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Background and Experience 

1 Q. PLEASE STATE YOUR NAME, POSITION AND BUSINESS ADDRESS, 

2 A. My name is Michael J. McGarry, Sr. I am President and Chief Executive Officer of Blue 

3 Ridge Consulting Services, Inc. My business address is 2131 Woodruff Road, Ste 2100 

4 PMB 309 Greenville, SC 29607. 

5 Q. PLEASE SUMMARIZE YOUR QUALIFICATIONS AND EXPERIENCE. 

6 A. Prior to assuming my present position, I was Vice President of East Coast Operations 

7 from July 2003 to June 2004 with Hawks, Giffels & Pullin (HOP), Inc. In that position, I 

8 was responsible for developing and overseeing client engagements in utility regulatory 

9 affairs, management audit, and rate case management. From August 2001 to July 2003,1 

10 was an independent consultant working on a number of different projects including a 

11 renewal/update of delivery service tariffs for Illinois Power and several utility street 

12 lighting cost benefit assessment projects. From June 2000 until August 2001,1 was a 

13 senior consultant with Denali Consulting, Inc., a utility supply chain and e-procurement 

14 strategy and implementation firm. From October 1997 throug June 2000, I v̂ âs 

15 employed by Navigant Consulting, Inc. and several of its predecessors or acquired firms 

16 working on a number of different projects including a management audit of Southern 

17 Connecticut Gas Company and the original delivery service tariff filing for Illinois 

18 Power. From July 1985 through October 1997, I was with the New York State 

19 Department of Public Service (NYSDPS) in its Utility Operational Audit Section where 

20 we conducted focused, operational audits in many facets of utility operations for all 
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1 sectors of the utility industry including gas, electric, telecommunications, and water. 

2 Prior to my employment with the NYSDPS, I was a rate analyst with Orange and 

3 Rockland Utilities (1981 to 1983) and then Seminole Electric Cooperative (1983 to 

4 1985). I received my Masters of Busmess Administration from the State University of 

5 New York at Buffalo in 1996 and a Bachelor of Arts in Economics from Potsdam 

8 College (SUNY) in 1981. 

7 Q. WHERE HAVE YOU PRESENTED TESTIMONY? 

8 A, I have presented or supported testimony in Colorado, Delaware, Illinois, Maine, 

9 Michigan, Maryland, New York and Permsylvania. These proceedings included 

10 testimony involving management decision and prudence impacts, operations and 

11 maintenance expenses, capital investments, revenue requirements, project management, 

12 and other areas. Most recently, I have testified in a number of proceedings before the 

13 Michigan Public Service Commission on behalf of the State Attomey General and before 

14 the Maryland Public Service Commission on behalf of Staff These cases have included 

15 electric and gas base rate, power supply cost recovery and gas cost recovery cases. A list 

16 of these cases is included in Attachment A. As a staff member with the NYSDPS, I 

17 testified regarding the prudence of New York State Electric & Gas Company's capital 

18 investment in coal cleaning technology, regarding the prudence of Jamaica Water 

19 Company's investment in a new customer information system, and regarding a show 

20 cause proceeding involving Long Island Lighting's operation and maintenance expenses. 

21 I have testified on behalf of the Illmois Citizens Utility Board and the Cook County 

22 State's Attorney's Office and the City of Chicago in Docket 05-0597 and supported client 
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1 testimony for what is now Ameren-IP related to delivery service tariffs filings in 1999 

2 and 2001. I testified on behalf of the Public Advocate of the State of Maine in Docket 

3 2004-813 on the appropriateness of an accelerated cast-iron replacement program. 

4 Q. WITH RESPECT TO MATTERS CONCERNING BASE RATE INCREASES, 

5 CAN YOU HIGHLIGHT BRIEFLY YOUR EXPERIENCE? 

6 A. I have reviewed, analyzed, and testified on base rate increase filings in a number of 

7 jurisdictions including Consumers Energy Company in Michigan, Delmarva Power & 

8 Light Company in Delaware, Potomac Electric Power Company in Maryland and the 

9 District of Columbia, and Commonwealth Edison in Dlinois. 

10 Q. HAVE YOU PROVIDED A MORE DETAILED DESCRIPTION OF YOUR 

11 QUALIFICATIONS? 

12 A. Yes. A description of my qualifications is included as Attachment A. 
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Purpose and Summary of Direct Testimony 

1 Q. FOR WHOM ARE YOU APPEARING IN THIS PROCEEDING? 

2 A, I am appearing on behalf of the Ohio Hospital Association ("OHA" or "Hospitals"), 

3 Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

4 A. My testimony will point out several significant shortcomings of the Companies' 

5 proposals related to the overall reasonableness of the ESP and the likely effect of those 

6 shortcomings on customers including OHA. 

7 Q. PLEASE SUMMARIZE YOUR TESTIMONY 

8 A. I believe that the ESP filing as proposed unfairly burdens customers with costs that have 

9 not been adequately reviewed and evaluated as to their ^propriateness and legitimacy by 

10 the parties to this proceeding. The Commission, as a result, should issue an order that 

11 requires Columbus Southem Power Company ("CSPC") and Ohio Power Company 

12 ("OPC"), subsidiaries of American Electric Power Company, hic. ("AEP" or "AEP-

13 Ohio") to file the necessary schedules, data, and information that would enable the parties 

14 and the Commission to properly evaluate AEP's ESP filing so that a clear determination 

15 of whether this filings is "more beneficial in the aggregate" than would be a market rate 

16 offer under Ohio Revised Code Section 4928.143. I will refer to CSPC and OPC 

17 collectively as the "Companies". 
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Background 

1 Q. PLEASE PROVIDE THE BACKGROUND WITH THIS CASE. 

2 A. On, May 1, 2008, Amended Substitute Senate Bill No. 221 (SB221) was signed into law 

3 by the Governor of Ohio. SB221 is intended to provide a process to establish generation 

4 rates via an Electric Security Plan or a Market Rate Offer. SB221 required electric 

5 distribution utilities in Ohio establish a standard service offer ("SSO")^ based on a market 

6 rate offer ("MRO")^ or an electric security plan ("ESP")^ Electric distribution utilities 

7 are required to file either and ESP and/or a MRO as part of this legislation. On September 

8 17, 2008, the Public Utilities Commission of Ohio ("PUCO" or "Commission") issued an 

9 Order in Case No. 08-777-EL-ORD adopting rules for Standard Service Offer, Corporate 

10 Separation, Reasonable Arrangements, and Transmission Riders for Electric Utilities 

11 Pursuant to Sections 4928.14, 4928.17, and 4905.31, Revised Code, as amended by 

12 Amended Substitute Senate Bill No. 221. These rules defined the procedural and filing 

13 requirements for electric distribution utilities when filing either ESP or MRO. 

14 Q. PLEASE DESCRIBE YOUR UNDERSTANDING OF THE PURPOSE OF 

15 COMMISSION'S ORDER AND RESULTING RULES AND CHANGES TO THE 

16 OHIO ADMINISTRATIVE CODE. 

^ "Standard service offer" means an electric utility offer to provide consumers, on a comparable and 
nondiscriminatory basis within its certified territory, all competitive retail electric services necessary to maintain 
essential electric service to consumers, including a firm supply of electric generation service. 
^ "Market-rate offer" means an electric utility plan for the supply and pricing of electric generation service pursusmt 
to section 4928.142 of the Revised Code. 
^ "Electric security plan" means an electric utility plan for the supply and pricing of electric generation service 
including other related matters pursuant to section 4928.143 of the Revised Code. 
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1 A. The Commission's order sets forth the processes and the required information, rationale, 

2 and data electric distribution utilities must file when justifying the inclusion of various 

3 provisions and costs within their respective ESP and/or MRO. The order modified 

4 sections of the Commission's rules contained in Section 4901:1-35 of the Ohio 

5 Administrative Code. 

6 Q. PLEASE PROVIDE AN OVERVIEW OF THE COMPANIES' PROPOSAL. 

7 A. AEP-Ohio filed its application to the Commission on behalf of CSPC and OPC imder the 

8 requirements of SB221 on July 31, 2008, for an ESP. The Companies are not seeking an 

9 MRO at this time, but reserve the right to file an MRO at a later date.* The major 

10 components of AEP-Ohio's ESP include: 

11 • A fuel adjustment clause; 

12 • A non-fuel base generation annual rate adjustments including environmental 

13 capital carrying costs; 

14 • A provider of last resort (POLR) charge; 

15 • A base distribution rate adjustment for enhanced reliability and gridSMART; 

16 • A n energy efficiency and demand reduction rider; 

17 • A n economic development rider; and 

18 • Recovery of previously authorized distribution regulatory assets.̂  

19 If approved by the Commission, this ESP will cover the three year period 

20 beginning January 1,2009, thru December 31,2011. In addition, the Companies propose 

'' Columbus Southem Power Company's and Ohio Power Company's Application dated July 31,2008, page 2. 
^ Direct Testimony of Joseph Hamrock, Page 10, lines 8-15. 
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1 to limit the effect of any resulting price increases to customers as a result of 

2 implementing the plan components described above to 15% per year for the period of the 

3 plan.̂  Any excess costs above the 15% will be deferred via the fuel adjustment clause for 

4 later recovery. 

5 Finally, the Companies are proposuig several riders that will recover transmission 

6 costs and costs for other government mandates. 

Discussion 

7 Q. WHAT IS THE OVERALL DOLLAR IMPACT OF THE COMPANIES' 

8 APPLICATION? 

9 A. For CSPC, AEP-Ohio is proposing to increase rates to customers by $238,488,844 

10 (13.41%) m 2009, $302,566,237 (15%) in 2010 and $347,242,516 (15%).̂  For this tiiree 

11 year period, AEP-Ohio is proposing to raise customer rates under the ESP by 

12 $889,010,544 or 50%. For OPC, AEP-Ohio is proposing to increase rates to customers 

13 by $224,453,990 (13%) m 2009, $292,573,199 (15%) in 2010 and $338,459,179 (15%).* 

14 For this three year period, AEP-Ohio is proposing to raise OPC customer rates under the 

15 ESP by $853,486,369 or 50%. If tiie ESP's are approved by tiie Commission, AEP-Ohio 

16 will raise customer rates in Ohio by more than $1.7 Billion over the next three years. 

17 Q. IS THIS ALL THAT CUSTOMERS, INCLUDING OHA, WILL EVENTUALLY 

18 PAY? 

^ Direct testimony of Joseph Hamrock, Page 11, lines 1-3. 
^ Exhibit DMR-1 page 1 of 2 columns marked "total increase" and 'total bill % increase" for 2009,2010 and 2011. 
* Exhibit DMR-1 page 2 of 2 columns marked 'total increase" and 'total bDl % increase" for 2009,2010 and 2011 

10 
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1 A. No. The Companies are proposing to limit the increase in rates to 15% per year absent 

2 changes in other government mandates. However, in the first year of the ESP, the 

3 Companies are forecasting that the initial fuel adjustment costs ("FAC") will be such that 

4 the total impact to customers vrill be greater 15%. The Company is projectmg that 

5 $112.0 million of FAC will be deferred for CSPC and $300 million will be defenred for 

6 OPC. The Company is then proposing to include $34.1 miUion and $115.4 milUon of 

7 carrying charges in those first three years before the Companies begin recovering the 

8 deferred charges from customers in 2012.̂  The Companies propose to then coUect 

9 additional carrying charges during the period of time that Base FAC revenues exceed 

10 Base FAC revenue requirements. In total, the Companies are proposing to collect $1,012 

11 biUion of additional charges related to deferred FAC expenses so that it can limit the 

12 potential increase to customers in the first three years of the ESP'^ which wUl be 

13 recovered through an FAC tracker mechanism." 

14 Q. IS THERE ANYTHING ELSE THAT CUSTOMERS, INCLUDING OHA, WILL 

15 EVENTUALLY PAY? 

16 A. Yes. The Companies are proposing to begin recovery of costs associated with previously 

17 autiiorized regulatory assets.̂ ^ With carrying changes, the Companies will collect an 

^ Exhibit LVA-1 page 1 of 1 lines marked '̂ Deferred FAC expense" and "deferred carrying charge" for 2009,2010 
and 2001. 
'** For CSPC - $112.0M of Deferred FAC plus $99.4M of canying charges, For OPC - $300M+$139M of deferred 
FAC plus $361 .SMillion of carrying charges - See Exhibit LVA-1 page 1 of 1. 
" Direct testimony of Lenord V. Assante, page 21, Lines 8-11. 
'̂  These previously approved assets include various costs associated with implementing customer choice in case no. 
99-1729-EL-ETP and 99-1730-EL-ETP, rate case expenses in case no 04-169-EL-UNC, canying charges on 
distribution line extension charges in accordance with the PUCO Order in Case No. Ol-2708-EL-COI, the 
Monongahela Power Company transfer mtegration costs and the companies' voluntary Ohio Green Power Pricing 
program - see Direct Testimony of Leonard V. Assante, pages 31 and 32, lines 20-23 and 1-13, respectively. 

11 
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1 additional $304 miUion ($182.4 mUlion for CSPC and $121.6 for OPC) from 2012 to 

2 2018. These costs will also be recovered through a tracker and true-up mechanism, 

3 Q. WHAT IS THE TOTAL OF THE MINIMUM INCREASES THAT CUSTOMERS 

4 WILL INCUR IF THE ESP IS APPROVED? 

5 A. The Companies are proposing to recover increased costs from customers including OHA 

6 over the next 10 years of $3,059 Billion; more than half of this wiU be collected in the 

7 first three years. Exhibit MJM-1 contains the derivation of my calculations. This does 

8 not include increases to costs on distribution and non-FAC generation related costs as 

9 well as other government mandates and initiatives that are also likely to be included in 

10 subsequent ESP filings. 

11 Q. ARE THERE ANY COMPONENTS OF THE INITIAL INCREASES IN THE 

12 FIRST THREE YEARS THAT ARE SIGNIFICANT? 

13 A. Yes. Included in the Companies' proposed increases imder the ESP are increases to two 

14 component, Non-FAC generation and distribution costs. AEP-Ohio is proposing to 

15 increase NON-FAC generation costs annually by 3% and distribution costs annually by 

16 7% for CSPC; and 7% and 6.5% respectively for OPC. In total, the Companies are 

17 seeking to recover more than $272.3 milUon for non-FAC related base generation and 

18 distribution costs (see DMR-1). 

19 Q. WHAT ARE THESE NON-FAC GENERATION AND DISTRIBUTION COST 

20 INCREASES INTENDED TO RECOVER? 

" Dhect testimony of Lenord V. Assante, page 31, lines 7-11. 

12 
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1 A. The Non-FAC generation cost annual cost increase (3% for CSPC and 7% for OPC) is so 

2 that the Company can recover the capitalized costs and related carrying charges 

3 associated with investments the Comparues made to meet enviromnental requirements 

4 during 2001 to 2008 and firrther anticipated expenditures in 2009, 2010 and 2011.̂ "* The 

5 distribution rate increase (7% for CSPC and 6.5% for OPC) are intended to recover costs 

6 associated with enhancing distribution service reliability and Phase 1 of the gridSMART 

7 program in CSP's service territory.̂ ^ 

8 Q. WHAT DO YOU CONCLUDE FROM THE INFORMATION YOU HAVE 

9 PRESENTED THUS FAR IN THIS TESTIMONY? 

10 A. With over $3 billion of proposed increases the Companies are proposing to collect fix^m 

11 its customers including the members of OHA over the next 10 years, it is vital that the 

12 review of the supporting information data and assumptions be thorough and completed 

13 with sufficient due diligence. 

14 Q. DO YOU HAVE ANY CONCERNS RELATED TO THE PROCESS THAT IS 

15 BEING USED TO ESTABLISH THE RATES EN THE COMPANIES ESP 

16 FILING? 

17 A. Yes. SB221 requires that the Commission issue an order related to the Companies' filing 

18 150 days after the initial application filing date.*^ This timeframe is much shorter than I 

Columbus Southem Power Company's and Ohio Power Company's AppUcation dated July 31,2008 page 5. 
^̂  Columbus Southem Power Company's and Ohio Power Company's Application dated July 31,2008 page 6. 
Note: the Company's application notes that six additional items will be reflected in distribution rates; provider of 
last resort, economic development/job retention, energy efficiency/peak demand reduction requirements, altemate 
feeder service, line extension charges and Commission - authorized distribution regulatory assets. 
*^S.B. 221 4928.143 (C)(1) 

13 
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1 have experienced in other jurisdiction including Ohio. From my perspective, the time 

2 frame is aggressive. The parties to the proceeding includmg the OHA, Staff, Office of 

3 the Ohio Consumers' Counsel (OCC), and others have the burden to be expeditious to 

4 obtain, review, analyze, and develop positions on the issues, costs, and underlying data 

5 that AEP-Ohio submitted in its initial filing. 

6 In this particular instance, the Companies filed its application on July 31, 2008, 

7 and the Attomey Exanuner issued a procedural order on August 5,2008, which was later 

8 revised on September 5, 2008. The revised procedural order required the interveners 

9 including OHA file testimony on October 31, 2008, which is 92 days from the initial 

10 filing. However, as a result of an Order issued by the Commission on September 17, 

11 2008, the Companies agreed to comply with initial rules which set forth what additional 

12 information would be required in AEP-Ohio's application.'^ As a result of a meeting 

13 with Staff, ordered by the Attomey Exammer on September 23, 2008, AEP-Ohio 

14 submitted additional information on October 16, 2008, 15 days before mtervener 

15 testimony is due to be filed. In that filing, the Companies provided what tiiey believe 

16 brought them into compliance with the initial rules as outiined in the PUCO's September 

17 17, 2008, Order. This information filed on October 16, 2008,'^ contains proforma or 

18 projected forecasts of the resulting impacts of the Companies ESP on its financial 

19 earnings for the term of the respective ESPs. As such, several key pieces of information 

20 related to what the overall financial impact of the ESP will have on the earnings of the 

See PUCO Order dated September 17,2008. 
For ease of reference I have included the Company's October 16,2008, fihng as Exhibit MJM-2. 

14 
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1 Companies was available for discovery, analysis and review 15 days prior to the 

2 submission of testimony. 

3 Q. WERE YOU ABLE TO ANALYZE THESE PROFORMA STATEMENTS? 

4 A. No, not in any meaningful sense. Time and the level of effort needed to review the 

5 discovery already submitted in the proceeding along with preparing my direct testimony 

6 in this case did not permit sufficient time to conduct a detailed analyses of these 

7 statements. Considering that discovery turnaround is generally 5-7 days, this left little if 

8 any time for the intervener parties, excluding Staff*̂  to review this important information. 

9 Q. WHAT IS YOUR MAJOR CONCERN REGARDING THIS FILING? 

10 A. I am concerned that OHA is being rushed to judgment on what its position should be on 

11 the reasonableness and accuracy of the filing that the Companies have made in tiieir 

12 respective ESP's. I have described the magnitude of the proposed that all of the 

13 Companies' customers, including OHA, will face if the ESP plan is approved. WhUe I 

14 understand the need for the actions that the Ohio Legislature and the PUCO have taken is 

15 primarily driven by the expiration of the rate stabilization plans adopted in 2004 at the 

16 end of 2008,1 believe the hospitals are being rushed to fully evaluate the underlying data, 

17 assumptions, increases and resulting impact on their costs. I suspect that other parties 

18 may also feel this way. 

19 Q. CAN YOU EXPLAIN THIS CONCERN? 

Staff will file its testimony on November 7,2008 - one week afler all other interveners. 

15 
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1 A. Let me provide a concrete example. Mr. David M. Roush Direct Testimony contains an 

2 exhibit DMR-1 that I have referenced earlier as it relates to the dollar value of the various 

3 costs and related increases the Companies are seeking to implement in their respective 

4 ESPs. This exhibit shows as its starting point the "current rates" column with amounts 

5 (presumed to be revenues) of $1,778,632,738 for CSPC and $1,726,034,005 for OPC. 

6 From this column, all of the increases that I discussed above are applied for 2009 through 

7 2011, The column is broken down into major components including FAC, Non-FAC 

8 Components, POLR, Distribution, Energy Efficiency and Peak Demand Reductions, 

9 Transmission Cost recovery and Other. Mr. Roush does not mention in his testimony 

10 where the starting column comes from except to say, "Exhibit DMR-1 summarizes each 

11 component of each Company's request based upon information provided to me by 

12 Companies' witnesses."̂ ** I could not find where any of the Companies' vritness 

13 provided the source of this "current rates" colunm in their testimony. However, in 

14 reviewing the Companies' reply to Staff Data Request No. 10, I found Staff had 

15 requested tie-in to the basis of these amounts shown in the "current rates" column on 

16 DMR-1. Staff request that the Company provide an "update of the Ballpark February 

17 2008 Realization". The Companies response shows the fimctionalized (generation, 

18 transmission and distribution) revenues by customer classes (residential, commercial, 

19 industrial and other).̂ ^ I determined that the information included on DMR-1 as a 

20 starting point for the Companies' proposed increase imder the "current rates" colunm is 

21 based on what appears to be a class cost of service analysis (Staff Request No. 10). 

*̂* Direct testhnony of David M. Roush, Page 3, Imes 21 and 22. 

16 
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1 Q. WHY IS THIS A CONCERN? 

2 A. Since these ESP's are dealing with increases in distribution rates and others that all 

3 customers, including OHA, vwll be expected to pay, the Companies should be required to 

4 provide that level of detail to show that these costs are reasonable and prudent. Since 

5 these figures represent a 2008 "ballpark" projection, the underlying basis (i.e., the actual 

6 costs) should be reviewed for reasonableness, prudency, accuracy, and appropriateness 

7 for a distribution electric utility. 

8 Q. WHAT ARE YOU SUGGESTING? 

9 A. According to AEP's filing, the Companies wUl have these rates in effect during the three 

10 year term of the ESP. As such, they will not be required to file a traditional base rate 

11 case under these plans. That being the case, there is no way to review whether the 

12 starting point, that is, "current rates" are true, reasonable, prudent, or appropriate. It is a 

13 disservice to the customers, including OHA, to rush this proceeding without a thorough 

14 and complete review of the starting point rates that are currentiy in effect. It is my non-

16 legal understanding tiiat Ohio Revised Code Section 4928.143(C)(1) reqmres the 

16 Commission to approve AEP-Ohio's ESP application is "more favorable in the aggregate 

17 as compared to the expected results that would otherwise apply" under an MRO. If the 

18 Commission is imable to make this finding, it must disapprove the application. Given the 

19 state of the evidence provided thus far, it does not appear possible for the Commission to 

20 approve this application. 

'̂ MJM-3 Companies response to Staff Data Request 10. 

17 
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1 Q. DO YOU HAVE ANY EVIDENCE TO SUGGEST THAT THESE CURRENT 

2 RATE REVENUES AS SHOWN ON DMR-1 ARE INACCURATE OR NOT 

3 REFLECT OF THE COMPANY'S TRUE COSTS? 

4 A. The compressed schedule and presentation of key data less than two weeks from when 

5 testimony was due did not permit such evaluation. In fact, early on in this proceeding 

6 (i.e., a little over six weeks ago), the Companies were objecting to proAdding any 

7 information that could possibly result in even a part of tiie assessment. For example, in 

8 response to OEG 1-16, where the Companies were asked to provide historical 2007 and 

9 projected 2008 financial income and balance sheet information in FERC Form 1 formats, 

10 the Company objected to the request and refused to provide the information.^ Therefore 

11 it was impossible to determine if any of the starting point costs are true, reasonable, 

12 prudent, or appropriate. 

13 Q. DO YOU HAVE ANY EVIDENCE TO SHOW THAT A REVIEW OF THE 

14 STARTING POINT COSTS WOULD BE BENEFICIAL TO CUSTOMERS 

15 INCLUDING OHA? 

16 A. Yes, Over the past year, my firm has been engaged by the PUCO to conduct financial 

17 audits of three distribution gas utiUties in the review of their gas base rate filings. In 

18 these engagements our primary responsibility was to validate the information, 

19 assumptions, calculations, and back up data to these filings. We also reviewed the filing 

20 and provide PUCO Staff with any potential adjustments based on our review of the 

22 MJM-4 - Company's response to Ohio Energy Group's Data Request 1-16. 

18 
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1 accuracy and appropriateness of the costs and expenses included in the filing. We were 

2 also required to visuaUy inspect a sample of the company's plant in service that had been 

3 placed in rate base since the company's last base rate case. We were required to issue a 

4 report which was then released at the same time the PUCO Staff issued its reports on the 

5 respective company's filing.^"* Staffs and Blue Ridge's reviews were thorough and 

6 comprehensive, and were used by the Commission to set distribution rates. These studies 

7 can be downloaded from the Commission's website at the respective case number docket 

8 listings. The rigor of those analyses is not being performed in this instant proceeding. 

9 Q. WERE THERE ANY BEIVEFITS TO RATEPAYERS FROM THE FINANCIAL 

10 AUDITS CONDUCTED IN THOSE PROCEEDINGS? 

11 A. Yes. The results of our analyses gave the Commission assurance that the starting points 

12 of the requested increases were accurate and could be relied upon for setting rates. 

13 During the course of our validation analyses, we did uncover errors in financial 

14 information and calculations and discormects between information contained in the 

15 filings and the back up data supporting that information. The results of this validation 

16 analyses resulted in the companies agreeing to lower their requested revenue requirement 

17 increases by $1.4 million. This may seem trivial when compared to a $3 billion potential 

18 increase, but it is important to note that this amount was simply for a validation of the 

19 filing itself and not for the overall combined reductions to rate base or operating 

^̂  Duke Energy Ohio, Inc. in Case No. 07-0589-GA-AIR, East Ohio Gas Company (d/b/a. Dominion East Ohio) m 
Case No. 07-0829-GA-AIR, and Columbia Gas of Ohio, tac. in Case No. 08-0074-GA-AIR. 
^̂  The PUCO Staff report dealt with the review of regulatory adjustments, cost of capital, cost of service, 
depreciation, customer service, rate design and other issues leading to a proposed overall revenue requirement and 
cost of service. 

19 
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1 expenses, income, or rate design. In total, the requested amount being granted to these 

2 gas companies is only 55% of the more than $192.3 million these three gas utilities 

3 sought to increase base rates by in Ohio^ .̂ Obviously, if a more thorough review of the 

4 ESP proposal were to produce a similar outcome as these gas cases, then reducing the 

5 potential increases over ten years by more $1 Billion would obviously have substantial 

6 benefits to customers. As noted in Section 4928.143 (C) (1), the burden of proof of the 

7 reasonableness of the information in the filing rests with the distribution utility. In my 

8 opinion, the information presented in this filing including the responses to data requests 

9 especially related to the starting point of the company's rates leaves much of that burden 

10 unanswered. 

Recommendation 

11 Q. WHAT RECOMMENDATIONS DO YOU BELIEVE THE COMMISSION 

12 SHOULD CONSIDER WHEN DETERMINING THE OVERALL RATE IMPACT 

13 OF THE COMPANY'S PROPOSED RATE PLAN FOR CUSTOMERS 

14 INCLUDING OHA? 

15 A, I believe that the Commission should not approve these ESP's for AEP-Ohio and the 

16 Companies until such time that the initial filing, especially the starting point for the 

17 proposed increases, and the basis and assumptions for the proposed increases has been 

18 thoroughly validated and checked for accuracy so that it can be determined whether the 

19 revenues, costs, and expenses are true, reasonable, prudent or appropriate. 

20 



Direct Testimony and Exhibits of 
Michael J . McGarry, Sr. 

1 Q- DOES THIS CONCLUDE YOUR TESTIMONY? 

2 A. Yes. 



Attachment A - Qualification of Michael J . McGarry, Sr. 

Summary 
Mr. McGarry's professional experience spans twenty-seven years within the private and 

public sectors. He has conducted over twenty five comprehensive management and operational 
audits of investor-owned energy and telecommunications utiUties. These audits have included 
comprehensive management audits and/or operational audits on most functions with the utility 
environment including corporate govemance, strategic planning, internal auditing, capital and 
operating budget process and practices, distribution operations and maintenance, fuel 
procurement, supply chain management, demand side management, crew operations, affiliates 
transactions, commodity tradmg and construction program practices. 

Project Management 
Mr. McGarry's experience includes management of multi-discipline teams for a wide 

range of client engagements, development and implementation of detailed work plans and project 
schedules. He has analyzed and planned interdivisional resource utilization, supervised, 
developed and coached interdivisional team members and created numerous executive reports, 
briefings, and presentations. 

Regulatory and Rate Case Management 
Mr. McGarry has worked with clients to manage all aspects of the regulatory and rate 

case process. He has developed efficient processes to prepare supporting analyses and testimony 
for submission to the regulatory bodies and interveners. He is a seasoned project manager and 
has analytical expertise to respond to interrogatories and data requests from all rate case 
interveners in a timely manner. Mr. McGany has assisted a number of clients in preparing 
revenue requirement and cost of service analyses. He has also developed rate stracture and 
billing determinant information analyses, time of day and interruptible rates analyses, fuel and 
purchased power reports and annual wholesale rates for member cooperatives. He has developed 
complex revenue requhement models to present ahemative positions to a utility's proposed rate 
request. 

Testimony and Witness Prepara^on 
Mr. McGarry has proffered and /or supported testimony in Colorado, Delaware, Illinois, 

Maine, Michigan, Maryland, New York and Pennsylvania. These proceedings included testimony 
involving management decision and prudence impacts, operations and maintenance expenses, 
capital investments, revenue requirements, project management and odiers. 

Utility Management and Operational Audits 
Mr. McGarry has conducted over twenty five comprehensive management and 

operational audits of investor-owned energy and telecommunications utilities. These audits have 
included comprehensive management audits and/or operational audits on most functions with the 
utility environment mcluding corporate govemance, strategic planning, internal auditing, capital 
and operating budget process and practices, distribution operations and maintenance, fuel 
procurement, supply chain management, demand side management, crew operations, affiliates 
transactions, commodity trading and construction program practices. 

Restructuring, Unbundling, and Cost Allocation 
Mr. McGarry has developed the supporting analyses and regulatory filmg requirements 

needed to support unbundling rates for utilities. This has included detailed studies where the 
company's plant-in-service and depreciation reserve was allocated to each unbundled function. 
He has assessed utility management actions to prepare the company for competition, including 
the processes and practices used by the utility to prepare to enter new markets and offer new 
services. 

Attachment A - Page 1 



Education 
Potsdam College, B.A., Economics, 1981 
University at Buffalo School of Management, MBA, 1996 

Regulatory Experience 
Before the District of Columbia Public Service Commission 
Formal Case No. 1053 - Technical consultant for the Commission in the matter of Potomac 
Electric Power Company's request for a $50.4 million increase in base rates. 
Project Manager: Provide technical expertise to Commission in evaluating the Company's rate 
case filing. If accepted by the Commission, proposed adjustments will reduce the allowed 
increase by more than 50%. 

Case No. 1032 In the Matter of the Investigation into Potomac Electric Power Company's 
Distribution Service Rates 
On Behalf of the DCPSC, January 2005-March 2005 
Project Manager and Consultant to Commission and Staff. Review and evaluation of Potomac 
Electric Power Company compliance filings for class cost of service and revenue requirements 
for distribution service pursuit to a settlement approved in May 2002. Provided analysis and 
recommended adjustments to Staff on 23 designated issues and 13 Company proposed 
adjustments. Proceeding was settled in anticipation of a full rate case for rates to be effective 
August 8,2007. 

CaseNo. \0\6 In the Matter of the Application of Washington Gas Light Compar^, Districtof 
Columbia Division, for Authority to Increase Existing Rates and Charges for Gas Service 
On Behalf of the DCPSC, June 2003-December 2003 
Project Manager and Consultant to Commissioners and Staff. Project Manager for the analysis of 
W(3L's rate filings. Provided analysis and recommended adjustments to the DCPSC Staff on 
WGL's proposed increase to base rates. Advised the Commissioa durmg deliberations on party 
positions and possible recommendations. 

Before the Delaware Public Service Commission 
Docket No. 07-239F On behalf of the Staff of the Delaware Public Service Commission in the 
matter of the application Delmarva Power & Light Company for approval of modifications to its 
gas cost rates. Project Manager. Oversaw a review of Delmarva Power and Light's gas hedging 
program. 

Docket No. 06-287 On behaif of the Staff of the Delaware Public Service Commission in the 
matter of Chesapeake Gas Corporation's implementation of a Gas Hedging program. 
Project Manager. Provided industry expertise and suggestions to the Commission on a proposal 
plan to implement a gas hedging procurement program at the Company. 

Docket No. 06-284 On behalf of the Staff of the Delaware Public Service Commission in the 
matter of Delmarva Power and Light Company's request for a $15 million increase in gas base 
rates. 
Project Manager and testifying witness. Provide expert testimony on several rate base and 
revenue requirement issues. Recommended Commission reduce proposed rate increase request to 
$8.4 million (56%). 

Before the Illinois Commerce Commission 
Case: 05-0597 On behalf of the Illinois Citizens Utility Board, Coolc County States Attorney's 
Office and City of Chicago 
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Project Manager and Testifying Witness. Provided analysis and recommended adjustments in the 
general rate increase of 20.1% or $320 miUion filed by ComEd. 

Consultant to Illinois Power Company. Conducted mandated compliance filing to un-bundle 
utility's rate tariffs. Prepared filing requirements and all support schedules analysis to justify 
allocation of generation, transmission and distribution. Prepared testimony on behalf of the 
Company's Controller. 

Consultant to Illinois Power Company. Prepared 2001 required update filing for the Illmois 
Commerce Commission compliance filing to un-bundle utility's rate tariffs. Prepared filing 
requirements and all support schedules analysis to justify allocation of generation, transmission 
and distribution. Prepared testimony on behalf of the Company's Controller. 

Before the Maryland Public Service Commission 
Case Nos. 9092/9093 On behalf of tl^ Staff of the Commission in Base Rate Proceeding for 
Potomac Electric Power Company - Phase II 
Project Manager and testifying witness. Provided expert testimony on tiie appropriateness of 
allocations of affiliate related and service company costs. Recommended Commission disallow 
certain reallocations adjustments and that a management audit be conducted on costs incurred by 
PEPCO Service Company. Commission adopted both recommendations. 

Case No 9092 On behalf of the Staff of the Commission in Base Rate Proceedingfor Potomac 
Electric Power Company 
Project Manager. Reviewed and analyzed company's base increase request and all pro formas, 
adjustments to test year revenue requirement and supported witness testimony. Commission 
approved less than 20% of Company's origmal request. 

Before the Michigan Public Service Commission 
Case No. U-15244 On behalf of the Attomey General of the State of Michigan in Base Rate 
Proceedingfor Detroit Edison 
Project Manager and testifying witness. Provided analysis, recommended adjustments and filed 
testimony for the Michigan Attomey General on Detroit Edison's proposed increase to base rates. 

Case No. U-15320 In the matter of the application of Midland Cogeneration Venture Limited 
Partnership for the Commission to eliminate the "availability caps " which limit Consumers 
Energy Company's recovery of capacity payments with respect to its power purchase agreement 
with Midland Cogeneration Venture Limited Partnership. Project Manager. Oversaw project to 
provide industry expertise to evaluate issue in case and recommend alternative arguments. 

Case No. U-15245 In the matter of the application of Consumers Energy Company for authority 
to increase its rates for the distribtaion ofnaturcd gas and for otiier relief. 
Project Manager and testifymg witness. Provided expert testimony on partial and interim rate 
relief, Consumers' decision to acquh-e Zeeland Power Company from Broadway Gen Funding, 
LLC. Provided testimony in peraianent phase to reduce company's net operating mcome to more 
closely reflect the expected costs in 2008. 

Case No U-15190 On behalf of the Attomey General of the State of Michigan in Base Rate 
Proceedingfor Consumer's Energy 
Project Manager. Reviewed the revenue decoupling proposal and supported the witness 
testimony. 
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Case No U-15040 On behalf of the Attorney General of the State of Michigan in Gas Cost 
Recovery 2007/08 Plan proceeding 
Project Manager and Testifying Witness. Reviewed gas cost recovery plan requirements and 
provided analysis of the potential benefits of gas procurement hedging program. 

Case No. U-15001 On behalf of the Attomey General of the State of Michigan in Power Supply 
Cost Recovery 2007/08 Plan proceeding 
Project Manager and Testifying Witness. Reviewed power supply cost recovery plan 
requirements and testified to appropriateness of specific components of that factor. 

Case No. U-14701-R On behalf of the Attorney General of the State of Michigan in Power Supply 
Cost Recovery 2006/07 reconciliation proceeding 
Project Manager and Testifying Witness. Reviewed power supply cost recovery reconciliation. 

Case No. U-14547 In the matter of the application of Consumer Energy Company for authority to 
increase rates for the distribution of natural gas and for other relief 
Expert Witness and Project Manager. Provided analysis, recommended adjustments and filed 
testimony for the Michigan Attomey General on Consumers Energy proposed increase to base 
rates. 

Before the Nova Scotia Utility and Review Board 
Case No. P-888 On behalf of the Consumer Advocate of the Province of Nova Scotia in the base 
rate proceeding of Nova Scotia Power 
Testifying witness. Provided an expert testimony on the impact of implementing cost efficienct 
recommendations made by the NSURB's independent consultant in a management audit of Nova 
Scotia Power, 

Case No. P-886 On behalf of the Consumer Advocate of the Province of Nova Scotia in the base 
rate proceeding of Nova Scotia Power 
Project Manager and testifymg witness. Provided an evaluation of a management audit of Nova 
Scotia Power and that report's usefulness to assess the Company's management performance and 
operational efficiency within the context of that proceeding. 

Before the Public Utilities Commission of Ohio 
Case No. 07-0589-GA-AIR On behalf of the Staff of Ohio Public Utilities Commission in the 
matter of the Application of Duke Energy Ohio, Inc., for an increase in Gas Rates. Project 
Manager. Oversaw multi-discipline team of accountants, auditors, engineers and analyst to 
conduct a comprehensive rate case audit of I>uke Energy - Ohio's gas rate filing. Primary goal of 
project was to validate mformation in filing, provide findings conclusions and recommendations 
concerning the reliability of information and data in the filing and support Staff in its evaluation 
of the reasonableness of the filing. 

CaseNo. 07-551-EL-UNC Onbehalf of the Ohio Schools Council in the matter of the 
Application of First Energy Ohio (and its operating companies Ohio Edison, Cleveland Electric 
and Toledo Edison) for authority to Increase rates for distribution service, modifŷ  certain 
accounting practices and for tariff approval. Project Manager. Hired by Ohio Schools Council's 
attomey for utility matters (Bricker and Eckler, LLP) to provide industry expertise m reviewing 
First Energy's application with respect to cost of service and rate design and the resulting impact 
on Council's member school systems energy costs. 

CaseNo. 06-986-EL-UNC Onbehalf of theCity of Cincinnati in the matter of the Application of 
Duke Energy Ohio, Inc., to modify its market-based Standard service over. Project Manager. 
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Hired by City of Cininnati's Water and Sewer District attomey for utiUty matters (Bricker and 
Eckler, LLP) to provide industry expertise in reviewing Duke Energy Ohio's proposal and impact 
on City's project energy costs. 

OregonPublic Utilities Commission 
Docket No. UP205 Examination ofNW Natural's Rate Base and Affiliated Interests Issues 
Co-sponsored between NW Natural, Staff, Northwest Industrial Gas Users, Citizens UtiUty 
Board. August 2005-January 2006 
Project Manager. Led a team that conducted a management audit of NW Natural Gas that 
included an evaluation of rate base issues for Financial Instruments (gas and financial hedging) 
Defened Taxes, Tax Credits, Cost for a Distribution System, Security Issuance Costs and 
AFUDC calculations as well as Affiliate Transactions for Cost Allocations and Transfer Pricing, 
Labor Loading, Segregation of Regulated Rate Base and Subsidiary Investments and Properties, 
and validation of tax paid from / to affiliates are proper. Audit was to ensure Company 
compliance with orders, rules and regulations of the OPUC, with Company policy and with 
Generally Accepted Accoimting Principles. 

Before Maine Public UtiUties Commission 
Case No 2004-813 Maine Public Utilities Commission Investigation into Maintenance and 
Replacement Program for Northem Utilities Inc. 's Cast Iron Facilities 
On behalf of Maine Public Advocate 
Project Manager and Testifying Witness. Litigated proceeding and led a consultant team to assist 
the State of Maine Public Advocate to investigate the need for the program and the company's 
management of the repair or replacement of its cast iron facilities. 

Before the Public Utilities Commission of the State of Colorado 
Docket No. 04A-050E Review of the Electric Commodity Trading Operations of Public Service 
Company of Colorado 
On behalf of the COPUC Staff, March 2004-September 2004 
Project Manager. Focused operational audit withm the bounds of a litigated proceeding to 
determine if ratepayers were subsidizing or n^atively impacted by PSCo's energy trading 
function. 

South Carolina State Senator 
Advised Senator on regulatory process for requesting States Public Service Commission for a 
comprehensive review of Duke Power Company's storm and restoration and right of way 
management. Reviewed and advised Senator of results of report fmding. 

Before the Missouri Public Service Commission 
Consultant to Ameren UE. Conducted revenue requirement analysis in preparation of Missouri 
Public Service Commission compliance filing to un-bundle utility's rate tariffs. Prepared the 
filing requirements and all support schedules analysis to justify allocations of generation, 
transmission and distribution. 

Southem Connecticut Gas 
Consultant. As part of a team that conducted a comprehensive management audit of the 
management and operations of the Company, completed the capital budgeting area of the audit. 

Before the New York Public Service Commission 
Case: 94-C-0657 
Commission Staff. Proceeding to evaluate the compliance of NYNEX with Commission rules and 
orders related to operational support system costs to competitors. Part of staff panel to facilitate 
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discussion between company and potential competitors (i.e., users of operational support systems) 
and report back to Commission. 

Focused review of the preparedness of RG&E and ConEd for competition in the electric indusfay. 
Evaluated all aspects of the company's management actions to prepare for competition including 
strategic planning, goals and objectives and senior management's attention to the company 
operations in a de-regulated industry 

Case: 97-M-0567 
Commission Staff. Litigated proceeding to determine the benefits of a proposed merger of 
LILCO / Brooklyn Union Gas. Analyzed the proposed synergy savings. 

Case: 96-E-0132 Show Cause Proceeding Regarding Rate Relief for Ratepayers of Long Island 
Lighting Company 
Commission Staff and Testifying Witness. Litigated proceeding where Staff proffered testimony 
containing a benchmark study showing that Long Island Lighting Company's operations and 
maintenance expenses were excessive compared to a peer group of 24 utilities. Panel testimony 
concerning the findings and conclusions resulting from the benchmark study. 

Case: 96-M-0858 Prudence Investigation into the Scr(^ Handling Practices in the Western 
Division of Niagara Mohawk Power Company 
Commission Staff and Testifying Witness. Litigated proceeding as a result of allegations of 
bribery and cormption in company practices related to a specific vendor who purchased company 
scrap metal. Lead team of 10 staff examiners to quantify the extent to which the Company paid 
excessive rates to this vendor. Testified to the findings of the analysis. Case settled with 
ratepayers receiving a credit to bills 

Case: 91-C-0613 Operational Audit of the Outside Plant Construction and Rehabilitation 
Program of New York Telephone Company 
Commission Staff Comprehensive operational audit of the company's management and 
implementation of a $150 million capital program to rehabilitate the outside plant distribution 
network. Served as Staff Examiner responsible for crew supervision, goals monitoring, 
contractor oversight, and report preparation. 

Case: 91-W-0583 Prudence Proceeding Regarding the Operations and Management of Jamaica 
Water 
Commission Staff and Testifying Witness. Litigated proceeding as a result of audit to determine 
extent to which management inattention and inappropriate practices resulted in excessive costs to 
rate payers. Testified on a Staff panel to the excessive costs associated with management's 
inattention to sound business practices related to the design, purchase and mstallation of the 
Company customer information system. 

Case: 92-W-0030 Operational Audit of Jamaica Water Company Operations cmd Management 
Commission Staff. Comprehensivemanagementauditof company operations. Responsible for 
work plan development, and specific topics areas including engineering, contracting, and 
information technology. Findings led to prudence proceeding. 

Case: 92-M-0973 Management Audit of Rochester Gas and Electric 
Commission Staff. Comprehensive management audit of company operations. Responsible for 
work plan development, supervision of staff and specific topics areas including purchasing and 
internal controls. 
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Case: 93-E-0918 Operational Audit of the Demand Side Management Ftmction at Rochester Gas 
and Electric 
Commission Staff Comprehensive operational audit of the demand side management function 
including program planning, management and energy savings verification. Developed and 
supervised the implementation of the work plan. 

Case: 88005 Operational Audit of the Materials and Supply Fimction at National Fuel Gas 
Commission Staff Comprehensive operational audit of the materials and supplies function 
including warehouse operations, inventory control and procurement. Developed and 
implemented the work plan for this project. 

Operational Audit of the Fuel Procurement and Contracting of Long Island Lighting Company 
Commission Staff Comprehensive operational audit to determine effectiveness of ratepayer 
funds spent on non-nuclear fuel. Provided research and data evaluation expertise to the project. 

Operational Audit of the Fuel Procurement and Contracting of Consolidated Edison Company of 
New York 
Commission Staff Comprehensive operational audit to determine effectiveness of ratepayer 
funds spent on non-nuclear fiiel. Provided research and data evaluation expertise to the project 
Case: 90007 Operational Audit of the Fuel Procurement and Contracting of Central Hudson Gas 
and Electric 
Commission Staff. Comprehensive operational audit to determine effectiveness of ratepayer 
funds spent on non-nuclear fuel. Provided research and data evaluation expertise to the project 

Operational Audit of the Fuel Procurement and Contracting of Orange and Rockland Utilities 
Commission Staff Comprehensive operational audit to determine effectiveness of ratepayer 
funds spent on non-nuclear fuel. Provided research and data evaluation expertise to the project 

Operational Audit of the Fuel Procurement and Contracting of Rochester Gas and Electric 
Commission Staff Comprehensive operational audit to determine effectiveness of ratepayer 
funds spent on nuclear fuel. Provided research and data evaluation expertise to the project 

Case: 98-E-115 Prudence Proceeding to Investigate the Construction Costs Associated with the 
Homer City Coal Cleaning Plant 
Commission Staff and Testifying Witness. Litigated proceedmg as a result of audit to determine 
extent to which management inattention and inappropriate practices resulted in excessive 
construction charges related to the Homer City Coal Cleaning Plant. Testified on a Staff panel to 
the fuel price differential costs resulting from the failure of the coal cleaning plant to function as 
designed as well as surrebuttal testimony on the cost of a flu-gas de-sulfiirization plant and 
ancillary equipment and facilities. Case settled with customers receiving $125 million credit. 

Case: 87003 Operational Audit of the Homer City Coal Cleaning Plant 
Commission Staff. Comprehensive operational audit to determine effectiveness of ratepayer 
funds spent on the construction of the Homer City Coal Cleaning Plant jointly owned by NYSEG 
and Penelec. Responsible for fuel and construction costs analysis, benchmarkmg costs and 
alternative methods for meeting EPA Clean air restrictions, contractmg practices and report 
preparation. 

Case: 87003 Operational Audit of the Fuel Procurement and Contracting of New York State 
Electric and Gas 
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Commission Staff Comprehensive operational audit to determine effectiveness of ratepayer 
funds spent on non-nuclear fuel. Responsible for fuel cost analysis, benchmarking costs, 
contracting practices and report preparation. 

Case: 86007 Operational Audit of the Field Crew Supervision and Utilization of New York State 
Electric and Gas Company 
Commission Staff Comprehensive operational audit to determine effectiveness of field crew 
utilization and supervision. Staff examiner responsible for verifying supervisor activities, 
reporting, goals attainment and report preparation. 

Case: 86005 Prudence Proceeding to Investigate the Fuel Procurement and Contracting 
Practices at Niagara Mohawk Power Company 
Commission Staff. Litigated proceeding as a result of audit to determine extent to which 
management inattention and inappropriate practices resulted ui excessive fuel charges to 
customers. Responsible for fiiel cost analysis and benchmarking costs, contracting practices and 
testimony preparation. Case settled with customers receiving $66 million credit. 

Case: 86005 Operational Audit of the Fuel Procio'ement and Contracting of Niagara Mohawk 
Power Company. 
Commission Staff. Comprehensive operational audit to determine effectiveness of ratepayer 
funds spent on non-nuclear fuel. Responsible for fuel cost analysis and benchmarking costs, 
contracting practices and report preparation. 

Case: 85001 Operational Audit of the Research arul Development Fimction of Consolidated 
Edison Company of New York 
Commission Staff. Comprehensive operational audit to determine effectiveness of ratepayer 
funds spent on R&D activities. Staff examiner on the project responsible for reviewuig projects 
documentation and control, outside contracting a report preparation. 
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American Eleelric Psvusr 
1 Riverside Pfaza 
Calumbus OH 43215.2373 
AEP.com 

Steven T Nourse 
Serda Counsel -
Regulatoiy Services 
(614)7(6-1608 (P) 
(614) 716-2014 (F) 
stiiourse@aep com 

Occobei 16,2008 

The Honoiable Greta See 
The Honorable Kimberiy Bojko 
Attorney Examiners 
PubUc Utilities Commission of Ohio 
180 East Broad Stieet 
Columbus, Ohio 43215 

Re: In the Matter of the Applications of 
Columbus Southern Power Co, and Ohio 
Power Co., Case Nos, 08-917.EL-SSO and 
08-918-EL-SSO 

Dear Examineis: 

With its July 31, 2008 appUcations, Columbus Southem Powei Company and Ohio 
Power Company ("AEP Ohio" oi the "Companies") filed a motion for waivers 
relating to then-pioposed lules concerning SSO tiling requirements that were being 
considered fot adoption by the Commission in Case No. 08-777-EL-ORD. On 
September 17,2008, the PUCO issued a Finding and Order initially adopting rules 
that, when ultimately effective, will govein MRO and ESP applications. On 
Scptembet 19,2008, the Attorney Examiner issued an Entry in these proceedings 
that denied the Companies' waiver requests and directed AEP Ohio (in paiagraph 5} 
to file additional information encompassed by the tentative rules The Attorney 
Examiner issued a subsequent Entry on September 23,2008 which directed the Staff 
and AEP Ohio to establish a reasonable dmeline for submitting the financial 
infoimation and descriptions necessaiy to supplement AEP Ohio's SSO filings. 

In response to those Entiies and after reviewing the tentative lules, AEP Ohio 
personnel met with the Commission's Staff'to establish what additional information 
needed to be filed in order to ensure that AEP Ohio*s appUcations substantially 
comply with the rules, when uhimately effective, concerning SSO filing 
requirements. As a result of those discussions, it was determined that the enclosed 
infoimation brings AEP Ohio's applications into substantial compliance with the 
tentative rules Accordingly, AEP Ohio requests that the Commission make a 
determination, in accordance with Section 4928.143(A), Ohio Revised Code, that 
AEP Ohio has timely conformed its ^)plication to the tentative rules. 

http://AEP.com


Thank you for your attention to this matter 
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Respectfully Submitted, 

Steven T. Nouisc 
Senior Attorney 
AEP Service Corporation 
1 Riverside Plaza, 29* Floor 
Columbus, Ohio 43215 
Telephone: (614) 716-1608 
Facsimile: (614) 717-2950 
E-mail: stnouise@aep,.com 

cc: Patties of lecoid 
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Fuel Procurement, AEP Ohio Generation Units, and Other Fnel Related 
Information 

a. General Fud Requirements 

The generating units of CSP and OPCO (AEP Ohio) and tiie other AEP System-

East Zone operating companies, which are piedominantly coal-fired» aie manned to 

ensure adequate fiiel snppUes to meet normal burn requiiements in both the short-term 

and the long-term American Electric Power Service Corporation (AEPSC), actii^ as 

^ent for AEP Ohio, is responsible for the procurement and deUveiy of fiiel and 

chemicals used for enviiomnental compUance (consumables) to AEP Ohio's generating 

stations, AEPSC's primary objective is to assure a continuous supply of quali^ fuel at 

the lowest cost reasonably possible. DeUveiies are arranged so that sufficient fuel and 

consumables are available at aU times.. The quaUty of the delivered coal is fundamental 

to achieving and maintaining compliance with the appUcable environmental limitations 

and operating efficiencies. AEP Ohio proposes to pass any net gains on the sale of 

emission allowances through the FAC. AEP does not have a practice of re-selling coal 

contracts, however, if it did so it would pass any cost savings or profits related to Ohio 

generating lesouices through the FAC. 

b. Coal and Gas Procwement Process 

Coal delivery requhements are determined by taking into account existing coal 

inventory, forecasted coal consumption, and adjustments for contingencies tiiat 

necessitate an increase or decrease in coal inventory levels- Sources of coal are 

determined by taking into account contractual obUgations and existing sources of supply-

AEP Ohio's total coal requiiements are met using a portfolio of long-term arrangements, 

and spot-market purchases Long-term contracts support a relatively stable and 

consistent supply of coal. Spot purchases are used to provide flexibility in scheduling 

1 
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Fuel Procurement, AEP Ohio Generation Units, and Other Fuel Related 

Information 

contract deliveries, to accommodate changing demand, and to cover shortfeUs in 

deliveries caused by force majeure and other unforeseeable or unexpected circumstances-

Occasionally, spot purchases aie also made to test-bum any piomisiog and potential new 

long-term sources of coal in order to detennine their acceptability as a fuel source in a 

given power plant's generating units. 

All long-term and most spot purchases of coal for AEP Ohio's plants are made 

based on the evaluation of competitive bids. Additional short temi purchases are made 

based on an evaluation of offers (both soUdted and unsolicited) from supptieis compared 

to current published market prices as well as other offers for tonnage of acceptable 

quality. In all cases, the goal is securing the lowest reasonable deUveied price on a cents 

per milUon BTU-basis. 

AEP-Ohio's day-to-day needs for natural gas are generaUy unpredictable and are 

generally purchased on a day-ahead and intia-day basis as needed for peakii^ 

requirements Natural gas is competitively purchased and primarily obtained in the spot 

market with prices on a daily index or a daily fixed price. The Company has ananged fe 

both firm and interruptible transportation service from various inter-state pipelines, M^ch 

provide flexible supplies fiom multiple production areas. 

c Inventory 

AEP Ohio attempts to maintain in storage at each plant an adequate coal and 

consumables supply to meet normal burn requiiements. However; in situations where 

coal supplies fall below prescribed minimum levels, the Company attempts to conserve 

coal suppUes In the event of a severe coal shortage, AEP Ohio and the AEP System-East 
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Fuel Procurement, AEP Ohio Generation Unite, and Other Fuel Related 
Information 

Zone operating companies would implement procedures for the orderly reduction of the 

consumption of electricity, in accordance with the Emergency Operating Plaa. 

d. Units 

The geneiating units that AEP Ohio owns aie includ«i in the table below. The 

table also lists majoi enviiomnental equipment that has been added to the units: Flue Gas 

Desulfuiization (TGD) for the control of S02 emissions, and Selective Catalytic 

Reduction (SCR) for the control of NOX emissions. The costs associated with these 

imits are included in the FAC for 2009 as set out in the Company's testimony in its ESP 

filing. 
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Fuel Procurement, AEP Ohio Generation Units, and Other Fuel Related 
Information 

AEP Ohio 
Existing Generation Capacity as of June 1,2008 

Plant Name 

CSP 

Beckjord 

Conesvilte 
Cortesville 
ConesviHe 
Conesvllle 

Picway 

Stuart 

Stuart 
Stuart 

Stuart 
Zimmer 

Waterford (CC) 
Darby (CT) 

Stuart Diesel 

OPCo 
Amos 
Cardinal 

Gavin 

Gavin 

Kammer 
Kammer 
KamrT>er 
Mrtchelf 

Mitchell 

Muskingum River 

Muskingum River 

Muskingum River 

Muskingum River 
Muskingum River 
Spom 
Spam 
Sporn 

Radne Hydro 

(a) Acquired in 2005 

Unit 
No, 

6 

3 
4 
5 
6 

5 

1 

2 

3 
4 
1 

1-6 

1-6 

3 
1 

1 

2 
1 

2 
3 
1 

2 
1 

2 
3 
4 

5 
2 
4 
5 

In-
Sorvice 

Date 

1969 

1962 
1973 
1976 
1978 

1955 

1971 

1970 

1972 

1974 
1991 

Mode of 
operation 

Base 
Base 

Base 

Base 
Base 

Base 

Base 
Base 
Base 

Base 

Base 

2002 (a) Intermediate/Pkg 

2002 
1969 

1973 

1967 

1974 
1975 

1958 

1958 
1959 
1971 

1971 

1953 

1954 

1957 

1953 
1968 

1950 
1952 
1960 

1983 

Peaking (CT) 

Peaking 

Base 

Base 
Base 
Base 

Base 
Base 
Base 
Base 
Base 

Base 
Base 

Base 

Base 
Base 
Base 

Base 

Base 

Base 

Fuel Type 

Coal 
Coat 
Coal 
Coal 

Coal 
Coal 

Coat 

Coal 

Coal 
Coat 

Coal 

Gas 

Gas 

Oil 

Coal 
Coal 
Coal 

Coal 

Coat 
Coal 

Coal 
Coal 

Coal 

Coal 
Coal 

Co^ 
Coal 

Coal 
C<^ 
Coal 

Co^ 

Hydro 

SCR 

-
_ 

2009 
2014 
2014 

-

2004 

2004 

2004 
2004 
2004 

2002 
2002 

-

2004 

2004 
2004 

2004 
-

~ 
— 

2007 

2007 
-

-
„ 

_ 

2005 
-
K S 

-

~ 

FGD 

2012 
-

2009 
1976 

1978 
mm 

200S 
2008 

2008 
2008 

1991 

-

-

— 

2008 
2008 
1994 

1994 
— 

— 

-

2007 

2007 
_ 

-
„ 

-

2015 
~ 
-

-

-

FGD 
Upar 

-

-
-_ 
-, 

2006 
-

— 
- , 

« 

-

2009 

-

~ 

— 

-
« 

2010 

2010 
-

-
-
« 

-

-
w . 

^ 

-
-
-

« 

" 

-
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Fuel Procurement, AEP Ohio Generation Units, and Other Fuel Related 
Information 

As a result of the different air emission standards, environmental equipment 

installed on the units, and differences in the boiler des^s , the coal suppUes for the 

vaiious coal units vary in order to match the differing quality requirements of the units. 

e. Purchased Power 

AEP Ohio makes powei purchases fiom afiOliates, non-a£Sliated companies and 

through the PJM market that will be included in the Companies' propc^ed FAC, AEP 

Ohio has contracts to purchase power fiom OVEC and Buckeye Power generating units, 

and fiom its affiliate, American Electric Generating Company's (AEG) Lawiencebuig 

plant, AEP Ohio also proposes to soUcit some of its power requirements though an RFP 

process to serve Ohio retail load-

f. AEP Power Pool and PJM 

The 2009 FAC reflects the AEP Ohio generatir^ resources being operated under 

the AEP Intercoimection agreement AEP is a membo- of PJM and operates its fleet, 

including AEP Ohio's geo&tBtmg resources, in accordance with PJM protocols. 

g. Economic Dispatch 

AEP, along with otiier generators in PJM, "offer(s)" avail^Ie generating units 

into the PJM market on a daily basis. PJM perfoims an economic dispatch for the PJM 

footprint to meet the load requirements with aU available generation. After the end of the 

month AEP reconstructs, for cost aUocation purposes, the economic dispatch for its units 

based on hourly generating unit output. This reconstruction assigns the generation used 

for Off-System sales for- each hour of the month. Ihe imits at the top of the stack, i e., the 
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Fuel Procurement, AEP Ohio Generation Units, and Other Fuel Related 

Information 

more expensive units, are assigned to Off-System Sales resulting in lower generation 

costs assigned to internal load customers. The 2009 FAC reflects the forecasted cost 

leconstmction of the AEP generating units. 
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Assumptions Used in the Projected Financial Statements 

The AEP Interconnection Agreement the AEP Transmission Agreement and the 
Interim Allowance Agreement continue 
All current AEP Ohio generation assfets and entitiements are maintained through 
the forecast period. 
Utility Operations sells generation beyond the system internal load requirements 
into the wholesale market. 
The assumed load forecast is provided below. 

ip§Mgraf fg |B^g l |Baapig i 

GWh 

AEP Ohio 

CSP 

OPCO 

Residential 
Commercial 
Industrial 
Other Ultimate 
Total Retail 
l^esldential 
Commercial 
Industriai 
Other Ultimate 
Total Retaii 
Residential 
Commercial 
Industrial 
Other Ultimate 
Total Retail 

IliWIMIWli 
2009 

16,380 
14.967 
20,150 

139 
50.636 
7.702 
9,011 
5,753 

55 
22.520 

7.679 
5.956 

14.397 
84 

28,116 

BBEHHH 
2010 

15,624 
15.206 
20,008 

139 
50,877 
7,794 
9,164 
5,676 

55 
22.688 
7.731 
6,042 

14.332 
84 

28.189 

HHEHHH 
2011 

15,676 
15.360 
19,959 

140 
51.025 
7,837 
9.271 
5.631 

56 
22.796 

7,738 
6,079 

14.328 
84 

28,229 

Market purchases were Included representing 5%/10%/15% of OPCo and CSP 
retail load in 2009/2010/2011 
The AEP east operating companies continue to operate In the PJM ISO. 
The AEP OATT is based upon the formula rate currentiy under review fcy FERC. 
Pole attachment revenues in the forecast are based on the trending of actual 
revenues. No negative adjustment is assumed in pole attachment revenues firom 
the FCC's Nottee of Proposed Rulemaking posted on the Federal Register 
February 2008 due to uncertainty of outcome. 
Long-term interest rates are assumed to be 8% for all new Issuances. 
The capita! stmctures of the companies are maintained at approximately 50% debt 
and 50% equity throughout the forecast period. 
Cun-ent depreciation rates were assumed to continue through the forecast period. 
Projections were developed on an individual operating company basis and the 
combined results are tt\e simple addition of the forecasted results Ibr the two 
companies. 
The financially significant components of the companies' ESP filings are included 
In these projections. 
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Projected Financial Statements Prepared Consistent with Filing 
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Line 

(1) Combined AEP Ohio 

(2) REVENUE 
(3) Sales of Electricity 
(4) Other Operating Revenue 
(5) Total Revenue 

INCOME STATCMENT 
{$000} 

2009 2010 2011 

5,798.122 6.491.099 7,192.142 
140.828 143.725 140.261 

5,938.951 6,634.825 7.332,403 

(6) COST OF SALES 
(7) Total Cost of Sales 
(3) Gross Margin 

(9) OPERATING EXPENSES 

3.257.043 3.515.574 3,987,969 
2,681.907 3,119,251 3,344.435 

(10> 
(11) 
(12) 

(13) 

(14) 
(15) 
(16) 

(17) 
(18) 
(19) 

(20) 

(21) 

Operations & Mainten^ice 
Taxes Other Than Income 
TOTAL OPERATING EXPEIMSES 

Operating Margin/EBITDA 

Depreciation & Amortization 
Other (Income)/ DprirjcSons 
EBIT 

Total Interest Expense 
Toialtncome Taxes 
Preferred Stock Dividends 

NET INCOME 

ROE* 

1.204,992 
384,421 

1.589.413 

1.092.495 

499.331 
<30,780) 
623.944 

256.077 
105,527 

733 

261,607 

5.7% 

1.251,829 
408,413 

1,660,241 

1,459.010 

521.261 
(35.323) 
973,072 

292,146 
213.612 

733 

466.582 

9 J % 

1,263,890 
426.691 

1,690.581 

1.653,854 

532.708 
(32.018) 

1,153.164 

299,787 
271.537 

733 

581,107 

11.7% 

* Excludes the OSS margin effect on ROE of 4 3% in 2009, 3.1% in 2010 and 3 4% in 2011. 
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Une 
BALANCE SHEET 

($000) 

(1) Combined AEP Ohio 

(2) Assets 
2009 2010 2011 

(3) 
(4) 
(5) 

(6) 
(7) 

(8) 
(9) 
(10) 
(11) 
(12) 
(13) 

(14) 

(15) 
(16) 
(17) 
(18) 
(19) 

(20) 
(21) 
(22) 
(23) 
(24) 
(25) 

(26) 

(27) 

Gross Plant in Service 
Construction Work In Progress 
Gross Plant in Sendee 

Accumulated Depredation 
Net Utility Plant 

Other Property and Investments 
Current and Accrued Assets 
Unamortized Debt Expense 
Unamortized t-oss on Reaoquired Debt 
Regulatory Assets 
Other Net Deferrals 

Total Assets 

Equity and Liabilities 
Common Stock 
Prefen-ed Stock 
Other Comprehensive Earnings 
Total Equity 

Long-Term Debt 
Capital Leases 
Other Non-Cunrent Liabilities 
Short-Term Debt 
Other Current and Accmed Liabilities 
Deferred Credits 

Total Equity and Uabilities 

Total Debt/Capital 

15.367.843 
209,731 

15.577.574 

5,498.035 
10.079.539 

492,758 
974,616 
27.352 
18,277 

851,948 
507.059 

12,951,549 

4,689.743 
16.627 

(68.994) 
4.837.376 

4.589.485 
34.311 

307.829 
24.323 

1.345.237 
2.012.387 

12.951.549 

501% 

16,034.981 
289,115 

16,324,0^ 

5,883,620 
10,440,476 

486.183 
978,057 
24,976 
18,277 

1,013,596 
508.843 

13.470,409 

4,881.577 
16,627 

(69.152) 
4.829.052 

4,765,461 
34.311 

307,829 
38,489 

1,352.997 
2,142.269 

13.470.409 

50.0% 

16,722,637 
341,547 

17,064,184 

6.283.208 
10.780.976 

483,088 
980.531 
22.962 
18.277 

1,089,419 
509,809 

13.885.062 

5.019.055 
16.627 

(69.309)_ 
4.966,373 

4.916,147 
34.311 

307,829 
33,798 

1.352,232 
2.274,373 

13.885.062 

50.1% 
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CASH FLOW 
($000) 

djustmente to Net income 
Depredation and Amortizadon 
Defenred income Tax 
Changes in Regulatory Assets 
Changes in Working Capital 
Other Adjustments to Net Income 

499,331 
90,843 

(410,361) 
27,424 

418.939 

521.261 
126.662 

{152.426} 
7,390 

228,279 

532.708 
128.682 
(60.928) 

8.201 
170,970 

Line 

(1) Combined AEP Ohio 

(2) Operating ActlvHIes 
(3) Balance for Common 

(4) 
(5) 
(6) 
(7) 
(8) 
(9) 

(10) Cash From Operations 

(11) investing ActivlUes 
(12) Construction Expenditues 
(13) AFUDC DebtrCapitalized Interest 
(14) Cash Used In Investing 

(15) Financing Acthrities 
(16) Issuance of Long-Tenti Debt 
(17) Retirement of l-ong-Term Debt 
(18) Change in Short-Temi Detrt 
(19) Equity Contributions 
(20) Dividends Paid 
(21) Other Financing Activity 
(22) Cash From Financing Activities 

(23) Total Change in Cash 

(24) Beginning Gash and Cash Equivalents 

(25) Ending Cash and Cash Equivalents 

2009 2010 2011 

261.607 466,582 581,107 

887.784 1,197.748 1,360,740 

(894,632) (839,287) (827,026) 
(22.120) (19,075) (20.726) 

(916.752) (858.362) (847.751) 

608.714 
(477.500) 
(127 043) 
100.000 
(75.000) 

(733) 
28.438 

(530) 

2.450 

1.920 

625,000 
(450.000) 

11.653 

(525.000) 
(733) 

(339.080) 

306 

1,920 

2,226 

150,000 

(10.254) 

(650,000) 
(733) 

(510,987) 

2.001 

2.226 

4,227 
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Une 

(1) Ohio Power 

INCOME STATEMENT 
($000) 

iZ) REVENUE 
(3) Sales of Electricity 
(4) other Operating Revenue 
(5) Total Revenue 

(6) COST OF SALES 
(7) Total Cost of Sales 
(d) Gross Margin 

(9) OPERATING EXPENSES 
(10) Operatk^ns & MaNenance 
(11) Taxes Other Than Income 
(12) TOTAL OPERATING EXPENSES 

(13) Operating Margin/EBITDA 

(14) Depreciation 8. Amortizatfon 
(15) Other (trKome) / Deductions 
(16) EBIT 

(17) Total Interest Expense 
(18) Total Income Taxes 
(19) Preferred Stock Dividends 

(20) NET INCOME 

2009 2010 2011 

3.409.812 
94.104 

3.503.916 

2.001.613 

3,789.517 
93.291 

3.682.807 

2.185,763 

4,149,233 
88,032 

4.237.264 

2,403,150 
1.502.303 1,697,044 1.834,114 

704.544 
203.771 

731,361 
213.940 

325.502 
(18.590) 

334.673 
(23,693) 

736,526 
222,706 

908.315 945,301 959,232 

593.988 751.743 874.882 

341.234 
(23.980) 

287,077 440,763 557,628 

173,051 195.840 200,767 
27,233 72,994 112,092 

733 . 733 733 

86/160 171,197 244,035 
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Line 

(1) Ohio Power 

(2) Assets 

(3) Gross Ptant in Sen/ice 
(4) Constnjction Work In Progress 
(5) Grass Plant in Service 

(6) Accumulated Depreciatk>n 
(7) Net Utility Plant 

(6) Other Property and fnvestments 
(9) Cun-ent and Accrued Assets 
(10) Unamortized Debt Expense 
(11) Unamortized Loss on Reacquired Debt 
(12) Regulatory Assets 
(13) Other Net Deferrals 

(14) Total Assets 

(15) Equity and Uabilities 
(16) Common Stock 
(17) Preferred stock 
(18) other Comprehensive Earnings 
(19) Total Equity 

(20) Long-Tenn Debt 
(21) Capital Leases 
(22) other Non-Current Liabilities 
(23) Short-Term Debt 
(24) other Current and Accmed Liabilities 
(25) Defenred Credits 

(26) Total EqtBty and Liabilities 

(27) Total Debt/Capita! 

BALANCE SHEET 
($000) 

2009 2010 2011 

9,973.181 
90.602 

10,063.783 

3,455.427 
6.608.356 

325.166 
624.883 

19,205 
8.226 

594,799 
332.632 

8,513,265 

3.108.267 
16.627 

(44.234) 
3.080,661 

3,053,361 
27.057 

210,377 
15,970 

790,348 
1.335.491 

10.343.694 
118.368 

10,462,062 

3,702.653 
6,759.409 

323,380 
630.979 

17.525 
8.226 

818.700 
332.632 

8.890,850 

3.251.491 
16.627 

(44,234) 
3,223,884 

3.204.Q09 
27.057 

210.377 
19,798 

788,615 
1.417,111 

10,727.978 
121.443 

10.849.422 

3,956.385 
6,893.037 

326,947 
633.679 

16.064 
8.226 

943,160 
332,632 

9.153,744 

3.356,817 
16,627 

(44,234) 
3.329,210 

3,279.408 
27,057 

210,377 
21,950 

782.255 
1,503,488 

8.513.265 8,890,850 9.153,744 

50.1% 50.2% 500% 
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Projected Financial Statements Prepared Consistent with Filing 

CASH FLOW 
Une ($000) 

(1) Ohio Power 
20Q9 2010 2011 

(2) Operating Activities 
(3) Balance for Common 86,060 171.197 244,035 

(4) Adjustments to Net Income 
(5) Depreciation and Amortizafion 325,502 334.673 341,234 
(6) Defened Income Tax 50.995 78.415 82.669 
(7) Changes in Regulatory Assets (303,084) (213.751) (109.692) 
(8) Changes in Working Capital 19,288 6.166 9.562 
(9) ahe r Adjustments to Net Income 270.833 195,215 121.857 

(10) Cash From Opeiations 449.593 571.915 689,665 

(11) Investing Activities 
(12) Cwislruction Expenditues (480,629) (458.965) (445.553) 
(13) AFUDC Debt/Capitailzed Interest (13.797) (13.541) (13.267) 
(14) Cash Used in investing (494.325) (472.497) (458.820) 

(15) Financing AcUvHtes 
(16) Issuance of Long-Term Debt 
(17) Retirement of Long-Term Debt 
(18) Change in Short-Term Debt 
(19) Equity Contributions 
(20) Dividends Paid 
(21) other Financing Activity 
(22) Cash From Financing Activities 

(23) Total Change in Cash 

(24) Beginning Cash and Cash Equivalents 

(25) Ending Cash and Cash Equivalents 

516,930 
(477.500) 
(94.397) 
100.000 

(733) 
44,300 

(432) 

432 

(0) 

350,000 
(200,000) 

1,314 

(250.000) 
(733) 

(99.418) 

(0) 

(0) 

(0) 

75,000 

(3.411) 

(300.000) 
(733) 

(229.144) 

1.701 

(0) 

1.701 
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Line 
INCOME STATEMENT 

($000) 

(1) Colunibus Southem Power 

(2) REVENUE 
(3) Sales of Electndty 
(4) other Operating Revenue 
(5) Total Revenue 

(6) COST OF SALES 
(7) Total Cost of Sales 
(8) Gross llAargin 

(9) OPERATING EXPENSES 
(10) Operations & Maintenance 
(11) Taxes OUier Than Income 
(12) TOTAL OPERATING E>a*ENSES 

(13) Operating Margin/EBITDA 

(14) Depredation & Amortization 
(15) Other (Income) / Deductions 
(16) EBIT 

(17) Total Interest Expense 
(18) Total Income Taxes 
(19) Preferred Stock Dividends 

2009 2010 2011 

2.388.310 2.701,583 3.042,910 
46.724 50.434 52,229 

2.435,034 2,752.017 3,095.139 

1,255,430 1.329,810 1,584,818 
1,179,604 1.422,207 1,510,321 

500.448 
180,649 

520.468 
194.472 

173,830 
(12.190) 

186,588 
(11.631) 

83.027 
78,294 

96,307 
140.617 

527.364 
203.985 

681.098 714.940 731.348 

498,507 707,267 778.972 

191,474 
(8.039) 

336,867 532,309 595,537 

99,019 
159.445 

(20) NET INCOME 175,546 295,385 337,073 
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Line 

(1) Columbus Southem Power 

(2) Assets 
(3) Gnsss Plant in Sen/ice 
(4) Construction Work In Progress 
(5) Gross Plant in Service 

(6) Accumulated Depreciation 
(7) Net Utility Plant 

(8) Other Property and Investments 
(9) Current and Accrued Assets 

(10) Unamortized Debt Expense 
(11) Unamortized Loss on ReacqUred Debt 
(12) Regulatory Assets 
(13) Other Net Defen-als 

(14) Total Assets 

(15) Equity and Liabilities 
(16) Common Stock 
(17) Prefened Stod< 
(18) Other Comprehensive Earnings 
(19) Total Equity 

(20) Long-Tenn Debt 
(21) Capital Leases 
(22) other Non-Cun«nt LiabiBties 
(23) Short-Tem> Debt 
(24) other Cunn^t and Accrued Liabilities 
(25) Deferred Credits 

(26) Total Equity and Liabilities 

(27) Tofĉ  Debt/Capital 

BALANCE SHEET 
($000) 

2009 

5,394,662 
119.128 

2010 

5.691,287 
170.747 

2011 

5.994,659 
220.103 

5.513,791 5.862.034 6.214.762 

2.042.608 2,180,967 2.326,823 
3.471,182 

167.593 
349,733 

8.148 
10.051 

257.149 
174.428 

4.438.284 

1,581.476 

(24,760) 
1.556,716 

1.536.124 
7.255 

97,452 
8.353 

554.889 
677.496 

4.438.284 

49 9% 

3.681.067 

162.803 
347,079 

7.451 
10.051 

194,896 
176,211 

4.579,558 

1,630.086 

(24.918) 
1.605.168 

1.561,452 
7.255 

97.452 
18,691 

564.382 
725.158 

4.579.558 

49 7% 

3.887,939 

156.141 
346,852 

6,898 
10.051 

146,259 
177.178 

4,731,318 

1,662.238 

(25,075) 
1.637,163 

1.636,739 
7.255 

97,452 
11,848 

589.977 
770.885 

4.731.318 

503% 
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CASHFLOW 
($000) Une 

(1) Columbus Southem Power 

(2) Operating AcQvities 
(3) Balance for Common 

(4) Adjustments to Net Income 
(5) Depreciation and Amortization 
(6) Defened Income Tax 
(7) Changes in Regulatory Assets 
(8) Changs in Working Capital 
(9) other Adjustments to Net Income 

(10) Cash From Operations 

(11) Investing Activities 
(12) Constnjction Expenditues 
(13) AFUDC Debt/Capitalized Interest 
(14) Cash Used in Investing 

(15) Financing Activities 
(16) Issuance of Long-Term Debt 
(17) Retirement of Long-Term Debt 
(18) Change in Short-Temi Debt 
(19) Equity Contributions 
(20) Dividends Paid 
(21) other Fmandng Activity 
(22) Cash From Financing Activities 

(23) Total Change in Cash 

(24) Beginnfrig Cash and Cash Equhralents 

(25) Ending Cash and Cash Equivalents 

2009 2010 

175.546 295,385 

173,830 
39.849 

(107 276) 
8.136 

148.106 

186.588 
48,246 
61.325 
1.224 

33,065 

2011 

337.073 

191.474 
46,013 
48.763 
(1.361) 
49.113 

438,191 625.833 671.075 

(414,104) (380.332) (381.472) 
(8,323) (5.534) (7,459) 

(422 427) (385.866) (388.931) 

91,784 275.000 75.000 
(250.0CK)) 

(32.646) 10.338 (6 843) 

(75,000) (275.000) (360,000) 

(15.862) (239,662) (281.843) 

(98) 306 301 

2,018 1,920 2.226 

1,920 2,226 2.527 
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CASE NO. ^ 9 1 7 E L ^ d & CASE NO.I^-91S-EL^O 

REQUEST: 

Please provide an update of the Balip^fc Frfjni^ 2ffpS ^Mm^OQS, Sfee ẑ f̂fihed ^ptac^^et 
for format. 

If possible, tfie revenws and sales in the vipdm slmtdd fe to s^sjaad ngv^n^s fei JB^MO^ 

Exhibits 1-7. 

I^ESFONSE: 

Please see the Companies'resppn:^ to £ ^ ^ 10-l,.^t^:^^^Kpt 1. Tlievaltiiss^flp 
slightly due to roundk^. 

Prepared by: D. M. ̂ ovts\i 
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AEP OHIO'S RESPONSE TO 
OfflO ENERGY GROUP'S 
DISCX)VERY REQUEST 

FIRST SET 
CASE NO. 08.917-EL-SSO 
CASE NO. 08-918-EL-SSO 

INTERROGATORY REOUEST NO. 16 

Ql 6. Division (E) and (F) of section 4928.143 of the Revised Code provide for tests of 
the ESP vAih lespect to excessive earnings.. Please provide the followir^ 
infoimation for the total electiic utility as well as fimctionalized as to distributionj 
transmission, and generation activities for calendar year 2007 and the 12 months 
ending June 30,2008: 

a Balance sheet information on at least the level of detail required by FERC 
Foim 1 

b Income statement infoimation on at least the level of d^ail required by 
FERC Form 1. 

c. Capital budget requirements for future committed investments in Oluo.. 

d. Piovide the Company's earned letum on equity for calendai yeai 2007 and 
the 12 months ending .June 30» 2008. Provide and describe ^ 
assumptions, all data, and all computations, including electEonic 
spreadsheets with formulas intact. 

e. Piovide the return on equity that was earned during calendar year 2007 
and the 12 months ending June 30,2008 by publicly tiaded companies ttmt 
face comparable business and financial l i ^ as the electtic utility, if such 
leturns weie computed and used by the (Uompany for pmpose of the text 
of excessive earnings. Piovide and describe all assumptions, all data, and 
ail computations, includir^ electionic spreadsheets with fonnulas intact. 

f. Provide copy of all other analyses prepaied by or on behalf of the 
Company for the pmpose of the test of excessive earnings. Desciibe the 
purpose of each such analysis and the conclusions lelied on by the 
Company. In addition, provide and desciibe all assumptions, all data, all 
computations, including electronic spreadsheets with formulas intact, and 
a copy of all source documents relied on 
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RESPONSE 

Objectioa. Division (E)ofSection492S.l43, Ohio Rev. Code, only permits a 
prospective review for the existence of significantly excessive earnings for a proposed 
ESP that exceeds three years, exclusive of phase-ins or defeirals, and then only when 
gomg into the fourth year and every fourth year thereafter. Ihe Companies' ESPs each 
has a term of three years, and so Division (E) will not ^ply to them. Consequently, to 
the extent that the information requested is sought in order to apply the earnings test of 
division (E) to the Companies for the calendar year 2007 oi the twelve months ended 
June 30,2008 it is neither relevant noi reasonably calculated to lead to the discovery of 
admissible evidence.. 

Division (F) of Section 4928.143 calk fot an annual retro^ective review for the 
existence of significantly excessive earnings.. Howev«, that review will not occur until 
2010 for the first time. And, when division (F) is applied for the first time in 2010, it will 
apply to earnings during 2009, not to earnings during calendar year 2007 or ^ e twelve 
months ended June 30,2008 Consequently, the requested information is neilhei relevant 
nor reasonably calculated to lead to the discovery of admissible evidence for this 
proceeding. 

Prepared by: Counsel 



CERTIFICATE QF SERVICE 

The undersigned hereby certifies that the foregoing DIRECT TESTIMONY OF 

MICHAEL J. MCGARRY was served via electronic mail upon the following, this 31st day of 

October 2008. 

Thomas J. O'Brien 

Marvin I. Resnik 
Steven T. Nourse 
American Electric Power Service Corp. 
1 Riverside Plaza, 29*̂  Floor 
Columbus, OH 43215 
miresnikfgiaep.com 
stnoursefg),aep.com 

Daniel R. Conway 
Porter Wright Morris & Arthur 
Hunting Center 
41 South High Street 
Columbus, OH 43215 

Samuel C. Randazzo 
Lisa G. McAlister 
Daniel J. Neilsen 
McNees, Wallace & Nurick 
21 East State Street, 17* Floor 
Columbus, OH 43215 
sam@mwncmh.com 
lmcalisterfa)mwncmh.com 
dneilsenffljm wncmh.com 
jcIark(almwncmh.com 

Maureen R. Grady 
Jacqueline Roberts 
Michael Idzkowski 
Terry Etter 
Ohio Consumers' Counsel 
10 West Broad Street, Suite 1800 
Columbus, OH 43215-3485 
gradvfgocc.state.oh.us 
etterfg),occ.state.oh.us 
roberts@occ.state.oh.us 
idzkowskitgjocc.state.oh.us 

David F. Boehm 
Michael L. Kurtz 
Boehm, Kurtz & Lowry 
36 East Seventh Street, Suite 1510 
Cincmnati, OH 45202 
dboehm@bklawfirm.com 
mkurtz(5).bkllawfirmxom 

Barth Royer 
Bell & Royer 
33 South Grant Avenue 
Columbus, OH 43215-3927 
barthrover(g),aol.com 

Gary A. Jeffries 
Senior Counsel 
Dominion Resources Services, Inc. 
501 Martindale Street, Suite 400 
Pittsburgh, PA 15212-5817 
garv.a.ieffi'ies@dom.com 

David L. Fein 
Cynthia A. Former 
Ck>nstellation Energy Group, Inc. 
550 West Washmgton Blvd., Suite 300 
Chicago, IL 60661 
David.feinf%constellation.com 
cvnthia.a.foimer@constellation.com 

John W. Bentine 
Mark S. Yurick 
Chester, Wilcox & Saxbe 
65 E. State Street, Suite 1000 
Columbus, OH 43215 
myurick@cwslaw.com 
jbentine@swslaw.com 

mailto:sam@mwncmh.com
http://wncmh.com
mailto:roberts@occ.state.oh.us
mailto:dboehm@bklawfirm.com
mailto:ies@dom.com
mailto:cvnthia.a.foimer@constellation.com
mailto:myurick@cwslaw.com
mailto:jbentine@swslaw.com


Colleen L. Mooney 
David Rinebolt 
Ohio Partners for Affordable Energy 
231 W.Lima Street 
Findlay, OH 45389-1793 
Cmoonev2@columbus.rr.com 
drinebolt@aol.com 

M. Howard Petricoff 
Stephen M. Howard 
Vorys, Sater, Seymour and Pease LLP 
52 East Gay Street 
PO Box 1008 
Columbus, OH 43216-1008 
mhpctricoff@vssp.com 
smhoward@vssp.com 

Henry Eckhart 
50 West Broad Street, Suite 2117 
Columbus, OH 43215-3301 
henrveckhart@aol.com 

Craig G. Goodman 
President 
National Energy Marketers Association 
3333 K Street, N.W., Suite 110 
Washington, D.C. 20007 
cgoodfflan@energymarketers.com 

Langdon D. Bell 
Bell & Royer Co., LPA 
33 South Grant Avenue 
Columbus, OH 43215-3927 
lbell@aol.com 

Michael R. Smalz 
Joseph V. Maskovyak 
Ohio State Legal Services Association 
555 Buttles Avenue 
Columbus, OH 43215-1137 
msmalz@oslsa.org 
jmaskowak@osla.org 

Nolan Moser 
Air & Energy Program Manager 
The Ohio Environmental Council 
1207 Grandview Avenue, Suite 201 
Columbus, OH 43212-3449 
nolan@theQec.org 

Larry Gearhardt 
Chief Legal Coimsel 
Ohio Farm Bureau Federation 
280 North High Street 
PO Box 182383 
Columbus, OH 43218-2383 
igearhardt@oft)f.org 

Stephen J. Romeo 
Scott H. DeBroff 
Alicia R. Petersen 
Smigel, Anderson &. Sacks 
River Chase Office Center 
4431 North Front Street 
Harrisburg, PA 17110 
sromeo@sasllp.cQm 
sdebrofiR5Jsasllp.com 
apetersen@sasllp .com 

Douglas M. Mancino 
Gregory K. Lawrence 
Grace C. Wung 
McDermott Will & Emery LLP 
2049 Century Park East, Suite 300 
Los Angeles, CA 90067-3218 
dmancino@mwe.com 
giawrence@mwe.com 
gwung@mwe.com 

Clmton A. Vince, Presley R. Reed, 
Emma F. Hand, Ethan E. Rii 
Sormenschein Nath & Rosenthal LLP 
1301 K Street NW, Suite 600 East Tower 
Washington, DC 20005 
evince@soimenschein.com 
preed@sonnenschein.com 
eband@soimenschein.com 
erii@sonnenschein.com 

mailto:Cmoonev2@columbus.rr.com
mailto:drinebolt@aol.com
mailto:mhpctricoff@vssp.com
mailto:smhoward@vssp.com
mailto:henrveckhart@aol.com
mailto:cgoodfflan@energymarketers.com
mailto:lbell@aol.com
mailto:msmalz@oslsa.org
mailto:jmaskowak@osla.org
mailto:nolan@theQec.org
mailto:sromeo@sasllp.cQm
http://sdebrofiR5Jsasllp.com
mailto:dmancino@mwe.com
mailto:giawrence@mwe.com
mailto:gwung@mwe.com
mailto:evince@soimenschein.com
mailto:preed@sonnenschein.com
mailto:eband@soimenschein.com
mailto:erii@sonnenschein.com

