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INTRODUCTION 

 On February 3, 2014, Ohio Power Company (AEP-Ohio) filed an application to 

update its gridSMART rider in the above-captioned docket.  The purpose of this 

submission is to present comments on behalf of the Commission Staff regarding the 

update of AEP-Ohio’s gridSMART rider.   

DISCUSSION 

 In its Electric Service Plan (ESP) filing (Case No. 08-917-EL-SSO), AEP-Ohio 

received Commission approval to proceed with its proposed gridSMART Phase I pilot, a 

proposal to install three primary components of the smart grid within a portion of its 

service territory;  Advanced Meter Infrastructure (AMI), Distribution Automation (DA), 

and Home Area Network (HAN).  The Commission also authorized AEP-Ohio to begin 

recovering its prudently incurred costs associated with this gridSMART pilot through a 

rider, subject to an annual review and reconciliation.  AEP-Ohio began billing customers 

for this rider in April, 2009. 

 On February 10, 2010, (Case No. 10-164-EL-RDR) AEP-Ohio filed its first annual 

update of the gridSMART rider. In that case, AEP-Ohio explained that it had received an 

approval for partial reimbursement of the costs of the gridSMART pilot through an 

application made with the United States Department of Energy (USDOE) under the 

American Reinvestment Recovery Act (ARRA).  Due to requirements for this 

reimbursement, AEP-Ohio’s gridSMART pilot had expanded to include real-time 
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pricing, community energy storage, smart appliances, cyber security operation center, and 

plug-in electric vehicle components in addition to the three primary components listed 

above.  In its August 11, 2010 Order, in Case No. 10-164-EL-RDR, the Commission 

approved a revised gridSMART rider based on a fixed monthly per-bill charge, effective 

September, 2010. 

 On March 18, 2011 (Case No. 11-1353-EL-RDR) AEP-Ohio filed its second 

annual update of the gridSMART rider.  In that filing, AEP-Ohio sought to recover 

stranded meter costs for the electromechanical meters it had to remove in order to install 

AMI.  In its August 24, 2011 Order, the Commission removed the proposed expense for 

stranded meters from the rider, but left the matter open for further consideration.   

 On February 1, 2012, following the merger of AEP-Ohio with Ohio Power, AEP-

Ohio filed its 2012 gridSMART Rider (Case No. 12-509-EL-RDR) reflecting actual 

gridSMART spending and recovery for the year 2011 and calculation of the revenue 

requirement for 2012 based on projected spending for 2012.   

 Subsequent to this filing, AEP-Ohio filed its modified ESP 2 on March 30, 2012.  

By Order issued on August 8, 2012, the Commission approved, with certain 

modifications, AEP-Ohio’s modified ESP 2 application which included the continuation 

of the gridSMART Phase 1 rider subject to annual true-up and reconciliation based on the 

Company’s prudently incurred costs to be recovered from both the former Columbus 
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Southern and Ohio Power customers.  In addition, the Commission gave approval for the 

implementation of a future Phase 2 gridSMART rider.  

 In its Order (Case No. 12-509-EL-RDR) dated October 3, 2012, the Commission 

approved the 2012 gridSMART rider to become effective January, 2013.  Among other 

adjustments, the Commission determined that certain Community Energy Storage costs 

should be held in abeyance and adopted Staff’s recommendation that stranded meter 

costs, net of several adjustments, should be expensed over one year and be approved for 

recovery.   

 AEP-Ohio filed the 2013 gridSMART rider on February 1, 2013, reflecting actual 

project spending and revenue recovery during the year 2012 and projected project costs 

for 2013.  The Commission’s Order (Case No. 13-0345-EL-RDR) dated February 19, 

2014, gave the Company permission to set the gridSMART rider at $0.51 per month 

Residential and $2.10 per month Non-residential, effective April 17, 2014. 

 AEP-Ohio filed this 2014 gridSMART rider on February 3, 2014, reflecting actual 

project spending and revenue recovery during the year 2013 and estimated project costs 

for 2014. 
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STAFF REVIEW   

 In its review, Staff examined the as-filed schedules for accuracy and consistency 

with the Commission’s Opinion and Orders in previous gridSMART cases, including 

Case No. 13-345-EL-RDR.  In addition Staff performed an audit of the application to 

ensure the proper accounting treatment.  The audit consisted of a review of the financial 

statements regarding: completeness, occurrence, presentation, valuation, allocation, and 

accuracy.  Staff conducted this audit through a combination of document review, field 

inspections, interviews, and data requests.  Through this audit, Staff found three issues 

for which adjustments are recommended and more detail is provided further below: 

 A reduction of O&M expenses by $454,632 for the community energy storage 

units;      

 The reduction of $2,019,825.61 for non-incremental labor that was included in the 

reclassification adjustment from capital to expense; and   

  A reduction in capital of $951,101, which results in a carrying cost deduction 

(i.e., revenue requirement) of $233,183. 

Physical Audit 

Staff verified the locations of major equipment purchased in 2013 for the 

Distribution Automation and Integrated Volt Var Control (IVVC) program, as well as six 

Community Electric Storage (CES) units, one lab sphere, and one Distribution 

Automation Circuit Reconfiguration (DACR) demonstration trailer.  Staff completed an 
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on-site audit of the installation of one Viper recloser unit, one air brake switch, and 

physically verified one Cooper voltage regulator control while in the field.  No 

discrepancies were noted. 

Community Energy Storage (CES) Batteries 

One of AEP-Ohio’s gridSMART programs, the Community Energy Storage (CES) 

program, involved a plan to connect 25-kW batteries on customer premises behind 80 

secondary transformers in order to provide backup power, voltage correction, and 

integration of renewable energy sources.  After purchasing 38 of the CES batteries and 

installing 15 at customer sites, AEP-Ohio determined that the batteries were not 

performing as expected, and returned all 38 to the vendor to correct the deficiencies.  The 

Company sought recovery of the cost of the batteries in Case No. 12-509-EL-RDR.   

In that case, Staff requested that the Commission temporarily remove the battery 

costs while the deficiencies were being corrected.1  The Company disagreed with Staff’s 

position in Reply Comments2 and in Supplemental Comments.3  After considering the 

comments of the parties, the Commission directed AEP-Ohio to exclude certain costs 

                                                           
1   In the Matter of the Application of Ohio Power Company to Update its 

gridSMART Rider, Case No. 12-0509-EL-RDR (“Case No. 12-0509”), Staff Comments at 

8 – 9 (August 10, 2012).   

2   Case No. 12-0509, Ohio Power Reply Comments at 3 – 5 (August 17, 2012).   

3   Case No. 12-0509, Ohio Power Supplemental Reply Comments (September 25, 

2012).   
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associated with the CES battery units until the battery units “are returned, tested, 

operational and ready to be installed.”4   

In its application filed in the instant case, AEP-Ohio included $454,632 of the 

CES battery costs.  AEP-Ohio also seeks to reclassify this $454,632 in capital costs as 

O&M costs.   However, the $454,632 relates to the same 38 CES batteries that were at 

issue in Case No. 12-509-EL-RDR, and that were previously excluded by the 

Commission until AEP-Ohio proved that the batteries were “returned, tested, operational 

and ready to be installed.”5  In response to data requests, AEP-Ohio indicated that six 

CES batteries were returned from the vendor and that five of these batteries are 

operational.  AEP-Ohio intends to continue testing the batteries, but has not installed any 

of these batteries at customer sites.  In addition, AEP-Ohio indicated that it currently has 

no plans to install the batteries. Therefore, Staff recommends that the Commission 

exclude the $454,632 of O&M cost related to the CES batteries from gridSMART rider 

recovery because only six of the 38 batteries were returned from the vendor, only five of 

those were operational, and none are ready to be installed.   

Staff believes that AEP-Ohio must meet the specific criteria established by the 

Commission before recovery of the CES battery costs should be allowed.   

                                                           
4  Case No. 12-509-EL-RDR, Finding and Order at 10 (October 3, 2012). 

5   Case No. 12-509-EL-RDR, Finding and Order at 10 (October 3, 2012). 
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Labor Adjustment 

At the end of 2013, the Company reclassified $12,305,643 in certain capital projects to 

O&M.  Staff has determined that $2,019,825.61 of the $12,305,643 is non-incremental 

labor and, as such, ineligible to be included as an O&M expense.  Staff recommends that 

$2,019,825.61 in non-incremental labor be deducted from the revenue requirement.  

 Capital Reconciliation Adjustment 

AEP-Ohio misapplied various costs that had been booked as capital but should 

have been recorded as O&M expenses. AEP-Ohio made a correcting entry on the 

Company books in December 2013.   

 In order to recognize the correcting entry it made on its books, AEP-Ohio made an 

adjustment in this Rider by increasing capital costs by $951,101. (Response to Staff DR 

2, Attachment 1)  Staff questioned the appropriateness of this adjustment, and in response 

to Staff DR 19, Q 1, the Company agreed that the adjustment to capital for the $951,101 

should be withdrawn from the filing, as well as the associated carrying charges of 

$233,183.   

CONCLUSION 

Given the cumulative impact of Staff’s recommended adjustments as described 

herein, Staff is recommending new gridSMART rider rates of $1.00 per meter per month 

for residential customers and $4.17 per meter per month for non-residential customers. 
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Attachment 1 of these Comments demonstrates the effects of each Staff adjustment on 

the residential and non-residential rates.  It shows the revised rates after each adjustment, 

as well as the effect on the rates that each adjustment causes.   Changes to the revenue 

requirement are divided between the residential and non-residential revenue requirements 

using the percentage of distribution revenues that are residential and non-residential.     

 

 

Respectfully submitted, 

 

Michael DeWine 
Ohio Attorney General 

 

William L. Wright 

Section Chief 

 

 

/s/Devin D. Parram  

Devin D. Parram 

Assistant Attorney General 

Public Utilities Section 

180 East Broad Street, 6th Floor 

Columbus, OH  43215-3793 

614.466.4396 (telephone) 

614.644.8764 (fax) 

devin.parram@puc.state.oh.us 

 

On behalf of the Staff of  

The Public Utilities Commission of Ohio 

mailto:devin.parram@puc.state.oh.us
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PROOF OF SERVICE 

 I hereby certify that a true copy of the foregoing Comments submitted on behalf 

of the Staff of the Public Utilities Commission of Ohio was served via electronic mail to 

the following parties of record, this 15th day of September, 2014. 

 

/s/Devin D. Parram  

Devin D. Parram 

Assistant Attorney General 

PARTIES OF RECORD: 

Steven T. Nourse 

Yazen Alami 

American Electric Power Service Corp. 

1 Riverside Plaza, 29th Floor 

Columbus, Ohio 43215 

stnourse@aep.com 

yalami@aep.com 

Colleen L. Mooney 

Ohio Partners for Affordable Energy 

231 West Lima Street 

Findlay, OH 45839-1793 

cmooney@ohiopartners.org 

Terry L. Etter 

Assistant Consumers’ Counsel 

Office of the Ohio Consumers’ Counsel 

10 W. Broad Street, 18th Floor 

Columbus, Ohio 43215-3485 

etter@occ.state.oh.us 
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mailto:yalami@aep.com
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