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1. Q. Please state your name and business address. 1 

A. My name is David M. Lipthratt. My address is 180 East Broad Street, 2 

Columbus, Ohio, 43215-3793 3 

 4 

2. Q. By whom are you employed and in what capacity? 5 

A. I am employed by the Public Utilities Commission of Ohio (the Commis-6 

sion or PUCO) as the Chief of the Accounting and Finance Division of the 7 

Rates and Analysis Department. 8 

 9 

3. Q. Please briefly describe your educational and professional background. 10 

A. I earned a Bachelor of Arts degree that included a major in Political Science 11 

and a minor in History from the University of Georgia. Subsequently, I 12 

earned a Master’s in Public Administration degree with a focus on public 13 

budgeting and finance and policy analysis from the University of Georgia. 14 

In addition, I earned a post-baccalaureate Certificate of Accounting 15 

Concentration at Columbus State Community College. I am a Certified 16 

Public Accountant (Ohio License # CPA.48876). Moreover, I have attended 17 

various seminars and rate case training programs sponsored by this 18 

Commission, professional trade organizations, and the utility industry com-19 

munity. 20 

 21 

 22 
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4. Q. Please describe your work experience. 1 

A. I have previously served as a Budget/Management Analyst for the Ohio 2 

Office of Budget and Management and a Fiscal Officer for the Ohio 3 

Department of Commerce. I have served as a Public Utilities Administrator 4 

with the PUCO before being promoted to my current position. In each of 5 

these roles I have been responsible for various accounting and financial-6 

related tasks and responsibilities. 7 

 8 

5. Q. Have you testified in previous cases at the PUCO? 9 

A. Yes. 10 

 11 

6. Q. What was your responsibility in this case? 12 

A. I was the case team leader and oversaw Staff’s review of the Application. 13 

 14 

7. Q. What is the purpose of your testimony? 15 

A. The purpose of my testimony is to respond to the following objections to 16 

the as filed Staff Report:  17 

• The Dayton Power and Light Company d/b/a AES Ohio (AES Ohio 18 

or Company) objections 1 - 3, 12 – 18, and 26 - 32, 19 

• Ohio Consumers Counsel’s (OCC) objections 1, 2, 3 – 9, and 11 – 20 

14, 21 

• Ohio Partner for Affordable Energy’s (OPAE) objections 1 and 5, 22 
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• One Energy Enterprises LLC (One Energy) objections Rate Base 1 

and Operating Income 1 and 2 and Management and Operations 2 

Review 1 and 2, 3 

• Industrial Energy Users of Ohio’s (IEU) objection 1, 4 

• Ohio Energy Group (OEG) objection 2, 5 

• Ohio Manufacturers’ Association Energy Group (OMAEG) 6 

objections A, C, and F, 7 

• The Kroger Co. (Kroger) objections A and D, 8 

• Ohio Environmental Council’s (OEC) objections 1 and 2, 9 

• Direct Energy Business, LLC and Direct Energy Services, LLC 10 

(collectively, “Direct”) objections 1 11 

 12 

AES Ohio Objection 1 13 

8. Q. AES Ohio objects to the revenue requirement range of $306,600,385 to 14 

$312,150,118 recommended by Staff, arguing that Staff’s adjustments yield 15 

rates that are insufficient to provide AES Ohio just compensation and the 16 

opportunity to earn an adequate return and provide safe and reliable electric 17 

distribution service for its customers. Please respond. 18 

A. After reviewing all parties’ objections, Staff has made several corrections 19 

and updates resulting in a revenue increase range of $64,273,390 to 20 

$69,823,123 which Staff deems to be reasonable. See Exhibit A which is 21 
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the corrected Schedule A-1 and Exhibit B which is the corrected Schedule 1 

C-2. 2 

 3 

AES Ohio Objection 2 4 

9. Q. AES Ohio objects to the recommendation in the Staff Report to disallow 5 

AES Ohio's request for a working capital allowance. Please respond. 6 

A. Staff’s recommendation is to disallow the non-cash working capital balance 7 

because the Company did not request cash working capital. Staff notes that 8 

the Standard Filing Requirements require an allowance for cash working 9 

capital to be supported by a recent lead-lag study. Staff’s recommendation 10 

is based on the failure to request an allowance for cash working capital. It is 11 

not based on the Company’s failure to perform a lead-lag study. Staff’s 12 

recommendation is that working capital is a single allowance, consisting of 13 

multiple components, including cash working capital. Staff avers that by 14 

not requesting cash working capital, the Company’s requested allowance 15 

for working capital is fundamentally deficient, and does not accurately 16 

represent the working capital needs of the Company. The deficiency is due 17 

to the fact that cash working capital can be negative, and excluding it 18 

causes the allowance for working capital to be overstated. For example, in 19 

the Company’s previous rate case, the balance of cash working capital 20 

recommended in the Staff Report was ($4,005,313). 21 

 22 
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AES Ohio Objection 3 1 

10. Q. AES Ohio objects to the recommendation in the Staff Report to exclude 2 

from base rates all capitalized earnings-based incentive compensation as 3 

shareholders and not ratepayers should fund earnings-based incentives from 4 

the Commission's Opinion and Order going forward, arguing that the total 5 

amount of compensation that AES Ohio pays to its employees is consistent 6 

with market rates, the costs are necessary to provide service to customers 7 

and the bonuses provide incentives to AES Ohio's employees to provide 8 

excellent service at a low cost, which benefits customers. Please respond. 9 

A. AES Ohio’s shareholders and not its customers are the primary beneficiary 10 

when the Company meets financial targets resulting in profitability. Staff’s 11 

view is that it is not reasonable or fair for ratepayers to pay for capitalized 12 

financial incentives which only benefit the Company. Staff’s view is that 13 

while incentive compensation for reliability or safety targets is reasonable, 14 

it is not reasonable for financial metrics in which the utility is the primary 15 

beneficiary. 16 

 17 

AES Ohio Objection 12 18 

11. Q. AES Ohio objects to the recommendation in the Staff Report of an annual 19 

baseline of $17,500,000 for vegetation management expenses because the 20 

expected level of annual vegetation management expenses is $30,000,000. 21 

Please respond. 22 
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A. Staff avers a vegetation management expense baseline of $17.5 million to 1 

be prudent and reasonable. The recommended amount is higher than the 2 

current baseline of $15.7 million. Through the course of the Staff Report 3 

investigation, Staff’s view is that the Company did not support its claim 4 

that $30 million was necessary. 5 

 6 

AES Ohio Objection 13 7 

12. Q. AES Ohio objects to the recommendation in the Staff Report for the 8 

Company to continue deferral of its incremental vegetation management 9 

expenses in excess of $17,500,000, subject to a $5,000,000 annual cap 10 

because there should be no annual cap on the deferral of incremental 11 

vegetation management expense or, at a minimum, at a cap of no less than 12 

$12,500,000 annually. Please respond. 13 

A. Staff avers a $5 million cap on the deferral of incremental vegetation 14 

management expense to be prudent and reasonable. In fact, currently AES 15 

Ohio is authorized to defer $4.6 million in incremental vegetation 16 

management expense. 17 

 18 

AES Ohio Objection 14 19 

13. Q. AES Ohio objects to the recommendation in the Staff Report for AES Ohio 20 

to amortize its current regulatory asset relating to deferred vegetation 21 
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management expense over five years, arguing that a regulatory asset should 1 

be recovered over three years. Please respond. 2 

A. Staff finds a five-year amortization to be reasonable. The Company’s last 3 

three rate cases were filed in April of 1991 (Case No. 19-0418-EL-AIR), 4 

November of 2015 (Case No. 15-1830-EL-AIR), and the current case 5 

which was filed in November of 2020. Given the Company’s actual 6 

historical practices of filing rate cases, Staff avers that a five-year 7 

amortization period is reasonable. Additionally, Staff notes that any 8 

unamortized regulatory asset would remain on the Company’s books and be 9 

eligible for recovery in its next base rate case. However, if the amortization 10 

period is too short and the Company does not file for a new base rate case 11 

and have updated base rates by the conclusion of the amortization period, 12 

then the Company would over collect on that regulatory asset. For these 13 

reasons, Staff avers a five-year amortization period to be reasonable. 14 

 15 

AES Ohio Objection 15 16 

14. Q. AES Ohio objects to the recommendation in the Staff Report to adjust 17 

property tax expense because the Staff Report did not account for the 18 

historical average increase of 1.5 percent in such expense (WPC-3.10c). 19 

Please respond. 20 

A. Per Company witness Salatto, “AES Ohio's Application adjusts the average 21 

property tax rate by 1.5 percent (see Company 15 schedule WPC-3.10c) 22 
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reflecting a historical average increase over the last 5 years.”1 Staff uses the 1 

latest known property tax rate in order to calculate property tax expense and 2 

does not support an adder for inflation. 3 

 4 

AES Ohio Objection 16 5 

15. Q AES Ohio objects to the recommendation in the Staff Report to adjust 6 

federal and state income tax expense to reflect the flow-through effects of 7 

Staff's adjustments to test year revenue, expenses, and rate base. That 8 

recommendation is unreasonable and unlawful because of the flow-through 9 

effects of Staff's adjustments to test year revenue, expenses, and rate base 10 

set forth in AES Ohio’s Objections. Please respond. 11 

A. There is a corresponding effect on tax expense as test year revenues and 12 

rate base changes from amounts reported in the Staff Report. As noted 13 

within my testimony, there are Staff corrections to the as filed Staff Report 14 

that would appropriately result in the tax expense being updates. Please 15 

refer to Exhibit C which reflects the flow-through effects on income tax 16 

expenses. 17 

 18 

 19 

 20 

                                                            
1  Supplemental Direct Testimony of Frank J. Salatto page 2. 
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AES Ohio Objection 17 1 

16. Q. AES Ohio objects to the recommendation in the Staff Report for AES Ohio 2 

to amortize its current regulatory asset relating to a deficiency in deferred 3 

municipal income tax expense over five years because that regulatory asset 4 

should be amortized over three years. Please respond. 5 

A. Staff finds a five-year amortization to be reasonable. The Company’s last 6 

three rate cases were filed in April of 1991 (Case No. 19-0418-EL-AIR), 7 

November of 2015 (Case No. 15-1830-EL-AIR), and the current case 8 

which was filed in November of 2020. Given the Company’s actual 9 

historical practices of filing rate cases, Staff avers that a five-year 10 

amortization period is reasonable. Additionally, Staff notes that any 11 

unamortized regulatory asset would remain on the Company’s books and be 12 

eligible for recovery in its next base rate case. However, if the amortization 13 

period is too short and the Company does not file for a new base rate case 14 

and have updated base rates by the conclusion of the amortization period, 15 

then the Company would over collect on that regulatory asset. For these 16 

reasons, Staff avers a five-year amortization period to be reasonable. 17 

 18 

AES Ohio Objection 18 19 

17. Q AES Ohio objects to the recommendation in the Staff Report to remove 20 

$773,286 in labor and labor-related expenses associated with the Energy 21 

Efficiency Rider from the test year because it removes expenses that were 22 
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also removed on Staff Report, pp. 96, 97 (Schedule C-3.13, C-3.14). Please 1 

respond. 2 

A. Staff acknowledges that the Energy Efficiency labor was erroneously 3 

removed twice. See Exhibit D for the corrected C-3.5. 4 

 5 

AES Ohio Objection 26 6 

18. Q. AES Ohio objects to the recommendation in the Staff Report to reject 7 

Demand Side Management ("DSM") customer program expense in the test 8 

year. The recommendation is unreasonable and unlawful because those 9 

programs provide an overall net benefit to customers. Please respond. 10 

A. Staff avers the distribution rate case is not the appropriate vehicle to 11 

address DSM customer program expenses. 12 

 13 

AES Ohio Objection 27 14 

19. Q. AES Ohio objects to the recommendation in the Staff Report to reject a 15 

deferral for DSM customer program expense because the Staff Report did 16 

not consider setting a cap on program expenditures and establishing a 17 

regulatory liability account if annual expenditures fall below that cap. 18 

Please respond. 19 

A. Staff avers the distribution rate case is not the appropriate vehicle to 20 

address DSM customer program expenses and that the Company’s deferral 21 

request did not warrant approval as described in the Staff Report. 22 
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 1 

AES Ohio Objection 28 2 

20. Q. AES Ohio objects to the recommendation in the Staff Report to disallow 3 

certain test year expenses reflected in Schedule C-3.21 and C-3.27. That 4 

recommendation is unreasonable and unlawful because it includes 5 

duplicative adjustments for Miscellaneous Expense Adjustment and 6 

Mechanical Construction in the amount of $669,306.85. Please respond. 7 

A. Staff agrees with this objection and the corrections are shown on Exhibit F. 8 

 9 

AES Ohio Objection 29 10 

21. Q. AES Ohio objects to the recommendation in the Staff Report to disallow 11 

$1,384,139 of expenses for services that were performed before the test 12 

year because $916,283.55 of those expenses were properly accrued, and 13 

$467,855.29 of those expenses are offsetting expenses that occurred at the 14 

end of the test year that are not included in test year expenses because they 15 

were recorded on AES Ohio's books after the test year concluded. Please 16 

respond. 17 

A. The intent of a test year is to measure the cost of rendering utility service 18 

during that period of time, not months before nor months after. Costs are 19 

measured based on the period in which they are incurred, regardless of 20 

when the cash transaction takes place. As a result, even if the cash payment 21 

takes place during the test period, an expense incurred prior to the test year 22 
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does not measure the cost of rendering utility service during the test period. 1 

To highlight the flaw of measuring costs based on when the cash payment 2 

occurs, not when services are rendered, a utility could delay payment of 3 

invoices until the start of the test year, thereby increasing test year expenses 4 

since the cash payments took place during the test year. 5 

 6 

22. Q. Did AES Ohio provide Staff with sufficient data to support its claim that 7 

$916,283.55 in expenses was properly incurred during the test year?  8 

Staff’s recommendations are based on the expenses being incurred (i.e. 9 

when services are rendered) prior to the test year and the fact that the 10 

Company failed to demonstrate if and where all the accrued expenses were 11 

removed. While Company witness Donlon states in his supplemental 12 

testimony that “the expense was reversed out during the test year resulting 13 

in a zero-dollar impact to the test year,” the Company has not provided 14 

Staff with the data to support its claim that the reversals occurred.  15 

Mr. Donlon in his supplemental testimony states when asked if the 16 

company can provide an example to illustrate the accrued policy for 17 

expenses states: 18 

“Yes. We can take a specific vender like Mercer and the 19 

invoice Staff excluded due to the service being in completed 20 

in months prior to the start of the test year (Line Nos. 16486, 21 

16495, 32029, 32053, 35586, 36074 & 36133 Staff WPC-22 
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3.27a). These invoices equate to $110,512; three invoices are 1 

over $10,000 and the remaining are under $10,000. For this 2 

vender (Mercer) AES Ohio has recorded manual accruals 3 

monthly. The accruals are entered and then reversed in the 4 

prior month. Each month the Company reviews the service 5 

Mercer has provided and not yet billed and estimates the 6 

monthly accrual. As invoices are received and processed 7 

those services are removed from that month's accrual.”2 8 

However, the line numbers Mr. Donlon references in his supplemental 9 

testimony are associated with two vendors with similar names. Lines 16486 10 

and 16495 is associated with Mercer Landmark Inc. which in part sells fuel 11 

products. The remaining lines referenced is for expenses associated with 12 

Mercer, a company that in part provides professional services. It is unclear 13 

to Staff if the Company is suggesting that all of these expenses are for a 14 

“specific vender” and how the accrual process, as it relates to “Mercer,” is 15 

recorded on the Company’s books and records that would result in the 16 

expense being removed from the test year. 17 

Staff is unable to make perform an analysis to support the “Mercer” 18 

example provided by Mr. Donlon as the data he references in his 19 

supplemental testimony is different than the data provided to Staff during 20 

                                                            
2  See page seven of Patrick Donlon’s supplemental testimony. 
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its investigation. Mr. Donlon provides the following table in attempt to 1 

show the monthly accrual and reversals from January through June of 2020. 2 

 3 

 4 

However, there are multiple discrepancies between the data provided to 5 

Staff and the information in Mr. Donlon’s table. First, the columns tilted 6 

“Text” and “Document Header Text” are not included in the transactional 7 

data provided by the Company within DR 2 – Attachment 2. Further the 8 

“Text” field shown in Mr. Donlon’s testimony provides a description of 9 

“Accrue for Mercer Services Unvouchered Inv…” Again, Staff emphasizes 10 

that no data or description of this type has been provided to Staff. 11 

Additionally, June 2020, which is “6” of the posting period, has two values 12 

reported by Mr. Donlon in his supplemental testimony: $66,511.00 and 13 

($127,937.00). Both of these values are shown as Document Type “SA” 14 

and G/L Account: Long Text of “Prof Serv (Consulting) Exp-Oth-15 

Payroll/Benefit Adm”. Staff notes that the transactional data provided as 16 

part of DR 2 – Attachment 2 does not support this claim. In fact, there are 17 
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only two values with a Document Type of “SA” and G/L Account: Long 1 

Text of “Prof Serv (Consulting) Exp-Oth-Payroll/Benefit Adm”. But Staff 2 

notes those two values are $79,011.00 and ($136,270.33). 3 

Therefore, Staff is unable to verify that a majority of the out-of-period 4 

expense accruals have been reversed as the Company’s accounting data 5 

presented through Witness Donlon appears inconsistent with the 6 

representations made to Staff by the Company during the Staff’s 7 

investigation of this case. 8 

 9 

23. Q. Did AES Ohio provide sufficient data to support its claim that $467,855.29 10 

in expenses should be included in test year expenses, despite that the 11 

expenses occurred before the test year? 12 

A. The Company claims there are offsetting expenses that occurred at the end 13 

of the test year that are not included in test year expenses as they were 14 

recorded on AES Ohio's books after the test year concluded. Staff notes that 15 

the final nine months of the Company’s test year was based on forecasted 16 

amounts, not actuals. As a result, the offsetting entries would not 17 

automatically be reflected in the test year unless the Company’s forecasted 18 

amounts specifically accounted for these items. Although there may have 19 

been certain expenses that actually occurred before the end of the test year, 20 

but were not recorded until after the test year, Staff did not update the 21 

Company’s test year to actuals. Since Staff accepted the Company’s 22 
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forecasted amounts for O&M expenses, any offsetting entries would not be 1 

reflected in the test year itself. As a result, the potential for expenses to be 2 

excluded at the end of the test year is based solely on the theoretical 3 

possibility that Company’s forecasting methodology excluded certain 4 

offsetting expenses at the end of the test year. 5 

 6 

24. Q. Did AES Ohio’s forecasting methodology reflect the exclusion of expenses 7 

at the end of the test year?  8 

A. No. The Company’s responses to Staff data requests appear to confirm the 9 

forecast did not reflect exclusion of expenses at the end of the test year. 10 

Staff found several expense line items related to annual leases with a lease 11 

period of March 31, 2020 – April 1, 2021, which overlaps part of the test 12 

year. To confirm the same annual lease expense was not included twice in 13 

the test year, Staff asked the Company if the payments to renew these 14 

leases were included in the forecasted portion of the test year, to which the 15 

Company responded, “the forecast in the rate case is based on the 16 

assumption that we will continue to pay these leases.” Staff finds this 17 

response clearly shows the forecast was not adjusted or developed to ensure 18 

these expenses were excluded from the end of the test year.  19 

The fact that the Company’s forecast did not account for and offset 20 

predictable, periodic expenses such as the annual leases certainly raises 21 

significant doubt that the Company’s forecast accounted for and offset the 22 
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unpredictable, one-time expenses, which make up the bulk of Staff’s 1 

adjustments to pre-test year expenses. Staff avers the lack of evidence 2 

provided by the Company to support its claim relies simply on the 3 

theoretical possibility that expenses may have been excluded from the end 4 

of the test year, which is ultimately an inadequate justification to support 5 

the Company’s objection to Staff’s adjustments. Consequently, Staff stands 6 

by its recommendation. 7 

 8 

AES Ohio Objection 30 9 

25. Q. AES Ohio objects to the recommendation in the Staff Report to disallow 10 

expenses for attorneys for the rate case, ice for linemen, and cable and 11 

satellite expenses reflected in Schedule C-3.21 and C-3.27, arguing they 12 

were prudently incurred expenses necessary to maintain safe and reliable 13 

electricity. Please respond. 14 

A. Staff agrees in part. Staff acknowledges corrections are required for 15 

$23,013 associated with rate case expense and $2,592 associated with ice 16 

for linemen. Mr. Donlon states, the satellite service is used for control room 17 

phones, which is a requirement from PJM.” However, Staff reviewed all of 18 

the “cable and satellite” invoices which clearly showed the expense were 19 

for cable and satellite television and there was no indication the expense 20 

was associated with phones. See Exhibit F which shows the corrections. 21 

 22 



 

18 

AES Ohio Objection 31 1 

26. Q. AES Ohio objects to the recommendation in the Staff Report to eliminate 2 

its current regulatory asset relating to uncollectible expense. That 3 

recommendation is unreasonable and unlawful because the Commission 4 

granted the Company the authority to defer its uncollectible expense in 5 

Case Nos. 15-1830-EL-AIR, et al. Please respond 6 

A. Staff’s view is that the Company was not authorized a regulatory asset that 7 

would remain on the Company’s balance sheet indefinitely. Rather, Staff’s 8 

understanding is the authority sought and received by the Company was for 9 

typical over / under-collections required for true-up purposes. Company 10 

witness Parke testified in Case No. 15-1830-EL-AIR, "The actual expenses 11 

in these riders will vary from the amounts collected. Therefore, the 12 

Company needs authority to defer these variances and create a regulatory 13 

asset or liability to recognize the amounts due to or from customers." As 14 

noted in Mr. Parkes’ testimony, he refers to “riders” and “variances” which 15 

in Staff’s view clearly indicates the request was intended for true-up 16 

purposes. However, as a result of the Company voluntarily reverting back 17 

to ESP 1, AES Ohio no longer has the uncollectible rider. The Company 18 

wants to defer its prior years’ bad debt for recovery in this proceeding and 19 

Staff does not support such recovery. 20 

 21 

 22 
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AES Ohio Objection 32 1 

27. Q. AES Ohio objects to the recommendation in the Staff Report to eliminate 2 

its current regulatory asset relating to expense associated with the 3 

Compliance Audit of the Distribution Investment Rider (DIR). That 4 

recommendation is unreasonable and unlawful because that expense was 5 

incurred pursuant to the requirements of the Company's then-existing 6 

Standard Service Offer. 7 

A. The Staff Report in Case No. 15-1830-EL-RDR specifically states that the 8 

audit costs are to be recovered in the DIR rider. The stipulation and 9 

Commission Order in that case did not modify this requirement. When the 10 

Company voluntarily reverted to ESP 1, it lost its ability to recover the DIR 11 

audit costs. 12 

 13 

OCC Objection 1 14 

28. Q. The OCC objects as the Staff Report should have recommended 15 

enforcement of the distribution rate freeze (no rate increase) that AES Ohio 16 

agreed to as part of a settlement with OCC, the Staff, and others in its ESP 17 

1 case because ESP 1 is currently in effect, and the settlement requires a 18 

base distribution rate freeze for the duration of ESP 1. Please respond. 19 

A. This is a legal question before the Commission in this case. I am not an 20 

attorney and therefore do not have a legal opinion on this matter. 21 

 22 
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OCC Objection 2 1 

29. Q. As a result of OCC’s other objections (including OCC’s proposed changes 2 

to rate base, operating income, and rate of return), OCC argues the Staff 3 

Report’s recommended rate increase of $61,115,418 to $66,665,151 is too 4 

high for consumers and would result in consumers paying unjust and 5 

unreasonable rates under R.C. 4905.22, 4909.15, 4909.154, 4909.17, and 6 

4909.18. Please respond. 7 

A. After reviewing all parties’ objections, Staff has made several corrections 8 

and updates resulting in a revenue increase range of $64,273,390 to 9 

$69,823,123 which Staff deems to be reasonable. See Exhibit A which is 10 

the corrected Schedule A-1 and Exhibit B which is the corrected Schedule 11 

C-2. 12 

 13 

OCC Objection 4 14 

30. Q. OCC objects that the Staff Report did not recommend that capitalized 15 

incentive compensation be removed from Plant in Service, which will lead 16 

to higher rates charged to consumers. Please respond. 17 

A. Staff did recommend capitalized incentives be removed from plant-in-18 

service. In fact, on page 10 of the Staff Report, Staff recommended “…that 19 

starting with the Commission’s Opinion and Order in this case and going 20 

forward, the Company exclude from base rates all capitalized earnings-21 

based incentive compensation as shareholders and not ratepayers should 22 
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fund earnings-based incentives.” Staff did not, however, recommend 1 

recorded capitalized earnings-based incentives as of date certain to be 2 

adjusted out of rate base. Staff recognized that it did not make the 3 

recommendation to remove capitalized financial incentives in Case No. 15-4 

1830-EL-AIR and from recent experience with other utilities that have 5 

stipulated in base rate case proceedings, Staff avers that it was prudent and 6 

reasonable to recommend the incentives be removed on a going forward 7 

basis. 8 

 9 

OCC Objection 5 10 

31. Q. OCC objects that the Staff Report did not make a plant-in-service 11 

adjustment to exclude $16.8 million in improper capitalized storm costs. 12 

Please respond. 13 

A. Staff performed an extensive plant-in-service review that included 14 

examination of financial transactions and physical inspections. In his 15 

testimony, OCC witness Willis recommends removing operation and 16 

maintenance expenses, cash bonuses, meals, picnics, and parties. Staff in its 17 

investigation found no such of evidence of these types of expenses being 18 

capitalized. Staff would support exclusion of such expense should they 19 

have occurred and were capitalized and included in base rates. 20 

 21 

 22 
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OCC Objection 6 1 

32. Q. OCC objects that the Staff Report erred by not recommending depreciation 2 

reserve adjustments based on OCC’s recommended storm cost and 3 

capitalized incentive adjustments. Please respond. 4 

A. Staff recognizes that any adjustments to plant-in-service would result in a 5 

corresponding adjustment to the depreciation reserve. To the extent there 6 

are any plant-in-service adjustments, Staff would recommend a 7 

corresponding depreciation reserve adjustment. 8 

 9 

OCC Objection 7 10 

33. Q. OCC objects that the Staff Report erred by only recommending that 11 

$14,534 associated with dues and memberships be removed from test year 12 

expenses, arguing that at least $241,572 should be removed from test year 13 

O&M expenses. Please respond. 14 

A. Staff recommended the expenses associated with dues and memberships 15 

that are not pertinent to the Company’s provision of electric distribution 16 

service to be removed from test year expenses. Staff determined the 17 

remaining dues and membership expenses that remained in the test year 18 

expenses were related to the provision of distribution service and 19 

appropriate for recovery. 20 

 21 

 22 
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OCC Objection 8 1 

34. Q. OCC objects that the Staff Report did not recommend depreciation expense 2 

adjustments based on OCC’s recommended storm cost and capitalized 3 

incentive adjustments. Please respond. 4 

A. Staff recognizes that any adjustments to plant-in-service would result in a 5 

corresponding adjustment to the depreciation reserve. To the extent there 6 

are any plant-in-service adjustments, Staff would recommend a 7 

corresponding depreciation reserve adjustment. 8 

 9 

OCC Objection 9 10 

35. Q. OCC reserves the right to object to charges to consumers for AES Ohio’s 11 

rate case expenses, which will be provided as a late-filed exhibit. 12 

A. Staff takes no position on this objection. 13 

 14 

OCC Objection 11 15 

36. Q. OCC objects that the Staff Report did not make an adjustment to the 16 

unadjusted test year expenses to remove $952,488 in travel and 17 

entertainment savings arising from the coronavirus pandemic. Please 18 

respond. 19 

A. The Company has deferred the cost and savings associated the coronavirus. 20 

During the course of its review, Staff verified that test year expenses were 21 

not associated with COVID-19. At the time the Company seeks to recover 22 
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its COVID-19 costs, Staff will perform and audit to ensure all costs are 1 

prudent and savings are accounted for. 2 

 3 

OCC Objection 12 4 

37. Q. OCC objects that the Staff Report recommends a $1.8 million increase in 5 

the baseline expense for vegetation management without any analysis or 6 

support and without any requirement for AES Ohio to improve reliability. 7 

Please respond. 8 

A. Staff’s recommendation to increase the vegetation management baseline by 9 

$1.8 million was based on analysis to improve reliability. Staff avers the 10 

recommended baseline to be prudent and reasonable. 11 

 12 

OCC Objection 13 13 

38. Q. OCC objects to the Staff Report recommendation that consumers pay $2.75 14 

million per year for AES Ohio’s deferred vegetation management expenses. 15 

Please respond. 16 

A. The deferred vegetation management expenses were appropriately deferred 17 

and Staff’s audit deemed the expenses to be prudent. Staff did not accept 18 

the Company’s proposal to amortize the expenses over three years, rather 19 

recommending a five-year amortization period. Staff’s view is the 20 

amortization of the deferred vegetation management expenses to be 21 

reasonable.  22 
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 1 

OCC Objection 14 2 

39. Q. OCC objects to the Staff Report recommendation that AES Ohio be 3 

allowed to defer up to $5 million in vegetation management expenses, 4 

which could be charged to consumers later. Please respond. 5 

A. Staff recommended that up to $5 million can continue to be deferred. 6 

Staff’s view is the deferral is prudent and reasonable. 7 

 8 

OPAE Objection 1 9 

40. Q. OPAE objects to the Staff Report recommendation that AES Ohio’s 10 

revenue increase be between the range of $61,115,418 and $66,665,151 (a 11 

range of 25 percent to 27 percent increase in base rate revenues). Please 12 

respond. 13 

A. After reviewing all parties’ objections, Staff has made several corrections 14 

and updates resulting in a revenue increase range of $64,273,390 to 15 

$69,823,123 which Staff deems to be reasonable. See Exhibit A which is 16 

the corrected Schedule A-1 and Exhibit B which is the corrected Schedule 17 

C-2. 18 

 19 

OPAE Objection 5 20 

41. Q. OPAE objects that the Staff Report did not endorse the DSM programs 21 

proposed by AES Ohio. Please respond. 22 
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A. Staff believes the distribution rate case is not the appropriate vehicle to 1 

address DSM customer program expenses. 2 

 3 

One Energy Rate Base and Operating Income Objection 1  4 

42. Q. One Energy objects that the Staff Report should have recommended the 5 

rejection of AES Ohio’s application in full, arguing that the application in 6 

this case is materially insufficient and violates Ohio energy policy. Please 7 

respond. 8 

A. Staff found the Company’s application to be compliant with the Standard 9 

Filing Requirements, sufficient, and not in violation of Ohio’s energy 10 

policy. Therefore, Staff does not agree with this objection. 11 

 12 

One Energy Rate Base and Operating Income Objection 2 13 

43. Q. One Energy objects to the Staff’s failure to challenge the entirety of AES 14 

Ohio’s books and records Staff should require evidence that AES Ohio’s 15 

financial auditor was notified of these errors, and that said auditor 16 

investigated and sufficiently tested all related events and ultimately 17 

reissued or reaffirmed their GAAP audited financials. Please respond. 18 

A. Staff performed an extensive audit on the Company’s operating income and 19 

rate base and made numerous adjustments. It should be noted that the 20 

adjustments pertain to rate making principles, which is not the equivalent of 21 

a financial statement audit which is conducted by a registered public 22 
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accounting firm to form an opinion on whether the financial statements 1 

taken as a whole are free of material misstatement. 2 

 3 

One Energy Management and Operation Review Objection 1 4 

44. Q. One Energy objects that Staff did not review salary gender and race parity, 5 

such as whether the Company has a wage gap based on gender (or race). 6 

One Energy proposes that the Commission should adjust downward 7 

DP&L’s rate of return as a challenge to do better and continue to prioritize 8 

its diversity, equity and inclusion efforts. Please respond. 9 

A. Staff did not perform an analysis regarding salary gender and race parity. 10 

Staff has reviewed the application and issued comments and 11 

recommendations on the two main components of a rate case: (1) 12 

determination of the revenue requirement and (2) determination of the rate 13 

structure. 14 

 15 

One Energy Management and Operation Review Objection 2 16 

45. Q. One Energy objects to the Staff’s failure to examine or even mention the 17 

COVID-19 pandemic. The AES Corporation’s FY 2020 10-K report filed 18 

with the SEC states as follows: “In response to the COVID-19 pandemic, 19 

we implemented significant changes that we determined were in the best 20 

interest of our employees, as well as the communities in which we operate.” 21 

Yet, the Staff Report only uses the word “covid” twice despite the fact that 22 
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it may be the single most consequential disruption that businesses have 1 

experienced in the past century, and has resulted in “significant changes” to 2 

AES Ohio’s operations. Staff should have thoroughly investigated these 3 

“significant changes” as part of this rate case, even if only to affirm that 4 

they are reasonable. Further, COVID-related costs should be thoroughly 5 

examined in the context of this rate proceeding to ensure that none are 6 

included in test year expenses. Please respond. 7 

A. The Company has deferred the costs and savings associated with the 8 

COVID-19 pandemic. During the course of its review, Staff verified that 9 

test year expenses were not associated with COVID-19. At the time the 10 

Company seeks to recover its COVID-19 costs, Staff will perform an audit 11 

to ensure all costs are prudent and savings are accounted for. 12 

 13 

IEU-Ohio Objection 1 14 

46. Q. IEU-Ohio objects to the revenue requirement as the range of Staff’s 15 

recommended revenue increase as set out in Schedule A-1 of the Staff 16 

Report, is unjust, unreasonable, and not in accordance with Ohio law or 17 

proper ratemaking practices. IEU-Ohio recommends a lower revenue 18 

requirement increase based on the objections to Staff’s proposed rate of 19 

return. Please respond. 20 

A. After reviewing all parties’ objections, Staff has made several corrections 21 

and updates resulting in a revenue increase range of $64,273,390 to 22 
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$69,823,123 which Staff deems to be reasonable. See Exhibit A which is 1 

the corrected Schedule A-1 and Exhibit B which is the corrected Schedule 2 

C-2. 3 

 4 

OEG Objection 2 5 

47. Q. OEG objects to the Staff Report to the extent that it does not address 6 

whether the base rate freeze agreed to by AES Ohio in its ESP 1 prevents 7 

AES Ohio from increasing rates for as long as ESP 1 remains in effect. 8 

Please respond. 9 

A. This is a legal question before the Commission in this case. I am not an 10 

attorney and therefore do not have a legal opinion on this matter.  11 

 12 

OMAEG Objection A 13 

48. Q. OMAEG objects to the Staff Report’s recommended revenue requirement. 14 

Please respond. 15 

A. After reviewing all parties’ objections, Staff has made several corrections 16 

and updates resulting in a revenue increase range of $64,273,390 to 17 

$69,823,123 which Staff deems to be reasonable. See Exhibit A which is 18 

the corrected Schedule A-1 and Exhibit B which is the corrected Schedule 19 

C-2. 20 

 21 

 22 
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OMAEG Objection C 1 

49. Q. OMAEG objects to the Staff Report’s failure to recognize issues Associated 2 

with the COVID-19 pandemic that occurred during the test Year. Please 3 

respond. 4 

A. The Company has deferred the costs and savings associated with the 5 

COVID-19 pandemic. During the course of its review, Staff verified that 6 

test year expenses were not associated with COVID-19. At the time the 7 

Company seeks to recover its COVID-19 costs, Staff will perform an audit 8 

to ensure all costs are prudent and savings are accounted for. 9 

 10 

OMAEG Objection F 11 

50. Q. OMAEG objects to the Staff Report’s failure to address issues associated 12 

with the interplay between the rate case and ESP I. 13 

A. This is a legal question before the Commission in this case. I am not an 14 

attorney, and therefore do not have a legal opinion on this matter. 15 

 16 

Kroger Objection A 17 

51. Q. Kroger objects to the Staff Report to the extent it fails to address whether 18 

the rate freeze from the ESP 1 settlement is in effect. 19 

A. This is a legal question before the Commission in this case. I am not an 20 

attorney, and therefore do not have a legal opinion on this matter. 21 

 22 
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Kroger Objection D 1 

52. Q. Kroger objects to the Staff Report’s failure to recognize COVID-19 2 

pandemic issues. Please respond. 3 

A. The Company has deferred the costs and savings associated the COVID-19 4 

pandemic. During the course of its review, Staff verified that test year 5 

expenses were not associated with COVID-19. At the time the Company 6 

seeks to recover its COVID-19 costs, Staff will perform an audit to ensure 7 

all costs are prudent and savings are accounted for. 8 

 9 

OEC Objection 1 10 

53. Q. OEC objects as the Staff Report unreasonably rejects, with no rationale, 11 

AES Ohio’s proposed DSM programs. Please respond. 12 

A. Staff avers the distribution rate case is not the appropriate vehicle to 13 

address DSM customer program expenses. 14 

 15 

OEC Objection 2 16 

54. Q. OEC objects as the Staff Report fails to recognize the benefits of energy 17 

efficiency for Ohioans by failing to support expansion of the DSM Plan. 18 

Please respond 19 

A. Staff avers the distribution rate case is not the appropriate vehicle to 20 

address DSM customer program expenses. 21 

 22 
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Direct Objection 1 1 

55. Q. Direct objects to Staff’s recommended revenue requirement (Schedule A-1) 2 

based on any flow-through effect of Direct’s Objections 2 through 5. 3 

A. After reviewing all parties’ objections, Staff has made several corrections 4 

and updates resulting in a revenue increase range of $64,273,390 to 5 

$69,823,123 which Staff deems to be reasonable. See Exhibit A which is 6 

the corrected Schedule A-1 and Exhibit B which is the corrected Schedule 7 

C-2. 8 
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