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RE: In the Matter of the Review of the Smart Grid Modernization Initiative Contained in
the Tariffs of Ohio Edison Company, The Cleveland Electric Illuminating Company, 
and The Toledo Edison Company, Case No. 17-22 76-EL~RDR.

Dear Docketing Division:

Enclosed please find the Staffs Review and Recommendations in regard to the review 
of the Smart Grid Modernization Initiative filed by Ohio Edison Company, The 
Cleveland Electric Illuminating Company, and The Toledo Edison Company, in Case 
No. 17-2276-EL-RDR.

Tanjidya S. Turkent(
Direcror, Rates and Analysis Department 
Public Utilities Commission of Ohio

David Lipthratt
Chief, Research and Policy Division 
Public Utilities Commission of Ohio
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Cleveland Electric Illuminating Company 
Ohio Edison Company 

Toledo Edison Company 
Case No. 17-2276-EL-R0R (Rider AMI)

SUMMARY

On February 28, 2019, Cleveland Electric Illuminating Company (CEI), Ohio Edison Company 
(OE), and The Toledo Edison Company (TE) (collectively FirstEnergy or Company) filed their 
application (Application) for the annual review of 2018 costs applicable to the Advanced Metering 
Intfastructure/Modem Grid Rider (Rider AMI). Rider AMI is a non-bypassable rider, approved by 
the Commission as the mechanism for recovering the costs related to the deployment of smart grid 
and advanced metering infrastructure as originally approved in Case No. 07-551-EL-AIR.

In its order in Case No. 10-388-EL-SSO\ the Commission provided guidance on matters related 
to Rider AMI and costs that could be recovered through this rider. The Commission authorized 
FirstEnergy to collect smart grid costs that it incurred as part of its pilot program over a ten-year 
period throu^ Rider AMI, with quarterly adjustments to the rate. The rider is billed monthly on a 
fixed customer charge basis.

In Case No. 14-1297-EL-SSO^, the Commission ordered that the rider shall continue, and that 
FirstEnergy shall file a grid modernization business plan highlighting future initiatives for 
Commission consideration and approval. Any portion of the plan approved by the Commission 
shall be recoverable by FirstEnergy through Rider AMI, which will be updated and reconciled on 
a quarterly basis and will remain in effect until such costs are fully recovered. On February 29, 
2016, FirstEnergy filed a grid modernization business plan with the Commission in Case No. 16- 
481-EL-UNC (Grid Mod Case) and on December 4, 2017, an application for approval of a 
distribution platform modernization plan (DPM Plan) in Case No. 17-2436-EL-UNC.

On November 9, 2018, a stipulation and recommendation (Stipulation) was filed, recommending 
a resolution for the Grid Mod Case and DPM Plan. The Commission issued its Opinion and Order 
on July 17, 2019, approving the Stipulation, subject to the Commission’s adjustments to the 
calculation of the total estimated net benefits proposed for Grid Mod I.

STAFF REVIEW AND RECOMMENDATIONS

Staffs review of the Application was designed to ensure that FirstEnergy's policies and practices 
comport with sound ratemaking principles and Commission policies, confirm that its books and 
records are reliable sources of financial data, and ultimately determine if the application is just and 
reasonable.

Case No. 10-338-EL-SSO, August 25,2010 Opinion and Order at 13-14 
Case No. 14-1297-EL-SSO, March 31,2016 Opinion and Order at 9-10



In its review, Staff examined the as-filed schedules for consistency with the Commission’s Opinion 
and Orders in previous smart grid cases and to ensure proper accoimting treatment was applied. 
The audit consisted of a review of the financial statements for completeness, occurrence, 
presentation, valuation, allocation, and accuracy. Staff conducted this audit through a combination 
of document review, interviews, and interrogatories. Staff requested documentation as needed to 
determine that the costs were substantiated or to conclude that an adjustment was warranted.

New Capital Installations

First Energy included new capital expenditures related to the installation of new reclosers, new 
communication equipment, and enhancements to the support system for the smart meter 
infrastructure on various circuits in the CEI pilot program. The work was performed in order to 
provide increased reliability by isolating or sectionalizing circuits. Staff is concerned that the 
Company is broadening the scope and the intent of the pilot program as authorized.

The Commission’s Order in Case No. 10-3S8-EL-SSO granted the Company’s application for the 
establishment of the Ohio Site Deployment of the smart grid initiative. The Order in that case states 
that “The Companies shall not complete any part of the Ohio Site Deployment that the United 
States Department of Energy (DOE) does not match funding in an equal amount^.”

On December 22, 2014 the Company filed an application. Case No. 09-1820-EL-ATA requesting 
additional cost recovery to complete studies related to the Ohio Site Deployment of the smart grid 
modernization initiative. This application estimated the operating and maintenance costs to 
complete the data collection to be approximately $8.5 million and the Commission Order limited 
the recovery to 100 percent of the on-going data collection and maintenance costs for the 
completion of these studies from June 1, 2015 to June 1, 2019^. The Commission’s Finding and 
Order on May 28, 2015 found that the Companies application for further cost recovery is 
reasonable and should be granted. Although the Company filed an application requesting 
additional cost recovery for maintenance costs related to data collection. Staff asserts that the 
application did not request nor contemplate additional capital expenditures.

The new capital installations in the current filing have not been matched in an equal amount by 
the DOE nor has the Company filed an application with the Commission requesting the authority 
to recover the new capital costs. Staff believes these new capital costs were never contemplated in 
the application requesting additional maintenance costs in order to complete data collection. 
Therefore, Staff recommends that the new capital installations totaling $676,912 be removed from 
the rider.

Staff notes that within the new capital installation transactions. Staff found issues pertaining to 
tree trimming maintenance and duplicate invoices. Should the Commission decide to authorize the 
capital expenditures associated with the new installations, then Staff would recommend removal 
of $ 1,101 associated with a duplicate invoice and tree trimming.

Replacement and Repairs

^ Case No. 10-338-EL-SSO, August 25,2010 Opinion and Order at 13-14 
Case No. 09-1820-EL-AT A, May 28, 2015 Finding and Order at 3



The Company included in the rider for recovery capital expenditures and expenses related to the 
replacement and repairs of smart meters, communication devices and recloser controls for CEI’s 
pilot program. In some instances, the repairs were partially allocated to capital expenditures, which 
concerns Staff as repairs are typically expensed. Staff contends that this is outside the scope of 
the rider and that any capital replacements should be recognized within the Delivery Capital 
Recovery Rider (Rider DCR), and repairs are typical operation and maintenance expenses that are 
recovered through base rates. Staff recommends that capital expenditures associated with 
replacements such as smart meters and reclosers totaling $97,623 be removed from the rider.

CONCLUSION

The Staff has completed its review of the filing and finds that FirstEnergy has appropriately 
included in Rider AMI only those costs that were incurred as a result of serving its customers in 
Ohio, with the exceptions noted. Staff recommends an adjustment of $774,535 as shown on 
attachment 1. This adjustment is comprised of both capital and maintenance expenses with some 
project costs being allocated between both categories. If the Commission finds that these charges 
are inappropriate for recovery, Staff asks that the Commission direct the Company to work with 
Staff in order to accurately reflect the adjustment within Rider AMI.
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