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In the Matter of the Application of )

Columbus Southem Power Company and }

Ohio Power Company, Individually and, if ) Case No. 11-356-EL-AAM
Their Proposed Merger is Approved, as a ) Case No. 11-358-EL-AAM
Merged Company (collectively AEP Ohio) ) '
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Application of Columbus Southern Power Company and Ohioc Power Company

1.  Columbus Southern Power Company (CSP) and Ohio Power Company (OP) are
public utilities as defined by Ohio Revised Code (R.C.) 4905.02 and 4905.03.
CSP and OP are sometimes collectively referred as “AEP Ohio” and, based on the
propéscd merger pending in Case No. 10-2376-EL-UNC, are also collectively
referred to as the “Company.”

2. AEP Ohio is engaged in the business of supplying electric - generation,
transmission and distribution service to approximately 1.5 million cuﬁoﬁem in
Ohio, all of whom will be affected by this Application. AEP Ohio oéemtes plant

and equipment in Ohio that are in service and used and useful in providing



distribution service to its customers. The Company’s principal place of business
is in Columbus, Ohio.

Pursuant to R.C. 4909.43(B) and the Standard Fiiing Requirements of Ohio
Administrative Code (Q.A.C.) Chapter 4901-7 (Standard Filing Requirements),
on January 27, 2011, AEP Ohio filed its Pre-Filing Notice of -Intent to File for an
Increase in Electric Distribution Rafes, Tariff Changes, and Application for
Approval of Changes in Accounting Methods (Notice of Intent) to initiate the
above-captioned cases.

The Notice of Intent to file was served upon the Commission and the mayors and
legislative authorities of each municipality affected by this Application on
January 27, 2011, pursuant to R.C. 4909.43(B) and in comp]janbe with the
Standard Filing Requirements. AEP Ohio listed the affected municipé]jties in the
Application for an Increase in Rates as part of its PFN Exhibit 2a and PFN
Exhibit 5, Attachment A. | |

It has been nearly two decades since AEP Ohio filed base rate cases. This
Application seeks to bring rates in line with the current investment and costs
necessary to provide safe, reliable distribution service to custoniers and to
determine an appropriate return on equity. |

At the time of this filing, no municipal corporation has in effect any ordinance or
franchise that does, or will, regulate the rates or charges to any customer affected
by this Application.

This Application is made pursuant to R.C. 4909.18 and related sec1§ions of the

Ohio Revised Code for authority to make changes and increases' in electric



distribution rates applicable in all incorporated communities and unincorporated
arcas within CSP’s and OPC’s entire sérvice territories, including their joint
service territory.

AEP Ohio seeks to amend its electric distribution rates through changes to its
tariffs, P.U.C.O. No. 7 Open Access Distribution and Standard for CSP and
P.U.C.0O. No. 19 Open Access Distribution and Standard for OP, AEP Ohio also
proposes changes ta the Terms and Conditions of service, including‘ the updated
prices for miscellaneous distribution charges and pole attachments. The proposed
tariff schedules, which reflect the proposed rates and language changes as well as
certain proposals involving restructuring of rate schedules, are: detailed in
Schedule E-1 for each company and are being filed with this Application,

AEP Ohio also proposes to amend existing riders and establish new riders that the
Company also proposes to amend and establish in conjunction with the pending
Electric Security Plan (ESP) cases, Case Nos. 11-346-EL-SSO and 11-348-EL-
SSO. A primary proposal connecting the ESP cases and this Application is the
Distribution Investment Rider (DIR). Absent approval of the I)IIi to recover
incremental capital carrying costs for infrastructure investment,; significant
recovery lag may further compound the risk that sufficient capital funding will not
be available for capital investment needed to accélerate the replacement of aging |
distribution infrastructure and for deployment of new distribu*.;ion systgﬁl' '
technologies. Further, riders such as the Enhanced Service Reliability Rider

(ESRR), also pending as part of the ESP cases, involve incrementa] vegetation
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11.

12.

13,

14.

management spending and need to be synchronized with the base level of
spending reflected in base distribution rates.

AFP Ohio also seeks authority to recover existing distribution regulatory assets
based on accounting deferrals that were previously authorized by the
Commission. While these regulatory assets are not reflected in the revenue
requirement calculated within the Standard Filing Requirement Schedules
supporting this Application, AEP Ohio does propose to amortize and recover
these regulatory assets through the Distribution Asset Recovery Rider (bARR)
being proposed in this Application. The DARR will be discussed in greater detail
as part of the Company’s written testimony.

The Commission’s February 23, 2011 Entry approved AEP Ohio’s proposed test -
year consisting of the twelve-month period ending May 31, 2011, and a date
certain for property valuation of August 31, 2010.

AEP Ohio estimates that the rate changes proposed herein, if graﬁted in full,
would increase gross revenues by $93.815 million, or 2.3% in average annual
total revenue for AEP Chio (1.9% for CSP and 2.6% for OP) over the test period
gross revenues generated from providing electric distribution = service to
customers. |

AEP Ohio requests that thé rates established in this proceeding be effective ﬁith
the first billing cycle of January, 2012, for all of its customers.

AEP Ohio's primary reason for.ﬁling this Application is to generate sufficient
revenues for AEP Ohio to pay its distribution-related operating expenses, to

service its debt, and to provide an adequate rate of return on its propei'ty used and



15.

16.

17.

useful in the rendition of electric distribution service to its customers. Since the
time of its prior base rate cases, the investment in property used and useful in the
rendition of electric distriﬁution service to the customers aﬁ'et;.ted_ by this
Application has materially increased. The Company submits that an overall
return of 8.36% for CSP and 8.43% for OP, which includes an 11.15% return on
equity for both companies, is fair and reasonable.
AFEP Ohio also requests Commission approval of all necessary and appropriate
accounting authority to implement the proposed rates and riders, inchiding 5ut not
limited to the proposed blended depreciation rates and the proposed-shonn damage
reserve accounting mechanism. The proposed accounting will be explained in
greater detail in the Company’s written testimony.
AEP Ohio submits that this Application and accompanying Schedules comply
with the Standard Filing Requirements, except as to the waivers granted in the
Commission’s February 23, 2011 Entry.
In support of the Application, AEP Ohio has filed the Schedules required by R.C.
4909.18 and the Standard Filing Requirements (a detailed index of the Schedules
is contained in Volume 1), including the following:
(a) Schedule A-1, which provides certain financial data for tl;e p_i‘oposed test
year and date certain; Schedule A-2 that caléulates a revenue conversion
factor; and Schedule A-3, which reports that AEP Ohic does not propose a
mirrored construction work in progress (CWIP) revenue sur-c;fcdit rider in
this proceeding; |

(b) Schedules B-1 through B-9, which report AEP Ohio's property used and



useful in rendering electric distribution service to those customers affected
by this Application, as provided in R.C. 4909.05;

(c) Schedules C-1 through C-13, which oontaip: |

(i) detailed schedules of AEP Ohio's receipts, revenues and incomes, AEP
Ohio's operating costs and other expenditures, and certain adjustments
which AEP Ohio deems applicable; and |

(ii) a statement of the income and expense anticipated under this
Application;

(d) Schedules D-1 through D-5, which, in conjunction with the Schedules
mentioned ‘in section (a) above, contain a statement of CSP’s and OP’#
financial condition and net worth;

(d) Schedule E-1, which sets forth AEP Ohio's proposed tariff scﬁedules;

{e) Schedule E-2, which sets forth AEP Ohio's current tariff schedules that are
proposed to be changed, and which are scored to indicate the provisions to
be changed; |

(f} Schedules E-3 through E-5, which set forth AEP Ohio's cost—df-servioe
study, the rationale for tariff changes, the class and schedule revenue
summary and the typical bill comparison, |

(f) Schedules S-1 and S-2, which provide certain Vcapital expenditure and ﬁ;.re-
year forecasted financial statements;

(g) Schedule §-3, which is a proposed notice for newspaper publication, fully
disclosing the substance of the Application and the specific raq\nrements

of R.C. 4909.18(E); and



(h) Schedule S-4.1, which is an executive summary of the Company's
corporate procéss, and Schedule $-4.2, which provides management
policies and practices.

18. Concurrent with the filing of this Application, AEP Oﬁio is providing the Utilities
Department, Office of Rate Case Manéger, four copies of the Supplemental
Information required by OAC 4901-7-01, Appendix A, Chapter ll(C) {(Volume 7
through 10).

WHEREFQORE, since the rates, prices, charges and other provisions in the_ cutrent réle
schedules do not yield just and reasonable compensation to AEP Ohio for supplying
electric distribution service to the customers to which they are applicable, dﬁ not yield a
just and reasonaﬁle return to AEP Ohio on the value of the property used for furnishing
electric distribution service to such customers, and result in the taking of AEP Ohio's
property for public use without compensation and without due process of law, AEP Ohio
respectfully prays that this Honorable Commission:

(a) Accept this Application for filing;

(b)  Find that this Application and the attached Schedules filed herewith and
incorporated herein, are in accordance with R.C. 4909.18 and the Rules of
the Commission; |

(¢)  Approve the Form-of Notice in Schedule 8-3 filed herewith;

(d)  Establish an efficient procedural schedule for processing this Application;

(e) Find that the current rates, prices and charges for electric distribution
service are unjust, unreasonable and insufficient to yield reasonable

compensation to AEP Ohio for the electric distribution service lrendered;
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(3

(h)

)

Approve the proposed depreciation rates for use by AEP Ohio;

Find that the proposed rates, prices, and charges are just and reasonable
based upon the test period fér the twelve months ending May 31,

2011 and approve such schedules in the form tendered herewith;
Approve AEP Ohio's Application for Approval to Change Accounting
Methods consistent with the Commission's approval of AEP Ohio's
proposed deferrals and its proposed riders;

Fix the date on or after which applicable services provided to all
customers are subject to the proposed rates at the first billing cycle of
January, 2012; and

Grant any other relief deemed necessary to fully implement the proposals

made in the Application.
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SECTION D
RATE OF RETURN
COLUMBUS SOUTHERN POWER
Case No. 11-351-EL-AIR, Case Mo. 11-353-EL-ATA, Case No. 11-357-EL-AAM
Test Year: Twelve Months Ended May 31, 2011

Date Certain: August 31, 2010

Schedules

D-1A Rate of retum summary corporate

D-2A Embedded cost of short-tern debt corporate
D-3A Embedded cost of long-term debt corporate

C-4A Embedded cost of preferred stock corporate

L-5 Comparative Financial Data corporate
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COLUMBUS SOUTHERN POWER
Case No. 14-352-EL-AIR, Case No, 11-354-EL-ATA, Case No. 11-368-EL-AAM
Embedded Cost of Preferred Stock

(5000}
Data of Preferred Stock: August 31, 2030 © Schedule DA
Type of Filing: X_Original ___Updated___Revised Page 1 of 1
Work Paper Reference No(s): Witness Responsible:
: R. Hawkins
m {2) (3) (@ (5)
Annualized
Line Dividend Principal Cost of Cost
No. Description Rale Quistanding _ Reacquired Shares {G2 X C3)
% 5 $ $

Columbus Southem Power has no preferred stock
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