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I. Introduction 

The Office of the Ohio Consumers’ Counsel (OCC) filed an application for rehearing 

in this docket on June 28, 2013, confusing its role with that of the Commission and its 

Staff, asking the Commission to rely on its preferences versus following the path laid out 

by the Commission for Ohio Power Company (“AEP Ohio” or “Company”) to work the 

Commission Staff to develop a plan for the distribution investment rider (DIR).  The facts 

are that the Company did meet with the Commission Staff to develop a plan, filed that 

plan with the Commission, and the plan meets the purpose of the establishment of the 

rider.  The standard to be met in this case is not the preference of OCC as an intervenor.   

The standard is the cooperation of the Company and the Staff to provide the Commission 

with notice of plan to recover prudently incurred distribution infrastructure costs to 

maintain AND improve reliability.  OCC’s application for rehearing incorrectly chooses 

to focus on only parts of the mission of the mechanism. The Commission order on May 

29, 2013 (DIR Order) approving the plan focuses on the entirety of the purpose. 



 2

II. Response to OCC’s Grounds for Rehearing 

AEP Ohio filed comments previously on February 1, 2013, responding to OCC’s 

comments filed in this docket.  Many of the issues raised in the application for rehearing 

were also raised OCC’s prior arguments.  AEP Ohio incorporates the points made in its 

previous comments in this memorandum contra the application for rehearing and asks the 

Commission to deny rehearing. 

A. AEP Ohio’s plan complies with the Commission’s order in Case 11-346-EL-
SSO et al. 
 

OCC incorrectly argues that the plan filed by Company does not comport with the 

structure ordered by the Commission in the August 8, 2012 Opinion and Order in Case 

11-346-EL-SSO et al. (“ESP II Order”).  OCC’s argument appears to rely on the 

Commission language dealing with the quantification of reliability improvements 

expected.  (OCC App. for Rehearing at 3-5).  OCC ignores the entirety of the Company 

filing and ignores a basic underlying premise of the investment mechanism to both 

maintain and improve reliability. 

 
1. OCC’s first ground for rehearing is without merit and relies on an 

incomplete view of the purpose of the Distribution Investment Rider. 
 
A review of the plan filed by the Company shows that AEP Ohio has quantified a 

tangible reliability improvement where applicable in the DIR Plan. These improvements 

are located under the column heading labeled "Measures for Reliability Improvements."   

As OCC states, AEP Ohio did work with Staff on each component of the plan and fully 

discussed the challenges of quantifying many of the given components since there are 

many asset renewal components to help address future reliability impacts, and not those 

which will be seen within a year of implementation.  
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As the Commission ordered the plan was to both maintain and improve reliability.   

It would appear that OCC believes that only programs that decrease the CAIDI/SAIFI 

numbers for the Company are worthy of inclusion in the program, but that assumption is 

false.  The Commission understood when approving the DIR that replacing the aging 

infrastructure before it fails is an important aspect of the DIR program. In fact, in the 

justification for the DIR in the ESP II proceeding, the Company described the need to 

ensure existing distribution equipment did not fail.1  The Commission then approved the 

plan to both maintain and improve reliability based on this testimony.  The DIR can 

include day to day capital investment items and is a mechanism for a capital return on the 

dollars invested outside of waiting for the next rate case filing. As the Commission stated 

in its Entry on Rehearing in the Company’s modified ESP II proceeding, “[t]he 

Commission found it necessary to adopt the DIR to maintain utility reliability as well as 

to maintain the general alignment of customer and utility service expectations.”  (11-346-

EL-SSO et al., January 30, 2013 Entry on Rehearing at Para. 50.)  The programs included 

in the DIR are related to the investment in the distribution operations related to customer 

service and are therefore properly included in the approved DIR focused on customer and 

utility service expectations. The Company and Commission Staff then worked together to 

develop a comprehensive plan to do both these actions.   

As discussed with the Staff when complying with the ESP II Order to work 

cooperatively to devise a plan, there are many ways to quantify reliability impact outside 

of using an overall SAIFI/CAIDI value.  Not everything done in the plan will be to 

address a current issue reflected in the SAIFI/CAIDI numbers.  Workplans such as 

                                                 
1  The Company attached the testimony of Company witness Thomas Kirkpatrick from the ESP II 
proceeding describing the purpose of the request for the DIR program to both maintain and improve 
reliability. 
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underground cable replacement will have a huge reliability impact on those immediate 

customers served by that underground cable, although you will not see any impact in the 

overall CAIDI/SAIFI values due to the lower customer count affected by most 

underground subdivisions. If you focused on a SAIFI/CAIDI value only for a program 

such as that, you would think it would add little to no value to do the program, but in fact, 

the program is of huge significance to older subdivisions with aging underground cable. 

 The Company and Commission Staff presented the Commission with a plan that 

looked at the distribution system as a whole, addressed all the needs it could at this time, 

and recognized a structure to ensure ongoing interaction and adjustments based on what 

is learned as the plan is implemented or other issues arise.  The Company is attempting to 

manage a distribution system and the plan approved by the Commission recognizes that 

fact.  The attack on the Commission order is OCC’s limited view of the overall purpose 

of distribution investment and on the work that the experts from the Company and the 

Staff, charged by the Commission to oversee the day-to-day operations of utilities, who 

worked cooperatively together to merge the reality of managing a company and the needs 

of the regulator in a comprehensive plan that would make sense.  That is what the 

Commission approved and OCC’s opinion focused on only part of the picture is not a 

valid ground for rehearing and should be denied. 

The Company included an expected reliability improvement, where applicable, based 

on each individual program in the Workplan. Where a reliability improvement would not 

be expected, in such cases as proactive distribution infrastructure replacement, no 

improvement was reflected since that work would instead address future outages and 

ensure system performance does not deteriorate.  The Company therefore has complied 
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with the Commission Order by quantifying the expected improvements based on each 

program of the DIR Workplan. 

 
2. OCC’s second ground for rehearing reiterates its first and is also without 

merit because it relies upon false assumptions based on OCC’s narrow view 
of the Commission’s ESP II Order.   

 
In its second ground for rehearing, OCC relies upon the same contention that the 

Workplan approved by the Commission did not quantify reliability improvements, and 

therefore states that customers should not be required to pay for improvements.  (OCC 

App. for Rehearing at 5-6.)  OCC also suggests that the Company will not comply with 

future Commission orders making any representations in the Commission’s DIR Order 

ineffective.   

Again, OCC appears to provide an opinion without all the facts.  As indicated above, 

the plan filed did indicate reliability improvement in a number of areas where 

improvement could be quantified.  In other areas the plan provided real improvements to 

real customer subsets that cannot be quantified in a CAIDI/SAIFI number but will have 

an absolute impact on customers.  And in still other cases the plan prevents potential 

future reliability problems by replacing aging infrastructure before it fails.  These are the 

issues discussed and developed in the conversations with Commission Staff while 

working cooperatively to develop the plan.  The Commission directed its Staff and the 

Company to work together to discuss these issues and develop the best way to present a 

plan in the absence of litigants questioning every move from their typical litigation 

positions.  The Commission provided a process for the Company and its Staff to get into 

the details and develop a workable plan that would foster cooperation and oversight in the 
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coming years so the Commission Staff would understand the hurdles a utility deals with 

in its day-to-day practice running a distribution company.   

OCC’s argument that the Company did not comply with the DIR Order and therefore 

are unlikely to comply with the DIR Order for the 2014 workplan is an inappropriate 

statement.  OCC’s indictment of the Company’s actions in this docket to date is also an 

accusation that the Commission Staff did not follow the ESP II Order and that the 

Commission’s approval of the plan also did not comply.  OCC mistakes its preferences 

for how it would approach the issue (an approach that fails to recognize the very real 

need to replace aging assets before failure) with compliance with past Commission 

orders.   

It only takes one read of the Workplan to see that the plan developed by AEP Ohio 

and the Staff seeks to understand the benefit to the customer, even without a linked SAIFI 

or CAIDI value.  OCC mistakenly argues that it will be difficult to evaluate the 

effectiveness of the plan.  (OCC App for Rehearing at 6.)   Ignored by OCC is the fact 

that the Commission audits AEP Ohio on this work to ensure money is being spent 

correctly in these work plan categories.  OCC should not use this rehearing application to 

provide it an avenue to assume the role of the Commission as prudency judge.  The 

Commission has set up a check and balance for this rider mechanism.  OCC should allow 

the Commission and its Staff to do its work and not be accused of unlawfully or 

unreasonably acting when it develops a system under its discretion and has the 

appropriate checks and balances in place to review actions in that action.  OCC’s request 

for rehearing should be denied.  
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B. The DIR is properly focused on the merged Ohio Power Company 
distribution system as a whole and not a redundant application of programs 
in two distribution companies.   

 
OCC’s third ground for rehearing seeks to force the Company to divide its efforts in 

its DIR Workplan into two separate categories to recognize that the merged AEP Ohio 

used to be two companies and therefore should be managed under a DIR for two 

companies.  (OCC App. for Rehearing at 7-8.)  OCC relies upon the two rate zones still 

in existence for AEP Ohio and the reliability standards established in 2010, when there 

were two different companies.   

Ohio Power and Columbus Southern Power companies have officially merged into 

Ohio Power Company. Although distribution rates may be different for the two rate zones 

due to deferrals, the DIR rate for both zones is the same. More importantly, operationally 

there is only one company which is AEP Ohio.  AEP Ohio can no longer split spend cost 

based on a company which no longer exists.  The purpose of a merger is not to maintain 

pre-merger functions and operations.  The Commission found the basis for the two rate 

zones based in the wrapping up of deferrals from past actions.  Requiring ongoing 

separation of the business functions just to perpetuate the existence of separate companies 

that no longer exists voids the approved merger.  

OCC argues that the fact that the AEP Ohio has two reliability standards for each of 

the former companies is a reason to require separation of the Workplan into two 

companies.  That argument is also without merit because the reliability standards were set 

before the merger and are under review to recognize the merger.  The fact is that 

Columbus Southern Power Company does not exist.  AEP Ohio filed for new reliability 

standards in June of 2012 in Case No. 12-1945-EL-ESS.  The Company has moved 
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operations to a combined company and has made filings to recognize that reality.  OCC’s 

argument seeks to ignore the reality of the merger.  The Workplan developed by the Staff 

and Company and then approved by the Commission understands the DIR is more 

effective if it is allowed to operate and address the distribution system as a whole.  

OCC’s ground for rehearing should be denied.     

The OCC comments were also directly addressed in the Commission’s Entry on 

Rehearing in the Company’s modified ESP II proceeding where the Commission denied 

Kroger’s request to separate the DIR into unique costs for unique parts of each rate zone.   

(11-346-EL-SSO et al., January 30, 2013 Entry on Rehearing at Para. 49.)  Specifically, 

the Commission pointed out that the DIR is a new plan approved in the ESP (after the 

merger) and will address AEP Ohio as a whole.  (Id.)  The Commission pointed out that 

maintaining separate and distinct DIR accounts and actions would be continuing CSP and 

OP as separate entities and that is not the intent of the DIR.  (Id.)  The Commission 

already spoke on this matter in the modified ESP Rehearing and should apply that same 

position to the same argument being made under this docket.  OCC’s ground for 

rehearing should be denied.  

C. OCC’s argument on the interaction between Staff and the Company is an 
improper request for rehearing of the ESP II Opinion and Order.   

 

OCC asserts in its fourth ground for rehearing that the Commission acted unlawfully 

or unreasonably by relying on information provided to its Staff in the development of the 

plan.  (OCC App. for Rehearing at 8-9.)  OCC ignores the fact that the Company was 

instructed to work with the Commission Staff to develop the plan and file the results with 

Commission in the ESP II Order.  Any attack on the process provided by the Commission 



 9

in the development of this plan ordered in the ESP II Order is now an untimely request 

for rehearing of that August 2012 order.   

AEP Ohio followed the Commission ESP II Order to work with Staff and develop a 

comprehensive DIR Workplan. The Commission ordered the Company to “work with  

Staff to develop the DIR plan and file the plan for Commission review in a separate 

docket by December 1, 2012.”  (ESP II Order at 47.)  The Company worked with the 

Staff and developed a plan and filed that plan as instructed by the Commission.  The 

order did not state that every iteration of the plan needed to be docketed for OCC review 

and approval.  Once a plan was agreed upon, then the plan was made available publically 

for comment and feedback.  

OCC’s ground for rehearing is an improper and untimely request for rehearing of the 

August 2012 ESP II Order.  The Commission approved the DIR mechanism, approved 

the audit process for the DIR spending, and instructed the Company to work with its Staff 

to develop the DIR Workplan in the ESP II Order.  (ESP II Order at 46-47.)  OCC now 

takes issue with the discretion exercised by the Commission in that proceeding and the 

interactions between the Commission Staff and the Company.  According to R.C. 

4903.10, and O.A.C. 901-1-35, OCC has thirty days from the Opinion and Order to seek 

rehearing.  This completely separate compliance docket is not the appropriate place to 

appeal the initial Commission decision.  

The process laid out by the Commission served to direct the Company to work with 

the Commission Staff to develop a DIR Work Plan, file the Work Plan in a public docket, 

and allowing for a comment period to ensure input on that result.  The Company and 

Staff have complied with the Commission’s directive and developed a manner to revisit 
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the programs and learn from the implementation of the plan.   OCC had the opportunity 

to raise specific concerns.  Now the Commission can consider those comments and allow 

the Company to implement the plan with the Commission-ordered review process already 

in place.  The Commission need not entertain the attack on the exercise of its discretion 

in setting up this process in the ESP II Order.  OCC’s ground for rehearing should be 

denied. 

III. Conclusion 

Ohio Power respectfully requests the Commission consider the comments 

provided in response to the Application for Rehearing and uphold the May 29, 2013 

Opinion and Order in this case. 

Respectfully submitted, 

     //ss//Matthew J. Satterwhite   
Matthew J. Satterwhite  
Steven T. Nourse    
Yazen Alami 
AMERICAN ELECTRIC POWER CORPORATION 
1 Riverside Plaza, 29th Floor 
Columbus, Ohio  43215 
Telephone:  614-716-1915 
Fax:  614-716-2950 
mjsatterwhite@aep.com 
stnourse@aep.com  
yalami@aep.com  

 

      Counsel for Ohio Power Company  
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Richard Sites 
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Zachary D. Kravitz 
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zkravitz@taftlaw.com  
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ATTACHMENT  

 

Testimony of Thomas Kirkpatrick  

-filed March 30, 2012 in 11-346-EL-SSO et al. 
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