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AND OHIO ENVIRONMENTAL COUNCIL
I. 
INTRODUCTION

On November 18, 2010, Columbus Southern Power (“CSP”) and Ohio Power Company (“OP”) (collectively, “AEP” or “Companies”) filed in these proceedings a Motion proposing an extension of the collection of lost revenue from customers through December 31, 2011, or until the Public Utilities Commission of Ohio (“PUCO” or “Commission”) approves a new program “to measure the recovery of net lost revenue resulting from the implementation” of energy efficiency and peak demand reduction programs.
  AEP stated that the new mechanism would be proposed in either the next Standard Service Offer (“SSO”) filing or in its next distribution rate case to be filed in the first half of 2011.


The Office of the Ohio Consumers’ Counsel (“OCC”), the Natural Resources Defense Council (“NRDC”), The Sierra Club of Ohio (“Sierra Club”) and Ohio Environmental Council (“OEC”) file this Memorandum Contra for the limited purpose of opposing the Companies’ proposal to file the new mechanism as part of AEP’s next SSO case.  As explained in this Memorandum Contra, the anticipated distribution rate case is the appropriate forum for examining costs and revenue in detail. 

OCC, NRDC, Sierra Club and OEC support the extension of the current revenue collection mechanism, consistent with the Stipulation and Recommendation (“Stipulation”) filed in these cases on November 12, 2009.
  Further, we support the Companies’ recommendation that a dialogue with PUCO staff and “willing stakeholders” on a decoupling mechanism should be employed.
  To further define the structure of this dialogue, we recommend an independently facilitated collaborative process with PUCO Staff and other stakeholders – similar to AEP’s currently operating, independently facilitated, energy efficiency collaborative – to discuss the decoupling mechanism along with other consumer issues as appropriate, in advance of a distribution rate case filing.  In addition, this process should be a part of the Companies’ next distribution rate case rather than a part of the next SSO, for the reasons presented in this Memorandum Contra.
II.
ARGUMENT

A. 
The PUCO Order Indicated That a Distribution Rate Case Is the Appropriate Forum for Examining Cost Issues.


On November 12, 2009, AEP filed a Stipulation in these proceedings.  Signatory parties, including OCC, NRDC, Sierra Club and OEC, agreed that AEP could collect from customers three vintage years of lost distribution revenues resulting from energy efficiency programs for the years 2009 through 2011, until the Companies file a distribution rate case or the Commission approves a distribution revenue decoupling application.
  

In its May 13, 2010 Opinion and Order (“O&O”), the Commission modified and approved the lost revenue portion of the Stipulation to allow the Companies to temporarily collect lost distribution revenue through January 1, 2011.  In the O&O, the Commission recognized the uncertainty regarding the Companies’ cost of service:

The record fails to establish what revenue is necessary to provide AEP-Ohio with the opportunity to recover its costs and to earn a fair and reasonable return. Without this information, the Commission cannot determine whether the Signatory Parties’ proposal included in Section F of the Stipulation is reasonable.  Given that CSP’s last distribution rate case occurred in 1991 and OP’s last distribution rate case occurred in 1994, AEP-Ohio’s actual costs of service are unknown at this time.

Due to the uncertainty, the Commission encouraged the Companies to propose a mechanism that addressed these concerns:

[AEP shall] propose a mechanism to answer the Commission’s concern regarding quantification of fixed costs, as well as a mechanism to achieve revenue decoupling, which may include, but is not limited to, the method proposed in this filing: lost distribution revenue recovery, a decoupling rider, or any other method which reduces or eliminates the link between sales volume and recovery of fixed distribution costs.  If AEP-Ohio proposes a reasonable mechanism, the Commission will consider a request to extend the recovery period while the mechanism is considered.

Thus, the PUCO order, by noting that the last distribution rate case of each AEP company was in the 1990s, indicated that a distribution rate case is the best forum to consider a decoupling mechanism. 

Therefore, the PUCO should order the Companies to make this mechanism a part of their next distribution rate case, which will allow costs to be examined in greater detail.  An SSO will not facilitate a thorough review. 

 B. 
The Commission Should Approve the Requested Extension with Changes to Address the Commission’s Stated Concerns on the Quantification of Fixed Costs, and to Allow the Companies to Gain Input from Stakeholders.
As discussed above, the Commission did not allow AEP to collect lost distribution revenues from customers for the period of time agreed to in the Stipulation because the Companies’ actual cost of service was “unknown.”  Only a distribution rate case, where the Companies’ costs and revenues will be examined in detail, the certainty the Commission has requested regarding the fixed costs of service.  No other proceeding can effectively provide this certainty to the Commission or to other interested parties. 

The Commission should only allow the requested extension if the PUCO orders the Companies to request decoupling in a distribution rate case.  Given the length of time since the Companies’ last distribution rate cases, an electric security plan filed before a distribution rate case cannot “establish what revenue is necessary to provide AEP-Ohio with the opportunity to recover its costs and to earn a fair and reasonable return”
 or “answer the Commission's concern regarding quantification of fixed costs.”
  Nor is it likely to provide interested parties the time needed to discuss the various options available to address the Commission’s concerns through a collaborative process.


The Companies state that the requested delay will allow them “to develop an appropriate decoupling proposal incorporating input already gathered and offered going forward from Commission Staff and other stakeholders.”
  The Commission should encourage or require the Companies to formalize this process of “incorporating input” by launching an independently facilitated process to address the decoupling mechanism, along with other topics parties are interested in collaborating on prior to the distribute rate case filing.

III. 
CONCLUSION

The Commission should approve the Companies’ requested extension of the collection of lost revenue from customers only if two changes are made: (1) the Company should be required to file for decoupling only in a distribution rate case, to address the Commission’s concerns about the quantification of fixed costs; and (2) the Company should be encouraged or required to implement an independently facilitated collaborative process to influence the decoupling filing and other important issues in the forthcoming distribution rate case, as AEP has shown interest in gaining stakeholder input. 
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� Motion (November 18, 2010) at 6.


� Id. at 1.


� OCC, NRDC, Sierra Club and OEC supported the revenue recovery as signatories to the Stipulation.  The Commission amended the Stipulation in its May 13, 2010 Opinion and Order, decreasing the number of years AEP was allowed to recover lost revenues, which created the subject of the current proceeding.


� Id. at 5.


� Stipulation at 9.


� O&O at 26.


� Id.  Although the O&O requires AEP to actually file a reasonable mechanism for the Commission to consider any request to extend the recovery period, OCC, NRDC, Sierra Club and OEC support AEP’s request to file this mechanism in its anticipated distribution rate case (expected mid-2011), given the recommendations in this Memorandum Contra are accepted regarding a collaborative process.


� Stipulation at 9.


� Id.


� Motion at 5.
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