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In the Matter of the Application of Ohio Power )
Company for Approval of its Electric Security ) Case No, 08-918-EL-SS0O
Plan and an Amendment to its Corporate )
Separation Plan )

COLUMBUS SOUTHER POWER COMPANY’S
AND OHIO POWER COMPANY’S
MEMORANDUM CONTRA
MOTION FOR REFUND
AND MOTION FOR AEP OHIO TO
CEASE. AND DESIST FUTURE
COLLECTIONS FROM CUSTOMERS

On June 5, 2009, Ohio Consumers’ Counsel (OCC), Ohio Hospital Association
(OHA), Ohto Manufacturers’ Association {OMA), The Kroger Company (Kroger) and
Ohio Energy Group (OEG), collectively “the Movants,” made a filing in these dockets
which contained two motions. The Movants request that Columbus Southemn Power
Company (CSP) and Ohio Power Company (OP), collectively “the Companies,” be
ordered to refund monies allegedly collected related to delta revenues created by the

Commission’s approval of a temporary special arrangement between the Companies and

Ormet Primary Aluminum Corporation (Ormet).! In addition, the Movants request that

! Case Nos. 08-1338-EL-AAM and 08-1339-EL-UNC, F inding and Order dated January 7, 2009, rehearing
pending.
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the Companies be blocked from collecting Ormet delta revenues in the future.”

The Movants’ motions are premised on the incorrect belief that the Companies®
Commission-approved ESP rates are collecting the delta revenues arising from the Ormet
temporary special arrangement. The Commission has not yet authorized the current
recovery of the delta revenues, Therefore, those delta revenues are not being collected in
the ESP rates, or in any other rates for that matter. The delta revenues are being deferred
on the Companies’ books for future recovery as authorized by the Commission,® There is
nothing to refund. There is no action by the Companies from which they should cease
and desist. Therefore, the Movants’ motions should be denied.

The actual facts regarding the delta revenues and their interplay with the ESP are
described in the Companies’ Form 10Q for the quarterly period ended March 31, 2009
filed with the_ United States Securities and-Exchange Commission. At page H-13 of that

filing the Companies stated:

In December 2008, CSPCo, OPCo and Ormet, a large
aluminum company with a load of 520 MW, filed an application
with the PUCO for approval of an interim arrangement governing
the provision of generation service to Ormet. The arrangement
would be effective January 1, 2009 and remain in effect and expire
upon the effective date of CSPCo’s and OPCo’s new ESP rates and
the effective date of a new arrangement between Ormet and
CSPCo/OPCo as approved by the PUCO. Under the interim
arrangement, Ormet would pay the then-current applicable
generation tariff rates and riders. CSPCo and OPCo sought to
defer as a regulatory asset beginning in 2009 the difference
between the PUCO approved 2008 market price of $53.03 per
MWH and the applicable generation tariff rates and riders. CSPCo
and OPCo proposed to recover the deferral through the fuel
adjustment clause mechanism they proposed in the ESP

? While not clear from the Movants’ motion, presumably this particular request is limited in scope to the
Companies’ Electric Security Plan rates and is not iniended as a general prohibition against collecting the
delta revenues associated with the temporary special arrangement.

? January 7, 2009 Finding and Order in Case Nos. 08-1338-EL-AAM and 08-1339-EL-UNC.



proceeding. In January 2009, the PUCO approved the application
as an interim arrangement. In February 2009, an intervenor filed
an application for rehearing of the PUC(’s interim arrangement
approval. In March 2009, the PUCO granted that application for
further consideration of the matters specified in the rehearing
application,

In March 2009, the PUCO issued an order in the ESP
filings which included approval of a FAC for the ESP period. The
approval of an ESP FAC, together with the January 2009 PUCO
approval of the Ormet interim arrangement, provided the basis to
record regulatory assets of $10 million and $9 million for CSPCo
and OPCo, respectively, for the differential in the approved market
price of $53.03 versus the rate paid by Ommet during the first
quarter of 2009 *

The pricing and deferral authority under the PUC(Q’s
January 2009 approval of the interim arrangement will continue
until the 2009-2018 power contract becomes effective.
Management cannot predict when or if the PUCO will approve the
new power contract.

The Movants’ assertion that during April and May 2009 the Companies
have collected $12 million of delta revenues associated with the Ormet temporary
special arrangement is simply incorrect. The Companies are continuing to defer
the delta revenues.

The error in Movants’ assertion that the delta revenues associated with the

temporary special arrangement are, being collected by AEP Ohio in the

Commission-approved ESP rates is obvious when Mr. Roush’s Exhibit DMR-1 in

“ In Case No. 09-119-EL-AEC (the proceeding initiated by Ormet for a “unique arrangement with AEP
Ohio) David Roush an employee of American Electric Power Service Corporation, was subpoenaed o
testify by QCC. In that testimony he stated that the delta revenue under the interim agreement that is being
deferred “as part of the FAC deferrals” ... is approximately $25 millicn. (Tr. p. 46, Case No. 09-119-EL-
AEC). The approximately $6 million difference between that amount and the $19 million (510 million plus
$9 miltion) represents the deferred fuel expense associated with service to Ormet.).



these dockets is compared to the corresponding compliance work papers provided
by the Companies to the Commission’s Staff.’

As seen from Exhibit DMR-1, the Companies’ ESP proposed FAC, non-
FAC and several other increases to the column headed “Current Rates,” 1.e. pre-
ESP revenues. For 2009, the proposed ESP rate increases would have resulted in
increases for CSP and QP of 13.41% and 13.00%, respectively. As stated in the
note on both pages of Exhibit DMR-1, these percentage revenue increases
included the effects of, among other things, the expriration of the 2007-2008
Ormet special contract. The Movants apparently have confused the revenue
reduction associated with the expiration of the 2007-2008 Ormet special contract,
which reduction was reflected in the average 2009 generation rates authorized by
the Commission, with the delta revenues associated with the Ormet temporary
special arrangement which became effective in 2009.° Since the ESP application
was filed on July 31, 2008, long before the temporary special arrangement was
negotiated, let alone filed and approved, the proposed ESP rates could not have
included recovery of the delta revenues related to that arrangement, even if the
Companies had wanted such a recovery mechanism.

The corresponding compliance workpapers show the same starting points

(Current Rates) for CSP and for OP. Based on the Commission’s ESP order, the

> For convenience, the two-page Exhibit DMR-1 and the corresponding compliance workpapers are
attached to this memorandum conira. The Movants allege that the compliznce tariffs “lacked any
supporting records.” OCC knows better. It received the full set of supporting workpapers from the
Commission and from the Companies. The Companies met with OCC 1o go through the process of the
tariffs’ development. The Companies specifically addressed OCC’s misconception reparding recovery of

the delta revenues associated with the Ormet temporary special arrangement,

® The authorized 2009 average generation rates for CSP and OP are found at page 22 of the Opinion and

Order.




Companies reflected FAC increases, and two non-FAC increases related to
environmental capital investment and generation assets. In addition, the
workpapers show increases for POLR service and distribution activities. These
increases, again, were offset by, among other things, the expiration of the 2007-‘
2008 Ormet special contract. These increases resulted in percentage increases for
CSP and OP of 6.82% and 7.82%, respectively.’

What happened to the delta revenues associated with the Ormet temporary
special arrangement? The answer is simple. No such revenues have been
collected. Instead there is a deferral on the Companies” books as regulatory assets
for future recovery, Delta revenues are not in the Commission-approved ESP
rates. There has been no violation of the zero-based Economic Development
Rider (contrary to Movants® assertion). This has been explained to OCC in great
detail by the Companies. OCC’s refusal to accept the fu}ly—explained facts
provides a wholly inadequate basis for justifying a refund of a portion of rates
which have not been collected in the first place and for ordering the Companies to
cease and desist from collecting rates they are not collecting.

All of the Movants’ legal arguments are pointless because the Movants’
underlying factual assertion is wrong. It is that simple. The Companies are not
receiving “stealth collection of millions of dollars from customers.”

(Memorandum in Support, p. 8). They are deferring the delta revenues in

7

Movants contend that rates “the PUCO announced are being exceeded on customer bills.”

(Memorandum in Support, p. 16) and that there is a “large disparity between the revenues approved in the
ESP Order and the rate increases imposed upon customers.” ({d.). The 6.82% and 7.82% actual increases
for 2009 are slightly below the 7% and 8% increases authorized by the Commission for CSP and OP,
respectively. (Opinion and Order, p. 22). Moreover, the Companies’ average 2009 generation rates are
5.47¢MNWh for CSP, as directed by the Commission, and 4.25¢/kWh for OP, slightly below the 4,29¢/k Wh

level authorized by the Commission. {Opinion and Order, p. 22).




accordance with the Commission’s order approving the Ormet temporary special
arrangement. Therefore, the Commission should deny the Movants’ motion.

Respectfulpy submitted,

Marvin I Resnik

Steven T. Nourse

American Electric Power Service
Corporation

1 Riverside Plaza, 29" Floor
Columbus, Ohio 43215
Telephone: (614) 716-1606
Telephone: (614) 716-1608
Fax: (614) 716-2950
miresnik@aep.com
stnourse(@aecp.com

Attorneys for Columbus Southern Power
Company and Ohio Power Company
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CERTIFICATE OF SERVICE

I hereby ceriify that a copy of Columbus Southern Power Company’s and Ohio

Power Company’s Memorandum Contra Motion for Refund and Motion for AEP Ohio to

Cease and Desist Future Collections From Customers was served by electronic mail upon

the individuals listed below this 12" day of June, 2009,

= 9 Roeid

Marvin I Resnik

sharon(@jkenn.com
lkollen(wikenn.com

charlieking(@snavely-king.com
mkurtz@bkllawfirm.com
dboehm@bkllawfirm.com
aradv{@oce.state.oh.us
etteredoce.state.ohus
roberts{occ.state.oh.us
idzkowskif@oce.state.ah.us
stnourse{@aep.com
deonway@porterwright.com
ibentine@cwslaw,com

myurick@cwslaw.com

mwhite@cwslaw.com

khiggins(wenergystrat.com

barthrayer@aol.com

gary.a jeffries@dorm.com

nmoser@theOEC .org

trent@theOEC.org
henryeckhart@aol.com
nedford@@fuse.net
rstanfield@nrdc.org
dsullivan(@nrdc.org
tammy.turkenton(@puc.state oh.us
thomas.lindgren@puc.state.oh.us

werner.margardié@puc.state.oh.us
john.jones@puc.state.oh.us
sam@mwncmh.com
Imcalisterf@mwncemh.com

jclark@mwnemh.com

drinebolt@aol.com

cmooney2(@ecelumbus.rr.com

ricks(@ohanct.org
tobrien@bricker.com
david.femi@constellation.com
cynthia.a.fonner(@constellation.com
mhpetricoff@vssp.com
smhoward@vssp.com
croodman@energymarketers.com
bsingh(@intesrysencrey.com
Ibell33(@aol.com

kschmidt@ohiom{g.com
sdebroffi@sasllp.com

apetersen(@sasllp.com
sromeof@saslip.com
bedwards@aldenlaw.net
sbloomfield@bricker.com
todonnell@bricker. com

cvince(@sonnenschein.com
preed@sonnenschein.com
ehand@sonnenschein.com
erii@sonnenschein.com
tommy.temple@ormet.com
acamarra@wrassoc.com

steven huhman@morpanstanley.com
dmancino{@mwe.com
glawrencel@mwe.com
gwung@mwe.com

stephen.chriss@wal-mart.com
lgearhardt@ofbf.arg

cemiller(@szd.com
gdunnilszd.com
aporter{@szd.com
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