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BEFORE 
THE PUBLIC UTILITIES COMMISSION OF OHIO 

 
In the Matter of the Application of  ) 
Ohio Power Company to Establish  ) Case No. 12-3255-EL-RDR 
Initial Storm Damage Recovery Rider ) 
Rates.      ) 
 
 
             
    

MOTION AND MEMORANDUM IN SUPPORT OF  
OHIO POWER COMPANY  

TO RECORD A CARRYING COST ON THE 2012 STORM RECOVERY COSTS 
SUBJECT TO THE  

AMOUNT DETERMINED AT THE OUTCOME OF THE PROCEEDING 
              

  

Ohio Power Company files this motion pursuant to Ohio Administrative Code Section 

4901-1-15 seeking permission to record carrying costs at the Weighted Average Cost of Capital 

on the approximate $61 million in incremental O&M major storm costs expended in 2012 to 

restore service after major storms and over and above the $5 million threshold already found by 

the Commission to represent normal ongoing operations in rates.   

The delay in the proceeding initially filed in December of 2012 and scheduled for a 60-

day comment cycle results in a hearing not being held until almost 12 months after the initial 

filing and correspondingly a decision over a year after filing.  Recognizing the long delay, Ohio 

Power respectfully requests the Commission grant the Company permission to record carrying 

costs at the weighted average cost of capital on the approximate $61 million in question subject  
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to Commission adjustment based on the final amount of the storm costs determined in the 

opinion and order in this case.   

Respectfully submitted, 

 

/s// Matthew J. Satterwhite  
Steven T. Nourse  
Matthew J. Satterwhite  
American Electric Power Corporation 
1 Riverside Plaza, 29th Floor 
Columbus, Ohio 43215 
Telephone: (614) 716-1608 
Fax:  (614) 716-2950 
stnourse@aep.com 
mjsatterwhite@aep.com 
 

Counsel for Ohio Power Company 
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MEMORANDUM IN SUPPORT 

The Company filed in December of 2012 to recover incremental O&M major storm costs 

that go back to June 2012.  The initial Commission process was set up on a 60 day comment 

timetable with the purpose of reviewing costs incurred for a storm restoration.  The 

establishment of the mechanism already included a $5 million threshold to figure storm costs 

above and below each year.  The mechanism allows the Company to seek recovery of costs 

above and beyond that level of costs if there were major storms in the calendar year.  Such a 

process assumed that there could be extreme storms that required timely recovery of restoration 

costs and established a system not to question the appropriateness of recovering storm restoration 

costs at all, but to review the reasonableness of the costs to restore service after any particular 

extreme storm.  The Company raised the need for carrying charges at the Weighted Average 

Cost of Capital (WACC) if the recovery did not commence by April 1, 2013.  (Ohio Power 

Application, December 21, 2012 at 17.) 

The Commission recently granted a second lengthy extension in the procedural schedule 

without establishing a corresponding carrying charge on the 2012 costs to account for the delay.  

Specifically, on August 6, 2013, the Commission granted OCC’s motion to extend the procedural 

schedule even further delaying a hearing date until December 2013, almost a year after the filing 

of the application.   

The long delay in the process does not come without cost.  As indicated in the 

Company’s Application, February 18, 2013 letter in this docket and its Memorandum Contra to 

OCC’s July 19, 2013 motion for a procedural schedule, a declaration allowing the accounting for 

carrying charges would be appropriate in light of the case delay.  Each month that goes by 



4 
 

without carrying charges at the requested WACC rate costs the Company approximately 

$558,000.  As demonstrated in the table a hearing held in December 2013 will result in over $5 

million in carrying charges lost to the Company through the end of 2013.   

Table: 
AEP Ohio Storm Damage Recovery Mechanism Calculation of Carrying Cost1 

  

 Month 2013 Pre-Tax $’s (000’s) 

 March 0 

 April  558,000 

 May  558,000 

 June  558,000 

 July  558,000 

 August  558,000 

 September  558,000 

 October   558,000 

 November   558,000 

 December  558,000  

 2013 Total  $5,022,000 
 

The current schedule accounts for over $5 million in lost carrying charges, an amount that 

increases every month after that point until the storm costs are collected.  This loss due to the 

delay constitutes serious harm to the Company and Commission action is needed.  Because the 

procedural schedule was extended to accommodate OCC’s further discovery in this case, the 

Commission should balance that fact by authorizing the Company to record the carrying charges 

in this case.  Customers will not be charged until the ultimate rider amount is determined in the 

                                                           
1 Pre-tax WACC Carrying Charge = WACC 10.99% from Witness Hawkins Testimony in ESP II 
Docket 11-346 et al., approved for use in the DIR calculation including a 10.2% ROE. 
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opinion and order and authorized for collection. Such an action will protect the Company while 

providing the OCC the continued process it argues is needed in this case.    

AEP Ohio spent approximately $66 million in incremental O&M major storm costs to 

respond to the catastrophic Derecho and subsequent storms in 2012 and restore service to 

customers.  The $61 million at issue in this case is real money out of the Company’s pocket that 

was expected to be timely recovered.  The expectation for timely recovery was reasonable 

because the Commission had already approved the storm rider mechanism that would provide 

relief at the end of the calendar year and included a process that had comments due within 60 

days for Commission action.  A prolonged debate on whether the Company was entitled to even 

receive recovery of costs for major storm responses was not expected to be a topic when the 

Commission established the mechanism. 

The approval by the Commission for the Company to record these costs is necessary under 

the generally accepted accounting rules.  Specifically, Financial Accounting Standards Board 

(FASB) Accounting Standards Codification 980 requires a probability of recovery to record such 

a regulatory asset.  The Commission should provide an Entry stating: 

The Commission approves the recording of a carrying charge at the weighted 
average cost of capital on the approximate $61 million included in Ohio Power’s 
Application in this docket effective April 1, 2013 on March 31, 2013 balances, 
subject to true-up based on the final amount authorized for recovery by the 
Commission. 
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Ohio Power respectfully moves for the Commission to approve the accounting for 

carrying charges associated with the incremental O&M major storm costs from the 2012 major 

storms sought in this docket. 

Respectfully submitted, 

//ss// Matthew J. Satterwhite  
Steven T. Nourse  
Matthew J. Satterwhite  
American Electric Power Corporation 
1 Riverside Plaza, 29th Floor 
Columbus, Ohio 43215 
Telephone: (614) 716-1608 
Fax:  (614) 716-2950 
stnourse@aep.com 
mjsatterwhite@aep.com 
Counsel for Ohio Power Company 
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CERTIFICATE OF SERVICE 

 I hereby certify that a true and accurate copy of the above filing was served by electronic 

mail upon the individuals listed below by the 22nd day of August 2013. 

 

 /s// Matthew J. Satterwhite   

 Matthew J. Satterwhite 

 

William Wright 
Chief, Public Utilities Section 
Werner L. Margard III 
Ryan P. O’Rourke 
Assistant Attorney General 
Public Utilities Commission of Ohio 
180 E. Broad Street, 6th Floor 
Columbus, Ohio 43215 
William.wright@puc.state.oh.us  
Werner.margard@puc.state.oh.us  
Ryan.orourke@puc.state.oh.us 
 

Terry Etter 
Michael J. Schuler 
Assistant Consumers’ Counsel 
Office of the Ohio Consumers’ Counsel 
10 West Broad Street, Suite 1800 
Columbus, Ohio 43215-3485 
etter@occ.state.oh.us  
schuler@occ.state.oh.us 
 

David Boehm 
Michael L. Kurtz 
Jody Kyler Cohn 
Kurt J. Boehm 
Boehm, Kurtz & Lowry 
36 East Seventh Street, Suite 1510 
Cincinnati, Ohio 45202 
dboehn@BKLlawfirm.com  
mkurtz@ BKLlawfirm.com 
jkyler @BKLlawfirm.com   
 

Kimberly W. Bojko 
Carpenter Lipps & Leland LLP 
280 Plaza, Suite 1300 
280 N. High Street 
Columbus, Ohio 43215 
bojko@carpenterlipps.com 
 
 
Mark S. Yurick 
Zachary D. Kravitz 
Taft Stettinius & Hollister LLP 
65 East State Street, Suite 1000 
Columbus, Ohio 43215 
myurick@taftlaw.com  
zkravitz@taftlaw.com    
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Mark R. Pritchard 
Samuel C. Randazzo 
Frank P. Darr 
Joseph E. Oliker 
McNees Wallace & Nurick LLC 
21 East State Street, 17th Floor 
Columbus, Ohio 43215 
mpritchard@mwncmh.com  
sam@ mwncmh.com   
fdarr@ mwncmh.com   
joliker@ mwncmh.com   
 
 

J. Thomas Siwo 
Frank L. Merrill 
Bricker & Eckler LLP 
100 South Third Street 
Columbus, Ohio 43215-2390 
tsiwo@bricker.com  
fmerrill@bricker.com  
 
Richard L. Sites 
OHIO HOSPITAL ASSOCIATION 
155 East Broad Street, 15th Floor 
Columbus, OH 43215-3620 
ricks@ohanet.org  
 
Thomas J. O’Brien 
BRICKER & ECKLER LLP 
100 South Third Street 
tobrien@bricker.com    

 
 

 
 
 
Attorney Examiners: 
 
Sarah Parrott 
Jonathan Tauber 
Attorney Examiners 
Public Utilities Commission of Ohio 
180 E. Broad Street, 12th Floor 
Columbus, OH 43215-3793 
Sarah.Parrot@puc.state.oh.us  
jonathan.tauber@puc.state.oh.us  
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