BEFORE THE
PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Application of Ohio
Edison Company, The Cleveland Electric
Illuminating Company, and The Toledo
Edison Company for Approval of Ohio
Site Deployment of the Smart Grid
Modernization Initiative and Timely
Recovery of Associated Costs

Case No. 09-1820-EL-ATA
Case No. 09-1821-EL-GRD
Case No. 09-1822-EL-EEC

Case No. 09-1823-EL-AAM

N N N N N N N

COMPLIANCE FILING AND MOTION OF OHIO EDISON COMPANY, THE
CLEVELAND ELECTRIC ILLUMINATING COMPANY, AND THE TOLEDO EDISON
COMPANY FOR DIRECTION REGARDING PHASE Il OF THE OHIO SITE
DEPLOYMENT OF THE SMART GRID MODERNIZATION INITIATIVE

l. INTRODUCTION

FirstEnergy is conducting a Smart Grid Modernization Initiative (“Initiative”) in some of
its utilities’ territories in Ohio, Pennsylvania and New Jersey. The Initiative is being partially
funded by FirstEnergy customers with the remainder of the funds being provided through the U.
S. Department of Energy (“DOE”) and the American Reinvestment and Recovery Act of 2009
(“ARRA”) funds. In Ohio, the Commission had initially instructed Ohio Edison Company, The
Cleveland Electric Illuminating Company (“CEI”), and The Toledo Edison Company
(collectively, “Companies”) to conduct a proposed three year pilot Ohio Site Deployment
program (“Ohio Project”). The Commission also authorized related cost recovery related to the
afore-mentioned pilot program in CEl. The Ohio Project was anticipated to be comprised of
various studies, including a volt-var study, a distribution automation study and a consumer

behavior study (“CBS”) conducted in two phases.



Staff reviewed the Companies’ application involving the Ohio Project in Case No. 09-
1820-EL-ATA. As part of this review, Staff recommended that the Companies provide the
Commission with the results of the first phase of the CBS and seek direction from the
Commission as to whether to proceed with the second phase. The Commission adopted Staff’s
recommendations in its June 30, 2010 Finding and Order in this proceeding. First, the
Companies are making this compliance filing in order to provide results from the first phase of
the CBS to the Commission, as required by its June 30, 2010 Finding and Order. Second, the
Companies are seeking direction as to whether they should proceed with the second phase of the
CBS. Third, should the Commission order the Companies to proceed with the second phase, the
Companies will require a modification to the original budget of the Ohio Project as discussed
below. Fourth, the Companies are requesting that the Commission provide direction related to
the second phase of the CBS on or before November 14, 2012, which, if directed, will provide
the Companies with time to implement the second phase of the CBS.

1. PROCEDURAL HISTORY

The Commission has addressed the Ohio Project in several separate cases. On January
21, 2009 in Case No. 07-551-EL-AIR et al., the Commission approved the creation of an
advanced metering infrastructure rider (“Rider AMI) as a mechanism for the recovery of costs
related to the deployment of smart grid and advanced metering infrastructure.

On March 25, 2009, the Commission approved the stipulation filed in the Companies’

ESP Case, Case No. 08-935-EL-SSO et al. In this stipulation, the Companies agreed to pursue

! Case No. 07-551-EL-AIR et al., Opinion and Order dated January 21, 2009, pp. 44-45.



federal funds for the Ohio Project. The stipulation also approved the recovery for smart grid
investment through a nonbypassable rider.?

On November 28, 2009, the Companies filed an application for approval of the Ohio
Project in this docket.® Staff recommended that the Companies “report assessment results of the

4 which was the first

information and outcomes learned from the initial 5,000 meter deployment,
phase of the CBS. Staff also recommended that the Commission review the results of Phase | of
the CBS and determine whether or not proceeding with Phase Il was warranted based on these
results.” On June 30, 2010, the Commission adopted Staff’s recommendations, approving the
Companies’ application and authorizing the Companies to proceed with the Ohio Project.’
Among other things, the Commission made clear that the Companies were entitled to recovery
for the costs incurred by the Companies which were not reimbursed by the DOE for
implementing the Ohio Project through Rider AMI, subject to the cost recovery provisions in the
Companies’ ESP Case.’

On August 25, 2010, the Commission approved a stipulation regarding the terms of the
Companies’ Second ESP Case.® Among other things, this stipulation provided additional detail
regarding the administration and cost-recovery associated with the Ohio Project.” The

Commission approved the Companies’ recovery of 50% of estimated $72.2 million in program

costs from the DOE and 50% through Rider AMI.

2 Case No. 08-935-EL-SSO et al., Second Opinion and Order dated March 25, 2009, p. 13.
¥ Case No. 09-1820-EL-ATA et al., Application, filed November 18, 20009.

* Case No. 09-1820-EL-ATA et al., Finding and Order dated June 30, 2010, p. 7.

® Case No. 09-1820-EL-ATA et al., Finding and Order dated June 30, 2010, p. 8.

® Case No. 09-1820-EL-ATA et al., Finding and Order dated June 30, 2010, p. 11.

" Case No. 09-1820-EL-ATA et al., Entry on Rehearing dated August 25, 2010, p. 4.

8 Case No. 10-388-EL-SSO, et al., Opinion and Order dated August 25, 2010, p. 36.
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As shown by the Companies previous filings, pursuant to the Companies’ stipulation in
their first ESP, the Companies ultimately applied for and received a grant from the DOE for the
Project. As directed by the Commission, since approval of this pilot program, the Companies
have worked collaboratively with the Commission Staff on all aspects of the CBS including, but
not limited to, the evaluation plan and communications with customers.’® The Companies also
worked with the DOE Technical Advisory Group who provided technical assistance in
developing the CBS and the approach to evaluation. Lastly, as the Commission instructed the
Companies to do, the Companies have completed Phase | of the CBS.

Phase | of the CBS involved approximately 5,000 meters and a peak time rebate study,
which was completed during the summer of this year. The Companies have obtained detailed
reports from their consultants describing the results of the CBS, which are attached hereto as
Exhibits A and B for the Commission’s review. Phase Il of the CBS, should the Commission
direct the Companies to proceed with the Ohio Project, would include approximately 39,000
additional meters for further study.

1. REPORT ON RESULTS OF PHASE | OF THE PROGRAM
A. CBS Results

As the Commission is aware, the CBS was targeted at a particular geographic area
located in CEI’s service territory comprised of a mix of residential and commercial customers.
This geographic service area services customers on 34 distribution circuits serviced by 14
substations. This geographic area was selected because it could support smart grid infrastructure

with minimal additional investment and because customer reliability in this area had been

10 Case No. 09-1820-EL-ATA et al., Finding and Order dated June 30, 2010, pp. 9-10.



challenged by long circuit length and high customer concentrations.** The Ohio Project included
a customer behavior study, distribution automation, voltage control, substation relay-based
protective strategies, alternative pricing programs, communications and data infrastructure
installation, data collection, analysis, and reporting.*?

Phase | included installation of approximately 5,000 automated meters on residential
accounts and combinations of peak time rebates with in-home technology. In-home technology
included a programmable thermostat (with choice of the Companies or customer control during
critical peak events) or an in-home display showing information only. Fifteen critical peak
events were called between June-August of 2012. Attached hereto as Exhibit A is a detailed
report on the preliminary demand response results for the first summer of Phase | of the CBS by
a consultant retained by the Companies, the Electric Power Research Institute (“EPRI”). The
final EPRI report on the Companies’ CBS from the summer of 2012 is expected in December,
2012. Attached hereto as Exhibit B is a customer feedback survey regarding Phase | of the CBS
by the Shelton Group (“Shelton Study”). These attachments constitute the Companies’ report to
the Commission of the results of Phase I, and are incorporated herein by reference. Though the
reports speak for themselves, the reports indicate some specific lessons learned from Phase I:

1. The Companies’ hypothesis testing revealed that the Companies’ control
thermostat group results in more demand reduction than the customer
controlled thermostat group. The in-home displays group shows the lowest
amount of demand reduction.

2. The results achieved in the Phase | study have statistical validity. Expanding

the same study parameters to a broader population is not necessary.

1 Case No. 09-1820-EL-ATA et al., Application, filed November 18, 2009, p. 5.
12 Case No. 09-1820-EL-ATA et al., Application, filed November 18, 2009, p. 5.



3. The four-hour and six-hour treatment groups showed little difference in the
per hour demand reduction.
4, Customers who control thermostats themselves are likely to initiate their

setback prior to leaving for work.

5. A peak time rebate level of $.40/kwh is high enough to get significant results.
6. The event period or setback strategy may need to be refined.
7. Customer feedback and the Companies’ analysis indicate the baseline

calculation may need to be adjusted.

8. Most customers like the program and feel that they learned about their usage
patterns; they found the CBS to be user friendly.

9. There are additional offerings that could increase participation in the CBS.

B. CBS Costs

The Commission previously approved $72.2 million in costs for the Ohio Project.® The
Companies have reduced the expected cost of the Ohio Project by approximately $6.7 million,
translating into a potential reduction in the estimated AMI Rider of approximately $3.35 million
before carrying costs. If the Commission determines that the Companies should proceed with
Phase Il of the CBS, the Commission should authorize a $6.7 million reduction and reallocation
of the Ohio Project budget to the Initiative. As a result of this reduction, $3.35 million of U.S.
Department of Energy (“DOE”) matching funds are now available for allocation to other aspects

of the Initiative outside of Ohio, subject to the approval of the DOE.

13 Case No. 09-1820-EL-ATA et al., Finding and Order dated June 30, 2010, p. 11.



IV.  SHOULD THE COMMISSION DIRECT THE COMPANIES TO IMPLEMENT
PHASE Il OF THE CBS, THE COMPANIES RECOMMEND SEVERAL
MODIFICATIONS.

As discussed above, Staff recommended that the Commission determine whether the
Companies should proceed with Phase Il of the CBS, which the Commission adopted in its June
30, 2010 Opinion and Order. Although Phase Il was designed to be an expansion of Phase | of
the CBS, including the addition of commercial customers, should the Commission decide that
Phase Il of the CBS should go forward, the Companies believe that certain modifications will
need to be made to the original plan of Phase Il as explained in detail in Exhibit B of the
Companies’ Application, filed in this case on November 18, 2009.* Please also see Exhibit C
for a description of the proposed approach to Phase Il of the CBS, if Phase Il is directed to go
forward.

1. Increase Emphasis On The Peak Time Rebate.

In Phase I, the Companies made the offer of the in-home technology in their initial offer
to customers. If the customer accepted the in-home technology, he or she was offered the peak
time rebate. If Phase Il proceeds, the Companies suggest increasing the emphasis on the peak
time rebate in their marketing efforts to a portion of customers, rather than the in-home
technology and offering some customers an additional option of a choice of in-home technology.
Customers offered in-home technologies may pick a technology that best suits their needs or
choose to participate in only the peak time rebate with no technology.

2. Consideration of Alternative Baseline Calculation.

The Companies suggest that any Phase Il of the CBS involves a discussion with the

Commission Staff, EPRI, the DOE and its Technical Advisory Group to consider an alternate

14 Case No. 09-1820-EL-ATA.



baseline calculation for use in rebate calculations and a comparison with the calculation that is
being used for the Phase I customers.

3. Adjust Thermostat Setback To Avoid “Snap Back.”

Measuring customers’ willingness to reduce peak demand is a goal of the Initiative. In
Phase I, customer usage changed for customers with the Companies’ controlled thermostats
during peak demand reduction events. However, the benefit of this peak demand reduction was
partially lost after the event window ended as customer usage increased immediately after the
event ended. This increase in demand was primarily caused by customer air conditioners
automatically adjusting to the levels set prior to the event window. In order to avoid the “snap
back” to the previous level of peak demand in any Phase Il that is ordered, the Companies
suggest that they test the effects of gradually ending events so that customer air conditioners can
reach the ultimate level of temperature control gradually.

4, Expand On Customer Education Regarding The Ohio Project.

The results of the customer survey indicated that customers value education and it could
therefore significantly affect their behavior, ultimately resulting in peak demand reductions. If
Phase Il goes forward, the Companies recommend enhancements to the CBS website to provide
additional educational materials, testimonials from customers, and educational games designed
to encourage peak demand reduction during high usage events and to inform customers of the
ways in which they can save money by reducing usage and taking advantage of smart meter
technology at no cost to them. The Companies propose to include a link from this website to the
customers’ specific usage information, which currently is available on another website but is

infrequently accessed.



5. Compare The Results Of The Peak Time Rebate With Customer
Education Only.

If Phase 1l is ordered, the Companies suggest testing the effectiveness of education only
versus education combined with a peak time rebate. In order to test this, the Companies propose
to add two treatment groups. Group One would receive a message from the Companies and a
peak time rebate on the day before a peak event, while Group Two would receive only a
notification and would not receive a rebate, allowing the Companies to determine the
effectiveness of the rebate in altering customer behavior and demand reductions.

6. Educate Competitive Retail Electric Service (“CRES”) Providers In

The Ohio Project Footprint And Work With Them On Billing
Options For Time Differentiated Pricing.

There is a significant amount of shopping in the Ohio Project footprint. Toward that end,
any ordered Phase Il should include educating registered CRES providers within CEI’s service
territory to educate them on the advanced metering capabilities in this footprint and to gauge
their interest in providing dynamic pricing options to customers.

7. Install Automated Meters On Some Commercial Customers.

Phase | of the CBS did not include commercial accounts. If Phase Il is to go forward, the
Companies suggest the replacement of two forms of commercial meters with automated meters,
which would involve up to 3,400 commercial customers based on the number of customers who
opt-out of getting the automated meter. A random drawing would decide the control group for
these commercial customers. If a commercial customer has an advanced meter installed and is
not part of the control group, the customer can be offered the $0.40 per kWh peak time rebate.
Commercial customers may not be offered enabling technology but may be educated on existing
time differentiated price options available from their local distribution utility and provided

targeted education materials about reducing energy and demand. Inclusion of commercial



customers could allow the Companies to determine the level of peak demand reduction

capability for commercial customers of this size.

V. SHOULD THE COMMISSION DIRECT THE COMPANIES TO IMPLEMENT
PHASE Il OF THE CBS, A MODIFICATION OF THE BUDGET IS
NECESSARY.

The Companies anticipate that the Ohio Project will be completed at approximately $6.7
million under the original projected budget of $72.2 million. As the Ohio Project is now
anticipated to be $6.7 million under budget, if the Commission direct the Companies to
implement Phase IlI, the Commission should authorize the Companies to reallocate the
corresponding $3.35 million of funds that are to be received from DOE to other aspects of the
Initiative outside of Ohio that are currently underfunded. In so authorizing, Ohio customers will
receive a reduction in what they otherwise would have been required to pay, without losing any
of the benefits originally anticipated, while allowing a more thorough study of other aspects of
the comprehensive Smart Grid Modernization Initiative Project.

VI. CONCLUSION
Based on the foregoing, the Companies respectfully request direction of whether they

should implement Phase Il of the CBS, as modified herein. If so, the Commission may also

approve the updated budget for Phase Il, which includes a $6.7 million reduction that generates
$3.35 million of DOE matching funds that will be utilized in other aspects of the Project outside
of Ohio, subject to the approval of the DOE. Further, the Companies request that the

Commission provide its direction on whether to proceed with Phase Il no later than November

14, 2012, in order to allow smart meter deployment and adequate marketing for Phase 1l of the

CBS to commence in a timely manner.
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Respectfully submitted,

/s/ Kathy J. Kolich
Kathy J. Kolich
FIRSTENERGY SERVICE COMPANY
76 South Main Street
Akron, OH 44308
(330) 384-4580
(330) 384-3875 (fax)
kjkolich@firstenergycorp.com

Attorney for Ohio Edison Company, The Cleveland
Electric llluminating Company, and The Toledo
Edison Company
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CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing Compliance Filing and Motion of Ohio
Edison Company, The Cleveland Electric Illuminating Company and The Toledo Edison
Company for Direction Regarding Phase Il of the Ohio Site Deployment of the Smart Grid

Modernization Initiative was served this 19th day of October, 2012, via e-mail upon the parties

below.
/sl _Kathy J. Kolich
Attorney for Ohio Edison Company, The Cleveland Electric
IHluminating Company, and The Toledo Edison Company
Samuel C. Randazzo Colleen L. Mooney
McNees Wallace & Nurick David C. Rinebolt
21 East State St., 17th Floor Ohio Partners for Affordable Energy
Columbus, OH 43215 231 West Lima St.
sam@mwncmh.com Findlay, OH 45840
cmooney2@columbus.rr.com
drinebolt@ohiopartners.org
Mark S. Yurick David F. Boehm
Taft Stettinius & Hollister LLP Michael L. Kurtz
65 East State St., Suite 1000 Boehm, Kurtz & Lowry
Columbus, OH 43215 36 East Seventh St.. Suite 1510
myurick@taftlaw.com Cincinnati, OH 45202
dboehm@bkllawfirm.com
mkurtz@bkllawfirm.com
Jeffrey Small Garrett A. Stone
Ann Hotz Michael K. Lavanga
Office of the Ohio Consumers’ Counsel Brickfield, Burchette Ritts & Stone, PC
10 West Broad St., Suite 1800 1025 Thomas Jefferson St., N.W.
Columbus, OH 43215 8th Floor, West Tower
small@occ.state.oh.us Washington, D.C. 20007
hotz@occ.state.oh.us mkl@bbrslaw.com
gas@bbrslaw.com
Theodore S. Robinson William Wright
Citzien Power, inc. Assistant Attorneys General
2121 Murray Ave. Public Utilities Section
Pittsburgh, PA 15217 180 East Broad St., 6th Floor
robinson@citizenpower.com Columbus, OH 43215

william.wright@puc.state.oh.us
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Joseph P. Meissner

Matthew D. Vincel

The Legal Aid Society of Cleveland
1223 West 6th Street

Cleveland, OH 44113

Phone: 216.687.1900
jpmeissn@lasclev.org
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This foregoing document was electronically filed with the Public Utilities

Commission of Ohio Docketing Information System on

10/19/2012 3:56:19 PM

Case No(s). 09-1820-EL-ATA, 09-1821-EL-GRD, 09-1822-EL-EEC, 09-1823-EL-AAM

Summary: Motion electronically filed by Ms. Tamera J Singleton on behalf of Ohio Edison
Company and The Cleveland Electric Illuminating Company and The Toledo Edison Company



