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I.
INTRODUCTION

On December 16, 2013, Ohio Power Company (“AEP Ohio” or “the Utility”) filed its 2014 Distribution Investment Rider (“DIR”) Work Plan to propose a framework for collecting approximately $200 of millions of dollars in investment from its Ohio customers.
  The DIR program provides the Utility a mechanism to accelerate recovery from customers of the costs for replacing or repairing aging distribution infrastructure which according to AEP Ohio is the primary cause of electric outages and reliability issues.
  
The Public Utilities Commission of Ohio (“PUCO” or “Commission”) required AEP Ohio to work with the PUCO Staff to develop a plan to emphasize proactive distribution system maintenance and improvement programs that focuses spending on areas where it will have the greatest impact on maintaining and improving service reliability for customers.
  Through a Finding and Order in the 2013 DIR Work Plan Case,
 the PUCO found that AEP Ohio had failed to quantify the reliability benefit associated with many of the DIR investments.  The PUCO directed AEP Ohio to quantify the actual reliability benefit associated with implementing the 2013 DIR Work Plan and to file this data in conjunction with the PUCO Staff review of the Utility’s compliance with the 2013 DIR Work Plan.  Furthermore, AEP Ohio was directed to file a 2014 DIR Work Plan that included specific requirements for quantifying reliability benefits.

Through a PUCO Attorney Examiner Entry on December 17, 2013, a procedural schedule was established whereby parties were required to file motions to intervene by January 9, 2014, PUCO Staff and interveners file initial comments by January 16, 2014 and reply comments by all parties filed by January 31, 2014.
  The Office of the Ohio Consumers’ Counsel (“OCC”) appreciates the opportunity to file these initial comments on behalf of the approximate 1.3 million residential customers provided electric service by AEP Ohio.  These comments demonstrate that consumers are not receiving the quantified reliability benefits that AEP Ohio is required to provide.

II.
COMMENTS
A.
The PUCO Should Enforce Its Orders From The AEP Ohio ESP II Case And The 2013 DIR Work Plan Case And Require AEP Ohio To Quantify The Reliability Improvements That Customers Paid For And Are To Benefit From As A Result Of Implementing The 2014 DIR Work Plan Before Any Additional Customer Dollars Are Expended On The DIR. 

The DIR was a contested part of the AEP Ohio ESP II Case because of the magnitude of the Utility’s proposal.  AEP Ohio proposed spending (and collecting from customers) $365.7 million on incremental distribution infrastructure over a three and a half year period without providing any project details, without providing an analysis of customer reliability expectations being aligned with the Utility, and without quantifiable electric service performance improvements.
  
Although the PUCO approved the DIR, it was with certain expectations and requirements.  Specifically, the PUCO required AEP Ohio to include quantifiable reliability improvements within the 2013 DIR Work Plan:

The proactive distribution infrastructure plan shall quantify reliability improvements expected, ensure no double recovery, and include a demonstration of DIR expenditures over projected expenditures and recent spending levels.  The DIR plan will be reviewed annually for accounting accuracy, prudency and compliance with the DIR plan developed by the Staff and AEP-Ohio.
 (Emphasis added).
OCC was critical of the 2013 DIR Work Plan because the Utility was proposing an investment strategy involving the spending of tens of millions of dollars of customer money with no quantifiable reliability improvements.
   Recognizing the inadequacy of AEP Ohio’s 2013 DIR Work Plan in failing to quantify the reliability improvements associated with many of the DIR investments, the PUCO directed the Utility to quantify the actual reliability improvements achieved as a result of implementing the 2013 DIR Work Plan and to file this data in conjunction with the PUCO Staff review of the AEP Ohio’s compliance with the 2013 DIR Work Plan.
  
Although the PUCO did not ultimately require the 2013 DIR Work Plan to sufficiently quantify reliability improvements for customers before the investments were made, there can be no doubt that the PUCO ordered AEP Ohio to quantify the reliability improvements expected to occur in planning the 2014 DIR Work Plan.  Specifically, the PUCO ordered AEP Ohio to include in the 2014 DIR Work Plan:

Additionally, AEP Ohio’s 2014 DIR plan should explain the Company’s strategy for replacing its aging infrastructure and focusing DIR spending on where it will best improve or maintain reliability.  Consistent with the directives of the ESP Case Order, the 2014 DIR plan should quantify the expected reliability improvements, explain how AEP Ohio will ensure that double recovery does not occur, and demonstrate that DIR expenditures will exceed the Company's recent capital spending levels. Finally, the 2014 DIR plan should address how AEP Ohio intends to ensure that its DIR expenditures are sufficient to result in improved reliability performance across the Company's entire service territory, based on the combined impact of the DIR investments.  (Emphasis added)
Despite the PUCO directives from the AEP Ohio ESP II Case, and the requirements that the PUCO levied as a result of the inadequate 2013 DIR Work Plan, AEP Ohio’s 2014 DIR Work Plan again fails to quantify the expected reliability improvements.  AEP Ohio is still not explaining an investment strategy that demonstrates how DIR spending will be best used to improve or maintain reliability for customers.  In fact, according to the 2014 DIR Work Plan, the majority of the capital spending AEP Ohio intends to make in 2014 that are designated as components of the DIR Work Plan will have no reliability impact whatsoever.  As shown in Table 1, approximately $117 million of the approximate $201 million the Utility intends to spend as “2014 DIR Proposed Work Plan Components” has no reliability impact.

Table 1
Source: AEP Ohio DIR Proposed Work Plan Components (Section B) (Emphasis added).
	DIR COMPONENT
	2014 ESTIMATED DOLLARS
	MEASURE FOR RELIABILTY IMPROVEMENTS

	EXPECTED RELIABILITY IMPROVEMENTS

	Network Capacity
	$900,000
	There is no reliability impact

	NA

	Capacity Additions
	$10,500,000
	There is no reliability impact

	NA

	Integrated Volt Var Systems

	-
	There is no reliability impact

	NA

	Customer Service Work
	$28,500,000
	There is no reliability impact

	NA

	Third Party Work Request
	$7,500,000
	There is no reliability impact
	NA

	Public Project Relocations
	$11,000,000
	There is no reliability impact
	NA

	Service Restoration
	$9,000,000
	There is no reliability impact
	NA


	DIR COMPONENT
	2014 ESTIMATED DOLLARS
	MEASURE FOR RELIABILTY IMPROVEMENTS


	EXPECTED RELIABILITY IMPROVEMENTS

	Forestry
	$8,600,000
	Reflected as an adjustment in current and proposed reliability standards

	NA

	Transformer Blanket
	$15,750,000
	There is no reliability impact

	NA

	Engineering and Field Line
	$15,700,000
	There is no reliability impact

	NA

	Customer Meter Blanket
	$6,500,000
	There is no reliability impact

	NA

	Other
	$3,000,000
	There is no reliability impact

	NA

	TOTAL
	$116,950,000
	
	


Again, AEP Ohio has failed to quantify the reliability improvements for customers that are associated with the approximate $84 million in investments that AEP Ohio has included in the 2014 DIR Work Plan.  Table 2 includes a summary of the investments that AEP Ohio has proposed within the 2014 DIR Work Plan that are expected to either  proactively improve or maintain reliability.  As can be seen in the Utility description for how these investments are expected to improve reliability, there is no substantive information provided.  
AEP Ohio should be able to quantify how the investments of customer dollars that it intends to make under the DIR Work Plan will improve or maintain reliability.  Yet there is no indication that AEP Ohio has performed an analysis of its distribution system to determine the relative merits of investing in certain assets as opposed to others.  AEP Ohio is either unwilling or unable to quantify the reliability improvements that are associated with the DIR.  For example, it is unreasonable that the only statement in the 2014 DIR Work Plan supporting the expenditure of $20,000,000 of customer money on programs like the Distribution Circuit Asset Improvement Program is that the program “may” reduce customer interruptions.  Thus, not only did this aspect of the 2014 DIR Work Plan fail to quantify reliability improvements but it also failed to affirmatively state that it would improve reliability.  A claim that reliability “may” be improved is inadequate return for customers’ investment.  AEP Ohio should be able to quantify the expected reliability improvement for any program that is funded through the DIR.
The PUCO ordered AEP Ohio to address in the 2014 DIR Work Plan how it intends to ensure that DIR expenditures are sufficient to result in improved reliability performance across its service territory.
  Instead, AEP Ohio merely re-packaged the inadequate 2013 DIR Work Plan with the same hodgepodge of programs that have no quantifiable reliability benefits for customers.  OCC was troubled by the lack of specificity in the program descriptions for all of the programs listed in the 2013 DIR Work Plan
 and the same holds true for the 2014 DIR Work Plan.  As can be seen below, the program descriptions are overly general and provide no details that would enable an analysis or reasonable determination of the work the Utility is actually planning to undertake and/or the cost-effectiveness of the expenditures that it intends to make.  
Table 2
Source: AEP Ohio DIR Proposed Work Plan Components (Section A)

	DIR

 COMPONENT

	2014 ESTIMATED

DOLLARS
	MEASURE FOR RELIABILITY IMPROVEMENTS

	EXPECTED

RELIABILITY IMPROVEMENTS

	Distribution Circuit Asset Improvements
	$20,000,000
	Varies based upon the type of work performed
	May reduce customer interruptions and outages

	Cutout and Arrestor Program
	$800,000
	Reduce the probability of future outages


	Maintain reliability

	Animal Mitigation-Station
	$500,000
	Should reduce non-avian related animal  caused outages


	Reduced outages

	Lightning Mitigation
	$45,000
	Should reduce the aggregate number of lightning caused outages

	Reduced outages

	Underground Cable Replacement
	$17,000,000
	Reduce URD cable failures

	Reduced outages

	OVHD Circuit Inspection Repair Program
	$1,600,000
	Reduce equipment caused outages
	Reduced outages

	Station Breaker Replacement
	$6,000,000
	There is a positive impact to reliability

	Proactive effort to maintain reliability

	Distribution Asset Improvement Associated with Transformer Work
	$4,000,000
	Reduce the probability of future outages
	Proactive effort to maintain reliability

	Pole Replacement
	$6,000,000
	There is a positive impact to reliability

	Proactive effort to maintain reliability

	Line Reclosers Maintenance
	$5,500,000
	There is a positive impact to reliability

	Reduced outage duration


	DIR

 COMPONENT


	2014 ESTIMATED

DOLLARS
	MEASURE FOR RELIABILITY IMPROVEMENTS


	EXPECTED

RELIABILITY IMPROVEMENTS

	Sectionalizing

	$900,000
	Sectionalizing can reduce SAIFI

	Reduce customer interruptions

	URD Remediation Program
	$600,000
	Reduce probability of future outages
	Maintain system safety and reliability



	Network Rehab
	$5,000,000
	There is a positive impact to reliability


	Proactive effort to maintain reliability

	Station Regulator Replacement
	$1,000,000
	There is a positive impact to reliability


	Proactive effort to maintain reliability

	Forestry-Emerald Ash Borer Mitigation

	$7,250,000
	There is a positive impact to reliability
	Proactive effort to maintain reliability

	Pole Reinforcement
	$160,000
	There is a positive impact to reliability

	Proactive effort to maintain reliability

	Underground Duct and Manhole Facilities
	$2,200,000
	There is a positive impact to reliability
	Proactive effort to maintain reliability

	Station Rebuild/ Rehab
	$4,500,000
	There is a positive impact to reliability

	Proactive effort to maintain reliability

	TOTAL
	$83,655,000
	
	


As can be seen from Table 1 and Table 2, the majority of investment dollars that 
AEP Ohio proposed within the 2014 DIR Work Plan (approximately 58 percent)
 have nothing to do with maintaining or improving reliability for customers.  Yet improving or maintaining reliability is the primary purpose for the DIR.
  The PUCO has recognized the significant benefit that DIR provides AEP Ohio in accelerated cost recovery from customers for distribution investments and the need for using the DIR Work Plan as a guide for prioritizing investments that improve reliability.
  But even the 42 percent of investments that are supposed to maintain or improve reliability according to the 2014 DIR Work Plan have no quantifiable benefit for customers. 
In fact, AEP Ohio customers have experienced worse reliability according to the PUCO approved reliability standards since the PUCO authorized the DIR.
  For example, in 2011 AEP Ohio missed the Customer Average Interruption Duration Index (“CAIDI”) reliability standard in the former Columbus Southern Power Company (“CSP”) service area.  In 2012, AEP Ohio once again missed the CAIDI performance standard in the CSP service area.
  While AEP Ohio is receiving the benefit of expedited cost recovery from customers through the DIR, customers are not receiving the benefits of quantifiable improvements in reliability that was ordered by the PUCO.   

B.
The PUCO Should Determine, For The Protection Of Customers, That The AEP Ohio 2014 DIR Work Plan Is Unjust And Unreasonable And Establish A Hearing Schedule And Process For Resolving The Issues Raised By Parties In This Proceeding And Carried Over From The 2013 DIR Work Plan Proceeding. 
AEP Ohio claims that the reliability improvement values from Case No. 12-3129-EL-UNC will be shared with PUCO Staff on February 28, 2014.
  However, AEP Ohio claims that specific reliability improvement indices will not be provided.
  Because AEP Ohio did not quantify reliability improvements when the 2013 DIR Work Plan was filed, the PUCO directed AEP Ohio to quantify the actual reliability benefits associated with the 2013 DIR Work Plan and to file this data in conjunction with PUCO Staff’s review of compliance with the 2013 DIR Work Plan.
 While OCC supports an annual after-the-fact review of the DIR Work Plan, the PUCO should not approve the 2014 DIR Work Plan until and unless AEP Ohio is able to quantify the specific reliability improvements that customers will obtain through the DIR.
The PUCO should be concerned that AEP Ohio is unwilling or unable to quantify the expected reliability benefits that customers are expected to pay for through the DIR.  In addition, as OCC has advocated in comments filed in the AEP Ohio reliability standards case, customers should be receiving the benefit of improvements in the reliability standards as a result of the DIR Work Plans and the DIR costs that customers pay.
  The PUCO should find that that the 2014 DIR Work Plan as filed by AEP Ohio is unjust and unreasonable.  OCC requests that a process, including a hearing, be established so that the issues in the 2014 DIR Work Plan and the quantification of reliability improvements in the 2013 DIR Work Plan can be adequately vetted in the interest of customers. 
III.
CONCLUSION

AEP Ohio was directed by the PUCO to file a 2014 DIR Work Plan that would quantify reliability benefits and would result in reliability improvements across its service territory.  AEP Ohio did not comply.  OCC requests the PUCO to find that the AEP Ohio 2014 DIR Work Plan is unjust and unreasonable and establish a process, including a hearing, to resolve the issues associated with the plan.  
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� The initial DIR work plan for 2013 was filed in In the Matter of the Commission’s Review of the Ohio Power Company’s Distribution Investment Rider Work Plan Resulting from Commission Case No. 11-346-EL-SSO et al., Case No. 12-3129-EL-UNC, Distribution Investment Rider Work Plan (December 3, 2012) (Case No. 11-346-EL-SSO is referred to as the “AEP Ohio ESP II Case”).


� AEP Ohio ESP II Case, Opinion and Order at 46 (August 8, 2012).


� AEP Ohio ESP II Case, Opinion and Order at 47 (August 8, 2012).


� In the Matter of the Commission’s Review of Ohio Power Company’s Distribution Investment Rider Plan, Case 12-3129-EL-UNC, Finding and Order at 10  (May 29, 2013) (“2013 DIR Work Plan Case”).


� 2013 DIR Work Plan Case, Finding and Order at 13-14 (May 29, 2013).


� In the Matter of the Commission’s Review of the Ohio Power Company’s  Distribution Investment Rider Work Plan Resulting from Commission Case No. 11-346-EL-SSO et al., Case 13-2394-EL-UNC, AE Entry at 2 (December 17, 2013) (“2014 DIR Work Plan Case”).


� AEP Ohio ESP II Case, Opinion and Order at 42-47 (August 8, 2012).


� The 2013 DIR Work Plan filed by Ohio Power Company lists the various projects that are part of the DIR and the projected 2013 capital costs for each project. 


� AEP Ohio ESP II Case, Opinion and Order at 47 (August 8, 2012).


� 2013 DIR Work Plan Case, Initial Comments of the OCC at 2-5 (January 18, 2013). 


� 2013 DIR Work Plan Case, Entry on Rehearing at 2 (July 17, 2013).


� 2014 DIR Work Plan Case, Work Plan Section B, Page 3 of 3.


� AEP Ohio ESP II Case, Opinion at Order at 46 (May 29, 2013), where the PUCO emphasized that the DIR mechanism shall not have any gridSMART costs.  However, AEP Ohio has proposed an Integrated Volt-Var system as part of the 2014 DIR Work Plan.   


� 2013 DIR Work Plan Case, Finding and Order, at 13 (May 29, 2013).


� OCC Initial Comments at 11 (January 18, 2013).


� The Company has sectionalized some circuits within the gridSmart program.  It is unclear why sectionalizing is being proposed in the DIR Work Plan given the Commission directive that costs for gridSmart are to be kept separate from DIR.


� In the Matter of the Application of Columbus Southern Power Company for Approval of its Electric Security Plan; an Amendment to its Corporate Separation Plan; and the Sale or Transfer of Certain Generation Assets, Case No. 08-917-EL-SSO, Opinion and Order at 31, the Commission approved an Enhanced Service Reliability Rider (“ESRR”) and required AEP Ohio to transition to a four-year cycle based vegetation management program over a five year period.  It is unclear why AEP Ohio is proposing additional vegetation management costs as a DIR Initiative.


� $116, 950 / $200, 605=58.6%.


� 2013 DIR Work Plan Case, Finding and Order at 12 (May 29, 2013).


� 2013 DIR Work Plan Case, Finding and Order at 13 (May 29, 2013). 


� In the Matter of the Annual Report of Columbus Southern Power Pursuant to Rule 10 of the Electric Service and Safety Standards, Ohio Administrative Code 4901:1-10-10, Case 12-1132-EL-ESS, Report at 2 (April 9, 2012).


� In the Matter of the Annual Report of Columbus Southern Power Pursuant to Rule 10 of the Electric Service and Safety Standards, Ohio Administrative Code 4901:1-10-10, Case No 13-0780-EL-ESS, Report at 2 (April 1, 2013).


� 2014 DIR Work Plan Case, Work Plan at 7.


� Id.


� 2013 DIR Work Plan Case, Finding and Order at 10 (May 29, 2013).


� In the Matter of the Establishment of 4901:1-10-10(B) Minimum Reliability Performance Standards for Ohio Power Company, Case No. 12-1945-EL-ESS, OCC Initial Comments at 27  (January 4, 2013).






