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I.
INTRODUCTION

On August 10, 2012, the Dayton Power and Light Company (“Applicant,” “DP&L” or “Company”) filed its Application for approval to defer certain Operation and Maintenance (“O&M”) expenses it claims are associated with the storms that occurred between June 29, 2012 and July 1, 2012.
   On October 19, 2012 the Company amended its Application to request the deferral of the full costs instead of the difference between the costs incurred and the three-year average service restoration O&M expense associated with non-major events that the Company originally requested.
  Approval of the Company’s Application would permit the Company to seek to increase future rates paid by the Company’s 455,000 residential utility customers, by an undisclosed amount.  

The Office of Ohio Consumers’ Counsel (“OCC”) is the state agency that represents Ohio’s residential utility customers.  The Public Utilities Commission of Ohio (“Commission” or “PUCO”) should not grant the Application, as framed, with its lack of information regarding the dollar amounts for deferral or recovery that will be presented for the Commission’s consideration.  Accordingly, the Commission should reject DP&L’s request to apply a carrying cost of 5.86% on the unrecovered deferral balance until fully recovered.
  Furthermore, if a deferral is authorized, it should be reduced by the three-year average service restoration O&M expenses associated with major storms.
II.
COMMENTS

First, the Commission should reject DP&L’s Application because it has not provided any detailed information of DP&L’s storm damage expense.  In the current Application, the Company has merely provided a generalized and non-specific description of the number of individuals deployed to restore service, the number of distribution poles, transmission poles, and distribution transformers replaced, substations damaged, and the amount of breaker operations and circuits that were locked out.
  The Company failed to provide the estimated or actual expenses or a detailed accounting and records supporting the expenses it seeks to defer for potential future recovery.


Second, if the Commission grants the deferral, then the amount of storm costs to be deferred by DP&L should be reduced by the three-year average service restoration O&M expenses associated with major storms ($3,704, 352).
  Such treatment is consistent with Commission precedent regarding deferrals of O&M costs associated with destructive storms.  Specifically, in a case where DP&L sought to defer O&M expenses associated with restoring electric service after the Hurricane Ike wind storm, DP&L was only permitted to defer the amount that exceeded the three-year average service restoration O&M expenses associated with major storms.
  Accordingly, any storm costs that DP&L is authorized to defer in this case should be reduced by $3,704,352.
  


Third, the Commission should reject DP&L’s request to apply a carrying cost of 5.86% on the unrecovered deferral balance until fully recovered.
  In the last case where the DP&L sought to defer storm costs, the Company requested (and the Commission authorized) a carrying charge based on the Company’s actual cost of debt indicated in its then-pending ESP application.  Specifically, in PUCO Case No. 08-1332-EL-AAM, the Company sought authorization to apply a carrying charge, “based on its actual cost of debt of 5.86% as filed” in the Company’s ESP proceeding, on any “unrecovered deferral balance and defer such carrying charge for future recovery.”
  

In that case, OCC argued that since the Commission had yet to rule on the disposition of the Company’s ESP proceeding, it seemed premature and unreasonable to authorize a carrying charge rate based on the Company’s ESP-proposed actual cost of debt.
  The PUCO rejected OCC’s concerns and approved the deferral as requested, with a carrying charge of 5.86% that reflected the Company’s actual cost of debt in its then-pending ESP application.  

In this case, rather than asking for the actual cost of debt, as filed in its pending ESP, the Company has switched positions and is now asking for a carrying cost “based on its cost of debt of 5.86% as approved in DP&L’s last Electric Security Plan (“ESP”), Case No. 08-1094-EL-SSO, et al.”
  However, as illustrated in its pending ESP application, DP&L’s current cost of debt, as of June 30, 2012, was 4.943%.
  Based on Commission precedent of authorizing a carrying charge based on a Company’s actual cost of debt—if a carrying charge is authorized—the carrying charge should be DP&L’s actual cost of debt of 4.943% instead of the requested 5.86%.

Finally, the Commission should reject DP&L’s request to apply a carrying cost on the unrecovered deferral balance until fully recovered.
  If a carrying charge is authorized, then it should only be permitted to be applied to any unamortized balance for no more than twelve (12) months.  

As previously discussed, in Case No. 08-1332-EL-AAM, DP&L was authorized to defer the amount by which “Hurricane Ike-related service restoration expenses and other 2008 storms experienced in 2008 exceeds the three-year average service restoration O&M expenses associated with major storms.”
  According to the Company’s response to OCC Interrogatory No. 6 (in the current Case 12-2281), DP&L has not yet sought recovery of these deferred costs.  As of August 2012, the total amount of the costs deferred since 2008 total $18,648,901 ($14,995,060 deferrals + $3,653,841 carrying costs).

Limiting the amount of time that an electric distribution utility can accrue a carrying charge on the unamortized deferred cost balances will help reduce the total amount of costs that customers have to pay in future rates.  In the case of Hurricane Ike-related storm costs, DP&L’s customers may have to pay almost $4 million dollars in carrying costs because of DP&L’s delay in seeking recovery of costs.  The Commission should now prevent the same circumstance and limit the accrual of carrying charges (on unamortized deferral balances) to no more than 12 months.  

IV.
CONCLUSION

The Commission should reject DP&L’s deferral request because the utility has not provided any detailed information of the storm damage expense its seeks to defer for future recovery from customers.  If the Commission grants the deferral, then the amount of storm costs to be deferred by DP&L should be reduced by the three-year average service restoration O&M expenses associated with major storms--$3,704,352.  If a carrying charge is authorized, then it should be no more than 4.943% and that carrying charge should only be permitted to be applied to any unamortized balance for no more than twelve (12) months. 
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