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I.
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 the Dayton Power and Light Company (“DP&L” or “Company”) on August 28, 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.  Electric outages can have a significant economic impact on consumers.  Such economic 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 DP&L’s proposed performance standards reflect the importance of the electric utility’s obligation to ensure a reasonable level of service reliability, and reflect 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, DP&L’s Application requires significant improvements in order for its proposed performance standards to be sufficient for customers in its service territory and accepted by the PUCO Staff and the Commission.

II.
DP&L 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.   
DP&L 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 DP&L’s proposed reliability standards are due to be filed by December 10, 2009, according to the ESSS rule that states that the PUCO Staff may file comment within 30 days of the technical conference.  Parties then have an opportunity to file replies to the Staff’s comments, within 50 days after the technical conference.
 

Given DP&L’s lack of adequate documentation that OCC describes herein, the Commission should require DP&L to provide additional, supporting documentation for its proposed outage standards.  The documentation should be filed no later than the due date for the Staff’s comments or on an earlier timeline if desired by the Staff.  Absent the provision of the information at that time OCC to request a Commission hearing to determine the appropriate reliability standards for DP&L.

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.
DP&L’S APPLICATION

DP&L filed its Application proposing new outage-based performance standards on August 28, 2009.  The Commission subsequently set forth a procedural schedule for consideration of the Company’s proposed performance standards.

A.
DP&L’s Application Fails To Explain How Certain Geographic Characteristics Of Its Service Territories Affect Its Past Service Reliability Performance And The Proposed Minimum Service Reliability Standards.

DP&L provides no description of its service territories and no explanation why its geographic characteristics have affected its reliability performance in the past.  Neither has it explained how these geographic characteristics will affect the setting of the minimum reliability performance standards which will affect future performance.  DP&L has not proposed or demonstrated the necessity of any adjustment to its reliability standards in light of the geographic characteristics of its service territories.
  The geographic characteristics of the service territory has a direct affect on the methodology that should be considered by DP&L is proposing reliability standards. 
CAIDI (Customer Average Interruption Duration Index) can be directly affected by the availability of maintenance crews and the needed materials to respond to outages.  DP&L’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.  DP&L should be directed to provide by, December 10, 2009, additional information regarding the impact of the geographic characteristics on its service reliability standards and the revision, if any, of the standards.
B.
DP&L’s Application Fails To Demonstrate That The Results Of Customer Perception Surveys Are Properly Considered And Incorporated In Setting Its Proposed Minimum Service Reliability Standards.

According to Ohio Admin Code 4901:1-10-10(B)(4)(b), each electric utility is required to periodically conduct customer perception surveys.  Rather than conduct a more timely survey, DP&L is relying on a vintage survey that it conducted in 2006 to comply with the reporting requirements in the rules.
  Unfortunately, DP&L’s past survey was designed to elicit information about the frequency of sustained outages, the duration of sustained outages, and the number of momentary outages.  The rules now require measures of customer perceptions including economic impacts of disruptions and expectations.  The Commission should require DP&L to conduct a customer perception survey in accordance with the requirements in the rules prior to the approval of any new reliability standards for DP&L.  The Company should be required to demonstrate how the survey results are integrated in the proposed reliability standards.  

DP&L asserted in the Application that “a relatively small minority of business and residential customers are experiencing the three aspects of service interruption at levels they regard as unacceptable”
 and “that customers place more importance on duration and number of sustained power interruptions than the number of momentary interruptions.”
  But DP&L failed to support its assertions.  Most importantly, DP&L’s Application does not illustrate a link between the customer survey results and the establishment of the proposed minimum reliability performance standards.
C.
DP&L’s Application Fails To Properly Explain The Exclusion Of Major Event Days And Transmission Outages In Calculating The Historical Performance Indices, SAIFI And CAIDI.  DP&L Also Fails To Provide Any Daily Outage Data To Back Up Its Calculation.

DP&L does not clearly explain the proposed methods for normalizing the calculation of historical service reliability (the IEEE 2.5 Beta Methods).
  For example, DP&L does not indicate how many days in each year are classified as Major Event days and are, therefore, excluded from the reliability calculation.
  DP&L has not provided any actual daily outage data in its Application or working papers.  The historical reliability performance indices provided cannot be verified.  DP&L has also failed to outline the methods the Company employed to make adjustments to its historical service reliability indices to account for transmission outages in violation of Ohio Adm. Code 4901:1-10-10(B)(4(c).  DP&L’s Application should be amended to account for these discrepancies prior and the amended Application should be subject to public comment.
D.
DP&L’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.

Ohio Adm. Code 4901:1-10-10(B)(4)(a) requires that performance standards reflect historical performance, system design, technological advancements, service area geography, customer perception survey results, and other relevant factors.  DP&L failed to describe how the proposed performance standards are affected by system design, technological advancements, service area geography, and customer perception survey results.  Without this information, the Commission must rely primarily on historical performance that may not accurately reflect the reasonableness of the new proposed standards.  The PUCO needs to ensure that DP&L filed an amended Application which contains the information required by the rules.  Without providing such information, the Commission cannot be assured that DP&L fulfilled its obligation to prove the accuracy of the proposed reliability standards. 
For example, DP&L filed an annul investment plan pursuant to Ohio Adm. Code 4901:1-10-26(B)(1)(a)&(b)&(c) that projects investments of $34,945,000 between 2010 and 2012 for distribution facilities and equipment.  Yet, DP&L fails to explain the incremental improvements being planned for its electric distribution system and how such improvements will affect its electric distribution system reliability, as measured by CAIDI and SAIFI.
  DP&L has not proposed or demonstrated the necessity of any adjustment to its reliability standards in light of its system design characteristics.
Ultimately, reliability is a measure of the amount of time that the system is up and operational for customers on an annual basis.  DP&L 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.  
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.
E. 
DP&L Used The Commission Process For Proposing New Reliability Standards In An Attempt to Justify Providing Less Reliable Service.

DP&L’s application reflects that its distribution system reliability, as measured by CAIDI and SAIFI, will worsen using the new method prescribed in the rules for excluding outage data.
  DP&L claims that the change in definition for “sustained outage” from those outages that are greater than 1 minute in duration to those outages that last longer than 5 minutes contributes to this dilemma.
  Since fewer outages are excluded under the new definition for major event, SAIFI should be indicating a decrease.  DP&L’s five-year average for SAIFI, however, increased from .91 to .97.  The five-year average CAIDI increased from 91.13 minutes to 114.82 minutes.  In other words, DP&L used the process prescribed by the Commission to project new reliability standards which will result in standards that permit electric distribution system outages of longer duration and greater frequency.  The PUCO needs to ensure that customers are receiving the reliable service that they are paying for in distribution rates and must enforce adherence with the standards on a going-forward basis.

F.
DP&L’s Claim Of The So-Called “Hurricane Ike Effect” In Measuring Future Reliability Performance Is Ambiguous And Unsubstantiated.

DP&L claims 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.
  DP&L has provided no proof that this is indeed the case or the impact will be significant enough to warrant any adjustment to the minimum service reliability standards.  DP&L also does not indicate whether future reliability standards should be adjusted for this effect and by how much.

If the so-called “Hurricane Ike effect” is to be incorporated in adjusting future reliability performance standard, then the PUCO should also include the effect of a particularly “good” year with very few weather-related outages in adjusting the reliability performance standards.
IV. 
DP&L Fails To Provide The Status Of the Implementation of the Grid Modernization Program Which The Commission Has Approved Under Section 4928.143(B)(2)(H), Revised Code.

DP&L has filed for approval to implement a program to construct and operate an Advanced Metering Infrastructure and Smart Grid in its service territories.
  DP&L needs to provide more information about this program other than mentioning that the grid modernization program is pending.  In particular, DP&L needs to further support its estimate of the impact of this pending program on its service reliability performance.  DP&L has filed detailed information about this program and has requested Commission approval for a very substantial amount of investment in grid modernization.  DP&L should have sufficient information to determine how this investment will impact the proposed reliability standards.  The PUCO should ensure that such an analysis is performed prior to approving the proposed reliability standards. 
V.
DP&L’s Proposed Adjustment To Derive Reliability Standards Based On A Statistical Distribution Of Its Historical Reliability Performance Indices Is Flawed And Unreasonable.

DP&L 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.  This statistics-based approach lacks any scientific support.  The resulting minimum reliability standard after the statistics-based adjustments is meaningless.
  These statistics-based adjustments only serve to lower the minimum reliability performance standards that DP&L should achieve to provide reliable service to its customers.

SAIFI and CAIDI are not directly-observable service outage data.  Both SAIFI and CAIDI are calculated reliability indices that are based on daily outage incidences and durations over an extended time period (generally one year).  There is no scientific basis to treat the yearly SAIFI and CAIDI as independent random variables centered around two average numbers.  The SAIFI and CAIDI are yearly composite indices and they have already fully incorporated and reflected the effects of daily unpredictable events such as weather, 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 than have occurred in past.  There thus is no need for the additional adjustments that DP&L has proposed to account for these events.  DP&L’s proposed adjustment for service reliability standards in the Application clearly results in double-counting for the effects of daily variations and should not be allowed.

DP&L’s calculation of the historical average and standard deviation of SAIFI and CAIDI is based on only five observations (the yearly SAFI or CADI numbers from 2004 to 2008).
  The validity of calculating a standard deviation based on such a small number of observations is highly questionable to say the least.  DP&L recognizes this shortcoming and indicates that “But with only a few data points, confidence levels are much lower
.”  Unfortunately, DP&L reaches a wrong conclusion that “it becomes even more important to increase the band around the average to ensure that a “failure” to meet the target is not just due to random causes but actually is likely to indicate that performance has declined”
.   The simple truth is there is no reason and there is no need to adopt any statistics-based adjustments to historical reliability performance indices.

Finally, DP&L has not demonstrated that the yearly SAFI or CADI numbers are or closely resemble a normal distribution.  Without a confirmation that the yearly historical SAIFI and CAIDI measurements are independently (year to year) and normally distributed, the calculation of a standard deviation for SAIFI or CAIDI is of little value.  The adjustment to the minimum reliability performance index by adding one or two standard deviations is also meaningless.  
DP&L further claims that it is appropriate to add a +2.5 standard deviation to the 5-year average historical reliability indices in deriving the proposed standards.  According to DP&L, this adjustment to historical average performance indices improves the level of confidence that a failure to meet the target is not just the result of random variation.  

Even assuming DP&L’s reliability performance indices are normally-distributed random variables as DP&L has claimed, the proposed standards based on the addition of a +2.5 standard deviation to the mean are still unreasonable and should be rejected.  Under DP&L’s approach, even if the Company’s actual reliability performance has deteriorated drastically, there is a strong possibility that the observed SAIFI still meets the reliability standard.  For example, when DP&L’s real SAIFI has increased from 0.97 to 1.11, there is a fifty percent chance that the accompanying service performance decline will not be detected. 
VI.
CONCLUSION

The PUCO, in the new Electric Service and Safety Standards, has taken steps to improve the reliability that electric distribution utilities provide to Ohioans 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 DP&L 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 DP&L provides adequate support for its proposed reliability standards at some point in this proceeding and there then is a fair and adequate process for parties to review DP&L’s additional information and comment on it, 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).


� Ohio Adm. Code 4901:1-10-10(B)(a) - (d).


� The provision of the information is required by Ohio Adm. Code 4901:1-10-10(B)(5) and the PUCO Staff’s internet-posted guidelines�.


� 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.  DP&L’s technical conference was scheduled for November 10, 2009.  Comments were due on November 30, 2009, Staff Comments were set for December 10, 2009 and Reply Comments were set for December 30, 2009.


� The geographic characteristics are required to be provided as supporting justification for proposed standards by Ohio Adm. Code 4901:1-10-10(B)(4)(a).


� DP&L Application at 10.


� Id.


� Id.


� DP&L Application, Ex. 1.


� See Staff Guidelines and Ohio Adm. Code 4901:1-10-10(B)(4(c).


� Id. at 10.


� DP&L Application, Table I and Table II, Page 5.


� Id. at 4.


� Id. at 6-7.


� Id. at 10.


� Id. at 5-9.


� DP&L Application, Ex. 1.


� Id. at 5.


� Id. at 9.


� Id.


� OCC reserves the right to recommend a hearing on DP&L’s Application for the reasons stated here or for other reasons, at any time during this case.
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