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BEFORE 
THE PUBLIC UTLITIES COMMISSION OF OHIO 

In the Matter of the Application of 
Du[<e Energy Ohio, Inc. for an Increase 
in Electric Distribution Rates. 

In the Matter of the Application of 
Duke Energy Ohio, inc. for Tariff 
Approval. 

In the Matter of the Application of 
Duî e Energy Ohio, Inc. for Approval 
to Change Accounting Methods. 

Case No. 08-709-EL-AIR 

CaseNo.08-710-EL-ATA 

Case No. 08-711-EL-AAM 

OBJECTIONS TO THE STAFF REPORT OF INVESTIGATION 
OF 

OHIO PARTNERS FOR AFFORDABLE ENERGY 
AND SUMMARY OF MAJOR ISSUES 

INTRODUCTION 

On June 25, 2008, Dul<e Energy Ohio, Inc. ("Duke" or "Company") filed a 

Notice of Intent to file an application for an increase in distribution rates to be 

charged for electric service in its service area. Subsequently, on July 25, 2008, 

Duke filed the instant application for an increase in distribution rates, an 

application for tariff approval and an application to change accounting methods in 

Case Nos. 08-710'EL-AIR, 08-710-EL-ATA and 08-711-EL-AAM respectively. 

Pursuant to R.C. 4909.19 and Ohio Adm. Code 4901-1-28(8), OPAE, a party to 

the above-captioned cases, hereby submits these objections to the Staff Report 

of Investigation ("Staff Report") filed on January 27, 2008, and a summary of 

major issues. 



OBJECTIONS 

I. OPAE objects to the Staff Report recommendation that the rate of 
return be set in the range of 8.34% to 8.87% because this range 
provides an excessive return when compared to the risk faced by 
Duke as a provider of monopoly electric distribution service. 

The Staff Report fails to quantify the level of reduction of the rate of return 

that is appropriate given the reduced risk to Duke as a provider of monopoly 

electric distribution service. The Staff Report errs in not reducing the rate of 

return sufficiently to reflect the minimal risk faced by the Company for purposes 

of a return on its investment to provide monopoly electric distribution service. 

II. OPAE objects to the Staff Report recommendation that Duke's 
proposed Rider DR-Ike is an appropriate mechanism to evaluate 
deferred storm damage costs and any recovery thereof. 

OPAE objects to the establishment of the distribution rider, Rider DR-Ike, 

to recover deferred storm damage restoration costs. The establishment of a new 

distribution rider to recover storm damage related to Hurricane Ike violates the 

concepts of test-year and recurring expenses that are fundamental to statutory 

ratemaking in Ohio. The proper mechanism for Duke to seek an increase in its 

distribution rates due to increased operating and maintenance expenses is the 

filing of an application pursuant to R.C. 4909.18. Such an application would be 

subject to the statutory ratemaking requirements of R.C. Chapter 4909. The 

reasonableness and lawfulness of the deferred amounts, and any recovery from 

customers, should be examined and addressed only in a future rate case 

proceeding under R.C. 4909.15 and 4909.18. 



III. OPAE objects to the revenue conversion factor recommended in the 
Staff Report for failing to use actual effective federal and state tax 
rates paid by Duke. 

Ohio employs an approach to developing the revenue conversion factor 

that includes elements that gross up recovery for federal and state taxes. This is 

appropriate, but the level of federal and state taxes used ~ the statutory level of 

taxes without consideration of credits or other offsets ~ is not. The effective tax 

rates paid by utilities should be used to develop the revenue conversion factor. 

Othen/vise, customers are paying far more to compensate a utility for taxes than 

the utility actually pays to the government. 

IV. OPAE objects to acceptance by the Staff Report of the peak and 
average method of allocating cost to the various classes because the 
procedure fails to represent the utility system's characteristics. 

The allocation to each customer class of costs associated with the 

distribution function should be based on each class's actual use of the system, 

i.e., energy consumption rather than a coincident peak analysis. The latter 

results establish a demand cost for each class, which is used in turn to establish 

the revenue responsibility. While this approach may have some efficacy when 

allocating costs for generation, which deals primarily with the adequacy of 

capacity to service load, it is inappropriate to use this convention when allocating 

distribution costs. OPAE objects to the Staff Report's acceptance of Duke's cost 

of service study based on peak and average class group peak methodologies. 



OPAE objects to the Staff Report's allocation of costs to the 
residential class based on the peak and average method of allocating 
costs because this method results in an excessive cost 
responsibility for the residential class. 

As stated in the above objection, the Staff Report accepted a cost of 

service study that is inappropriate for costs associated with electric distribution 

service. Therefore, the Staff Report's allocation of costs to the residential class 

is excessive and not supported by sound regulatory and public policies. The 

Staff erred by accepting the cost of service study proposed by Duke. 

VI. OPAE objects to the Staff Report's increase in the residential 
customer charge from $4.50 to $5.71. 

The Staff Report recommends a residential customer charge of $5.71, 

which is a 26.9% increase over the present residential customer charge of $4.50. 

This increase would harm customers with low usage and reduce incentives for 

large users to achieve greater energy efficiency. It also violates regulatory 

principles of gradualism and a balancing of interests between the utility and 

customers. The residential customer charge should be maintained at $4.50. 

VII. OPAE objects to the failure of the Staff Report to require that Duke 
offer affordable payment plans based on the customer's energy 
burden and income. 

Customers are not well served by 'one size fits all' payment plans which 

are often unaffordable and ultimately put customers in danger of disconnection 

once again. Data cleariy indicates that the number of disconnections is 

increasing. Payment plans should be customized based on a customer's income 



and the resulting energy burden - the percentage of income spent on utility bills. 

The Staff Report erred by failing to require Duke to offer affordable payment 

plans based on the customer's energy burden and income. 

VIII. OPAE objects to the failure of the Staff Report to require Duke to 
undertake educational efforts so customers understand the 
difference between authorized and non-authorized payment stations. 

Many merchants hold themselves out as utility payment stations though 

not all stores taking utility payments are authorized payment centers. To ensure 

customer payments are promptly credited to accounts to prevent the issuance of 

disconnection notices or actual disconnections, Duke should be required to 

undertake an education program designed to alert customers to the need to use 

only authorized payment stations. The Staff Report errs by failing to require an 

education effort designed to ensure customers use authorized payment centers. 



MAJOR ISSUES 

Pursuant to R.C. 4903.083, OPAE proposes the following summary of major 

issues: 

1. The appropriateness of residential and commercial tariffs which over-
allocate costs to these customer classes because of a cost of service 
approach which does not accurately reflect the utility system; 

2. The appPDpriate rate design and customer charge for residential 
customers. 

3. The appropriate rate of return for ratemaking purposes 

4. The appropriate level of test-year revenues; 

5. The appropriate level of operating and maintenance expenses; 

6. The appropriate level of rate base; 



Respectfully submitted, 

y^^r^^^yr^, 
David C. Rinebolt (007317< 
Colleen L. Mooney (0015668) 
Ohio Partners for Affordable Energy 
231 West Lima Street 
P.O. Box 1793 
Findlay, OH 45839-1793 
Telephone: (419)425-8860 
FAX: (419) 425-8862 
e-i^ai*: drineboltfaaol.com 
cmoonev2@columbus.rr.com 

On Behalf of Ohio Partners for 
Affordable Energy 
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CERTIFICATE OF SERVICE 

I hereby certify that a copy of these Objections and Major Issues was 

served by regular U.S. Mail, postage prepaid, upon the parties of record 

identified below on this 26th day of February, 2008. 

Colleen L. Mooney, Esq. ^ 
Counsel for Ohio Partners for Affordable 
Energy 

Rocco D'Ascenzo 
Elizabeth Watts 
Duke Energy Ohio, Inc. 
139 Fourth St. 
25 Atrium II Building 
Cincinnati, Ohio 45202 
rocco.d'a$cenzo(S)duke-enerqv.com 
elizabeth.watts(a)duke-enerav.com 

David Boehm 
Michael Kurtz 
Boehm, Kurtz & Lowry 
36 E. Seventh St. Ste. 1510 
Cincinnati, Ohio 45202 
mkurtz(5)bkllawfirm.com 
dboehm@bkllaw.com 

William Wright 
Attorney General's Office 
180E. Broad Street, 9*̂  Floor 
Columbus, Ohio 43215-3793 
William.Wright(a)puc.state.Qh.us 

Stephen M. Howard 
Vorys, Sater, Seymour & Pease 
52 East Gay Street 
Columbus, Ohio 43216-1008 
smhoward(a)vQrvs.com 

Ann M Hotz 
Larry Sauer 
Office of the Consumers' Counsel 
l o w . Broad Street, 18*̂  Floor 
Columbus, Ohio 43215 
sauer@occ.state.oh.us 
hotz@occ.state.oh.us 

John W. Bentine 
Mari< S. Yurick 
Chester Willcox & Saxbe 
65 East State Street, Ste. 1000 
Columbus, Ohio 43215-4213 
ibentine@cwslaw.com 
mvurick@cwslaw.com 

Douglas E. Hart 
441 Vine Street, Suite 4192 
Cincinnati. Ohio 45202 
dhart@douqlasehart.com 

Gardner F. Gillespie 
Paul A. Werner 
Hogan & Hartson LLP 
555 13*̂  Street. N.W. 
Washington, D.C. 20004 
qfgillespie@hhlaw.com 
pawemer@hhlaw.com 
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Thomas J. O'Brien 
Bricker & Eckler 
100 South Third Street 
Columbus, Ohio 43215 
tQbrien@bricker.com 

Pamela H. Sherwood 
tw telecom 
4625 West 86*̂  Street. Ste. 500 
Indianapolis, Indiana 46268 
pamela.shenAfood@twtelecom.com 

Mary W. Christensen 
Christensen Christensen 
100 E. Campus View Blvd. Ste. 360 
Columbus, Ohio 43235-4679 
Mchristensen@Columbuslaw.orq 
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