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BEFORE
THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Application of )
Ohio Power Company to Update Its ) Case No. 15-240-EL-RDR
gridSMART Rider. )

In the Matter of the Application of
Ohio Power Company to Update Its ) Case No. 15-1513-EL-RDR
gridSMART Rider. )

Nr

COMMENTS
BY
THE OFFICE OF THE OHIO CONSUMERS’ COUNSEL

INTRODUCTION

These cases mark the end of Ohio Power Compafytsity” or “Ohio Power”)
Phase | gridSMART project. Phase | of gridSMART \aaproved as part of the Utility’s
electric security plan under R.C. 4928.143. Thedawerning electric security plans
requires that gridSMART programs be cost-effectiire order for Ohio Power to legally
collect a return on and of its gridSMART capitat@stments, the law also requires that
“any property sought to be included in the calgalabf utility rates must be used and
useful in rendering public-utility servicé." The Utility also has the burden to

demonstrate that costs were prudently incurredreasbnablé.

' R.C. 4928.02(D).

2 Indus. Energy Users-Ohio v. Pub. Utility Comfil 7 Ohio St.3d 486, 492 (2000hio Consumers'’
Counsel v. Pub. Util. Compb8 Ohio St.2d 449, 453 (1979).

% Duke Energy Ohio v. Pub. Util. Comm31 Ohio St.3d 487, 488n (2012).
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And yet, after the expenditure of nearly $141 miffj of which consumers have
paid more than $60 million, there has been no shgwiat the gridSMART Phase |
expenditures were cost effective. And there has lm® showing that the capital
investments in gridSMART Phase | are used and us&far has there been any showing
that the operation and maintenance (“O&M”) costsoagted with gridSmart were
prudently incurred.

The PUCO Staff’'s review of gridSMART spending hagib minimal, at best. In
fact, this year’s initial review consisted of oryfew pages and recommended a $66,000
reduction to Ohio Power’s $47 million revenue resjdeThis is only a one-tenth of one
percent reduction in the amount Ohio Power woultecbfrom customers through the
gridSMART rider. The PUCO Staff admits that it pféxamines the as-filed schedules
for consistency with previous gridSMART orders tsere proper accounting and
regulatory treatment is applied.”

Without a prudence review to determine if the exjiemes are cost-effective and
without a determination that gridSMART investmentised and useful and expenditures
necessary to render service to customers (as eshjuinder R.C. 4909.15(A)(1)(4)), the
PUCO cannot approve the collection of these costa tustomers. All rates and charges
to customers, according to R.C. 4905.22, must $iegjnd reasonable. And to date, there
has been no showing that the charges are justeasdmable and comply with the law.
The PUCO should deny any further cost collecti@mficustomers of gridSMART Phase

| costs until and unless it determines that théscoset the above statutory standards.

* Application at 4.
® Staff's Updated Review and Recommendations atiBe(20, 2016).
®1d.



. PROCEDURAL BACKGROUND

On February 2, 2015, Ohio Power initiated Case1$e240 to review its
gridSMART Phase | spending for 2014 and the pregtcévenue and spending for
2015/ Ohio Power requested approval to raise the momésiglential customer charge
from $0.51 to $1.04 At the time the application was filed, the gridSRA rider rate
approved by the PUCO for 2013 gridSMART spending imeeffect’ The PUCO had
not issued an order in Case No. 14-192-EL-RDR riggrOhio Power’s gridSMART
Phase | spending for 2014. After Ohio Power fitschpplication in Case No. 15-240,
the PUCO approved a $1.01 per month charge pefergsal customer for the
gridSMART rider.*°

On August 28, 2015, Ohio Power opened Case No513;Iwhich is the final
gridSMART Phase | rider casé.Case No, 15-1513 involves Ohio Power’s actual
gridSMART Phase | spending and revenue collectiomfcustomers for January
through May 2015 and capital carrying costs fromeJtnrough December 2015,

On January 21, 2016, the PUCO Staff filed a Reviethese cases. The PUCO

Staff recommended that the gridSMART monthly chdogeesidential consumers be

" Case No. 15-240-EL-RDR, Application at 2 (Februar015).
®1d. at Attachment 4.

° In the Matter of the Application of Ohio Power Canp to Update Its gridSMART Rid@ase No. 13-
345-EL-RDR, Finding and Order (February 19, 2014).

191n the Matter of the Application of Ohio Power Cap to Update Its gridSMART Rid&ase No. 14-
192-EL-RDR, Finding and Order (March 18, 2015).

™ In Ohio Power’s second electric security plan c#se PUCO authorized Ohio Power to begin Phase II
of gridSMART. The PUCO also directed Ohio Powerdmove Phase | costs from the gridSMART rider
to either the Distribution Investment Rider or awrgridSMART rider. This is because “the gridSMART
Phase 1 rider was approved with specific limitagias to the equipment for which recovery could be
sought, and a dollar limitation.In the Matter of the Application of Columbus Southeower company
and Ohio Power Company for Authority to EstablisBtandard Service Offer Pursuant to Section
4928.143, Revised Code, in the Form of an Ele&eicurity Plan Case No. 11-346-EL-SSO, Opinion and
Order (August 8, 2012) at 62-63 (footnote omitted).

12 Case No. 15-1513-EL-RDR, Application at 3 (Aug2&t 2015).
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lowered $0.86, to $0.18.The PUCO Staff identified reductions totaling $383% in
Case No. 15-240 and another $128,708 in Case Nb513™*

Subsequently, Ohio Power filed Reply Comments disgissome of the
adjustments that the PUCO Staff recommerfdé@h June 20, 2016, the PUCO Staff
filed an Updated Review that agreed with some ab®ower’'s arguments. The PUCO
Staff recommended that the gridSMART rider be redusy only $62,398 in Case No.
15-240 and $210 in Case No. 15-1323The PUCO Staff recommended that the
monthly charge to residential customers in the3MART rider be $0.18’

On February 9, 2017, the Attorney Examiner issue#iatry establishing March
6, 2017 as a deadline for Initial Comments and M@, 2017 a deadline for filing
Reply Comment$® OCC hereby timely files its Initial Comments.

The cost of Ohio Power’s gridSMART Phase | projécis far is $141.3
million.'® The PUCO first approved gridSMART as part of ORmwer’s initial electric
security plan. Notably at that time OCC as welthesPUCO Staff were skeptical of the
program. At that time, the Staff of the PUCO argtleat there should be risk-sharing

between the ratepayers and shareholders, anddgeapr should include an operational

13 Staff Review and Recommendations at 3 (Januar@@16).
“1d. at 3-4.

!> Reply Comments 2 — 11.

16 Updated Review at 1-3.

Y1d. at 4.

8 Entry at 2.

91n the Matter of the Application of Ohio Power Camp to update its gridSMART Rider Rat€ase No.
15-1513-EL-RDR, Application at 4 (Aug. 28, 2015).
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savings or a cost-benefit analy&isThe Staff also pointed out that the Utility didtno
quantify any customer or societal benefits of theppsed gridSMART initiativé: The
PUCO'’s Staff's arguments were well made, but seginiignored by the PUCO.

The PUCO did not adopt a risk-sharing approach éetvihe ratepayers and
shareholders. The PUCO did not expressly adopstlenefit approach. And the
PUCO failed to require Ohio Power to quantify angtomer or societal benefits of
gridSMART. Instead, the PUCO seemed focus on thenpial long-term benefits to
customers and the utility — primarily reliabiligmd customers’ ability to manage and
reduce their energy costs.

[1]t is important that steps be taken by the eleattilities to explore and
implement technologies ... that will potentially prde long-term benefits
to customers and the electric utility. GridSMARTaBA 1 will provide
CSP with beneficial information as to implementatiequipment
preferences, customer expectations, and custorneagon requirements
... More reliable service is clearly beneficial toR2Scustomers. The
Commission strongly supports the implementatioAN [advanced
metering infrastructure] and DA [distribution autation initiative], with
HAN [home area network], as we believe these adz@technologies are
the foundation for AEP-Ohio providing its customtrs ability to better
manage their energy usage and reduce their enests’t

The PUCO stated that the technologibeuldprovide long-term benefits to

customers and the PUCO expected that more relsgiolece would clearly benefit its

% |n the Matter of the Application of Columbus SeuthPower Company for Approval of an Electric
Security Plan; an Amendment to its Corporate SejiamaPlan; and the Sale or Transfer of Certain
Generating Asset£ase No. 08-917-EL-SSO, Order at 36 (March 18920

2d.

22|n the Matter of the Application of Columbus Southeower company and Ohio Power Company for
Authority to Establish a Standard Service Offer$tuant to Section 4928.143, Revised Code, in thenFor
of an Electric Security PlarCase No. 11-346-EL-SSO, Opinion and Order at 68(8, 2012), citingn

the Matter of the Application of Columbus Southeawer Company for Approval of an Electric Security
Plan; an Amendment to its Corporate Separation Pt the Sale or Transfer of Certain Generating
AssetsCase No. 08-917-EL-SSO, Opinion and Order at&r¢h 18, 2009).
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customers. However, the PUCQO's assumptions foSEQART have not come to
fruition.

Ohio Power makes no pretense of providing morabédi service through
gridSMART. In fact, its most recent reliability stdards application requests that the
PUCO allow it to worsen its standardsAnd, an industry trade journal, SNL, reported
that “[w]ith about 1.5 million customers in 2015ER subsidiary Ohio Power, known
legally as Ohio Power Co., reported the highesttBAlith MED [major event days] at
202 minutes, well above the industry average ofrhifutes, and SAIFI without MED of
1.32.%

This is a clear indication that customers are aogiving more reliable service,
which was part of the promise of gridSMART. Thowggstomers continue to pay more
and more for gridSMART, the purported reliabilitgriefits are not being realized. Before
approving the final costs of gridSMART Phase I, Bi¢CO should investigate, audit, and
determine whether the costs customers are paymghave paid) are reasonable, meet

the standards of R.C. 4909.15, and, are cost afée@s required by law (R.C. 4828.02).

% n the Matter of the Establishment of 4901:1-10B)a¢linimum Reliability Performance Standards for
Ohio Power CompanyCase No. 16-1511-EL-ESS, Application (June 3@,620

4 Analysis: Electric utility reliability deteriorateth 2015 Fawad, SNL, (Feb. 23, 2017). SAIFI and
CAIDI are measurements for distribution systematality. SAIFI is the system average interruption
frequency index. It represents the average nuwhieterruptions per customer. CAIDI is the custsm
average interruption duration index. It represéimésaverage interruption duration or average tone
restore service per interrupted custom@eeOhio Adm. Code 4901:1-10-10(B)(1).
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.  RECOMMENDATIONS

A. Customers should not continue to pay for gridSMART Phase |
investments in the Distribution Investment Rider that have not
been found to be used and useful in providing sersé to
customers, consistent with R.C. 4909.15

Since the PUCO approved Ohio Power’s gridSMARTSeHathe PUCO Staff
has performed annual financial reviews of the cassociated with the gridSMART
Phase I rider. These reviews are typically limii@@n examination of expenditures from
the previous year and projecting revenue needhé&upcoming year. In Case No. 15-
240, the PUCO Staff reviewed the 2014 expendittekeded to gridSMART. In Case No.
15-1513, the PUCO Staff reviewed the 2015 experastior the period January through
May 2015. According to the ESP Ill Order, aftendd, 2015, the collection of
gridSMART Phase | capital requirements (return od af investment) will occur in the
Ohio Power’s Distribution Investment Rider (“DIR*ases” Additional O&M
requirements will be collected in the gridSMART Béal rider®®

While financial reviews of the gridSMART Phasedar are important, it is even
more important that gridSMART Phase | investmert®€kamined according to the
standards under the law. Under R.C. 4928.02, thereses of gridSMART Phase | must
be cost effective. Under R.C. 4909.15(A)(1), thepinvestments must be used and
useful in providing service to customers. And urideC. 4909.15(A)(4), the expenses
for gridSmart Phase | must be shown to be nece$siapyoviding service to customers.

But Ohio Power has made no such showing; nor r@RPthCO required such.

% |n the Matter of the Application of Columbus Southeower company and Ohio Power Company for
Authority to Establish a Standard Service Offer$uant to Section 4928.143, Revised Code, in thenFor
of an Electric Security PlarCase No. 11-346-EL-SSO, Opinion and Order at 6§(8, 2012).

%4,



Nor has the gridSMART Phase | program met the egpiens that the PUCO
espoused when first allowing Ohio Power to go fadwaith its pilot. For example, when
the PUCO approved the gridSMART Phase | programPtiCO mistakenly believed
that the advanced technologies such as advancedingeinfrastructure (“AMI”) and
distribution automation (“DA”) were foundationalrf®hio Power to provide customers
with the ability to better manage their energy @sand reduce their energy coStsAnd
the PUCO expected that a properly designed AMIesgsind DA can decrease the scope
and duration of electric outag&s But there has been no showing by Ohio Powertheat
AMI smart meters that Ohio Power installed haveesasonsumers money or provided
all of the options necessary that could help custsmeduce their electric bills. The
reliability improvements associated with DA deplamhon 70 circuits have not resulted
in improved reliability. If anything, DA capabils seem to be contributing to a decline
in reliability performancé’

And yet despite these facts, customers contins@aalder the bill for
gridSMART Phase | investments that were never detnated to be cost effective.
Customers will be paying a return on and of thd$MART Phase | investments for
many years through the DIR. Customers should natirt@e to pay for gridSMART
investments that have not been found to be usedsafdl in providing utility service as

required by R.C. 4909.15.

"|n the Matter of the Application of Columbus Southeower Company for Approval of an Electric
Security Plan; an Amendment to its Corporate SefpamaPlan; and the Sale or Transfer of Certain
Generating Asset€ase No. 08-917-EL-SSO, Opinion and Order afvgar¢h 18, 2009).

2)d.

2n the Matter of the application of Ohio Power Caanp to Initiate Phase 2 of Its gridSMART Project
and to Establish the gridSMART Phase 2 Rit&se No. 13-1939-EL-RDR, Direct Testimony of P.
Lanzalotta at 29 - 32 (July 22, 2016).



B. An examination of the reliability benefits thatcustomers
receive from the gridSMART Phase | is necessary tdetermine
if customers should continue paying for the Distriloition
Automation capabilities through the DIR.

The gridSMART Phase I project included Ohio Podeploying Distribution
Automation Circuit Reconfiguration (“DACR”) capaibiks on 70 circuits. When DACR
is operating properly, customer interruptions caraboided because electricity can be
automatically rerouted around the location whefaudt exists. As a result, fewer
customers should be interrupted compared to théoeuof customers who would have
lost power had DACR not been installed. DACR dao assist in identifying fault
locations and in expediting restoration efforts.

DACR technology is expensive. In fact, Ohio Poggent approximately
$390,000 per circuit, or $27.3 million collectively capital costs that are paid by
customers to deploy DACR on the 70 circdftsIn addition, there is an on-going annual
O&M cost of about $800,000 that customers mustgsspciated with the 70 circuits that
have DACR capabilities. These O&M costs will belecied from customers indefinitely
through the gridSMART Phase Il rider. Even thoughdPower claims that the
gridSMART DACR technology is supposed to improviaiality, it has proposed
lowering its electric reliability standards. Tltiemes at the same time that Ohio Power is
also spending hundreds of millions of dollars atigulrough its DIR for infrastructure
modernization through its DIR that is also suppaseidiprove reliability

In Ohio Power’s reliability standards case, Ohtaver now requests PUCO

approval to lower its electric service reliabilgiandards in a manner that puts all of its

39In the Matter of the Application of Ohio Power Canp to Initiate Phase 2 of its gridSMART project
and to Establish the gridSMART Phase 2 Ritlase No. 13-1939, Application, Attachment A 468pt.
13, 2013).



1.1 million customers at risk of more and longevee outages. This, despite Ohio
Power’s claim in its DIR work plan to “positivelynpact reliability performance to
customers across the service territoty.Ohio Power’s reliability standards Application
seeks to allow longer customer outage times an@ mberruptions of electric service.
Ohio Power proposes increasing both the SAIFI aedXAIDI reliability standards

Table 1 provides a comparison of Ohio Power’s bdiig for 2013 through 2015
compared with the PUCO Standard.

Table 1: AEP Reliability (2013 — 2015)

Ohio Power 2013 2014 2015
SAIFI Standard 1.2 1.2 1.2
CAIDI Standard 150 150 150

(minutes)
SAIFI Performance 1.03 1.13 1.13
CAIDI Performance 140 134 139
gridSMART Phase | 0.85 1.28 1.36
DACR SAIFI

While Ohio Power met the PUCO SAIFI standard ofdnd the CAIDI standard
of 150 minutes for each year between 2013 and A&1SAIFI increased (became less
reliable) in 2015 and 2014 compared with 2013.sTheans that the average number of
outages that customers are experiencing is inergag\nd SAIFI substantially increased
(became less reliable) for the 70 circuits whese@ACR was installed as part of the
gridSMART Phase I. In 2013, the average numbeutdges for customers on the
DACR feeder circuits experienced for the year w&%0 Yet by 2015, the average

number of outages customers on the DACR feedauitsrdeteriorated to 1.36 (a decline

31 |n the Matter of the Commission’s Review of theo®tower Company’s Distribution Investment Rider
Work Plan for 2016 Case No. 16-24, Notice at 2 (Jan. 8, 2016).
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in performance of approximately 63 percent). Rulity performance data for 2016 will
be filed with the PUCO on March 31, 2017.

Even though Ohio Power claims that reliability pemiance would improve with
gridSMART Phase I, the actual data shows somettongpletely different. Customers
have more outages and the durations are not stilafifadecreasing. Therefore,
customers should not pay for technology that isused and useful in providing the
service. In other words customers should not fQaired to pay for gridSMART Phase |
DACR costs that have not improved reliability.

C. An examination of the costs and benefits of theMI meters

that Ohio Power purchased under the gridSMART Phasé

program is necessary to justify charging customerfor those
costs through the DIR.

The gridSMART Phase | program as approved by thé ® included the
installation of approximately 132,000 AMI meterplitged throughout the northeast
quadrant of Franklin Count{. The AMI meters cost approximately $210 e&tbr
collectively $27.7 million in capital costs, plusbstantial investment in communications
infrastructure. The actual quantifiable annualsgs associated with the gridSMART
Phase | AMI deployment is approximately $6.50 petenor $858,000 annualfy.

Other benefits of the 132,000 AMI meters have eitiad been quantified or are
unquantifiable. Regardless, a full examinatiothef AMI deployment is necessary to
determine if the benefits that customers receigmfthe AMI meters support the costs.

In other words, the charges that customers pagrfdSMART must be determined to be

32n the Matter of the Application of Ohio Power Canp to Initiate Phase 2 of its gridSMART Project
and to Establish the gridSMART Phase 2 Ri@ase No. 13-1939-EL-RDR, Application, AttachmaArst
2,5 (Sept. 13, 2013).

31d. at 8.
341d. at 5.
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reasonable. According to Title 49, the PUCO nemsture that utility charges are
reasonable, cost-effective and that the propegittie customers are paying for is used
and useful in the provision of utility service.

In considering the costs for the gridSMART Phasd/l, the review should also
consider the additional money Ohio Power is colhectrom customers with AMI meters
that are remotely disconnected for non-paymentio ®bwer sought and obtained PUCO
approval to use the AMI technology to remotely distect customers who have
gridSMART Phase | AMI meters without actually phlgaly visiting the premises prior
to the disconnectioff. Remote disconnection/reconnection means that Pbweer is
able to avoid considerable labor and vehicle dostsause its personnel do not have to
make at least two physical visits to the customieoie, as required by PUCO rules.
Ohio Power has not sought to reduce its base t@i@sstomers to reflect its reduced
costs.

Further, Ohio Power has not filed an applicationeduce the reconnection fee
for AMI disconnections to reflect the lower costsefrvice associated with automated
remote disconnections. Customers who have AMI reeted are remotely disconnected
for non-payment must still pay the same labor isientariffed reconnection fee of $53
that a customer without AMI must pay to have saviestored. Between June 1, 2015
and May 31, 2016, Ohio Power disconnected a téthB5,872 customers across all of

the counties it serves in OHib.Nearly one third of those disconnections — 40,299

% R.C. 4905.22, 4909.15, and 4928.02(D).

% n the Matter of the Application of Ohio Power Caanp for a Limited Waiver of Ohio Adm. 4901:1-
18(A)(2) Case No. 13-1398, Entry (March 18, 2015).

37In the Matter of the Annual Report of Service Distections for Nonpayment Required by 4933.123
Ohio Revised Codé&ase No. 16-1224-GE-UNC, Ohio Power’s Notice @iuhe 30, 2016).
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coincidentally occurred in the gridSMART Phaservge area (Northeast Franklin
County) where the AMI meters are deploy&dThe PUCO's review should ensure that
Ohio Power cannot profit from the remote disconio&cdf customers who have AMI

meters.

IV.  CONCLUSION

According to R.C. 4905.22, the PUCO cannot alloiltigls to charge customers
unjust or unreasonable costs. Therefore, the PUQS, nm following its duties
prescribed under R.C. 4905.04, ensure that its®@e in accordance with the law.
However, the PUCO has never made a reasonableeigsmaation concerning Ohio
Power’s gridSMART Phase | charges to customersaBse Title 49 requires that
customers pay only reasonable charges for gridSMRR3se |, OCC asks the PUCO to
order a prudency review of gridSMART Phase | capieestments and costs charged to
customers before allowing Ohio Power to chargeuttomers any more dollars for the

gridSMART Phase | program.

3 n the Matter of the Application of Ohio Power Caanp to Initiate Phase 2 of Its gridSMART Project
and to Establish the gridSMART Phase 2 Ritlase No. 13-1939-EL-RDR, Direct Testimony of J.
Williams at 21 (July 22, 2016).
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