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This case concerns whether Ohioans will pay alibilbn dollars to Ohio Power
Company (“AEP Ohio”) for expansion of smart grighieology in a large portion of its
service territory. In the Order in this casehe Public Utilities Commission of Ohio
(“PUCO”) approved a Settlemérthat, among other things, would require consurters
pay for the installation of 894,000 smart metersravfour-year period, plus additional
technology to be installed over a six-year pefiod.

The Office of the Ohio Consumers’ Counsel (“OCQGiifially opposed the
Settlement. But, as part of a Global Settlementler cases, OCC agreed to withdraw
its opposition to the Settlement in this case osmlas certain conditions are meThe
conditions are that residential customers will gaypercent of the gridSMART Phase 2

costs (instead of 62.4 percent, as proposed iBd¢tilement), and that the PUCO would

! See AEP Ohio Ex. 1 (Osterholt Direct Testimony), Exhi®SO-1 at 9.
2 Opinion and Order (February 1, 2017).

% Joint Ex. 1.

* Order at 8.

® In the Matter of the Commission Review of the Capacity Charges of Ohio Power Company and Columbus
Southern Power Company, Case No. 10-2929-EL-UNC, et al., Joint Stipulatimd Recommendation
(December 21, 2016) at 14-15.



approve the annual prudency audit and a reviewebperational cost savings credit as
modifications to the SettlemehtThe PUCO addressed both conditions in its Omler i
this case.

OCC is filing this Application for Rehearing dueddiming concern. The Order
(issued on February 1, 2017) in this case recogrimt OCC does not oppose the
Settlement so long as the PUCO gifieal approval to the conditions ioth the Global
Settlementind the Settlement in this caseThe Order in the Global Settlement case was
issued on February 23, 203W;ith applications for rehearing due on March 271 2and
an entry on rehearing contemplated thirty days #fi@. In the Global Settlement case,
only after no applications for rehearing are filedafter the PUCO denies any filed
application for rehearing, will there be “final appal” of the conditions. Should the
PUCO modify its Global Settlement Order in respatasan application for rehearing
(due by March 27, 2017), then the conditions forGX@ not oppose the Settlement in
this case will not have been met. And at thatdiatie, OCC would have foregone its
opportunity to oppose the Settlement in this caseebearing, as the time would be long
passed for OCC to file an application for rehearing

So out of an abundance of caution, due to the grnssue discussed above, OCC
files this Application for Rehearing of the PUC@sder in this case, to protect

residential customers’ rights. Should the Gld®ettlement Order become a final

®1d.
" Global Settlement at 14; Order at 25.
8 Case No. 10-2929-EL-UNC, Order (February 23, 2q1GJobal Settlement Order”).

2



appealable order that adopts the Global Settleinétst entirety? OCC will withdraw
this Application for Rehearing and the PUCO wilt have to rule on it.

With the above discussion in mind, absent finalrapal of the conditions for
OCC'’s non-opposition to the Settlement in this daseugh a final appealable order in
the Global Settlement case, the PUCO’s Order mdase is unlawful and unreasonable
in the following respects:

1. Absent approval of the conditions for OCC’s non-afifion to the
Settlement in a final appealable order, the Org@niawful because it
does not provide sufficient detail to support thé&®’s conclusion that
the Settlement is the product of serious bargaiamgng capable,
knowledgeable parties, in violation of R.C. 4903.09

2. Absent approval of the conditions for OCC’s non-agpon to the
Settlement in a final appealable order, the Ondehis case is unlawful
because it does not show that the signatory pdréies a diversity of
interests, in violation of R.C. 4903.09.

3. Absent approval of the conditions for OCC’s non-@gpon to the
Settlement in a final appealable order, the Ondehis case is
unreasonable because residential consumers asfiuheefanancial risks
from Phase 2 deployment up-front, and would payrfare for Phase 2
deployment than they would realize in operatioreaiddits.

4. Absent approval of the conditions for OCC’s non-agipon to the
Settlement in a final appealable order, the Ondehis case is
unreasonable because it allows costs for Volt-Matir@ization to be
collected through the gridSMART 2 rider insteadhad Distribution
Investment Rider, as directed by the PUCO, whichld/onreasonably
increase consumers’ electric bills.

5. Absent approval of the conditions for OCC’s non-agpon to the
Settlement in a final appealable order, the Ondehis case is
unreasonable because there is no guarantee thatmrs will realize the
technological benefits from Phase 2 deploymentn ¢ékeugh customers
will pay all the costs associated with the deplogtme

6. Absent approval of the conditions for OCC’s non-agipion to the
Settlement in a final appealable order, the Ondehis case is

° That is, the Order is left intact because no apfibns for rehearing are filed or all applicatidos
rehearing are deniedsee R.C. 4903.11.



unreasonable because it approves a stipulatiowithiates important
regulatory principles and practicésat would cost consumers more
money.

The grounds for this Application for Rehearing se¢forth in the accompanying
Memorandum in Support.
Respectfully submitted,
BRUCE WESTON (0016973)
OHIO CONSUMERS’ COUNSEL

/s Terry L. Etter
Terry L. Etter (0067445), Counsel of Record
Assistant Consumers’ Counsel
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Columbus, Ohio 43215-3485

Phone: 614-466-7964 (Etter direct)
Terry.etter@occ.ohio.gov

(willing to accept email service)

Kimberly W. Bojko (0069402)
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BEFORE
THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Application of Ohio)
Power Company to Initiate Phase 2 of ) Case No. 13-1939-EL-RDR
Its gridSMART Project and to Establish)
the gridSMART Phase 2 Rider. )

MEMORANDUM IN SUPPORT

INTRODUCTION

Under the Order in this case and the Global Se¢tgr®rder, the costs associated
with gridSMART Phase 2 were reallocated so thatiesgial consumers would pay a
more equitable share of costs than they would papugh the Settlement. However,
neither the Order in this case nor the Global &eitint Order is yet a final appealable
order. That occurs when the rehearing processnmtete’’

Without the cost reallocation in the Global Setiait the Settlement in this case
does not meet the PUCQ'’s test for approving seétlgm Hence, if the Global
Settlement Order becomes a final appealable ond¢idbes not accept the conditions for
OCC'’s non-opposition to the Settlement, the Ordehis case is unreasonable and

unlawful.

Il. STANDARD OF REVIEW
Applications for rehearing are governed by R.C.3190. The statute allows that,
within 30 days after issuance of a PUCO order, ‘aarty who has entered an

appearance in person or by counsel in the procgeday apply for rehearing in respect

YR.C. 4903.11.



to any matters determined in the proceeding.” Q&c&h intervenor in this proceedifry,
and participated in the hearing in this case. @ie@ testimony, an initial post-hearing
brief, and a reply brief.

R.C. 4903.10 requires that an application for rehgamust be “in writing and
shall set forth specifically the ground or groutiswhich the applicant considers the
order to be unreasonable or unlawful.” In additidmio Adm. Code 4901-1-35(A)
states: “An application for rehearing must be agoanied by a memorandum in support,
which shall be filed no later than the applicationrehearing.”

In considering an application for rehearing, R.@03.10 provides that “the
commission may grant and hold such rehearing omthiger specified in such
application, if in its judgment sufficient reasdretefor is made to appear.” The statute
also provides: “If, after such rehearing, the cosswn is of the opinion that the original
order or any part thereof is in any respect urpnstnwarranted, or should be changed,
the commission may abrogate or modify the samesrafise such order shall be
affirmed.” As shown herein, if the Global Settlemh®rder becomes a final appealable
order without the conditions for OCC’s non-oppasitio the Settlement, the statutory

standard to modify the Order is met here.

1 0CC’s Motion to Intervene was granted in an Edeged June 13, 2013 (at 3).
2



1. ERRORS
A. Absent approval of the conditions for OCC’s nonepposition to the
Settlement in a final appealable order, the Orders unlawful because it
does not provide sufficient detail to support the BCO’s conclusion that

the Settlement is the product of serious bargainingmong capable,
knowledgeable parties, in violation of R.C. 4903.09

R.C. 4903.09 requires the PUCO to file, in contdstses, “findings of fact and
written opinions setting forth the reasons prongptime decisions arrived at, based upon
said findings of fact.” The PUCO must show, infignt detail, the facts in the record
upon which the order is based and the reasonihmfet! in reaching the conclusioh.
Without the conditions for OCC’s non-oppositionthe Settlement in a final appealable
order, the Order in this case does not meet thjpgimement.

In its Order in this case, the PUCO provided soaxek@round in the record
regarding the signatory parties’ view of whether 8ettlement meets the first prong of
the three-prong tes$t. But the PUCO did not tie the record to its cosimn. Instead, the
PUCO made four statements:

* “With respect to the first prong of the Commiss®ttiree-part test, we
first note that this matter has been pending fardhree years and
involved the comments and reply comments by mae thdozen parties,
which included environmental, residential and indakadvocate groups,

and included four days of hearings from seven sites.**

12 5ee MCI Telecommunications Corp. v P.U.C., 32 Ohio St. 3d. 306, 513 N.E.2d 337 (1987).
3 Order at 17-19.
“1d. at 19.



* “In determining whether a settlement is the prodifcterious bargaining
among capable, knowledgeable parties, we condigezxtent of
negotiations and the diversity of the negotiatiagties, but there is no

requirement that any particular party be a sigwyaiosatisfy this first

15

prong.
* “Further, there is no evidence in the record heat &ny class of
customers was excluded from the settlement negmtiin this case'®
* “Moreover, we note the Company’s commitment todfreation of the
GS2 Collaborative in the Stipulation, and we tthstt OCC and OPAE
will fully participate in addressing the concerassed in this proceeding
as these new technologies and systems are insiialted AEP Ohio
service territories™
Based on these statements, the PUCO stated th&ettiement meets the first
prong®® This is inadequate for parties, and the Supremet®f Ohio if the case is
appealed, to discern the PUCQO'’s reasoning behsncbitclusion.
OCC raised concerns about the seriousness of gaiagons concerning a
number of provisions in the SettleméhtThe provisions include: the doubling of the

Volt-Var Optimization (“VVO”)?° program from 80 circuits, as proposed in AEP Ghio’

151d. (citations omitted).

181d. at 20 (citations omitted).

Y1d.

¥ld.

9 OCC Ex. 13 (Lanzalotta Testimony) at 4-6; OCCi#niBrief at 4-9.

2yVO refers to technology which monitors the voktaand the reactive power needs on each segment of a
distribution circuit and adjusts each on a segrbgrgegment basis, thereby lowering the overallayer
voltage on the distribution circuit and reducingds and consumption.
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original Application, to 160 circuits; the breakdowf costs and benefits for the VVO
program by circuit and substation; and that VVOIldgment will be prioritized for
circuits serving Ohio Hospital Association memberdhe VVO expansion more than
doubled the cost of the Phase 2 VVO deploymentAEd& Ohio originally proposed.
The estimated cost per-circuit to install VVO iresed from $250,000 in the Application
to $334,000 in the Settlemé?it.This cost increased, in part, because more ekmens
labor resources from outside AEP Ohio would be dseateploy VVO on 160 circuits
The PUCO should have explained in more detail widgiermined that the
Settlement meets the first prong of the testfaitare to do so violates R.C. 4903.09.
B. Absent approval of the conditions for OCC’s nonepposition to the
Settlement in a final appealable order, the Ordern this case is unlawful

because it does not show that the signatory partidgve a diversity of
interests, in violation of R.C. 4903.09.

In reviewing stipulations, the PUCO considers whkethe stipulation is the
product of serious bargaining among capable, kndgdable parties. As part of this
review, the PUCO has long considered the diverdithe signatory parti€s. For

example, in AEP Ohio’s 2011 Distribution Investm&indler (“DIR”) case, the PUCO

2L OCC Ex. 13 (Lanzalotta Testimony) at 5, n. 7.

22 Compare AEP Ohio Ex. 2, Attachment A at 8 to AHRACExX. 1 (Osterholt Direct Testimony), Exhibit
SSO-1 at 8.Seealso Tr. Vol. | at 59.

% See OCC Ex. 13 (Lanzalotta Testimony) at 18.

% See, e.g., In the Matter of the Restatement of the Accounts and Records of The Cincinnati Gas & Electric
Company, The Dayton Power and Light Company, and Columbus & Southern Ohio Electric Company,
Case No. 84-1187-EL-UNC, Opinion and Order (Novenfite 1985), 1985 Ohio PUC LEXIS 9, 71
P.U.R.4th 140in the Matter of the Application of Vectren Energy Delivery of Ohio, Inc. for Approval,
Pursuant to Revised Code Section 4929.11 of a Tariff to Recover Conservation Expenses and Decoupling
Revenues, Case No. 05-1444-GA-UNC, Supplemental Opinion @nder (June 27, 2007) at 1%;the
Matter of the Application of Columbus Southern Power Company and Ohio Power Company, Individually
and, if Their Proposed Merger Is Approved, as a Merged Company (collectively, AEP Ohio) for an
Increase in Electric Distribution Rates, Case No. 11-351-EL-AIR, et al., Opinion and Or{@ecember 14,
2011)at 9.



stated that “the signatory parties represent a&waaf diverse interests, including the
Companies, residential customers and consumer adyagoups, industrial and
commercial customers, environmental advocacy graams Staff.?> In fact, the PUCO
has touted the diversity of signatory parties stijpulation®®

Because, absent approval of the Global Settlentefilea in a final appealable
order, the Settlement in this case unfairly allesajridSMART Phase 2 costs to
residential consumers, the diversity of the signaparties to the Settlement is a
significant issue in this case. The Settlemensdux represent a diversity of interests
because it was not signed by any representativesafential customers, who will pay
more than 60 percent of the costs of Phase 2 deot/unless the Global Settlement is
approved as filed” Only OCC is the statutory representative of Ohiesidential
customer£® and OCC declined to join the Settlement. Morep@étio Partners for
Affordable Energy (“OPAE”) — which advocates fofatiable energy policies for low
and moderate income Ohio&hs also did not sign the Settlement.

The PUCOQO'’s Order did not address that the sigregdd the Settlement did not
include representatives of residential consumeéte pre-eminent issue in this
proceeding is the charges to be imposed upon rdgtleonsumers from Phase 2

outweigh the benefits that residential consumelisrageive. Thus, the PUCO should

% Case No. 11-351-EL-AIR, Opinion and Order at 9.

% |n the Matter of the Application of Ohio Edison Company, The Cleveland Electric Illuminating Company

and The Toledo Edison Company for Authority to Provide a Sandard Service Offer Pursuant to R.C. §
4928.143 in the Form of an Electric Security Plan, Case No. 14-1297-EL-SSO, Opinion and Order (March
31, 2016) at 43.

27 OCC Ex. 13 (Lanzalotta Testimony) at 4-5.
#R.C. 4911.02.
29 See OPAE Motion to Intervene (October 18, 2013), Meamztum in Support at 1.

6



have explained how it could approve the Settlerges@n that no signatory parties
represent residential customers. This violates B903.09. If the PUCO does not
approve the Global Settlement as filed in a finpgdesalable order — so that Phase 2 costs
are reallocated in more equitable manner for residleconsumers — the PUCO should
modify the Order to reallocate the costs as pravideghe Global Settlement.
C. Absent approval of the conditions for OCC’s nonepposition to the
Settlement in a final appealable order, the Ordern this case is
unreasonable because residential consumers assuntiglze financial risks

from Phase 2 deployment up-front, and would pay famore for Phase 2
deployment than they would realize in operational bnefits.

If the Global Settlement is not approved as filea ifinal appealable order, the
Order in this case unreasonably misaligns Phasst® eand benefits, to the detriment of
residential consumers. Without the reallocationasts in the Global Settlement,
residential consumers would pay an unfair proportbPhase 2 costs. Under the
Settlement in this case, for example, residentiatamers would pay 62.4 percent of the
Phase 2 costs and non-residential customers wayl@1.6 percent of the cosSts AEP
Ohio would begin collecting these costs from cusimirom the moment its Phase 2
tariff becomes effective. Thus, residential constswould likely begin paying for
Phase 2 costs even before the project has beguiceatainly before benefits of Phase 2
start accruing to therit.

The record in this case shows that the vast mgjofiPhase 2 benefits result

from improved reliability*®> Reliability benefits make up 77 percent of thairdled cash

3 0CC Ex. 13 (Lanzalotta Testimony) at 21

%1 The $400,000 operational savings credit wouldbeoincluded in the Phase 2 rider calculations il
fourth quarter of the first year of Phase 2 deplegtn Stipulation at 10.

32 See AEP Ohio Ex. 1 (Osterholt Direct Testimony), Exhi®SO-1 at 9.
7



view total benefits, and 76 percent of the netgmesalue view benefits. Yet, nearly
all reliability benefits — 98.4 percent — accruetmnmercial and industrial customéfs.
Residential consumers would receive only 1.6 pérckthe Phase 2 reliability beneffts.

Most of the claimed benefits for residential custosnrom the Settlement would
come from operations and maintenance and from gfuegacity*® But even then,
residential customers would receive only $272 onillin total benefits over the 15-year
period®’ This is approximately only 19 percent of the kbienefits for Phase ¥,

Absent the Global Settlement’s cost reallocatiesjdential customers could pay
as much as $322 million in Phase 2 costs, butveasily $272 million in benefit$
Thus, the costs to residential customers couldezkteeir benefits by $50 millioff. The
allocation would result in a negative benefit/awsto for residential customefs. This is
unreasonable, and does not benefit consumers puttie interest. Unless the Global
Settlement as filed is approved in a final appdealabder — so that Phase 2 costs are
reallocated more equitably for residential consiwgrethe PUCO should modify the

Order in this case to adopt the reallocation ofscas provided in the Global Settlement.

33 0CC Ex. 13 (Lanzalotta Testimony) at 23.
% 1d. at 24, Table 3.

*1d.

*d. at 27, Table 5.

¥1d.

31d. Mr. Lanzalotta explained that the residential costoclass’s share of the total benefits, $272 omilli
divided by $1.426 billion equals 0.191, or abou¥i9

¥d.
401d. at 28.
“d.



D. Absent approval of the conditions for OCC’s nonepposition to the
Settlement in a final appealable order, the Ordern this case is
unreasonable because it allows costs for Volt-Var @imization to be
collected through the gridSMART 2 rider instead ofthe Distribution
Investment Rider, as directed by the PUCO, which wad unreasonably
increase consumers’ electric bills.

If the Global Settlement as filed is not approveda ifinal appealable order, the
Order in this case would unreasonably allow VVGaedl costs to be collected through
the wrong rider. In AEP Ohio’s second electriciséyg plan case, the PUCO ruled that
costs associated with VVO should be collected thhodEP Ohio’s DIR** To protect
consumers, the PUCO capped the costs they mushgaygh the DIR?

The Settlement, however, would allow the Phasesgsanf VVO to be collected
from consumers through the uncapped gridSMART PBRasser, not through the capped
DIR.** This would mean that AEP Ohio’s residential cansts would pay more for
their electric service.

This is important because residential consumehs’ bave increased substantially
since 2009 due to the various riders AEP Ohio hmgdemented through the years. For
example, in May 2016 the average electric billfEsidential customers using 750 kWh
in AEP Ohio’s Columbus Southern Power rate zone$t£8.93* But in May 2009,

the average bill for a Columbus Southern Powedesdial customer using 750 kWh was

2 See OCC Ex. 13 (Lanzalotta Testimony) at 19, citinghe Matter of the Application of Columbus
Southern Power Company and Ohio Power Company for Authority to Establish a Sandard Service Offer
Pursuant to 84928.143, Ohio Rev. Code, in the Form of an Electric Security Plan, Case No. 11-346-EL-
SSO, et al, Opinion and Order (August 8, 2012)Yat 6

“3In the Matter of the Application of Ohio Power Company for Authority to Establish a Sandard Service
Offer Pursuant to R.C. 4928.143, in the Form of an Electric Security Plan, Case No. 13-2385-EL-SSO,
Opinion and Order (February 25, 2015) at 47. Gusts pay no more than $146.2 million in 2016, $170
million in 2017, and $103 million for the first #vmonths of 2018 through that rider.

* See Joint Ex. 1 at 9.
%> 0CC Ex. 21 (Williams Testimony) at 14.



$80.65° That's $23.28 more than seven years earlier, ere@se of 28.9 percent. In
addition, in May 2016 the average electric bill fesidential customers in AEP Ohio’s
Ohio Power rate zone who use 750kWh was $10%.1or an Ohio Power residential
customer using 750 kWh the average bill was $6B190ay 2009 That's an increase
of $43.29 — 67.7 percent more — in seven yearsingaonsumers pay even more for
Phase 2 VVO costs does not benefit the consumehe grublic interest.

The Global Settlement helps ease the burden oruomers. Under the Global
Settlement, residential consumers’ monthly billaidalecrease, not increasé’ This
would counter the effect of collecting VVO costsrfr consumers through the wrong
rider. Thus, in order to make the Order in thiseceeasonable, the Global Settlement as
filed must be approved in a final appealable ordethe Global Settlement is not
approved as filed in a final appealable order RO should modify the Order in this
case so that the VVO costs are collected from aoessi through the DIR.

E. Absent approval of the conditions for OCC’s nonepposition to the

Settlement in a final appealable order, the Ordern this case is
unreasonable because there is no guarantee that tmsiers will realize

the technological benefits from Phase 2 deploymergyen though
customers will pay all the costs associated with ¢hdeployment.

There are risks that the technology underlyinga@neore of the Phase 2
programs will not produce the projected benefitshe expected operational and/or
investment benefits from the Phase 2 programs tdmaterialize, or are smaller than

what was assumed in estimating expected bendfén,donsumers will not receive the

®1d. at 15.
“1d. at 14.
*1d. at 15.
*9 See Global Settlement Order at 43.
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projected Phase 2 benefits. This approach putkalfinancial risk for the Phase 2
programs on consumers.

There is also a risk that by deploying the techggloow, equipment could
become obsolete sooner. This would advance thethiat the equipment would need to
be replaced in order to properly interface with$lstems that provide consumers with
the tools to monitor and control their usage. EBhasnefits claimed in the Settlement
cannot come to fruition if the technology becombksatete.

The Order in this case doubles the number of dsdbat will have VVO
technology installed, as compared to AEP Ohio’slf&sation. Instead of 80 circuits, the
Order would allow VVO to be installed on 160 cirtsui Doubling the size of the
proposed VVO installation increases the capitat obsstalling VVO technology from
$250,000 per distribution circuit in the Applicatito $334,000 per circuit. The
increased cost is due, in part, to the need tonuse expensive labor from outside AEP
Ohio to deploy the technology on 160 circiftsif the Global Settlement as filed is not
included in a final appealable order, residenttadstimers would bear an unfair share of
the cost of this deployment.

But consumers might not realize the promised bengbm the large-scale VVO
deployment. The deployment is based on studieslyf17 circuits with VVO
technology installed in Phase™Lt is likely that AEP Ohio’s 17-circuit pilot pggam
did not result in AEP Ohio learning everything @aals to know about installing this

technology and operating it system-wide.

0 See OCC Ex. 13 (Lanzalotta Testimony) at.18
*lseeid. at 17.
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A more moderate sized deployment of VVO would hpeanitted AEP Ohio to
learn more about installing and operating the tetdgy>? A less ambitious VVO
deployment could also permit AEP Ohio to use leg®nasive internal labor for its
deployment, as was done in Phase 1. Without theflbg in the Global Settlement, the
expanded VVO deployment allowed in the Order is ttase could needlessly cost
consumers millions of dollars.

Further, alleged reliability improvements attribdite installation of Distribution
Automation Circuit Reconfiguration Outage ReductftibACR”) technology might not
occur. The data presented by Mr. Lanzalotta (plediby AEP Ohio) contradict
assertions made in AEP Ohio’s Application. The Wgagtion claimed that the 2013
performance of the DACR circuits as having initedults more favorable than 2012,
which also was improved over the previous y&8aAEP Ohio based its predictions of
future DACR performance on the claims in its Apation. But, as Mr. Lanzalotta noted,
AEP Ohio’s predictions were faulty. Mr. Lanzaldgtéestimony also shows the Phase 1
DACR feeders, excluding major events, became kdgsbie over the 2013-2015
timeframe, not more reliable as AEP Ohio claiméd.

Without the consumer benefits found in the Globettl®ment, the Order in this
case would cost Ohioans more, without a guarahiethey will receive better and more
reliable service. If the Global Settlement agfile not approved in a final appealable
order, the PUCO should modify the Order in thised@sreduce the amount residential

consumers pay by reallocating the costs as providdte Global Settlement.

2d.
%3 See AEP Ohio Ex. 2, Attachment A at 4.
* OCC Ex. 13 (Lanzalotta Testimony) at 31, Table 6.
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F. Absent approval of the conditions for OCC’s nonepposition to the
Settlement in a final appealable order, the Ordern this case is
unreasonable because it approves a stipulation thatolates important
regulatory principles and practices that would costonsumers more
money.

Without the consumer benefits contained in the @l&ettlement, several
important regulatory principles and practices wdugdviolated. For one, absent the
Global Settlement’s reallocation of Phase 2 cdltsgconomic justification of Phase 2
projects is discriminatory. The estimated religpibenefits, which make up more than
75 percent of the total 15-year cash benefits ptegefor the Phase 2 projects, accrue
primarily to commercial and industrial customerssies’®> But more than 60 percent of
the costs of the Phase 2 projects are allocategstdential customers.

In addition, without the consumer benefits contdiirethe Global Settlement the
Order would approve the Settlement even thouglolates the important regulatory
principle of cost causation. The web portal pra@ob® be used by competitive retail
electric service providers (“Marketers”) is therd@yobecause they need access to
customer information in order to offer and provitleir time-of-use (“TOU”) products to
customers® AEP Ohio witness Osterholt stated that the dattapprovides Marketers
“an important tool” in identifying which customease “the best candidates for TOU
rates.®” Yet, the Marketers will not pay any of the cas$sociated with this tool.

Instead, the costs will be borne by residentiatauers® — even those who are not are

% Seid. at 8.

%% Ssee Direct Energy Ex. 1 (Ringenbach Testimony) at fwBere she notes that the products and services
planned by Direct Energy would be available wheadei? is complete and the revised AMI portal is
available to offer interval data).

" AEP Ohio Ex. 1 (Osterholt Direct Testimony) at Z2e also Joint Ex. 1 at 9 (referring to the “CRES
AMI interval data portal”).

%8 See Tr. Vol. | at 78.
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not on a TOU rate or cannot even participate itD&progrant’ This is unjust and
unreasonable.

The Order needs the consumer benefits found iGtbkal Settlement to ensure
that the Settlement in this case does not viokaf@rtant regulatory principles and
practices. If the Global Settlement as filed is aygproved in a final appealable order, the
PUCO should modify the Order in this case to adlo@treallocation of costs as provided

in the Global Settlement.

IV.  CONCLUSION

The Global Settlement contains important consureaebts and protections that
are lacking in the Settlement in this case. Theb@ll Settlement reallocates Phase 2
costs in a more equitable manner for consumerd itretains the annual prudency audit
and a review of the operational cost savings cfeditonsumers. Thus, the Global
Settlement as filed is the lynchpin for the Ordethis case to be lawful and reasonable.

The Global Settlement Order should remain intaet fimal appealable order.
Therefore, it is out of an abundance of cautioartter to protect consumers’ rights, OCC
files this Application for Rehearing of the PUC@sder. Again, if the Global
Settlement as filed is approved in a final appdalabder, OCC will withdraw this
Application for Rehearing. However, if the PUC@eas the Global Settlement so that
either of the consumer benefits and protectiomsdsiced, the PUCO should modify the

Order in this case as discussed herein.

¥ Tr. Vol. Il at 249.
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