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L. INTRODUCTION
On May 3, 2023, The Office of the Ohio Consumers’ Counsel (“OCC”) filed combined

Comments in the Companies’ 2020 and 2021 Rider AMI audit dockets.! OCC argues that the
Commission should disallow recovery of costs associated with the CEI Pilot after June 1, 2019,?
but it is unclear if OCC is arguing that CEI Pilot costs should not be recovered, or that they should
not be recovered specifically through Rider AMI.? Regardless of which argument is intended, the
Companies maintain that recovery of the CEI Pilot costs is appropriate and that recovery through
Rider AMI is proper as set forth in their comments.*

OCC agrees with Staff that certain incentive compensation costs associated with financial
performance and transmission and generation should be removed from Rider AMI.> The

Companies agree that CEI Pilot and Grid Mod I incentive compensation that was related solely to
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the achievement of financial goals should be removed from Rider AMI. The Companies addressed
this issue in their comments.®

Finally, OCC takes issue with the scope of the Rider AMI audits and the nexus to other
Commission proceedings.” The Companies agree that the scope of the Rider AMI audits includes
a review to determine that the investments are used and useful and were prudently incurred.
However, the Commission should not adopt OCC’s suggestion to conflate the annual Rider AMI
financial audits with the separately-conducted Operational Benefits Assessment® or its suggestion
that completion of Rider AMI audits — including a review for used and useful/prudency — must
occur before Grid Mod 11 is approved.’

IL. REPLY COMMENTS

A. Recovery of CEI Pilot Costs through Rider AMI is Appropriate.

OCC argues that the Commission should disallow recovery of approximately $5.2 million
in costs related to the CEI Pilot from June 1, 2019 through December 2022.!° The Companies
have addressed recovery of the CEI Pilot costs from June 1, 2019 through 2022 in their
comments,'! and they incorporate those comments by reference here. It is unclear if OCC is
arguing that CEI Pilot costs should not be recovered, or that they should not be recovered

specifically through Rider AMI.!? Either way, the Companies maintain that recovery of the CEI
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Pilot costs is appropriate and that recovery through Rider AMI is proper.!* If OCC is proposing
removal from Rider AMI, with the potential for recovery elsewhere, then if the Commission adopts
OCC’s suggestion, the Companies reiterate their request for authorization to create a regulatory
asset for these costs consistent with the terms authorized in Case Nos. 09-1820-EL-ATA and 10-
388-EL-SSO, including costs of O&M, depreciation, property tax expense, and carrying charges
at the weighted average cost of capital, for consideration in their upcoming base distribution rate
case. '

OCC further claims that allowing continued CEI Pilot charges to customers violates R.C.
4905.22 and the “settlements” in 16-481."> The costs are just and reasonable and authorized by
the Commission as explained in the Companies’ referenced comments; as such they do not violate
R.C. 4905.22. 1t is unclear what OCC is referring to when it argues that allowing cost recovery
for the CEI Pilot in Rider AMI violates “the settlements the PUCO approved in Case No. 16-481-
EL-UNC.”' In the Grid Mod I Stipulation and Recommendation,!” the Signatory Parties agreed
that:

Subject to Commission approval, nothing in this plan precludes the
Companies from recovering through Rider AMI costs associated
with other Commission-approved grid modernization investments
outside of this plan, including but not limited to . . . costs incurred

associated with the Smart Grid Modernization Initiative — Ohio Site
Deployment, Case No. 09-1821-EL-GRD. . . .8

Thus, the Stipulation expressly allowed the Companies to recover other Commission-
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Pilot, and including but not limited to such costs as were authorized in Case No. 09-1821-EL-
GRD.! As explained in the Companies’ comments in these dockets, Rider AMI, as approved by
the Commission in ESP IV, expressly authorizes recovery of CEI Pilot costs.? OCC was a non-
opposing Signatory Party to this provision of the Stipulation.?!

B. The Companies Agree to Remove Incentive Compensation Costs Related
Solely to Financial Performance.

OCC agrees with Staff that the Commission should remove from Rider AMI approximately
$2.1 million in incentive compensation costs associated with financial performance, transmission,
and generation in 2021 and 2022 combined.?” The Companies addressed Staff’s recommendation
in their comments in these dockets.?> The Companies agree that for the CEI Pilot and Grid Mod
I, costs of employee incentive compensation that were related solely to the achievement of
financial goals should be removed.?* As explained in their comments in the 2020 and 2021 audits,
the Companies made adjustments in their Rider AMI quarterly filings to exclude financial-based
incentive compensation costs associated with Grid Mod I that were included in the rider in 2020
and 2021.% And, the Companies further commented that they will make similar adjustments in
an upcoming Rider AMI filing for 2020 and 2021 financial-based incentive compensation costs

associated with the CEI Pilot.2® However, Staff’s proposed exclusions, with which OCC agrees,
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are higher than the amounts identified by the Companies, and the Companies are not able to
determine how Staff arrived at their numbers.?’

C. The Commission Should Reject OCC's Recommendation to Combine the
Operational Benefits Assessment with these Rider AMI Audits.

OCC takes issue with the scope of the Rider AMI audits and the nexus to other Commission
proceedings.?® OCC recommends that the next audit of Rider AMI should include a review and
verification that the Grid Mod I investments are used and useful and were prudently incurred, as
required by the Grid Mod I settlement.?’ The Companies agree that this is an appropriate review
for Rider AMI audits. The Supplemental Stipulation provides that the annual audits of Rider AMI
will include verification that Grid Mod I investments are used and useful and were prudently
incurred.

OCC further argues that in the next Rider AMI audit, in connection with the verification
that the investments are used and useful and were prudently incurred, the Commission should
reconcile the Companies’ Grid Mod I performance with the findings in the Grid Mod I Operational
Benefits Assessment.?! The Commission should not adopt OCC’s suggestion to conflate the
annual Rider AMI financial audits with the separately-conducted Operational Benefits
Assessment. The annual Rider AMI audits are standard, backwards-looking financial audits, and
the Stipulation and Supplemental Stipulation are explicit about what these audits will include.
The Stipulation and Supplemental Stipulation do not contemplate the Operational Benefits

Assessment being addressed, or the Companies’ Grid Mod I performance somehow being
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“reconciled” in a Rider AMI financial audit.*’

Pursuant to the Stipulation and Supplemental
Stipulation, the Operational Benefits Assessment is a separate, mid-point review of the
functionality and performance of the Grid Mod I program. The Operational Benefits assessment
— unlike the annual Rider AMI audits — was not intended to assess the Companies’ recovery of
Grid Mod I costs. Rather, the Operational Benefits Assessment was intended to consider whether
the functionality and performance of the Grid Mod I program, as deployed to date, were consistent
with its planned specifications.** The results of the Operational Benefits Assessment may be

33 Therefore, while a

incorporated into future deployment of grid modernization investments.
review to determine if Grid Mod I investments are used and useful and were prudently incurred is
appropriate for inclusion in annual Rider AMI audits pursuant to the Stipulation and Supplemental
Stipulation, addressing the Operational Benefits Assessment is not.

Finally, OCC contends that verification that Grid Mod I investments were used and useful
and were prudently incurred, and reconciliation of the Operational Benefits Assessment should be
completed in the next Rider AMI audit before any additional grid mod spending is allowed.>® The
Commission should not adopt OCC’s suggestion. There is no requirement in the Stipulation or
Supplemental Stipulation that the completion of Rider AMI audits — including a review for used
and useful/prudency — must occur before Grid Mod 11 is approved.?” The Rider AMI audits allow
for a financial review of Grid Mod I costs, including adjustments for costs found by the

Commission to not have been prudently incurred or that were not used and useful, consistent with

the Stipulation and Supplemental Stipulation. However, in accordance with the Stipulation and
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Supplemental Stipulation, the Rider AMI audits do not have a bearing on approval of future grid
modernization investment programs.3®
III. CONCLUSION

For the forgoing reasons, the Companies respectfully request that the Commission:

A. Decline to adopt OCC’s suggestion that CEI Pilot costs may not be recovered or
may not be recovered through Rider AMI after June 1, 2019 as more fully explained
in the Companies’ comments;

B. Find that the Companies have properly removed incentive compensation costs for
Grid Mod I from Rider AMI and that the Companies should remove incentive
compensation costs for the CEI Pilot from Rider AMI, as more fully explained in
the Companies’ comments; and

C. Decline to adopt OCC’s suggestions to conflate the annual Rider AMI financial
audits with the separately-conducted Operational Benefits Assessment and that
completion of Rider AMI audits — including a review for used and useful/prudency
— must occur before Grid Mod II is approved.
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