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INTRODUCTION

A.
Preliminaries


On November 5, 2008, the Public Utilities Commission of Ohio (“PUCO” or “Commission”) issued a Finding and Order, adopting modifications to Ohio Administrative Code Chapters 4901:1-9, 4901:1-10, 4901:1-21, 4901:1-22, 4901:1-23, 4901:1-24, and 4901:25, for the purpose of establishing the minimum reliability standards for the electric utilities’ provision of electric service to Ohio customers.
  The PUCO entered its ruling after consideration of the requirements of Substitute Senate Bill No. 221 as well as various comments that were filed by interested parties.
  


On May 6, 2009, the Commission issued an Entry on Rehearing modifying the previously adopted rules and ordered the electric distribution utilities (“EDUs”) to file proposed new reliability performance standards and ordered the filing of the proposed new standards within sixty days following the effective date of the amended chapter.
  The performance standards measure the frequency and duration of outages experienced by customers of an EDU. OCC submits these comments regarding the Application filed by AEP on August 27, 2009.  As noted above, the Application was required by the Commission in the ESSS case.
  

B.
The Importance Of Outage Performance Measures In The ESSS.

An EDU’s core and most essential function is to provide reliable service at reasonable and non-discriminatory cost to its customers.  Reliable service has implications not only for the statutory obligation to provide reasonable or adequate service, but also for modern economic performance.  Such performance also impacts Ohio’s ability to provide jobs and economic growth for its citizens.  As a result of the importance of the electric utility’s obligation, the Commission that regulates the electric utilities plays an important role in ensuring that electric service is reliable.  The Commission’s rules can help assure the public that the electric reliability standards are being followed and that appropriate and transparent reporting of compliance is implemented.  

OCC’s comments on AEP’s proposed performance standards reflect the importance of the electric utility’s obligation to ensure a reasonable level of service reliability, and the Commission’s duty to establish a clear and transparent methodology to measure and ensure utility performance according to their obligations.  Consumers pay for and are entitled to reliable, safe, and efficient service.
  
OCC commends the PUCO Staff for requiring the EDUs to fully support the methodology utilized to develop their proposed performance standards.
  The technical conferences and comment period are a welcome addition to the prior process which limited participation to the Staff and the electric utility.  However, AEP’s Application requires significant improvements in order for its proposed performance standards to be accepted by the PUCO Staff and the Commission.

II.
AEP must adhere to THE PUCO’s PROCESS FOR the EVALUATIon of its PROPOSED OUTAGE-RELATED PERFORMANCE MEASURES.
Ohio Adm. Code 4901:1-10-10 identifies the service reliability indices
 and prescribes the process for an electric utility to establish company-specific minimum reliability performance standards. Specifically, Ohio Adm. Code 4901:1-10-10(B)(3) requires that the applications proposing the performance standards contain:

(a)
A proposed methodology for establishing reliability standards.

(b)
A proposed company-specific reliability performance standard for each service reliability index based on the proposed methodology.

(c)
Supporting justification for the proposed methodology and each resulting performance standard.

Ohio Adm. Code 4901:1-10-10(B)(4) requires that certain supporting justification for the methodology must accompany each application and:

(a) Performance standards should reflect historical system performance, system design, technological advancements, service area geography, customer perception survey results as defined in paragraph (B)(4)(b) of this rule, and other relevant factors.

Finally, Ohio Adm. Code 1-10-10(B)(5) requires that a complete set of workpapers must be filed with the application.  The PUCO Staff has developed guidelines for the completion and submission of the applications and supporting workpapers and justification and these guidelines were ordered to be posted on the Commission’s website via Commission Entry.   
AEP has the burden of proving that its proposed performance standards are just and reasonable and this requires sufficient information to justify its claims.
  The ESSS are instrumental in setting forth the minimum requirements to satisfy these objectives.  The requirement for a hearing when the utility’s proposed performance standards are unjust or unreasonable is a welcome and necessary ingredient to achieving success in the comment process proposed above.
  The Commission, however, should set the bar high for the electric distribution utilities in permitting them to set new outage performance standards.  The Commission, in determining whether to hold a hearing, should keep in mind that the burden is on the EDU to support its proposed performance standards.  (Emphasis added.)

The PUCO Staff’s comments on AEP’s proposed reliability standards are required to be filed by December 3, 2009 and the reply comments are required to be filed not later than December 23, 2009.  The Commission should require AEP to provide additional, supporting documentation for its proposed outage standards at least one week prior to the deadline for the filing of reply comments.  Absent the provision of the information at that time, and as required by the Ohio Adm. Code 4901:1-10-10 and the PUCO Staff’s guidelines, OCC will find it necessary to request a Commission hearing to determine the appropriate reliability standards for AEP.
The PUCO has improved the transparency and efficacy of its distribution system reliability rules by requiring the EDUs to file records of their performance with the Commission.  The rules are insufficiently transparent, however, if electric utilities that fail to meet standards need only file an “action plan” when the performance standards are not achieved.  It is critical that actual compliance with the standards, which are to be adopted subject to a transparent and open process, be required by the Commission.  Parties to this comment process, which is designed for the development of the proposed standards, are entitled to be informed of the actual performance of the electric utilities and should receive the annual reports.
  Without the compliance information, the public process used to develop the standards is meaningless.
III.
AEP’S APPLICATION

AEP filed its Application proposing new outage-based performance standards on August 27, 2009.  The Commission subsequently set forth a procedural schedule for consideration of the Company’s proposed performance standards.

A.
AEP's Application Fails To Explain How Certain Geographic Characteristics Of Their Service Territories Affect Their Past Service Reliability Performance And The Proposed Minimum Service Reliability Standards.

AEP provides only a general description of its service territories and states that a significant portion of the Company’s service territory is located in the heavily forested unglaciated Appalachian Region of the state.  However, AEP does not provide any explanation why such geographic characteristics have affected its reliability performance in the past.  More importantly, AEP has failed to explain how these geographic characteristics will affect the setting of the Company’s minimum reliability performance standards for the future.  

The Company is specifically permitted by the ESSS to take into account geographic considerations in proposing its performance standards but has provided no cause and effect relationship to support any linkage between its standards and the geographic features of its service territory.  AEP has not proposed or demonstrated the necessity of any adjustment to its reliability standards in light of what the Company claims are heavily forested areas within its service territory.

For example, the geographically diverse nature of the distribution system would influence where utility resources are located to respond to outages and in the methodology that AEP considered when submitting its plan.  CAIDI (Customer Average Interruption Duration Index) can be directly affected by the availability of maintenance crews and the needed materials to respond to outages.  AEP’s application includes no such information about how the location of service crews and/or materials impacts the reliability standards and thus the reliability that affects Ohioans.  Likewise, the portions of the service territory that are in heavily forested areas may have some impact on reliability, yet the application provides no support information for how AEP has factored this aspect of its system into the calculation of its proposed reliability standards.  AEP should be directed to provide additional information regarding the impact of the geographic characteristics on its service reliability standards and the revision, if any, of the standards.
B.
AEP’s Application Fails To Demonstrate That The Results Of Customer Perception Surveys Are Properly Incorporated In AEP’s Proposed Minimum Service Reliability Standards.
AEP provides some description of its efforts to measure and track end-use customer satisfaction using four separate surveys performed by independent contractors.  According to AEP, the vast majority of the AEP’s customers are satisfied with the historical and current level of their electric reliability.  Nevertheless, the survey results do show a significant percentage of customers are not satisfied with AEP’s performance in three areas: meeting customer expectations, providing reliable estimates of power restored, and letting customers know what caused the outage.  AEP has not, however, presented any plan to improve its performance in these three areas. 
Ohio Adm. Code 4901:1-10-10(B)(4)(b) requires AEP to conduct a customer perception survey no less than every three years and to reflect the results of the survey in the performance standards.  The objective of the survey is to measure customer perceptions regarding service, economic impact of disruptions, and expectations concerning CAIDI and SAIFI.  While AEP presented the results of surveys, there is no indication how the survey was integrated in the methodology for calculating the reliability standards.  In addition, the survey results do not include information related to the economic impact of outages or provide meaningful information for assessing expectations.  Ohio Adm. Code 4901:1-10-10(B)(4)(b) states that the customer perception survey should be conducted with the PUCO Staff’s oversight, but AEP did not explain what kind of oversight was provided by the Staff in the development of the survey. AEP should describe the oversight provided by the Staff in the development of the customer perception survey.  If the surveys used to support the standards proposed by AEP were not conducted under Staff oversight, the OCC would recommend the Company involve the Staff in the development, conduct, and evaluation of the new survey to be developed.

C.
AEP’s Application Fails To Properly Explain The Exclusion Of Major Event Days And Transmission Outages In Calculating The Historical Performance Indices, SAIFI And CAIDI. 

AEP does not clearly explain and present the proposed methods for normalizing the calculation of historical service reliability (the IEEE 2.5 Beta Methods).  For example, how many days in each year are classified as Major Event days and are excluded in the reliability calculation?  The adjustments to service reliability to account for transmission outages are not explained either.  The inclusion of the information cited above is critical to determining the appropriate performance standards to measure future compliance.  AEP should be directed to file the Company’s rationale and methodology for determining the exclusions cited above prior to approval of its Application.

D.
AEP’s Application Fails To Explain And Quantify The Impact Of The Different Historical Outage Causes.
AEP has indicated that all outage causes in any given year are coded and recorded
.  But it only identifies several different categories that impact the historical SAIFI and CAIDI measures.  AEP does not provide explanation of the different categories of outage.  It does not provide yearly data for the causes of these outages.  It is impossible to evaluate the impact of the outages on system reliability performance (yearly SAIFI and CAIDI indices) in any given year.   

E.
The Proposed Use Of A 3-Year Average In Calculating The Baseline For Reliability Performance Standards Is Contrary To The PUCO Staff’s Guidelines.  The Application Does Not Adequately Support This Deviation From The PUCO Staff’s Guidelines.

AEP claims that 3-year-average historical reliability indices should be used in setting the minimum standards because the 3-year-average figures better reflect the current operating conditions of the system.  The approach is contrary to the Staff Guidelines for Reliability Standards Applications posted on the PUCO’s website.
  AEP provides no rationale for the deviation from the PUCO’s Guidelines.  AEP does not provide the description of any change in operating conditions that make a 3-year average a more appropriate baseline than a 5-year average.  Given that most EDUs do not undergo drastic changes in system design or service territories within a short period of time, a 5-year-average historical reliability performance index is clearly a more stable and representative indicator than a 3-year-average index.  AEP failed to justify deviating from using the 5-year average and should be required to recalculate its historical performance. 

AEP asserts that the use of the 3-year average as a starting point will result in a lower SAIFI, and thus a more stringent reliability standard, for both AEP Ohio Companies.  AEP’s assertion is misleading and incomplete.  The use of the 3-year average may appear to lower the SAIFI, but it also will lead to much higher CAIDI numbers for both AEP Ohio companies.  The 3-year average reliability performance measure provides insufficient insight into the Company’s historic performance and should be rejected.  In fact, OCC recommends that even five years of historical data may be insufficient for establishing a statistically valid performance baseline. 
The primary purpose of the minimum reliability standards should be to ensure that the Company’s customers are receiving reliable service.  In addition, the standards should reflect any improvement or deterioration in the performance of electric distribution system.  The failure to attain the reliability standards should result in the Commission requiring AEP to take appropriate actions to reverse any deterioration.  Accordingly, the minimum reliability standard should be set at the historical average performance indices with no adjustment allowed.  The “adjustments” that are permitted to be made by the Company are unnecessary.  

F.
AEP’s Proposed Performance Standard Adjustment, Based On A Statistical Distribution Of Their Historical Reliability Performance Indices, Is Flawed And Unreasonable. 

The proposed SAIFI and CAIDI largely reflect the historical performance of the distribution system updated to reflect the new method for excluding outages.  While historical performance is important, the reliability inherent in the system design is equally important.  Good system reliability is not a product of chance, but a well designed and maintained infrastructure of equipment capable of operating over a long period of time in varying climatic conditions.  AEP’s distribution system was designed with certain reliability objectives in mind.  Looking only at the historical performance of the system can obscure the more relevant assessment of how reliable should the distribution system be prior to making allowances for the random events that result in degraded reliability performance.

AEP proposes to use a statistical approach to adjust the average historical performance indices in deriving the minimum reliability standards (SAIFI and CAIDI).  This is a flawed approach and should be rejected.  The premise of AEP’s statistical approach is not supported by the proper definitions of SAIFI and CAIDI as well as commonly applied techniques of statistical analysis.   This statistics-based approach lacks any scientific support.  The resulting minimum reliability standard after the statistics-based adjustments is meaningless as explained below.  These statistics-based adjustments only serve to lower the minimum reliability performance standards that AEP should achieve to provide reliable service to its customers.

First of all, SAIFI and CAIDI are not directly-observable service outage data.  Both SAIFI and CAIDI are calculated indices based on daily outage incidences and durations over an extended time period (generally one year).  AEP’s proposed method of calculating the average service reliability indices first, and then adjusting them by applying standard deviation implicitly assumes that the yearly SAIFI and CIADI figures are random, independent variables centered around 2 average numbers.  There is no scientific basis to treat the yearly reliability indices as random variables.  A yearly index such as SAIFI or CAIDI has already fully reflected the daily variable conditions (some of them uncontrollable by the utility) that prevailed in a given year.  

Secondly, AEP’s calculation of the historical average and standard deviation of SAIFI and CAIDI appears to be based on only three observations (likely the yearly SAIFI or CAIDI numbers from 2006 to 2008).  Third, AEP has not demonstrated that the yearly SAIFI or CAIDI numbers, whether they are from a three-year period or a five-year period, are or closely resemble a normal distribution.  Without a confirmation that the yearly historical SAIFI and CAIDI measures are normally distributed, the calculation of a standard deviation is meaningless.  The adjustment of the minimum reliability performance index by adding one or two standard deviations is also meaningless.  Any conclusion regarding the probability that AEP has indeed met the adjusted minimum reliability standard is of little value.

AEP further claims that it is appropriate to add a +1.5 standard deviation to the 3-year average historical reliability indices in deriving the proposed standards.  According to AEP, this adjustment to historical average performance indices recognizes the impact of unpreventable outages, such as vandalism, vehicle accidents, and dig-ins, as well as the impact of future weather related events which will not be excluded due to the effect Hurricane Ike has on elevating the exclusion thresholds.  AEP’s arguments are unsupported by the facts as well as the proper definition of SAIFI and CAIDI.

As discussed previously, the historical reliability indices such as SAIFI and CAIDI are yearly composite indices derived from daily outage information over an extended period of time.  The two indices have already fully incorporated and reflected the effects of daily unpredictable events such as vandalism, vehicle accidents and dig-ins.  These daily events have happened in the past and will happen in the future.  There is no indication that there will be more incidents of vandalism, vehicle accidents and dig-ins in the future, and consequently additional adjustment for these events is needed.  The adjustment to the minimum reliability performance standards to account for these events is unnecessary.  AEP’s proposed adjustment in the Application is clearly double-counting and should not be allowed.

AEP also fails to demonstrate and quantify the so called “Hurricane Ike effect
” on elevating the exclusion thresholds.  AEP indicates in its Application that the Hurricane Ike effect may allow more “major-event days” to be included in calculating future reliability performance indices and future reliability indices may become more lax.  AEP is making the implicit claim that the inclusion of more “major event days” as a result of Hurricane Ike in 2008 will adversely affect the measurement of reliability performance indices in future years.  AEP has provided no proof that this is indeed the case or that the impact will be quite significant to warrant the +1.5 standard deviation adjustment.  
G.
AEP’s Application Fails To Separately Quantify The Adjustments Proposed For The Following Factors: System Design, Technological Advancements, And Service Area Geography And Customer Survey Results.  All These Factors Should Be Addressed, Including Those For Which No Adjustment Is Made.
1.
System Design

AEP has described what it considers “major distribution reliability improvements and capacity additions” to serve new load that are not included in the Distribution Asset Management Programs, ranging from circuit reconfigurations to substation construction to creating new circuits.  OCC is unable to evaluate the effect of the Major Distribution Reliability Improvements and Capacity Additions
 on reliability since the improvements and capacity additions described would appear to be standard procedures for adding new customers to the electric system and it is not apparent how this would enhance system reliability.  The Company should describe how the anticipated improvements and capacity additions would improve SAIFI and CAIDI indices. 

According to the report that AEP filed pursuant to Rules 4901:1-10-26(B)(1)(a)&(b)&(c), AEP has projected investments in the CSP and OP service territories of $419,229,500 in 2010 through 2012 for distribution facilities and equipment.  However, the descriptions of the individual projects that are contemplated do not include information for how the project contributes to improve.  In addition, the application for the proposed reliability standards does not reference how the investments that are projected over the next three years in distribution infrastructure support the methodology that AEP used to propose the reliability standards.
The Company’s Distribution Asset Management Programs
 do not include a program for trimming trees outside the Company’s right-of-way (“ROW”).  The Company should create a program designed to address the most threatening trees outside the ROW and work towards obtaining permission from land owners for the appropriate trimming.

AEP proposed a new series of programs to “inventory trees and collect other data to optimize planning and scheduling by predicting problem areas before momentary interruptions or sustained outages occur
”.  The OCC is unable to estimate the effectiveness of the new system.  There is insufficient information for the PUCO or parties to understand the impact these new programs or the impact that it will have on electric distribution system reliability.  The Company should provide additional details about this program, including the estimated effect it will have on system reliability indices for each AEP company.  

AEP’s application includes a basic description of the operating characteristics and the different programs that are included in the maintenance infrastructure.
  The descriptions do not include any specific design information that can be assessed to determine the reasonableness of the proposed reliability standards.  The reliability of the AEP distribution system is a direct product of the design of the individual components, maintenance, and the level redundancy designed within the system.  Individual components have failure rates that are projected by the manufacturers and can be measured as the projected mean time between failures.  Likewise, the cumulative system reliability can be projected by evaluating the reliability of the individual components.  

Ultimately, reliability is a measure of the amount of time that the system is up and operational for customers on an annual basis.  AEP has provided no information in the application concerning how reliability was factored into the design of the distribution system.  Without having system design reliability information included in the methodology, the Commission has no benchmark for evaluating the proposed CAIDI and SAIFI standards.  AEP’s application merely uses the past reliability as a predictor for future reliability standards.  

Because system design was not included in the methodology for proposing reliability standards, future investments in maintenance or in performing system upgrades can not be adequately considered in relation to the net improvement that will be achieved in reliability.  For example, maintaining the distribution system in accordance with design standards can result in reductions in the number of outages and the duration of the outages that are experienced by consumers.  Improvements that are being made with new technology can be assessed against the overall benefit that will be achieved in system reliability.  Major investments being made in the distribution system should yield an improvement in the overall reliability of the system.  Otherwise, hundreds of millions of dollars can be spent (and potentially requested for collection from customers) to yield an insignificant improvement in reliability.
2.
AEP’s Application Fails To Provide Any Description Or Discussion Regarding The Status Of Implementing A Schedule For Completing Any Grid Modernization Program Which The Commission Has Approved Under R.C. 4928.143(B)(2)(h).

The PUCO Staff provided guidelines concerning the format and content of the work papers that were to be submitted by the electric utilities.  One of the guidelines required utilities to submit the status of implementing any grid modernization program approved by the Commission and submit an updated schedule for completing the program.  AEP’s application failed to provide this information as required.
IV.
CONCLUSION

The PUCO, in the new Electric Service and Safety Standards, has taken steps to improve the reliability of EDUs by requiring the development of supportable “standards” in lieu of the targets that are utilized today – and by developing such standards in an open Commission proceeding.  Standards are a significant improvement over targets in one very important aspect for customers – targets are aspirational while standards must be adhered to.  
The Commission must also recognize that AEP has not met its burden of proof in proposing its new reliability performance standards and has not taken into account the requirements of the Commission’s rules or the PUCO Staff’s guidelines that are designed to protect the reliability of electric service for Ohioans.  Unless AEP provides adequate support for its proposed reliability standards at some point in this proceeding, the Commission should conduct a full evidentiary hearing and consider setting the Company’s reliability standards through a review of the record of the hearing.
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� These Chapters contain the Commission’s Electric Service and Safety Standards (“ESSS”).


� In re the Commission’s Review of Chapters 4901:1-9, 4901:1-10, 4901:1-21, 4901:1-22, 4901:1-24, and 4901:1-15 of the Ohio Administrative Code, Case No. 06-653-EL-ORD, Finding at Order (November 5, 2008) (“ESSS case”).  The Ohio Administrative Code sections referred to constitute Ohio’s ESSS.


�ESSS Case Entry on Rehearing at 9-10.  


� OCC participated with the Ohio Consumer and Environmental Advocates (“OCEA”) in filing comments and other responsive pleadings in In re the Commission’s Review of Chapters 4901:1-9, 4901:1-10, 4901:1-21, 4901:1-22, 4901:1-24, and 4901:1-15 of the Ohio Administrative Code, Case No. 06-653-EL-ORD, Entry on Rehearing (May 6, 2009).  OCEA included the Office of the Ohio Consumers’ Counsel,  NOPEC, City of Toledo, Ohio Partners for Affordable Energy, Ohio Interfaith Power and Light, Appalachian People’s Action Coalition, Communities United for Action, Citizens for Fair Utility Rates, Neighborhood Environmental Coalition, Cleveland Housing Network, Empowerment Center for Greater Cleveland, Counsel for Citizens Coalition, Citizen Power, Northwest Ohio Aggregation Coalition, Edgemont Neighborhood Coalition of Dayton, Ohio Farmers Union, Sierra Club Ohio Chapter, Greater Ohio, United Clevelanders Against Poverty; and Environment Ohio.


� R. C. 4928.02.


� Ohio Adm. Code 4901:1-10-10(B)(4).


� “CAIDI,” or the customer average interruption duration index, represents the average interruption duration or average time to restore service per interrupted customer.  CAIDI is expressed by the following formula:


CAIDI equals sum of customer interruption durations divided by total number of customer interruptions.


“SAIFI,” or the system average interruption frequency index, represents the average number of interruptions per customer.  SAIFI is expressed by the following formula:


SAIFI equals total number of customer interruptions divided by total number of customers served.


� Ohio Adm. Code 4901:1-10-10(B)(6)(e). “If it appears to the commission that the proposals in the application may be unjust or unreasonable, the commission shall set the matter for hearing and shall publish notice of the hearing in accordance with section 4909.10 of the Revised Code.  At such hearing, the burden of proof to show that the proposals in the application are just and reasonable shall be upon the electric utility.”


� Ohio Adm. Code 4901:1-10-10(B)(6)(e).


� R.C. 4905.07 states “[a]ll facts and information in the possession of the public utilities commission shall be public, and all reports, records, files, books, accounts, papers, and memorandums of every nature in its possession shall be open to inspection by interested parties or their attorneys.”


� Entry at 1-2.  AEP’s technical conference was scheduled for November 3, 2009.  Comments were due on November 23, 2009, Staff Comments were set for December 3, 2009 and Reply Comments were set for December 23, 2009.


� AEP Application at 19.


� Staff Guideline number 2 requires that at least five years of reliability performance data should be used to determine historical performance.


� AEP Application at 21.


� Id. at 10.


� Id. at 9-10


� Id. at 12


� Id. at 8
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