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1 I. INTRODUCTION 

2 

3 QL PLEASE STA TE YOUR NAME, ADDRESS AND POSITION, 

4 Al. My name is Michael Haugh. My business address is 10 West Broad Street, Suite 

5 1800, Columbus, Ohio 43215-3485. I am employed by the Office of tiie Ohio 

6 Consumers' Counsel ("OCC" or "Consumers' Counsel") as a Senior Regulatory 

7 Analyst. 

s 

9 Q2, WHAT IS YOUR EDUCATIONAL BACKGROUND? 

10 A2. I received a Bachelor of Science Degree in Business Administration with a 

11 specialization in Finance fi-om The Ohio State University. I have also attended 

12 the Instimte of Public Utilities Advanced Regulatory Studies Program at 

13 Michigan State University. 

14 

15 Q3, PLEASE SUMMARIZE YOUR WORK EXPERIENCE, 

16 A3, I have over 10 years of experience in the energy industry. This experience 

17 includes three years with Enron Energy Services as a Natural Gas Trading 

18 Analyst; five years with AEP Energy Services working in natural gas risk 

19 management, generation optimization and energy trading and one year with 

20 MidAmerican Energy as a Senior Product Manager. I joined the OCC in October 

21 of 2004. Currently, my primary area of responsibility is regulatory poticy -

22 focusing on retail and wholesale energy market development. 



1 Q4, HAVE YOU PREVIOUSLY SUBMITTED TESTIMONY IN UTILITY CASES 

2 BEFORE REGULA TORY COMMISSIONS? 

3 A4, I filed testimony in Monongahela Power Company, Case No. 04-1047-EL-ATA 

4 before die Public Utilities Commission of Ohio ("PUCO" or "Commission"). I 

5 pre-filed testimony and testified in the following cases before the PUCO: 

6 American Electric Power Company^ Case No. 05-376-EL-UNC; 

7 Dayton Power & Light Company, Case No. 05-276-EL-AIR; 

8 Dominion East Ohio Company, Case No. 05-474-GA-ATA; 

9 Dominion East Ohio Company, CaseNo. 05-219-GA-GCR; and 

10 Columbia Gas of Ohio, Case No. 05-221-GA-GCR. 

11 

12 Q5. WHAT DOCUMENTS HAVE YOU REVIEWED IN THE PREPARATION OF 

13 YOUR TESTIMONY? 

14 AS, From the current cases I have reviewed the Applications filed by Duke Energy 

15 Ohio, Inc. ("Company" or "DE-Ohio" in this testimony, which includes its 

16 predecessor the Cincinnati Gas and Eiectric Company), the Company's responses 

17 to discovery by the OCC and testimony filed by DE-Ohio. I have also reviewed 

18 the Commission-ordered Financial and Management Performance Audits ("Audit 

19 Report") of the System Reliability Tracker ("SRT") of DE-Ohio conducted by 

20 Energy Ventures Analysis, Inc. and Larkin & Associates PLLC ("Auditors"). I 

21 also reviewed relevant documents fi-om other DE-Ohio cases, including but not 

22 limited to PUCO Case No. 03-93-EL-ATA and tiie cases consolidated with tiiat 

23 case (referred to collectively as "Case No. 03-93-EL-ATA"). 



1 Q6, WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS 

2 PROCEEDING? 

3 A6, The purpose of my testimony is to address the Apphcations made by DE-Ohio to 

4 mcrease its Annually Adjusted Component ("AAC") and to adjust its SRT for 

5 2007. In regard to the AAC, I offer recommendations regarding the 

6 Commission's treatment of the AAC and how Construction Work in Progress 

7 ("CWIP") should be handled. I also address the Company's Application to 

8 collect from customers, via the SRT, costs for capacity firom the former Duke 

9 Energy North America LLC ("DENA") generating assets that are now owned by 

10 DE-Ohio. Finally, I will discuss a bill format issue tiiat involves both the AAC 

11 and SRT. My testimony does not address the issue of the appropriateness of the 

12 approach taken by DE-Ohio regarding assembly of a standard service offer using 

13 a variety of components such as the AAC and SRT. That issue is addressed by 

14 OCC witness Talbot in his testimony. 

15 

16 Q7, WHAT ARE YOUR RECOMMENDATIONS IN THIS PROCEEDING? 

17 A7, I recommend that the 2007 and 2008 AAC should be audited in a similar fashion 

18 to DE-Ohio's System Reliability Tracker ("SRT") and Fuel and Purchased Power 

19 ("FPP") riders. I also recommend that a retum on CWIP should be excluded 

20 from the revenue that DE-Ohio seeks to obtain through the AAC. In addition, I 

21 concur with the Auditor's recommendation that charges related to DENA assets 

22 should not be collected from customers in DE-Ohio's SRT. Finally, because the 



1 AAC and SRT charges are for generation-related costs, I recommend that those 

2 riders be placed in the "Generation Charge" portion of customers' bills. 

3 

4 II. PROPOSED AAC CHARGES 

5 

6 Q8, WHA T COSTS ARE INCLUDED IN THE AA C? 

1 A8, In Attachment 1 to the Company's Application for Rehearing in Case No. 03-93-

8 EL-UNC, the AAC is defined as a component "to recover costs associated with 

9 homeland security, taxes, and environmental compliance". The AAC was 

10 originally set for non-residential customers at 4% of httle g in 2005 and 8% of 

11 httle g in 2006 while residential customers were charge 6% of little g in 2006. 

12 Little g is the unbundled generation rate after removing fiiel and purchased power 

13 and stranded costs. 

14 

15 Q9. WHAT MECHANISM IS IN PLACE TO ALLOW THE COMPANYTO 

16 INCREASE THE AAC? 

17 A9, The Commission stated in its September 29, 2004 Opinion and Order in Case No. 

18 03-93-EL-UNC that the Company may apply for Commission approval to 

19 increase the rider annually. 



1 QIO, WHAT IS THE COMPANY'S PROPOSAL FOR THE 2007 AAC CHARGES? 

2 AlO, The Company is looking to collect $73,818,962 from the AAC. (Wathen Direct 

3 testimony at page 10) This equates to a charge equal to 9.1% of little g. (Wathen 

4 Direct testimony at page 11) 

5 

6 III. AUDITS OF CURRENT AND FUTURE AAC CALCULATIONS 

7 

8 QIL ARE THE CURRENT AAC CHARGES SUBJECT TO A REVIEW 

9 THROUGH A COMMISSION ORDERED AUDIT? 

10 Al l , To my knowledge, there has not been any Commission order or entry requiring 

11 audits of current or any future AAC filings. However, the November 23, 2004 

12 Entry on Rehearing in PUCO Case No. 03-93~EL-ATA (page 10) stated tiiat, "in 

13 the context of its audits," the Commission "will continue to consider the 

14 reasonableness of expenditures" in areas concerning the Company's riders. 

15 

16 Q12, DO YOU HAVE AN OPINION REGARDING WHETHER A COMMISSION 

17 ORDERED AUDIT WOULD BE BENEFICIAL? 

18 A12, Yes. Similar audits conducted most recently in the SRT and FPP cases, along 

19 with Management Performance audits in the natural gas industry, are very helpfiil 

20 in locating errors and in identifying issues related to the calculation of charges. 

21 DE-Ohio has many riders and trackers that resulted from Case No. 03-93-EL-

22 ATA, and the Commission should have audit information available to provide 

23 accountability and assurance that charges are reasonable and have been 



1 determined in a maimer consistent witii the Commission's Order if these charges 

2 continue in the future. I believe an audit of the charges associated with the AAC 

3 rider is the only way the PUCO would be able to conclude whether the proposed 

4 AAC charge is reasonable and was calculated as ordered. The audit of the AAC 

5 should be included witii tiie audit of tiie 2007 and 2008 SRT and FPP riders if 

6 those charges continue in the fiiture. 

7 

8 IV. RETURN ON CONSTRUCTION WORK IN PROGRESS CALCULATION 

9 

10 Q13, DO YOU HA VE CONCERNS REGARDING THE MANNER IN WHICH THE 

11 COMPANY HAS DE VELOPED ITS AA C RIDER IN THESE CASES? 

12 A13, Yes. I do not agree that the Company's inclusion of a retum on CWIP results in a 

13 reasonable AAC charge. The Company's charges are not appropriate for a 

14 deregulated generation environment. Even a revenue requirement determined in 

15 Ohio through a traditional regulatory cost calculation would require that any 

16 CWIP be at least 75% complete before the PUCO would consider allowing a 

17 retum on CWIP. The Company testimony does not demonstrate that the CWIP 

18 portion of the "environmental compliance net plant" is or will be at least 75% 

19 complete (or any otiier percentage) during the time the AAC is being collected. 

20 

21 In addition, imder a traditional regulatory paradigm the Company might propose 

22 allowing a retum on CWIP that customers would pay up front during plant 

23 construction, with a claim that the retum on CWIP would provide lower capital 



1 costs for customers at a future date when the plant is in service. However, in 

2 today's deregulated generation environment, the future is too uncertain to 

3 guarantee this claimed benefit would ever be realized by the consimiers who 

4 would pay the 2007 AAC because it is unknown which customers will receive 

5 service from DE-Ohio's generating units in the future. 

6 

7 Q14. WHAT IS THE COMPANY'S POSITION REGARDING THE TREATMENT 

8 OF CWIP? 

9 A14. Company witness Wathen states in his Febmary 28, 2007 Supplemental 

10 Testimony (page 5) that "traditional ratemaking regulations, such as the limit on 

11 CWIP at issue here, must be set aside because we are not dealing with traditional 

12 cost based regulation." 

13 

14 Q15, DO YOU A GREE WITH THE COMPANY'S POSITION THA T THE 

15 COMPANY SHOULD NOT BE LIMITED TO TRADITIONAL 

16 REGULA TORY RULES? 

17 A15, I agree with the theory, but the theory has not been properly apphed by DE-Ohio 

18 in this situation. DE-Ohio wimess Wathen's "'new' formula to determine a 

19 market price" (page 5 again) simply seeks cost-based recovery that is similar to 

20 the traditional methodology for the treatment of CWIP, but without any limitation 

21 regarding the percentage of completion for additions to environmental plant. 

22 DE-Ohio proposes to benefit from the best of both worlds: cost recovery using 

23 traditional revenue requirement methodology instead of using a market approach. 



1 but not having to abide by traditional rules goveming cost recovery such as those 

2 that govemed CWIP. In a truly competitive market, CWIP would not be earned at 

3 all. A retum on the plant would not occur until the plant is fully operational. In a 

4 proper market approach, the entire AAC would be a generation charge that is 

5 avoidable for customers who switched to another supplier, 

6 

7 Q16. WHA T IS YOUR SUGGESTION FOR THE HANDLING OF THE CWIP 

8 PORTION OF THE ENVIRONMENTAL COMPLIANCE COSTS? 

9 A16, I recommend the CWIP portion be removed from the "Retum on Environmental 

10 Plant" calculation in DE-Ohio wimess Wathen's Attachment WDW-2, Schedule 

11 2, for purposes of setting a more reasonable AAC charge. 

12 

13 Q17, DO YOU HAVE A RESPONSE TO DE-OHIO WITNESS WATHEN'S 

14 SUPPLEMENTAL TESTIMONY REGARDING THE COMMISSION'S 

15 PREVIOUS TREATMENT FOR THE CALCULATION OF THE AAC? 

16 A17, Yes, witness Wathen's review of the subject in Section II of his Supplemental 

17 Testimony is incomplete and is therefore misleading. As witness Wathen states in 

18 his Supplemental Testimony, DE-Ohio proposed an AAC concept (not identical 

19 to the AAC finally approved by the Commission) in the Stipulation filed on May 

20 19, 2004. That Stipulation included as an attachment calculations based upon 

21 DE-Ohio's approach to CWIP. The Commission's September 29, 2004 Order 

22 was hardly an endorsement of DE-Ohio's approach. DE-Ohio's calculation for 

23 the AAC contained in its Stipulation was $107,514,533, and the eight percent 



1 limitation contained in the Stipulation for 2005 came to $60,172,508. The 

2 amount approved by the Commission was $53,757,267. 

3 

4 The Commission's Order explained its consideration of future AAC charges as 

5 follows (page 32): 

6 

7 "[T]he Commission will, when requested by CG&E but no more often than 

8 annually, determine the appropriate level of possible increases in the AAC 

9 charge, and the appropriate level of avoidability by shopping customers, on 

10 the basis of its consideration of CG&E's proven expense in these categories, 

11 the development of the market in each consumer class, off-system sales by 

12 CG&E in the marketplace, the impact of MISO Day 2 on tiie market, and such 

13 other factors as it may deem appropriate fix)m time to time. No increases in 

14 the AAC will be allowed without Commission approval. It is the 

15 Commission's goal to ensure that prices remain market-based . . . ." 

16 

17 The Commission's approach mentions "expenses," which does not describe the 

18 CWIP calculation. Also, the Commission's overall approach did not approve "a 

19 'new' formula" as stated on page 5 of DE-Ohio witness Wathen's Supplemental 

20 Testimony. The overall approach is flexible, taking into account factors over 

21 time. 



1 Q18, DID DE-OHIO WATHEN'S SUPPLEMENTAL TESTIMONY ADDRESS 

2 EARLIER OCC ARGUMENTS REGARDING THE AAC? 

3 A18, Yes. DE-Ohio witaess Wathen states in his Supplemental Testimony (page 4) 

4 that the "Commission directly addressed OCC's objection to the Rider AAC 

5 calculation." Counsel advises me that the cited portion of the November 23, 2004 

6 Entry on Rehearing (located on pages 17-18) addressed the OCC's legal argument 

7 based upon Ohio statutes. 

8 

9 Q19, DO YOU FIND OTHER PORTIONS OD THE COMMISSION'S ENTRY 

10 ON REHEARING IMPORTANT IN PREPARING YOUR TESTIMONY? 

11 A19, Yes. The Commission's Entry on Rehearing continued to stress that it "will 

12 continue to consider the reasonableness of expenditures" (page 10) and that it 

13 would seek to "ensure that CG&E's generation rates are market-based"(page 18). 

14 The current proceeding is the first opportunity that the OCC has had since the 

15 conclusion of Case No. 03-93-EL-ATA in 2004 to present its views in a case 

16 before the Commission regarding what is a reasonable level for AAC charges. 

17 

18 Q20, HAVE YOU CALCULATED THE EFFECT OF YOUR 

19 RECOMMENDATION? 

20 A20. Yes, using DE-Ohio Witoess Wathen's Attachment WDW-2, Schedule 2,1 

21 removed tiie $244,413,759 CWIP amount from the "Retum on Environmental 

22 Plant." MPH Attachment 1 demonstrates that this reduces the "Pre-Tax Return" 

10 



1 to $53,938,303, and reduces the "Total Environmental Compliance Increase" to 

2 $50,429,411. 

3 

4 Q2L WHAT EFFECT DOES THIS HAVE ON THE AAC RIDER? 

5 A2L The removal of the CWIP portion of the Environmental Plant reduces the revenue 

6 requirement for tiie 2007 AAC to $45,246,994. Using DE-Ohio witness Watiien's 

7 methodology, this reduction results in the AAC being set at 5.6% of "littie g." 

8 MPH Attachment 1 also shows the resulting Rate RS AAC rates. 

9 

10 

11 V. PROPOSED SRT 

12 

13 Q22 WHAT IS THE SYSTEM RELIABILITY TRACKER? 

14 A22. The PUCO approved the mechanism of the SRT in the November 23, 2004 Entry 

15 on Rehearing in PUCO Case No 03-93-EL-ATA. DE-Ohio's stated purpose for 

16 the SRT charge was to permit the Company to collect from customers the costs 

17 associated with maintaining a generation reserve margin. The SRT does not 

18 include DE-Ohio's costs of the purchased power, just the capacity to prove the 

19 Company has adequate resources to provide for its load. Any power purchased 

20 from the capacity arrangements would be collected through the Company's fuel 

21 and purchased power ("FPP") rider. 

11 



1 VI. DUKE ENERGY NORTH AMERICA GENERATING ASSETS 

2 

3 Q23, HOW WERE THE DENA ASSETS OBTAINED BY DE-OHIO? 

4 A23, In PUCO Case No. 05-732-EL-MER ("Merger Case"), the Cincinnati Gas & 

5 Electric Company (now known as Duke Energy-Ohio, Inc., referred to herein at 

6 "DE-Ohio") submitted pre-filed testimony by Wendy L. Aumiller that described 

7 the transfer of generating assets from DENA to the Cincinnati Gas & Electric 

8 Company as an "equity infusion" at the book value of the generating assets. 

9 

10 

11 Q24, HAS THE PUCO ADDRESSED WHETHER COSTS RELATED TO DENA 

12 ASSETS CAN BE COLLECTED FROM OHIO CUSTOMERS? 

13 A24. In the Finding and Order of the Merger Case, the Commission found "costs that 

14 may be related to the transfer of the DENA assets will not be able to be passed on 

15 to Ohio customers without approval of the Commission." (Finding and Order at 

16 page 15.) Further, in Case No. 05-724-EL-UNC, the Commission adopted a 

17 Stipulation (in its entirety) in which it was stated that DE-Ohio could not use the 

18 DENA assets to satisfy the SRT margin requirements without an application to 

19 the Commission requesting approval of a market price associated with the DENA 

20 assets. (November 22, 2005 Opinion and Order at page 5) The Company has not 

21 provided any market pricing mechanism in its Apphcation. 

12 



1 Q25, IS DE-OHIO PROPOSING IN THIS CASE TO COLLECT FROM 

2 CUSTOMERS ANY COSTS RELA TED TO DENA ASSETS? 

3 A25, Yes. DE-Ohio Witness Whitlock stated in his direct testimony that DENA assets 

4 should be treated the same as any other capacity in the market. (Whitlock 

5 testimony filed 9/1/2006 at page 9.) Based on this statement, it seems that DE-

6 Ohio would plan to collect bids and offers in the marketplace as a way to 

7 determine the cost of the DENA assets it would seek to collect from customers via 

8 the current and future SRT charges. 

9 

10 Q26, DO YOU AGREE WITH THE METHODOLOGY PROPOSED BY DE-OHIO 

11 WITNESS WHITLOCK? 

12 A26. No, Mr. Whitlock states that DE-Ohio will provide tiie Commission with bids for, 

13 and offers of, capacity that would justify the market price DE-Ohio would charge 

14 (to customers) for capacity through the SRT. (Whitlock testimony at page 12.) 

15 DE-Ohio witness Whitlock admits that the prices in the spot market for capacity 

16 are "exceptionally volatile." (Whitlock testimony at page 11.) This would lead 

17 one to believe that there is a wide range between the price DE-Ohio is willing to 

IS pay for tiie capacity and the price at which other generators are willing to sell 

19 their capacity. Large differences between bids and offers or ~ in the case of a 

20 limited market - no offers - leads to uncertainty of the tme market price. The 

21 market price is determined by the transactions that take place in the market. If 

22 there are very few or no transactions, then speculation regarding the market price 

23 would be the means by which it is reported. In the situation of the DENA assets. 

13 



1 this would require DE-Ohio to estimate the market price of the capacity with 

2 limited or no market data because of the lack of transactions in the capacity 

3 market. DE-Ohio's proposal is not an acceptable solution to determining the 

4 market price of DENA assets, and does not provide a reasonable cost for capacity 

5 - meaning the proposal is not in the best interest of DE-Ohio customers. 

6 

7 Q27, WHATDID THE AUDITOR RECOMMEND REGARDING WHETHER DE-

8 OHIO SHOULD PURCHASE CAPA CITY OFF THE DENA ASSETS? 

9 A27. The Auditor first stated that he does not believe DE-Ohio witness Whitlock's 

10 claims that DE-Ohio's customers are paying more for capacity in the market than 

11 they would for capacity off the DENA assets. (Audit Report at page 6-5) Next 

12 the Auditor states that affiliate transactions are problematic. (Audit Report at page 

13 6-5) Third the Auditor asserts that these affiliate transactions would overly 

14 burden the ability of fnture auditors to audit affiliate transactions. (Audit Report at 

15 page 6-5) Finally the Auditor betieves DE-Ohio could sell the capacity from 

16 these units on the open market. (Audit Report at page 6-5) 

17 

18 Q28, DO YOU AGREE WITH THE AUDITOR'S RECOMMENDATIONS? 

19 A28, I agree with the Auditor that DE-Ohio has not shown that customers would be 

20 better off by using DENA assets than paying for capacity in the market. The cost 

21 of capacity off the DENA assets would be passed through to customers at market 

22 prices, unless DE-Ohio is proposing that the capacity off the DENA assets will 

14 



1 cost less than the rest of the market. DE-Ohio has not demonstrated that use of 

2 the DENA assets will provide benefits to customers. 

3 

4 I agree with the Auditor that affihate transactions can be troublesome, mainly in 

5 tight of my previous discussion on how DE-Ohio plans to set the market price for 

6 the DENA assets. I also note the significance of the Auditor stating the difficulty 

7 of conducting an audit of these transactions related to DENA assets. Under these 

8 circumstances, the PUCO's intended check on SRT costs will not be adequate to 

9 ensure reasonably priced retail electric service for Ohio consumers. Finally, 

10 given the picture painted by DE-Ohio wimess Whitlock regarding the dire need 

11 for capacity in the region served by the Midwest Independent System Operator 

12 (which arranges transmission), DE-Ohio should not have any problem selling 

13 capacity off these generating units as opposed to charging DE-Ohio customers by 

14 means of the SRT mechanism. 

15 

16 Q29, ARE THERE ANY SITUATIONS IN WHICH DE-OHIO SHOULD BE 

17 ALLOWED TO PURCHASE CAPACITY OFF THE DENA ASSETS? 

18 A29, If a circumstance arises where DE-Ohio is in an emergency situation and unable 

19 to meet its capacity needs, then use of the DENA assets could be appropriate. 

20 DE-Ohio sould only be allowed to purchase capacity off the DENA assets in the 

21 fiiture if DE-Ohio demonstrates that the DENA assets clearly offer a better price 

22 or a better product for customers than that offered in the open market. Otherwise, 

23 the DENA capacity should be used only as a last resort and if there is a pre-

15 



1 determined, reasonable method to determine the price for the capacity off the 

2 DENA assets. 

3 

4 VIL PLACEMENT OF AAC AND SRT ON CUSTOMER BILLS 

5 

6 Q30. WHAT IS YOUR UNDERSTANDING REGARDING THE TREATMENT OF 

7 THE AAC AND SRT ON DE-OHIO'S RESIDENTIAL CUSTOMER BILLS? 

8 A30. As shown on MPH Attachment 2, tiie "Rider AAC" is in the "Delivery Charge" 

9 portion of the bill. The SRT is included in the "Delivery Riders" also in the 

10 "Delivery Charge" portion of the bill. 

11 

12 Q31. WHAT IS MPH ATTACHMENT 2? 

13 A31. Attachment 2 is a sample bill faxed to the OCC by a DE-Ohio representative on 

14 February 1, 2006. The customer name, account number and address have been 

15 redacted to protect the identity of the customer. 

16 

17 Q32, WHERE SHOULD THE AAC AND SRT BE LOCATED ON A CUSTOMER'S 

18 BILL? 

19 A32. Both riders were created in Case No. 03-93-EL-ATA regarding DE-Ohio's 

20 "market based standard service offer," not the recently concluded distribution rate 

21 case (PUCO Case No. 05-59-EL-AIR). The November 23, 2004 Entry on 

22 Rehearing in Case No. 03-93-EL-UNC states (page 17) that tiie AAC charge is 

23 "not. . . placed upon distribution or transmission, and is not an ancillary service." 

16 



1 The AAC rider deals with generation costs. As stated by DE-Ohio wimess 

2 Wathen on page 2 of his testimony in Case No 06-1085-EL-UNC, the AAC is a 

3 component of the Company's standard service offer, the generation rate approved 

4 by the PUCO in Case No. 03-93-EL-ATA. The calculations for the proposed 

5 AAC deals with environmental comptiance on DE-Ohio's generating units, as 

6 discussed on pages 4-6 of DE-Ohio wimess Wathen's testimony. The decrease in 

7 the AAC component for changes in the tax rate, explained on page 7 of DE-Ohio 

8 witness Wathen's testimony, is also entirely related to the generation of 

9 electricity. 

10 

11 According to DE-Ohio wimess Wathen, the SRT is based on the total dollars 

12 spent to maintain a 15% generation reserve margin.(Wathen direct testimony in 

13 Case No. 06-1069-EL-UNC at page 15) The purchase of capacity is in essence 

14 purchasing the rights to a predetennined amount of generation off a designated 

15 resource. The SRT purchases are to provide the Company an adequate reserve of 

16 generation. It is inaccurate and misleading to identify the SRT as a charge for a 

17 distribution function. Therefore the SRT should not be identified as a distribution 

18 rider, and should instead be placed in the "Generation Charges" section of the 

19 customers' bill. 

17 



1 Q33. DO YOU HAVE ANY OTHER OBSERVATIONS REGARDING CHARGES 

2 ON A CUSTOMER'S BILL? 

3 A33, Yes. DE-Ohio currently has six riders listed on hs residential customer's bill 

4 along with a line item titled "Delivery Riders," which I have determined contains 

5 the SRT and Infrastmcture Maintenance Fund ("IMF"). The Company should be 

6 required to place the riders in the appropriate section of the customer's bill to 

7 provide the proper information to customers about the service for which they are 

8 paying. Hence, the AAC, SRT and IMF should be placed in the generation 

9 portion of a customer's bill. . 

10 

11 Q34, WHAT SHOULD THE COMPANY DO TO RECTIFY THE CUSTOMER 

12 BILL ISSUES YOU ADDRESS? 

13 A34. DE-Ohio should be required to correct the faults in its current billing statements 

14 and file a corrected bill format for approval by the Commission if these 

15 generation-related riders continued to be charged as the result of these 

16 proceedings. 

17 

18 VIII. CONCLUSION 

19 

20 Q3S. WHAT ARE YOUR OVERALL CONCLUSIONS? 

21 A3S. The AAC Application filed by the Company should not be approved by the 

22 Commission because it is incomplete and proposes an unreasonable AAC rate for 

23 2007. The AppUcation is incomplete because it does not allow for an independent 

18 



1 audit. An independent audit would promote accountability that would help the 

2 Commission assure that proposed AAC charges are reasonable in the same 

3 manner that audits ordered by the Commission regarding DE-Ohio's other 

4 generation-related riders have served this function. The Company's calculations 

5 for the 2007 AAC results in an unreasonable charge because the Company seeks 

6 to pick and choose between elements of traditional rate making methodology (i.e. 

7 regarding the treatment of CWIP) in the context of market-based rates. 

8 

9 I agree with the SRT Auditor's recommendation that DE-Ohio should not be 

10 permitted to pass through to consumers costs associated with the DENA assets to 

11 satisfy the capacity requirements of the SRT because of the inability to determine 

12 a true market price for the capacity of these assets. 

13 

14 Both the AAC and SRT Applications fail to address that these charges are clearly 

15 generation related, but are included on the distribution portion of the customer's 

16 bill. These charges, if they continue to be apphed as the result of these 

17 proceedings, should be placed on the generation portion of the customer's bill. 

IS 

19 Q36, WHAT ACTIONS DO YOU RECOMMEND? 

20 A36, As part of any order regarding the AAC and SRT charges for 2007, the 

21 Commission should (1) require tiiat an independent audit be conducted on all 

22 costs requested and recovered through the AAC Rider such as has been ordered 

23 regarding DE-Ohio's FPP and SRT charges, (2) remove the retum on CWIP 

19 



1 portion of the Environmental Compliance revenue requirement or at least make it 

2 avoidable to all customers being served by a CRES provider, (3) refuse to allow 

3 DE-Ohio to pass through any costs associated with the DENA assets in the SRT 

4 and (4) order the Company to file a new bill format which places the AAC and 

5 SRT Riders on the generation portion of customers' bills. 

6 

7 Q37, DOES THIS CONCLUDE YOUR TESTIMONY AT THIS TIME? 

8 A37. Yes, it does. However, I reserve the right to incorporate new information that 

9 may subsequently become available. 

20 
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D u k e 2007 A A C 

P U C O Case No . 06-1085-EL-UNC 

Rev i sed A A C Ca lcu la t i on 

MPH Attachment 1 

Total Environmental Plant 
Pre-Tax Return at 
Pre-Tax Retum 
Environmental O&M Exp 
Total Revenue Req. 
Rev Req As of 12/31/00 
Environmental Compliance 
Increase 
Homeland Security 
Tax Changes 
Total Revenue Requirement 

AAC Recovery % Calculation: 
Revised AAC Rev Req 
Little g Revenue 12 ME 5/31/06 
Revised Rider AAC % 

(a) 

$ 
@ 5/31/06 Less: CWIP (a) 
705,819.256 

11.69% 
$ (a) 

(a) 
$ 82,510,271 $ 

(a) $ 41,419,290 

(244,413,759) $ 
11.69% 

461,405,497 
11.69% 

(28,571,968) $ 53,938,303 
_ _ _ ^ ^ _ $ 41,419,290 

123,929,561 
44.928,182 

(28,571,968) $ 
$ 

79.001,379 
132,732 

(5,315,149) 

$ (28,571,968) 

95,357,593 
44,928,182 

50,429,411 
132,732 

(5,315.149) 
$ 73,818,962 $ 

(c) $ 73,818,962 
(c) $ 812,324,838 

9.1% 

(28.571,968) $ 45.246,994 

$ 45,246.994 
$ 812,324,838 

5.6% 

Calculation of Rate RS Residential Service AAC at: 9.1% 1000 kWh 
($ per kWh) Current AAC New%/Old% ratio Monthly Annual 

Summer, First 1000 kWh (c) 
Summer, Additional kWh (c) 

Winter, First 1000 kWh (c) 
Winter. Additional kWh (c) 

0.002651 
0.003359 
0.002651 
0.000100 

1.5167 $ 
1.5167 $ 
1.5167 $ 
1.5167 $ 

0.004021 
0.005095 
0.004021 
0.000152 

$ 4.02 $ 48.24 

Calculation of Rate RS Residential Service AAC at: 5.6% lOOOkWh 
($ per kWh) Current AAC New%/Old% ratio Monthly Annual 

Summer, First 1000 kWh (c) $ 0.002651 
Summer, Additional kWh (c) $ 0.003359 

Winter, First 1000 kWh (c) $ 0.002651 
Winter, Additional kWh (0) $ 0.000100 

0.9333 $ 
0.9333 $ 
0.9333 $ 
0.9333 $ 

0.002474 
0.003135 
0.002474 
0.000093 

$ 2.47 

Difference: 

$ 29.64 

$ (1.55) $ (18.60) 

(a) Case No. 06-1085-EL-UNC, Wathen Attachment WDW-2, Schedule 2 
(b) Case No. 06-1085-EL-UNC, Wathen Attachment WDW~2, Schedule 1 
(c) Case No. 06-1085-EL-UNC. Application Attachment WDW-4, page 1 of 2 



Of/Ol/MOe I D 13; 39 FAI MPH Attachment 2 i 002/005 

10 OS Account Numt 

for Ivss datail«l biffing informaticin on 
your nwntfily Ml, cf icok fcox on flgrW 

M„(,Limf)Ui,t.in.M....fniiM.(Uf..i..ni...m 

HeaiShs re ContritHiTJon Armum Jzrviassci 
(lor Customer Amfsianbe} 

PO Sox 740124 
Cincinnati OH 45274^124 

^ m oooooifibfiia O3OOOO735£A osQiaooti 0000018*̂ ^X6 

Page 1 of A 

PO Box 7401S4 PaytYMnts alur Jan 10 net Indudsd BHI prepaf«d on Jan 10.2006 
Cincinnati OH d 5 2 7 4 < H 2 d Last paymenl receEved Jan 03 New meter reading Feb Q7,2M)B 

Gas 000605267 DGC 06 Jan 09 
Else 094887121 Dec 06 Jan 09 

34 
34 

25 
17744 

157 
19017 

132 
1 2 7 3 

Usaoe • 132 CCF 
Cinwgy/Oe&E - Rate RS $200.21 
CMrrent (5a« Charges $200.21 
Qa* Cosi Recovery $i.2l8ioooo;cCF 

Usage- 1.049 kWh 
Clrwrgy/CG&E - Rate RS $ 76.16 

Usaae - 224 kWh 
C^nergiflCG&B - Rate BS 21-21 
Current Electric Charoes $97^7 

Old Rate Effective Dec 06 To Jan 03 
New Rate Effective Jan 03 To Jan 09 

Amt Due • Previous 6ill 
Payments) Received 
Bafano* Forward 
Budg^ f i l ing AnA Due 
CurrMt Amount Due 

Current Biffing 
Budget Billing Balanco 
Total Aoeouni Balance 

$ 186.31 
187.O0cr 

187.00 
$186 .«1 

$ 186 . « 1 
2 3 . 7 3 

$ S1DT5"4 



02/01/2006 lED 13:39 F M 

Dont wah for (he w e & t J^er *o causo your e n o ^ bill to jump; wiroll in Budget Billing today. Go to 
wvwlcinwgyCortrtort.^Jom to s^n up and team aboiA ways to reduce your enorgyWils 

PuT¥uant to slate t a w . *^^ ^'^ Iv^-sal Sen/ice Rmd rider rate h&s been at^usted eftedtve with this tM. 

I inHfr ô MtP [&w Ihe aniDunt you arc being billed inctudBs:(l)kHowait-hour taxes that have be«i in effect 
S G 2 ^ 1 ^ a r ? p w n ^ l y ^t $.00465 lor the first 2.000 kWh. $.00419 lor Ihe nexl 13.000 kWh and 
r n m ^ f o r all additional kWh end, (S) Assessments to assist in^e suppoit of tha PUCO ahdthe Offico 
oitheConsumera c o u n s e l that have been in efiect sirwe I9l2and1977 respectively. 

PBtCE TO COMPAFI^' *" order for an average r^ctential ai$tomer to save mori^. an el«cti1c s i l l i e r 
m i ^ ed&r a o d ^ loW'^'' ̂ ^̂ ^̂  ̂ ^ cents per K VW). Your Piice to Oomaars may bg (fiSerent based on 
W J S usaoe VM wwv»/^nerigyc«e.com to calculate your IrKiMdual Price to Com|>are or contaci 
Sinergy^GAEfora wrftte'i ffltpranatiort. 

Gas 
Meter -
CCF Usage -

£tec 06 • 6ai\ 09 
34 Days 

0OO606267 
132 

C n̂cvsWCCI&E 
RateRS -Res'tdenUatService 

Cu9torr»r Charge 
<Sas DeHvHy Charpo 

132 CCF @ $0.18591000 
Rider m^-G 
Gas Oefiveiy Ridws 
Qas Cost Reoovefv 

132 CCF # S 151*10000 

$6.00 

24.54 
LlScr 

10.03 

160.79 $ 2 0 0 ^ 1 



02/01/2006 m 13:39 FAI UO.te' £:'^'--:c'/^6 

Page 3 ol 4 

0ectric 
Meter-
KWhUsage-

DecOS-Jan09 
34i;}a>% 

094SS7121 

1573 

CInergy/CG&E 
RateRS -n©siden8alS\^VWmer 

Old Rote Effoctive D M 06 To Jan 03 
Distribution-Customer Chg $ 3.30 
Deliv^ Chs^es 

J3isfrif«flQh-Enetw Chg 
ri.049 kWh ^ $0.01471000 1543 

-RTdefTCR 7.90 
Delivery Riders 5.4fl 
Toial D^ivB/y Changes $ 28.01 

Generation Charaes 
ResidentialGeneration Credit 
824 kWh @ $ 0.002S3320cr 2.09cf 
225 kWh @ $0.001O273Ocr 0.23crl 

Gsneration EnercQ' Cfin 
824 KWh @ $0.05066400 41.75 
225 kWh @ $0.02054600 4.62 
Total GeneraUon Charges $44.05 

Cinergy/CGaiE 
Rate RS - Ra&idsniial Svc-Winter 

Now ftate Bfective Jan 03 To Jan 09 
DIsirBxition^ustoinerChjj $ 0.79 
Delivery Chargss 

Distribution-Energy Chg ^ 
224 kWh @ $0.019S4900 4 ,47 ' I 
Rider TCR 1.69--
Rider RSC 1.29 
Rider AAC 0.52 
Rider MSR-E 0.32cr 
Derivery Riders 3.12 
Total Delivery Chaises $ 10.77 

Generation Cnarges 
Generation Energy C^O 
176 kWh @ $0.03755300 6.61 
4S kWJl @ $0,01416$00 0.66 ^ 

Rider FPP 2.66^ 
Rider RSS 0.30cr 
Total Generation Charges $9.^6 

76.1© 

k 

2 i a - i 

Summaiv „ ^ „ , 
BBP Option: Quanorty plan 
BBP iristaltmeni Amouni; $ i87.oo 

Previous Budget Billing Balance $f i6 .aacr 
Current Gas charges 200,2 -| 
Current Electric Charges s r ^ V 
Budget Billing Ami Due I87 .00or 
Budget Sill ing Balance $23.7-3 



02/01/20061013:39 FAI %m/m 

CCF QMUsagB KfISi Etoetrte U H ^ P 

CslculBDons bawa OR most ceetMtt-tz montn wztm 
Total l&ajW 734 
Averags Usags £& 

Cateulafien& based on most recent 12 tmnth hlaory 
Total Uaaee 11.352 
Avera(« Usage 346 

das 
ElMtiie 

JAN 
I3<l 

l-bt 

793 

MAF 
IK 
71? 

APR 
98 

MAV 
42 

5 ^ 

JUM 
21 

J^L 
20 

1^4 

AUG 

1,-182 

SFP 

i.-iaa 

OCT 
U 

«17 

NO\ 
SI 

627 

npr 
08 

75S 

J A N 
132 

1.27S 


