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l. INTRODUCTION

The Staff of the Public Utilities Commission of Ohio (“Commission”) recommended
that the Commission approve a Distribution Modernization Rider (“DMR Proposal”) to
provide incentives to the Ohio Edison Company, the Toledo Edison Company, and the
Cleveland Electric llluminating Company (“FE”) to begin grid modernization. In its initial
rehearing brief, the Office of the Ohio Consumers’ Counsel (“OCC”) urges the
Commission to approve division and allocation of the revenue requirement for the DMR
Proposal “on the basis of 50 percent kwh allocation and 50 percent Demand (4 Coincident
Peak).” Initial Rehearing Brief by The Office of the Ohio Consumers’ Counsel, et al. at
45 (Aug. 15, 2016) (“OCC Rehearing Initial Brief’). Staff recommends the revenue
requirement be split equally with half allocated based on an undisclosed demand basis
and the other half allocated based on energy. Post-Hearing Brief Submitted on Behalf of

the Staff of the Public Utilities Commission of Ohio at 13-14 (Aug. 15, 2016) (“Staff
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Rehearing Initial Brief”). For the reasons presented in the Initial Rehearing Brief of
Industrial Energy Users-Ohio (“IEU-Ohio”), the Commission should not approve the OCC
or Staff allocation methodologies. Instead, the proper allocation methodology for the

DMR Proposal, if it is approved, is based on distribution revenue.

Il IF_ THE COMMISSION APPROVES THE STAFF'S DMR PROPOSAL, IT
SHOULD ADOPT A RATE DESIGN BASED ON COST CAUSATION AND
WHICH SUPPORTS THE STATE'S EFFECTIVENESS IN THE GLOBAL
ECONOMY

The Staff recommends the DMR Proposal as a means of jump starting grid
modernization. Staff Ex. 15 at 15. Because the intended purpose of the rider is to provide
incentives to modernize the distribution system, basing the allocation fully on distribution
revenue is a logical and reasonable approach for assigning relative revenue responsibility
to customer classes that benefit from grid improvements. OEG Ex. 4 at 2. See, also,
Initial Brief on Rehearing by Nucor Steel Marion, Inc. at 6 (Aug. 15, 2016).

Additionally, the use of distribution revenue as a basis for allocation instead of a
generation based allocation is consistent with the goal of the State Electric Services
Policy to support Ohio’s effectiveness in the global economy. Increasing the costs of
these industries without also providing additional benefits may leave energy intensive
industries less competitive. A distribution revenue-based allocation will avoid a shift of

revenue responsibility that would increase the costs of these industries.

M. THE COMMISSION SHOULD NOT APPROVE ALTERNATIVE ALLOCATION
METHODOLOGIES FOR THE STAFF’'S DMR PROPOSAL BECAUSE THEY
ARE NOT SUPPORTED BY ANY RECORD

In its Initial Rehearing Brief, OCC states that the allocation methodology proposed

by OEG is “inappropriate because it would disproportionally allocate costs to residential
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consumers to the benefit of high usage industrial and commercial customers.” OCC
Rehearing Initial Brief at 44. In support of this criticism, OCC cites the total revenue
responsibility of the residential class. 1d. at 45. It then claims without record support that
an allocation “on the basis of 50 percent kwh allocation and 50 percent Demand (4
Coincident Peak)” would be “a more equitable distribution between a pure demand or
pure energy allocation.” 1d.

In its initial rehearing brief, Staff recommends that the revenue responsibility for
the DMR proposal be “allocated and charged on a 50/50 demand/energy basis” because
“[t]his is the most equitable treatment for all rate classes.” Staff Rehearing Initial Brief at
13-14. Staff does not offer any support for this recommendation except a citation to the
cross-examination of a Staff witness. Id. Additionally, Staff has not provided any
proposed rate information or bill impacts to support its recommendation.

The Commission should reject these alternative allocation recommendations
because they are not supported by the record.

R.C. 4903.09 requires the Commission to make findings of fact and base its
decision on those findings of fact. A decision not supported by the record is
unreasonable. In re Columbus S. Power Co., 128 Ohio St.3d 512, 519 (2011). Neither
OCC nor the Staff has provided any basis in the record to support their recommendations
concerning the allocation of the DMR revenue requirement. Without an adequate record,
there is no basis for the Commission to find that the OCC or Staff proposal is “more
equitable” or “the most equitable treatment of all rate classes.”

Additionally, OCC'’s claim that its proposed allocation would be more equitable

than a pure demand or a pure energy allocation is irrelevant. Even if OCC had provided
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some evidence to support the comparisons it was trying to make (and it did not), no party
is proposing either a pure demand or a pure energy allocation. By comparing its proposal
to a strawman that no one is advocating, OCC adds nothing to the resolution of the

allocation of the DMR revenue requirement.

IV. CONCLUSION

If the Commission authorizes the Staffs DMR Proposal, the Commission should
approve an allocation of the DMR revenue requirement based on distribution revenue.
Because this rider is proposed to provide an incentive for distribution infrastructure
modernization, an allocation based on distribution revenue responsibility ties revenue
responsibility to cost causation. This approach also is supported by the record. OEG EXx.
4. Additionally, an allocation methodology based on distribution revenue responsibility
would reduce the burden on Ohio’s energy intensive industries, relative to a generation-
based approach, in keeping with the goal of the State Electric Services Policy to ensure
the competitiveness of Ohio in the global economy.
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