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Analysis of Figure 8-3 (above) yieids the following abservations:

First, we note that internal budgeting processes are performed on a slightly
different accounting basis than extermal FERC reporting (as presented in Section
8.2 above). Certain overhead loadings are included in FERC accountings that
are not considered in the internal budgeting exercise. Thus, the values used
across these sections {i.e. Figures 8-1 and 8-2 vs. Figure 8-3) are related to the
same work, but are not presented here in identical accounting terms and thus the
amounts do not tie.

In 2006, CEl's capital expenditures were $69.1million, an amount $8.1million
greater than the amaount originally budgeted. A similar pattern occurred in 2005,
when CEl's actual capital expenditure was $47 5 million or $11.7 million greater
than originally budgeted (see Figure 9-5 below). Thus, we can find no evidence
that FirstEnergy is “starving™ the CEl system in recent years — further confirming
the conclusions noted in Section 9-2. The CEl system is clearly an investment
priority within FirstEnergy systemn of companies.

Several of the capital budgeting classifications changed in mid-year {(a not uncommon
event), resulting in some confusion in evaluating the relative measure aof reliability
related spending. Figure 84 below presents a reconciliation of the 2006 budget
categories to estimate the real impact on reliability related spending:

Figure 8-4
2006 CEI Capital Budget — Reliabiiity Reconciliation
2006 Variance Reconcilliation |
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Analysis of Figure 8-4 (abovae) in combination with Figure 8-3 (above) vyields the
following obsarvations:

Overall “reliability-related” (an imprecise term) investment was substantial,
accounting for at least one-third of the 2006 capital spending. In our experience,
this is a strong investment pattern when compared to other, similar systems.

“Refiability-related” spending in 2006 was at least $8.9 million greater than
originally planned. When cansidered in the context of the $8.1milfion in additional
(unbudgeted) capital spending in 2006, it is clear that reliability-related
investment was one of the company’s highest priorities in 2006,
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Thus, we conclude that the company has made a strong recent commitment to reliability-
ralated spending in 2006 and shows evidence of similar investment patterns in 2007.
There also appears to be little evidence that the there has been sirong “crowding out” of
reliability related investment in 2006.

Figure 8-5 below presents a similar budget assessment for the year 2005:

. Figure 8-5
2005 CEIl Capital Budget by Budget Category
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Analysis of Figure 8-5 (above) yields the following ocbservations:

» Budget categories changed from 2005 to 2006 (again, a not uncommon
occurrance) making direct year over year comparisons difficuit.

» |n 2005 the spending shows that New Business and Forced (i.e. mandatory road
moves, municipal work, etc.) investments were well in excess of plan, with
spending on Reliability under budget by $4.1m.

» Taken together, the combination of the 2005 and 2006 reliability-related spending
(i.e. the total of the two years) is still in excess of the budgeted amounts (+$8.8m
(aver in 2008) - $4.1m (under in 2005) or a net of +$4.8m over budget (combined
2005-2006)) and is (in total) still a strong component of the overall capital
investment and at a high relative level .

8.4 Capital Planning and improvement Processes

Our methodology to assessing CEl's capifal planning processes (including Project
Prioritization) is to evaluate whether they are truly holistic technical processes that begin
with a clear identification and expression of system needs or issues (expansion
commitments, reliabllity problems, etc.), are evaluated with a systematic and risk-
considered approach that is designed to achieve optimal results given reasonable
constraints (seasonal scheduling, availability of specialty tools or crews, etc.), and are
automated to achieve systematic and reproducible results where appropriate.

Qur standard for assessing these processes is not to expect a single, “best” way to
approach these processes; rather, to verify that CEl is at a level of process maturity and
effectiveness consistent with its size, condition, regulatory requirements, stc. and identify
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those area where the company may be able to improve by implementing industry best
practices from other leading utilities.

Qur approach to measuring the infegrity of CEI's capital-related business processes is to
assess whether these processes are implemented as planned from a multitude of
dimensions. First, is the capital planning process an integral part of overall business
planning and budgeting process {(e.g. setting business objectives, resource strategy,
etc.), rather than an adjunct activity that requires subsequent integration / coordination
with other plans? Second, are the capital plans implemented as planned and actively
managed? Finally, are the inevitable changes to the plan (due to external events, new
information, new prioritiesfissues, etc.) handled in a manner that is consistent with the
decisions made during the “normal” annual planning cycle?

As a large, malure, investor-owned electric utility with a substantial base of technical
expertise, we would expect to find CEl conducting capital planning and improvement
processes that have the following characteristics:

+ Holistic - the processes should integrate all capital requirements (new business,
reliability, etc.) inta a single planning and evaluation process.

= Need- / Issue- Driven — the origin of capital commitments should be clearly and
systematically defined business- or technical-needs that are expressly satisfied
through investment in the electric system. Actual investment alternatives may satisfy
multiple needs / issues {e.g. reliability and capacity) and thus further highlighting the
importance of the holistic objective (noted above).

¢ Risk Measured -- the safety, tachnical, economic, and socio-political risks of funding
or not funding a particular investment should be an integral part of the decision-
making process. Such risks should incorporate both the probability and the
consequence of failing to mitlgate or eliminate system needs / issues.

¢ Structured — The nature and scope of the investiments (e.q. Obligation to Serve,
Reliability, Mandatory vs. Discretionary) should be well classified (and validated) at
the time the need ar issue is identified.

« Standardized and Documented — The processes should be highly standardized
and not dependent on key individuals, well-documented to enabie ongoing training
and process refinement / improvement, and create an auditable “paper-trail” to
gnsure proper managemeant and post-investment assessmants.

s Peer-, Supervisor- and Executive-Reviewed — The inputs, analyses, decisions,
and results of the processes should be actively and systematically reviewed and
approved by all levels of the management team to ensure that the proper technical
and regulatory requirements are met.

= Annual Scope ~ They should, as a minimum, be developed as part of an annual
planning effort (multiple years are preferred) and should be systematically
reevaluated throughout the year. Such defined annual plans (as opposed to
continuous or ‘rolling’ plans) enable management to assess the impact of new or
deferred projects on overall planned system performance.

= Integrated with Budgeting and Authorization — The capital planning effort should
be an integral part of the annual budgeting process and the spending authorization
procass; there should be little or no effort necessary to “fit" the capital plans to
operational budgets.
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Resource Independent - Initial definitions of work should be independent from the
available resources; in short, the “work should define the required resources (both
company and contractor)®, not the other way around.

Automated — The processes should be reasonably automated with packaged or
customized software tools to encourage standardized, systematic analyses across
participants, general process efficiency, and sound record-keeping of results.

Dynamic — The process should be capable of integrating changes to the plans
throughout the year and these changes / alternatives would be evaluated through the
same process.

QOur specific approach has been to review CEl's capital planning and improvement
process in the context of the expectations noted above through a series of interviews
with key participants and to review the company documents that address these topics.

CEl's planning process as described by the Company's planning professionals is
composed of the following elements:

Planning engineers define system-based needs that drive the analysis of potential
technical options or alternatives. These options are evaluated for both technical and
economic performance (they may have both capital and maintenance impacts) and
are expressed or summarized as a Request for Project Approval and known
informaily as an “RPA”,

— These slectric system-based needs are classified using a common issue / need
framework known as the Investment Reasons. These classifications are
presented in Figure 8-6 below. A subset of thesa neaeds or issues is classified as
Mandatory reason and will be funded if technically approved.
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Figure 8-6

CEl Investment Reason Categories
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- The project's economic dimensions {cost, expected revenue, etc.) are captured
and summarized in the Capital Analysis and Risk Tool (CART) system.

— The best altemative is then determined 10 be an “accepted” solution by the ocal
planning staff.

- The Company's planning staff noted that before 2005 there was a rudimentary
risk assessment conducted with each project. In 2006, the Company set out to
enhance and further standardize its risk assessment process and made an effort
to automate these standards in software tools. The company currently uses a
standardized impact and Likelihood approach to measure risk as presented in
Figure 8-7 below.
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Figure 8-7
Risk (Impact and Likelihood) Definition Standards
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¢ Under the normal, annual planning cycle, the “accepted” solutions enter a formal,
multi-level review process that ultimately results in an approval, deferral, or rejection
of the proposed RPA. If the RPA is approved, the associated capital expenditure will
become a component of the CEI capital budget. The current review procass includes
the following levels:

- A Peer Review by the CEI planning staff to ensure that options are exhaustively
and correctly technically analyzed, :

— An Operating Company Review that in the past (pre-2006) has been composed
as an assessment by Regional Directors; it has recently (2008) been expanded
to include operating company officers,

— An FE Corporate Porifolio review that is also performed by a Capital Review
Committee of leaders across the FirstEnergy system.

» The primary output of this multi-phased approach is a project ranking or prioritization.
This process ranks the discretionary spending based on system impact and risk.

» Periodically throughout the year, unplanned or materially revised RPAs will reenter
this assessment procass and wiil be addressed on an exception basis.

« Throughout the vear, approved projects are begun after authorization when
construction activities must be initiated according to construction plan. These
projects are commissioned in the SAP system through the definition of the Work
Breakdown Structure (WBS).

— Prior to 2007, these projects were assigned to the respective construction
management professionals (in Lines, Substations, etc.) for management and
implementation. Then and now, project and schedule results are monitored
monthly through the CEl Project Status Update Meeting, and a project-level
review of all active projects is performed with particular focus on the summer-
critical projects addressing high risk issues,
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— In 2008, the Company initiated a monthly Capital Allocation Meeting (CAM) to
more actively monitor and manage the execution of the capital expenditure plan;
and as such is a detailed review of variance reports and changes to the plan.

Our overall assessment of CEl's capital planning and prioritization processes can be
summarized in the following way:

e CEl's processes during the past few years have exhibited many of the attributes that
constitute a sound planning and prieritization process. They are holistic and need-
fissue-driven, The Company and FirstEnergy overall have made efforts to
standardize key elements in the issue identification, project classification, and risk
definition steps. Such standardization allows for automation, record keeping, and
consistency of decisions.

s CEl's risk assessment scoring process couid be currently described as adequate and
consistent with industry standards and practices. It has a strong, reliability-focused
Impact measurement structure. However, the risk assessment could be enhanced by
adding a probabilistic (rather than a substantially qualitative) estimate of the
Likelihood measurement dimension. This is a recently added element in tha planning
process and should improve its overall effectiveness.

« Since approximately the year 2000, many major U.S.-based investor-owned utilities
(of a size and scope similar to CEl and FirstEnergy) have made significant
improvements in their capital planning processes and tools to realize the
characteristics outlined in the opening paragraphs of this section. To dats,
FirstEnergy and CEIl could be best be described as making adequate but by no
means industry-leading progress in these areas.

« Implementing industry best practices would lead to the development of integrated
systems to link the investment evaluation process and subsequent prioritization and
funding to overall strategy and risk mitigation. In applying an approach that
disaggregates the investment decision from resource utilization considerations, CEl
will make significant strides in the area of Asset Management.

+ One noteworthy element that relates to these capital-related processes is CEl's
implementation of a Capital Prioritization process (this project was inaugurated
during the 2™ quarter 2007 just as this assessment was initiated). The approach and
toolset {one of several available in the marketplace) has been developed over
multiple years with numerous other large, investor-owned electric utilities.
Consequently, it Is a proven approach, embodies many of the industry’s leading
practices, and should expedite the Company’s development in these areas.

8.5 Capital Processes Integrity

Our assessment of the infegrity of CEl's capital-related business processes has been
focused on whether these processes have been implemented as they are designed. This
assessment would ideally have multiple dimensions, specifically:

Does CEl, in fact, execute the planning processes as they are designed?
Are the capital plans implemented as they are planned (i.e. — did “approved” projects
actually get built and on what schedule)?

= Are the inevitable changes to the plan {due to external avents, new information, new
prioritiesfissues, etc.) handled in a way that is consistent with all other investments?

From our interviews and a review of CEl's records related to the Company’s capital
ptanning and prioritization processes, it is apparent that the processes as described by
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company's management and technical team are being implemented as intended. These
processes have high visibility and a large number of participants in all of the varying
process stages defined above. There is an appropriate documentary trail to support that
its conclusions and actions are implemented as planned.

At the present time the Company lacks a rigorous data relationship capability between
the RPA database (a Lotus Notes application) and the SAP system (which tracks actual
project activity). Although such conditions are less than ideal, they are also not
uncommon given the complexity of maintaining interfaces between enterprise-based
transaction systems (such as SAP) and active, Company-developed planning tools
{(such as the RPA system).

Consequently, it is not passible to easily track and report “end-to-end” the performance
of all RPAs through construction and completion (or deferral) in an automated way.
Ideally, our analysis would have included an assessment to test whether the capital
plans as approved from the RPA databasa ware implemanted (wholly or partially) as
they are planned in SAP (i.e. — did “approved” projects actually get built and on what
schedule)? Similarly, we also would have checked the process “in reverse”, to determine
that all projects that were constructed do indeed tie rigorously to an RPA (or not). At the
present time such an assessment is not available in an automated way.

In independent assessments such as this study, we are frequently challenged to assess
an organization’s overall Asset Management capability (our frame of reference is our
global experience with utilities, not solely a U.S. perspective). The technology-related
information issues noted above are a critical dimension of this assessment. Figure 8-8
below highlighis a perspective on the typical evolution that organizations follow as they
transform to an Asset Management model:

Figure 8-8
Typical Evolution of Asset Management Capabilities
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As it applies to the |T-related elemenis of the Company’s capital planning and
prioritization processes, CEl would gensrally fall in the novice / competent categories
{pased on a global scale of reference). The Company does have solid planning tools
(RPA database, CART system, SAP) and is implementing new and befter one (e.g. the
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Navigant Consulting model), however data accessibility and more importantly data
integration are weak. This is not an unusual condition for U.S.-based elactric utilities.

CEIl acknowiedges at various levels in the organization the need io make better ex-post
assessments of the actual impact of specific investments and use these assessments as
key inputs to the project / alternative design process. This awareness is a critical first
step toward defining the requirements and realizing the benefits of such information
systems capabilities — which typlcally have a strong emphasis on data and systems
integration.

This information improvement Issue is one of the stated objectives of the Company’s
current Asset Management initiative, achievement of which will likely not occur until 2008
and beyond.

8.6 Asset Managemant Initiative

In late 2006 FirstEnergy initiated an Asset Management (AM) initiative aimed at
improving the effectiveness of its capital investment programs, both in terms of how
projects are selected and approved and how projects are managed in implementation.
Given the 10-year perspective of this assessment, the implementation of this AM
initiative at CEl will have a very Important effect on the Company's ability to improve
reliability especially in the context of the aging infrastructure challenges facing First
Energy (and many other U.S. utilities).

The focus an this FirstEnergy-wide AM initiative has been to enhance how projects are
managed and improve the quality of asset-related information and decision-making. It
has included new organizational elements at both the holding company (FirstEnergy)
and operating company (CEl) levels. CEl's AM function reports to the President of CEl
and also has a matrix reporting relatlonship to the FirstEnergy Vice President — Asset
Oversight. It will also include the implementation of new business processes and tools
{noted above).

The CEI Director of Asset Management is the primary CEl manager responsible for
implementing this initiative. There are 3 managers who report 1o the Director of Asset
Management, responsible for the following three AM functions:

s Project Management - The project management responsibilities are focused on
the timely, cost-effective, and safe implementation of the capital work program.

+ Portfolio Management — This represents the continuing process of managing all
of the Company's capital projects in the context of the overall schedule and
budget. Project status and cost data is updated bi-weekly and this enables
monthly reporting for the entire Company's capital project portfolio relative to
budget and plan. -

+ Asset Strategy — This includes the implementation of 10 newly created positions
known as Circuit Reliability Coordinators (CRCs) at CE} (FirstEnergy is
implementing 70 such positions around the FirstEnergy system). CRCs will be
responsibie for circuit level assst history and analysis, data management and
standardization, monitoring circuit-level reliability performance, and farmulating
projects and programs as they relate to their responsible circuits. The Company's
vision is that these CRCs will be the “owners” of these circuits, with a strong
sense of responsibility for their reliability performance, and will coordinate the
investment projects related to their respective circuits through the necessary
inspection, tachnical analysis, and financial / budgeting processes.
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The company has a parallel corporate and operating company organizational structure.
The operating company managers and director (noted above) are responsible for the
implementation of these functions within CEl; the parallel corporate roie is the
Company’s averall process owner and its manager is responsible for standardization of
systems, processes, and tools across the First Energy system

FirstEnergy's corporate Asset Management leadership team has expressly recognized
(and is actively managing) three primary challenges related to its Asset Management
initiative. These include

+ Timing - The FirstEnergy leadership team has set an aggressive time line to
initiate the Asset Management initiative, especially as it relates to implementing
the capital prioritization process and the hiring of CRCs. This is a major
organizational change, with many new roles and interfaces between new
participants and existing business processes and roles.

« System Knowledge / Root Cause Analysis - The Company is actively seeking
ways to improve its ability to conduct “root cause analysis” of reliability issues.
The AM leadership appropriately recognizes that this is a foundational element of
improving asset-related investment decisions and will also be closely linked to
the quality of the Company's asset data (see below).

¢ Asset Data / Information — FirsiEnergy is seeking to become far more
“predictive” (rather than “reactive”) to asset failure patterns and far more accurate
in the estimation of impact or banefit of system investiments. A key element
necessary to achieve these objectives is improved asset information (age,
condition, failure patterns, loadings, etc.). This need is one of the driving factors
behind the design of the new CRC role.

We generally concur with the Company's goals for the Asset Management initiative. Our
observations related to this area were that the CEl executive management and
FirstEnergy corporate AM leadership team have strong and clear views of scope,
approach, and implementation of the AM initiative.

However, at the CEl staff level we noted uncertainty among departments about new or
changed roles, responsibilities, and process interfaces (e.g. the role of CRCs v. existing
inspections, the technical qualifications and expectations of the CRCs, etc.). Such
uncertainty in the early stages of a major operating change is not unusual and is not yet
a source of major concern. Moreover, as noted in Figure 8-8 above, we note that this
struggle for “role clarity” is a very common characteristic of early stage AM
transformations.

Our overall interpretation of the Company's Asset Management initiative in the context of
this reliability assessment is straightforward — we believe it absolutely represents the
greatest opportunity for the Company to make rapid, cost-effective, and truly sustained
improvement in electric system rellability. At the same time, we also believe it represents
perhaps the single greatest risk to overall system reliability because of the potential
uncertainties created by any major organization restructuring and new processes.

Figure 8-9 below summarizes some of the major risks and opportunities that CEl will
face as it develops its Asset Management organization:
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. Figure 8-9
Opportunities & Risks of First Energy’s Asset Management Initiative
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This initiative is simply in too early a stage t¢ make any formal assessment of its
effectiveness or impact on CEl's overall reliability. However, we recommend that this
initlative be actively monitored for impact and effectivensss in the next 12-24 months.

8.7 Summary of Recommendations

The following specific recommendations are submitted to the Company related to its
capital expenditure processes, spending levels, and methods.

. CE-1 Sustain Planned Spending Levels for the 2008-2012 Period

Discussion

The Company's current targeted spanding levels over the next several years {(as
described above) will be at a level well above its historic average and above industry
patterns. This capital spending level will enable the company to address the
recommendations outlined in this report and should be adequate to realize the
objective of sustained reliability improvement for the naxt 10 years. The key challenge
for the Company will be to sustain the overall capital expenditure level and to ensure
that Reliability-related expenditures are not materially diverted to other capital
obligations.

CE-2 Monitor the Performance and Effectiveness of the Asset Management
Initiative

Discussion

As noted, the Asset Management initiative offers tha Company its greatest potential
opportunity and its greatest risk with regard to sustained reliability improvement. We
encourage the Company to continuously monitor the effectiveness of this program
with a special focus on the key risks outlined in Figure 8-8 above.
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2005 ESS Rule 10 Action Plan Compliance Review

9.1  Purpose, Scope, and Approach for this Section

The purpose of this section is summarize our evaluation of the llluminating Company’s
(CEl's or the Company's) compliance with each provision of its 2005 ESSS Rule 10
Action Plan to determine whether CEl's missad its interim reliability targets due to non-
implementztion of the Action Plan items.

The Action Plan was presented to UMS Group as Exhibit A in the Company’s original
Request for Proposal (RFP) specification and this Exhibit (presented below) serves as
the frame work for organizing our assessment. For each element of the Action Plan as
presented in the Exhibit, we will:

1. Assess CEl's overall compliance with the Action Plan item,

2. Summarize CEl's overall performance in the item and direct the reader to additional
specific references to CEI's performance as characterized in this report. All of the
items noted in this action plan have been evaluated as part of our overall Reliability
Assessment Framework. As such, our detailed assessment is noted in other sections

of this report.

3. Summarize our interpretation of the impact of CEI's compliance {or non-compliance,
as appropriate) on the Company’s failure to meet the reliability targets.

9.2

Provislans of the ESS 2005 Rule 10 Action Plan

The Action Plan can be summarized as follows:

Figure 9-1
Exhibit A from FirstEnergy RFP

CEIl 2005 ESSS Rule 10 Action Plan 4901:1-10-10(C)2)

Indax missed

Factors
contributing to
the miss

Individually list action taken or planned to be
taken for each factor to improve performance

Estimated cost
to be incurred for
each action In
pian

Completion
date or
scheduled
completion date
for each action

CAIDI
and
SAIDI

Outages to large
numbaer of
customenrs

In addition to traditional substation employees, the
First Responder Program utilizes non-traditional
employees, such as mechanics, operation
supervisors and office technical personnet to raspond
to substation and circuit outages. Employees are
notified by e-page. The intent is to quickly get trainad
personnel, who work or live nearby affected
substations, to assist CE| dispatching personnel in
identifying the problem and restore servica. For 2003,
we will expand this process to include additional
employees, conduct additional training and
qualification testing, and re-emphasize management
expeclations far area responsibility and expedient
rasponse.

$125,000

7731705
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. CAIDI Qutages to large CEl will implement additional werk shifts and 5/31/05
and number of schedule changes to achieve increased afternoan
SAIDI customers coverage by line and substation crews.
CAIDI Qutages to larga CEl is implementing management review of circuit 3/31/05
and number of lockouts with restoration times greater than 60
SAIDI customers minutes. These outages affact larger blocks of
customers and have a significant impact on CAID),
CAIDI Outages to large indepth management review of inoperable 331/05
and number of equipment on a weekly basis. Equipment out of
SAIDI customers service results in abnomal system configurations. If
another outage occurs during these temporary
abnormel configurations, longer duration outages are
possible. In addition to prompt repair of all inopsrable
aequipment, prioritization will be used to assure
aquipment that may affect the largest amount of
customers for the next contingency is repaired first.
CAIDI Outages 1o large Metrics are being established to maasure the 6/30/05
and number of dispatching/rouble crew response effactiveness to
SAIDI customers outages.
CAIA Outages to large Management is proactively monitoring weather fronts 331/05
and number of and activating the CEl storm process. Specifically
SAlDI customers line, metering, substation, underground and office
personnel are held on duty in advance of the storm.
This practice was initiated during the second half of
2004
. CAIDI Outages to large Overtime staffing for service resloration is being 6/30/05
and number of reviewed and different methods are being evaluated
SAIDI customers to increase staffing
SAIF1, CAIDI | Reduce outages An instantaneous relay trip (fuse save mode) is being $150,000 S/30/05
and SAIDI due to lighining avaluated for 50% of the 13kV circuits beginning the
second quarter of 2005. Based upon results of this
review, instantanequs tripping may be Initiated and
have an impact on improving SAIF] and CAIDL.
CAID Outages to large Fault indicators have been installed at 170 locations $50,000 9/30/05
and number of on the 13kV system. The remaining 130 locations
SAIDI customers are scheduled to be accelerated and installed by the
thind quarter of 2005. Faults on 13kV circuits have a
high contribution to CAIDL Installation of the fauit
indicators helps locate the direction of the fauit, thus
aiding in sactionatizing the feeder and more rapidly
restoring large blocks of customers,
SAIFI, CAIDI | Isolating cutages | Singke-phase units are replacing distibution three- $75,000 9/30/05
and SAIDI will reduce phase line reclosers as the three-phase devices are
customer minutes [ pulled for maintenancs. The change-out is
accelerated if required for specific reliability work.
Three-phase re-closers trip (open) all three phases
for single-phase faults. Single-phase units trip the
faulted phase only, thus impacting only one third of
the customers. Five locations will be changed out in
2005.
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SAIFI, CAIDI | Large 36kV sectionalizing and SCADA controlled switching $240,000 12/31/05
and SAIDI subtransmission has been installed at seven locations. Four additional
supply outages locations will be installed in 2005. These devices will
isotate faults and improve restoration offorts.
SAIF), CAIDI | Lengthy outages | Automatic bus tie closing projects will be completed $200,000 10/31/058
and SAIDI for a large number | at five 13kV substations .
of customars
SAIFI and VSA circuit To date, 220 VSA reclosers have baen identified as $150,000 12/31/05
SAIDI breaker failures part of the shunt kit replacement program. A total of
164 reclosers have been retrofitted. The remaining
56 reclosers will be retrofitted by the fourth quarter of
2005. Failure of VSA reclosers to isolate individual
circuit faults has resuited in total substation bank
shutdowns affecting muitiple circuits. Through our
analysis and working with the manufacturer, the
problem has been addressed with the retrofit
program.

CAIDI Reduce long Upgrade/conversion work will be completed on six $1.500.000 12/31/05
DI outages AV cirouts; 5,000,000 1231106
Additional 4kyv upgrade/conversion work

{approximately 10 circuits)
SAIFi and Cable failures An underground VLF (Very Low Frequency) tester $75,000 12/31/05
SAIDI was purchased in January 2005. The VLF tester
enables us o detect prablems with the cable, splices
and terminations that may lead to a future cable fault.
We plan to bagin testing aur undarground feader exit
cables with the VLF tester in March. Approximately
15 miles of underground cable is scheduled for
raplacemant in 2005,
SAlFl and Large area Raplace wood poles and cross-afms on four 36kV $550,000 12/31/05
SAIDI subtransmission circuits
supply outages
93 CEI's Compliance ESS 2005 Rule 10 Action Plan

9.3.1

First Responder Program

The following subsections refer to each specific item in the 2005 Rule 10 Action Plan
noted in Figure 9-1 above.

The company has implemented the First Responder program and has evidence that it
has improved the outage response in substation events. Section 6.4.1 of this report
presents a detailed assessment of this program. The specific CAIDI measurement of
the actual impact of this program is difficult to measure, but the “extra eyes and ears”
it provides offers dispatchers timely information to expedite the deployment of
additional resources as needed.

9.3.2 Additionai Shifts (Afternoon, etc.)

The company has altered operational staffing to add staff coverage during the
afternoon and evening hours. Section 6.4.1 of this report noted the significant,
measurable improvement in CAIRI performance fram this alternative shift. Figure 6-9
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notes the improvement in the afterncon and evening hours has made since this
program has baen implemented, cutting the average duration 25-40% during this time
of day relative to 2004-era performance.

9.3.3 Management Review of Lockouts

Monitoring, review, and analysis of circuit breaker lockouts is an integral part of the
company’s continuous reliability analysis and the reporting of lockouts is part of the
monthly reliability analysis and meeting. Section 7.3.3 of this report make note that
the effectiveness of the monthly review process.

9.3.4 Management Revlew of Inoperable Equipment

The Company has implemented this program as planned. It maintains an database of
inoperable equipment in Lotus Notes and it is actively monitored and managed by the
leadership team and by the Operations and Dispatch functions. The Company has set
palicies on responsa priorities related to this list.

Based on the results of our review of Company's infrastructure and inspection
processes (Section 2), this item is properly administered. We note that in the June
Reliability Report there was some incorrect data that had a refiability impact (Grant
Substation event), although we observe no evidence that this is a widespread
problam.

8.3.5 Management Monitoring of Weather

The company has Implemented a program to significantly improve its weather
manitoring and pre-storm mobilization. Section 6.4.1 of this report highlights the
detailed actions the company has taken regarding this item. Figure 6-5 and Figure 6-6
have noted that this effort has been successful at reducing the duration of outages in
storm conditions. Our recommendations encourage the Company to expand and
systematize this initlative. :

9.3.6 Overtime and Additional Staffing

The Company has employad all of the leading industry practices with respect to
staffing (e.g. alternate shift, first responder program, call-out process, extending
shifts), with discernment on balancing the inherent efficiencies of extending shifts with
proper attention to remaining within time parameters (length of work day, rest periods,
etc.) relating to employee safety. A sampling of overtime profiles in June (selected as
it represents the convergence of completing summer critical jobs, storm season,
assimilation of first half inspection results, and the start of new business related
activity) indicated an approximate overail 20 percent factor across the Operations
Services and Operations Support organizations. This is considered reasonable, given
the timing (peak activity period). Obviously, as the Company institutes the accelerated
hiring program recommended in Section 7.0, these parcentages will decrease.

93.7 Analysis of Instantaneous Trip of Relays

The Company has implemented this action item. Saction 5.2.3 of this report provides
an extensive discussion. At present CEl has the instantaneous trip set on all 398
13kV circuits except for 33 circuits in which the instant trip had been set but was
disabled due to concern over customer complaints about excessive momentaries.
We have recommended that the instant trip and timed re-close be evaluated on a
case-by-casa basis based on considerations such as whether the feeder is virtually all
underground (e.g., the 11kV system) and whether re-closing is likely to be successful
due to cdlearing of a temporary fault.
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9.3.8 fnstallation of Fault indicators

Fault indicators were installed at 170 locations on the 13kV system in the first half on
2005 with the remaining 130 locations accelerated and installed in the second half on
2005. These indicators have been installed at the feed point cable poles of the 13kV
system. They are designed to help locate the direction of the fault, thus aiding in
sectionalizing the feeder and more rapidly restoring large blocks of customers. This
program was expanded after 2005 to inciude 100 additional locations on the 4kV
system.

9.3.9 Isolating outages to reduce CMI (Single Phase Reclosers)

The three-phase units were intanded to be changed-out as they are maintained or
required for specific reliability work. CEl completed a total of 9 site replacements in
20086, including the 5 locations committed to the PUCO for 2005.

9.3.10 Large subtransmission supply outages (Sectionalizing)

The Company has been in compliance on this Action Plan and it has yielded
outstanding results. Section 3.4.1 of this report notes that as a result of these actions
the sub-transmission related minutes of interruption have falien to their lower relative
level since 2001. Figure 3-6 in Section 3 highlights these results and offers related
commentary of thase improvements.

9.3.11 Lengthy outages for a large number of customers (Bus Ties)

The Company has implemented the corresponding Bus Tie initlative in the targeted
substations. The Company actively monitors the performance of these devices as part
of the ongoing reliability analysis and Monthly Raliability report and briefing.

9.3.12 VSA circuit breaker failures

Theas VSA breakers have been retrofitted and the corresponding failure pattern has
been mitigated.

9.3.13 Reduce long outages (4kv Upgrade Work)

The 2005 4kV upgrade work of six circuits was completed in 2006. Six of the ten
circuits scheduled for upgrade work in 2006 have been completed in 2007. The
balance of the work has been temporarily deferred, primarily as a resuilt of contractor
availabilty. The Company has conducted the preparatory work (vegetation
management) on all of the circuits and has noted measurable reliability improvement
on both the upgraded and original portions of the network for these circuits.

9.3.14 Cable failures (VLF Testing and Replacement

The Company has impiemented this Action Plan and realized some successful
reliability improvement. Section 5.5 of this report provides a summary of these actions
and its impact. We noted that recommendation SI-7 in our report suggests the
Company continue this initiative on a wider population of exit cables with high level of
attentlon paid to the cost-effsctiveness of each replacement candidate.

9.3.15 Large area subtransmission supply outages (Pole Replacement)

The Company has been in compliance on this Action Plan and it has yielded reliability
improvement results. Section 3.4.1 of this report notes that as a result of these
actions the transmission related minutes of interruption have returned to (normal)
relative level 2002. Figure 3-8 in Section 3 highlights these resuits and offers related
commentary of these improvemeants.
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Figure 9-2 below is a table that summarizes the Compliance with the 2005 ESS Action
Plan and its overall impact on reliabitity.

Figure 9-2
Summary of 2005 ESS Action Plan Compliance and Impact

ltem Compliance | Impact Summary

First Responder Program Yes This Is an effective effort that should be
emutated by other utilities.

Additional Shifts (Aftemoon, etc.) | Yes Excellent, measurable improvement in
outage duration during the new shift hours.
This has been a very effectiva program.

Management Review of Lockouts | Yes Effective.

Management Review of Yes Effective. The Company should have

Inoperable Equipment continued diligence in its accuracy.

Management Monitoring of Yes Measurable improvement in CAIDI In storm

Weather conditions.

Overtime and Additional Staffing | Yes improving with the implementation of other
staffing initiatives

Analysis of Instantaneous Trip of | Yes Improvements have been realized. We offer

Relays recommendations for conlinued analysis of
the instantaneous trip in selected lacations

Instaliation of Fault indicators Yes These devices have been installed and the
program was expanded after 2005 fo
include elemeants of the 4kv system.

Isolating outages will reduce Mo The 2005 commitment of 5 devices was

custamer minutas (single phase deferred to 2006 and then exceedad as 9

reclosers) devices were installed

Large subtransmission supply Yes Excellent resuits. Sub-transmission SAIF| at

outages (sectionalizing) it lowest relative level in 5 yoars.

Lengthy outages for a large Yas Installed and actively monitored.

number of customers (bus ties)

VSA circuil breaker failures Yes Improvement realized.

Reduce long outages (4kV Delayed and | All of the preparatory work a majority of the

Upgrade) partially upgrade work has been completed (but

deferred delayed). Measurable reliability

improvemants have besn realized.

Cable failures (VL.F) Yes improvement to date noted. We recommend

continued, selective testing to identify cost-
effective replacement candidates.
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Large area subtransmission
supply outages {Pole
Replacement 36Kv)

Yeas

Results realized. Transmission SAIFI has
retumed to a proper level from its 2003-4
era peak.

2007 Focused Relisbility Assessment of CEl
Octaber 2007

Page 176




. 10.0 Appendix
10.1 RFP to Finai Report Cross Reference

RFPR eferen o8 R
13hb Assessment of Distribution Infrastructure Section 2.0
13¢ Assessment of Capital Improvement Process | Section 8.0
13d Assessmsnt of Maintenance Practices Sections 2.4.3;: 5.2.2: 5.3.4;
54.2 and 7.3.2
13e Assessment of Organization and Staffing Section 7.0
1.3f Assessment of Outage Management Section 6.0
139 Assessment of Costs Section 1.0
13n____| OterTopis I
1.3 h(1) glompliance with 2006 ESSS Rule 10 Action Section 9.0
an
1.3 h{2) Geographic Area Review Sections 3.4.2; 6.3; and 7.3.2
1.3 h(3) New Technologies (Distribution Automation Secllon 5.2.3
and Adaptive Relaying)
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10.3 List of Cleveland Electric llluminating Company Staff Interviews

cmtand Etectﬂc Illumlnaﬂng Cmnpany Intervlgw Parﬂclpam;"f £

- nm . < Titlef Remﬂslbimy :
Tracy Maysa Manager Substation Services (East)
Jim Sears Dlrector Reliability
Tom Solanics Supervisar, Engmeenng Services
Ron Kuczma Manager Subslauon Semces {West)
Larry Oylar Lmeworker Leader (Miles)
Mike Zelenik Line Leader Shift (Strongsvilie)
Pat Kelly Lineworker Laader {Concord)
Frank Vanthoor Line Leader Shift (Westlake)
Ray Hanzlik Linas Manager (Mayfield and Solon)
Jim Forristal Supervisor, Regional Operations Line (Mayfield)
8ill Rohinson Line Leader Shift {(Ashtabuia)
Stan Goodrich Lineworker Leader (Mayfield)
Gwen Higaki Director, Asset Management
Brian Lar-ll'ick Line Manager (Strongsville)
Darry Lindemann Supervisor, Regional Operations Line (Shaker Heights)
John Skary Director, Operations Support Services )
Steve Miller Advanced Engineer
Gerry Westem Manager, For;stry Services
Heinz Limmer Manager, Lines (Concord)
Dan Bellmore Manager, Dispaiching
Matt Slagle Manager, Underground Network
Tom I(oq;chick Super:plsor. Engineering
Dennis Chack Regional Presid.enl. No-nhem
Paula Sutkowskl Manager, ED Reqg. Asset Strategy
Frank Dibbs Manager, ED Reg. Projects and Portfolio
Mike Ferncez Directﬁp'e-r;Ens Services
_Dﬂ Disterhof Supervisor, Engineering Services
Nick Lizanich Vice President, Asset Oversight
Tony Hurley Director, ED Asset Management

2007 Focused Reliability Assessment of CEl

Cctober 2007
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PUCO-DR#4
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Case No. 08-935-EL-8S0Q

Ohio Edison Company, The Cleveland Electric llluminating Company and The Toledo
Edison Company for Authority to Establish a Standard Service Offer Pursuant to R.C. §

PUCODR#4

4928.143 in the Form of an Electric Security Plan.

RESPONSES TO REQUEST

The Information contained herein is Confidential in accordance with R.C.
490%.16. Please do not disclose, :

1.Please explain in detail what is meant by the following statement found in Section

Al.a of the Plan “the need to expend capital for equipment far earlier than before™?
Additionally, how does this action relate to the Company's commitment stated in
Section A3.g of the Plan?

2.For the following statement found in Section A3.e of the Plan “the need to replace

components of an aging distribution system”, please provide rationale as to why
the Company believes that this action is different from its current and past capital
investment plans and operation & maintenance praclices. Additionally, how does
this action relate to the Company’s commitment stated in Section A3.g of the Plan?

Please describe the relationship between Rider DSI and CE|’'s commitment to
maintain its capital spending {including transmission) at a minimum leval of $84.7
milliort for at least five years (based on the first long-term recommendation on
Page 32 of the UMS report). Include any implications for the other two operating
companias.

Pleasa describe tha relationship between Rider DSI and CEl's commitment to
establish and adhere to “Reliability-related” and capacity investments at levels,
percentage-wise commensurate with those for 2007 (based on the second long-
term recommendation on Page 32 of the UMS report). Include any implications for
the other two operating companies.

Please describe the relationship between: (1) FE's commitment to spend at least
$1 billion on distribution system invesiments during the years 2009 through 2013;
and (2) the third long-term recommendation on Page 32 of the UMS report to
develop a comprehensive plan to replace and/or refurbish the current electric
distribution infrastructure. Include any implications for the other two operating
companies.

Far each of FE's Ohic operating companies, please provide total capital
expenditures for distribution-related facilities (69 kV and below) for each of the
years 2003 through 2007.

7.For each of the operating companies, please provide capital budget variance

analysis [example to use Figure 8.3 of the UMS Report titled “2007 Focused
Assessment of the Cleveland Electric Hluminating Company”] for years 2002
through 2008 year-to-date, by operating company, by year. At a minimum, please
utiliza all of the budget categories listed on the aforementioned Figure 8.3 when
providing the requested capital budget variance analysis.

B.For each of the operating companies, please provide the capital budget [example to

use Figure 8.3 of the UMS Report titied “2007 Focused Assessment of the
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Case No. 08-935-EL-SS0O

Chio Edison Company, The Cleveland Electric llluminating Company and The Toledo
Edison Company for Authority to Establish a Standard Service Offer Pursuant to R.C. §

4928.143 in the Form of an Electric Security Plan.

RESPONSES TO REQUEST

Cleveland Electric illuminating Company”] for years 2009 through 2013, by
aperating company, by year. At a minimum, please utilize zlt of the budget
categories listed on Figura 8.3 of the UMS Report fitled "2007 Focused
Assessment of the Cleveland Electric llluminating Company” when providing the
requested capital budgets.

9.For each of the foliowing Company capital budget categories listed below, please

10.

1.

12.

13.

14.

provide a listing of all major projects [$100,000 or greater] that are included in
these budget categories within the Company's budget for each of the years 2009
through 2013, by cperating company, by budget category, by year. For each major
project listed, include the following: a proiect identification code, a description of
the project finclude size of facility], a description of the projects intended pumpose
[what does the Company plan to accomplish by completing the project], what part
of the operating company’s territory [location] is impacted, what quantifiable impact
does the project have on SAIFl, what quantifiable impact does the project have on
CAIDI, the project's budgeted dollar amount included in the budgst for the year,
total budgeted dollar amount for the complstion of the project start-to-finish [multi-
year projects], planned start date for each project, planned completion date for
each project.

Obsolete/Deteriorated Equipment
Failures

System Reinforcement

Reliability

New Load

papow

For each of FE's Ohio operating companies, please provide a ranking of the top 10
categories in terms of capital-investment doliars spent during each of the years
2003 through 2007 including the expenditure amount associated with each

calegory.

For each of FE's Ohio operating companies, please provide a ranking of the top 10
categaries in tferms of capital-investment dollars projected to be spent during each
of the years 2009 through 2013 including the estimated expenditure amount
associated with each category.

For each of FE's Ohio operating companies, please provide total capital
expenditures for distribution-reiated facilities, including the proposed $1 billion
capital investment plan {69 kV and below), that are budgeted, planned, or
projected for each of the years 2009 through 2013,

Please provide a detailed description of how FE and its Ohio operating companies
woukl decide which distribution capital projects would be implemented during the
years 2009 through 2013 if Rider DSI were approved.

For each of the following operation and maintenance [O&M)] expense categories
listed below, please provide a comparison of budgeted dollars to actual dollars
expensed for the years 2002 through 2008 year-to-date, by operating company, by
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Case No. 08-935-EL-SS0O
Ohio Edison Company, The Cleveland Electric lluminating Company and The Toledo
Edison Company for Authority to Establish a Standard Service Offer Pursuant to R.C. §
4928.143 in the Form of an Electric Security Plan.

RESPONSES TO REQUEST
Q&M expensa category, by year.

a. Operations Supervision and Engineering
b. Load Dispatching - Dperations
c. Station — Operations
i. Station Inspections
ii. Other
d.Overhead Line - Operations
i. Qverhead Line Inspections
i. Overhead Equipment Inspections
i, Distribution Pole Inspactions
iv. Other
Strest Lighting & Signal System - Operations
Meter Expense — Opsrations
Customer Installations — Operations
Miscellaneous — Operations
Rents — Operations
Maintenance Supervision and Enginsering
Maintenance of Structures
Maintenance of Station Equipment
i Transformer Maintenance
fii Circuit Breaker Maintenance
iii. Busand Switchgear Maintenance
iv.  Capacitor Maintenance
V. Relay Maintenance
vi.  Underground Exit Cable Maintenance
vii. Conductor Maintenance
viii. Station Lightning Arrester Maintenance
ix. Vegetation Management
X Staticn Animal Mitigation
xi. Other
m. Maintenance of Overhead Lines
i Vegetation Management
ii. Recloser Maintenance
iii. Switchgear Maintenance
iv.  Capacitor Maintenance
V. Conductor Maintenance
vi.  Lightning Mitigation
vii.  Animal Mitigation
viii. Cutout Maintenance
ix. Insulator Maintenance
X. Pole and Crossamm Maintenance
xi.  Regulator Maintenance
®i,  Other
n. Maintenance of Underground Lines
i Underground Conductor Maintenance
i Padmount Transformer Maintenance

=FT o TE e
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Case No. 08-935-EL-SS0O

Ohio Edisan Company, The Claveland Electric lluminating Company and The Toledo
Edison Company for Autharity to Establish a Standard Service Offer Pursuant to R.C. §

15.

16.

17.

18.

19.

20.

21.

22.

4928.143 in the Form of an Electric Security Plan.

RESPONSES TO REQUEST

iii. Switchgear Maintenance

iv.  Station Exit Cabla

V. Vegetation Management

vi. Other

Maintenance of Line Transformers

Maintenance of Street Lighting & Signal System
Maintenance of Meters

Maintenance of Miscellaneous Distribution Plant

mavo

For each of the following operation and maintenance [O&M] expense categories
listed in Data Request 2 above [items a through r including sub-categories], please
pravide the dollar amounts budgeted for each category and sub-category for the
years 2008 through 2013, by operating company, by O&M expense category and
sub-category, by year. Staff understands that the Company does not direclly
budget O&M expenses in this manner but Staff believes the Company can provide
this information.

Please provide an estimale of O&M savings (and the timing of such savings)
expected to result from the $1 billion FE committed to invest in its distribution
system during years 2009 through 2013.

Please describe the impact on each operating company's O&M expenses if Rider
DSl is not appraved.

For each of FE's Ohio operating companies, please provide estimated revenues
from Rider D'SI during each of the years 2008 through 2013.

Please describe the extant to which Rider DS! revenues would be utilized for
transmission capital projects over 69 kV, and provide the estimated amount of
such expenditures by operating company far each of the years 2009 through 2013.

Please describe {quantify) the extent to which Rider DSI revenuas would be used
to cover Distribution O&M expenses, describe the nature of such expenses, and

explain how they are incremental 1o those in the test year for the pending rate
case,

Pleass describe any FE controls to ensure that the Rider DS! revenues were
actually spent on the projects and expense categories for which they were
intended, that expenditures for such projects and expense catagories are
incremental, and that non-incremental (baseling) expenditure levels are maintained
during the years 2009 through 2013.

Assuming that FE were to continue measuring reliability performance as it has in
the past and that FE compleled its commitment to spend $1 billion on distribution
capital investments, please estimate each operating company’s improvement on
SAIFl and CAIDI comparing their year 2014 performance against its respective
average for the 3 year period 2005 through 2007.
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Case No. 08-935-EL-SSO

Ohio Edison Company, The Claveland Electric llluminating Company and The Toledo
Edison Company for Authority io Establish a Standard Service Offer Pursuant to R.C. §

23.

24.

25.

26.

27.

28.

29,

30.

3.

32.

4928.143 in the Form of an Electric Security Plan.

RESPONSES TO REQUEST

For each of FE's Ohio operating companies, please provide the results of any
raliability-related survey questions posed to customers during the vears 2004
through 2008 (YTD-July}, and include a capy of the survay instrumants that were
used.

Please describe the impact on each operating company’s reliability if Rider DS is
nat approved.

Please provide a detailed rationale for revising CEI's SAIDI target to 120 minutes
including an explanation of how this revision is aligned with customer expectations.

How will this proposed revison to the SAIDI target impact the current CEI CAIDI
and SAIFI targets?

In Donald R. Schneidars Testimony, he makes the following statement *I believe
that 120 minutes represents the optimal reliability performance for CEl, and it
provides an excellent value to custamers when balancing reliability performance
with the costs of achieving such reliability”. Please provide the quantitative analysis
that supports this statement.

Please describe how FE would react if any of the Ohio operating Companies’
SAIDI performance were to exceed the upper limit of the performance band.

Please describe how FE would react if any of the Ohio operating Companies’
SAIDI performance were to fall below the lower limit of the performance band.
Include a discussion of how FE would dispose of the additional revenue from Rider
DS,

Please describe CEl's progress to date in implementing the short-term
recommendations made by UMS in the report of its “2007 Focused Assassment,”
and discuss the likelihood that all of the short-term racommendations will be
implemented by yaar-end 2008. In addition, please provide the impact these
recommendations will have on CEl's CAIDI and SAIF) performance.

Please provide any information on the extent to which other electric utiliies utilize a
rear-lot-line adjustment to their reliability performance measurement and whether
such an adjustment is recognized by applicable regulatory agencies.

Please provide the quantitative analysis that supports CEl's “Rear Lot Reduction
Factor” of .5

. Please list and describe any recommendations in UMS Report Sections 1.5.1 or

1.5.2 which GEt plans to implement during any of the years 2009 through 2013,
include the cost of such implementation, the year of planned expenditure, and the
respective amounts for capital and O&M. Also discuss the extent to which similar
efforts are pianned for OE and TE during that same time period, and if so plannsd,
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Case No. 08-935-EL-SSO

Ohio Edison Company, The Clevaland Electric llluminating Company and The Toledo
Edison Company for Authority to Establish a Standard Service Offer Pursuant to R.C. §

34.
35.

36.

37.

38.

39.

4928.143 in the Form of an Electric Security Plan.

RESPONSES TO REQUEST
provide similar cast information.

Please describe any plans 1o adapt any aspects of the UMS report to the other two
operating companies and how such plans retats to Rider DSI.

Please describe the relationship between Rider BSI and FE's plans to initiate an
enhanced vegetation management program.

Please describe the relationship between Rider DSI and FE's commitment to
accelerate hiring to facititate the assimilation of new personnel in advance of
anticipated atirition due to retirement (based on the fourth long-term
recommendation on Page 32 of the UMS report). Include any implications for the
other two operating companies.

For tha following statament found in Section A3.e of the Pian "the need to train
new employees to replace retirees”, please provide rationale as to why the
Company bslievas that the cost of training new employees to replace retirees is
not included in current rates.

For each of the following employee categories, provide the actual number of full-
time new hires that the Company experienced for each of the years 2000 through
2007 and 2008 year-to-date by operating company, by year, by category.

Distribution Company Management
Lineworkers

Underground Electricians
Underground Technicians

Relay Technicians

Engineers

Dispatchers

Circuit Reliability Coardinatars

JTo oo

For each of the following amployes catagories, provide the projected number of
full-time new hires Company plans to hire for each of the years 2008 through 2013
by operating company, by year, by categary.

Distribution Company Management
Lineworkers

Underground Electricians
Underground Technicians

Relay Technicians

Engineers

Dispatchers

Circuit Reliability Coordinatars

T@TeApoTE
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Case No. 08-935-EL-SS0O
Ohio Edison Company, The Cleveland Electric llluminating Company and The Toledo
Edison Company for Authority to Establish a Standard Service Offer Pursuant to R.C. §
4928.143 in the Form of an Electric Security Plan.

RESPONSES TQ REQUEST

Response: 1. In order to maintain historical reliability performance capital is needed far
sarlier than bafora in an attampt to replace aquipment before it fails and to
timely order equipment to ensure that the equipment is on site when needed.

2. In the past the equipment was newer and maintainable, and now it is older and
is in need of more maintenance and in many cases replacement. The §1
billion capital commitment represents the Gompanies’ minimum commitment to
addressing this very large endeavor.

3. The DS| Rider was designed to improve the overall health and financial
sustainability of the distribution business and to. recognize and ensure the
continued reliability of the distribution system. it is not a cost-based praposal
ta cover a single need, but rather is & high level recognition of what is needed
to maintain the health and financial sustainability of each of the Companies
going forward. The $84.7 million capital spend is based on the long-term
recommendation of CEI's consuliant report. As part of the Companies ESP,
the Companies have committed to the $84.7 million spending level for CE| for
the next five years. In total, the Companies have committed to make capital
investments in their distribution systems in the aggregate of at least $1 billion,
which includas the $84.7 million for the CEl system. The implication to the
other two operating companies will be to share in some portion of the
aggregate amount of $1 billion.

4, The reliability-related and capacity investments are part of the $84.7 million
CE| commitment discussed above in PUCO - DR # 4 Q3 and are included in
the $1 billion capital commitment. The implication to the other two operating
companies will be to share in some portion of the aggregate amount of $1
billion.

5, The long-term consultant recommendation for CEl to develop a comprehensive
plan to repiace and / or refurbish the current electric distribution infrastructure
is a work in prograss. The $1 billion capital commitment contributas to the
replacement and / or refurbishment of the Companies’ systems.

8. Please see attachment PUCO-DR#4-Q06-Attachment 1.xls for the Companies
iotal capital expenditures for years 2003-2007.

7. Please see attachment PUCO-DR#4-Q07-Attachment 1.xs,

8. Please see attachment PUCO-DR#4-Q08-Attachment 1.xls for the Companies

preliminary capital budget for years 2009-2013.

a. Please see attachment PUCC-DR#4-09-Attachment 1.xls.
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Case No. 08-935-EL-SSO

Ohio Edison Company, The Cleveland Electric lluminating Company and The Toledo
Edison Company for Authority to Establish a Standard Service Offer Pursuant to R.C. §

10.

1.

12,

13.

14.

15.

18.

17.

18.

4928.143 in the Form of an Electric Security Plan.

RESPONSES TO REQUEST

Please see attachment PUCO-DR#4-Q10-Attachmant 1.xls for the Companies
ranking of the top 10 categories in terms of capital-invesiment dollars spent for
the years 2004-2007.

Please see attachment PUCO-DR#4-Q11-Attachiment 1.xls for the Companias
ranking of the top 10 categories in temns of preliminary capital-investment
dollars projected for the years 2009-2013.

Please see attachment PUCO-DR#4-(Q112-Attachment 1.xls for the Companies’
preliminary iotal capital expenditures budgeted for the years 2009-2013.

The decision making process would not necessarily be different under a
scenario where the DS Rider was approvad versus a scenario where the DSI
Rider was not approved. The expectation is that reliability and overall system
health will be better if the DSI Rider iz approved since additional funds would
be available for reliability related expenditures as well as other purposes. As
stated above in response to PUCO-DR #4-Q13, the DSI Rider was designed to
improve the overall health and financial sustainability of the distribution
husiness and to recognize and ensure the continued reliabiity of the
distribution system. While not part of the $1 billion dollar commitment, this DSI
Rider may provide, s one possibility, the financial wherewithal to invest in
capital projects in excess of or different from that baseline commitment.

Please see attachment PUCQO-DR#4-Q14-Attachment 1.xds for the Companies’
preliminary total capital expenditures budgsted for the years 2009-2013.

Please see attachment PUCO-DR#4-Q15-Atlachment 1.xls.

Although, nat quantifiable at this time, the $1 billion capital spend is generally
expected 1o levelize O&M expenditures.

As stated above in response to PUCO-DR #4-Q3, the DSI Rider was designed
to improve the overall health and financial sustainability of the distribution
business and to recognize and ensure the continued reliability of the
distribution system. This includes, but is not limited to, the financial
wherewithal to cover O&M expenses incremental to those in the test year set
forth in Case MNo. 07-551-EL-AIR. No specific analytic study was completed to
estimate the level of 0&M Expenses under hypoihelical examples based upaon
differing assumptions about the outcome of tha ESP proceeding.

The following are the estimated revenues from Rider DS| during each of the
yaars 2009 through 2013, assuming annual SAIDI performance between 90
and 135 minutes for each of the Companies:
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4928.143 in the Form of an Electric Security Plan.
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2008 2010 201 2012 2013
OE $51,216,000 | 552,701,000 {1 $53,307 000 | $0 $0
CEl $45,048,000 | $45,840,000 | $46,231,000 | $0 $0
TE $16,663,000 | $16,810,000 | $17.017,000 | $0 $0
19 Rider DSI revenues will not be utilized for transmission capital proiects over 69

kv.

20 As stated above In response to PUCO-DR #4-Q3, the DSI Rider was designed
to improve the overall health and financial sustainability of the distribution
business and to recognize and ensure the continued reliability of the
distribution system. Due o the broad scope of the DSI| Rider and the
competing needs it will be used to address, the DS| Rider cannot be divided
out among its prospective components

21, The DSI Rider revenues have not been assigned project and expense
categorias, but rather such revenues will ensure the overall health and
financial sustainability of the distribution system.

22. The prediction of future reliability performance as measured by CAIDI or SAIF!
is speculative. This was recognized in the UMS report for CEl based upon the
following “Informed readers should recognize that there are a number of other
factors that could impact the bottam-line achievement of these goals that have
no relation to the effectiveness of these recommendations {particularly with
respect to CAIDI). It is quite probable that as CEl adopts these
recommendations, these other variablas will come into play. For example, the
reduction of subtransmission, substation, and hackbone ocutages could shift the
mix of cutages from those of relatively short duration fo those with longer
duration. In a sense, the success of the SAIF initiatives can negatively impact
progress on CAIDL” That is why the Companies have proposed using SAIDI as
the single reliability index in their Electric Security Plan.

23. Please see attachment PUCQO-DR#4-Q23-Attachment 1.pdf for the Companies
survey results and attachment PUCO-DR#4-Q23-Attachment 2.pdf for the
Companies survey instruments.

24, As stated in Mr. Schneider's testimony, significant funding is required to
maintain or improve performance in each of these key areas of focus. The
Companies’ Plan includes a DSI Rider during the period January 1, 2009
through December 31, 2011 which will provide the Companies the financial
wherewithal 1o remain healthy and capable of conlinuing their ongoing
commitments to the energy delivery and customer service business. A key
component of the DSI Rider is to ensure the Companies have the financial
wherewithal to make investments to improve reliability. it is difficult to guantify
the impact on reliability if the DS Rider is not approved. No specific analytic
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25,

26.

27.

23.

29.

30.

4928.143 in the Form of an Electric Security Plan.

RESPONSES TO REQUEST

study was completed to gauge the impact on the Companies’ reliability under
hypothetical axamples based upon differing assumptions about the outcome of
the ESP proceeding.

The 120 minutes rapresents the optimal reliability performance for CEl, and it
provides an excellent value to customers when balancing reliability
performance with the costs of achieving such reliability. The raliability
performance target represents second quartile performance based on IEEE
performance measures,

Tha proposed revision in the Gompanies’ ESP filing will not affect the CAIDI
and SAIFI targets.

An analysis was performed based on 2006 SAIDI results from approximately
100 companies by IEEE. Based on this analysis, the Companies are in the
second quartile performance ranging from 100-140 minutes. Therefore, the
second quartile midpaint of 120 minutes was selected as the SA|D! target,

If any of the FirstEnergy Chio operating Companies’ SAIDI performance were
to exceed the upper limit of the SAID! performance band the Companies would
perform an analysis and take steps to begin proactive sleps to attempt to
address the issue.

Improving and maintaining reliability is a continuous process that even in the
bast of years requires continued investments to mitigate against future
problems or outages.

CEl is on target to implement all short term recommendations made in the
UMS repart by December 31, 2008, Everything else being equal, the expected
reliability benefit for each UMS recommendation is set forth below:

SAIFI improvement Recommendations:

Enhanced Tree Trimming - expected SAIF| reduction of 0.03; Lightning
Protection - expectad SAIF! reduction of 0.01; Line/circuit inspection and repair
prioritization scheme - expected SAIFI reduction of 0.035; Sectionalize the
Backbone - expected SAIFI reduction of 0.09; Replace three-phase reclosers
with single-phase reclosers - negligible SAIFI impact as indicated in UMS
report; Selectively apply instant trip/timed re-close - negligible SAIFI impact as
indicated in UMS repart; Inspect, maintain, test and repair/replace as
necessary 4 kV exit cable - expected SAIFI reduction of 0.01; Use Worst
Performing Devices information to develop a worst CEMI program - this
recommendation primarily addresses customer satisfaction and has limited
SAIFI impact; Replace failure-prone URD cable - this recommendation
primarily addresses custormner satisfaction and has limited SAIFI impact;
Integrate the Circuit Heath Coordinators with the ESSS Inspection Program -
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RESPONSES TO REQUEST

an estimated SAIF) avoidance of 0.04; Continue to address the operability of
switches on the subtransmission system - these aclions will prevent
dsterioration of subtransmission SAIFI; Continue to replace circuit breakers
and relays at the substations- Expected SAIFI reduction of 0.014.

CAIDI Improvement Recommendations:

Systematize Stalf Pre-Mobilization - expected CAIDI reduction of 6 minutes;
Fully implement partial restoration for OHL ("Cut and Run") and URD {"Split
and Hit") - expacted CAIDI benefit of 4 minutes; Fully implement use of the
alternate shift - expected CAIDI benefit of 4 minutes; RecruitTrain New
Dispatchers - the impact of CAIDI is indeterminate in thaf intent of this action is
to proactively avoid a negative impact to CAIDI; Establish new service center in
Claridon Township {ISD 2009) and capture benefit of new service canter in
Euclid (started in 2007) - Expected CAIDI reduction of 2 minutes pnce new
service canter is In service; Re-evaluate level of staffing with respect to outage
responsa: - the impact of CAIDI is indeterminate in that intent of this action is
to proactively avoid a negative impact to CAIDI; Impact of C! reduction on
CMi's - an anticipated CAIDI raduction of approximately 5 minutes.

3. The Companies have not soticited information from other companies or
regulatory agencies at this time. Utilities have an opportunity to apply for
diverse exclusions thus it could be difficult to perform an apples-to-apples
analysis.

32. The Rear Lot Reduction Factor was calculated based on the fundamentat fact
that CE! experiences significant issues associated with crews being able to
rastore service timely to customers served on rear lot circuits based on the
number of such customers and the need to manually haui poles and other
equipment to such sites as opposed to using trucks. As a result of the number
of obstructions at such sites including trees, fences, garages, etc., restoration
times are significantly longer. In an effort to establish a representative outage
duration time which takes into account the challenges of rear lot construction,
customer outage minutes would be multiplied by a factor of .5 (“Rear Lot
Reduction Factor”} on such circuits where fifty percent or more of the premises
are served by rear [ot facilittes. A quantitative analysis supporting the .5
factors is attached.

An analysis was performed on 2003 - 2007 data in CEl, excluding major
storms, to determine the difference in restoration between circuits with rear lot
and front lot construction. Of the 1086 distribution circuits in CEl, a review of
the circuits identified 339 circuits with the majority of the residential customers
being served from rear lot construction.
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Case No, 08-935-EL-S8S0
Ohio Edison Company, The Cleveland Electric llluminating Company and The Toledo
Edison Company for Authority to Establish a Standard Service Offer Pursuant to R.C. §
4928.143 in the Form of an Electric Security Pilan.

RESPONSES TO REQUEST

Percent Increase
year Rear Lot [Front Lot [|over Front

2003 195.48] 14762 32.42%

2004 192.00 111.78 1.77%

2005 172,94 05.85 80.43%

200 150.12 11361 32.14%
128.07 95.17 34.5™%

average 50.26%

33. A number of UMS recommendations were completed in 2008. CEI projects to
implement the following in years 2009-2013:

UMS Report Section 1.5.1 — SAIFt Iimprovement Recommendations
UMS Si-3 - Linefcireuit ingpection and repair prioritization scheme: This
process was established in 2008 and will continue.

UMS SI-4 - Sectionalize the Backbone (Tier 1 and Tier 2): Tier 2 {review of
100 circuits) will be completed in 2009 {additional expected SAIF! reduction of

0.033).
Planned 2008 2010 2011 2012 2013
Expenditures
Capital $1,533.000 | $580,000 $500,000 $500,000 $500,000
0&M
UMS S1-10 - Intagrate the Circuit Heath Coordinators with the ESSS Inspection
Program: This recommendafion is on-going. No additional incremental costs
are planned.
UMS SI-11 - Conlinue {o address the operability of switches on the
subtransmission system: Funding for this recommendation will continue.
Planned 2009 2010 2011 2012 2013
Expenditures
Capital $291,000 $500,000 $500,000 $500,000 $250,000
Q&M
UMS SI-12 - Continue to replace circuit breakers and relays at the substations:
Funding for this recommendation will continue.
Planned 2008 2010 2011 2012 2013

Expenditures
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Case No. 08-935-EL-880

Ohio Edison Company, The Cleveland Electric llluminating Company and The Toledo
Edison Company for Authority to Establish a Standard Service Offer Pursuantto R.C. §
4928.143 in the Form of an Electric Security Plan.

RESPONSES TO REQUEST

Capital

$2,500,000 | $2.500,000 | $2,500,000 | $2,500,000 | $2,500,000

O&M

UMS Report Section 1.5.2 - CAIDI Improvement Recommendations
UMS SR-5 - Establish new sarvice center in Claridon Township {(ISD 2009) and
capture benefit of new sarvice center in Euclid (started in 2007):

Planned

Expenditures

2000 2010 2011 2012 2013

Capital

O&M

$810,000

35.

36.

37.

38.

39.

The restits of the UMS audit have been shared with the other Operating
Companies and such Companies may utilize such recommendations where
applicabte.

The results of the UMS audit have been shared with the other Operating
Companies and such Companies may utilize such recommendations where
applicable. The $ 1 hillion capital commitment will contribute to such efforts.

As stated above in response to PUCO-DR #4-Q3, the DSI Rider was designed
to improve the overall health and financial sustainability of the distribution
business and to recognize and ensure the continued reliability of the
distibution system. This includes, but is not limited to, the financial
wherewithal to continue the Companies enhanced vegetation management
program

As stated above in respense to PUCO-DR #4-Q3, the DS Rider was designed
to improve the overall health and financial sustainability of the distribution
business and to recognize and ensure the continued reliability of the
distribution system. This includes, but is not limited to an ability to accelerate
hiring to facilitate the assimilation of new personnel in advance of anticipated
attrition due to retirement.

New warkers are hired at the same time eyisting workers continue to be
employed 1o assure knowledge transfer. These costs are not reflectad in th
current rate structure. :

Please see attachment PUCO-DR#4-Q38-Attachment 1.xls for the Companies
full-time new hires for the years 2000- (year-to-date) 2008.

Please see attachment PUCO-DR#4-Q39-Attachment 1.xls for the Companies
full-time projected new hires for the years 2008-2013.
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Case No. 08-935-EL-8S0O
Ohio Edison Company, The Cleveland Electric [Hluminating Company and The Toledo
Edison Company for Autharity to Establish a Standard Service Offer Pursuant to R.C. §
4928.143 in the Form of an Electric Security Plan.

RESPONSES TO REQUEST
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Case No. 08-935-EL-SSO
Ohio Edison Company, The Claveland Electric llluminating Company and The Toledo
Edison Company for Authority to Establish a Standard Service Offer Pursuantto R.C. §
4928.143 in the Form of an Electric Security Plan.

RESPONSES TO REQUEST

OCC Set2- Referring to page 5 of Company Witness Schneider’s testimony in the ESP Proceeding
INT-27 where the Campany proposes a Delivery Service Improvement Rider ("DS} Rider™).

a. Why has the Company based the proposed adjustments to the DS Rider solely on
the SAIDI index?

b. Mow were other reliability indices, including but not limited to CAIDI or SAIF1,
considered by the Company for the purpese of making adjustments and how would these
other indices be used for measuring, reporting, and determining reliability if the Company's
ESP Appilication was approved?

¢. What were the values for SAIDI, CAIDI, and SAIF| for each of the FirsiEnergy EDUs
for each of the years from 2000 through 20077

d. What were the target vatues for SAIDI, CAID!, and SAIFI for each of the FirsiEnergy
EDUs for each of the years from 2000 through 20077

Response: Please note that the response below is confidantial

a. The Companies recognize that improvemeants in SAIF| can adversely affect CAIDI
and improvements in CAID! can adversely affect SAIFI. Thus, the Companies
believe that SAIDI is a much better reliability performancs indicator. This was also
recognized in the UMS repori for CEl which stated: "Informed readers should
recognize that there are a number of other factors that could impact the bottom-
line achievernent of these goals that have no relation to the effectiveness of these
recammendations (particularly with respect to CAIDI). It is quite probable that as
CE!} adopts these recommendations, these other variables will come into play. For
example, the reduction of subtransmission, substation, and backbone outages
could shift the mix of qutages from those of relatively short duration to those with
longer duration. In a sense, the success of the SAIF initiatives can negatively
impact progress on CAIDL." That is why the Companies have proposed using
SAIDI as the single reliahility index in both the DSI Rider and ESP.

b. The Companies evaluated the use of SAIF! and CAIDI and in part for the rationale
set forth above determined that it would not be appropriate to include other
reliability indices for the purpose of making adjustments to the DSI Rider. The
Companies’ ESP Application is separate and distinct from any reporting
requirements of other reliebility indices which are currently under review by
Commissipn Staiff.

c. The table below contains the Companies SAIDI, CAIDY, and SAIFI performance
vaiuas for the years 2000-2007,
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Case No. 08-935-EL-SSO
Ohio Edison Company, The Cleveland Electric Hluminating Company and The Toledo
Edison Company for Authority to Establish a Standard Service Offer Pursuant to R.C. §
4928.143 in the Form of an Eleciric Security Plan,

RESPONSES TO REQUEST

SAIDI CAIDI SAIFI

Year TE CEl OE TE CE QE TE | CEl | OE
2000 165.2 | 1184 | 11481 1028 | 11838 853 161 [ 101 | 1.2C
2001 138.6 | 105.2 90.7 | 1200 | 108.0 7771 116 | 097 | 117
2002 877 | 1458 | 1094 844 | 1538 7341 1.04] 095 148
2003 89.0 15238 [ 109.8 89.9 | 12490 8547 099] 126 129
2004 911 ] 153.2 1 11641 994 | 1268 826 082] 1.21] 141
2005 98.6 | 1943 | 1574 88.8| 113.7] 1013 111} 1.71 | 155
2006 783 | 15061 1278 86.3 ] 1250 BR.0| 091 ] 120 144
2007 86.7 | 12621 1005 840] 1065 887 092 1.18) 113

d. The table below contains the Companies SAIDI, CAIDI, and SAIF| target values
Tor the years 2000-2007.

SAIDI CAIDI SAIFI ]
Year TE CEl QE 1E CEi QE TE | CEI | OFE

2001
2002
2003
2004 120 95 120 100 95 25 1.20 {1.00 | 1.25
2005
2006
2007




Attachment DWC-4

OCC Set 2
Witness: Schneider

Case No. 08-935-EL-SS0O
Ohio Edison Company, The Cleveland Electric llluminating Company and The Toledo
Edison Company for Authority to Establish a Standard Service Offer Pursuant te R.C. §
4928.143 in the Form of an Electric Security Plan,

RESPONSES TG REQUEST

OCC Set2- Refersing to page 5 of Company Witnass Schneider's testimany in the ESP Proceeding
INT-28 where the Company proposes to modify CEl's SAIDI target from 95 minutss to 120
minutes:

a. What is the Company’s explanation and justification for also proposing a 50% Rear
Lot Reduction Factar for CEI?

b. Why dossn't the increase of 25 minutes proposed for CEl's SAIDI account for all or
a portion of this Rear Lot Reduction Factor?

c. If the Company applied the proposed Rear Lot Reduction Factor to CEl's SAIDI
values in prior years, what would the adjusted SAID{ values be for the years 2000~20077

Response: a. The Companies’ expianation and justification for proposing a 50% Rear Lot
Reduction Factor for CEl is explained in the Companies ¢onfideitial response to
PUCO DR#4 Q32.

b. An increase of 25 minutes represents the optimal reliability performance for CEI,
and it provides an excellent value to customers when balancing reliability
performance with the costs of achieving such reliability. The reltability performance
target of 120 minules represents second quartile performance based on |IEEE
performance measures. The rear lot reduction factor is needed 1o adjust for the
high percentage of rear lot facilities for reasons provided above in “a”.

¢. The information requested for years 2000-2002 is not readily available, The
information requested for years 2003-2007 is as follows:

SAIDI minutes
PUCO reported wirear lot factor
Year minutes applied
2003 186.2 139.2
2004 153.2 1304
2005 104.3 160.8
2006 150.6 121.5
2007 126.2 996
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