as monthly billing; daily displays: of usage- data on a customier web portal;
commmissioning and decommissioning of meters; and on-demand meter reads as well as advanced
metering functions such as remete connects and disconngec_ts-; automated contrdl of eleetric

consumption; and provisioning of HAN devices.

3. Functional Enliancements
There are many functional enbancements to IT systems required to meet the smart meter
requirements of ACT 129 and the Implementation Order, which are described in more detail in
the AMI System Capabilities section of this plan. In addition, there are other functional
enhancements to IT systems that leverage these AMI system eapabilities to provide expanded
self-service offerings to our customers as well as better information for our customer service

representatives. These functional enhancements are described in more detail in the following

appendices to this Plan:
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o Bill-to-Date & Projected Bill - Appendix B-
o Bill Alerts — Appendix C.

o Smart Meter Usage Display — Appendix D
e Web Dushboard — Appendix B

4, Systems Integrator
The complexity of integrating multiple IT systems from multiple vendors across several lmes of
business such as customer care énd”m'e’teri‘ng‘ operations dlong with deploying all new advanced
meters and communication networks requires specific expertise across several technology
disciplivics that does not exist intetnally within Duguesne Light. ‘Thetefore, Duquesne Light
plans to engage a Systems Integrator (SI) to manage the 1T systemns woik effort within the AMT
project. The success. of the. AMI project is highly dependent on engaging: an ST that has utility
industry experience with both AMI tectnology: projects ds well as with Oracle Utility
Application Suite implementations. The SI will have uoltimate respensibility for the
implementation of the remaining three levels of integration (the first level will be complete upon
implementation of the FOCUS project) of Duquesne Light's Smart Meter Progiam. This
responsibility includes oversight of the LT system integration and fungtional eahiancement work

being performed by ather vendors includiiig Oraole and- ITRON.

Working with Duquesne Light, one of the initial tasks for the §I will be.to finalize the phased
unpicmcntmon approach for the AMT Project.  Phased scope definition is established by
considering a variety of factors including, busmcss criticality and benefit, regulatory mandates,
customer needs, overall program risk mitigation, technology availability and delivery,

incremental change that users can adapt to and embrace, and other key considerations.

Once the implementation approach and individual phase scopes are confirmed, a detailed project
plan will be developed including miain (asks, deliverables, mi lestones and schedule. A Program
Management Office (PMO), consisting of Duquesne Light, S1, Oracle, ITRON and other vendor

resources will be established to manage and monitor the execution of this plan.
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Diagram #4: Duquesne Light Smavt Meter-Program Management Office
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Simply defined, System Integration ]QGk’_S. beyond a single, independent system or solution
delivery with the kxiowlcd_gq, responsibility, and acecouimtability to validate the enterprise solution
delivers as planned and is maiitainable and supportable over the useful life of the system.
System integration encompasses both business and technical integration of applicable processes.
Duquesne Light's Final Smart Metei Plan proposes that the SI will act as an implementation
advisor driving day-to-day results by validating constant and consistent alignment of the business
vision to the technical solution; managing to an integrated program view vs. individual project
views; managing overall program dependencies and interactions between related projects and
initiatives: balancing competing interests to provide solutions delivering optimal enterprise
results; seeking to climinate overlap, duplication, and redundancy in  program activities; and

ensuring individual component applications (new, cxisting, third patty) can support end-to-end
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business _proc'essax The specific services provided by the Sl.are detailed in Appendix F to this

plan.

5. On-going Support
The IT systems being implemented as part of both the TFOCUS project and AMI project require:
Signiﬁc‘mm ongoing support. Diuguesne: Light's: Binal Smat Meter Plan provides for this support
through the end of the deployment period in the form -of annual. maintenance agrecments with

Oracle and TTRON as well as inanaged service agreements with a third party JT support vendors.

I AMI SYSTEM CAPABILITIES
In the Comrission’s Fmplementation: Order; the. Comimission identified six minimum smart
meter capabilities that are required by Act 129. Implementation QOrder, pp. 29-30. The
commyission ‘dirceted BDCs: to. quantify the. costs to deploy and operate these six mininum

capabilities in BDCs® Srrart Metet Rldris:

Tn addition, the Commitsstor listed sifive: additional capabilities that EDCs were to evalvdte. The
Commigsionalse dirested BDICH: to quantify- the dadividual incremental costs fordeploying these
additional capatiflittesy The Gominfigsion futher noted that it may waive these -additional
@ or anofhier party demonstrated that. the additional

capabilitics to the extent that an BD
capabilitics weie not chgpeffestive.
Duqgpesne Light addresses. each -of he: misiidum and additional capabilities set forth in the
Iniplementation OFdéarbelow.
1. Minimum Capabilities Under Act 129
A, Bidirectional data communications

The Company's existing_.AMR system provides one-way communication from the meler (o the
head-end data collection engine hosted at Duquesne Lights data center. The new AMI system
will provide two-way communication between the meter and the head-end data collection engince

hosted at Duquesnce Light’s data center.
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b. Recording usage data on at least an hourly basis once per day

The Company’s existing AMR syslem records usage data on a daily basis for most of our single-
phase meters and oii al least an bourly basis for all of our threc-phasc meters. The new AM]
system will have the capability of ..rccording- usage: data al 5, 10, 15, 30 or 60 ninute intervals.
The Company’s AMI communication networle will provide the capability to retrieve this data at
least once per day for all meters.
C. Providing customers with direct access to-and use of price and
consumption information
The Conipany’s: existing. AMR system does n'c_;t have #ny direct access capabilities. The new
AMI system will include ZigBeé ehabled smart méters that under current data communication
standards can facilitate direct access from the metér to a customer’s HAN device for price and
consuription information, Duguesne Light will remotely provision and enable the direct access
ititérface once the ccugtomer réquest for direct access has been authenticated. The customer will
be responsible for purchasing and installing- their own HAN devices as well as establishing the
network conneetion with the ZigBes infeiface.
d. Providing customers with information ou theii hourly
¢consymption
The Comipany's existing AMR system provides migst custoimers with validated daily
consuniption information through Duquesne Light's secure. customer web portal. The new AMI
system will provide all customers ‘with validated hourly consumption information within
approximately 24 hours after the data has been collected [rom all meters throngh Duquesne
Light’s seeure customer web portal.
e Enabling time-of-use (TOU) rates and real-time price (RTP)
programs
The Company's existing AMR system only supports TOU or hourly rates for customers with
three-phase meters. The new AMI system will sapport TOU rates and RTP programs for all
customers. As part of the company’s Act 129 Smart Sense pilot, Duguesne Light will develop

TOU and/or RTP taviffs for our default service customers with smart meters. Duquesne Light

e
3
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will also be able 10 support TOU rates and/or RTP programs offered by EGS’s lor our customets
with smart meters that switch te an alternate supplier:
f, Supporting the automatic control of the customer’s cleetric
consumption

The Company’s existing AMR system cannot support the automatic confrol of the customer’s
electric consumption. The new AMI system, with its bidirectional data communication and
ZigBee enabled smart meters, can be utilized to suppoit demand response or load limiting
programs. Dugquesne Light plans to énable third party access to our AMI system for these types

of programs through a secure web portal. However, Duquesne Light does not plan to ‘cEnunit to

programs.

2. Adaitionsl-Capabilities under Implementation Order

2 Ability To Remotely Pisconnect And Reconnect

‘Remote-discennect-ddd reconneet functionality-allows utilities to turn off or iurn on a eustomer’s
service: at the meter without a physical visit to the premise. This capability is accomplished
through additional hardware (a switch) integrated into the meter, This capability is only
available for single-phase:meters having a 240 volt service with a rating of 200 amps or less.
There are many bénefits - to- implementing the remote disconnect and reconnect functionality.
These bensfils. include. improved saféty, operational efficiency, revenue collection, employee
efficiencies and improved customer expeiience.

There is an additional cost of approximately $30 per single phase meter to install the switch to

enable the remote disconmect/reconnect functionality. In addition, the Company’s FOCUS
system would. require upgrades costing approximately $500,000 to provide this functionality.

The expected cost to install this funetionality oo a system wide basis iy approximately $17.5

million.
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Duguesne Light believes that the benefits of this functionality support implemientation. Far these
reasons, Duquesne Light proposes Lo impleifient the rémate connect/disconnect functionality for
all single-phase meters.
b. Ability To Provide 15-Minute Or Shorter Interval Data

As previously stated, the :Com_pany’ls Smart Meters will be capable of recording data in 15
midute intervals at no incremental cost as compared to recording usage.at hourly uitétvals.
Howéver, the bandividih of the AMI communication network as well as the storage-capacity af
the Head Bod Data CO‘H'e‘ctiicf)il'_..Engin‘c-vanc"i Oracle MDM system would have to bé expanded at‘an

ineremental costto accominodate intervals more granular than hourly.

Dugp_,e;‘sne}Ligh’r doés not belidve these incremental costs are justiﬁcd at this time sineethere are.
no-existing Teqiremeits for interval:data-more granular thaiv hourly. However, sinee expansiof
of tistwotk bartdwddth and storage eapacity is scalable, the Company proposes implamenting 4o
AML system ‘based -on houdy-interval ‘data and then expanding it later it furore appifeationy

roquiite more:gesuldr fntervals:

OnsBoard Storage Of Meter Data That Complms{ ”ifh
affounlly Recognized Non-Proprietary Standard:
ANSTC1219 and C12:22 Tables

The. ANSTC12.19 standgrd promdes 4 common data structure for vse In- tmnsfmrmg dgta toand

fromd meters: The ANST C
datg #eross wired -of wiigléss m:twmks This standird usés ehéryption to enable secure
communications, protecting confidentiality and data integrity.

The Gompany’s AMI Systemn will comply with these standards without any additional

implementation costs.
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d, ‘Open Standards And Protocols That Comply With Nationally
Recogm7ed Non-Proprietary Standards, Such As TEEE

802.15.4
IBBE 802.15.4 is a communication standard for low rate. wireless personal networks such as
ZigBee. ZigBee has the-ability to link smart.meters.- with devices such as thermostats, household

appliances, HV&AG, lighting systerns and other household appliances or systeims.

The Company's AMI system will comply with the IBEE 802.15.4 standard without any
additional implemientation. costs;

@, Ability To Upgrade Minimum Capabilities. As Techiralogy
Advaiices And Becomes Economically Feasible

The capability is whether existing equipment can adopt or be modified to incorporate. new
capabilities s techiiology advances. Dughesne Light cannot predior 4l fiture nggds .or
teshnologies, However thie Compny is implementing an AMI systony that s flexdble: and,
expandable. Mogeover, Dugueshe Light:will be able to upgraderthe software forits AN Lsystern,
meludhlgmeterﬁrmwareanﬂwnﬁgurahon
£, Ability To Monitor Voltage At Bach Meter. And Report Dita
v A Manner That Aflows.An EDC To Resct To The
Taformation
“The: AMI systémn that Duguespe: Light is implementing will provide the ‘capdbilily to monifor
voltage at each mieter. This menitering can bc.» accomplished by establishing o registér within'the
Snaart Meter far valiage related:interval ddta or by programining the Smart Mefer tosend an-alert

if the valtage measnrements:are-outside-a normal range.

In order fo Tepoit voltage data in a manper that allows an BEDC (o react to- the infonmation, an
interface needs to. be developed between the AMI Head-End-Collection Engine.and the FOCUS
project MDM system. Duquesne Light’s approach to developing these type of 'i))terfaoes is 1o
participate in Oracle's Smiart Grid Gateway (“SGG”) Customer Validation Program. This
program enables Duquesne Light (o influence the development of productized integration

between ITRON and Oracle applications. At this point in the development cycle, Oracle has not
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committed to a date for implementing the voltage monitoring interface requirements as part of

their SGG roadmap so incremental cost information is unavailable,

In addition to developing the integration between AMI dnd FOCUS systems, new reporting
functionality will need to be-developed within the MDM application in order for Duquesne Light.
to react:to the v_o'l,tage-monito‘rin_g, At this point in the MDM development roadmap, Oracle has

not comnmitted to a date for adding enhanced reporting functionality for voltage monitoiing.

Since Oracle has not committed to dates for voltage monitoring capabilities; the incremental cost
for developing thie required productized integration and reporting, funetional'i_ty 1s. upknown.
However, Duquesiie Light anti¢ipates that it will implement thie voltage monitering capability, as

a .suppiem_c‘nt;_to;e,xistingpower,qual'ity systems, once the, nec_essary.so’ftware becomes avatlable.

£ Ability To Remotely Reprogram The Meter
Flimivrare within the:mater contiols all of the functions and capabilities of the.meter. Firtmware
is the oftwate that interfaces the meter’s. hardware and thé network application; enabling: the
meter to peform its functions. The firmware in the Company's Smart Moters ean be
"repm‘gmmmedfwmo.tdy'tfhr'o‘u_gh the cominunications network or at the sitgter:
There, are no additional meter or network costs to be able to remotély program the Smart Meter”s
firmware.

h. Ability To Communicate Outages And Restorations
The AMI architecture provides the capability to communicate outages and restoration§ from the
Smart Mefer to the Head-End Collection system. This communication is based on a “last gasp”

alert that the ineter sends when it loses power alopg with a $ubsequent “first gasp” alert when

power is restored. This functionality does not exist in Duquesne Light’s existing AMR system.

In order to incorporate AMI outage and restoration alerts into the Company’s real-time reliability
and customer notification processes, Duquesne Light would need to replace its current Outage
Management System (“OMS”) as well as develop and maintain a distribution system “Electrical

Model”. This replacement initiative is not included in the scope of the FOCUS project.
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Duquesne Light estiiates that the incremental cost to create an Electrical Model are not justified
as part of the Company’s Final Smart Meter Plan, but will be further evaluated as the AMI

system.is deployed.

Duquesné Light does plan to implement the capability to commiunicate outages and restorations
from the-Smart Meters to the Head-End Collection Engine as part of the AMI project. In
addition, Duquesne Light plans to extract the data from the Head-End Collection. Engine into an
AMI data waréhouge on a near real-time basis. The data warehouse will include reporting

functionality that provides the Company’s Operations Center with the following data:

.« Number of customers that are.out of power at any given tite during an oiitage event.
o A list of customers that have been restored at any given tinie duritig’an outage event.

The length of time between when a customer lost power and when that. customer’s
powerwas réstored. '
This reporting functionality in the AMI data warehouse will replace aid improve the:accurasy of
all of the inforination that.thie .Company"é Operations Center currently receives from its existing
AMR system. This initiative is estimated to'cost approximately $250,000.
i Ability To Support Nét Metering Of Custoiner Generators

Duguesnie. Light's Smart Meters will support niet metering of customer generators. The ITRON
Smart Metets will have multiple channels and ‘bi-difectional c'e'{péb_ilily that will allow the
Company to measute both the excess energy that is being generated by the eustomer and also
meastire energy that is ‘delivered by the Company to the customer. The ITRON Smart Meters
come equipped with this capability, and therefore, there are no additional costs to implement this
capability.

F. AMI IMPLEMENTATION TIMELINE

1. System Wide Roll-Out

A chart showing the Company’s proposed AMI implementation timeline is provided as
Appendix G. ‘The timeline includes a smart meter deployment schedule that begins with a 5,000

smart meter acceptance roll out in 2014 followed by ramp up to 90,000 meters by year-end 2015.
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A full scale deployment of‘9,v000 meters per month will begin in the first quarter of 2016. The
Comipany anticipates that it will complete full deployment of its smart meters by the end of 2020.
In its Initial Smart Meter Filing, Duquesne Light noted that it was premature to develop a final
system-wide deployment schedule given the substantial tasks that the Company was undertaking
to: (1) assess needs, and (2) select technology, a vendor, software, hardwarce -and other smart
‘meter components. Therefore, the Company noted its intent to meet the. 15 year deployment
schedule set forth in the Commission’s Implementation Order: Sec Dﬁquesne.Light.Initial Smart:
Meter Plan, pp. 36-37. The Company did provide an initial estimated date of Decenber 31, 2018
for full system roll out of smart meters. However, the Company explained that this date was not
final and that the Company would provide a detailed description of its plans for full system-wide
roll -out of smart meter technology as part of its Final Smart. Meter Plan. Sée Duquesne. Light

Inifial Smart Meter Plan, p. 37.

In.the Commission's Order-approving the. Company’s. Smart Meter Plan, the: Commission: noted
that Duguesne’ Light had provided an approximate dafe of Deceriber 31, 2018 to ecomplete
systerm-wide deplaymient of sniart meters. The Commission forther noted that Duquesne Light
had explainedthat the dates were approximate-and that it was the:Company’s intent to meet the
15 year deployinent schedule provided hy Act 129. Petition. of Duguesne Light Company for
Approval-of Sinart Meter Technology Procurement and Installation. Plan, Docket No. M~2009-
2193948, Oider entered May 11, 2010, p. 27.

The Cémpany is extending full deployment of smar{ meters to- allow for the two-year ramp-up
period described above. This ramp-up period will give the Company: time to test systéims and
funétions béﬁ‘fom implementing technology on a system-wide basis. The Company believes that
this is a prudent and reasonable approach and that it will mitigate the risk of technology glitches

that could create a negative experience for customers.

In addition to the ramp-up petiod, Duquesnc Light is proposing a phased functional
implementation of Smart Meter featnres starting with the most basic capabilities such as monthly
billing from smart meter usage data and ending with the most advanced capabilitics such as

automatic control of electric consumption. This phased functional implementation is designed to
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allow the market for many of the advanced smart meter capabilities (o become more mature,
whi¢h will then provide a better definition of the requitements. Requirements that are not fully
defined result in rework, which ultimately results in additional costs for customers. Duquesne
Light believes that this potential rework and associated costs can be avoided by our proposed

phased funciional iimplementation approach.

At the saine time, however, the Company anticipates that much of the functionality throughout
deployment will be valuable. The Company will integrate available functionality, to the extent it
has been-fully tested and accepted throughoeut the process, into b’us-inCSS_p‘l’é\CtiCCSthCl‘c possible.
This will allow the Company to take advantage of the benefits carly in the process. For example,
the Company plaos to integrate hourly data into its processes used for daily reconciliztion and
PIM settlenients. Similarly, the Company plans to implement the reinote connect / disconnect
functionality in. select areas as it become available, This extension of the phased-in approach of
smarl meter ﬁmcrionality throughout the deploymént will ‘ensure unplementation .obstacles are
removed throughout the entire process rather than-defer until. thie ldst stage of deployment. The
Company and customers will be able to take advantage. of the benefits of AMI as deployed

throughout the service area.

The following table provides d high-level overview of Duguesne Light's propesed phased

functional implementation -approach by requirement.
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Duquesne Final SMIP Plan

Type Requirement. 2014 | 2015 | 2016 | 2017

Basic | Commissioning and decommissioning of smart meters in the field

Basic: | Collection of usage data for billing aud events such-as tamper alarms X

Basic Monthly billing from smart-meter usage data X |
Basic | Manual-disconnectsand reconnects X
ACT 129 | Biddireetionsl data-coiniiimications X
ACT 129 | Record usage data on at least an hoirly basis onge per day X
| ACT 199 | Provide direct access. to:and usé oFprice. and -,c,xp,nst_lmp.tion‘,&ihfo_,rma_ti‘o,n- x
AET 129 | Provide customers with information on-tlieie boutly corisumption X
ACT 129 | Ennble ‘time-of-use (TOUJ rates and. réal-time price (RTP) programs X
ACT 129 | Automaticcontrol ofthe: customers electit coisumpition | X
"PARUG | Remote disconnicots ahd 6605686t T .-.x- |
| ; ",Etwfda 15-ininuite orEhorterititerval dat x
| On-board mererstorage ttias. comply Wil fusionil sndaRdd: %
Gpen staridardsand protogols: % T

Upgradable:capabilities

Vltagé nonitoriig.

".Rf;mméfenrﬂgmmminéiof’ﬁ‘iﬁ soater

Otitages aind restorations

Net metering of customer: generators

2. New Construction And Custoner Reguests
Pursuant to Act 129 and the Commission’s Implemeniation Order, EDCs are required to deploy
smart ‘meter technology at the. end of the 30-month grace period in new construction and upon
customer request. As part of Duquesne Light’s grace period planning efforts, the Company has
designed interim solutions to comply with these deploymerits ‘outside of the Company’s planned
smart meter deployment schedule since the AMI project will not start until the Final Smart Meter

Plan is approved.
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a. New Construction.
Duquesne¢ Light installs approximately 2,000 meters: annually in new construction sites
throughout its service territory. At the end of the grace period, Duguesne Light plans to install
ITRON smiartt ineters at all netw residential ¢onstruction sites and communicate with these meters
through its existing AMR ITRON Fixed Network system. These meters will be transitioned to
the new AMI system at the time that the new coﬁmu;ﬁoatio’n network is extended to these
locations as part of the full deployment schedule. Swarl- meters that cormmunicate through the
AMR system, will provide daily reads-until t_}ieya_re trangitioned to the AMI system at which time
they will provide hourly reads and AML funotionality that is available at that time. The transition
from the AMR systeri to the AMI system Wil be. determined. by fhe Duquesne: Smart Meter
Program full deployment schedule. Duquesnie Light will ¢ontinue to-deploy Alpha meters that
communicaté through its existing AMR ITRON MV:90 syster for sall new commercial and

industrial (“C&I”) construction sites until the-new communication network is extended to these

Jocations as part of the full deploymentschedule.

b, Custorier Regugsts
Since the endctment ‘of Act 129 st prepse-legslatlon. fi 2008, Duguesne Light has only
received a few customer requests for 4 sniitt imdfel:  To hondi customer requests for direet
dceess Lo un-validated usaga:fdata;:affer:‘ﬂlﬁ;griﬂc&gpeﬁiad_gfDuguesn&-lai'ghb;pl'ans::-t’o install ITRON
IITRON Fiked Network system for billing

smart. méters that communicate with its-existing ANR
purposes but enable HAN connectivity throngh ZigBee for direct decess purposes. To homor
customer tequests for next. day access. to validated hvufly usage data through a web portal,
Duquesnie Light plans to install Alpha risters (Ciirenitly nsed on Cé&l accounts) and
communicate with them through its existing AMR TTRON MV-90 system for both billing and
next day nsage data access purposes. After the Smart Meter Program Final Smart Meter Plan is
approved by the Commission, Duquesne: Light will -purchase, implement and. integrate the
ITRON Head-End Data Collection Engine with the MDNM. Once this work is complete,
Duquesne Light will install TTRON smart meters for all custorner requests and commuricate
with them directly via a public cellular network. This solution is projected to be available during

the smart meter deployment ramp-up period and will be utilized until the new communication
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network is exiended 1o these locations as part of the full deployment schedule. Customers that
request a smart meter outside of tlhe Company's full deployment schedule will be charged the
incremental communication and deployment costs but not the cost for the ineter. The Company

will develop a fee for this-scope and update Rule 14.2 of its tarifl.

G. SMART METER PROGRAM COSTS

The total cost of Duguesne’s Smart Meter Program is estimated at $238 million spent.over an 1
year period beginning in 2010 and ending in 2020. The following table provides-a breakdown of

the total Smast Meter Program estimated costs by scope component and operaling versus capital

expenditures.
Cost Bstimates ($‘nyillions) | Total
| Smart Meter Program Planning 3.0.
;—ocus projeci- o . 35.0
AMI Project Vendor Comporients (ITRON) 975
AM]J Project Cmnmunji.éaﬁonz.Nf&twmk (WAN) 8.0
AMI Project IT Systems including PMO- 634
AMI Project Customer Acceptance | 3.1
AMI Project Contingency 28.0 —

Total $238.0

The Smart Meter Program planning costs encompass all of the grace period expenditures
necessary 1o develop the Final Smart Meter Plan. A significant portion of these planning cosls

are the engagement of third party subject matler expertise such as SAIC, IBM and other
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consulting resources. These planning costs also include the technology prool of concept with

TTRON to prove the viability of the pro'p’osed AMI gystem.solution.

The FOCUS Project costs encompass all of the 1T system costs necessary ta replace Duquesne
Light's CIS and implement a new MDM. These IT system costs include software and hardware
purchases and maintenance during the grace period; outside services involved ‘in the
implementation and integration of CC&B and MDM; and an allocation of other ancillary project
expenditures such as facilities, training, organizational change management and installation of

supporting IT products.

The AMI Project Vendor Component :costs encompass all of the equipment and services being
provided by ITRON as described in: Section C.of this Plan. These cost estimates are based on the
contract negotiations that have been conducted to -date between Duquesne Light and ITRON.
These negotiations ‘are cxpected to conelude in the third quarter of 2012 with a completed
coptract that can be executed upon -'Ct')’iﬁ‘r_hfﬂﬁ‘i"_dﬁ approval of the Company’s Final Smait Metei
Plan.

The AMI Project WAN costs encompass.all-of the. equipment and services described in Section
C.4 of this Plan. These cost estimates are based on analysis, including preliminary propagation
studies, conducted by Duquesne Light and TTRON with the assistance of SAIC.

The AMI Project I'T" Systemis costs eiicorpass dll of the implementation and integration services
deseribed in Section D of this Plan. In some instances where it is cost justified, the third party
delivery services may be replaced with the purchase of additional software and bardwaie
products. These cost estimates are based on. analysis conducted by Duquesne Light with the
assistance of IBM.

The IT Systems.costs also encompass the responsibilities of the PMO which includes third party

SI resources as well as the following seven Duquesne Light internal resources which are all

incremental to the Company’s current statfing levels:

e AMI Program Manager (1)
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o AMIIT Systems Coordinator and 1T Systems Analyst (2)
o AMI Metering Coordinator and Metering Engineer (2)
o AMJ Communication Network Coordinator and Telecom Engineer (2)

The AMI Project Customer Acceptance costs encompass all of the work cfforts described in
Section I of this Plan. These ¢cost estimates are based on analysis conducted by Duquesne Light

with the assistance of Customer Performance Group (“CPG”).

The AMI Project contingency-costs encompass industry standard funding reserves for third party
services as well as specific funding, réserves for arcas of the program where meter deployment,
communication protocol, -and security -appliance decisions still need to be finalized based on

emerging or evolving additional information.

A further breakdown of the estimated costs for the POCUS and AMI projects by year is provided
in Appendix H.
H.  SMARTMETER COST RECOVERY

In its Initial Smart Meter Plan the f@(’)mpaﬁy propesed to récover its costs to implement $mart
meter techniology via a Section 1307 Smart Meter Charge. By order dated May 11, 2010, the
Comumission approved Duquesne: Light’s Inftial Plan with cejtain modifications. In addition, the
Commission dpproved the Company's' SMC, with cettain modifications, which provides for full
and current cost recovery of smart meter costs. The first SMC was implemented effective.

August 1, 2010.

The SMC uses a formula to calculate the revenue requirement for the quarter for each
component. The SMC is updated quarterly, effective January 1, Apnl [, July 1 and October |
each year. Comumon costs are then -allocated (o the revenue requirement for cach meter type
based on the number of each type ol meter. A description of the SMC is provided in Rider No.

20, Simart Meter Charge, of the Company’s retatl tariff.
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The formula to compute the révenue requirement for single phase, three-phase and common
plant exch includes four primaty. components. The first-component is the pre-tax retum on
average projestéd net plait in-service (“PIS”) for the upcoming quarter. Net PIS includes
eligible smart ineter plant and supporting, systems adjusted for accurnulated. depreciation and
accumulated deferred income taxes associated with that plant. The second component of the
revenne req_uh'emcnt qneludes the projected expenses for- depreciation, operation and
maintenance for the upeoming quarter, “The thiid component is an adjustment to the revenue
Tequirernent made for expécted aperatifig cost savings; if any, realized by the Company by
imp_lcr'nenting{: smart meter ,'thl}*xxn’ngy; The fourth component is a reconciliation adjustment,
developed ‘theough -an ainual filing, to ‘recoticile for the actual revenue requirement for the

previous réconciliation year versug the:billed revenue for the same:period.

The tevenue billed under the 8ME for cach quarter of the reconciliation. period is compared to
thie ictiial. reverine requirerent:caloulated foreich quarter using actual data for each of the four
components.of the-formula, Ths-over-at aider calleetion of fevenue is Yecouped or fefirmided 48
petiod beginning on January 1 of the following, yeat.

appropriate with Inferest oVl a ohe year
Allover and undettésbvery ealoulationsinends Tntstest at the legal rate-of 6%.
The Company-is proposing o recever the sosiz for fmplementing its. Final Smart Meter Plan
thiough its existing SMC without fodification.

I CUSTOMEREDUCATION ‘AND ACCEPTANCE STRATEGY
L Tutrotlaetian

In early 2011, Duquésne Light engaged Customer Performance Group (CPG) to assist thé

company with development: of a strategy that minimizes the risk of customer resistence to smart.
meter technology that many utilities throughout the country have previously experienced. CPG
has worked with several utilities in California, Nevada and Iilinois to successfully deploy smart
meters in a manner that increases. customer awareness, understanding and confidence with the
new AMI technologies. A primary component of the customer confidence model is the

communication of AMI technology benefits to customers soon after they receive their new smart

meter.
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As part of our pJ,a_nning-el’forts‘ with CPG, we identified several new cohanced products and
services such s Bill-to-Date reporting, Usage threshold alerts, Usage graphs, TOU ratés, RTP
programs and HAN offerings that are all facilitated by leveraging the investinent in AMI
technologies. Duguesne Light will-offer setect, cost-effective enhanced products.and serviees for
our custonters that alse provide transactional benefits to the company. These services are signed
to inicrease customer participation and acceptance of smart meter technology. Additonally, The

CPG deployment approach also strives 10 minimize customer inconvenience and provide a

neutral, if not positive overall customer experience related to smart mefers.

2. Target Audiences.

Duquesiie Light's three piiniary target audiences are employees, stakeholders and customers. A

description of these three audiences and theirrelationships to smart meter technology is below:

Audience Role:
Emploveds o
e Installers

| mstallers’install the smart meters. They have customer contact
_ priok to-Installation and when the work Is completed.

o FieldUaisan | Thefleld {lalson Is a.person skilled In-energy audits who
agcomparﬂés theIngtallers to provide deor-to-deor outreach
_’cta;cus_tcmers and traubleshoot customer complaliits.

e Call Canter The catl.eenter provides customers Information and education
r‘égéi‘ding smart meters-and processes customer complaints
and clalms.

. Other -Alk oﬁher employees serve as ambassadors who-can explam

the smart meter system to family, friends, and neighbors.
Stakeholders ' _

o Elacted Elected officials and their staffs are a source of information
Officials and about the smart metering system for constituents and a
Staff channel for receiving customer complaints.

s Community Community leaders include political organizations, special-
Leaders interest organizations, business organizations, service

organizations, faith-based organizations, and schools. They act
as third-party communicators to customers.

o fedia Media includes representatives of newspapers, television, and
radio who communlcate with customers. B

EGS’s are the retailers wio sell the electric commodity to

e Electric
Generation customers and may develop new products and services based
Suppliers {EGS) | upon the smart metering system.

e  Curtalhment CSPs provide energy and demand response prod(,x(i'{;‘ fo
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Servige encourage cuslomers to curtail usage at times of peak load.

Providers
(CsPs)

« Service
Providers

Service providers iniciude contractors, electricians,
aggregators, and others who act on behalf of customers and
provide information to customers about electric appliances
and services. N ~

Unlon leaders-are the representatives of DLC employees who
.ate represented under collective bargaining agreements. They
act as third-party communicators to employees.

o Union Leaders

‘Customers

« Residential Residential customers include customers who live in single-
family and multi-family premises who take service on rates RS,
RH, and RA,

e Commerclal C&i ¢ustomers include those who take sérvice on rates GS/GM
and Industrial | and GMH.
{c&d)

3 90:60-30.Day Communication Strategy
Duquesne Light's CGEA plan-focuses on the creation of a neutral-to-positive customer experisnce,
“The foundation of this custopier experiente is the 90-60-30 day strategy. 90-60-30 refers:to the
nupiber of dayd privr to installing a smart meter during which specific information; education,

and customer expetisnce:taotics:are implemented.

Dugquesne Light will:

L. Establish a website that contains information about the smarl meter system.
2. Continue to educate employees about the smart meter system and its deployment.
3. Continue 1o educate stakeholders about the smart meter system and deployment.

Duquesne Light's approach for employees will be to provide information and education $o that
all employees can act as advocales for the smarl meter system. To achieve this objective,
Duquesne Light will use a variety of methods to build employee awareness and understanding.

These methods include:
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o Town hall mectings

o Training classes

o Internal newsletters

« Offrce signage

o Employee intranet

s Involving c;ﬁployccs in testing smart meter products and services

For front-ling employees, Duquesne Light will employ additional educational methods that teach
speeific skills associated with the employee’s job role. This may include advanced traifing
classes for call center representatives, field liaisons, and installers, and daily bticfings for field

liaisons and. installess.

Duquesne Light's approach for stakeholder education will be otie of personalizéd mestings,
‘group. .pms’gn'tfifiﬁn& and. évents (such as stakecholder collaboratives). ‘Duquesne 'L'gg_ht will
‘suppoxt. thest: detivities with collateral matetials, props, videos; and demonstrations of - smait

ameter services.

60 Days. Approximately 60 days before deploying siart meters in-a specific region, Duquesiie
Light will conduét outreach eveits and presentations for both resideitinl and busingss
community members. The media Duquesne Light plans to use for-community-outreach includes
PowerPoint présentations, trade show-style booths, and a mobile display (similar to-other mobile
smart ‘meter/grid displays used by utilities, such as Oncor’s Mobile Bxperience Center and
Reliant Energy’s Smart Home Solutions recreational vehicle).  The likely venues for these:
outreach prlesentations include community groups (Chambers of Con‘lmcr:c.e, Rotary, citizens’
councils, political groups), bomeowners’ associations, and community events (street fairs,
farmers’ markets, and athletic events). Content presented during these events will focus on
featuies and benefits, function (how the system works), and confidence (accuracy, security,
privacy, health, and value). To Increase participatiop in these communily presentations,

Duquesne Light may use paid and non-paid media o gencrate interest and awareness.
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30 Days: Thirty days before installing a smart meter at a customer’s premises, Duquesne Li'_ght
will'implement a targeted direct media campaign. The first elementis a direct mail letter which
inferms‘ customers of the forthcoming smart meter installation. It also provides the ciistomer
infortnation about the function, benefits, and confidence associated 'w:ilh the smart metering
system. -All communication materials will include Duquesne Light’s call center website address

-and phione number for additional information

‘Three «days before deploying meters at a customer’s premises, customers will recaive dn
avtonisted: phone call and/or email reminding them of the smiart ineter installation. This
sompnunivation will provide customers as precise a time as possible for when the:mster will be:

At the time of installation; installers will perform the installa'ti‘gjn according o & gustomer
experionce soiipt (kneck, explain, install, and leave record of work). A Duguesne Light field
Tidtson: will e available to provide immediate; on-call support To- Cuatoniers or: whes Jfiot

fetiwiseangaged, dobi-to-door otitredch.

v days dffer dnstallatior. Duquesie Light will survey a sample of customets tegarding
ingtallation.satisfastion. and their attitudes toward thessmart metering system (ay compared £o. the
basdline survey):
Thirty five duys after installation, customers who have signed up for Dugngsne- Light's My
Acgount service of otherwise provided Duquesne Light an email addfess. will receive: a
riotification ‘that ‘their smart meter ‘services (bill-to-date,. bill' alerts, projected bill, and houly
usage data).aré now available to them online.

4. Measuring Success

The measure of success for a smart metei deployment project is a neutral-to-positive enstomer
experienee. Duquesne Light will measure the success of its customer experience and education

efforts through three specific methods.
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First, prior to launching the CEA plan, Duquesne Light will conduct focus group tests to ensure
that the approach, themes, messages, media, and methods mect customer fequirements.
Additionally, Duquesne Light will administer a baseline survey that gathers customer- attitudes
toward the smart meter system prior to implementation. This baseline survey will enable

Dugquesne Light to then determine the impact of the CEA plan on consuinet attitudes.
Second, afterimplementing the 90-60-30 stratcgy, Duquesne Light will track the:

» Number of website visits it receives

« Number of calls it receives from customers

Classification -of those calls in appropriate categories sucli as complaints, ¢lairng, high
'bill; and opt-out. -

-Siubsequent analysis of the volume and type of these calls ‘will enable the Duquesne Light to
.matntain or adjust its customer experience, customer. education, atid eustorger suppoit efforts.
" Additiénally; Duquesne Light will collect customer feedback during butreach presentations

;-mgaﬁding‘écysmﬁzl‘"a.t'tit_udes. toward the smart meter system.

Tlnrd, five "d'ajys after the installation of sniart meters, Dugueésné Light will survey a sample of
citomers tegarding their satisfaction with the installation experience. Analysts wif_ll_in_tegrat_e
the: survey results into a weekly dashboard report for Duquesne Light: “This seport will guide
Duquesne Light in taking appropriate action to correct deficiencies ini the-custotier experience..
J.  RISK MITIGATION STRATEGIES
Dugquesné’s Smart Meter Program is a multi-year, multi-million dollar endeavor that will greatly
‘imipact several key stakeholders including our customers and employees. Therefore, a large part
of ‘the grace period planning effort has been spent identifying program risks as well as
developing strategies for mitigating the impact of these risks. Duquesne’s risk mitigation
strategies include:
o Engaging Industry Subject Matter Expertise throughout the planning effort

. Commissioning an AMT Technology Proof of Concept (POC)
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Instituting a ramp-up period along with a phased fuactional implementation within

the Smart Meter Program deployment schedule

. Development of a Customer Acceptance Strategy uligned with the PA PUC Retail
Market Investigation (RMTI) Directives

« Engagemeént of an expérienced Systens Infegrator ta own the erid-to-end integration

- between the FOCUS and AMI projects

Industry Subject Matter Expertise

As a first step in our Smart Meter Program planning éffon,» DuQLxes-ne issued a Request for
Praposal (RFP) in order to obtain the services of a utility industry adviser with extensive
planning experience for AMI technology projects. R.W. Beck, lnc. (vow SAIC) was selected for
this ‘advisory role and assisted Duquesne with our milestone flings as well dy with ‘our. AMI
vendor REP process and AMI communication network extended. analysis. Duquesne has. also
‘engaged industey subject matter expertise during.our gontract négatiations with ITRON. Eckert
Seamans; ig providing external legal counsel while IBM is providing eontract, assistage from.a
business risk assessment perspective. IBM was also engaged fo provide Dugquesne with-*Jessons
Jearned” From other Smart Meter Programs where:they have served 4s. the Systems Integrator as
‘well as: to assist Duquesne with developing our systems: integration cost-estimates for the AMI
prcject. Finally, Cuistotrier Performauce Group (CPG) is assisting Durjnesng with develpprert
of 4 customer acceptauce stiategy designed to mifiimize the risk of ‘customer backlash against

smait msters that other utilities throughout the country have previously expefienced.

AM] Technology Proof of Concept

In the latter half of 2011, Duquesne entered into a one year contract with TTRON to eonduct an
AMI Technology Proof of Concept (POC). This POC enables Duquesne to lest the various
components of the AMI System outlined in section IV of this plan. The POC is designed to

validate the foliowing data.

o Meter configurations/scliings

Captured interval data using TTRON AMI Service Test

]
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« Captured event messages/alerts/alacms in the ITRON Open'Way Collection Engine.

- Firmware download using the ITRON OpenWay Collection Engine

. On demand reads; remote disconnects and reconncets using TTRON AMI Service

Test

In addition to testing the ITRON OpenWay components of Duquesne’s propoesed AMI System,
this POC will also test various AMI communication network solutions. The seope of the POC is
36 residential meters and 16 commercial meters.. These meters are installed in a dual-soeket
:environmeiit o that the customer’s existing meter is still used for production billing purposes.
The POC local area network (LAN) consists of four eell collectors and tworange extenders. The -
POC wids -ared network (WAN) utilizes varitus privite Kireless solutitig for intéfmediate
‘tiansinittal to Duguesne owned communication towers a8 well as piiblic wiigless. solutions for
direct connect. functionality. As part of the POC, Dizquesn_e, is also Pcffbrming Taboratory: tests

Gnseveral Home. Area Notwork (HAN) devices. Thesedeviess lnslude:;

e Two Smart Thermostats

w  Two InHoine Displays HDS)

#  TwoLoad Control Devices
Rﬁh}p&;upstiiod:an‘leh'ased Functional-Implementgtion
It order to minimize the fisk of any potential unfoieseen, technology slitehes havidg-a mass
figative: impaet on -our oustomers,. Duquesne’is. proposing:a ramp-up pertod for Smart: Meter
deploymernits. This period will begin with a 5,000 smait meter acceptance roll-out.in the latter
half of 2074 followed by a gradual build-up to a full deployment of 9,000 mefers per month by
the end of 2015. In addition to the ramp-up period, Duquesner i§ proposing.a 'p‘h‘a"sed functional
implementation of Smart Meter features starting with'the most basic capabilities such as monthly
billing from smart meter usage data and. ending. with the. most advanced capabilities such as
support for Home Area Networks. This phased functional implementation is designed to allow
the market for many of the advanced smart meter capabilities to become more mature, which will

then provide a better definition of the requirements.
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Customer Acceptance Strategy

In carly 2011, Duquesne engaged Customer Performance Group (CPG) to assist the company
with development of a strategy that minimizes the risk of customer backlash against smart meters
that many utilities throughout the couniry have pmviously'cxpgr_ienced, 'CPG has worked with
several utilities in California, Nevada and Ulinois to successfully deploy smadrt meters in a
manner that increases customer awareness, undérstanding aid confidence with the new AMI
technologies. Duquesne Light’s Customer Acceptance: Strategy is explained .in more detail in

Section T above.

System Integraior

As explained in Section D above, Duquesne’s Smait Meter Program has four levels of complex

systems’ integration that must work both mdc}pend'ently ‘as well as in--conj unétion with each other

ifi order for the. entire 'solution to function picpetly. The Company believes that the success of
our AMI project is highly dependent on engaging an SI that has utility industry experience with

boih AMI fechnology projects as well as with Oracle Utility Application Suite implementations.
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1V.  CONCLUSION

As explained herein, during the Grace Perfod, Duquesne Light hds been impleimenting billing
system and information technology changes that are necessary fo provide customers with Smart
Meter Technology. In addition; Duguestie. Light has been garefully and thoroughly investigating
ways. to meet the Act 129 Smait Meter Technology requiirements. Daquesne Light’s Final Smart.
Meter Plan will provide all of the smart meter capabilities required under Act. 129 and the

Commission’s Implementation.Qrder to ¢ustomers:in a.¢ost-effective:manner;
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PENNSYLVANIA
PUBLIC UTLIITY COMMISSION
Harrisburg, PA 17105-3265

Public Meeting held April 4, 2013

Commissioners Present:

Robert F. Powelson, Chairman

John F. Coleman, Jr., Vice Chairman
Wayne E. Gardner

James H. Cawley

Pamela A. Witmer

Petition of Duquesne Light Company for M-2009-2123948
Approval of Its Final Smart Meter
Procurement and Installation Plan

OPINION AND ORDER

BY THE COMMISSION:

Before the Pennsylvania Public Utility Commission (Commission) for
consideration and disposition is the Initial Decision (1.D.) of Administrative Law Judge
(ALJ) Katrina L. Dunderdale, issued on January 14, 2013, relative to the Petition of
Duquesne Light Company (Duquesne or the Company) for Approval of Its Final Smart
Meter Procurement and Installation Plan (Final SMP). A Joint Petition for Approval of
Full Settléxnent of All Issues (Joint Petition) was filed on December 7, 2012, by
Duquesne and the Office of Consumer Advocate (OCA) (Joint Petitioners). For the

reasons fully delineated herein, we shall grant Duquesne’s Petition as modified by this

Opinion and Order.



I. Background

On October 15, 2008, House Bill 2200 was signed into law as Act 129 with
an effective date of November 14, 2008. Among other requirements, Act 129 required
Electric Distribution Companies (EDCs) to file smart meter plans within nine months
after the effective date of Act 129. On June 24, 2009, the Commission issued its Smart
Meter Implementation Order at Docket No. M-2009-2092655 (Implementation Order),
which established the standards that EDCs must meet for providing smart meter

technology to customers and also provided guidance for meeting those standards.

On August 14, 2009, Duquesne filed its Initial Smart Meter Procurement
and Installation Plan (Initial SMP) with the Commission. The Commission entered an
Order on May 11, 2010, approving Duquesne’s Initial SMP, with certain modifications.
Pursuant to the May 11, 2010 Order, Duquesne was required to file certain periodic
updates with the Commission detailing its smart meter implementation status. First, on
July 1, 2010, Duquesne filed a Cost Benefit Analysis for the additional smart meter
capabilities identified in the Implementation Order. Next, on December 29,2010,
Duquesne filed its Application for Approval of Assessment of Needs, Technology
Solutions and Vendor Selection. In that Application, the Company provided a detailed
assessment of its Advanced Meter Infrastructure (AMI) technology requirements, ‘
possible solutions and selection of technologies and vendors. Duquesne then filed a
Supplement to its Assessment Appli-cation on January 31, 2011, wherein it identified

Ttron, Inc. as its recommended primary contractor to design, construct, implement and

oversee the Company’s SMP.

On November 18, 2011, Duquesne filed a status update with respéct to its
SMP and requested a six month extension, from December 3 1,2011 to June 30, 2012, to
file the Company’s Final SMP. Duquesne’s request for an extension was granted via a

Commission Secretarial Letter issued on December 13, 2011,
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IL. Procedural History

On June 29, 2012, Duquesne filed its Petition for Approval of its Final Smart
Meter Plan in which it requested final approval from the Commission of its Final SMP. On
July 23, 2012, the OCA and Citizen Power, Inc. (Citizen Power) filed Answers to
Duquesne’s Petition. By Secretarial Letter issued August 17, 2012, the Commission

notified the Parties that this matter had been referred to the Office of ALJ for further

proceedings.

An initial Prehearing conference was held on September 17, 2012, anda
further Prehearing Conference was held on November 15, 2012, wherein representatives
from Duquesne, the OCA, Duquesne Industrial Intervenors (DII) and Citizen Power
attended. Subsequent to the further Prehearing Conference, the Parties were able to reach a
- settlement in principle of all issues. On December 7, 2012, the Joint Petitioners filed the
Joint Petition in which the Parties agreed to resolve all issues related to Duquesne’s Final
SMP. The record closed on December 21, 2012, upon expiration of the time in which
interested Parties could object or comment on the Petition. All of the active Parties in this

proceeding either support or do not oppose the settlement.

On January 14, 2013, ALJ Dunderdale issued an Initial Decision wherein she
granted the Joint Petitioners unopposed settlement without modification. No Exceptions to
the Initial Decision were received. Nevertheless, we have exercised our right to review the

Inijtial Decision pursuant to 66 Pa. C.S. § 332(h).

III.  Discussion

We note that any issue that we do not specifically address has been duly

considered and will be denied without further discussion. It is well settled that the



Commission is not required to consider, expressly or at length, each contention or
argument raised by the parties. Consolidated Rail Corporation v. Pa. PUC,

625 A.2d 741 (Pa. Cmwlth. 1993); see also, generally, University of Pennsylvania v.
Pa. PUC, 485 A.2d 1217 (Pa. Cmwlth. 1984).

A. Legal Standards

As the proponent of a rule or order, the Company has the burden of proof'in
this proceeding in accordance with Section 332(a) of the Public Utility Code (Code),
66 Pa. C.S. § 332(a). Courts have held that “[a] litigant’s burden of proof before
administrative tribunals as well as before most civil proceedings is satisfied by
establishing a preponderance of evidence which is substantial and legally credible.”
Samuel J. Lansberry, Inc. v. Pa. PUC, 578 A.2d 600 (Pa. Cmwlth. 1990), alloc. denied,
529 Pa. 654, 602 A.2d 863 (1992). That is, the Company’s evidence must be more
convincing, by even the smallest amount, than that presented by the other Parties.
Se-Ling Hosiery, Inc. v. Margulies, 364 Pa. 45,70 A.2d 854 (1950). Additionally, this
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).

Because the Joint Petitioners have reached a full settlement of the issues
and claims that arose in this proceeding, the Joint Petitioners have the burden to prove
that the Settlement is in the public interest. Pursuant to our Regulations at 52 Pa. Code
§ 5.231, it is the Commission’s policy to promote settlements. Settlement terms often are
preferable to those achieved at the conclusion of a fully litigated proceeding. In addifion,
a full settlement of all the issues in a proceeding eliminates the time, effort and expense
that otherwise would have been used in litigating the proceeding, while a partial

settlement may significantly reduce the time, effort and expense of litigating a case.
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Regulatory proceedings often are expensive to litigate, and the reasonable cost of such
litigation is an operating expense recoverable in the rates approved by the Commission.
Partial or full settlements allow the parties to avoid the substantial costs of preparing and
serving testimony, cross-examining witnesses in lengthy hearings, and preparing and
serving briefs, reply briefs, exceptions and reply exceptions, together with the briefs and
reply briefs necessitated by any appeal of the Commission’s decision, yielding significant
expense savings for the company’s customers. For this and other sound reasons,

settlements are encouraged by long-standing Commission policy.

The Commission must, however, review proposed settlements to determine
whether the terms are in the public interest. Pa. PUC v. Philadelphia Gas Works, Docket
No. M-00031768 (Order entered January 7, 2004); Pa. PUCv. C.S. Water and Sewer
Assoc., 74 Pa. P.U.C. 767 (1991); Pa. PUC v. Philadelphia Electric Co.,60 Pa.PU.C. 1
(1985). In order to accept a settlement such as that proposed here, the Commission must
determine that the proposed terms and conaitions are in the public interest. Pa. PUC v.
York Water Co., Docket No.VR~O\OO49165 (Order entered October 4, 2004); Pa. PUC'v.

C.S. Water and Sewer Assoc., supra.
B. Joint Petition for Approval of Full Settlement
- 1. Introduction

As stated previously, on December 7, 2012, the Joint Petitioners filed the
Settlement. The Joint Petitioners state that the Settlement has been agreed to, or is not
opposed, by all active Parties in this proceeding, noting that the Office of Small Business
Advocate (OSBA), DII and Citizen Power have indicated that they do not oppose the
Settlement. According to the Joint Petitioners, the Settlement resolves all issues in this
proceeding and is in the best interests of Duquesne, the Joint Petitioners and the Company’s

customers. Settlement at 6. The Settlement provides for the approval of Duquesne’s Final
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SMP with certain clarifications and modifications that provide for additional customer
education regarding smart meter technology and deployment and that provide for additional
protection of customer data and the security of the distribution system. In addition, the
Settlement provides that the Company will meet with stakeholders to obtain input on a plan

to allow low-income customers to use smart meter technology to reduce their energy bills.
2. Terms and Conditions of the Full Settlement

The Settlement consists of the Joint Petition containing the terms and
conditions of the Settlement, and five appendices. Appendices A and B to the Settlement
are the Statements in Support of Settlement submitted by Duquesne and the OCA,
respectively. Appendices C through E to the Settlement are the letters of non-opposition of

the OSBA, DII and Citizen Power, respectively.

‘The essential terms and conditions of the Settlement are set forth in Section II,

as follows:
I1. SETTLEMENT TERMS AND CONDITIONS

19.  Duquesne Light’s Final Smart Meter Plan is approved
with the following clarifications and/or revisions.

a. Customer Education and Research Metrics

20.  Within 60 days from the final order in this proceeding,
the Company shall arrange to meet with the OCA and
interested parties to obtain input on a plan to research the
actual experiences of low-income customers to determine
how such customers may be able to use smart meter
technology to reduce their energy bills and to incorporate
information regarding such customers into the Company’s
Customer Acceptance and Education Plan performance
metrics. The Company also agrees to meet with the OCA and



interested parties to obtain input to research the actual
experiences of low use (base load usage below 500 kWh),
medically needy (customers with Chapter 56 medical
certifications at the time a smart meter is installed) and other
vulnerable customers to the extent such customers can be
reasonably identified, and as agreed to between the Company
and the OCA, provided that the Company will not be required
to research other vulnerable customers if such agreement
cannot be reached. The meeting(s) will establish a review
and reporting process and a timeline for deliverables. The
timeline in the plan will align with scheduled smart meter
deployment estimated to begin in the fourth quarter of 2014,
With regard to researching the experiences of customers
described above, the partics may consider the Company’s
gathering and sharing with interested parties’ non-
confidential information regarding such customers’ load
shapes and usage characteristics as a means of informing the
design of potential programs to enable such customers to
benefit from smart meter technology.

21.  The Company will propose any potential customer
education measures for Time-of-Use (“TOU”) rates when it
files for Commission approval of a TOU program under Act
129. The Company will seek Commission approval of such
measures in conjunction with such TOU program. All Parties
to this Settlement reserve their rights to contest the
Company’s proposed allocation of customer education costs
in that filing.

b. Reasonable and Adequate Service

22.  Duquesne Light shall comply with all provisions of
Chapter 14 of the Pennsylvania Public Utility Code (66 Pa.
C.S.A. Chapter 14) and Chapter 56 of the Commission’s
regulations (52 Pa. Code Chapter 56) with respect to the
application of remote connect and disconnect. Specifically,
Duquesne Light will:

a) Send an appropriately trained representative to
the customer premise before any termination is
scheduled to occur. The representative will use
reasonable efforts to make personal contact with a



responsible adult occupant of the premise prior to the
termination.

b) Where personal contact is not made prior to
termination, the representative shall leave
conspicuously at the residence a notice informing the
customer that utility service is being disconnected and
how the customer can effect reconnection. The notice
shall include the number of a hotline where low-
income and vulnerable customers can receive
information on all Duquesne Light Universal Service
and Energy Conservation programs and related
payment information. ‘
C) Service shall not be terminated if the customer
can show confirmation of payment through either
authorized agent or automated payment systems. The
representative shall be fully trained to direct low
income and vulnerable customers to a hotline where
they can receive information on all Duquesne Light’s
Universal Service and Energy Conservation program
and related payment information.

d) On or before October 1, 2016, Duquesne Light
shall make a tariff filing with the Commission to
reduce its restoration fee for reconnection where the
remote feature is used.

23.  Duquesne Light will investigate alternatives for
Voltage Monitoring functionality if the capability doesn’t
exist within the Oracle software solution by 2016.

C. Privacy and Security

24.  During the first quarter of 2013, the Company shall
hire a third party consultant to assist the Company in
developing a privacy policy for customers’ smart meter data.
The development of said policy shall be carried out in
consultation with interested stakeholders and shall be the
subject of at least semiannual meetings with stakeholders
during the development of the privacy policy. The third party
consultant will be asked to report on the range of practices of



other U.S. EDCs with respect to privacy policies for smart
meter data. The allowed cost for this study shall not exceed
$40,000.

25.  Duquesne Light will conduct a vulnerability
assessment across the entire Advanced Metering
Infrastructure (AMI) solution including penetration testing at
the meter to validate the cyber security of its AMI system.

d. Miscellaneous Issues

26.  Duquesne Light will adopt the “Green Button
Initiative” in providing consumption data to customers. This
standardized data format will enable customers to utilize
smart phone applications developed by third parties.

277.  The Company shall be permitted to recover any
additional costs associated with implementing the terms and
conditions of this Settlement through its SMC, except as
limited herein.

28.  The Joint Petitioners aver that the petitions and
applications at Docket No. M-2009-21239438, that preceded
the Company’s Final Smart Meter Plan, have been
incorporated therein, as modified by the Final Smart Meter
Plan, and all issues associated with those filings have been
fully resolved by the instant Settlement. The Joint Petitioners
. further aver that no further action is required on the petitions
and applications that preceded the Final Smart Meter Plan.

- Settlement Y 19-28 at 6-10.

On the basis of these and other provisions of the Settlement, the Joint
Petitioners request that the Commission approve the Company’s Final SMP including all
the terms and conditions embodied in the Joint Petition for Settlement, without

modification.



3. Disposition of the Full Settlement

The Joint Petitioners assert that approval of the Settlement is in the public
interest because it provides for: (1) additional customer education regarding smart meter
technology and deployment and ensures stakeholder input on these issues, and (2) the
protection of customer data and the security of the distribution system. The Joint Petitioners
further assert that the Settlement reduces administrative burden on the Parties and the
Commission by avoiding the expense and uncertainty attended with a fully litigated

proceeding and administrative adjudication. Settlement at 10.

The proposed Settlement is conditioned upon Commission approval of its
terms and conditions without modification. According to Paragraph 31 of the Settlement, in
" the event that the Commission modifies the Settlement, any Joint Petitioner may elect to
withdraw from the Settlement and proceed with litigation. In that event, the entire
Settlement automatically shall be void and of no effect. Paragraph 31 provides that this
Settlement may be withdrawn upon written notice to the Commission and all Parties five
days from the date of the entry of the Commission Order denying or modifying the
Settlement. The Settlement is made without any admissions against, or prejudice to, any
position that any Joint Petitioner may adopt in any future litigation. In addition, the Joint
Petitioners have agreed that the terms of the Settlement may not be cited as precedent in any
future proceeding, and that the Commission’s approval of the Seftlement shall not be
construed to represent approval of any Joint Petitioner’s position on any issue, except as
required to implement the terms of the settlement in this and future proceedings involving
Duquesne. The Joint Petitioners agree that the Seitlement is a compromise, and does not

necessarily represent the position that a Joint Petitioner would advance in a litigated

proceeding. Id. at 11.

As stated above, all Parties to this proceeding either support, or do not

oppose, the terms of the Settlement. The Settlement provides for certain modifications to
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the Final SMP Plan initially proposed by Duquesne, and represents a compromise among,
the Joint Petitioners that resolves all of the issues that have been raised in this proceeding.

The Parties are to be commended for reaching an amicable Settlement on such a complex

filing.

Based on our review of the record, we conclude that the proposed
Settlement is in the public interest, and we shall approve it with the exception of several
issues which remain to be addressed in order for Duquesne’s SMP to coinply with its
statutory objectives. First, pursuant to Act 129 of 2008, Smart Meter Technology must
enable the use of time-of-use (TOU) rates and real time pricing (RTP). 66 Pa. C.S.
§ 2807(g). Customers can elect to participate in TOU rates and real time pricing. See
66 Pa. C.S. § 2807 (f) (5). In our Implementation Order, we established additional meter
capability requirements including, inter alia, that the smart meter must have the
capability to support the net metering of customer generators. It isunclear whether

Duquesne’s SMP satisfies these criteria.

To satisfy the statutory smart meter capability requirements and
requirements set forth in the Implementation Order, it is necessary that Duquesne’s SMP
provide for changes to Duquesne’s settlement and customer profile processes. Currently,
for monthly metered customer accounts, Duquesne uses a standard customer class
average profile when allocating energy costs to customers. Individual customer hourly
usage is interpolated from this standard class profile. As such, if an individual customer
reduces usage during an on-peak hour, that monthly metered customer does not get the
benefit of any cost savings for that on-peak reduction when Duquesne allocates hourly
energy payment responsibility to the electric generation supplier serving that customer.
This is why TOU rates and RTP programs cannot be effectively implemented without

using hourly interval meters.



However, the meter alone is not enough for Duquesne to be capable of
providing TOU rates and RTP and supporting net metering of customer-generators.
Duquesne must also modify its sét_tlement processes to allocate energy to each customer
according to their actual usage profile, for each hour, as recorded by the installed smart
meter. This is exactly what Duquesne does for its existing large customers with currently
installed interval meters. Without adjusting these settlement and profiling processes,
incentives and efforts for customers to receive TOU and RTP offers, as well as the
successful marketing of net metering offers, will be thwarted in contravention of the

statute and the Implementation Order.

Duquesne proposes to gradually install smart meters between 2014 and
2020. Because of this long installation period, it will be necessary for Duquesne to
implement these settlement and profiling process changes prior to the completion of all
smart meter installations. Accordingly, Duquesne should file a supplemental SMP with
the Commission providing a reasonable period, after installation of each smart meter, in
which it will ensure that each customer gets its energy and capacity assignments based on
the actu.al hourly-energy usage of that customer. Customers should not be forced to wait

years to be capable of receiving TOU, RTP and net metering pricing products.

The second unresolved issue with Duquesne’s SMP relates to third-party
access to customer meter data. This filing is designed as Duquesne’s “Final Smart Meter
Procurement and Installation Plan.” Duquesne’s Final SMP properly provides for the
development of a web portal for the purpose of efﬁciehtly sharing certain limited customer
authorized usage and service data with service providers of that customer.! However, the
Final SMP does not provide the specifics of the web-based solution or how and when it will

implemented.

! Information sharing does not include sensitive customer financial data.
Data access is limited to usage data required to efficiently and accurately price service
offerings to customers.
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By Order entered on December 6, 2012, at Docket No. M-2009-2092655, we
directed the Electronic Data Exchange Working Group (EDEWG) to initiate a web-portal
working group to develop a standardized solution for acquisition of interval usage data
via a secure web-portal. It is our expectation that Duquesne and the other EDCs will be
directed to update their smart meter technology and implementation plans when the work
of this web-portal group has concluded. Any such updates would be for the purpose of
implementing a standardized web-based solution, arising out of the working group and
approved by the Commission, to provide authorized third parties with secure access to

customer interval usage data.

Finally, we note that we previously directed that each plan shall include the
individual costs for deploying and operating nine additional smart meter technology
capabilities. Implementation Order at 30. Duquesne has indicated that the cost of the
Voltage Monitoring and Communication of Outages and Restorations capabilities are not
justified at this time. However, Duquesne failed to provide specific cost effectiveness
data supporting its decision not to include these capabilities in the SMP.? Based on the
record as developed, we are unable to determine whether Duquesne’s circumstances

merit a waiver of these capabilities.

Therefore, we shall direct Duquesne to make a compliance filing within
ninety days of the date of entry of this Opinion and Order, specifying its proposed
changes to settlements and profile processes, and providing data supporting whether or
not inclusion of the Voltage Monitoring and Communication of Outages and Restorations

capabilities arc cost effective. We shall approve Duquesne’s Final Smart Meter Plan as

2 The Commission directed that deployment and operating costs of the
additional capabilities be presented including a breakdown of all incremental costs and
any associated potential operational and maintenance cost savings. Id. “All cost
estimates must be supported by estimates from at least two vendors where available. To
the extent that an EDC or another party demonstrates that a particular Commission
imposed requirement is not cost-effective, the Commission will have the option of
waiving a particular requirement for that EDC or all EDCs.” Id. at 30-31.
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modified by the Joint Petition for Full Settlement of all Issues in all other respects. We
direct that the Parties to the Joint Petition provide written notice to the Commission and
all Parties within five days from the date of the entry of this Opinion and Order whether

they intend to withdraw from the Settlement based upon our directed modifications.

IV. Conclusion

For the reasons set forth, supra, we will grant Duquesne’s Petition, approve
the Joint Petition for Full Settlement, and approve Duquesne’s Final Smart Meter Plan, as
modified by, and consistent with, this Opinion and Order. Duquesne is directed to make
a compliance filing within ninety days of the entry of this Opinion and Order, specifying
its proposed changes to settlements and profile processes, and providing data supporting
whether or not inclusion of the Voltage Monitoring and Communication of Outages and

Restorations capabilities are cost effective; THEREFORE,

IT IS ORDERED:

1. That the Petition of Duquesne Light Company seeking approval of

its Final Smart Meter Plan is granted, as modified by this Opinion and Order.

2. That the Joint Petition for Approval of Full Settlement of All Issues
filed on December 7, 2012, is approved, as modified by this Opinion and Order.

3. That the Parties to the Joint Petition for Approval of Full Settlement
of All Issues provide written notice to the Commission and all Parties within five (5) days
from the date of entry of this Opinion and Order, whether they intend to withdraw from
the Settlement based upon the Commission directed modifications. In the event no
adverse comments are filed regarding the directed modifications, this Order shall be

deemed final without further Commission action.
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4. That Duquesne Light Company shall make a compliance filing
within ninety (90) days of the date of entry of this Opinion and Ordér, specifying its
proposed changes to settlements and profile processes, and providing data supporting
whether or not inclusion of the Voltage Monitoring and Communication of Outages and

Restorations capabilities are cost effective.

5. That any other interested Parties are directed to file comments on
Duquesne Light Company’s compliance filing submitted in response to Ordering

Paragraph No. 4, above, within 120 days of the date of entry of this Opinion and Order.

BY THE COMMISSION,

Rosemary Chiavetta

Secretary
(SEAL) ‘

ORDER ADOPTED: April 4, 2013
ORDER ENTERED: May 6, 2013
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BY THE COMMISSION:
L. Matter Before the Commission

Before the Pennsylvania Public Utility Commission (Commission) for
consideration and disposition are the Exceptions of Duquesne Light Company (Duquesne
or the Company) and the Office of Consumer Advocate (OCA) ﬁled on November 28,
2016, to the Initial Decision of Administrative Law Judge (ALJ) Katrina L. Dunderdale
~ issued on November 8, 2016, relative to the above-captioned proceeding. On
December 8, 2016, Replies to Exceptions were submitted by Duquesne and the OCA.
For the reasons stated below, we shall deny the Exceptions and adopt the ALJ’s Initial

Decision.



I1. Background

On October 15, 2008, House Bill 2200 was signed nto law as Act 129 with
an effective date of November 14, 2008. Among other requirements, Act 129 specifically
directed that within nine months of its effective date, electric distribution companies
(EDCs) were to file, with the Commuission for approval, a smart meter technology
procurement and installation plan (SMP). 66 Pa. C.S. § 2807(f)(1). On June 24, 2009,
the Commission issued its Smart Meter Procurement and Implementation Order at
Docket No. M-2009-2092655 (/mplementation Order), which established the standards
that EDCs must meet for providing smart meter technology to customers and also

provided guidance for meeting those standards.

On August 14, 2009, Duquesne filed its Initial Smart Meter Procurement
and Installation Plan (Initial SMP) with the Commission. The Commission entered an
Order on May 11, 2010, approving Duquesne’s Initial SMP, with certain modifications.
Thereafter, on June 29, 2012, Duquesne filed its Petition for Approval of its Final Smart
Meter Plan. As a result, by Order entered on May 6, 2013, the Commission granted
Duquesne’s Petition to implement its Final SMP with certain modifications, at Docket
No. M-2009-2123948, as required by Act 129. That Order directed Duquesne to make a
compliance filing providing data supporting whether or not the inclusion of
communication of outages and restoration and voltage monitoring capabilities were cost
effective. Duquesne submitted its Comphiance Filing on August 2, 2013, and the

Commission appro‘;/ed the Comphance Filing by Order entered January 9, 2014 _

: Duquesne St. No. 2 at 3.



[11. History of the Proceeding

Dugquesne filed the instant Petition on August 4, 2015, seeking approval to
modify its SMP. The Petition secks to implement changes to its approved SMP for the
purpose of enhancing outage communication and voltage monitoring capabilities, and to

recover the costs associated with those changes through the Smart Meter Charge (SMC).

On August 24, 2015, Answers to the Petition were submitted by the OCA and
Citizen Power, Inc. (Citizen Power). On September 4, 2015, the Office of Small Business
Advocate (OSBA) filed a Notice of Intervention. Thereafter, on October 14,2015, the ALJ
issued a Prehearing Order and issued a Hearing Notice scheduling the matter for evidentiary

hearings on February 17, 2016, through February 19, 2016.

On January 21, 2016, Duquesne filed a Motion for Protective Order. On
January 22, 2016, the ALJ issued the requested Protective Order due to the presence of

- proprietary and/or confidential information.

On February 18, 2016, the ALJ conducted an initial evidentiary hearing,
wherein the Parties agreed to waive cross-examination of the written testimonies served
previously. During this hearing, the ALJ admitted the written testimonies of Duquesne

and OCA into the record.

On March 17, 2016, Main Briefs (M.B.) were filed by Duquesne, the OCA
and Citizen Power. Reply Briefs (R.B.) were filed by Duquesne, the OCA and Citizen
Power on April 7, 2016. The record was closed on April 11,2016, upon the issuance of

the Interim Order Closing the Record.

Subsequently, on May 4, 2016, the ALJ issued a Post-Hearing Order which

reopened the record and scheduled a call-in telephonic post-hearing conference for
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May 17, 2016, at which time the Parties were ordered to be prepared to discuss and agree
to a revised litigation schedule. The ALJ stated that more cost information was needed to

further evaluate Duquesne’s smart meter costs and directed Duquesne to answer the

following four questions:

1) How much of the reasonable and prudent costs of the
installation of the [Outage Management System (OMS)]
and [Advanced Distribution Management System
(ADMS)] relate to the voltage monitoring and outage
communications capabilities and how much are related to
providing the mulititude of other functionalities?

2) How much of those costs should be recovered through the
[Smart Meter Charge (SMC)]?

3) Does Duquesne Light need to have a full-blown OMS and
ADMS to provide the voltage monitoring and outage
communication capabilities, or could those be provided
through other means, or a more scaled-back process?

4) Without opining on the overall benefits of the systems,
should rate payers be required to pay the costs of the OMS
and ADMS on a full and current basis through the SMC,
or are the non-smart meter functionality portions of those
costs more appropriately recovered through base rates
over a number of years? The other EDCs required to
implement smart meters already had sophisticated OMS
that were paid through base rates. Should Duquesne Light
rate payers now be required to pay for such an upgrade
outside of the normal base rate process just to add two
additional functionalities to their smart meters?

The ALJ also directed the Company and the OCA to discuss whether
information marked as “Confidential” was properly characterized in certain written
testimonies. At the request of the Parties, the date of the post-hearing conference was

moved to May 24, 2016.
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On May 24, 2016, the ALJ conducted a post-hearing conference wherein
the Partics considercd the issues raised in the May 4, 2016 Order, agreed to suspend the
litigation schedule, and established a further hitigation schedule. Lastly, the Parties
discussed whether information in previously-admitted written statements was properly

characterized as “Confidential.”

Subsequently, on May 25, 2016, the ALJ issued the Second Post-Hearing
Order which suspended the litigation schedule, directed Duquesne to respond to the four
enumerated inquiries, provided all Parties with an opportunity to serve supplemental
direct and/or supplemental rebuttal written testimony, and directed the Parties to appear

at a further evidentiary hearing on June 30, 2016.

On June 30, 2016, the ALJ conducted the Further Hearing at which all
Parties were present. Duquesne and the OCA presented additional written testimony
which was admitted into the record. During this hearing, Duquesne requested the
opportunity to submit a brief and, possibly, a reply brief. The other Parties agreed and a
briefing schedule was agreed to by the Parties. Thereafter, on July 1, 2016, the ALJ
issued the Third Post-Hearing Order which established a briefing schedule and ordered
that each Party filing a Main Brief and/or Reply Brief was presumed to have rescinded
any Main Brief/Reply Brief previously filed in this proceeding. On July 20, 2016, Main
Briefs were filed by Duquesne, the OCA and Citizen Power. On July 27, 2016, Reply

Briefs were filed by these same Parties.

On August 15, 2016, the ALJ issucd the Fourth Interim Order which closed
the record. On November 8, 2016, the Commission issued the ALJ’s Initial Decision that

granted Duquesnc’s Petition, in part, and dented it, in part.

On November 21, 2016, Citizen Power filed a Petition to Withdraw {from

this proceeding pursuant to the Rules of Practice and Procedure at 52 Pa. Code § 5.94.
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Citizen Power explained that it has temporarily suspended their legal advocacy
operations effective October 31, 2016, due to funding shortages. Citizen Power further
explained that the OCA actively participated in this proceeding and had addressed the
issues on which Citizen Power was concerned. As such, Citizen Power requested that the

Commission grant its Petition to Withdraw.

Exceptions to the Initial Decision were filed by Duquesne and the OCA on
November 28, 2016. Replies to Exceptions were received on December 8,2016, from

Duquesne and the OCA.
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IV. Discussion

We note that any issue that we do not spectfically address has been duly
considered and will be denied without further discussion. It 1s well settled that the
Commission is not required to consider, expressly or at length, each contention or
argument raised by the parties. Consolidated Rail Corporation v. Pa. PUC, 625 A.2d
741 (Pa. Cmwlth. 1993); see also, generally, University of Pennsylvania v. Pa. PUC,
485 A.2d 1217 (Pa. Cmwlth. 1984). |

A. Legal Standards

As the proponent of a rule or order, the Company has the burden of proof in
this proceeding in accordance with Section 332(a) of the Public Utility Code (Code),
66 Pa. C.S. § 332(a). Courts have held that “[a] litigant’s burden of proof before
administrative tribunals as well as before most civil proceedings is satisfied by
establishing a preponderance of evidence which is substantial and legally credible.”
Samuel J. Lansberry, Inc. v. Pa. PUC, 578 A.2d 600 (Pa. Cmwlth. 1990), alloc. denied,
529 Pa. 654, 602 A.2d 863 (1992). That is, the Company’s evidence must be more
convincing, by even the smallest amount, than that presented by the other Parties.
Se-Ling Hosiery, Inc. v. Margulies, 364 Pa. 45, 70 A.2d 854 (1950). Additionally, this
Commission’s decision must be supported by substantial evidence in the record. More Is
reqﬁired 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).

B. Duquesne’s Petition

In its Petition to modify its SMP, Duquesne proposed to install an ADMS

to achieve enhanced communication, outage restoration and voltage monitoring
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capabilities, and to recover Bill Ready costs through the Company’s SMC. The
Company stated that it had conducted a study of the costs and benefits of implementing
enhanced outage communications and voltage monitoring capabilities and that based on
the results of the study, it is proposing the implementation in its Petition. Duquesne
explained that it had issued a Request for Proposal (RFP) to conduct a comprehensive
study of these costs and benefits and chose DNV GL as the vendor to complete the

requested study. Petition at 1-11.

Duquesne explained that the proposed ADMS is an integrated system with
a comumon user interface that provides the operator with the ability to analyze the
distribution network and includes outage management functionality, Supervisory Control
and Data Acquisition (SCADA) functionality, and Advanced Distribution Applications
functionality such as real time load flow analysis, Volt/ VAR Optimization, fault analysis,
and switching order solutions. According to Duquesne, implementation of ADMS will
be a multi-year and multi-million dollar project that will improve accuracy, timeliness
and consistency of outage and restoration information provided to customers and
stakeholders. Duquesne asserted that the system is also expected to reduce manual
outage analysis, response timeé and customer outage duration. Further, Duquesne
maintained that ADMS provides enhanced load balancing, fault location isolation, service
restoration, interactive Volt/VAR optimization and voltage regulation and conservation.

Petition at 11.

Next, Duquesne explained that it must implement certain foundational
systems to achieve the proposed functionality. First, the Company stated that 1t must
develop an electrical mode} which is necessary as it connects the customer to the grid and
models the electrical connectivity from the substation breaker all the way to the meter.

Additionally, Duquesne claimed that it must replace its current Qutage Analysis System



(OAS)? with an Outage Management System (OMS). Duquesne explained that an OMS
uses bthe electrical model to automatically determine what protective device has operated
during a power outage and then automatically groups all customers affected by this
device together. Petition at 12. Finally, Duquesne proposed to accelerate 1ts smart
deployment schedule by one year so that its residential meters will be fully deployed by

the end of 2018 and commercial and industrial meters by the end of 2019.

Duquesne projected that these changes will increase the overall cost of its
original SMP from $203 million to $319 million. The Company stated that $54 million
of this projected increase will be for the completion of smart meters and supporting
technology, and $7 million is needed to implement Bill Ready billing. The $55 million

balance of the increase represents the projected cost of the ADMS project. Petition

at 16-17.
C. Positions of the Parties

Duquesne requests that its modified SMP be approved because (1) the
customers’ savings were reliably quantified when Duquesne provided detailed
distribution system data to DNV GL, and DNV GL used this Company-specific
information to calculate customer savings on a circuit by circuit basis;® (2) the estimate of
customer savings calculated by DNV GL is supported by a second model — the
Interruption Cost Estimate (ICE) calculator — and based upon these two independent
models, implementing the ADMS will provide substantial customer savings that have
been reliably quantified; (3) the savings should not be ignored simply because the DNV
GL model uses a proprietary calculation and it would have been unfair to force DNV GL

to release the details of the proprietary model because it would give their competitors the

2 The OAS is used to track emergency trouble calls, provides a means to
manually group these calls to protective devices and enables real time updating of the
" interactive voice response (IVR) with useful outage information for customers.

3 Duquesne St. No. 2-R at 6.
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ability to duplicate the model; (4) Duquesne provided considerable detail to the OCA
regarding what factors DNV GL considered n estimating customer benefits in order to
address their concerns about the proprietary DNV GL model;* and (5) Duquesne
supported its level of estimated savings through the publicly available ICE calculator and
provided all of the data inputs that were used for the ICE calculator as an exhibit to its

testimony.’

The OCA asserted that Duquesne failed to meet its burden of proving the
ADMS project as proposed is cost-effective. The OCA pointed out that the Commission,
in its Implementation Order, reserved the right to waive the requirement for any of the
nine additional smart meter capabilities it imposed if that capability was shown to be
cost-ineffective. The OCA maintained that in this procceding, the ADMS project
(proposed as a means of meeting two of the nine additional capabilities) has been shown
to be demonstrably cost-ineffective and the Commission should reject the project.
According to the OCA, unless Duquesne can return with a cost-effective alternative
proposal for implementing the outage communication and voltage monitoring
capabilities, the Commission should waive these requirements for Duquesne under the
Smart Meter requirements. However, the OCA recommended that should the
‘Commission not reject the ADMS project, the recovery of the project’s costs should be
sought through a base rate case and not Duquesne’s SMC. Also, the OCA submitted that
the costs of Bill Ready functionality are properly recovered from Electric Generation

Suppliers (EGSs) who are the overwhelming beneficiaries of this capability.

Citizen Power agreed with the OCA that Duquesne failed to demonstrate
that its ADMS project is cost-effective. Citizen Power urges the Commussion to reject

that aspect of the Petition. In the alternative, Citizen Power recommended that if the

4 Duquesne Exhibit JK 1-R.
5 Duquesne Exhibit JK 2-R.
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Commission does determine that the ADMS is cost-effective, Duquesne should be

required to recover the associated costs through base rates.

D. ADMS Project Approval Issue
1. Positions of the Parties

Duquesne asserted that the Commission directed EDCs to adopt enhanced
abilities to communicate outages and restorations, and to monitor voltage as part of the
Smart Meter program. According to Duquesne, in its Implementation Order, the
Commission required EDCs to evaluate the cost effectiveness of these capabilities.
Duquesne noted that the Commission thought these capabilities would further facilitate
the consumer’s ability to control their electric use and costs, but reserved the authority to
waive these requirements if they were not cost effective. Duquesne M.B. at 9-11, 18-19

(citing Implementation Order at 17,31).

Dugquesne opined that the OMS will create substantial benefits for
customers and for the Company. Duquesne asserted that the OMS is expected to produce
savings of approximately $300,000 per year due to reduced phone calls at the Company’s
call center and increased effectiveness during and after storm events. Also, Duquesne
submitted that based upon the DNV GL societal benefits, the OMS is estimated to create
customer savings of approximately $6 million per ycar due to a reduction in outage time.
Dugquesne stated that there are also numerous other safcty and other non-quantifiable

benefits associated with implementing the OMS. Duquesne M.B. at 12.

Duquesne noted that the ICE calculator, which is a publicly available model
that was developed for the U.S. Department of Energy to calculate societal or customer
cost savings of reduced outage time, determined that the range of annual customer

savings in 2013 was $4 million but would increase to approximately $6 million by 2039.
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However, Duquesne recommends using the DNV GL study because the customer
benefits are calculated based upon more specific information about the Company’s

distribution system. Duquesne M.B. at 15.

Next, Duquesne submitted that the DMS component of the ADMS
enhances the Company’s voltage monitoring functions and will provide significant
benefits. Duquesne estimated that the Volt/VAR optimization using real time smart
meter data is expected to achieve an electric system benefit of $2 million per year in
capacity demand reduction once the DMS is fully implemented and utilized. Duquesne |
explained that the capacity demand reduction will be passed on to customers through
reduced power costs. Duquesne also submitted that the transformer loading analysis
using smart meter real time usage data 1s expected to achieve a benefit of $285,000 per

year due to asset management savings and overtime savings. Duquesne M.B. at 12.

Dugquesne estimated that the OMS is expected to cost approximately $42 to
$51 million, and it is expected that benefits will exceed costs in approximately seven to
‘nine years. Additionally, Duquesne estimated that the DMS is expected to cost
approximately $3.8to $4.4 million, and it is expected that benefits will exceed costs in
less than two years. Therefore, the total projected cost of the ADMS project 1s estimated
by the Company to be between $46 to $56 million. Duquesne asserts that the ADMS

system is cost effective and should be approved. Duquesne M.B. at 22.

The OCA recounted that the Commission’s Implementation Order at 30
directed that an EDC’s smart fneter technology should support nine functions in addition
to those mandated by Act 129. The OCA stated that due to its concern that some smart
meter technological functions or capabilities might not be cost-effective, the Commission
directed that each SMP filing include cost data that quantifies the costs to meet the
minimum requirements set forth in Act 129, as well as the individual imcremental costs of

cach added function, less any operating and capital cost savings. The OCA noted that the
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Commission further stated that if an EDC or other party demonstrates that a Commission-
imposed smart meter function 1s shown not to be cost-effective, the Commission would

retain the option of waiving that particular requirement for the affected EDC. OCA M.B.

at 8 (citing Implementation Order at 31).

Accordingly, it is the OCA’s view that the ADMS project 1s not cost-
effective and should not move forward as a smart meter project. The OCA asserted that
as a cost-mneffective project, the Commission should waive the requirement for these
functionalities for Duquesne. The OCA stated that mn evaluating the costs and benefits of
the ADMS project, the Company combined the estimated costs of the OMS ($42.2 -
$51.6 million) with those of the DMS ($3.8 - $4.4 muillion) to reach a total of $46 - $56
million. The OCA pointed out that Duquesne also stated that the Company would incur
ongoing operating costs of $5 to $6 million during the implementation phase of the
project. Next, the OCA explained that over the projected twenty-year life of the ADMS
system, Duquesne expected the benefits to total $46.3 million ($300,000 x 20 years of
OMS benefits plus $2.285 million x 20 yeérs of DMS benefits). According to the OCA,
the amount of expected benefits exceeds the lower end of the total cost estimate by only
$300,000, and only if the $5 to $6 million of ongoing operating costs associated with the

implementation phase are not considered. OCA M.B. at 9-10.

The OCA identified three 1ssues with regard to Duquesne’s cost/benefit
analysis: (1) whether the.benefits (other than societal) would actually exceed the ADMS’
costs prior to the end of the project life; (2) how certain ongoing Operating and
Maintenance (O&M) costs were not included but should have been included in
Duquesne’s analysis; and (3) the $6 million in alleged annual societal benefits are too

uncertain to be utilized as part of the cost-benefit analysis. OCA M.B. at 11.



Regarding the first issue, the OCA questioned whether the ADMS project
would be completed at the low end of its projected cost range which would allow
projected benefits to exceed the projected costs. The OCA pointed to a statement in
Duquesne witness Karcher’s Direct Testimony noting that the estimate for OMS was
given in a range due to uncertainty about the cost at the current stage of development and
that greater accuracy will not be achieved until the project 1s competitively bid. OCA

MB.atll.

Secondly, the OCA 1is concerned because Duquesne did not include the
ongoing project O&M costs as part of the cost-benefit analysis. Instead, the OCA
claimed that Duquesne compared implementation costs only, not ongoing costs, to
benefits. The OCA argued that the /mplementation Order required Duquesne to include
deployment and opérating costs including “a breakdown of all incremental and any
associated potential operational and maintenance cost savings for each functionality and
configuration. The cost-benefit analysis should reflect the incremental ongoing O&M
costs that will be incurred during the period m which benefits are derived; otherwise, the
cost-benefit analysis i1s not accounting for the required incremental costs to achieve those
benefits and does not follow the requirements of the Implementation Order.” OCA M.B.

at 11-12 (quoting OCA St. No. 1 at 12) (internal quotations omaitted).

The OCA asserted that the cost for the ADMS project rises from
Duquesne’s initial estimate of $46 million to $56 million up to nearly $125 million over
the project’s life, when the ongoing O&M costs are included n the analysis. Comparing
this estimated cost to the projected non-societal benefits of $46.3 million, the OCA
asserted that the cost of the project substantially butstrips the objective benefits Duquesne
has identified. The OCA further noted that accord_iﬁg to its analysis, even if the $6
million of societal benefits are utilized in the evaluation, benefits will not exceed costs

until the year 2034. OCA M.B. at 13.



Concerning the third issue, the OCA questioned whether the societal
benefits should be relied upon at all to justify the ADMS project costs based on the
theory that societal benefits should not be used in a cost-benefit analysis if those benefits
cannot be quantified reliably. The OCA opined that determinations of cost-effectiveness
should be based on quantifiable operational improvements as the savings produced by
these improvements offset costs that are included within rates. The OCA asserted that
the $2.285 million in annual savings related to the OMS and the $300,000 in annual
savings related to the DMS reflect reductions in costs that will flow to the customer either
directly or indirectly through the rates they pay the Company. However, the OCA
claimed that the same cannot be said for the socictal benefits estimated by the Company
as these savings exist outside of the ratemaking function. The OCA averred that as non-
system benefits, these cost savings should not be included as part of the cost-

effectiveness evaluation utilized by the Commission. OCA M.B. at 13-14.

Citizen Power argued that an analysis of the benefits and costs provided by
Dugquesne does not demonstrate that the ADMS Project is cost effective. First, Citizen
Power stated that the Commission did not specify what type of cost/benefit analysis
should be performed and that there are many instances where the Commission does not
take societal benefits into account when looking at the cost-effectiveness of a proposal.
Also, Citizen Power opined that even taking societal benefits into account, the cost
effectiveness is unclear as thé combined cost of the ADMS project and the ADMS Run
Operations could be as high as $62 million, while the quantifiable benefits, many of
which are far into the future, are only estimated at $46.3 million. According to Citizen
Power, it is uncertain whether a conservative estimate of $4 million per year in societal
benefits exceeds the estimated ongoing costs of $2.8 million per year of operating and
maintaining ADMS by a large enough margin to justify the cost. Citizen Power M.B.

at 7-8.



2. ALJ’s Decision

The ALJ concluded that the ADMS project was not cost effective. The
ALJ stated that the OCA was correct that when determining cost effectiveness and
making a cost-benefit analysis that extends over a period of many years, Duquesne
should have included ongoing project O&M costs, in addition to the costs to upgrade
current equipment, upgrade the new cquipment, and deal with routine obsolescence.
According to the ALJ, when all costs are added up, it becomes obvious that the
functionalities are not cost effective. The ALJ stated that the cost to create the electric
model, implement the ADMS, including the OMS and DMS, and cover incremental |
O&M costs through 2039 will total over $78 million, not $56 million as averred by
Dugquesne. Thus, the ALJ concluded that these costs exceed the benefits to be enjoyed by

the Company and the consumers over the useful life of the functionality. 1.D. at 43.

Additioﬁally, the ALJ found persuasive the OCA’s argument that the
estimated soft benefits should not be included within the cost benefit analysis because
including soft benefits is not an industry-wide standard. The ALJ stated that without the
soft benefits included, the proposed costs would not accrue a benefit until after the
hardware and software life expectancies have expired. The ALJ further asserted that
even if the soft benefits were included in the cost benefit analysis, the estimate of soft
benefits provided by DNV GL was too tenuous and obscure because Duquesne failed to
explain why it could not reveal the factors and materials used by DNV GL in the creation
of its estimate. The ALJ noted that Duquesne could have provided this information under
the terms of the Protective Order that had been issued earlier but it chose not to divulge
the supporting confidential information. Thus, the ALJ concluded that “without knowing
what DNV GL looked at, considered and wcighed, its final estimation 1s without

foundation or weight.” 1.DD. at 43.

16



The ALJ noted that contrary to Duquesne’s contentions, the Commission’s
Implementation Order only required EDCs to analyze the cost effectiveness of OMS and
DMS functionalities, but did not require that they implement these functionalities. In
addition, the ALJ pointed out that the /mplementation Order does not require that cost
recovery for the OMS and DMS functionalities be incorporated into the SMC, but rather,

the EDC may choose to incorporate it into the SMC. 1.D. at41.

The ALJ reiterated that by including both the hard and soft benefits in the
cost benefit analysis, Duquesne’s plan to implement the ADMS will not become cost
effective unti} at least 2034. However, the ALJ stated that when excluding the soft
benefits, the ADMS will never become cost effective prior to its obsolescence, as
evidenced by the fact that by 2039 the cumulative benefits will be $46 million while the

cumulative costs will total $125 million, not including the O&M costs. 1.D. at 42 (citing

OCA Exhibit SLS-3).

With regard to Duquesne’s use of ICE, the ALJ noted that while ICE 1s an
industry-acceptable standard, its calculation of $4 million carries limited weight because
it is based on old data and data collected outside of the Mid-Atlantic region. However,
the ALJ was of the opinion that using the estimate from the ICE calculator is better than
no estimate. Therefore, she concluded that if soft benefits are considered in the cost-

benefit analysis, the lower ICE calculator should be used. 1.D. at 42-44.

In conclusion, the ALJ determined that soft benefits should not be included
when making the cost-benefit analysis for the changes to the smart meter charge. She
noted that those soft benefits, as they occur, will not be lost as a benefit for the customers.
According to the ALJ, those benefits eventually will be captured and incorporated into
the customers® bills as a lower charge in the next base rate case, just as other EDCs 1n

Pennsylvania have done. The ALJ opined that Duquesne can quantify and validate the



savings in the context of a rate base proceeding “instead of estimating them based on

tenuous calculations shrouded in mystery and uncertainty.” 1.D. at 44.

3. Exceptions and Replies

In its Exceptions, Duquesne asserts that the ALJ erred in concluding that
the proposed ADMS project was not cost-effective. Duquesne maintains that its
proposed ADMS project will provide substantial and significant tangible benefits for
customers. First, Duquesne submits that the OMS will allow the Company to fully utilize
the newly installed smart meters for outage restoration and communication. Duquesne
states that the Company will be aware of outages and locations of outages sooner with the
OMS and will be able to dispatch outage restoration crews earlier and prioritize crews to |
larger outages, which will reduce outage time. Duquesne estimates that the average
duration of outages will decrease by five minutes with the OMS, which produces
significant savings for customers. Duquesne avers that no Party in this proceeding

disputed this Company estimate. Duquesne Exc. at 4-7.

Next, Duquesne explainé that it presented the results of two independent
studies as evidence of estimated customer savings. According to Duquesne; its
consultant, DNV GL, performed a comprehensi\k study of the Company’s distribution
system to estimate savings that will be achieved by a reduction in average outage time of
five minutes. Duquesne asserts that the study evaluated Company specific data and
estimated cost savings to customers of approximately $6 million per year from reduced
outage time. Duquesne states that it also presented results from a separate model, the
ICE calculator, which was developed for the U.S. Department of Energy to estimate cost
savings for customers due to reduced outage time. Duquesne explains that the ICE
calculator is designed to estimate interruption costs and benefits associated with
reliability improvements in the U.S. Duquesne states that the range of annual customer

savings estimated by the ICE calculator is approximately $4 million in 2023 increasing to
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approximately $6 million in the year 2039. However, Duquesne recommends using the
DNV GL study because the customer benefits are calculated based upon more specific
information about the Company’s distribution system. Duquesne opines that it 1s clear
based upon these two independent models that there will be substantial customer savings

from implementing the OMS component of ADMS. Duquesne Exc. at 7-8.

In response to the ALJ’s recommendation that the DNV GL results cannot
be relied on because its formulas are proprietary, Duquesne states that this does not mean
that the savings should be ignored. Duquesne opines that if DNV GL were to release the
details of the model, their competitors would be able to duplicate the model. As such,
Duquesne avers that DNV GL was not willing to release its formulas. Duquesne explains
that to address these concerns it provided considerable detail to the Parties regarding
what factors DNV GL considered in estimating benefits and further supported its level of
estimated savings through the publicly available ICE calculator. Duquesne claims that
the ICE model results conclusively demonstrate the reasonableness of the DNV GL

results. Duquesne Exc. at 8-9.

In response to the ALJ’s criticism of the ICE model, that it was outdated
and did not rely on Duquesne specific data, the Company avers that this is no basis to
reject this model. Duquesne posits that it presented the ICE model as support for the
DNV GL estimates and maintains that the results from both models provide substantial
evidence that customers will experience significant savings from implementing the OMS.
Duquesne submits that it is undisputed that customers will experience benefits with
reduced outage time and that neither the OCA nor any other Party in this proceeding
presented any independent analysis of benefits customers will experience from the
ADMS. Duquesne maintains that the DNV GL results combined with the ICE modcl
results provide substantial evidence that customers will experience saviﬁgs of
approximately $6 nullion per year. Also, Duquesne states that it presented evidence that

it will achieve an additional estimated savings of $300,000 per year due to increased
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efficiencies during and after storm events and due to reduced call volume at 1ts call

center. Duquesne Exc. at 9-10.

Furthermore, Duquesne submits that it also provided a list of non-
quantifiable benefits from the OMS which could result in savings, but were not mcluded
in the cost-benefit analysis. Duquesne states that no Party in this proceeding disputed
that the OMS would provide these benefits, but the ALJ failed to consider them.
Duquesne disagrees with the ALJ’s conclusion that it failed to demonstrate that these
non-quantifiable benefits are significant. Duquesne dpines that the significance of the
non-quantifiable benefits is self-evident and does not require further explanation. The
Company explains that it did not attempt to quantify these benefits because they are
difficult to accurately quantify. However, Duquesne opines that it is appropriate for the
Commission to consider these many benefits in determining whether to approve the OMS

project. Duquesne Exc. at 10-13 (citing Duquesne Exh. JK 3-R).

Next, Duquesne avers that the DMS component of the proposed ADMS
project will also provide significant benefits for customers. First, Duquesne states that
the Volt/ VAR functionality of the DMS is expected to achieve an electric system benefit
of $2 million per year in capacity demand reduction, which will result in reduced power
costs for customers.. Second, Duquesne points out that the transformer loading
functionality of the DMS is expected to reduce costs by approximately $285,000 per year
due to Asset Management and overtime savings. In addition, Duquesne asserté that the
DMS will enhance fault location, which will reduce the time needed to find damage to

the distribution system when the trouble location is otherwise unknown. Duquesne Exc.

at 13.

Duquesne also contends that the ALJ erred in excluding consideration of
soft or customer benefits as estimated by both the DNV GL study and the ICE Model

from the cost-benefit analysis. Duquesne explaing that soft benefits arc bencfits
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experienced by customers that are not part of utility rates, i.e., customer savings for
mcreased production time or food spoilage from reduced outages. Duquesne points out
that the ALJ recognized that if these soft benefits are included in the cost-benefit
analysis, the proposed ADMS project would be cost effective. Duquesne asserts that
there 1s no dispute in this proceeding that customers will experience benefits from the
ADMS project due to reduced outage time. Duquesne maintains that the AL]’s
conclusion that it 1s not industry standard to include customer benefits in evaluating the
cost-effectiveness of a smart meter program is unsubstantiated and is based upon
statements made by the OCA with respect to energy efficiency and conservation (EE&C)
programs, not with implementing smart meter programs. Duquesne claims that it is
appropriate to exclude customer benefits from evaluating the cost-cffectiveness of EE&C
programs because the statute limits the evaluation to costs associated with supplying
energy.® According to Duquesne, there is no such statutory prohibition for considering

customer benefits for smart meter functionalities. Duquesne Exc. at 13-14.

Finally, Duquesne claims that the Commission’s Implementation Order
takes a broad view of smart meter functionalities and requires EDCs to include these
functionalities in their smart meter plans. Duquesne notes that the Commission reserved
the authority “to waive” the additional smart meter functionalities if they were not cost-
effective. Duquesne further notes that the Commission, on page 31 of the
Implementation Order, also stated that it had the option to waive a requirement if it is not
cost-effective. Based upon this language from the /mplementation Order, Duquesne
opines that the Commission desires that EDCs implement all of the smart meter
functionalities 1dentified therein. Therefore, Duquesne posits that the Commission
should take a broader view of cost savings in discerning whether smart meter |

functionalities are cost-effective as opposed to the factors that the Commission considers

6 Duquesne Exc. at 14 (citing Energy Efficiency and Conservation Program
Implementation Order, Docket No. M-2008-2069887 (Order entered January 16, 2009)
(EE&C Order)y at 15-16).



when approving an EE&C program. Duquesne cites to the Joint Petition of Metropolitan
Edison Company, Pennsylvania Electric Company, Pennsylvania Power Company and
West Penn Power Company for Approval of Their Smart Meter Deployment Plan, Docket
No. M-2013-2341990, et al. (Order entered June 25, 2014) at 16, where the Commisston
considered the potential for additional operating savings in approving the FirstEnergy

Companies’ accelerated smart meter deployment plan. Duquesne Exc. at 15-16.

In its Replies to Exceptions, the OCA states that the ALJ correctly
determined that the proposed ADMS project was not cost-effective. The OCA states that
the cost of the ADMS will range from $46 to $56 million, plus ongoing O&M costs of $5
to $6 million during the implementation phase of the project, through the year 2020. The
OCA provides that the Compaﬁy estimated that the ADMS will produce $46.3 million in
what the OCA terms “hard” benefits, that is, projected cost savings directly tied to
Duquesne’s electrical system. In addition, the OCA asserts that the Company estimated
that the OMS will yield $6 million of annual “societal” benefits to customers as a result
of an expected reduction of five minutes in the average duration of power outages. The
OCA also points out that the Company identified other non-quantifiable benefits it
expects will result from implementing the ADMS. OCA R. Exc. at 3-4 (citing Duquesne
St. No. 2 at 7, 15-16).

The OCA opines that if focusing on just the hard benefits and comparing

them with the cost of the project (the $46 to $56 million, plus the $5At0 $6 million in

- implementation phase operating costs), it is apparent that costs will exceed benefits.
Furthermore, the OCA maintains that Duquesne did not include in its cost-benefit
analysis the ongoing incremental O&M costs that it will incur throughout the life of the
ADMS project beyond the implementation phase through 2039. According to the OCA,
these costs range from $3.203 million in 2021 to $4.582 million in 2039. The OCA
provides that the total O&M costs for the life of the project equals $78.455 million. The

OCA cited the following rationale for including these costs in the cost-benefit analysis:
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The Implementation Order [at 30} requires that “the
deployment and operating costs to be presented shall include
a breakdown of all incremental and any associated potential
operational and maintenance cost savings for each
functionality and configuration.” The cost-benefit analysis
should reflect the incremental ongoing O&M costs that will
be incurred during the period in which benefits are derived;
otherwise, the cost-benefit analysis is not accounting for the
required incremental costs to achieve those benefits and does
not follow the requirements of the Implementation Order.
The Company 1s projecting that the ADMS will generate
enough benefits to surpass costs by the conclusion of 2039;
however, this comparison excludes costs that will be incurred
through 2039, but are beyond the implementation period.

OCA R. Exc. at 4-5 (quoting OCA St. No. 1 at 12).

“The OCA explains that when one adds the $46 to $56 million identified by
Dugquesne as the installed cost of ADMS to the $78.455 million in mcremental O&M
costs, the total costs of the project of between $124.5 and $134.5 million dwarfs the
projected hard benefits of $46.3 million. The OCA maintains that if the ADMS can be
found to be cost beneficial at all, it can only be done through inclusion of the claimed $6
million of annual “societal” benefits in the analysis and ignoring the incremental O&M
costs. The OCA argues that these societal benefits should not be considered in the cost-
benefit analysis and does not believe that they could be reliably quantified. Moreover,
the OCA opines that these benefits do not offset costs that are included in customers’

rates and they are not benefits realized by all customers. OCA R. Exc. at 5-6.

Next, the OCA asserts that in order for benefits to be included in a cost-
benefit analysis, they should be based on quantifiable operational improvements that
offset costs that are incorporated in the rates customers pay. The OCA points out that

this is true of the hard benefits that Duquesne cites for both the OMS and DMS as the



$2.285 million 1n annual savings related to the OMS and the $300,000 in annual savings
related to the DMS reflect reductions in costs that will flow to the customer either
directly or indirectly through rates. However, the OCA avers that this is not true for the
societal benefits the Company cites as these savings exist outside of the ratemaking
function. According to the OCA, costs related to lost production time, food spoilage,
hotel stays are not things that all customers pay for in their rates. As non-system benefits,
the OCA states that these cost savings should not be included as part of the cost-
effectiveness evaluation conducted by Duquesne or by the Commission. OCA R. Exc.

at 6-7.

Next, the OCA submits that the estimated societal benefits of the DNV GL
and ICE models presented by the Company are ultimately too speculative to warrant
inclusion in a rigorous cost-benefit analysis of the ADMS project. The OCA points out
that even Duquésne’s own study recognized that the $6 million of societal benefits as
being “soft” and difficult to quantify. Also, the OCA reiterates that the $6 million of
societal benefits was the result of DNV GL’s use of proprietary formulas to calculate the
benefit figure. The OCA noted that the Commission has traditionally not recognized
claums of societal benefits in other contexts, such as the analysis of the cost-effectiveness
of EE&C Programs. OCA R. Exc. at 9 (citing EE&C Order). According to the OCA,
without inclusion of these benefits in the evaluation, ADMS cannot possibly be found to
be cost-effective. Therefore, the OCA states that in the absence of a cost-effective
proposal, the Commission should exercise its authority to waive the “additional”
capabilities of outage and restoration communication and voltage monitoring for

Duquesne. OCA R. Exc. at 7-9.

Finally, in response to the assertions made in Duquesne’s Exceptions that
the OCA failed to meet its burden of presenting contrary evidence by not offering an
independent analysis of societal benefits, the OCA submits that it is under no such burden

in this proceeding. The OCA asserts that as the proponent of a Commission order in this
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case, the burden of proof rests and remains on the Company to show that the ADMS is
cost-effective. OCA R. Exc. at 9-10 (citing 66 Pa. C.S. § 332(a)). The OCA states that
the only burden on it is to come forward with evidence to rebut the assertion that
“societal benefits” are hard benefits worthy of inclusion in a cost-benefit analysis. The
OCA posits that it is under no obligation to produce its own independent analysis of
potential societal benefits. The OCA submits that it has met its burden of going forward

with the evidence. OCA R. Exc. at 9-10.

4. Disposition

Upon our review of the evidence of record, we shall adopt ALJ
Dunderdale’s well-reasoned conclusion that the Duquesne-proposed ADMS project is not
cost effective as submitted in this proceeding. We conclude that Duquesne has failed to
meet its burden of proving that this project is in the public interest at this time. In
reaching this determination, we are in agreement with the position of the ALJ that the
projected soft benefits identified by Duquesne are speculative and should not be included
within the cost-benefit analysis of the ADMS project. Furthermore, we are-also in
agreement with the ALJ that the ongoing, projected O&M costs as identified by the OCA-

should have been included within any cost-benelfit analysis of this project.

It is important to note that in our /mplementation Order, the Commission
did not require EDCs to implement the functionalities which Duquesne’s OMS and DMS
are designed to accomplish, only to analyze thewr cost effectiveness. We Speciﬁcally
stated in our Implementation Order that while we believed that the smart meter
capabilities we delineated will further facilitate the consumer’s ability to control their
electric use and costs, we were aware that the costs of some of the added capabilities may
exceed any benefit they may provide. As such, we reserved the authority to waive the
requirement for any of the Commission imposed requirements to the extent that an EDC

or another party demonstrates that a particular requirement is not cost effective.



Therefore, based upon the record within this proceeding and our conclusion that
Duquesne failed to demonstrate that its proposed ADMS project is cost effective, at this
time we shall waive the additional Commission-imposed capabilities of outage and
restoration communication and voltage monitoring for Duquesne. However, Duquesne 1s
not precluded from future development of these smart meter related capabilities, and
secking cost'recovery in a base rate case, after demonstrating that such investments are

prudent, as more fully discussed below.

Accordingly, we shall deny the Exceptions filed by Duquesne on this issue
‘and adopt the ALJ’s determination that the ADMS project proposed by Duquesne 1s not

cost effective.
E. ADMS Cost Recovery
1. Positions of the Parties

Duquesne argued that the Commission should permit it to recover ADMS
costs through its SMC because this project will enable the Company to meet the smart
meter technology requirements set forth in the Commission’s Implementation Order of
communicating outages and restorations and monitoring voltage. Duquesne asserted that
Act 129 gives the Company the discretion to determine how to recover these smart meter
costs and explained that it has elected to recover smart meter costs on a full and current
basis through its SMC, which is a reconcilable automatic adjustment clause under
Section 1307 of the Code, a pradice the Commission expressly authorized. Duquesne
stated that it does not have this new technology at the moment and asserted that it should
be permitted to implement this technology as other EDCs in Pennsylvania already have it.
According to Duquesné, the Commission, in its fmplementation Order at 9, noted that

each EDC had different capabilities and implementation challenges. As such, Duquesne
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argued that it should not be penalized for having to install a new ADMS system to meet

the Implementation Order requirements. Duquesne M.B. at 22-24.

The OCA first noted that Duquesne does not require Commission approval
to upgrade 1ts outage management system just as it did not require prior Commission
approval to upgrade its Customer Care and Billing System. According to the OCA, these
types of systems are part of a utility’s normal business operations and upgrading or
replacing them is something that occurs in the regular course of doing business,
particularly in the face of technological advancements. That said, however, the OCA
further asserted that Duquesne would need to meet the statutory requirements for
recovery through the SMC, a special recovery mechanism established as part of Act 129,
if the Company seecks to recover the costs of the upgrade through that charge. The OCA

opined that Duquesne has not met this burden. OCA M.B. at 17-18.

Next, the OCA claimed that the record evidence revealed that some portion,
perhaps a large portion, of ADMS costs are unrelated to the costs of establishing the
voltage monitoring and outage communication capabilities recommended by the
Commission in its Implementation Order. The OCA further asserted that the ADMS is a
cost-ineffective means of achieving these additional functionalities.” According to the
OCA, these ADMS costs are costs incurred in the normal course of business to provide

safe, adequate and reliable service. OCA M.B. at 21 (citing Tr. at 144-148).

The OCA argued that Duquesne is attempting to bootstrap normal operating
investment and expenses incurred in the ordinary course of business and recovered
through base rates into smart meter costs recoverable through a special mechanism that

accelerates recovery and limits opportunity to explore issues of reasonableness and

! OCA argucs that Duquesne did not provide a breakdown of ADMS costs
that are smart meter-related and those that are not. As indicated in response to the first
ALJ question in the Post-Hearing Order, the Company asserted all of the costs of ADMS
are smart-meter related. Duquesne St. No. 2C at 5; Tr. at 91-92.

27



	Sliwinski Appendix 1
	Sliwinski Appendix 2
	Sliwinski Appendix 3
	Sliwinski Appendix 4
	Sliwinski Appendix 5
	Sliwinski Appendix 6
	Sliwinski Appendix 7
	Sliwinski Appendix 8
	Sliwinski Appendix 9
	Sliwinski Appendix 10
	Sliwinski Appendix 11
	Sliwinski Appendix 12
	Sliwinski Appendix 13
	Sliwinski Appendix 14
	Sliwinski Appendix 15
	Sliwinski Appendix 16
	Sliwinski Appendix 17
	Sliwinski Appendix 18
	Sliwinski Appendix 19
	Sliwinski Appendix 20
	Sliwinski Appendix 21
	Sliwinski Appendix 22
	Sliwinski Appendix 23
	Sliwinski Appendix 24
	Sliwinski Appendix 25
	Sliwinski Appendix 26
	Sliwinski Appendix 27
	Sliwinski Appendix 28
	Sliwinski Appendix 29
	Sliwinski Appendix 30
	Sliwinski Appendix 31
	Sliwinski Appendix 32
	Sliwinski Appendix 33
	Sliwinski Appendix 34
	Sliwinski Appendix 35
	Sliwinski Appendix 36
	Sliwinski Appendix 37
	Sliwinski Appendix 38
	Sliwinski Appendix 39
	Sliwinski Appendix 40
	Sliwinski Appendix 41
	Sliwinski Appendix 42
	Sliwinski Appendix 43
	Sliwinski Appendix 44
	Sliwinski Appendix 45
	Sliwinski Appendix 46
	Sliwinski Appendix 47
	Sliwinski Appendix 48
	Sliwinski Appendix 49
	Sliwinski Appendix 50
	Sliwinski Appendix 51
	Sliwinski Appendix 52
	Sliwinski Appendix 53
	Sliwinski Appendix 54
	Sliwinski Appendix 55
	Sliwinski Appendix 56
	Sliwinski Appendix 57
	Sliwinski Appendix 58
	Sliwinski Appendix 59
	Sliwinski Appendix 60
	Sliwinski Appendix 61
	Sliwinski Appendix 62
	Sliwinski Appendix 63
	Sliwinski Appendix 64
	Sliwinski Appendix 65
	Sliwinski Appendix 66
	Sliwinski Appendix 67
	Sliwinski Appendix 68
	Sliwinski Appendix 69
	Sliwinski Appendix 70
	Sliwinski Appendix 71
	Sliwinski Appendix 72
	Sliwinski Appendix 73
	Sliwinski Appendix 74
	Sliwinski Appendix 75
	Sliwinski Appendix 76
	Sliwinski Appendix 77
	Sliwinski Appendix 78
	Sliwinski Appendix 79
	Sliwinski Appendix 80
	Sliwinski Appendix 81
	Sliwinski Appendix 82
	Sliwinski Appendix 83
	Sliwinski Appendix 84
	Sliwinski Appendix 85
	Sliwinski Appendix 86
	Sliwinski Appendix 87
	Sliwinski Appendix 88
	Sliwinski Appendix 89
	Sliwinski Appendix 90
	Sliwinski Appendix 91
	Sliwinski Appendix 92
	Sliwinski Appendix 93
	Sliwinski Appendix 94
	Sliwinski Appendix 95
	Sliwinski Appendix 96
	Sliwinski Appendix 97
	Sliwinski Appendix 98
	Sliwinski Appendix 99
	Sliwinski Appendix 100

