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In the Matter of the Application of Columbus )
Southern Power Company for Approval of )
an Llectric Security Plan; an Amendment to ) Case No. 08-917-EL-SSO
its Corporate Separation Plan; and the Saleor )
Transfer of Certain Generating Assets. )
[n the Matter of the Application of Ohio )
Power Company for Approval of its Electric ) Case No, 08-918-EL-SS0
Security Plan; and an Amendment to its )
Corporate Separation Plan. )

COLUMBUS SOUTHERN POWER COMPANY’S
APPLICATION FOR REHEARING

Pursuant to §4903.10, Ohio Rev. Code, and §4901-1-35 (A), Ohic Admin, Code,
Columbus Southern Power Company (CSP) secks rehearing of the Commission’s July
23, 2009 Entry on Rehearing. The Commission’s Entry on Rehearing reversing its
March 18, 2009, Opinion and Order in this proceeding regarding CSP’s proposal to seil
or transfer its Waterford Energy Center (Waterford) and Darby Electric Generating
Statton (Darby) is unlawful and unreasonable. On rehearing, since the Commission
revoked CSP’s authority to recover its customers’ jurisdictional share of the costs
associated with maintaining and operating Waterford and Darby, the Commission should
concurrently exercise its authority under §4928.17 (E), Ohio Rev. Code, to authorize CSP

to scll or transfer these two facilities.
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MEMORANDUM IN SUPPORT OF REHEARING

[0 its March 18, 2009, Opinicn and Order, the Commission stated:

[f the Commission is going 1o require that the electric utilities retain these
generating assets, then the Commission should also aliow the Companies
to recover Ohio customers® jurisdictional share of any costs associated
with maintaining and operating such facilities. (Opinion and Order, p.
52).

This ruling resulted from CSP’s proposal to acquire authority to sell or transfer
thesc mercantile generating facilities. As CSP’s witness, Mr. Baker, explained, the
Waterford plant was purchased in 2005 and Darby was purchased in 2007. (Co. Ex. 2 A,
p, 42). “Neither of these units have ever been in CSP’s rate base and customers’
generation rates have not reflected CSP’s investment in the plants or the expenses of
operating and maintaining the plants.” (/) With no rate recovery, these plants were
purchased in anticipation of generation rates being market-based under SB 3. CSP “took
the risk on these plants and therefore, ... its appropriate for us to have the authority to, if
we choosc, to transfer or sell the assets at our discretion.” (Tr. XIV, p. 155). In rebuttal
testimony, Mr. Baker testified that if CSP is prohibited from selling or transferring these
units, any expense not recovered in the Fuel Adjustment Clause (FAC) should be
recovered in the non-FAC rate. (Co. Ex. 2 E, p. 21).

In its March 18, 2009, Opinion and Order, the Commission denied CSP the

authority it sought under §4928.17 (E). Ohio Rev. Code. However, based on its

reasoning quoted above, it authorized cost recovery associated with Waterford and



Darby. The Company viewed the Commisstion’s ruling as a fair balance regarding that
issuc and did not challenge the ruling on rehearing.

Now, however, the Commission’s Entry on Rehearing has completely upset the
balance it struck in its Opinion and Order. If the Commission were going o revoke the
rat¢ authorization it provided in the Opinion and Order it also should have reconsidered
its ruling as it related to authority to sell or transfer the Waterford and Darby facilities
and granted CSP the authority it sought under §4928.17 (E), Ohio Rev. Code, regarding
Watcerford and Darby. Having failed to do so, the Commission’s orders are unreasonable
and unlawful and should be modified on rehearing to authorize the sale or transfer of
Watcrford and Darby.

[t is unreasonable to force CSP to keep these generating units and not be able to
recover any costs associated with these units. The Commission already has recognized
thts. Therefore, with the cost recovery provision of the Opinicn and Order being revoked
on rchearing, the fair and reasonable course of action now is to authorize CSP to sell or
transfer those units.

Authorization of a sale or transfer also is legally required if the Commission is not
allowing cost recovery associated with these merchant plans. The unbundling process
required by S.B. 3 resulted in a generation rate that reflected previously-determined cost
recovery for CSP’s generating facilities, The generation rates under the “rate plan™ (the
Standard Service Offer in effect on the effective date of S.B. 221) did not include
recovery of costs associated with maintaining and operating Waterford or Darby or of a
return on CSP’s investment in those plants. With the Commission’s reversal in its Entry

on Rchearing of the Waterford and Darby cost recovery, CSP is unlawfully put in the



position of betng required to retain these facilities but not being permitted to make any
adjustment to the rate plan rate to recover costs of maintaining and operating those units
or recover a return on the investment in those plants. On rehearing the Commission
should rectify this unlawful situation by granting CSP the authority it sought in the

proceeding 10 sell or transfer Waterford and Darby.
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COLUMBUS SOUTHERN POWER COMPANY’S
APPLICATION FOR REHEARING

Pursuant to §4903.10, Ohio Rev. Code, and §4901-1-35 (A), Ohio Admin. Code,
Columbus Southern Power Company (CSP) seeks rehearing of the Commission’s July
23, 2009 Entty on Rehearing. The Commission’s Entry on Rehearing reversing its
March 18, 2009, Opinion and Order in this proceeding regarding CSP’s proposal to sell
or transfer its Waterford Energy Center (Waterford) and Darby Electric Generating
Station (Darby) is unlawfulr and unreasonable. On rehearing, since the Commission
revoked CSP’s a13thority to recover its customers’ jurisdictional share of the costs
associated with maintaining and operating Waterford and Darby, the Commission should
concurrently exercise its authority under §4928.17 (E), Ohio Rev. Code, to authorize CSP

to sell or transfer these two facilities.



MEMORANDUM IN SUPPORT OF REHEARING

In its March 18, 2009, Opinion and Order, the Commission stated:
If the Commission is going to require that the electric utilities retain these
generating assets, then the Commission should alse allow the Companies
to recover Ohio customers’ jurisdictional share of any costs associated

with maintaining and operating such facilities. (Opinion and Order, p.
52).

This ruling resulted from CSP’s proposal to acquire authority to sell or transfer
these mercantile generating facilities. As CSP’s witness, Mr. Baker, explained, the
Waterford plant was purchased in 2005 and Darby was purchased in 2007, (C*o'. Ex. 2 A,
p. 42). “Neither of these units have ever been in CSP’s rate base and customers’
generation rates have not reflected CSP’s investment in the plants or the expenses of
operating and maintaining the plants.” (/d) With no rate recovery, these plants were
purchased in anticipation of generation rates being market-based under SB 3. CSP “took
the risk- on these plants and therefore, ... its appropriéte for us to have the authority to, if
we choose, to transfer or sell the assets at our discretion.” (Tr. XIV, p. 155). In rebuttal
testimony, Mr. Baker testified that if CSP is prohibited from selling or transfetring these
units, any- expense not recovered in the Fuel Adjustment Clause (FAC) should be
recovered in the non-FAC rate. (Co. Ex. 2 E, p. 21).

In its March 18, 2009, Opinion and Order, the Commission denied CSP the
authority it sought under §4928.17 (E), Ohio Rev. Code. However, based on its

reasoning quoted above, it authorized cost recovery associated with Waterford and



Darby. The Company viewed the Commission’s ruling as a fair balance regarding that
issue and did not challenge the ruling on rehearing.

Now, however, the Commission’s Entry on Rehearing has completely upset the
balance it struck in its Opinion and Order. If the Commission were going to revoke the
rate authorization it provided in the Opinion and Order it also should have reconsidered
its ruling as it related to authority to sell or transfer the Waterford and Darby facilities
and granted CSP the authority it sought under §4928.17 (E), Ohio Rev. Code, regarding
Waterford and Darby. Having failed to do so, the Commission’s orders are unreasonable
and unlawful and should be modified on rehearing to authorize the sale or transfer of
Waterford and Darby.

It is unreasonable to force CSP to keep these generating units and not be able to
recover any costs associated with these units. The Commission already has rgcognized
this. Therefore, with the cost recovery provision of the Opiniton and Order being revoked
on rehearing, the fair and reasonable course of action now is to authorize CSP to sell or
transfer those units.

Authorization of a sale or transfer also is legally required if the Commission is not
allowing cost recovery associated with these merchant plans. The unbundling process
required by S.B. 3 resulted in a generation rate that reflected previously-determined cost
‘1'ecovr’:ry for CSP’s generating facilities. The generation rates under the “rate plan” (the
Standard Service Offer in effect on the effective date of S.B. 221) did not include
recovery of costs associated with maintaining and operating Waterford or Darby or of a

return on CSP’s investment in those plants. With the Commission’s reversal in its Entry

on Rehearing of the Waterford and Darby cost recovery, CSP is unlawfully put in the



position of being required to retain these facilities but not being permitted to make any
adjustment to the rate plan rate to recover costs of maintaining and operating those units
or recover a return on the investment in those planté. On rehearing the Commission
should rectify this unlawful situation by granting CSP the authonty it sought in the

proceeding to sell or transfer Waterford and Darby.
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