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BEEFORE THE PUBLIC UTILITIES COMMISSION OF OHIO
In the Matter of the
Application of the OChio
Department of Development :
for an Order Approving : Case No. 08-658-EL-UNC
Adjustments to the Universal
Service Fund Riders of
Jurisdicticnal Ohio Electric
Distributicon Utilities
PROCEEDINGS
Before Janet K. Stoneking, Hearing Examiner, at the
Public Utilities Commission of Ohio, 180 East Broad
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BEFORE
THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Application of the Ohio :

Department of Development for an Order

Approving Adjustments to the Universal : Case No. 08-658-EL-UNC
Service Fund Riders of Jurisdictional Qhio

Electric Distribution Utilities.

STIPULATION AND RECOMMENDATION

Pursuant to Rule 4901-1-30, Ohio Administrative Code, the undersigned parties to this
proceeding (the “Signatory Parties™) hereby stipulate, agree, and recommend that the amended
application filed herein on November 26, 2008 by the Ohio Department of Development
(ODOD) for an order approving adjustments td the Universal Service Fund (“USF”) riders of the
jurisdictional Ohio electric distribution utilities (“EDDUs”) be granted by the Public Utilities
VCommission of Ohio (“Commission™) in accordance with the terms and conditions specified
herein.

Although ‘the Signatory Parties recognize that this Stipulation and Recommendation (the
“Stipulation™) is not binding upon the Commission, the Signatory Parties respectfully submit that
this Stipulation, which is not opposed by any party to the procéeding, is supported by the record,
represents a just and reasonable resolution of the issues inveived, violates no regulatory principle
or precedent, and is in the public interest. The Signatory Parties represent that this Stipulation is
the product of serious negotiations among knowle{:lgeab]e parties representing a broad range of
interests and that the Stipulation is a compromise involving a balancing of those interests and
does not necessarily reflect the position that any one of the Stipulating Parties would have

adopted if this matter had been fully litigated. In joining in this Stipulation, the Signatory Parties




recognize that it is not in the interest of the public or the parties hereto to delay necessary
adjustments to the EDU USF riders by extended litigation when an acceptable outcome can be
achieved through settlement negotiations. Thus, the Stipulating Parties further agree that this
Stipulation shall not be relied upon as precedent for or against any party to this proceeding or the
Commission, itself, in any subsequent proceeding, except as may be necessary to enforce the

~ terms of the Stipulation.

If the Commission rejects or modifies all or any part of this Stipulatibn or Imposes
additional conditions or requirements upon the Stipulating Parties, a Signatory Party shall have
the right, within 30 days of the Commission’s order, to file an application for rehearing or to
withdraw from the Stipulation by filing a notice with the Commission. If a Signatory Party secks
rehearing, said Signatory Party may withdraw from the Stipulation within 30 days of the
Commission’s ultimate disposition of its rehearing application. Upon notice of withdrawal by a
Signatory Party pursuant to the foregoing provisions, the Stipulation shall immediately be
deemed null and void and this matter shall proceed as if the Stipulation had not been submitted,
provided, however, that a notice of withdrawal from the Stipulation by an EDU Signatory Party
shall void the Stipulation only as to the proposed USF rider rate of that EDU.

Any party to this proceeding may become a Signatory Party to the Stipulation subsequent

to its filing by submitting a letter to the Commission stating the party’s intention to do so.
The Signatory Parties stipulate and agree as follows:

1. This matter is properly before the Commussion pursuant to Section 4928 52(B), Revised
Code. The Commission has jurisdiction to approve this Stipulation as submitted and to

issue an order authorizing adjustments to the current EDU USF riders in the minimum




amount necessary to provide the revenues sufficient to cover the administrative costs of
the low-income customer assistance programs and the consumer education program and

provide adequate funding for those programs.

2 The amended application and supporting exhibit-s filed in this docket by ODOD on
November 26, 2008, the testimony of ODOD witness Nick Sunday filed herein on
QOctober 31, 2008, the testimony of ODQOD witness Donald A. Skaggs filed herein on
October 31, 2007, and the supplemental testimony of ODOD witness Donald A. Skaggs
filed herein on November 26, 2008 shall be admitted into evidence and made a part of the

record in this case, subject to the corrections described in Paragraph 3 below.

3. If called to testify, ODOD witness Skaggs would state: (a) that the Columbus Southern
Power Company (“CSP”) regulatory asset rider referred to at page 6, lines 5-6, of his
supplemental testimony as having been removed effective January 2008, is actually
scheduled to be removed effective January 2009; (b) that the basis for the adjustment for
this rate change shown in Exhibit A 1.2 of the amended application is to annualize the
impact of this rate decrease so that the test-period cost of PIPP will reflect the annual
revenue requirement that must be recovered through the cost of PIPP component of CSP
USF rider rate during the 2009 collection period; (c) that, although the description of the
basis for the adjustment set forth at page 6, lines 6-9, of his supplemental testimony is
incorrect, the adjustment for this rate decrease shown in Exhibit A 1 a of the amended
application is correctly calculated;' and (d) '{hat the resulting reduction should have been

carried forward to Exhibit A.1 as a 2009 EDU rate decrease rather than a 2008 EDU rate

' Notwithstanding the description at page 6, lines 6-9, of ODOD witness Skaggs® supplemental testimony, the
adjustment was made to the total cost of electricity delivered to PIPP customers during the test period.




6.

decrease. Accordingly, corrected Exhibit A.1 attached hereto as Appendix A should be
substituted for Exhibit A.1 to the amended application. Because the adjustment itself was
correctly calculated, the substitution of corrected Exhibit A.1 for Exhibit A 1 to the
amended application, has no impact on CSP’s adjusted test-period cost of PIPP or any

other element of the CSP USF rider revenue requirement.

If called to testify, an appropriate representative of each EDU would verify that the Kwh
sales data and other information supplied by the EDU to ODOD and upon which ODOD
relied in developing the USF rider revenue requirement for each EDU as set out in the

amended application is true and accurate to the best of that EDU’s knowledge and belief.

As set forth in ODOD’s amended application, and as further described in and supported
by the testimony of ODOD witness Nick Sunday and the testimony and supplemental
testimony of ODOD witness Donald A. Skaggs, the annual USF rider revenue

requirement for each EDU shall be as follows:

The Cleveland Electric Hluminating Company (“CEI”) $ 15,371,278
Columbus Southern Power Company (“CSP”) 22,985,870
The Dayton Power & Light Company (“DP&1.”) 19,198,560
Duke Energy Ohio (“Duke™) 20,386,647
Ohio Edison Company (“OE”) 44,050,245
Ohio Power Company (“OPC”} 20,263,229
The Toledo Edison Company (“TE”) 14,323 628

The methodology for determining the respective USF rider revenue requirements is
consistent with the methodology accepted by the Commission in its September 10, 2008

finding and order in the notice of intent (“NOI”) phase of this proceeding.



The annual USF rider revenue requirements set forth in Paragraph 5 shall be collected by
the respective EDUs through a USF rider which incorporates a declining block rate
design consisting of two consﬁmption blocks. The first block of the rate shall apply to all
monthly consumption up to and including 833,000 Kwh, The second rate block shall
apply to all consumption above 833,000 Kwh per month. For each EDU, the rate per
Kwh for the second block shall be set at the lower of the Percentage of Income Payment -
Plan (“PIPP”} charge in effect in October 1999 or the per Kwh rate that would apply if
the EDU’s annual USF rider revenue requirement were to be recovered through a single
block per Kwh rate. The rate for the first block rate shall be set ét the level necessary to

produce the remainder of the EDU’s annual USF rider revenue requirement. The USF

riders for each EDU determined in accordance with this methodology shall be as follows:

First 833,000 Kwh  Above 833,000 Kwh

CElL $ 0.0008495 /Kwh  $ 0.0005680 / Kwh
CSP (0.0013130 / Kwh 0.0001830 / Kwh
DP&L 0.0014757 / Kwh 0.0005760 / Kwh
Duke 0.0010857 / Kwh 0.0004690 / Kwh
OE 0.0019474 / Kwh 0.00i0461 / Kwh
QP 0.0010601 / Kwh 0.0001681 / Kwh
TE 0.0018964 / Kwh 0.0005610 / Kwh

The specific calculations supporting the stipulated USF rider rates are set forth in
Exhibits DAS-Rev-36 through DAS-Rev-42 to the supplemental testimony of ODOD

witness Skaggs.
[
The stipulated USF rider rates for DPL, OE, and TE set forth in Paragraph 7 reflect the

minimumn increases necessary to produce the additional revenues the Signatory Parties

agree are sufficient to satisfy the respective annual USF rider revenue requirements set
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forth in Paragraph 5. The stipulated CEI, CSi’, Duke, and OP rider rates, which are lower
than the current USF rider rates of these EDUs approved in Case No. 07-661-EL-UNC,
are set at the mimmum level sufficient to satisfy the CEI, CSP, Duke, and OP annual

USF rider revenue requirements set forth in Paragraph 5. ODOD hereby consents to and
approves these USF rider rate decreases as required by Section 4928.52(B), Revised

Code.

The rate design methodology utilized in calculating the recommended USF rider rates set
forth in Paragraph 6 is identical to the methodology accepted by the Commission in its
September 10, 2008 finding and order in the NOI phase of this proceeding and in all prior
USF rider rate adjustment proceedings. Any change in the existing relative customer
class revenue responsibility resulting from the use of this rate design methodology is well
within the range of estimation etror inherent in any customerl class cost-of-service
analysis and does not violate the Section 4928.52(C), Revised Code, prohibition against
shifting the costs of funding low-income customer assistance programs among customer
classes. By stipulating to the use of the EDU’s October 1999 PIPP charge as a cap on the
second block of the rider for purposes of this case, no Signatory Party waives its right to
contest the continued use of the October 1999 PIPP charge as a cap on the second block

of the rider in any future Section 4928 52(B), Revised Code, proceeding.

The current USF rider of each EDU shall be withdrawn and cancelled and shall be
replaced by USF riders containing the rates provided in Paragraph 6, such riders to be
filed within seven days of the Commission order adopting the Stipulation. The new USF

riders shall be effective upon filing with the Commission and shall apply on a bills-
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rendered basis beginning with the first billing cycle of the month following their effective
date. The EDUs shall notify customers of the adjustments to their respective USF riders

by means of the customer notice attached hereto as Appendix B,

Unlike traditional ratemaking, where the objective is to establish rates which will provide
the applicant utility with a reasonable earnings opportunity, the USF riders must actually
generate sufficient revenues to enable ODOD to meet its specific USF-related statutory
and contractual obligations on an ongoing basis. To this end, ODOD shall file, not later
than October 31, 2009, an application with the Commission for such adjustments to the
USF riders as may be necessary to assure, to the extent possible, that each EDU’s USF
rider will generate its associated revenue requirement, but not more than its associated
revenue requirement, during the annual collectton period following Commission approval
of such adjustments. ODOD shall serve copies of such application upon all other parties
to this proceeding. In the event ODOD fails to file such application on or before Qctober
31, 2009, ODOD shall notify the Signatory Parties in writing of its intentions with respect
to an application for adjustments to the USF riders, including its anticipated filing date.
Such notice shall not affect the right of any Signatory Party to pursue such legal recourse

against ODOD as may be available for failure to comply with the Stipulation, if any.

The Signatory Parties recognize that the EDU USF nider rates proposed in ODOD’s
annual USF rider adjustment applications are predicated on the assumption that the new
USF riders authorized by the Commission wilf be effective on a bills-rendered basis
during the January billing cycle of the following year. Although the October 31, 2009

filing deadline established in Paragraph 10 of this Stipulation for the filing of next vear’s



application will provide adequate time for the Commission to act upon the application
prior to January 1, 2010 if the application is not contested, the Signatory Parties
recognize that this two-month interval may not be sufficient in the event that a party to
the proceeding objects to the application and wishes to litigate the issue(s) raised in its
objection(s).> To address this concern, the Signatory Parties propose and agree that
ODOD should again follow the NOI process adopted in Case Nos. 04-1616-EL-UNC, 05-
717-EL-UNC, 06-751-EL-UNC, and 07-661-EL-UNC. Specifically, tﬁis process shall be
as follows: On or before May 31, 2009, ODOD shall file with the Commission a notice
of its intent to sﬁbmit its annual USF rider adjustment application, and shall serve the
NOI on all parties to this proceeding. The NOI shall set forth the methodology ODOD
intends to employ in calculating the USF rider revenue requirement and in designing the
USF rider rates in preparing its 2009 USF rider rate adjustment application, and may also
include such other matters as ODOD deems appropriate. Upon the filing of the notice of
intent, the Commission will open the 2009 USF rider adjustment application docket and
will establish a schedule for the filing of objections or comments, responses to the
objections or comments, and, if a hearing is requested, a schedule for discovery, the filing
of testimony, and the commencement of the hearing. The Commission will use its best
efforts to issue its decision with respect to any objections raised not later than September
30, 200%9. ODOD will conform its 2009 USF rider adjustment application to any
difectives set forth in the Commission’s decision. If the order is not issued sufficiently in

advance of the October 31, 2009 filing deadline to permit ODOD to incorporate such

2 Inso stating, the Signatory Parties are referring to an objection relating to something other than the mathematical
accuracy of ODOD’s calculations, as such an objection can almost certainly be resolved informally in a timely
manner under the current process. :
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14.

15.

directives, ODOD will file an amended application conforming to the Commission’s

directives as soon as practicable after the order is issued.

The Signatory Parties support initiatives intended to control the costs that ultimately must
be recovered through the USF rider. In furtherance of this objective, the Signatory
Parties agree to the coatinuation of the USF Rider Working Group (the “Working
Group”) formed pursuant to the stipulation approved by the Commission in Case No. 03-
2049-EL-UNC, which is charged with developing, reviewing, and recommending such
cost-control measures. Although recommendations made by the Working Group shall
not be binding upon any Signatory Party, the Signatory Parties shall give due
consideration to such recommendations and shall not unreasonably oppose the

implementation of such recommendations.

Consistent with the cost-control objective described in Paragraph 13, the signatory EDUs
will continue to honor the term of the stipulation in Case No. 03-2049-EL-UNC that

provides that no security deposit will be required from a reconnecting PIPP customer.

The Signatory Parties recognize that the EDUs currently have cases pending before the
Caornmission that may result in rate increases during the 2009 collection period.
Accordingly, the Signatory Parties recommend that the Commission allow this docket to
remain open to permit ODOD to file supplemental applications for approval of such
additional USF rider rate adjustments as may be necessary to reflect the impact of
changes to the USF rider revenue requirements of the respective EDUs during the 2009

collection period.



16. The stipulation adopted by the Commission in its September 10, 2008 finding and order
in the NOI phase of this proceeding contemplated that ODOD would file a supplement 1o
the NOI (“Supplement”) including the reports by Schneider Downs of the results of its
application of agreed-upon procedures designed to test the accuracy and timeliness of the
PIPP-related accounting and reporting of Duke and the AEP operating companies (CSP
and OP), and ODOD’s conclusions regarding the Schneider Downs’ findings. Although
Schneider Downs has issued its reports and the Working Group has conducted an exit
interview of Schneider Downs’ personnel résponsib]e for the reports, ODOD has not yet
filed the Supplement. Under these circumstances, the Signatory Parties recomimend that
the Supplement remain on a separate procedural track and agree to submit a proposed
procedural schedule for addressing any unresolved issues once the Supplement has been
filed. In the event that it is ultimately determined that any identified PIPP-related
accounting or reporting deficiencies resulted in overpayments to the subject EDUs, the
Signatory Parties recommend that proposed adjustments to credit EDU customers for
such overpayments be raised through a separate supplemental application filed by ODOD
in this docket or in conjunctibn with a supplemental application filed pursuant to

Paragraph 15 above.

WHEREFORE, the Signatory Parties respectfully request that the Commission issue an
order adopting this Stipulation and directing each EDU to file new USF riders in accordance

‘.. therewith, said riders to be effective with the January 2009 billing cycle on a bills-rendered basis.

10




Respectfully submitted,

Ohio Department of Development The Dayton Power and Light Company
ggg pen 16f5708

VAT Y ks

Staff of the Public Utilities Commission of Ohio Partners for Affordable Energy
Ohio
B se 13 ela%

' (MlL Au'mm.rm‘m

The Office of the Ohio Consumers’ Counsel
Industrial Energy Users — Ohio

By

Ohio Edison Company, The Cleveland
Electric Illuminating Company, and
The Toledo Edison Company

K@){M

Columbus Southern Power Company and
Ohio Power Company
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Duke Energy Ohio

By:
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Exhibit A.1

Corrected
Adjusted Test-Period Cost of PIPP
2008 20903 200% 2009 Adjusted
Tast Period EDU EDU EDU EDU Test-Period

Costof PIPP ] Rate Increases § Rafe Decreases | Rate Increases] Rate Decreases | Cost of PIPP
' 18,031,000 2,422 $0 (57,532,691 16.630,730
$16,556,819 $31,877 ($389,343) 30 $0 518,199 353
$16,873,384 $0 $0 $0 $0J 516,873,384
$12,221,965 $8,192 ($156,647) $1,777 996 50 $13,852 506
$14,355,716 $65,496 %0 30 $0 $14 451,213
$31,855,093 $637,130 30 30 $0 $32,192,223
$10,278,004 $161,858 $0 $0 : $d $10,439,802
$119,871,931 $1.068.015 (3545,990) $1,777.996 ($1,532,691) $120,638,312

1-See ExhibitA.1.a
2-See Exhibit A.1.b
3- See ExhibitA.1.c
4- See Exhibit A.1.d

5- See Exhibit A.1.e
6- See Exhibit A.1.f




APPENDIX B

Pursuant to state law, the Universal Service Fund rider rate has been adjusted effective
with this bill.
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By its application in this docket of October 31, 2008, the Ohio Department of
Development (“ODQD™), by its Director, Lee Fisher, petitioned the Commission for an order
approving adjustments to the Universal Service Fund ("USF™) riders of all jurisdictional Ohio
electric distribution utilities (“EDUs") pursuant to Section 4928.52(B), Revised Code. Pursuant
to Rule 4901-1-16, Ohio Administrative Code, ODOD hereby moves to amend its application as
set forth below. As more fully described in the supplemental testimony of ODOD witness
Donald A. Skaggs submitted herewith, this amended application reflects information which was  '
not available to ODOD at the time the original application was prepared. Accordingly, ODOD
respectfully requests that the Commission accept this amended application for filing. In support

of its amended application, ODOD states as follows:

1. Under the legislative scheme embodied in SB 3, the 1999 legislation that
restructured Ohio’s electric utility industry and transterred administration of the percentage of
income payment plan (“PIPP"} program to ODOD, the USF riders replaced the existing PIPP
riders of each jurisdictional electric utility. The USF riders were to be calculated so as to

generate the same level of revenue as the PIPP riders they replaced [see Section 4928.52(AX1), .




Revised Code], plus an amount equal to the level of funding for low-income customer energy
efficiency programs reflected in the electric rates in effect on the effective date of the statute [see
Section 4928.52(A)(2), Revised Code]. In addition, the USF riders were also to be designed to
recover the amount necessary to pay the administrative costs associated with the low-income
customer assistance programs and the consumer education program created by Section 4928.56,

Revised Code [see Section 4928.52(A)(3), Revised Code].

2. Pursuant to Section 4928.51(A), Revised Code, al! USF rider revenues collected
by the EDUs are remitted to ODOD for deposit in the state treasury's USF. ODOD then makes
disbursements from the USF to fund the low-income customer assistance programs (including
PIPP and the low-income customer energy efficiency programs) and the consumer

education program and to pay their related administrative costs.

3. Section 4928.52(B), Revised Code, provides that, if ODOD, after consultation
with the Public Benefits Advisory Board ("PBAB"), determines that the revenues in the USF,
together with revenues from federal and other sources of funding, including the general revenue
fund appropriatiops for the Ohio Energy Credit Program,’ will be insufficient to cover the cost of
the low-income customer assistance and consumer education programs and their related
administrative costs, ODOD shall file a petition with the Commission for approval of an increase
in the USF rider rates. The statute further provides that, after providing reasonable notice and
opportunity for hearing, the Commission may adjust the USF rider by the minimum amount

necessary 10 generate the additional revenues required; provided, however, that the Commission

* The Ohio Energy Credit Program was discontinued as of July 1, 2003.
2




may not decrease a USF rider without the approval of the ODOD Director, after consultation, by

the Director, with the PBAB.

4, Unlike traditional ratemaking, where the objective is merely to establish rates that
will provide the applicant utility with a reasonable earnings opportunity, the USF riders must
actually generate sufficient revenues to enable ODOD to meet its USF-related statutory and
contractual obligations on an ongoing basis. In recognition of this fact, the stipulations adopted
by the Commission in all prior USF nider rate adjustment proceedings have required that ODOD
file a Section 4928.52(B), Revised Code, application with the Commission no later than Octaber
31 of the following year, proposing such adjustments to the USF rider rates as may be necessary
to assure, to the extent possible, that each EDU’s rider will generate its associated revenue
requirement — but not more than its associated revenue requirement — during the annual
collection period following Commission approval of such adjustments. This is the eighth annual
USF rider adjustment application filed by ODOD pursuant to this statute since the establishment
of the initial USF riders in the electric transition plan proceedings initiated by applications filed

by the EDUs pursuant to SB 3.

5. By its opimon and order of December 19, 2007 in Case No. 07-661-EL-UNC, this
Commission granted ODOD’s 2007 application for approval of adjustments to the USF riders of
all Chio EDUs based on its acceptance of a stipulation and recommendation submitted jointly by
a majority of the parties to that proceeding. The new USF riders replaced the USF riders
approved by the Commission in Case No. 06-751-EL-UNC, and became effective on a bills-
rendered basis with the January 2008 EDU billing cycles. The USF riders of Columbus Southern
Power Company (“CSP”) and Chio Power Company {“OP”) were subsequently revised,

3




effective with the June 2008 billing cycle, to correct certain errors in the original calculation of
CSP and OP USF rider revenue requirements previously approved by the Commission in 18
December 19, 2007 opinion and order. See Case No. 07-661-EL-UNC, Finding and Order dated

May 28, 2008.

6. The Commussion’s December 19, 2007 opinion and order in Case No. 07-661-EL-
UNC provided for the continuation of the notice of intent (“NOI”) process first approved by the
Commussion in Case No. 04-1616-EL-UNC. Under this process, ODOD is required to make a
preliminary filing by May 31 setting out the methodology 1t will employ in developing the USF
rider revenue requirements and rate design for its subsequent annual USF rider adjustment
application. The purpose of this procedure is to permit the Commission to resolve any issues
relating to methodology prior to the preparation and filing of the application itself, so as to limit
the issues in the second phase of the case and thereby permit the Commussion to act on the
application in time for the new USF nder rates to take effect on January 1 of the following vear.
ODOD filed its NOI in this case on June 2, 2008." The Commission, consistent with the terms of
a stipulation jointly submitted by a majority of the parties to the proceeding,” approved the
methodology proposed by ODOD in the NOI by its finding and order of September 10, 2008 (the

“NOI Order”).

! May 31, 2008 fell on a Saturday. Thus, under the Commission’s computation of time rule, the

NOI was timely filed. See Rule 4901-1-07(A), Ohio Administrative Code.

2 Although not a signatory party, the Office of the Ohio Consumers” Counsel (*OCC”) did not
contest the stipulation (see OCC Letter dated August 4, 2008). Ohio Partners for Affordable
Energy joined in the stipulation except for the provision regarding the proposed rate design
methodology, but did not contest the issue.

4




7. Based on its analysis of the annual pro forma revenue that would generated by
applying the current USF rider rates to test-period sales volumes® and the results of its
application of the USF rider revenue requirements methodology approved in the NOf Order as
described below, ODOD has determined that, on an aggregated basis, the total pro forma annual
revenue generated by the current USF riders will fall short, by some $5,105,844, of the annual
revenue required to fulfill the objectives identified in Section 4928 52(A), Revised Code, during
the 2009 collection period. However, although the current USF riders of Dayton Power and
Light Company (“DPL”), Ohio Edison Company (“OE”), and Toledo Edison Company (“TE”)
are projected to under-recover their respective USF rider revenue requirements during the
collection period, ODOD’s analysis indicates that the pro forma revenues generated by the USF
rider rates of The Cleveland Electric Illuminating Company (“CEI™), Columbus Southern Power
Company, Duke Energy Ohio (“Duke”), and Ohio Power Company (“OP”) will over-recover
their associated revenue responsibility over 2009. Accordingly, ODOD, having consulted with
the PBAB, proposes that the USF riders of each EDU be adjusted so as to generate the required

annual revenue indicated on the following table.

3 As previously noted, the current CSP and OP USF riders took effect in June 2008. These
riders were designed to recover the impact of the increases in the CSP and OP USF rider revenue
requirements resulting from the correction of the errors identified by ODQD in its Apnl 29, 2008
supplemental application in Case No. 07-661-EL-UNC over the final seven months of the 2008
collection period. Applying these seven-month rates to the twelve-month test-period sales
volumes will not accurately portray the annual pro forma revenue for CSP and OP. Thus, as
explained in the direct testimony of ODOD witness Donald A. Skaggs filed herein on October
31, 2008, the pro forma USF rider revenues for CSP and OP have been restated to reflect a
twelve-month recovery of the corrected revenue requirements approved by the Commission in
granting ODOD’s supplemental application in Case No. 07-661-EL-UNC.

5



Company Adjusted Test-Period Required Annual USF Rider Revenue
USF Rider Revenue USF Rider Revenue Surplus/Deficiency

CEl $ 17,094,866 $ 15,371,278 $ 1,723,588
CSsP 25,124,368 22 985,870 2,138,498
DPL 12,148,344 19,198,560 (7,050,216)
DUKE 22,630,983 20,386,647 2,244,336
OE 35,088,007 44,050,245 (8,962,238)
OP 26,411,260 20,263,229 6,148,030

TE 13,759,454 14,323,628 (564,174}
TOTALS $ 152,257,281 $ 156,579,457 (5 4.322,176)

8. As described in further detail in the direct testimony of ODOD witness Skaggs

filed herein on October 31, 2008, the revenue requirement that the proposed USF riders are
designed to generate consists of the elements identified below. These elements have been

determined in accordance with the methodology approved by the Commission in the NOI Order.

a. Cost of PIPP. The cost of PIPP component of the USF rider revenue

requirement is intended to reflect the total cost of electricity consumed by the company's

PIPP customers for the 12-month period January 2008 through December 2008 (the “test

period”), plus pre-PIPP balances, less all payments made by or on behalf of PIPP

customers, including agency payments, over the same penod. Because actual data for

October through December 2008 was not available at the time the amended application

was prepared, information from the corresponding months of 2007 was combined with

actual data from January through September of 2008 to determine the test-period cost of

PIPP. The calculation of the test-period cost of PIPP 1s shown in attached Exhibit A.

Certain elements of the tariffed rates of CEI, CSP, DP&L, OE, OP, and TE were adjusted




during 2008 pursuant to orders of this Commission. In addition, certain other
Commission-approved DP&L rate changes will take effect January 1, 2009. As
discussed in the direct and supplemental testimony of ODOD witness Skaggs, the impact
of these rate changes on the cost of PIPP must be recognized in establishing the USF
rider revenue requirements for these EDUs. The calculation of the adjustments, which
are explained in Mr. Skaggs’ supplemental testimony, are shown in attached Exhibits
A 1.athrough A.1.f. The cumulative effects of these adjustments are shown in the
Adjusted Test-Period Cost of PIPP column in attached Exhibit A 1.

b. Electric Partnership Program and Consumer Education Program Costs.
This element of the USF rider revenue requirement reflects the cost of the low-income
customer energy efficiency programs and the consumer education program, now referred
to collectively by ODOD as the “Electric Partnership Program” (*EPP*), and their
associated administrative costs, which are recovered through the USF riders pursuant to
Section 4928.52(A)2) and (3), Revised Code. ODOD’s proposed allowance for these
items of $14,946,196, which is identical to the allowance accepted by the Commuissicn in
all previous USF riders rate adjustment proceedings, is supported by the analysis
submitted by ODOD as Exhibit A to the NOI filed herein on June 5, 2008 and the direct
testimony of ODOD witness Skaggs filed herein on October 31, 2008. Consistent with
the NOI Order, this component of the USF rider revenue requirement is allocated to the
companies based on the ratio of their respective costs of PIPP to the total cost of PIPP.

The results of the aliocation are shown in attached Exhibit B.



c. Administrative Costs. This USF rider revenue requirement element
represents an allowance for the costs ODOD incurs in connection with its administration
of the PIPP program and is included as a revenue requirement component pursuant to
Section 4928.52(A)(3), Revised Code. As explained in the direct testimony ofODOD
witness Nick Sunday filed herein in on October 31, 2008, the proposed allowance for
administrative costs of 3;-2,021,589 has been determined in accordance with the
methodology approved by the Commission in the NOJ Order. The requested aflowance
for administrative costs has been allocated to the EDUs based on the number of PIPP
customer accounts as of April 2008, the test-period month exhibiting the highest PIPP
customer account totals. The results of the allocation are shown in attached Exhibit C.

d. December 31, 2008 PIPP Account Balances. Because the USF rider is
based on historical sales and historical PIPP enroliment patterns, the cost of PIPP
component aof an EDU's USF nider will, in actual practice, either over-recover or under-
recover its associated annual revenue requirement over the collection period. Over-
recovery creates a positive PIPP USF account balance for the company in question,
thereby reducing the amount needed on a forward-going basis to satisfy the USF rider
revenue requirement. Conversely, where under-recovery has created a negative PIPP
USF account balance as of the effective date of the new riders, there will be a shortfall in
the cash available to ODOD, which will impair its ability to make the PIPP
reimbursement payments due the EDUs on a timely basis. Thus, the amount of any
existing positive PIPP USF account balance must be deducted in determining the target
revenue lével the adjusted USF nider is to generate, while the deficit represented by a
negative PIPP USF account balance must be added to the associated revenue
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requirement. In this case, ODOD is requesting that its proposed USF riders be
implemented on a bills-rendered basis effective January 1, 2009. Accordingly, the USF
rider revenue requirement of each company has been adjusted by the amount of the
company's projected December 31, 2008 PIPP account balance so as to synchronize the
new riders with the EDU's PIPP USF account balance as of their effective date. This
conforms to the methodology approved by the Commission in the NOI Order. The
adjustment for each EDU is shown in attached Exhibit D.

e Reserve. ODOD has entered into agreements of understanding with each
of the EDUs pursuant to Rule 122:12-2-01(A), Ohio Administrative Code. These
agreements provide, infer alia, that ODOD will be assessed a carrying charge on all
ODOD monthly payments reimbursing the EDU for the cost of electricity delivered to
PIPP customers which are not received by the EDU by the specified due date. PIPP-
related cash flows fluctuate significantly throughout the year, due, in large measure, to
the weather-sensittve nature of electricity sales and PIPP enroliment behavior. As shown
on the test-period graph attached hereto as Exiubit E, these fluctuations will, from time-
to-time, resutt in negative PIPP USF account balances, which means that ODQD would
be unable to satisfy its payment obligation to the EDUs on a timely basis and, thus,
would incur carrying charges in those months. To address this problem, ODOD has
inciuded an allowance to create a reserve as an element of the USF rider revenue
requirement based on each EDU’s highest monthly deficit during the test period. The
Commission approved this methodology in its NOI Order in this case. The proposed
reserve component for each EDU is set forth in attached Exhibit F. As explained in the
direct testimony of ODOD witness Skaggs filed herein of October 31, 2008, the reserve
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components for CSP and OP have been adjusted to recognize that their actual April 2008
deficits — the highest test-period monthly deficits for both compames — overstate their
reserve requirements due to the impact of the errors in the CSP and OP USF rider
revenue requirements originally approved in Case No. 07-661-EL-UNC. See Case No.
07-661-EL-UNC, Finding and Order Dated May 28, 2008. The calculation of the
adjustments for CSP and OP are shown in attached Exhibits F.1 and F .2, respectively.

f Allowance for Interest. Although the methodology for calculating the

reserve component is designed to fully fund the EDU reserves on a pro forma basis by the
end of the 2009 collection period, because USF cash flows fluctuate considerably over
the course of the year, ODOD projects that it will still incur some carrying charges for
late PIPP reimbursement payments to the EDUs during 2009. Thus, ODOD has again
included an allowance for these interest costs as a component of the USF rider revenue -
requirement. This allowance was calculated based on a cash-flow analysis that projected
the daily PIPP USF account balances the proposed USF riders would produce. ODOD
then determined the number of late payment days these balances would represent and
applied the daily interest charge specified in the agreements of understanding to
determine the interest costs ODOD will incur. This methodology is consistent with that
approved in the NOI Order. The proposed interest allowance to be built into the USF
rider of each EDU is shown in attached Exhibit G.

h. Allowance for Undercollection. This component of the USF rider revenue
requirement is an adjustient to recognize that, due to the difference between amounts
billed through the USF rider and the amounts actually collected from EDU customers, the
rider will not generate the target revenues. In accordance with the methodology approved
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by the Commission in the NOI Order, the allowance for undercollection for each
company is based on the collection experience of that company. The allowance for
undercollection for each EDU is shown in attached Exhibit H.

i. Allowance for Audit Costs. As discussed in the direct testimony of
ODOD witness Skaggs filed herein on October 31, 2008, the USF Rider Working Group
(the “Working Group”)* recommended that ODOD engage 2 qualified, independent third
party to conduct audits of each EDUs’ PIPP-related accounting and reporting. Consistent
with the Working Group’s recommendation, the audits are staggered, with DP&L and the
FirstEnergy operating companies (CEL OE, and TE) scheduled to be audited in 2009.
Accordingly, in the NOI in this case, ODOD proposed that an aliowance for audit costs
of 340,000 be included as a component of the USF rider requirement of those EDUs to be
audited 1n 2009, with any difference between the allowance and the actual cost of the
audits to be trued up via the December 31, 2009 USF account balance element in next
year’s USF nider rate adjustment application. The Commission approved this preposal in
its NOI QOrder, and the revenue requirements proposed herein for DPL and the
FirstEnergy companies include this element.

J. Universal Service Fund Interest Offset. Section 4928.51(A), Revised

Code, provides that interest on the USF shall be credited to the fund. Although the fund
has, from time to time, generated interest income, ODOD, in the past, was routinely

forced to utilize such income to cover shortfalls resulting from the amounts by which the

* The USF Rider Working Group was formed pursuant to the stipulation approved by the
Commission in Case No. 03-2049-EL-UNC, and is charged with developing, reviewing and
recommending measures {o control the costs that ultimately must be recovered through the USF

rider.
11



actual cost of PIPP during the collection periods have exceeded the test-period cost of
PIPP built into the USF rider rates. In the ODOD-0CC settlement agreement in the NOI
phase of Case No. 05-717-EL-UNC, ODOD indicated that, in future cases, if it projected
that there would be any accrued interest on the fund available at year-end, ODOD would
offset this interest against the USF rider revenue requirement. However, the 2005 state
budget bill for the 2006-2007 biennium authorized the Office of Budget and Management
(“OBM”), through June 30, 2007, to transfer interest earned on various funds within the
state treasury 1o the General Revenue Fund (see Section 312.06 of HB 66). OBM
identified the Universal Service Fund (“USEF”)} as one of the funds subject to such interest
transfers, notwithstanding that SB 3 provided that interest on the USF would be credited
to the USF. Although ODOD opposed the use of USF interest for other purposes, OBM
did not reverse its position on this 1ssue. The 2007 state budget bill for fiscal years 2008
and 2009 continues to authorize this transfer of interest from the USF (see Section 512.03
of HB 119). Thus, there will be no USF interest available to ODOD as of December 31,

2008 to be used as an offset to the USF rider revenue requirement.

9. A summary schedule showing the USF rider component costs by company is

attached as Extubit I. ODOD proposes to recover the annual USF rider revenue requirement for

each company through a USF rider which incorporates the same two-step declining block rate

design approved by the Commission in all prior USF rider rate adjustment cases and the NOI

Order in this proceeding. The first block of the rate applies to all monthly consumption up to

and including 833,000 Kwh. The second rate block applies to all consumption above 833,000

Kwh per month. For each EDU, the rate per Kwh for the second block is set at the lower of the
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PIPP charge in effect in October 1999 or the per Kwh rate that would apply if the EDU’s annual
USF rider revenue requirement were to be recovered through a single block per Kwh rate. The
rate for the first block rate is set at the level necessary to produce the remainder of the EDU’s
annual USF rider revenue requirement. Thus, if the EDU’s October 1999 PIPP charge exceeds
the per Kwh rate that would apply if the EDU’s annual USF nder revenue requirement were to
be recovered through a single block per Kwh rate, a calculation shown in Exhibit J, the rate for

both consumption blocks would be the same. In this case, the October 1999 PIPP charge cap has

been triggered for each of the EDUS, so all the new USF rider rates proposed herein have the

dechining block feature. The following table compares the resulting proposed USF riders for

each EDU with the EDU’s current USF rider.

Current USF Rider Proposed USF Rider
Company
First Above First Above

833,000 Kwh 833,000 Kwh 833,000 Kwh 833,000 Kwh

CEIL $0.0009629 $0.0005680 $0.0008495 $ 0.0005680
CSP $0.0016196 3 0.0001830 $0.0013130 $ 0.0001830
DPL $0.0008796 3 0.0005700 30.0014757 $ 0.0005700
DUKE $0.0012176 $ 0.0004690 $0.0010857 $ 0.0004690
OE $0.0014760 $ 0.0010461 $0.0019474 $0.0010461
OP $0.0015491 $ 0.0001681 $0.0010601 $ 0.0001681
TE $0.0018007 $ 0.0005610 $0.0018964 $ 0.0005610

10.

Consistent with Section 4928.52(B), Revised Code, the proposed USF rider rates

set forth above for DPL, OE, and TE reflect the minimum increases necessary to produce the

additional revenues required to satisfy the respective USF rider revenue responsibility of those

companies. The proposed USF rider rate for CEL, CSP, Duke, and OP, which are lower than

their current rider rates, have also been set at the minimum level necessary to satisfy their

respective USF rider revenue responsibilities. If its application is granted, ODOD will, of
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course, consent to and approve the USF rider decreases for CEI, CSP, Duke, and OP as required

by Section 4928.52(B), Revised Code.

11.  In calculating the USF rider revenue requirement, ODOD has relied on certain
information reported by the EDUs. Although ODOD believes this information to be reliable,
ODOD has not performed an audit to verify the accuracy of this information. If any party
guestions or wishes to challenge the accuracy of this information, ODOD requests that the
Commission require such party to direct its inquiries to the EDU in question, either informally,

or through formal discovery.

13.  ODOD requests that, as a part of its order in this proceeding, the Commission
require that ODOD file its 2009 USF rider rate adjustment application no later than October 31,
2009, provide that the NOI procedure again be used in connection with the 2009 application, and

authorize the continuation of the Working Group.

14.  QODOD recognizes that the EDUs currently have SSO cases pending before the
Commission and that these cases are likely to result in increases in the rates and charges for
electric service delivered to PIPP customers effective January 1, 2009 or thereafier. ODOD
requests that the Commission allow this docket to remain open to permit ODOD to file a
supplemental application for approval of necessary adjustments of the USF rider rates approved
herein to reflect the impact of these rate increases on the USF rider revenue requirements once
the increases are known. In the event USF rider rate adjustments are necessary to reflect the

ultimate disposition of issues identified in the Supplement to the NOI addressing the reports of
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the results of the CSP, OP, and Duke audits, ODOD reserves the right to propose such

adjustments in its supplemental application.

WHEREFORE, ODOD respectfully requests that the Commission permit this matter to
proceed to hearing on December 8, 2008 in accordance with the attorney examiner’s entry in this
docket of November 21, 2008, and issue an order (1) finding that USF rider rate adjustments
proposed in the amended application represent the minimum adjustments necessary to provide
the revenues necessary to satisfy the respective USF rider revenue requirements; (2) granting the
amended application; and (3) directing the EDU's to incorporate the new USF rider rates

approved therein in their filed tanffs, to be effective January 1, 2009 on a bills-rendered basis.

Respectfully submitted,
[/

. 7ACE v —
Lee Fisher Barth E. Royer
Lt. Governor of Ohio Beli & Royer Co., LPA
Director, Ohio Department of Development 33 South Grant Avenue
77 South High Street Columbus, Ohio 43215-3900
P.O. Box. 1001 (614) 228-0704
Columbus, Ohio 43216-1001 (614} 228-0201 (Fax}

Attorney for
The Ohio Department of Development

Candace M. Jones

Chief Legal Counsel

Ohio Depariment of Development
77 South High Street

P.O. Box 1001

Columbus, Ohio 43216-1001
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CSP
oP

DUKE
DPL
CEl
OE

TE
Total:

Test-Period Cost of PIPP

Exhibit A

Reimbursement Customer and Cost of
Electical Service Pre-PIPP Agency Payments P{PP
$46,934,387 $3,417,913 $32,321,300 $18,031,000
$47,890,445 $3,291,340 334,624,965 $16,556,819
$24,860,718 $5,187,540 $13,174,874 $16,873,384
$26,687,981 $3,021,376 $17,487,393 $12,221,965
$37,651,353 $3,070,504 $26,366,141 $14,355,716
$71,926,413 $6,085,357 $46,456,677 $31,555,093
$20,703,143 $2,562,197 $12,987,335 $10,278,004
$276,654,440 $26,636,227 $183,418,685 $119,871,981




csp’
op?
Duke
DPL?
cEl
OE®
TE®

Adjusted Test-Period Cost of PIPP

2008 2008 2009 Adjusted
Test Period EDUY EDU EDU Test-Period
Costof PIPP | Rate Increases | Rate Decreases | Rate Increases| Costof PIPP
B0, L—sw 16,630,
$16,556,819 $01,877 ($380,343) $0 $16,199,353
$16,873,384 %0 $0 $0 $16,873,384
$12,221 965 $9,192 $156,647) $1,777.996 $13,852,506
$14,355,716 $95 495 50 $0|  $14,451.213
$31,555,093 $637 130 $0 - %0 $32,192.223
$10,278,004 §$1561,898 $0 %0 $10,439 902
$119,871,951 $1,088015 (32,078,681} $1.777956 $120,638,312

1- See Exhibit A.1.a
2- See Exhibit A.1.b
3- See ExhibitA.1.c
4- See Exhibit A.t.d

5- See Exhibit A1.e
6- See Exhibit A1 f

Exhibit A1



Adjustment to Generation Service

Columbus Southern Power
Adjustments to the Cost of PIPP

Surcharge

Percentage
3.8270400%
1.10D7600%
4 4158800%

$132,421.57

(1,532,661.10)
($1,400,269.52)

[ Utility Month Generation Services | Monthly Adjustment |
CsP QCTO7 $1,384,341.17 $8,151.55
NOVO7 $1,345,833.3 $7,924.80
DECQO7 $1,616,049.0 $53,573.96
JANDS $1,883,483.5 562 771.25
FEBO8 $1,873,854.45] $132,421.57 Total
MAROSB $1,874,138.03
APROB8 $1,735,156.67
MAYODB $1,482,864.64
JUNOS $1,977,579.55 Effective Date
JULOS $2,410,578.10 May 07
ALIGDS $2 502 226.86 Dec 07
SEPQS $2,243,970.30 FebDB
$22 340,115.62
Removal of Regulatory Assets Rider
Adjustments
I Utility Month PIPF KWH Generation Service:
CsP OCTO7 30,604,806 Regulatory Asset:
NOVO? 32312134 Total:
DECO7 45,916,310
JANOS 55,030,447
FEB08 53 461,298
MAROS 54,276,901
APROB 44,738,381
MAYO8 32,323,122
JUNQB 35,661,631
JULOS 41,559,820
AUGOR 46,126,612
SEPOS 40,805,377
513,825,839
Rider: $0.0029829

$1,532,691.10

A.l.a



Adjustment to Generation Service

Alb

Qhio Power
Adjustments to the Cost of PIPP

i Utility Month Generation Services| Monthly Adjustment |

oP OCTO7 $1,375,675.14 ($10,331.19)
NOVO7 $1,499,185.47 {$9,687.10)
DECO7 $2,170,188.14 $36,026.62
JANOS $2.872,730.1 $14,968.36
FEBO8 $2,782,571. $31,876.69 Total
MAROS $2,755,604.1
APROSB $2,268,609.0 Surcharge
MAYOB $1.629077.41 Efiective Date Percentage
JUNOB 51,752,996 .21 MAYQ7 1.2640400%
JULOB $1,940 4742 DECO7 -1.1804800%
AUGO8 $1,990,483.01 FEBGB 0.5210500%
SEPO8 $1,811,549.2

$24,849,047 57

Removal of Regulatory Assets Rider

[ Utility Month PIPE KWH |
oP oCT07 35,218,607
NOVO7 38,104,291
DECO7 57,513,411
JANOS 130,836,394
FEBOB $0.0029758
MARO8 $389,342.94
APROS
MAYO8
JUNOSB
JULOS
AUGO8

SEPD8

Adjustments
Generation Service:  $31,876.69

Regulatory Asset: ($389,342 94)
Total: ($357 466.25)




Dayton Power and Light
Adjustments to the Cost of PIPP

DPL
2008 Rate Adjustment
PJM Admin Fee Increase
Implemented 5/1/08

$510,686,95
Increase: 1.80%
$0,182.37

DPL
2008 Rate Adjustment
Storm Recovery Rider Withdrawn
Inplemented 7/25/08

$751,065.66
oo ¥790,237 15
... 3650,872.72

$

.. $554,071.80
$844,570.08
$6.752,016.56
232%
Reduction: $156,646 76

Total 2008 Decrease: ($147,454.42)

Total 2009 Increase: $1.777.996 25
Total: $1,630,541 .83

DPL
2009 Rate Adjustment
Environmental investment Rider Increase
Effective 1/1/09

e H1,076,656.55
. $672,791.59

' $908,664.03

... $1,002.758 68

$13,782,216.65
increaae: 5.40%

$744,277.50

DPL
2009 Rate Adjustment
Residential Discount Expires
Effective 1/1/09

$13,782,216 65
Increase: 7.50%

$1,033,718.75

Alc




Cleveland Electric lHluminating
Adjustment to the Cost of PIPP

CEl OCTO07 $182,876
NOVOY $168,136

DECO07 $199,915

JANOS $234,732

FEBO8 $223,700

MAROS8 $236,493

APRO8 $196,922

MAYO08 $183,456

JUNOB $210,236
$1,836,468

5.2% Increase: $95,496

A.1d



A.l.e

Ohio Edison
Adjustment to the Cost of PIPP

OE  |OoCTo7 | $347,365.22

NOVO7 $346,180.28
DECO07 $438,003.11
JANOB $515,369.94
FEBO8 $505,203.14
MAROS $523,753.45
APROS $454,735.11
MAY08 $363,065.90
JUNO8 $415,099.79

$3,908,775.94

16.3% Increase: $637.130



Toledo Edison
Adjustment to the Cost of PIPP

€ |ocTo7

$103.991 85

:sis ]

$105,553.74
$134,064 .41
$151,167.29
$153,163.22]
$160,577.93
$134,962.35
$110,242.60
$128,010.47

13.7% Increase:

$1,181,733.86

$161,898

Af



CSP
OP
Duke
DPL
CEl
OE
TE

Exhibit B

1- Company Cost of PIPP divided by Total Cost of PIPP of $120,639,312

Allocation of
Electric Partnership Program and Consumer
Education Costs
Percent Total Allocated
Cost of PIPP Cost of PIPP’ EPP/CE EPP/CE

$16,630,730 0.1379 $14,946,196 $2,060,408
$16,198,353 0.1343 $14,946,196 32,006,964
$16,873,384 0.1399 $14,946 196 $2,090,470
$13,852,506 0.1148 $14,946,196 $1,716,209
$14 451,213 0.1198 314,946,196 $1,790,384
$32,192,223 0.2668| $14,946,196 $3,988,346
$10,439,902 0.0865 $14,946,196 $1,293.416

$120,639,312 $14,946,196



Allocation of
Administrative Costs'
Customers ADM Costs Administratve
Company April-08 per Customer® Costs®

CsSP 37,431 $7.90 $295,740
OP 38,489 $7.90 $304,099
DUKE 21,257 $7.90 $167.950
DPL 24 058 $7.90 $190,081
CEl 46 417 $7.90 $366,738
OE 67.652 $7.90 $534,514
TE 20,563 $7.90 $162 467
255 867 $2,021,589

1- Data source: USF Monthly Remittance Reports

2- Cost per Cusiomer equals total Adm Costsftotal Customers.

3- Cost per company equals humber of customers times cost per customer.

Exhibit C



Exhibit D

Projected
USF Account Balances
December 31, 2008
Balance
Company 12/31/08
CSP $487,961
OP $3,293,316
Duke $1,060,612
DPL ($510,646)
CEI $2,297,841
OE $157,435
TE $510,946

Total: $7,297 465
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Exhibit F

Calculation of Annual Reserve Component

Largest Monthly Cash Deficit’
Company Month Deficit
CSP APROS ($4,216,838)
OoP APROS ($4,837,692)
DUKE OCTO07 ($2,086,021)
DPL JUNO8 ($2,315,151)
CEl MAYO0S8 ($820,192)

OE JUNO8 ($6,853,298)
TE APROS8 ($2,519,061)
Totals: ($23,648,254)

1- The Reserve was set at the largest defict during the test year.



Projected
Interest Requirements

Interest
Payments

$40,256
$5,805

Company

Duke $0

DPL $58,495

CEl $46,880

OE $158,797

|  TE __ $13,077

Total: $323,309

Exhibit G




Exhibit H

Allowance for Undercollection

Estimated
Company Undercollection
CSP $229,859
OP $202,632
Duke $229.432
DPL $515,472
CEl $153,713
OE $440,502
TE $366,651

Total: $2,138,262



Exhibit |

USF Component Costs
CEl Duke CSP DPL
Cost of PIPP 514,451,213 $16,873.384 316630730 } $13,852,506
EPP/CE $1,790,384 $2,090,470 $2,050,408 $1,716,209
Administration $366,738 $167,950 $295 740 $190,681
Audi $40,000 $0 50 540,000
Account Balance 12/31 ($2,297,841) ($1,080,612) (3487 861) $510,646
Reserve $820,182 $2.085,021 1 $4.216 838 $2.315,151
Interest $48, 880 $0 540,256 $58 495
Adjustment for Undercollection $153,713 $229,432 $229,850 $515,472
$15,371,278 | 520,986,647 | 922,965,870 | _ $19.198,560
OE OP ) TE
Cost of PIPP $32,152,223 $16,199 353 $10,439,.502
EPPICE $3,988,346 $2,006,965 $1,293.416
Administration1 $534,514 $304,089 $162 467
Audit $40,000 $0 $40,000
Account Balance 12/31 ($157.435) ($3,293,316) {$510,94B)
Reserve $6,853,208 $4,837 892 $2,519,061
interest $158,797 358 $13,077
Adjustment for Undercollection $440,502 $202,6. $366,651
I"m $20,263,200] _ $14.323,628




Calculation of USF Costs/Kwh

Exhibit J

KWH Required Indicated
Company Sales’ Revenue Costs/KWH
CSP 22,427,367,611 $22,985,870 | $0.0010249
op 28,221,046,671 $20,263,229 | $0.0007180
Duke 21,309,240,995 | $20,386,647 | $0.0009567
DPL 14,897,618,324 | $19,198,560 | $0.0012887 :
CEl 19,525,883,063 | $15,371,278 | $0.0007872
OE 25,700,038,528 | $44,050,245 | $0.0017140
TE 10,484,503,044 | $14,323,628 | $0.0013662
Total: 142,565,698,226 $156,579,457

1- KWH Sales were sales reported for the last twelve months {Oct07-Sep08).




CERTIFICATE OF SERVICE

1 hereby certify that a true copy of the forepoing application has been served upon the
following parties by first class mail, postage prepaid, this 26th day of November 2008.

Marvin I. Resnik

Steven T. Nourse

AEP Service Corporation
1 Riverside Plaza
Columbus, Qhio 43215

Randall Griffin

Judi Sobecki

The Dayton Power & Light Company
MacGregor Park

1065 Woodman Avenue

Dayton, Ohio 45432

Paul Colbert

Duke Energy

155 East Broad Street
Columbus, Ohio 43215

Kathy Kolich
FirstEnergy Corp.

76 South Main Street
Akron, Ohio 44308

Janine Migden-Ostrander
Ann Hotz

Richard Reese
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TESTIMONY OF NICK SUNDAY

On Behalf of The Ohio Department of Development
Please state your name and business address.
My name is Nick Sunday. My business address is Ohio Department of Development
("ODOD"), 77 Scuth High Street, 25th Floor, Columbus, Ohio 43216-1001.
By whomn are you employed and in what capacity?
1 am employed by ODOD as Office Chief of ODOD’s Office of Community Services
(“OCS8™), an office within ODOD’s Community Development Division.
Please briefly describe your professional esperience and educational backgronad.
I have been with ODOD since 1981. Prior to my appointment as Office Chief in 2003, 1
served as OCS’s Assistant Office Chief from 1985 to 2003 and as OCS’s Chief Financial
Officer from 1981 to 1985. I am a graduate of Franklin University with degrees in
Business and Finance, and have done graduate work at Capital University in Corporate
Fmance.
What are your duties and responsibilities as O0CS’s Office Chief?
OCS administers a number of energy assistance programs for low-income utility
customers, including the federally-funded Low-Income Home Energy Assistance Program
(“LIHEAP”), the federally-funded Community Service Block Grant (“CSBG”) program,
and the electric Percentage of Income Payment Plan (“PIPP”) program, which is funded
from the state treasury’s Universal Service Fund (“USF”). As Office Chief, T have overall
responsibility for administering the funds that support these programs. I also have
management responsibility for the day-to-day operations of OCS, which now has some 72

employees.
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Have you previously testified before this Commission?

Yes. I presented testimony on behalf of ODOD in the last two annual USF rider rate
adjustment proceedings, Case Nos. 06-751-EL-UNC and 07-661-EL-UNC.

What is the purpose of your testimony in this case?

The purpose of my testimony is to support the $2,021,589 allowance for costs associated
with ODOD’s administration of the PIPP program that has been included in the USF rider
revenue requirement proposed by ODOD in its application in this case.

What standard did you employ in determining the proposed allowance for
administrative costs associated with the PIPP program?

As a part of a setilement agreement ODOD entered into with the Office of the Ohio
Consumers’ Coungel (“OCC”) in the Notice of Intent (“NOTI”) phase of ODOD’s 2005
USF rider rate adjustment proceeding (Case No. 05-717-EL-UNC), ODOD agreed that,
in future USF nider rate adjustment proceedings, ODOD’s proposed allowance for
administrative costs would be based on the administrative costs actually incurred during
the test period, subject to such adjustment(s), plus or minus, for reasonably anticipated
post-test period cost changes as may be necessary to assure, to the extent possible, that
the administrative cost component of the USF rider revenue requirement will recover the
administrative costs incurred during the collection year. The use of this methodology for
determining the allowance for administrative costs was also a condition of the stipulation
adopted by the Commission in its September 10, 2008 finding and order in the NOI phase
of this proceeding. I have determined the proposed allowance for administrative costs

using this standard.
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How did you identify the costs actually incurred by ODOD during the test period in
connection with its administration of the PYPP program?

1t is my understanding that the approved test period in this case is calendar year 2008.
However, ODOD’s accounting is based on the state fiscal year, which is the twelve
months ending June 30, not the calendar year. Thus, 1 relied on OCS’s FY 2008 (the
twelve months ending June 30, 2008) accounting records to identify the costs actually
incurred by ODOD in connection with its administration of the PIPP program. Limiting
the analysis to OCS’s accounting records assures that the administrative costs of other
customer assistance programs funded through the USF, but managed by another office
within ODOD, are not included in the proposed allowance.

You indicated that OCS has responsibilities other than the administration of the
PIPP program. For accounting purposes, how does OCS distinguish between the
costs incurred in connection with its administration of the PIPP program and the
costs associated with these other activities?

This depends on the nature of the costs involved. As shown on Exhibit NS-1 to my
testimony, OCS breaks its costs down into six categories for accounting and budget
purposes: (1) Payroll, (2) Terp Staff/ Agencies, (3) Consultants / Mail Services, (4)
Indirect Costs, (5) Maintenance, and (6) Equipment. In some instances, costs are directly
assigned to PIPP administration, while, in others, costs are allocated to PIPP
administration based on OCS’s estimates of the portion of the total costs in the category
that relate to this function. The costs identified in the column headed “FY 2008 Actual

Expenses” are the costs that were coded by OCS as PIPP administrative costs when they
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were entered into the state accounting system during FY 2008. 1 would point out that
PIPP administrative costs make up a relatively small percentage of OCS’s total costs and
budget.

What costs are included in the Payroll category?

The Payroll category includes the salaries and employee benefits for the members of the
OCS staff.

Do OCS staff members report their fime in a manner that permits OCS to track the
employee hours that are chargeable to PIPP administration as opposed to other
OCS activities?

OCS staff members in the Administrative and Support Unit, the Fiscal Unit, Grantee
Services (formerly known as the Research and Planning Unit), and the Field Unit record
their time by activity in a daily log known as Form OCS 149-96. An example Qf a
completed Form OCS 149-96 is attached to my testimony as Exhibit NS-2. Employees
report the hours spent on PIPP-related activities on the line designated “TOTAL HRS —
USF.” These logs enable OCS to directly assign the payroll dollars associated with PIPP-
related activities of the employees in these units to PIPP administration in entering the
costs into the state accounting system. However, OCS employees in other units within the
office do not report their time by activity, so, in those instances, the OCS fiscal unit must
estimate the percentage of their time to be coded to PIPP administration based on an
exercise of informed pudgment as to the hours the employees devote to PIPP-related
matters as opposed to other activities. The $403,831.53 that was coded to PIPP

administration in FY 2008 represents approximately 12.55 percent of the total OCS
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payroll costs for that period.

The actual USF-related payroll cost of $403,831.53 for FY 2008 shown on Exhibit
NS-1 is lower than the $495,444.65 in actual PIPP-related payroll costs for FY 2007
that you reported in your testimony in Case No. 07-661-EL-UNC and considerably
below the $561,320.70 in actual PIPP-related payroll costs for FY 2007 that you
reported in your testimony in Case No. 06-751-EL-UNC. What accounts for this
decrease?

This difference is simply a function of the year-to-year difference in the OCS employee
time assigned and allocated to USF activities. As 1 indicated in my testimony in Case No.
07-661-EL-UNC, the decrease between FY 2006 and FY 2007 was largely attributabie to
the completion of the development and start-up of Phase I of the Ohio Community Energy
and Assistance Network (“OCEAN”) during FY 2007. This web-based application
system was designed to facilitate PIPP enrollment and PIPP customer eligibility
verification and reverification, The streamlining of these processes meant that fewer OCS
employee hours were required in connection with these activities in FY 2007 than in FY
2006. The fact that Phase [ of QCEAN was in place throughout FY 2008 resulted even
greater savings in OCS employee PIPP-related time than in FY 2007

What costs are included in the Temp Staff / Agency category?

OCS hires temporary employees to perform customer intake and screening functions for
both PIPP and HEAP assistance and to staff telephone hotlines to provide information
regarding both these programs. Temporary employees are used to perform these

functions because the need for these services fluctuates significantly during the year. OCS
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also contracts with community action agencies to perform intake and screening. The
temporary personnel costs associated the operation of the hotline are allocated to PIPP
administration based on the percentage of PIPP-related calls to total calls to the hotline.
Intake and screening costs are allocated based on the number of PIPP applications
processed versus the total number of applications processed. The $666,414.41 shown as
Temp Staff / Agency costs in Exhibit NS-1 is the amount that was coded as PIPP-related
temporary employee and agency costs in FY 2008.

In your testimony in Case No. 07-661-EL-UNC, you reported actual FY 2007
expenditures in the Temp Staff / Agency category of $241,462.06. Why are the
actnal FY 2007 expenditures in this category so much higher?

There has been a significant increase in PIPP-related activity, which includes both
applications and reverifications, since FY 2007. In fact, there were over 25,000 more
PIPP enrollments during the highest month of enrollment activity in FY 2008 than during
the highest month of FY 2007. ‘Thus, despite the fact that all 52 community action
agencies now utilize the OCEAN system, the need for temporary workers and agency
contract services still increased significantly during periods of heavy PIPP enrollment
activity.

What costs are included in the Consultants / Mail Services category?

The Consultants category includes costs incurred by OCS in FY 2008 for outside
professional services, including legal services, in connection with its administration of the
PIPP program. These costs are directly assigned to PIPP administration when they are

entered into the state accounting system. Mail Services costs are the costs associated with
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mail opening, document imaging, and keying in information in connection with processing
applications. OCS contracts these services out. For accounting purposes, these costs are
aflocated to PIPP administration based on the number of PIPP applications received versus
the total number of applications received.

The actual FY 2008 expenditures in this category are significantly lower than the FY
2007 expenditures you reported in Case No. 07-661-EL-UNC — $237,101.75 in FY
2008 versus $ 324,624.22 in FY 2007. To what is this difference attributable?

The FY 2007 numbers still included some costs associated with the development and
start-up of Phase I of OCEAN. The fact that these first-phase OCEAN costs are now
totally behind us accounts for much of the difference in actual expenditures in the
Consultant / Mail Service category between FY 2008 and FY 2007.

The next line item on Exhibit NS-1 is titled Indirect Costs. What are Indirect
Costs?

The Ohio Department of Administrative Services (“DAS”) periodically determines a
specified percentage of total payroll that OCS must pay to DAS for overhead. In addition
to a contribution ODOD’s general operating costs, these Indirect Costs also include a
contribution to DAS’s costs. The specified payroll percentage is currently 42.10 percent.
However, applying this percentage to the PIPP-related payroll cost for FY 2008 will not
produce the PIPP-related Indirect Costs actually incurred during FY 2008 because these
payments are not made to DAS until the quarter following the quarter in which the payroll
costs on which they are based. Accordingly, the $152,164.07 figure shown in Exhibit

NS-1 represents the total payments for PIPP-related Indirect Costs actually made to DAS
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during FY 2008, and is not the product of applying the specified percentage to the OCS
PIPP-related payroll casts incurred during that period.

What costs are included in the Maintenance category?

The Maintenance category includes the cost of supplies, communications services, and the
like that are necessary for OCS’s day-to-day oper;u:ions. The $51,164.07 shown on
Exhibit NS-1 for this line item is the portion of OCS’s total maintenance costs coded to
PIPP administration during FY 2008.

In this instance, the actual FY 2008 costs are considerably higher than the actual FY
2007 costs of $5,428.20 you reported in your testimony in Case No. 07-661-EL-UNC.
What accounts for this difference?

As T noted in my testimony in that case, FY 2007 maintenance costs were abnormally low
compared to our historical experience. The FY 2008 amount includes the maintenance
costs for the OCEAN servers, which were ail in place during FY 2008. This 1s an annual
cost that will continue to be incurred in future years.

What costs are included in the Equipment category shown on Exhibit NS-1?

This category includes the cost of equipment puschased to enable OCS to administer the
PIPP program. The $146,851.10 shown on Exhibit NS-1 for this line item consists
primarily of the cost of computers and related equipment and the associated vendor
support services.

What was the itotal cost actually incurred by OCS during FY 2008 in connection

with its administration of the PIPP program?
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As shown in Exhibit NS-1 to my testimony, the total actual cost for FY 2008 was
$1,657,335.43.

You indicated that, under the agreed methodology, the proposed allowance for
administrative costs is to be based on costs actually incurred during the test period,
subject to such adjustment(s), plus or minus, for reasonably anticipated post-test
period cost changes as may be necessary to assure, to the extent possible, that the
administrative cost component of the USF rider revenue requirement will recover
the administrative costs incurred during the collection year. Have you proposed any
such adjustments?

As | indicated, the costs shown in the FY 2008 Actual Expenses column in Exhibit NS-1
are the costs actually incurred by OCS in comnection with PIPP administration during FY
2008, which is the twelve-month period ending June 30, 2008. However, if the
administrative cost components of the USF rider rates established in this case are to
recover the costs that will be incurred during the 2009 collection year, reasonably
anticipated cost changes must be recognized. To accomplish this, 1 have relied on the
approved OCS budget for PIPP-related costs for the state’s 2009 fiscal year.

What amount has OCS budgeted for PIPP administration in its FY 2009 budget?
As shown in the column headed FY 2009 Approved Budget in Exhibit NS-1, OCS has
budgeted $2,021,589 for PIPP administration for the twelve-month peried ending June 30,
2009.

How was the FY 2009 budget for PIPP administration developed?

The methodology depends on the category involved. In developing the budget for the
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Payroll category, OCS began with the FY 2008 actual PIPP-related payroll costs of
$403,831.53, then made two necessary adjustments. In April of 2008, OCS added 15
employees, bringing the total number of employees to 72. Although the last few months
of FY 2008 reflected the impact of this increase m personnel on PIPP-related payroll
costs, the impact of this increase had to be annualized so that the budget would reflect the
costs anticipated over the cousse of FY 2009. The resulting figure was then adjusted
upward by 3.5 percent to annualize the effect of the hourly wage increase that became
effective July 1, 2008 under the state employee collective bargaining agreement. Because
Indirect Costs are tied to payroll, the FY 2009 budget amount for Indirect Costs was also
adjusted to reflect the impact of both the increase in OCS staff and the wage increase.
Both the Payroll and Indirect Cost numbers were then converted to round numbers, which
is standard practice in preparing budgets.

In your testimony in Case No. 06-751-EL-UNC, you indicated that the budgeted
amounts for the other linc items were determined by rounding up the actual FY
2006 costs in these categories, which yon described as a conventional treatment in
developing budgets. However, Exhibit NS-1 shows approved FY 2009 budget
amounts for some of these other categories that are significantly different from the
actual FY 2008 costs. Please explain why you did not simply employ the rounding
convention in connection with these items in developing the FY 2009 budget for
USF-related costs.

Although the actual costs incurred in these categories in the prior fiscal year are the

starting point for developing the budget, those costs must be adjusted to recognize
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anticipated changes if the budget amounts are to reasonably reflect the cost of OCS’s
PIPP-related operations on a going-forward basis. One of the primary drivers for
adjustments to the actual FY 2008 costs is Phase 1I of the OCEAN project.

What does Phase II of the OCEAN project entail?

OCEAN’s capabilities have been expanded to include processing applications related to
the Electric Partnership Program and the Home Weatherization Assistance Program.
Haw does the status of Phase II of the OCEAN project affect projected expenditures
in the Temp Staff / Agency category?

Although, over the long term, Phase Il of OCEAN will reduce expenditures in thig
category, additional costs will be incurred in FY 2009 for training agency personnel in the
use of these new capabilities. Thus, the actual FY 2008 expenditure in the Temp Staff /
Agency category of $666,414.41 was adjusted to $600,000 for purposes of the FY 2009
to balance the expected cost savings with the estimate of the additional training costs that
will be incurred in FY 2009.

Will Phase I of the OCEAN project also affect the level of expenditures in the
Consultants / Mail Services category?

Yes. The level of expenditures for consulting services will increase as the costs of
developing and deploying these new OCEAN capabilities are incurred. Accordingly, FY
2009 budget estimate of $476,589 for this category includes an estimate of these
additional costs.

As shown in Exhibit NS-1, the FY 2008 budget amount of $50,000 for the

Maintenance line item is essentially the same as the $51,164,07 in costs actually
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incurred in this category in FY 2008, Does this indicate that OCS believes that the
FY 2008 experience is representative of what can be expected in FY 20097

Yes. In discussing this line item in my testimony in Case No. 07-661-EL-UNC, 1 noted
out that the actual FY 2007 expenditures in this category of $5,428 20 appeared to be
somewhat abnormal, in that the annual PIPP-related maintenance costs had, historically,
been considerably higher. As an example, I pointed to FY 2006, where the actual
maintenance costs were $47,628.04. Thus, we have continued to use the same $50,000
estimate for the FY 2009 budget that we used in the FY 2007 and FY 2008 budgets.
The FY 2009 budget amount of $20,000 for the Equipment category is considerably
less than the actual FY 2008 expenditures of $148,858.10. Please explain,

As I explained in my testimony in Case No. 07-661-EL-UNC, OCS anticipated ODOD’s
purchase of an additional server in FY 2008 for use in conjunction with COGNOS, the
state administrative agency reporting system, as well as a general upgrade of staff
equipment. Thus, the FY 2008 Equipment budget was intended to reflect the portion of
those costs that would be allocated to OCS, and then reallocated among OCS’s various
functions, including PIPP administration. As indicated in Exhibit NS-1, actual FY 2008
expenditures in this category totaled $148,858.10, which proved to be an extraordinarily
good fit with the FY 2008 budget estimate of $150,000. However, these costs are now
behind us, and OCS believes that FY 2009 budget amount of $20,000 will be adequate for
the coming fiscal vear.

Do you believe the amount budgeted by OCS for PIFP administration for FY 2009

reasonably reflects the costs OCS will incur during the period the USF rider rates
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approved in this proceeding will be in effect?

Yes. The goal in preparing the budget is to project, as accurately as possible, the cost
OCS will incur for PIPP administration over the next year. This is the same goal we are
trying to achieve in developing the proposed allowance for administrative costs for
purposes of this case. The FY 2009 budget amount for PIPP administrative costs
represents our best estimate of those costs, and, thus, is the appropriate benchmark to use
in establishing the administrative cost component of the USF rider revenue requirement.
In addition, I would note that ratepayers will be made whole in the 2009 USF nider rate
adjustment case in the event the budget amount exceeds the actual costs incurred by GCS
for PIPP admunistration during the 2008 collection period. As explained in the testimony
of ODOD witness Donald Skaggs, the projected year-end USF account balance element of
the USF rider revenue requirement will true-up any such difference.

How does the $2,021,589 allowance for administrative costs proposed in this case
compare to the allowance approved by the Commission in recent USF rider rate
proceedings?

In last year’s USF nider rate adjustment case, Case No. 07-661-EL-UNC, ODOD
proposed, and the Commission approved, an allowance for administrative costs of
$1,965,000. This was considerably less than the $2,738,000 allowance proposed and
approved in the previous case, Case No. 06-751-EL-UNC, which was the first case in
which the allowance was determined based on the methodology specified by the ODOD-
OCC settlement agreement 1o which 1 previously referred. As I have explained, much of

the difference between that allowance in that case and the much lower allowances
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proposed in Case No. 07-661-EL-UNC and in this case is attributable to the Phase 1
OCEAN-related costs incurred in FY 2006 and the savings in FY 2007 and FY 2008
resulting from the implementation of the OCEAN system. In the three prior cases (Case
Nos. 03-2049-EL-UNC, 04-1616-EL-UNC, and 05-717-EL-UNC), ODOD proposed,
and the Commission approved, the same $1,578,000 annual administrative cost allowance
proposed and approved in Case No. 02-2868-EL-UNC. This was down from the
allowance for administrative costs of $1,932,561 accepted by the Commission in
establishing the original USF riders in the electric transition plan cases of the state’s
electric distribution utilities (“EDUs™) and in approving the new USF riders proposed in
the first USR rider rate adjustment proceeding, Case No. 01-2411-EL-UNC.
If ODOD was able to carry out its responsibilities for administering the PIPP
program with an annual allowance for administrative costs of $1,578,000 for a
number of years, why should the Commission approve the $2,021,589 allowance that
you propose in this case?
OCS has the absolute responsibility to administer the PIPP program regardless of the
amount of cash the administrative cost components of the USF rider rates actually
generate on an annual basis. OCS cannot encumber funds for purposes of paying the cost
of PIPP administration unless it has sufficient cash on hand to support those expenditures.
Although the USF rider rates are designed to generate a specific annual pro forma
revenue amount to cover PIPP-related administrative costs, this does not mean that
ODOD always has cash on hand from USF rider collections to support the payment of

PIPP-related costs as they become due. Due to significant fluctuations in the cost of PIPP
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aver the course of a year, the USF cash balances will, at times, go negative, leaving OCS
with insufficient revenues to pay the costs of PIPP administration. Thus, OCS’s fiscal unit
must “make the numbers work™ nc matter how many dollars are actually availabie.

Please explain.

As the monthly USF rider collections come in from the EDUs, ODOD distributes those
revenues based on a formula that recognizes the various USF rider revenue requirement
components those revenues are intended to support. However, aithough ODOD’s
practice is to “pay” the PIPP administrative cost component bucket in full each month, the
USEF rider rates will not generate the total annual allowance for administrative costs they
were designed to produce until the end of the collection year. In the years immediately
following the transfer of responsibility for the PIPP program to ODOD, OCS addressed
this problem by ascribing little or no cost to the PIPP admimstration function for
accounting purposes and relying primarily on cash balances earmarked for other purposes
to support its administration of the PIPP program. This permitted OCS to build up a
surplus in the PIPP administrative cost bucket. After two years’ experience, ODOD got a
better handle on the actual costs associated with administering the PIPP program, end
used this surplus to reduce the requested allowance for administrative costs in its 2002
USF rider rate adjustment case and to “pay back” some of the cash it had “borrowed”
from other sources to operate the PIPP program in the first two years. In the interest of
keeping the USF nider rates as low as possible, ODOD continued to propose the same
$1,578,000 allowance for administrative costs approved in the 2002 case in subsequent

applications, notwithstanding that the actual costs of PIPP administration were
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approximately $1.9 million in FY 2003, $2.4 million in FY 2004, $2.1 million in FY 2005,
and $2.653 million in FY 2006. To support the payment of these costs as they became
due, the OCS fiscal unit again had to “make the numbers work” by relying on cash
balances earmarked for other purposes and by charging certain costs to other programs
even though some or all of those costs should have been allocated to PIPP administration.
What additional sources of cash did OCS rely on to permit it to pay PIPP
administration expenses as they became due in those years?

OCS rehed primarily on funds earmarked for the LIHEAP program and the interest on the
USF generated during periods when the USF had a surplus. More recently, OCS also
supported payments for PIPP administration costs with funds from the Temporary
Assistance for Needy Families (“TANF”) program that were passed through to ODOD
from the Department of Jobs and Family Services.

If ODOD was able to “make do” with a $1,578,000 annual allowance for
administrative costs in the past, why is it proposing a higher allowance in its
application in this case?

First, as a matter of principle, the USF rider rate should support the cost of administering
the PIPP program as contemplated by the legislation that transferred responsibility for the
administration of the PIPP program to ODOD. Indeed, the standard for determining the
allowance for administrative costs set forth in ODOD-OCC settlement agreement and
implicitly recognizes this principle. Second, certain of the funding sources upon which
OCS has relied in the past to support the cost of administening the PIPP program are no

longer available. For example, as explained in the application, USF interest is no longer
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available for use by ODOD, nor are TANF funds. | Finally, even with the proposed
increase in the level of the allowance, the cash flow problem will continue to exist because
the total allowance will not be fully collected until the end of the collection period and
because the USF will still run into the red from time to time due to the previously
mentioned fluctuations in the cost of PIPP. In fad, even if the proposed allowance is
approved, I anticipate a problem in 2009 as the result of the need to pay for the EDU
audits that will be conducted in the first part of next year. 1 would also note that ODOD is
in the process of revising its electric PIPP rules, and that the proposed allowance does not
reflect the impact changes to the current rules may have on the administrative costs
associated with the program.

But ODOD has proposed that an element be included in the USF rider revenue
requirement approved in this case to reflect the cost of the EDU audits, has it not?
Yes. But, again, the problem is that these revenues will not be fully collected until the end
of the collection year, while OCS will have to have cash available to encumber the funds
to pay for these audit costs well in advance of year end. I am not suggesting that there
should be some sort of additional adjustment to cure this problem, but it is obvious that
including an allowance for PIPP administrative costs that is substantially less than the
costs ODOD actually incurs in connection with its administration of the PIPP program will
only exacerbate the cash flow problem.

If ODOD anticipates that changes in the electric PIPP rules will add to its PIPP-
related administrative costs during the 2009 collection period, why has no

adjustment been proposed in this case to reflect the impact of these increases?
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Although the objective of the rulemaking effort is to control the cost of the PIPP program,
additional costs will be incurred in 2009 to implement the revised rules. These
implementation costs will include the costs associated with training agency personnel and
any necessary computer reprogramming. However, at this stage of the rulemaking
process, the total implementation costs have not yet been quantified. Thus, these costs are
not reflected in the proposed allowance, which, in turn, means that the allowance is
conservative by any measure.

Is there other evidence that supports the reasonableness of the allowance for
administrative costs yon have recommended?

Yes. Although the allowance for PIPP-related administrative costs proposed in this case
18 higher than the $1,578,000 allowance approved by the Commission in the four earlier
USEF rider rate adjustment proceedings to which 1 referred, one must also recognize that
PIPP enroliment has increased dramatically over the period since ODOD took over
administration of the PIPP program. In 2001, there were 131,330 PIPP enrollments
during the month of the greatest enrollment activity. In FY 2008, there were 255,867
enroliments in the moxnth of the highest PIPP-enrollment activity. In view of this increased
demand, one would naturally expect the cost of administering the PIPP program to
increase, despite efforts, such as the OCEAN project, directed toward minimizing costs to
the extent possible. Clearly, these efforts have been very effective, as evidenced by the
fact that actual PIPP-related administrative costs in FY 2007 and FY 2008 are well below
the actual annual costs incurred during the FY 2003-FY 2006 that 1 previously identified,

despite the significant year-to-year increases in PIPP enrollment.
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Does this conclude your testimony?

Yes.



Ohio Department of Development
Community Development Division

Office of Community Services

PIPP-Related Administrative Costs

Exhibit NS-1

FY 2008 FY 2009

Cost Category Actual Expenses | Approved Budget
Payroll $ 403,831.53 $ 610,000.00
Temp Staif / Agencies 666,414.41 600,000.00
Consultants / Mail Services 237,010.7Y5 476,589.00
Indirect Costs 152,066.57 265,000.00
Maintenance 51,164.07 50,000.00
Equipment 146.848.10 20,000.00
Totals $ 1,657,335.43 $ 2,021,589.00
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CERTIFICATE OF SERVICE

I hereby certify that a true copy of the foregoing application has been served upon the
following parties by first class mail, postage prepaid, this 31st day of October 2008.

Marvin I. Resnik

Steven T. Nourse

AEP Service Corporation
1 Riverside Plaza
Columbus, Ohio 43215

Randall Griffin

Judi Sobecki

The Dayton Power & Light Company
MacGregor Park

1065 Woodman Avenue

Dayton, Ohio 45432

Paul Colbert

Duke Energy

155 East Broad Street
Columbus, Ohio 43215

Kathy Kolich
FirstEnergy Corp.

76 South Main Street
Akron, Ohio 44308

Janine Migden-Ostrander
Ann Hotz

Ohio Consumers' Counsel

10 West Broad Street

Suite 1800

Columbus, Ohio 43215-3485

‘Barth E. Royer

Samuel C. Randazzo
Gretchen J. Hummel
McNees, Wallace & Nurick
Fifth Third Center

Suite 910

21 East State Street
Columbus, Ohio 43215

David C. Rinebolk, Esq.

Ohio Partners for Affordable Energy
PO Box 1793

Findlay, Ohio 45839-1793
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TESTIMONY OF DONALD A. SKAGGS

On Behalf of The Ohio Department of Development
Please state your name and business address.
My name is Donald A. Skaggs. My business address is Ohio Department of
Development ("ODOD"), 77 South High Street, 25th Floor, Columbus, Ohio 43216-
1001.
By whom are yon employed and in what capacity?
I am employed by ODOD in its Office of Community Services ("OCS") as Assistant
Office Chief.
Please briefly describe your educational background and employment experience.
I have a B.A. from Miami University and an M.S.W. from the University of Michigan. 1
have been employed by the state of Ohio for thirty-two years, twenty-five of which have
been with ODOD. Most of my professional experience has been concentrated in the
areas of program evaluation and program mtanagement. Prior to being named Assistant
Office Chief earlier this year, I was the OCS Research and Planning Manager. In that
capacity, I was responsible for the procedures that enable OCS to meet the compliance
requirements of various federal programs, and was also responsible for the management
of large data bases, data analyses, and preparing related reports. During the
administration of Governor Voinovich, I served two years as an Executive on Loan to the
Governor's Office of Family and Children First.
What are your duties and responsibilities as OCS Assistant Office Chief?
As Assistant Office Chief, I am responsible for the management of several programs,

including the electric Percentage of Income Payment Plan (“PIPP”) program, the Home
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Weatherization Assistance Program, the Electric Partnership Program, and the
Community Services Block Grant program.

What is your role with respect ta the electric FIPP program?

Since the legislature assigned ODOD responsibility for administering the Universal
Service Fund (“USF”) and the electric PIPP program in 1999, I have been the ODOD
staff person primarily responsible for developing the USF monthly reporting procedures
for the electric distribution utilities ("EDUs") and calculating the USF riders that ODOD
has proposed for each EDU. 1 prepared the exhibits which were submitted with ODOD's
prior USF filings in the electric transition plan (“ETP”) cases where the initial USF riders
were established and in each subsequent annual USF rider rate adjustment application
(Case Nos. 01-2411-EL-UNC, 02-2868-EL-UNC, 03-2049-EL-UNC, 04-1616-EL-UNC,
05-717-EL-UNC, 06-751-EL-UNC, 07-661-EL-UNC), as well as those attached to
ODOD’s application in this case.

Have you previously testified before this Commission?

Yes. Isubmitted written testimony in support of ODOD’s application in each of the
annual USF rider rate adjustment proceedings identified in my previous answer. I also
presented written and oral testimony in the Notice of Intent (“NOT”) phase of Case No.
05-717-EL-UNC in support of ODOD’s position on various issues,

What is the purpose of your testimony in this proceeding?

The purpose of my testimony is to explain the basis upon which the proposed USF riders

that are the subject of this application were calculated.
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Why is it necessary for ODOD to seek the adjustments to the USF riders at this
time?

The stipulation entered into by the parties in Case No. 07-661-EL-UNC required ODOD
to file, not later than October 31, 2008, an application for approval of such adjustments {o
the riders as are necessary to assure, to the extent possible, that each EDU’s rider will
generate its associated revenue requirement — but not more that its associated revenue
requirement — during the next annual collection period. As indicated in the application,
ODOD has determined that, on an aggregated Basis, the total pro forma annual revenue
that the current USF riders would generate will be insufficient to provide adequate
funding for the low-income customer assistance and consumer education programs and to
cover their associated administrative costs during the 2008 collection period. However,
while the pro forma revenues that would be generated by the current USF riders of the
Dayton Power and Light Company (“DPL"), Ohio Edison Company (“OE”), and Toledo
Edison Company (“TE”) will fall short of the revenue targets ODOD?’s analysis indicates
are now appropriate for these EDUs, the current USF riders of The Cleveland Electric
THuminating Company (“CET”), Columbus Southern Power Company (“CSP”), Duke
Energy Ohio (“Duke”), and Qhio Power Company (“OP”)} would over-recover those
companies’ USF rider revenue responsibility during the collection year. By its
application, ODOD seeks an order from the Commission directing each EDU to adjust its
USF rider rate accordingly.

What factors contribute to the need to adjust the USF riders?
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Generally speaking, the need io adjust the riders is primarily attributable to two separate
factors. First, because the current riders are based on historical Kwh sales, they will not,
in actual practice, generate the level of revenue they were designed to produce on a pro
forma basis. Although one would never expect test-period sales to be identical to sales in
the collection period, updating the sales volumes to reflect the more recent experience of
each company should, all else being equal, produce a more representative result. Second,
the USF rider revenue requirement for each company has also changed from the revenue
requirements the Commission found to be reasonable in Case No. 07-661-EL-UNC.
These changes are due to a number of factors, including, among other things, changes in
the cost of PIPP resulting from increases in PIPP enrollment experienced by the various
EDUs and changes in the EDUs’ collection experience. Thus, the USF rider rates must
be adjusted if they are to recover their related revenue requirements, but no more than
their related revenue requirements, over the 2009 collection period.

How was the USF rider revenue requirement target for each EDU determined?

As described in the application, the annual revenue requirement which the proposed USF
riders are designed to generate consists of eight elements; (1) the cost of PIPP, (2) the
cost of targeted energy efficiency programs and the consumer education programs, now
referred to by ODOD collectively as the Electric Partnership Program ("EPP"), (3) the
allowance for ODOD’s PIPP-related administrative costs, (4) an allowance to recognize
the projected EDU December 31, 2008 USF account balances, (5) an allowance to fund a
reserve, (6) an allowance for interest costs, (7) an allowance for undercollection, and (8),

an allowance for the cost of EDU audits. As indicated in the application, ODOD has



10

11

12

13

14

15

16

17

18

19

20

21

22

used a calendar 2008 test period for purposes of the USF revenue requirements analysis.
As in prior cases, ODOD has utilized actual data through August of the test period, and
has projected the results for those months of the test period for which information was
not available at the time the application was prepared by substituting data from the
corresponding months of the previous year. Although this is simply another way of
saying that ODOD has utilized the most recent twelve months of actual data available at
the time the application was prepared for purposes of the test period analysis, it is
conceptually appropriate to consider calendar 2008 as the test period for reasons
discussed below.

Is ODOD’s methodology for determining the USF rider revenue requirement
proposed in the application in this case generally consistent with the methodology
previously approved by the Commission in prior USF rider adjustment cases?
Yes. The revenue requirement methodology used in preparing this application is
generally consistent with that approved in prior USF rider rate adjustment proceedings.
Moreover, it is identical to the methodology approved by the Commission in its
September 10, 2008 finding and order in the NOI phase of this proceeding.

How was the cost of PIPF component of the USF rider revenue requirement
calculated for purposes of this case?

The cost of PIPP represents the total cost of electricity consumed by each EDU's PIPP
customers during the test period, plus pre-PIPP balances, less all payments made by and
on behalf of PIPP customers, including USF rider collections and agency payments, aver

the same period. The information necessary to perform this calculation comes from the
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USF Monthly Report and Remittance forms (USF-301) and the USF Monthly
Reimbursement Request forms (USF-302), the documents the EDUs use to report the
USEF rider collections remitted to ODOD and to request reimbursement from the USF for
the cost of electricity delivered to PIPP customers. As in prior cases, ODOD used the
unadjusted actual data for the most recent twelve months for which information was
available at the time the application was prepared to calculate the test-period cost of
PIPP. The workpapers showing the calculation for each EDU are attached as Exhibits
DAS-1 through DAS-7 to my testimony. The resulting test-period cost of PIPP
components for each EDU are shown in Exhibit A to the application. However, in this
case, the use of the test-period cost of PIPP numbers will not produce the appropniate
allowance for this element of the USF rider revenue requirement of all the EDUs.

Please explain.

During 2008, various elements of DPL’s tariffed rates for electric service were adjusted
pursuant to orders of this Commission. Aithough these rate adjustments change the cost
of electricity delivered to PIPP customers, they do not change the level of PIPP customer
payments because those payments are based on fixed, specified percentages of customer
income and are not tied to the rates charged. Thus, an increase in an EDU rate element
increases the cost of PIPP by widening the gap between the cost of electricity delivered to
PIPP customers and the amount paid by PIPP customers. On the other hand, a decrease
in a rate element reduces the cost of PIPP by narrowing this gap. Because the DPL rate
changes to which I referred were not in place throughout the test-period, it is necessary to

adjust the test-period cost of electricity delivered to PIPP customers to annualize the
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impact of these rate changes. Otherwise, the test period cost of PIPP will not reflect the
annual revenue requirement that must be recovered through this component of DPL’s
USEF rider rate.

What adjustments to DPL’s actual test-period cost of PIPP have you made to
recognize the changes to DPL’s tariffed rate elements during 2008?

DPL has reported that there were three Commission-approved rate changes during 2008.
The first, an increase in its environmental investment rider effective January 1, 2008,
was, in fact, recognized through a post-test period adjustment in last year’s case (Case
No. 07-661-EL-UNC, Amended Application, Exhibit A.1), so no adjustment is required
in this case. The other two 2008 changes were an increase in DPL’s PIM administration
fee recovery mechanism effective May 1, 2008 and the withdrawal of DPL’s storm cost
recovery rider near the end of July 2008. Although the impact of these changes is
captured in the reported actual data for May though August 2008 in the case of the PIM
administrative fee, and the reported actual data for August 2008 in the case of the
withdrawal of the storm cost recovery rider, the data for the other months of the test
period, including the surrogate months of September through December 2006, do not
reflect these changes. The annualization adjustments for these changes are shown in
Exhibits A.1.a and A.1.b of the application.

Are any other adjustments to DPL’s cost of PIPP required as a result of changes in
DPL’s rates?

Yes. DPL’s environmental investment rider will again increase on January 1, 2009, In

addition, DPL’s current residential generation discount will expire on December 31,
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2008, which means that the price of residential generation service will be higher

effective January 1, 2009. Although these rate changes are outside the calendar 2008 test
period, these are known and measurable changes that must be recognized if DPL’s USF
rider is to recover the cost of PIPP during the 2009 collection period. The adjustments
for these changes are shown in Exhibits A.1.c and A 1.d of the application. The
Commission approved similar post-test period adjustments in Case No. 06-751-EL-UNC
and Case No. 07-661-EL-UNC.

Have any other EDU’s reported rate changes that occurred in 2008?

No. However, 0DOD is aware that the other EDUs currently have ESP cases pending
before the Commission and that some level of rate increases will undoubtedly be
authorized effective January 1, 2009 or thereafter as a result of these cases. Because the
amount of these rate increases is unknown at this time, it is not possible to incorporate
their effects in determining the USF rider revenue requirement of these EDUs at this
juncture. Further, because the new USF rider rates approved in this proceeding will be
effective with the January 2009 EDU billing cycles, it appears unlikely that orders will be
issued in the ESP cases in time for ODOD to address the impact of the rate increases
through an amended application in this case. Thus, it appears that it will be necessary for
ODOD to file a supplementa! application in early 2009 to seek an adjustment in the USF
rider rates to reflect these increases.

After performing the adjustments for the DPL rate changes you have described,
what allowance for the cost of PIPP do you recommend for inclusion in the USF

rider revenue requirement of each of the EDUs?
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The proposed cost of PIPP components of the respective EDU revenue requirements are
shown in the Adjusted Test-Period Cost of PIPP column in Exhibit A.1 to the application.
How was the proposed allowance for the cost of the Electric Partnership Program
determined?

This USF rider revenue requirement component is intended to recognize the cost of the
low-income customer energy efficiency and consumer education programs which are
funded through the USF. In all previous USF rider adjustment cases, the Commission
has accepted the $14,946,196 EPP allowance first proposed by ODOD when the initial
USF riders were established in the ETP proceedings. However, as a part of a settlement
agreement entered into with the Office of the Ohio Consumers’ Counsel (“OCC”) in the
NOI phase of Case No. 05-717-EL-UNC, ODOD agreed that in future USF rider rate
adjustment proceedings, ODOD would base its proposed allowance for EPP costs on itg
projection of payments to EPP providers and the administrative costs associated with
ODOD’s oversight of the EPP program during the collection period.

What has ODOD projected these costs to be for the 2009 collection period during
which the USF rider rates set in this case will be in effect?

As shown in Exhibit A to the NOI submitted in this proceeding, ODOD’s analysis for
2009 supported the use of the same $14,946,196 annual allowance for these costs that the
Commission has accepted in all prior USF rider rate adjustment proceedings.

Did the Commission approve the $14,946,196 allowance for EPP costs in the NOI

phase of this case?
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Yes. However, the stipulation adopted by the Commission in its September 10, 2008
finding and order in the NOI phase of this case provided that, as indicated in the NOT,
ODOD would adjust the proposed allowance for EPP costs if updated projections
suggested that $14,946,196 allowance was no longer appropriate. The stipulation also
provided that ODOD would address questions raised by OCC in its objections to the NOI
relating to the projected indirect costs and outside consultant costs included in the EPP
analysis supporting the proposed allowance for EPP costs presented in Exhibit A to the
NOL

What was the basis for OCC’s objection relating to indirect costs?

In Exhibit A to the NOI, ODOD presented a table showing, by cost category, the actual
EPP expenditures for FY 2006, FY 2007, and FY 2008 (year-to-date), as well as a
column headed “FY 2009 Budget” that showed projected expenditures for each of the
EPP line items for FY 2009. In its objections, OCC pointed out that the line item for
Indirect Costs in the FY 2009 Budget column of $616,080 greatly exceeds the historical
level of these costs and questioned the reason for this difference.

Can you explain this difference?

Upon investigation, I have determined that the $616,080 shown for Indirect Costs was
incorrect. As explained in detail in the testimony of ODOD witness Nick Sunday, the
Ohio Department of Administrative Services (“DAS™) periodically determines a
specified percentage of total payroll that OCS must pay to DAS for overheads. Applying

the current DAS percentage of 42.10 percent to the projected EPP Payroll amount of
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$538,046.09 shown in the FY 2009 Budget produces an indicated value for Indirect Costs
of $226,517.

How did this error occur?

In NOI Exhibit A, ODOD pointed out that its proposed $14,946,196 allowance for EPP
coSts was consistent with the annual appropriation authorization for FY 2009 sought by
ODOD for inclusion in the state biennium budget for the 2008 and 2009 fiscal years.
Although not mentioned in the NOI EPP exhibit in this case, Exhibit A to the NOI in
Case No. 07-661-EL-UNC indicated that the requested appropriation, which was
ultimately approved, was $15 million for each of the two years. The narrative following
the table in NOI Exhibit A implies that the FY 2009 Budget column contains the same
details that were developed in 2007 to support the FY 2009 appropriations request.
However, this is not the case. The individuals that prepared the FY 2009 EPP
appropriation request in 2007 are no longer with ODOD, and the original details could
not be located. Thus, ODOD attempted to reconstruct the original projection of FY 2009
EPP costs, and, in the process, updated the estimates in certain of the cost categories to
reflect more current information. The individual that was assigned this task is no longer
with ODOD. Although I have not been able to replicate his calculation of the amount for
Indirect Costs, he apparently either used the wrong payroll base or included costs that
should have accounted for in a different category.

Does this error change your opinion as to the reasonablencss of the allowance for
EPP costs requested in this case?

Absolutely not.

11
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Why not?

First, it has never been ODOD’s intention to suggest that the allowance for EPP costs
approved by the Commission should be set at a level equal to the FY Budget amount
presented in its EPP cost exhibit, and, in fact, the Commission has not done so in prior
cascs. Although T will not repeat the explanation here, the narrative in NOI Exhibit A
sets out a number of factors, the effects of which cannot be quantified at this time, which
support a conclusion that the necessary allowance for EPP costs will be greater than the
projected EPP costs shown in the FY 2009 Budget column. Second, although the
projected FY 2009 Budget Indirect Costs shown on the table are overstated by some
$390,000 due to the error I described, there is some $70,000 in unbudgeted contract costs
not shown in FY 2009 Budget column that will be incurred during the period, which
narrows the difference resulting from the use of the erroneous figure for Indirect Costs.
Finally, after correcting the Indirect Costs error and adding the $70,000 in known
unbudgeted contract costs, the projection of quantifiable FY 2009 EPP costs is still in
excess of $14,580,000, which, when coupled with the impact of the factors discussed in
NOI Exhibit A, clearly supports the reasonableness of the continuation of the
$14,946,146 allowance for EPP costs approved by the Commission in all prior USF rider
rate adjustment cases. Indeed, the Commission approved this allowance in Case No. 07-
661-EL-UNC even though the FY 2008 Budget amount presented in NOI Exhibit A in
that case showed quantifiable projected costs of $14,132,697, which is obviously well
below the corrected quantifiable costs identified above.

What was the issue OCC raised in its objections with respect to consultant costs?

12
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In Exhibit A to the NOI, ODOD noted that, consistent with the EPP objective of reducing
electrical consumption of the targeted low-income population, ODQOD had engaged an
outside consultant to assist it in its efforts to assure the cost effectiveness of the program.
In its objections, OCC complained that the consultant was not identified, that the purpose
for which the consultant was retained was not explained, that cost of the consultant was
not quantified, and that there was no indication of which line item in the NOI Exhibit A
table included the cost. OCC also inquired as to the amount of the cost for consultant that
ODOD would seek to recover from customers through the USF rider rates and asserted
that a process should be established for review of the consultant’s findings by the parties
to the case. Although ODOD supplied much of the requested information to OCC
informally shortly after its objections were filed, I will address these questions in this
testimony so that the responses will be in the public record.

Please proceed.

Since the inception of the EPP, ODOD has routinely engaged independent consultants to
evaluate the program impacts, including the cost-effectiveness and environmental

impacts of the program. The last such evaluation was completed in 2006, and resulted in
a finding that the EPP did, in fact, generate a net savings. In April 2008, ODOD retained
consultant Michael Blasnick to perform another such evaluation. The fee for his services
of $47,920 will be paid upon receipt of his report, which is expected to be completed in
June 2009, This amount is shown in the Contract Services category in the FY 2009
Budget column in the table in Exhibit A. Thus, the cost of the evaluation is captured in

the proposed allowance for EPP costs, and will be recovered from ratepayers through this
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element of the USF rider rates. ODOD has no objection to providing the report to
interested parties once it is submitted, and, as in the past, will post the report on the
ODOD website and will provide the report to the Public Benefits Advisory Board.
Consistent with past practice, meetings will be held with EPP stakeholders, including
members of the USF Rider Working Group, to discuss the consultant’s findings.

How has ODOD allocated the EPP costs among the EDUs?

As in all prior USF rider rate adjustment applications, ODOD has allocated this
component of the revenue requirement among the EDUs based on the ratio of their
respective costs of PIPP to the total cost of PIPP. The development of the allocation
factors and the results of the allocation are shown in Exhibit B to the application.
What allowance for PIPP-related administrative costs has ODOD proposed for
inclusion in the USF rider revenue requirement in this case?

ODOD has proposed an allowance for PIPP-related administrative costs of $2,021,589.
The basis for the proposed allowance is explained in the testimony of ODOD witness
Nick Sunday.

How has ODOD allocated the administrative cost component of USF rider reveaue
requirement among the EDUs?

As in all previous USF rider rate adjustment applications, ODOD has allocated
responsibility for the administrative costs to the EDUs based on the relative number of
PIPP customers. Specifically, as shown in Exhibit C to the application, this revenue

requirement component has been allocated among the EDUs based on the number of
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PIPP customer accounts as of April 2008, the test-period month exhibiting the highest
PIPP customer account totals.

You have identified the projected December 31, 2008 USF account balance as an
clement of the EDU's USF rider revenue requirement. Why is this component
included?

The USF rider rate is calculated with reference to historical annual Kwh sales. Because
actual sales will vary from sales during the test period, and because other factors bearing
on the cost of PIPP also change, the EDU's rider rate will, in actual practice, either over-
recover or under-recover its associated revenue requirement during the collection period.
All else being equal, over-recovery will result in a positive year-end USF account balance
for the EDU in question, while under-recovery will create a negative balance. A positive
USF account balance reduces the amount needed to satisfy the USF rider revenue
requirement on a going-forward basis, while a negative balance means that there will be
insufficient cash available for ODOD to make the monthly PIPP reimbursement
payments due the EDU in question. To synchronize the new USF rider with each EDU’s
existing USF account cash position, the revenue target must be adjusted by the amount of
the USF account balance as of the rider’s effective date. Thus, a positive balance must be
deducted from the revenue requirement, while a negative balance must be added to the
revenue target the rider is designed to generate. Because ODOD is requesting that the
proposed USF riders be made effective January 1, 2009 on a bills-rendered basis, I have
adjusted each EDU’s rider revenue target by the amount of the EDU's projected

December 31, 2008 USF account balance. The adjustments are displayed in Exhibit D of
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the application. The workpapers showing the calculation of the projected December 31,
2008 balances are attached to my testimony as Exhibits DAS-8 through DAS-14.

Has the Commission previously approved the inclusion of this element in
determining the target revenues the proposed USF rider rates must be designed to
generate?

Yes. The Commission has approved this synchronizing adjustment in establishing the
USF riders in all previous USF rider adjustment cases, and has again accepted this
methodology in its September 10, 2008 finding and order in the NOI phase of this case.
If this component of the USF rider rate remains in effect for longer than one year,
would not an EDU with a projected December 31, 2008 USF PIPP account balance
deficit begin to over-recover its USF rider revenue requirement?

Because the component reflecting a December 31, 2008 deficit will be recovered on an
annual basis, the recovery will, in theory, be complete after the new USF rider has been
in place for one year. On the other hand, an EDU with a positive projected December 31,
2007 balance will, in theory, have paid this surplus back to ratepayers by the end of the
collection year. This means that, all else being equal, the allowance for this revenue
requirement element should come out of their USF riders at that time,

Is ODOD proposing that the USF riders be automatically adjusted on January 1,
2010 to recognize that the amortization of the December 31, 2008 balances, whether
negative or positive, will have been completed at that time?

No. Although ODOD will be monitoring the monthly EDU USF balances very closely,

ODOD will also continue to examine all the other elements of the USF rider revenue
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requirement, and will keep a watchful eye on whether, in practice, riders are generating
the necessary level of revenue. Rather than proposing an automatic adjustment for one
component of the USF riders on the anniversary date, ODOD believes the better approach
is to revisit all elements of the rider before January 1, 2610, so that, if it reasonably
appears that additional adjustments are required, all proposed adjustments can be
incorporated in a single filing with the Commission. Thus, while ODOD agrees that the
component reflecting the December 31, 2008 PIPP USF account balance, whether
negative or positive, should be eliminated once the balance has been fully amortized, that
adjustment should be made in the context of this broader evaluation. Indeed, the parties
to the stipulations in all previous USF rider adjustment cases, in requiring that ODOD file
a new application on or before October 31, recognized that this annual review process is
necessary. ODOD continues to support this approach.

What is the purpose of including an allowance to create a reserve as a USF rider
revenue requirement component?

As described in the application, ODOD has entered into agreements with each EDU that
provide that ODOD will be assessed a carrying charge on all monthly payments
reimbursing the EDU for cost of electricity. delivered to PIPP customers which do not
arrive by the specified due date. Because of the weather-sensitive nature of electricity
sales and certain other factors, such as PIPP enrollment behavior, PIPP-related cash flows
fluctuate significantly over the course of the year. These fluctuations will result in
negative PIPP USF account balances in some months, which will mean that ODOD will

be unable to satisfy its monthly payment obligation to the EDU on a timely basis and
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will, therefore, incur carrying charges in those months. The graph attached to the
appiication as Exhibit E plots the consolidated net PIPP USF account balance throughout
the year. Any USF rider revenues ODOD must pay out in carrying charges will impair
its ability to fund the iow-income customer assistance and consumer education programs
and pay their administrative costs. Thus, ODOD is again proposing that a component be
included in the USF rider revenue target to fund a reserve that can be drawn upon to
reduce ODOD’s liability for these carrying charges over the coming year.

Does this reserve component of the USF rider revenue target serve a different
purpose than the component that recognizes projected EDU December 31, 2008
PIPP USF account halances?

Yes. A deficit EDU December 31, 2008 account balance represents an existing shortfall
which must be remedied if the USF fund is to have the cash necessary to fulfill the
purposes for which it was created on a going-forward basis, while a positive EDU
December 31, 2008 account balance represents an amount that must be returned to
ratepayers. Thus, the December 31, 2008 account balance element is, in essem.:e, a true-
up mechanism. The reserve, on the other hand, is intended to mitigate ODOD's future
liability for carrying charges which would otherwise result from its inability to reimburse
EDUs on a timely basis in certain months for the cost of electricity furnished to PIPP
customers. Thus, revenues that have been generated and retained for the purpose of
establishing the reserve are not deducted as a part of the synchfonizing adjustment for

those EDUs with a positive projected December 31, 2008 USF account balance.
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Was an allowance to create a cash reserve included in developing the revenue target
for the USF riders approved in previous USF rider rate adjustment cases?

Yes. However, as I have explained in my testimony in previous cases, the methodelogy
used to fund the reserve has changed over time. Although recognizing the need for a
reserve early on, ODOD, in an attempt to minimize the impact on ratepayers, proposed a
very conservative mechanism for funding the reserve in the first five USF rider
adjustment cases. Despite a tweak to the original methodology in Case No. 03-2049-E1~
UNC, it eventually became apparent that the reserve could not be fully funded under this
approach due to dramatic year-to-year increases in the cost of PIPP. These increases
meant that the cost of PIPP components of the approved USF riders, which were
calculated based on historical test-period data, were not generating the revenues sufficient
to cover the actual cost of PIPP during the collection period. As a result, ODOD was
forced to utilize the USF rider revenues earmarked for the reserve, as well revenues
earmarked for other purposes, to meet its reimbursement obligations to the EDUs on a
timely basis during months in the collection period in which negative cash flows were at
their highest levels,

What did ODOD do to address this problem?

In its application in the 2006 case, ODOD abandoned the ineffective methodology it had
previously employed and proposed to calculate the reserve component based on the
highest monthly deficit for each EDU during the test period. The Commission approved
this approach in Case No, 06-751-EL-UNC and, again, in Case No. 07-661-EL-UNC,

Has ODOD utilized this same method for funding the reserve in this case?
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Yes. Inthe NOI, ODOD again proposed basing the allowance for this element of the

USF rider revenue requirement on the highest projected monthly deficit for the EDU in

question during the test period. The Commission approved this methodology in its
September 10, 2008 finding and order in the NOI phase of this case. However, there are
unigque circumstances present in this case which require that the indicated test-periad
reserve targets for CSP and OP be adjusted.

Please explain.

In April 2008, ODOD filed a supplemental application in Case No. 07-661-EL-UNC
seeking an increase in the CSP and OP USF rider rates initially approved in the
Commission’s December 19, 2007 opinion and order in that case to reflect the correction
of certain errors in the calculation of the revenue requirements upon which the rider rates
were based. The Commission, by its finding and order of May 28, 2008, granted the
supplemental application and directed CSP and OP to replace their existing USF rider
rates with new rider rates designed to recover the tncreases in their respective revenue
requirements resulting from the correction of the errors over the final seven months of the
2008 collection period. Ifthe CSP and OP USF rider revenue requirements had been
correctly calculated in the first place, the USF rider rates implemented with the January
2008 billing cycles would have been higher, which, in turn, would have meant that the
cash deficit in April 2008, the test-period month with the highest deficit for both CSP and
OP, would have been lower. Thus, the use of the actual April 2008 deficits as the
benchmark for the reserve would overstate the reserve requirements for these companies.

What adjustment have you made to address this issue?
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1 calculated what the initial CSP and OP USF rider rates in Case No. 07-661-EL-UNC
would have been had they been based on the correct annual revenue requirements, and
applied those restated rates to the January, February, and March 2008 sales volumes to
determine the revenues the pro forma revenues the restated rates would have generated
had they been in place during those months. I then reduced the April 2008 CSP and OP
reserve deficits by the difference between the pro forma revenue at the restated rates and
the actual collections for the months in question. The reserve components for CSP and
OP shown in Exhibit F to the application reflect this adjustment. The calculation to
restate the CSP and OP USF rider rates are shown in attached Exhibits DAS-43 and
DAS-44, respectively. The adjustments to the January, February, and March 2008
revenues to reflect the restated rates are shown in Exhibits F.1 and F.2 to the application.
What is the purpose of including an allowance for interest in the revenue targets the
proposed USF riders are designed to meet?

Notwithstanding the use of the methodology for establishing the reserve component I
have just described, ODOD projects that it will still incur some level of carrying charges
under its agreements with the EDUs in certain months because the total revenues
earmarked for the reserve will not be fully collected until the end of 2009. Thus, an
allowance for this interest expense must be included in the USF rider revenue
requirement if ODOD is to have sufficient revenues to fund the low-income customer
assistance and consumer education programs and cover the associated administrative

costs.
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Was a component for interest included in developing the revenue requirement upon
which the USF riders approved in the previous USF rider adjustment cases were
based?

Yes. The Commission accepted such a component in all prior USF rider adjustment
proceedings and again approved this component in its September 10, 2008 finding and
order in the NOI phase of this case.

How was the proposed allowance for interest calculated?

As explained in the application, I performed a cash-flow analysis which projected the
daily PIPP USF account balances which the proposed riders would produce. I then
translated these balances into late payment days and applied the daily carrying charge
specified in the various agreements to determine the interest costs ODOD would be
expected to incur. The proposed allowance for interest to be reftected in the USF rider of
each EDU is shown in Exhibit G to the application. The workpapers supporting these
figures are attached to my testimony as Exhibits DAS-15 through DAS-21.

The next USF rider revenue requirement element you have identified is an
allowance for undercollection. What is the purpose of this component?

An allowance for undercollection is necessary to recognize that there is a difference
between the amount billed through the USF rider and the amount actually collected from
customers. If this element is not included in determining the USF rider revenue
requirement, the riders will not generate the target revenue.

Was an allowance for undercollection built into the current USF riders?
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Yes. The Commission authorized this allowance in all prior USF rider adjustment cases
and again approved the inclusion of this element in its September 10, 2008 finding and
order in this case. This allowance is identical in concept to the allowance for
uncollectibles routinely recognized in utility ratemaking. Because the EDU is merely a
conduit for USF rider revenues, the allowance must be incorporated in USF nider itself if
the USF rider rates are to produce the required revenues.

How was the proposed allowance for undercollection calculated?

As in all prior cases, the allowance was calculated on a company-specific basis so as to
reflect the test-period undercollection experience of each EDU. For each reported month,
an undercollection percentage was determined by dividing the amount of USF rider
revenues actually collected by the EDU by the pro forma revenues as determined by
multiplying the Kwh sales for that month by USF rider rate. The resulting average rate of
collection was then applied to the pro forma annual nider revenue. The difference
between that result and the pro forma annual rider revenue represents the amount the
allowance for undercollection is intended to recover on an annual basis. The proposed
allowance for undercollection for each EDU is shown in Exhibit H of the application.
The workpapers supporting this analysis are attached to my testimony as Exhibits DAS-
22 through DAS-28,

The final element of the USF rider revenue requirement that you have identified is
an allowance for audit costs. Please explain why this element has been included in
the USF rider revenue requirement proposed by ODOD in this case.

This proposed allowance has been included to recover the cost of the EDU audits that
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will be conducted in 2009 pursuant to the recommendation of the USF Rider Working
Group (the “Working Group”). As shown in Exhibit I to the application, ODOD has
proposed that an allowance of $40,000 be included in the revenue requirements of DPL
and the FirstEnergy companies (CEI, OE, and TE;, the EDUs that will be andited in
2009. If no allowance is included, ODOD would be required to utilize USF rider
revenues earmarked for other purposes to pay these costs, which could lead to revenue
shortfalls that would ultimately translate into an increase in the interest costs ODOD
would incur under its agreements with the EDUs.

Has ODOD issued a request for proposals (“RFP”) for conducting these audits?
No. However, ODOD anticipates issuing an RFP within the next few months.

I ODOD does not yet know the amount of these audit costs, what is the basis for the
proposed allowance for the cost of the audits of the EDUs that will be audited in
20087

The proposed allowance is purely a “guesstimate.” However, one should bear in mind
that ODOD will true up any difference between the proposed allowance and the actual
cost of these reviews in next year’s USF rider rate adjustment application.

In Case No. 07-661-EL-UNC, the Commission approved ODOD’s proposal to
include an allowance for EDU audit costs of $40,000 for each of the AEP companies
(CSP and OF) and Duke. What costs did ODOD actually incur for these audits
during the 2008 collection period?

The contract price proposed by the winning bidder, Schneider Downs, came in at

$83,000, which was the amount actually paid by ODOD in 2008 for this engagement.
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If the actual cost of the audits was less than the total allowance for this project built
into the 2008 USF rider rates of the companies, should not the difference be flowed
back to EDU ratepayers?

Yes, of course. However, no additional adjustment is required to accomplish this result
because the December 31, 2008 USF account balance component of the revenue
requirement already takes this into account.

Please explain.

The projected EDU December 31, 2008 USF account balance component of the revenue
requirement captures the difference between actual costs and actual collections. As I
previously explained, positive year-end balances are flowed back to ratepayers over the
next collection period, while year-end deficits are recovered over the next collection
period. Thus, the amount by which allowance collected through the riders to pay for
these audits exceeded the actual costs of the project will be returned to the customer over
the course of 2000,

In the NOI filed in this docket on June 2, 2008, ODOD stated that, if the Schneider
Downs findings with respect to Duke and the AEP companies suggested that their
monthly reimbursement requests overstated the reimbursement to which they were
lawfully entitled, ODOD would supplement its NOT by propnsi.ng a mechanism to
credit customers appropriately. Has ODOD subsequently supplemented its NOI?
No. Although Schneider Downs completed the report detailing the results of its
application of agreed-upon procedures to the AEP companies in August 2008, Schneider

Downs encountered some unanticipated difficulties in completing the Duke report. Asa
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result, the Duke report has not vet been circulated to members of the Working Group,
although ODOD does expect that it will be distributed shortly. Under the agreed process,
ODOD will not issue the supplement to the NOI (“Supplement”) containing its
conclusions and recommendations regarding the findings in the Schneider Downs’

reports until after an exit interview at which members of the Working Group will be
provided the opportunity to ask questions of Schneider Downs regarding the reports.
ODOD will submit the Supplement as soon thereafter as possible. Although ODOD
hopes that any issues raised by the Supplement or objections therete can be resolved in
time to incorporate any revenue requirement impact in the amended application that will
be filed in this case, this may not be possible.

If issues raised by the Supplement or objections thereto cannot be resolved in time
to incorporate any impact on the USF rider revenue requirements in the amended
application, what does ODOD recommend?

ODOD recommends that the Supplement remain on its own procedural track. If there are
issues raised that have revenue requirement implications, the resolution of those issues
can be reflected in the supplemental application ODOD will file to address the January 1,
2009 increases in EDU rates resulting from the pending ESP proceedings.

What are the results of your USF rider revenue requirements analysis?

The USF rider revenue requirement analysis for each EDU is summarized in Exhibit I to
the application.

How does ODOD propose to recover the annual USF rider revenune requirement for

each EDU?
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ODOD proposes to recover the annual USF rider revenue requirement for each company
through a USF rider which incorporates the same two-step declining block rate design
approved by the Commission in all prior USF rider adjustment proceedings. The
Commission again approved this rate design methodology in its September 10, 2008
finding and order in the NOI phase of this case.

How did you calculate the proposed rider for each EDU?

As shown in Exhibit J to the application, I began by dividing the respective revenue
requirements by the EDU’s test-period Kwh sales to determine the per Kwh rate which
would apply if the EDU’s annual USF rider revenue requirement were to be recovered
through a uniform per Kwh rate. The sales information came from each EDU and is
attached to my testimony as Exhibit DAS-29 through DAS-35. Under the Commission-
approved USF rider rate design methodology, the first block of the rate applies to all
monthly consumption up to and including 833,000 Kwh (i.e., one-twelfth of an annual
consumption of 10,000,000 Kwh). The second block applies to all consumption above
833,000 Kwh per month. The rate per Kwh for the second block is set at the lower of the
PIPP rider rate in effect in October 1999 or the per-Kwh rate that would apply if the
EDU’s annual USF rider revenue requirement were to be recovered through a single
block per-Kwh rate, with the for the first block rate set at the level necessary to produce
the remainder of the EDU’s annual USF rider revenue requirement. In this case, this cap
is in play for all the EDUs, so all the proposed rider rates have this declining block
feature as shown in the table on page 12 of the application. The workpapers supporting

the rate calculations are attached to my testimony as Exhibits DAS-36 through DAS-42.
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What do the final three line items (lines 20, 21, and 22) on each of these workpapers
represent?

Line 20 shows the dollar difference per-Kwh between the first biock rate under the
approved two-tier rate design and a uniform per-Kwh rate. Line 21 expresses this
difference as a percentage. Line 23 shows the annual cost impact on the average
residential customer of the EDU in question resulting from the use of the declining block
rate structure as opposed to a uniform rate per Kwh. As in prior cases, T have presented
this analysis purely for informational purposes.

How do the proposed USF riders compare to the current USF riders?

The table on page12 of the application compares the current and proposed rider rates.

As indicated in the table on page 5 of the application, the adjusted test-period revenues
produced by the current USF riders of DPL, OE, and TE, fall short of their respective
indicated revenue targets, while the adjusted test-period revenues produced by the current
USF riders of CEI, CSP, Duke, and OP exceed their associated revenue requirement
responsibility. Thus, the DPL, OE, and TE rider rates will increase, while the rider rates
of the remaining EDU’s will go down.

How were the adjusted test period USF rider revenues shown in the table on page 5
of the application determined?

Typically, pro forma test-period revenues are determined by simply applying the current
rates to test-period sales volumes, which was the methodology I used to produce the
adjusted test-period USF rider revenue figures shown for CEL DPL, Duke, OE, and TE in

the table on page 5 of the application. However, the current CSP and OP rider rates are
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the rates approved in the Commission’s May 28, 2008 finding and order in Case No. 07-
661-EL-UNC. As I have explained, these riders were designed to recover the increase in
the CSP and OP revenue requirements resulting from correcting the errors identified in
ODOD’s supplemental application in that case over the final seven months of 2008,
Because these rider rates are “seven-month” rates, using these rates to calculate annual
test-period pro forma revenues would obviously be inappropriate. To permit a more
meaningful comparison to the CSP and OP USF rider revenue targets proposed in this
case, the adjusted test-period USF rider revenues for CSP and OP shown on the table on
page 5 of the application were determined by applying the “twelve-month™ CSP and OP
rider rates that would have been in place throughout the 2008 test-period if the CSP and
OP revenue requirements approved by the Commission’s December 19, 2007 opinion and

order in Case No. 07-661-EL-UNC had been correctly determined. As I indicated in

. discussing the adjustments to the CSP and OP reserve allowances, the derivation of the

restated CSP and OP rates are shown in Exhibits DAS-43 and DAS-44 of my testimony.
Although the table on page 5 of the application still shows a surplus for both CSP and
OP, the use of the current “seven-month” rates would have overstated the surpluses.

Does this conclude your testimony?

Yes. However, I reserve the right to supplement my testimony after additional actual

information becomes available.
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DAS-15

CSP
interest Calculation
Month Debt Deficit Interest Notes
January |Begin through Dec {430,366.51)
January 231,624.89
Begin through Jan {198,741.61) $0.00[Begin through Jan x .000222 X 30
February |Begin through Jan (198,741.61)
February 53,42365
Begin throug Feb {145,317.97) $0.00|Begin through Feb x .000222 x 30
March |Begin through Feb {145,317.97)
March 653,530.78
Beagin through March 508,212.81 $3,384.70]|Begin through March x .000222 x 30
April  [Begin through March §11,597.51
April 162,931.09
Begin through April 674,528.60 $4,492 36|Begin through April x .000222 x 30
May  |Begin through April 679,020.56
May {273,418.93)
Begin through May 405,602.03 $2,701.31|Begin through May x .000222 x 30
June  |Begin through May 408,303.34
June (20,72061)
Begin through June 387,582.73 $2,581.30|Begin through June x .000222 x 30
July Begin through June 390,164.03
July 54,719.24
Begin through July 444 883.28 $2,962.92(Begin through July x .000222 x 30
August [Begin through July 447 84620
August (623,614.69)
Begin through Aug {175,768.49) $0.00|Begin through Aug x 000222 x 30
September |Begin through Aug (175,768.49)
September (974,342.14)
Begin through Sept {1,150,110.63) $0.00(Begin through Sept x .000222 x 30
October |Begin through Sept (1,150,110.63)
October {2,426,527.79)
Begin through Octaber {3,6576,638.42) 0.00 |Begin through Oct x .000222 x 30
November |Begin througth Qctober (3,576,638.42)
November {659,418.27}
Begin through Nov (4,236,056.69) 0.00 |Begin + Dec x .000222 x 30
December |Begin through Nov (4,236,056.69)
December 35,341.07
Begin through Dec (4,200,715.62) $0.00]
Total Interest| $16,122.59




oP DAS-16
Interest Calculation
Month Debt Deficit Interest Notes
January |Dec-06 ($2,934,460.33)
January $825,425.44
Begin through Jan ($2,009,034.588) $0.00{Begin through Jan x .000222 X 30
February {Begin through Jan ($2,009,034.88)
February $597,362.31
Begin throug Feb ($1,411,672.57) $0.001Begin through Feb x .000222 x 30
March |{Begin through Feb ($1.411,87257)
March $1,588,586.72
Begin through March $177,926.15 $1,184.99 Begin through March x .000222 x 30
Aprit  |Begin through March $179,111.14
April $387,586.83
Begin through April $666,697.97 $3,774.21|Begin through April x .000222 x 30
May |Begin through April $570472.17
May {$431,521.51)
Begin through May $138,950.67 $925.41|Begin through May x .000222 x 30
June [Begin through May $138,876.08
June (3475,489.01)
Begin through June ($335,612.93) $0.00{Begin through June x .000222 x 30
July  [Begin through June ($335,612.93)
July ($804,953.68)
Begin through July {$1,140,566.62) $0.00|Begin through July x .000222 x 30
August [Begin through July {$1,140,566.62)
August ($791,924.95)
Begin through Aug ($1,932,491.57) $0.00|Begin through Aug x .000222 x 30
SeptemberBegin through Aug ($1,832,491.57)
September ($1,016,805.52)
Begin through Sept ($2,949,297.09) $0.00|Begin through Sept x .000222 x 30
Qctober |Begin through Sept {$2,949,257.09)
October {$2,044,269.81)
Begin through Octobe {$4,993,566.89) $0.00|Begin through Oct x .000222 x 30
November(Begin througth Octobg  ($4,993,566.89)
November {$525,306.95)
Begin through Nov {$5,618,873.84) $0.00
December|Begin through Nov ($5,518,873.84)
December 3687,066.14
Begin through Dec {$4,831,807.70) $0.00
Total Interest: $5,884.81




Duke DAS-17
Interest Calculation
Month Debt Deficit interest Notes
January |Begin through Dec ($729,153.88)
January ($78,859.85)
Begin through Jan {$808,013.73) $0.00{Begin through Jan x .000222 X 30
February [Begin through Jan {$808,013.73)
February {$808,514.289)
Begin throug Feb {$1,616,528.01) $0.00|Begin through Feb x .000222 x 30
March |Begin through Feb ($1,616,528.01)
March $463,920.64
Begin through March ($1,152,607.37) $0.00|Begin through March x .000222 x 30
April  |Begin through March ($1,152,607.37)
April $241,277.54
Begin through April ($911,329.84) $0.00|Begin through April x .000222 x 30
May |Begin through April ($911,329.84)
May {$71,486.36)
Begin through May {$982,816.20) $0.00(Begin through May x .000222 x 30
June  |Begin through May {$982,816.20)
June ($6,603.99)
Begin through June ($989,420.18) $0.00|Begin through June x 000222 x 30
July  |Begin through June ($989,420.18)
July $93,687.15
Begin through July {$885,733.03) $0.00|Begin through July x 000222 x 30
August |Begin through July {$895,733.03)
August $131,338.17
Begin through Aug ($764,354.87) $0.00|Begln through Aug x .000222 x 30
September| Begin through Aug {$764,384.87)
September $52,378.89
Begin through Sept ($712,015.98) $0.00|Begin through Sept x .000222 x 30
October |Begin through Sept ($712,015.98)
October ($1,172,969.52)
Begin through Octobe| {$1,884,985.50) $0.00/Begin through Oct x .000222 x 30
MNovember|Begin througth Octobd  ($1,884,985.50)
November ($840,362.09)
Begin through Nov ($2,725,347.59) $0.00
December|Begin through Nov ($2,725,347.59)
December {$135,521.96)
Begin through Dec {$848,337.32) $0.00
Total Interest: $0.00




DAS-18

DPL
InterestCalculation
Moanth Debt Deficit Interest Notes
January [Begin through Dec $466,160.09
January 5449,041.52
Begin through Jan $915,201 62 $6,095.24|Begin through Jan x .000222 X 30
February |Begin through Jan $921,2%6.86
February $499,314.77
Begin throug Feb $1,420,611.63 $9,461.27|Begin through Feb x .000222 x 30
March |Begin through Feb $1,430,072.90
March {$183,801.17)
Begin through March $1,246,271.74 $8,300.17|Begin through March x .000222 x 30
Apiil  |Begin through March $1,254,571.91
April $494,503.39
Begin through April $1,745,075.29 $11,648.84|Begin through April x 000222 x 30
May |Begin through April $1,760,724.14
May ($78,887 .26)
Begin through May $1,681,836.87 $11,201.03|Begin through May x .000222 x 30
June |Begin through May $1,693,037.91
June ($495,990.63)
Begin through June $1,197,047.28 $7,972 33|Begin through June x .000222 x 30
July  |Begin through June $1,205,019.61
July {$668,556.98)
Begin through July $536,462 63 $3,572 84|Begin through July x .000222 x 30
August [Begin through July $540,035.47
August (§872,785.03)
Begin through Aug ($332 740 56) $0.00]Begin through Aug x .000222 x 30
Septernber Begin through Aug ($332,742.56)

September ($1,251,991.04)
Begin through Sept {$1,584,740.60) 0.00 |Begin through Sept x .000222 x 30
October |Begin through Sept ($1,584,740.60)
Cclober ($1,546,730.81)
Begin through October ($3,131,471.41} 0.00 [Begin through Oct x 000222 x 30
November|Begin througth October ($3,131,471.41)
November ($612,112.36)
Begin through Nov ($3,743,583.77) $0.00|Begin + Dec x .000222 x 30
December|Begin through Nov ($3,743,583.77)
December $1,485,684.94
Begin through Dec ($2,256,898.83) $0.00
Total Interest: 58,251.74




CEl DAS-19
Interest Calculation
Month Debt Deficit Interest Notes
January |Begin through Dec ($2,126,947.57)
January $1,038,631.28
Begin through Jan {$1,088,316,28) $0.00 Begin through Jan x 000222 X 30
February [Begin through Jan ($1,088,316.28)
February $583,850.88
Bepgin throug Feb ($504,465.41) $0.00/Begin through Feb x .000222 x 30
March |Begin through Feb (5504,465.41)
March $1.067,222.32
Begin through March $562,756.92 $3,747.96|Begin through March x .000222 x 30
April Begin through March $566,504.88
April $500,644.71
Begin through April $1,067,149.59 $7,107.22|Begin through April x 000222 x 30
May Begin through April $1,074,256.81
May $231,131.81
Begin through May $1,305,388.62 $8,693.88|Begin through May x .000222 x 30
June ~ [Begin through May $1,314,062.51
June $50,082.24
Begin through Junhe $1,364,164.75 $9,085.34|Begin through June x 000222 x 30
July  [Begin through June $1,373.250.09
July ($204,467.05)
Begin through July $1,168,783.04 $7,784.10|Begin through July X .000222 x 30
August [Begin through July $1,176,567.13
August $71,186.70
Begin through Aug $1,247,753.83 $8,310.04[Begin through Aug x .000222 x 30
September |Begin through Aug $1,256,063.87
September {$415612.94)
Begin through Sept $840,450.94 $5,587.40|Begin through Sept x .000222 x 30
October |Begin through Sept $846,048.34
October ($1,329,983.89)
Begin through October {$483,835.55) $0.00|Bagin through Oct x .000222 x 30
November |Begin througth October ($483,835.55)
November ($658,401.50)
Begin through Nov {$1,142 337.05) $0.00]|Begin + Dee x 000222 x 30
December |Begin through Nov ($1,142,337.05)
December $372.471.27
Begin through Dec ($769,865.78) $0.00
Total Interest:|  $50,325.84




- DAS-20

OE
Interest Calculation
Month Debt Deficit Interest Notes
January |Begin through Dec $430,233.59
January $1,898,812.91
Begin through Jan $2,329,046.50 $15,511.45/Beqin through Jan x .G00222 X 30
February [Begin through Jan $2,344 557.95
February $465,260.81
Begin throug Feb $2 809,818.76 $18,713.39{Begin through Feb x 000222 x 30
March |Begin through Feb $2,828,532.15
March $1,704,930.03
Begin through March $4,533,462.18]  $30,192.86|Begin through March x .000222 x 30
Aprii  [Begin through March $4,563,655.04
April $881,249.26
Begin through April $5,444 904,30 $36,263.06|Begin through April x .000222 x 30
May |Begin through April $5,481,167.36
May ($411,635.54)
Begin through May $5,069,531.82 $33,763.08|Begin through May x .000222 x 30
June Begin through May $5,103,294 .90
June ($654,255.51)
Begin through June $4,449,039.39 $29,630.60[Begin through June x .000222 x 30
July Begin through June $4,478,669.99
July ($2,136,466.90)
Begin through July $2,342,203.09 $15,599.07|Begin through July x .000222 x 30
August |Begin through July $2,357,802.17
August ($1,736,195.24)
Begin through Aug $621,606.93 $4,139.90|Begin through Aug x .000222 x 30
Septernber [Begin through Aug $625,746.83
September ($2,198,519.12)
Begin through Sept {$1,572,772.29) $0.00]Begin through Sept x .000222 x 30
October |Begin through Sept ($1,572,772.29)
October ($3,419,307.26)
Begin through October ($4,892 079.55) $0.00Begin throtgh Sept x 000222 x 30
MNovember |Begin througth October ($4,992,079.55)
November {$1,835,084.23)
Begin through Nov {$6,827,163.78) $0.00{Begin + Dec x .000222 x 30
December |Begin through Nov ($6,827,163.78)
Decamber $157,678.97
Begin through Dec (56,669,484.81) $0.00
Total Interest:] $183,813.42




TE

Interest Calculation

DAS-21

Manth Debt Deficit Interest Notes
January [Begin through Dec {331,099.42)
January 464,087 .61
Begin through Jan 132,988.19 885.70 |Begin through Jan x .000222 X 30
February |Begin through Jan 133,673.89
February 14,944 .61
Begin throug Feb 148, 818.50 991.13 {Begin through Feb x .000222 x 30
March |Begin through Feb 149,80963
March 510,440.79
Begin through March 660,250.42 4,397.27 |Begin through March x.000222 x 30
April Begyin through March 664,647 .69
April 298,080.67
Begin through April 962 728.36 6411.77 |Begin through April x 000222 x 30
May Begin through April 969,140.13
May {368,236.17)
Begin through May 600,903.96 4,002.02 |Begin through May x .000222 x 30
June Begin through May 604,905.98
June {316,097.76)
Begin through June 288,808.22 1,923.46 ]Begin through June x 000222 x 30
July Begin thraugh June 290,731.68
Juily {411,675.52)
Begin through July {120,943.83} 0.00 |Begin through July x .000222 x 30
August |Begin through July {120,943.83)
August (294,286.64)
Begin through Aug (415,230.47) 0.00 |Begin through Aug X .000222 x 30
September |Begin through Aug (4156,230.47)
September {569 .418.14
Begin through Sept {984,649.61) 0.00 |Begin through Sept x 000222 x 30
QOctober jBegin through Sept {984,649.61)
October (1,022 262.18)
Begin through October _(2,008,911.77) 0.00 |Begin through Oct x 000222 x 30
Novemnber |Begin througth October (2,008 911.77)
November (568,168.92)
Begin through Nov (2,575,080.69) 0.00 |Begin through Nov x .000222 x 30
December |Begin through Nov {2,575,080.69
December 74,630.55
Begin through Dec (2,500,450.14) 0.00
Total Interest: 18,611.35



http://568.168.92J

Jan-08
Feb-08
Mar-08
Apr-0B
May-08

- |Jun-08

Jul-08

Aug-08
Sep-07
Oct-07
Nov-07
Dec-07

CSP

Calculation of Aliowance for Undercollection

DAS-22

KWh sales X
USF rider= Rider Expected Revenue/| Average
Kwh Expected Revenue Collection  [Rider Collection Collection
1,913,383,008 $1,990678.25( §1,978,745.81 98.40% 99.61%
1,820,124 516 $1,863,258.55| 51,356,218.55 99.62% 99.00%
2,072,231 ,9391 $1 .856,235.701 $1,854,1567.17 99.89%
1,727,288,648 $1,637,354.680] §1,634745.28 99.84%
1,582,333,899 $1,434,656.88] $1,431,101.50 99.76%
1,759,682 309 $2,152,540.86 $2,145094.51 99.65%
1,998,028,106 $2,495651.21 $2,485,704.44 89.60%
2,060,374,545 $2574561.62] $2561,711.79 29.50%
1,930,183,932 $1,148,986.15| $1,141,065.59 99.31%
1,938,846 398 $1,021,676.95| $1,018,688.07 99.71%
1,668,659,518 $917,799.64 $913,346.72 99.51%
1,857,698,472 $1,04419234] $1.039,349.32 99,.54%
22 419,035,340 $20,137,494.95 $20,059,528.75

Target Revenue:
Total Cost:(Target Revenue / 99%)
Allowance:{Tatal Cost - Total Revenue)

$24,320,068.86
$24,565,726.12

$245,657.26




OP

Calculation of Allowance for Undercollection

DAS-23

KWh sales X
current rider = Rider Expected Revenue/| Average
KWH Expected Revenue]  Collection _ |Rider Collection Collection
Jan-08 2,608,060,780 $2,307,893.58| $2,302,391.82 99.76% 100.08%
Feb-08 2,410,529,684 $2,148,098.27| $2,146,326.83 99.92%| 99.00%
Mar-08 2,344,191,605 $2,084,246.10] $2,082530.46 99.92%
Apr-08 2,452,636,431 $1,930,226.15| $1,930,517.21 100.02%
May-08 2,134,575,008 $1,672,116.17] $1,668,788.34 99.80%
Jun-08 2,147 397,297 $2,185,884.89] $2,178,451.31 99.66%
Jul-08 2,482,389,862 $2,416,902.47| $2,408,099.95 99.64%
Aug-08 2,353,886,412 $2,360,874.04| $2,452,751.84 103.50%
Sep-07 2,250,537,378 $1,005,507.51] $1,001,828.49 99.63%
Oct-07 2,314,213,323 $921,341.16]  $818,450.88 55.69%
Nov-07 2,065,642,532 $872,387.69] $869,380.30 99.66%
Dec-07 2,553,089,923 $1,052481.11] $1.050,063.51 89 77%

28,117,150,235

Target Revenue:

Total Cost{Target Revenue / .99)

$20,966,959.13

Allowance:(Total Cost - Total Revenue)

$21,009,591.04

$21,054,731.50
$21,267,405.56
$212674.06



Jan-08
Feb-08B
Mar-08
Apr-08
May-08
Jun-08
Jul-08
Aug-08
Sep-07
Oct-07
Nov-07
Dec-07

DAS-24

Target Revenue:
Total Cost:(Target Revenue / Average Collection)
Allowance:(Tatal Cost - Total Revenue)

$21,769,207.23
$22,002,491.50
$243,254.28

Duke
Calculation of Allowance for Undercollection
KWh sales X

USF rider= Rider Expected Revenuef] Average

KYVH Expected Revenue Coilection |Rider Collection Colection

1,942,717 131 $2,081,400.20| $20868,615.84 08.91%| 98.89%
1,827,754,668 $1,967,744.65| $1,941,651.50 98.67%
1,772,667 337 $1,889,179.52] $1,877.841.84 98.88%
1,623,311,820 $1.710,278.07| $1,693,165.53 99.00%
1,487, 877,304 $1,554,079.89| $1,537,511.08 93.93%
1,732,552,584 $1,818,039.53| $1,797,474.49 98.87%
1,923,236,804 $2,044613.14] $2,019,861.03 98.79%
1,968,276,817 $2.100,311.33] $2,074,850.18 098.79%
2,119,680,594 $1,722,372,79| $1,705,235.86 99.01%
1,765,164,510| $1,415,951.07] $1,401,376.38 98.97%
1,593,626,762 $1,268,719.95| $1,255,079.53 98.92%
1,789 125 563 $1,451,330.36] $1,436,680.72 D8.99%

21,545,991,694 $21,044,020.52| $20,809,343.95



DAS-25

DPL
Calculation of Allowance for Undercollection
KWh sales X
current rider = Rider Expected Revenueq  Average
KWH Expected Revenue Collection Rider Collection Collection
Jan-08 1,374,260,433 $1,120648.16| $1,103,309.93 98 45% 97.36%
Feb-08 1,319,198,229 $1,075,747.39] $1,055,604.60| 98.13%
Mar-08 1,311,554,3486 $1,069,514.14] $1,050,847.95 88.26%
Apr-08 1,160,307,516 $946,179.09| $919,266.20 897.16%
May-08 1,047 396,835 $854,105.46 $822323.44 86 28%
Jun-08 1,153,063,996 $940,272.32 $910,208.10 96.80%
Jul-08 1,322,701,853 $1,078,604.44| §1,047,840.17 87 15%
Aug-08 1,343,297,945 $1,095,399.63] §1,066,1B8.86 87.33%
Sep-07 1,390,566,415 $1,183,946.17] $1,182,072.21 87.31%
Oct-07 1,210,529,263 $1,030,660.22 $096,246.86 86,66%
Nov-07 1,155,270,068 $983,611.83 $950,751.37 96.66%
Dec-07 1,194,142 544 $1,016,708.35 $997,765.58 98.14%
14,982,289,445  $12,395,397.19 $12,072,426.67

Target Revenue:

Total Cost:(Target Revenue / Average Collection)

$18,626,655.77
$19,131,750.84

Allowance:(Total Cost - Total Revenue)

$505,104.08



CEl

Calculation of Allowance for Undercollection

DAS-26

KWh sales X
USF rider= Rider Expected Revenue/]  Average
KWH Expected Revenue Collection  jRider Collection Collection
Jan-08 1.772,859,428 $1,572,903.42| $1,551,781.66 98.66% 99.18%
Feb-08 1,697,785,462 $1,490,201.03] $1,477,067.78 99.12% 98.00%
Mar-08 1,692,492 209 $1,481,93255] §1,477.563.13 98.71%
Apr-08 1,573,126 572 $1,368,404.24| $1,339,015.69 97.85%
May-08 1,415,846,529 $1,223,199.89| $1,227,067.64 100.32%
Jun-08 1,548,001 445 $1,346,908.26] $1,333,326.67 98.99%
Jul-08 1,707,495 458 $1,497.431.04] $1,482,82567 98.02%
Aug-08 1,772,781,294 $1,652,089.69| $1,56561,806.68 99.98%
Sep-07 1,761,031,101 $1,506,735.54] $1,585,990.57 99.23%
Oct-07 1,612,830,787 $1,454,047.03] $1,434,500.78 98.66%
Nov-07 - 1,507,438,249 $1,357,026.67| $1,336,241.26 98.47%
Dec-07 1,535,133,602 $1,3684,085.30] $1,385,504.02 100.10%

$19,596,832,126

Target Revenue:

$17,324,964 67

Total Cost:(Target Revenue / 58%
Allowance:{Total Cost - Target Revenue)

$17,182,681.55

$15,486,526.87
$15,642,856.44

$156,429.56



Jan-08
Feb-08
Mar-08
Apr-08
May-08
Jun-08
Jul-08
Aug-08
Sep-07
Oct-07
Nay-07
Dec-07

DAS-27

Target Revenue:

OE
Calculation of Allowance for Undercollection
KWh sales X
USF rider = Rider Expected Revenue/ Average
KWH Expected Revenue Collection  JRider Collection Collection
2282644528 53,161,510 $3,158,182 99.89% 100.63%
2.267,886,039 $3,100,762 $3,130,8898 100.97% 99,00%

2,239,563,950 $3,058,255 $3,093,273 101.15%
2,048,265 242 $2,789,488 $2,810,430 100.75%
1,837,855,707 $2,470,573 $2,516,466 101.86%
2,047,807,029 $2,771,a49i $2,809,208 101.35%
2,223,596,402 $3,054,304 $3,065,692 100.37%
2,319,392, 520 $3,162,779 $3,201,828 101.23%
2,342 200,586 $2,802,179 $2,805,256 100.11%
2,110,592 062 $2516,671 $2,516,269 99 98%
1,982,740,550 $2,363 475 $2,359,752 89.84%
2,133,029 824 $2,551,770 $2,552,214 100.02%

25,835,578 439 $33,803,615 $34,019,459

$44.094 066 B9

Total Cost:(Target Revenue / .99) 44 539,461.50

445,394 62

Allowance:(Total Cost - Total Revenue)



Jan-08
Feb-02
Mar-08
Apr-08
May-08
Jun-08
Jui-08
Aug08
Sep07
Qct-07
Nov-07
Dec07

DAS-28

TE
Calculation of Allowance for Undercollection
KWh sales X
USF rider= Rider Expected Reveny Average
KWH Expected Revenue Collection Rider Collection | Collection

918,323,821 $1,234,586.53] $1,177,265.11 $5.36% 97.72%
915,032,435 $1,189,55289 §1,175712.88 98.84%
889,689,458 $1,17401069( $1,157,491.28 98 59%
827,759,412 $1,087,48531| $1,041913.16 55.81%
795,248,673 $991,128.87 $980,90%9.82 98.97%
854,291,050 $1,100,341.90( $1,072,937.42 97.51%
892,273,114 $1,217,434.54| $1,165,675.97 95.70%
946,165,888 $1,265237.15| $1,238,667.05 57.90%
956,159,181 $856,689.86 $£853,746.44 59.66%
857,952 666 $764,668.71 $746,685.52 97.65%
820,418,367 $731,205.69 $711,779.51 97.34%
868,397,715 $774,770.30 $769,701.67 99.35%

10,541,711,780

Target Revenue:
Total Cost(Target Revenue / Average Collection)
Allowance:{Total Cost - Total Revenue)

$12,387,132.43

$12,051,886.83

$14,156,746.38
$14,486,744 .86

$329,098.48



Jan-08
Feb-08
Mar-08
Apr-08
May-08
Jun-08
Jul-08
Aug-08
Sep-07
Oct-07
Nov-07
Dec-07

CSP
KWH Sales

Past 12 months
KWh

1,913,383,008
1,920,124,516
2,072,231,989
1,727,288,648
1,582,333,899
1,759,882,309
1,998,028,106
2,060,374,545
1,930,183,932
1,938,846,398
1,658,659,518
1,857,698,472

22,419,035,340

DAS-29



Jan-08
Feb-08
Mar-08
Apr-08
May-08
Jun-08
Jul-08
Aug-08
Sep-07
Oct-07
Nov-07
Dec-07

OP
KWH Sales

Past 12 months

KWh

2,608,060,780
2,410,529,684
2,344,191 605
2,452,636,431
2,134,575,008
2,147,397,297
2,482,389,862
2,353,886,412
2,250,537,378
2,314,213,323
2,065,642,532
2,5653,089,923

28,117,150,235

DAS-30



Jan-08
Feb-08
Mar-08
Apr-08
May-08
Jun-08

Jul-08
Aug-08
Sep-07
Oct-07
Nov-07
Dec-07

Duke

KWH

1,042,717,131
1,827,754,668
1,772,667,337
1,623,311,620
1,487,877,304
1,732,552,584
1,923,236,804
1,968,276,817
2,119,680,594
1,765,164,510
1,593,626,762
1,789,125,563

21,545,991,694

DAS-31



Jan-08
Feb-08
Mar-08
Apr-08
May-08
Jun-08
Jul-08
Aug-08
Sep-07
Oct-07
Nov-07
Dec-07

DPL
KWH Sales

KWH

1,374,260,433
1,319,198,229
1,311,554,328
1,160,307,516
1,047,396,835
1,153,063,996
1,322,701,853
1,343,297,945
1,390,566,415
1,210,529,263
1,155,270,068
1,194,142,544

14,982,289,425

DAS-32



Jan-08
Feb-08
Mar-08
Apr-08
May-08
Jun-08

Jul-08
Aug-08
Sep-07
Oct-07
Nov-07
Dec-07

CEl
KWH Sales

KWH

1,772,859,428
1,697,795,452
1,692,492,209
1,573,126,572
1,415,846,529
1,548,001,445
1,707,495,458
1,772,781,294
1,761,031,101
1,612,830,787
1,507,438,249
1,535,133,602

19,596,832,126

DAS-33



Jan-08
Feb-08
Mar-08
Apr-08
May-08
Jun-08
Jul-08
Aug-08
Sep-07
Oct-07
Nov-07
Dec-07

OE
KWH Sales

KWH

2,282,644,528

2,267,886,039

2,239,563,950
2,048,265,242
1,837,859,707
2,047,807,029
2,223,596,402
2,319,392,520
2,342,200,586
2,110,592,062
1,982,740,550
2,133,029,824

25,835,578,439

DAS-34



Jan-08
Feb-08
Mar-08
Apr-08
May-08
Jun-08

Jul-08
Aug-08
Sep-07
Oct-07
Nov-07
Dec-07

TE

KWH Sales

KWH

918,323,821
915,032,435
889,689,458
827,759,412
795,248,673
854,291,050
892,273,114
946,165,888
956,159,181
857,952,666
820,418,367
868,397,715

10,541,711,780

DAS-35



Two-Tiered Rider
CSP

Proposal

First Block 833,000 kwh (10,000,000 per Year ) (18)

Over 833,000 kWh [Lower of 10/93 Rate (1) or Uniform per Kwh rate (4)]

Calculation

1

2

3

10

11

12

13

14

15

10/99 LISF Rider
a

.

USF Rider Revenue Requirement ~
Total kWh Used in Caloulation
Uniform per Kwh rate

Accounts with Annual kWh Greater than 10,000,000 Kwh
Total Kwh of Accounts Over 10,000,000 kWh Annually
First Block Annual kWh (833,334 Monthly)

Total KWh in First Block (5) x {7)

Revenue First Block Rate x {8)

Total Second Block kWh (6) - (8)

Lower of 10/88 Rate (1) or Uniform per Kwh rate

Second Block Revenue (11) x (10)

Total First and Second Block Revenue (9} + (12}
Revenue @ ODOD Proposed Rate (6) x (4)

Revenue shortfali (13) - (14)

Adjustmerit to Calculation

16

17

18

18

20

21

Adjusted Cost (2) - (9} - (12)
Adjusted kwh (3) - (6)

Adjusted First Block Rate (16)/(17)
Change (18} - (4)

% Change

Annual Cost to Consumer Using 918 KWh per Month (19) x 918 x 12

DAS-36

$ 00014082
$ 0.0001B30

I 3 D.DDO183DI

$24,565,726.12

22,419,035,340

0.0010958

126

681,

SO s s e rocerr

8577424,

10,000,000
1,260,000,000
$ 1,774,349.30
5,717,424,681
$  0.0001830
$ 1,046,288.72
$ 2,820,638.01
$ 7,645534.30

$ (4,824,896.29)

$21,745,088.11

15,441,610,659

$0.0014082

$ 0.0003125
2B.5%

3 3.44



Two-Tiered Rider
Ohlo Power

Proposal

First Block 833,000 k\Wh {10,000,000 per Year ) (18)

Over 833,000 KWh [Lower of 10498 Rate (1) or Uniform per Kwh rate {4)]

Calculation

1 10/99 USF Rider

2 USF Rider Revenus Reguirement

3 Total KWh Used in Calculation

4 Uniform per Kwh rate

5 Accounts with Annual kWh Greater than 10,000,000 kWh
6 Total Kwh of Accounts Over 10,000,000 kwwh Annually
v First Block Annual kKWh (833,334 Monthly)

8 Total kwWh in First Block {5) x (7)

9 Revenue First Block Rate x {8)

10 Total Second Block kiwh (6) - (B)

11 Lower of 10/99 Rate (1) or Unifarm per Kwh rate

12 Second Block Revenue {11) x (10}

13 Total First and Second Block Revenue {(9) + (12)

14 Revenue @ ODOD Proposed Rate (8) x (4)

15 Revenug shortfall (13} - (14)

Adjustment to Calctdation

16 Adjusted Cost (2) - (9) - (12)

17 Adjusted kWh (3) - (6)

18  Adjusted First Block Rate (16)/(17)

19 Change (18} - (4}
20 % Change

21 Annual Cost ta Consumer Using 986 kWh per Month (19) x 986 x 12

DAS-37

$  0.0011245
$  0.0001681
[s__ooocieet]
$ 21,267,405.56
28,117,150,235
[F__c.0007564]

197

12,791,996 246
10,000,000
1,870,000,000

$ 221524533
10,821,9686,246

L3 0.0001681

1,819,177.57

$

$ 4,034,42280
$ 9,675,680.85
$

(5,641,257.95)

$ 17,232,982.66

15,325,153,889

§  0.0011245

$  0.00028681
48.7%

$ 4.36



Two-Tiered Rider
Duke

Proposal

First Block 833,000 kVWh (10,000,000 per Year ) (18)

Over 833,000 kWh [Lower of 10/99 Rate (1) or Uniform per Kwh Rate

Calculation
1 10/85 USF Rider
2 LUSF Rider Revenue Reguirement
3 Total kwWh Used in Calculation
4 Uniform par Kwh Rate (2} / (3)
5 Accounts with Annual kWh Greater than 10,000,000 k\Wh
-] Total Kwh of Accounts Over 10,000,000 kWh Annually
7 First Block Annual KWh (833,000 Meonthly)
8  Total KWh in First Block (5) x (6)
9 Revenue First Block Rate x (8)
10 Total Second Block kWh (6) - (8)
11 Lower of 10/99 Rate {1) or Unifarm Per Kwh Rate (4)
12 Second Block Revenue (11} x (10)
13 Total First and Second Block Revenue (9) + {12)
14 Revenue @ Uniform per Kwh Rate (6} x (4}
15 Reduction in Total Revenue (13) - (14)
Adjustment to Calculation
16 Adjusted Cost (2) - {9) - (12}
17 Adjusted kWh (3) - (6)
18 Adjusted USF (168)/(17)
19  Change (18) - (4)
20 % Change
21 Annual Cost to Consumer Using 989 kWh per Month {19) x 989 x 12

DAS-38

$  0.0011652
$  0.0004690
[ 0.0004680 )

$22,002 491,50

21,545,001,694

[ coowiz]

142
5,877,523,147
10,000,000
1,420,000,000
$ 1,654,819.70

4,457 523,147

$  0.0004690
$ 209057836
$ 3745,198.05
$ 6,002,051.58

$ (2,256,853.51)

$18,257,283.45
15,668,468 547
$ 0.0011852
$ 0.0001440
14.1%
5 1.7



Two-Tiered Rider
DPL

Proposal

First Block 833,000 kWh (10,000,000 per Year ) (18)

Qver 833,000 kWh [Lower of 10/99 Rate (1) or Uniform per Kwh Rate

Calcuiation

1

2 USF Rider Revenue Requirement
3 Total kWh Used in Calculation
4 Uniform per Kwh Rate (2) / (3)
5 Accounts with Annual kWh Greater than 10,000,000 kWh
6 Total Kwh of Accounts Over 10,000,000 kWh Annually
7 First Block Annual XWh (833,000 Monthly)
8 Tatal kWh in First Block (5) x {6)
9 Revenue First Block Rats x (8)
10  Total Second Block KWh (6) - (8)
11 Lower of 10/99 Rate (1) or Uniform Per Kwh Rate (4)
12 Second Block Revenue (11) x (10)
13 Total First and Second Block Revenue (9) + (12)
14 Revenue @ Uniform par Kwh Rate (6) x (4}
15 Reduction in Total Revenue (13) - (14)
Adjustment to Calculation
16  Adjusted Cost {2) - (8) - (12)
17  Adjusted kWh (3)- (6)
18  Adjusted USF (16)/{17)
19 Change (18) - (4)
20 % Change
21 Annual Cost to Consumer Using 1010 kiwh per Month {19} x 1010 x 12

10799 USF Rider

§
$

DAS-39

0.0014596
0.0005700

G 0.0005700 |

$19,131,759.84

14,982, 289,425
[ 00012770
108
4,135,693,202
10,000,000
1,060,000,000
$ 1,547,153.46
3,075,693,202
5 0.0005700
$ 1,753,145.13
$  3,300,208.59
$ 5,281,108.04
$ (1,980,809.45)
$ 15,831,481.25
10,846,596,223
$ 0.0014596
$ 0.0001826
14.3%

$ 2.21



Two-Tlered Rider

CEl

Proposal

First Block 833,000 kwWh (10,000,000 per Year ) (18)

Qver 833,000 k¥Wh [Lower of 10/99 Rate (1) or Uniform per Kwh Rate (4}]

Calculation

1

2

3

10
1"
12
13
14

15

10/99 USF Rider

USF Rider Revenue Reguirement

Total kw'h Used in Calculation

Uniform per Kwh Rate (2) / (3)

Accounts with Annual kWh Greater than 10,000,000 kWh
Total Kwh of Accounts Cver 10,000,000 KWh Annually
First Block Annual kWh (833,000 Monthly)

Total kWh in First Block (5) x (6)

Revenue First Block Rate x (8)

Total Second Block KWwh (B) - (8)

Lower of 10/89 Rate (1) or Uniform Pet Kwh Rate (4)
Second Block Revenue (11} x (10)

Total First and Second Block Revenue (9} +{12)
Revenue @ Uniform per Kwh Rate (6) x (4)

Reductfion in Total Revenue (13) - (14)

Adiustment to Calculation

16

17

18

18

20

21

Adjusted Cost (2) - (9) - (12)
Adjusted kKWh (3) - (6)
Adjusted USF (18)/(17)
Change (18) - (4)

% Change

Annual Cost to Consumer Using 672 KWh per Month {19) x 672 x 12

DAS-40

B 00008534
$ 0.0005680
B 0.0005680 |
$ 15,642,956 44

19,596,832,126
B 0.0007982 |
150
5,821,273,570
10,000,000
1,500,000,000
$ 1,295,056.38
4,321,273,570
$ 0.0005680
$ 2,454,483.39
$ 3,749,539.77
$ 4 646,767.82
($897,228.05)
$ 11,893,416.67
13,775,558,556
$ 0.0008634
$0.0000851
8.2%
$ 0.53


file:///C/Nh

Two-Tiered Rider
Ohio Edison

Proposal

First Block 833,000 kWh (10,000,000 per Year } (18)

Over 833,000 kKWh [Lower of 10/89 Rate (1) or Uniform per Kwh Rats

Calculation

1

2 USF Rider Revenue Requirement
3 Total kWh Used in Calculation
4 Uniform per Kwh Rate (2) / (3}
5 Accounts with Annual KWh Greater than 10,000,000 kWh
6 Total Kwh of Accaunts Over 10,000,000 kWh Annually
7 First Block Annual kvwh (833,000 Monthly)
8 Total kWh in First Block (5) x (6)
9 Revenue First Block Rate x (8)
10 Total Second Block kWh (6) - (8)
11 Lower of 10/29 Rate (1) or Uniform Per Kwh Rate (4)
12 Second Block Revenue (11} x (10}
13 Total First and Second Block Revenue (9) + {12)
14 Revenue @ Uniform per Kwh Rate (6] x (4)
15 Reduction in Total Revenue (13)- (14)
Adustment to Calculation
16 Adjusted Cost (2) - (8) - (12)
17 Adjusted kWh (3) - (B)
18 Adjusted USF (18)A(17)
19 Change {18) - (4}
20 % Change
21 Annual Cost to Consumer Using 800 KWh per Month {19) x 800 x 12

10/99 USF Rider

DAS-41

0.0019592
0.0010461

o N

s 0.0010451 I

$ 44,538,461.50

25,835,578 439

E3 0.0017240]

165

8,605,014,719
10,000,000
1,950,000,000
$ 3,820,347.50
6,655,014,719
$  0.0010461
$ 6,961,610.90
$ 10,782,158.40
$ 14,834,687.08

$ (4,052,528.69)

$ 33,757,303.10

17,230,563,720
$ 00019562
$  0.0002352
13.6%

3 2.26



Two-Tiered Rider
Toledo Edison

Proposal

Calculation
1 10/98 USF Rider
2 USF Rider Revenue Requirement
3 Total kWwh Used in Calculation
4 Uniform per Kwh rate
5 Accounts with Annual kWwh Greater than 10,000,000 kWh
6 Total Kwh of Accounts Cver 10,000,000 kWh Annually
7 First Block Annual KWh (833,334 Manthly)
8 Total kWh in First Block (5) x (6)
9 Revenue First Block Rate x {8)
10 Total Second Block kWh (€) - (8)
11 Lower of 10/99 Rate (1) or Uniform per Kwh rate
12 Second Block Revenue (11) x (10)
13  Total First and Second Block Revenue (3) + (12)
14 Revenue @ ODOD Proposed Rate (6) x {4)
15 Revenue shortfall (13) - (14)
Adjustment to Calcutation
16  Adjusted Cost (2)-{9) - (12)
17 Adjusted kWh (3)- (6)
18  Adjusted First Block Rate {16)/(17)
19 Change (18) - (4)
20 % Change
21 Annual Cost to Consumer Using 769 kWh per Month (19) x 769 x 12

First Block 833,000 KWh (10,000,000 per Year ) (18)

Over 833,000 KWh [Lower of 10/99 Rate (1) or Uniform per Kwh raie

DAS-42

$  0.0019049
$ 0000510

0.0005610
$ 14,486,744 86

10,541,711,780

I 3 00013742 I

66
4,822,721,014
10,000,000
660,000,000

$ 1,257,246.30
4,162,721,014
$ 0.0005610
$ 2,335286.48
$ 359253279
$ 6,627,531.69

$ (3,034,998.90)

$10,854,212.08

5,718,990,766

$ 00019049

$ 0.0005307
38.6%

5 4.80



Restated 2008 Two-Tiered Rider

DAS-43

CSP
Proposal
First Block 833,000 kWh (10,000,000 per Year } (18) B 0.0014525
Qver 833,000 kWh [Lower of 10/99 Rate (1) or Uniform per Kwh rate (4)] g 0.00071830
Calculation
1 10/99 USF Rider [$~ 00001630

USF Rider Revenue Requirement+Supplemnental Requirement
Supplemental Requirement= $3,976,452

Accounts with Annual KWh Greater than 10,000,000 KWh

Total Kwh of Accounts Over 10,000,000 kWwh Annually

First Block Annual KWh {833,334 Monthly)

Lower of 10/92 Rate (1) or Uniform per Kwh rate

Total First and Second Black Revenue (9) + {12}

Revenue g ODOD Proposed Rate {8) X {4)

2

3 Total KWh Used in Calculation

4 Uniform per Kwh rate

5

3

7

8 Total kWh in First Block (5) x (6)

9 Revenue First Block Rate x (8}

10 Total Second Block kWh (6) - (8)

1

12 Second Block Revenue (11) x (10)

13

14

15 Revenue shortfall (13) - (14)
Adjustment to Calculation

16  Adjusted Cost {2} - (9)-{12)

17 Adjusted kWh (3)- (6)

18 Adjusted First Block Rate (16)(17)

19 Change {18} - {4)

20 % Change

21

Annual Cost fo Consumer Using 918 KWh per Month (19} x 818 x 12

$ 25103617.30

21,688,489,300

|§ 0.0011575 l

10,000,000

1,240,000,000
$  1,801,102.31
5,040,500,506
$ 0.0001830
$ 922 411.59

$ 2,723,513.90

L

7,268,451.75

$ (4,545937.85)

$ 22,380,103.40

15,407,968,794
$0.0014525

$ 0.0002950
25.5%

$ 3.25



Restated 2008 Two-Tiered Rider
Ohio Power

Proposal

First Block 833,000 kWh (10,000,000 per Year } (18)
COver 833,000 kWh [Lower of 10/89 Rate (1) or Uniform per Kwh rate (4}]

Calculation
1 10/99 USF Rider
2 USF Rider Revenue Requirement+Supplemental Requirement
Supplemental Requirement= $2,824,562
3 Total kiwh Used in Calculation
4 Uniform per Kwh rate
5 Accounts with Annual kWh Greater than 10,000,000 kWh
6 Total Kwh of Accounts Over 10,000,000 kWWh Annually
7 First Block Annual kWh {833,334 Monthly)
8 Total kwWh in First Block (5) x (6)
<] Revenue First Block Rate x (8)
10 Total Second Block kwwh (6) - (8)
11 Lower of 10/99 Rata (1) or Uniform per Kwh rate
12 Second Block Revenue (11) x {10}
13 Total First and Second Block Revenue {8) + (12)
14  Revenue @ ODOD Proposed Rate (6) x {(4)
16 Revenue shortfall (13)-(14)

Adjustment to Calculation

16

17

18

18

20

21

Adjusted Cost (2) - {9) - (12)
Adjusted kwh (3} - (B)

Adjusted First Block Rate (16)/17}
Change (18) - (4)

% Change

Annual Cost to Consumer Using 886 kWh per Month (19) x 986 x 12

DAS-44

0.0014286
$ 0.0001581

L]

L3 0.0001681 |

$ 2646998227
27,324,354,515

I § 0.0009695 |

197

11,036,0688,536
10,000,000
1,970,000,000

$ 2,816,362.06

5,0686,988,536

L]

0.0001881

1,675,450.77
4,491,812.84

11,572,482 51

L B B B -

(7,080,669.67)

$§ 2199816943

15,387, 385,079

$ 0.0014298
$ 0.0004802
47 5%

L] 544
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Paul Colbert
Duke Energy Ohio, Inc,
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FirstEnergy Corp.
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OPoD &bt o

BEFORE

THE PUBLIC UTILITIES COMMISSION OF OHIO
In the Matter of the Application of the

Ohio Department of Development for "
an Order Approving Adjustments to the Case No. 08-058-EL-UNC
Universal Service Fund Riders of
Junisdictional Ohio Electric Distribution
Utilities.

-}
=2 0
= om
- =
—— @
5 3
C o g
) o W
- A
O:__:;L“%
o]

3 2

SUPPLEMENTAL TESTIMONY
OF
DONALD A. SKAGGS

ON BEHALF OF
THE OHIO DEPARTMENT OF DEVELOPMENT

November 26, 2008



10

11

12

13

14

15

16

17

18

19

20

21

SUPPLEMENTAL TESTIMONY OF DONALD A. SKAGGS
On Behalf of The Ohio Department of Development

Please state your name and bl;siness address.
My name is Donald A. Skaggs. My business address is Ohio Department of
Development ("ODOD"), 77 South High Street, 25th Floor, Columbus, Chio 43216-
1001.
By whom are you employed and in what capacity?
I am employed by ODOD in its Office of Community Services ("OCS") as Assistant
Office Chief.
Have you previously submitted written testimony on behalf of ODOD in support of
its application in this proceeding?
Yes. My direct testimony in support of ODOD’s onginal application was filed in this
docket on October 31, 2008,
What is the purpose of your supplemental testimony?
The purpose of this supplemental testimony is to support the amended application which
ODOI has filed in this proceeding. In this testimony, I discuss the reasons for the
changes to the Universal Service Fund (“USF”) rider revenue requirements and USF rider
rates originally proposed for each electric distribution utility (“EDU”) and sponsor the
revised exhibits and workpapers that document these changes.
Why has ODOD filed an amended application?
The approved test period for purposes of this case is calendar 2008. Because actual 2008
data was only available through August 2008 at the time the original application was

prepared, ODOD utilized data from the corresponding months of 2007 as a surrogate for
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those months of the 2008 test period for which actual data was not available. However,
ODOD reserved the right to update its calculations to incorporate additional actual data
as it became available. ODOD now has EDU-reported data for September 2008, and 1
have substituted that data for the September 2007 data that was used in the original test-
period analysis. In addition, I have also revised the test-period analysis to annualize the
impact of certain 2008 EDU rate changes that were not reported by the EDUs in question
until after the original application was prepared.

How does the inclusion of the additional month of actual data impact your revenue
requirement analysis?

Substituting the actual numbers for September 2008 for the estimates used in the original
analysis changes the test-period cost of electricity delivered to the EDU’s PIPP customers
as well as the amount of the test-period USF nder collections that are offset against that
cost to determine the test-period cost of PIPP. Although the primary impact is on the cost
of PIPP, there are also changes to several other USF rider revenue requirement
components that flow from substituting actual numbers from September 2008 for the
September 2007 numbers used in my original analysis.

Please explain.

First, because the Electric Partnership Program (“EPP”) costs are allocated based on the
EDU’s relative cost of PIPP, the changes to the EDU’s respective cost of PIPP
components produce changes in the EPP component as well. Second, the projected
December 31, 2008 PIPP account balances for each EDU must also be recalculated to

capture the impact of this additional actual data, resulting in changes in the adjustments
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necessary to synchronize the proposed riders with EDU’s PIPP USF account balances as
of the riders’ proposed effective date of January 1, 2009. Third, the substitution of the
actual Kwh sales for September 2008 in the Kwh sales figures used in the original
calculations, coupled with other factors driving revisions to the cost of PIPP, also impacts
the interest component. Finally, the changes in Kwh sales and pro forma rider revenues
also affect the calculation of the undercollection component.

You indicated that you also revised your USF rider revenue requirement analysis to
reflect the impact of 2008 EDU rate changes that had not been reported at the time
the original application was prepared. How do changes in EDU rates affect the USF
rider revenue requirement?

As I explained in my direct testimony, EDU rate adjustments affect the cost of electricity
delivered to PIPP customers, but do not change the level of PIPP customer payments
because those payments are based on fixed, specified percentages of customer income
and are not tied to the rates charged. Thus, an increase in an EDU rate element increases
the cost of PIPP by widening the gap between the cost of electricity delivered to PIPP
customers and the amount paid by PIPP customers. On the other hand, a decrease in an
EDU rate element reduces the cost of PIPP by narrowing this gap. Although the use of
actual data for months subsequent to a rate change will capture the impact of the rate
adjustment for those months, it is necessary to annualize the impact of the rate change if
the total test-period cost of PIPP is to reflect the annual revenue requirement that must be
recovered through this component of the USF rider rate. Again, the primary impact these

adjustments is on the cost of PIPP, but, as in the case of the adjustment to include actual
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September 2008 data, these adjustments also affect those other elements of the USF rider
revenue requirement identified above.

What is the overall impact on the indicated aggregate USF rider revenue
requirement of the various adjustments to cost of PIPP you have just described?
These changes produce an indicated aggregate USFE rider revenue requirement of
$156,579,457, as compared to the total annual USF nider revenue target of $161,636,546
identified in the original application. This revised revenue requirement, when compared
to the revised adjusted test-period USF rider revenues of $152,257,281, prbduces the
indicated aggregate revenue deficiency of $4,332,628 shown on the table on page 6 of the
amended application, as compared to the $8,412,820 total deficiency reported in the
original application. On an individual company basis, DPL, OE, and TE continue to
show projected deficiencies based on the adjusted pro forma revenues their current USF
rider rates would generate, while CEl, CSP, Duke Energy Ohio (“Duke”), and OP
continue to show a projected surplus at their current rates.

Have you prepared revised exhibits supporting the changes you have described?
Yes. I prepared the exhibits attached to the amended application, which show the
elements of the revised USF rider revenue requirement on a company-by-company basis.
The workpapers supporting theses changes are attached to my supplemental testimony.
The underlying methodology for each calculation is the same as described in my initial
testimony.

How was the cost of PIPP component of each EDU’s revenue requirement

determined for purposes of the amended application?
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The cost of PIPP represents the total cost of electricity consumed by each EDU's PIPP
customers during the test period, plus pre-PIPP balances, less all payments made by or on
behalf of PIPP customers, including agency payments, over the same period.

Substituting actual data for September 2008 for the September 2007 data used in the
original analysis produces the revised test-period cost of PIPP for each EDU shown in
Exhibit A to the amended application. The supporting work papers are attached to my
supplemental testimony as Exhibits DAS-Rev-1 through DAS-Rev-7. However, as
discussed above, it is necessary to adjust the test-peiiod cost of PIPP to reflect the impact
of EDU rate increases not otherwise captured in the test-period analysis.

Your direct testimony describes the adjustments to the cost of PIPP you made to
reflect Commission-approved changes to the rates charged by the Dayton Power
and Light Company (“DPL”) that took effect during the test period, as well as
adjustments you made to reflect known changes to DPL’s rates that will become
effective January 1, 2009. What additional adjustments are you proposing for EDU
rate changes at this time?

Subsequent to the preparation of the application, Columbus Southern Power Company
(“CSP”) and Ohio Power Company (“OP”) reported two Commission-approved changes
in their respective generation service riders that were not captured in my original
calculation of the test-period cost of PIPP for these companies, These riders changed
effective December 2007 — the CSP rider increased and OP rider decreased — and both
riders increased effective February 2008. To annualize the impact of these changes, it

wis necessary to restate the proforma collections for those months of the test period prior
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to the months in which the changes took effect, including the surrogate months of
October, November, and December 2007. The calculation of the adjustments for CSP
and OP are shown, respectively, in Exhibit A.1.a and A.1.b of the amended application.
The net amounts are carried forward to the “2008 EDU Rate Increases” column in
Exhibit A.1. CSP and OP also reported that their regulatory asset riders were removed
effective January 2008. To avoid overstating the test-period cost of electricity delivered
to PIPP customers, it was necessary ta recalculate the amount collected from PIPP
customers during the surrogate 2007 months to remove the dollars associated with these
riders. These calculations are also shown on Exhibits A.1.a and A.1.b of the amended
application, and the net reductions are carried forward to the “2008 EDU Rate Decreases”
column in Exhibit A.1. The Cleveland Electric Dtumination Company (“CEI"), Ohio
Edison Company (“OE™), and Toledo Edison Company (“TE”) reported that they were
authorized to increase their respective transmission riders applicable to residential service
effective July 1, 2008. Although impact of these increases on the test-period cost of PIPP
is included in the actual data for July through September 2008, the data for the remaining
months of the test period (i.e., January through June of 2008, and the surrogate months of
October through December 2007) do not reflect these rate increases. Thus, I also
adjusted the actual results for the other months of the test period to annualize the impact
of these rate changes on the cost of electricity delivered to PIPP customers. These
adjustments for CEI, OE, and TE are shown, respectively, in Exhibits A.1.d, A.1.e, and
A.l1.fto the amended application, and the increases are carried forward to the “2008 EDU

Rate Increase” column in Exhibit A.1.
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Are the adjustments to the cost of PIPP for DPL rate changes shown on Exhibit A.1
of the amended application the same as the adjustments shown in the original
application?

Yes. However, I consohidated the presentation of the calculations supporting those
adjustments on a single exhibit for purposes of the amended application. Thase
calculations are now shown in Exhibit A.1.c.

What was the overall effect on the adjusted test-period cost of PIPP of substituting
actual data for September 2008 and the additional adjustments for EDU rate
increases you have described?

A comparison of Exhibit A 1 fo the October 31, 2008 application with Exhibit A.1 to the
amended application shows that the net impact of these changes reduced the indicated
aggregate revenue reguirement associated with the cost of PIPP component from
$123,269,741 t0 $120,639,312.

How was the EPP component of the USF rider revenue requirement determined for
purposes of the amended application?

As in the original application, the amended application proposes the $14,946,196
allowance for EPP that was approved by the Commission in its September 10, 2008
finding and order in the NOI phase of this proceeding. As explained above, the specific
amount allocated to each EDU has changed slightly due to the changes in the relative
costs of PIPP, the basis upon which the total allowed EPP costs are allocated. The
development of the allocation factors and the results of the allocation are shown in

Exhibit B to the amended application.
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Mow was the administrative cost compenent of the USF rider revenue
reguirement defermined {or parposes of the amentded application?

Thers is no change i this component from e amount iicluded for
administrative costs in the origingl application. Becawse these costs were
allocated to the EDUs based on the relative number of PIPP custamers during
April 2608, the test-pesiod month with the highest FIPP custome: account
toals, the amounts allocated W the individual DU were unaflecied by the
inclugion of the September 2008 dats. The resudts of the allocation are shown
on Exhibit C to the amended apptication,

What was the impact of substilufing actual dats for Neptember 2008 and
annualizing the effect of the CFL USSP, GF, OF, and TE 2008 rate
increases on the projected December 31, 2608 1ISF acrount balanve
clemens of the USY rider revenae requirement?

As shown in Exhibit D of the amended application, ODOD now projecis v
December 31, 2068 consolidated USF surplus of $7,297,.4635, as comparad to
the surpius of $5,635,634 identified in the original apphication. The
winkpapess showing the calealation of the December 31, 2008 UIST account.
balances now projected for eack company are attached 1o my supplemental
tegtimony as Exhibiis DAS-Rev-8 through DAS-Rev~-14.

Were changes made to the reverve companent of the USFE rider revenue
target in preparing the amended apphication?

As explained in my intiial wstisony, the reserve component is based oo the
EDUs highest monthiy deficit during the test period. The inclusion of actual
data. for Seprember 2008 adjnstisents for the EDU rate inoreases hud na

impact o the calealation of the
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respective EDU reserve requirements for most of the EDUs. However, for Duke, the
surraogate month of September 2007 was the month of the highest test-period deficit.
With the substitution of actual data for September 2008, the surrogate month of October
2007 becomes the month of the highest deficit for Duke. The reserve component for each
EDU is shown in Exhibit F to the amended application.

You indicated that substituting actual Kwh sales for September 2008 and the
adjustments for EDU rate increases that you have described, coupled with other
factors the drive the cost of the PIPP, also impact the allowance for interest
proposed in the amended application. What is this impact?

Although the impact is relatively small, these changes do affect the results of the cash
flow analysis used to develop the allowance for interest. As shown in Exhibit G to the
amended application, the new total allowance for interest 1s $323,309, as opposed to the
$333,010 proposed in the original application. The workpapers supporting the revised
allowance are attached to my supplemental testimony as Exhibits DAS-Rev-15 through
DAS-Rev-21].

You also indicated that substituting actual Kwh sales for September 2008 in
calculating test-period sales, coupled with the change in pro forma USF rider
revenue for the CEL CSP, QFE, OP, and TE rate increases, affects the
undercollection component of thé revenue requirement. What was the impact of
these changes on the undercollection component?

As shown in Exhibit H to the amended application, the total allowance for

undercollection is now $2,147,082, as compared to the $2,138,542 proposed in the
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original application. The workpapers supporting the revision are attached to my
testimony as Exhibits DAS-Rev-22 through DAS-Rev-28.

Did you revise the proposed allowance for the cost of the andits of CEI, DPL, OE,
and TE that will be conducted in 2009 in determining the revised revenue
requirement for purposes of the amended application?

No. The allowances for the cost of the audits of these EDUs are fixed estimates and are
unaffected by the additional adjustments I have described.

Taking into account the various changes you have described, what are the results of
your USF rider revenue requirement analysis?

The results of the revised USF rider revenue requirement analysis for each EDU is
summarized in Exhibit I to the amended application.

How did you calculate the proposed USF rider rate for each EDU?

I applied the same Commission-approved rate design methodology described in my
initial testimony, substituting actual September 2008 Kwh sales for the September 2007
sales used in the original calculation. 1 began by dividing each EDU’s indicated revenue
requirement by its revised test-period sales to determine the per Kwh rate that would be
applicable if the EDU’s revenue requirement were to be recovered through a uniform per
Kwh rate. The Kwh sales figures for each EDU are shown in Exhibits DAS-Rev-29
through DAS-Rev-36.

How did you convert the indicated uniform per Kwh USF rider rate for each EDU

into the two-tiered rates proposed in the amended application?

10
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Under the Commission-approved methodology, the first block of the rate applies to all
monthly consumption up to and including 833,000 Kwh (i.e., one-twelfth of an annual
consumption of 10,000,000 Kwh), while the second block applies to all consumption
above 833,000 Kwh per month. The rate per Kwh for the second block is set at the lower
of the PIPP nider rate in effect in October 1999 or the per-Kwh rate that would apply if
the EDU’s annual USF rider revenue requirement were to be recovered through a single
block per-Kwh rate, with the rate for the first block set at the level necessary to produce
the remainder of the EDU’s annual USF nider revenue requirement. In this case, this cap
is in play for all the EDUs, so all the proposed rider rates have this declining block
feature as shown in the table on page 13 of the amended application. The workpapers
supporting the rate calculations are attached to my testimony as Exhibits DAS-Rev-36
through DAS-Rev-42. The final line item (line 21) on each of these exhibits shows the
annual cost impact on the average residential consumer resulting from the use of the
declining block rate structure as opposed to an uniform rate per Kwh. As in prior cases,
I have included this analysis purely for informational purposes.

How do the USF riders proposed in the amended application compare to the current
USF riders?

The table presented at page 13 of the amended application compares the USF nider rate
now proposed for each EDU with the EDU’s current USF rider. As I previously
indicated, the test period revenues produced by the current DPL, OE, and TE

rider rates are below the indicated USF rider revenue requirements for these companies.

Accordingly, the USF rider rates proposed for these EDUs are higher than their current

11
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USF rider rates. On the other hand, the current CEl, CSP, Duke, and OP riders

would generate pro forma revenues that exceed their indicated revenue requirements.
Thus, the proposed USF rider rates for these EDUs are lower than their current USF rider
rates.

Will the USF rider adjustments proposed in the amended application produce the
minimum amount of revenue necessary to serve the purposes for which the USF
riders were created?

Yes. ODOD's goal is to be to propose USF riders at the lowest possible level that will
generate revenues sufficient to fund the low-income customer assistance and consumer
education programs and cover the associated administrative costs. However, ODOD
continues to believe that the USF riders must be reviewed no less frequently than
annually to assure, to the extent possible, that these riders will generate the necessary
level of revenues, but no more than that level.

Does this conclude your supplemental testimony?

Yes.

12
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DAS-REV-15

CSP
Interest Calculation
Manth Debt Deficit Inferest Notes
January |Begin through Dec (487 ,960.80)
January 357.037.42
Begin through Jan (130,923.39) $0.00|Begin through Jan x .000222 X 30
February |Begin through Jan {130,923.39)
February 179,278.04
Begin throug Feb 48 354.66 $322.04)Begin through Feb x .000222 x 30
March  |Begin through Feb 48,676.70
March 789,355.04
Begin through March B38 031.74 $5,581.29|Begin through March x 000222 x 30
April Begin through March 843,613.03
April 276,146.08
Begin through April 1,118,759.11 $7,457.60{Begin through April x 000222 x 30
May Begin through April 1,127,216.70
May (169,704.99)
Begin through May 957 ,511.71 $6,377.03|Begin through May x .000222 x 30
June  |Begin through May 963,868.74
June 84,630.73
Begin through June 1,058,519.47 $7,049.74|Begin through June x 000222 x 30
July Begin thraugh June 1,065,588.21
July 185,679.682
Begin through July 1,251,249.03 $8,333.32|Begin through July x .000222 % 20
August [Begin through July 1,269,582.35
August {488,567.62)
Begin through Aug 771,014.74 $5,134.96|Begin through Aug x .000222 x 30
September {Begin through Aug 776,149.69
September (859,418.33)
Begin through Sept {B3,268.63) $0.00|Begin through Sept x .000222 x 30
October {Begin through Sept (B3,268.63)
October (2,209,446 27)
Begin through October {(2,382,714.90) 0.00 {Begin through Oct x .000222 x 30
November [Begin througth October (2,382,714.80)
November {550,701.58)
Beyin through Nov {2,933,416.48) 0.00 {Begin + Dec x .000222 x 30
December |Begin through Nov (2,933,416.48)
December (1,243,165.78)
Begin through Dec (4,176,582.24) $0.00
Total Interest.]  $40,255.97




OoP DAS-REV-16
Interest Calculation
Month Debt Deficit Interest Notes
January [Dec-06 {$3,283,316.50)
January $1,020,861.76
Begin through Jan ($2,272,454.73}) $0.00{Begin through Jan x .000222 X 30
February |Begin through Jan ($2,272,454.73)
February $685,570.41
Begin throug Feb {$1,586,884.32) $0.00|Begin through Feb x .000222 x 30
March |Begin through Feb {$1,586,884.32)
March $1,6753749.32
Begin through March $88,4585.00 $589.38|Begin through March x .000222 x 30
April |Begin through March $89,084.37
April 5477,335.73
Begin through April $566,420.10 $3,772.36|Begin through April x .000222 x 30
May |Begin through April $570,192.46
May ($353,411.37}
Begin through May $216,781.09 $1,443.76|Begin through May x 000222 x 30
June |Begin through May $218,224 .85
June {$396,909.67)
Begin through June ($178,684.82) $0.00|Begin through June x 000222 x 30
July  |Begin threugh June {$178,684.82)
July ($714,116.02)
Begin through July ($892,800.84) $0.00|Begin through July x .000222 x 30
August [Begin through Juty ($892,800.84)
August ($705,789.59)
Begin through Aug {$1,598,590.43) $0.00|Begin through Aug x .000222 x 30
SeptemberrBegin through Aug ($1,558,590.43)
September {$1,247 015.61)
Begin through Sept {$2,B845 606.04) $0.00{Begin through Sept x 000222 x 30
October |Begin through Sept ($2,845,606.04}
October {$1,959,566.20)
Begin through Octobe|  ($4,805,192.23) 30.00|Begin through Oct x .000222 x 30
November|Begin througth Octobg ($4,805,192.23)
Navember {$449,718.25)
Begin through Nov ($5,254,911.48) $0.00
December|Begin through Nov {$5,254,811.48)
December $423,024.67
Begin through Dec {$4,831,886.81) $0.00
$5,805.50

Total Interest:




Duke DAS-REV-17
Interest Calculation
Month Debt Deficit Interest Notes
January |Begin through Dec {$1,060,611.57)
January ($24,231.97)
Begin through Jan ($1,084,843.54) $0.00{Begin through Jan x .000222 X 30
February {Begin through Jan ($1,084,843.54)
February (§757,119.06)
Begin throug Feb ($1,841,962.59) $0.00{Begin through Feb x .000222 x 30
March |Begin through Feb ($1,841,962.59)
March $513,766.84
Begin through March ($1,328,195.75) $0.00{Begin through March x 000222 x 30
April  |Begin through March ($1,328,195.75)
April $286,923.96
Begin through April {$1,041.271.79) $0.00{Begin through April x 000222 x 30
May |Begin through April ($1,041,271.79)
May {$29,648.26)
Begin through May {$1,070,820.05) $0.00|Begin through May X 000222 x 30
June |Begin through May ($1,070,920.05)
June $42,114.22
Begin through June ($1,028,8056.83) $0.00|Begin through June X .000222 x 30
Jduly  |Begin through June (%1,028,805.83)
July $147,767.27
Begin through Juiy ($881,038.56) $0.00{Begin through July x .000222 x 30
August |Begin through July {$881,038.56)
August $186,684.78
Begin through Aug {$694,353.78) $0.00|Begin through Aug X .000222 x 30
Septembe|Begin through Aug ($694,353.78)
September {$162,418.13)
Begin through Sept {$856,771.91) $0.00|Begin through Sept x .000222 x 30
October |Begin through Sept ($856,771.91)
October ($1,123,334.28)
Begin through Octobe ($1,960,106.20) $0.00]|Begin through Oct x .000222 x 30
November|Begin througth Octobyq ($1,980,106.20)
November ($795,550.39)
Begin through Nov ($2,775,656.59) $0.00
December|Begin through Nov ($2,775,656.59)
December ($85,212,96)
Begin through Dec ($848,337.32) $0.00
Total Interest; $0.00




DAS-REV-18

DPL
InterestCalculation
Month Debt Deficit Interest Notes
January [Begin through Dec $510,645.19
January $438,304.71
Begin through Jan $948 950.90 $6,320.01|Begin through Jan x 000322 X 30
February |Begin through Jan $955,270.91
February $482,008.15
Begin throug Feb $1,444,279.07 $9,618.90|Begin through Feb x .000222 x 30
March |Begin through Feb $1,453,897.97
March {$194,048.07)
Begin through March $1,259,845.90 $8,390.60|Begin through March x .000222 x 30
April  |Begin through March $1,288,240.50
April $485,438.15
Begin through April $1,753,678.65 $11,679.50|Begin through April x .000222 x 30
May |Begin through April $1,765,358.15
May ($87,070.35)
Begin through May $1,678,287.80 $11,177.40|Begin through May x .000222 x 30
June |Begin through May $1,689,485.20
June ($504,995.28)
Begin through June $1,184 4865.92 $7,888.54|Begin through June x .000222 x 30
July  |Begin through June $1,192,354 46
July ($678,890.97)
Begin through July $513,463.49 $3,4198.67|Begin through July x 000222 x 30
August |Begin through July $56,863.16
August {$883,279.94)
Begin through Aug {$366,396.78) $0.001{Begin through Aug x .000222 x 30
September]Begin through Aug ($366,396.78)
September ($1,190,287.86)
Begin through Sept ($1,556,684.64) 0.00 {Begin threugh Sept x 000222 x 30
October |Begin through Sept {$1,556,684.64)
October ($1,556,188.42)j
Begin through October ($3,112,873.06) 0.00 |Begin through Oct x .000222 x 30
November|Begin througth October ($3,112,873.06)
November {$621,138.24)
Begin through Nov ($3,734,011.31) $0.00|Begin + Dec x 000222 x 30
December|Begin through Nov ($3,734,011.31)
December $1,477 35535
Begin through Dec {$2,256 655.95) $0.00
Total Interest: 58,494 62




CEl DAS-REV-19
Interest Calculation
Month Debt Deficit Interest Notes
January |Begin through Dec ($2,297,840.92)
January $1.080,543.79
Begin through Jan ($1,237,297.13) $0.00|Begin through Jan x .000222 X 30
February |Begin throlgh Jan {$1,237,297 .13)
February $604,835.60
Begin throug Feb {$632,461.53) $0.00|Begin through Feb x .000222 x 30
March {Begin through Feb ($632,461.53)
March $1,088,141.50
Begin through March $455,679.97 $3,034.83]Begin through March x .000222 x 30
Aprit Begin through March $458,714.79
April $520,088 53
Begin through April $978,803.33 $6,518.83|Begin through April x .000222 x 30
May [Begin through April $985322 16
May $248,631.85
Begin through May $1,233,953 80 $8,218.13 Begin through May x .000222 x 30
June Begin through May $1,242,171.94
June $69,215.52
Begin thraugh June $1,311,387.45 $8,733.84{Begin through June x .000222 x 30
July  |Begin through June $1,320,121.29
July {$183,362.44)
Begin through July $1,136,758.86 $7,570.81Begin through July x 000222 x 30
August  [Begin through July $1,144,320.67
August $93,008.25
Begin through Aug $1,237,427.92 $8,241.271Begin through Aug x 000222 x 30
September |Begin through Aug $1,245,669.19
September ($560,666.09)
Begin through Sept $685,003.10 $4.562.12|Begin through Sept x .000222 x 30
October |Begin through Sept $689,565.22
October {$1,310,048.33)
Begin through October {$620,484.11) $0.00{Begin through Oct x .000222 x 30
November {Begin througth October {$620,484.11)
MNovember ($638,769.59)
Begin through Nov {$1,280,253.70) $0.00[8egin + Dac x .000222 x 30
December {Begin through Nov ($1,2680,263.70)
December $391,445 48
Begin through Dec ($868,808.21) $0.00
Total Interest.| $46,879.84




OE DAS-REV-20
Interest Calculation
Month Debt Deficit . Interest Notes
January |Begin through Dec {$157,435.27)
January $1,929,206.16
Begin through Jan $1,771,770.88 $11,798.99|Begin through Jan x .000222 X 30
February (Begin through Jan $1,783,570.88
Fabruary $485 457 54
Begin throug Feb $2,279,028.42 $15,178.33|Begin through Feb x 000222 x 30
March [Begin through Feb $2,294 206.75
March $1,734,749.66
Begin through March $4,028,956.47] $26,832.85|Begin through March x 000222 x 30
April Begin through March $4,055,789.27
April $908,521.77
Begin through April $4,964,311.03 $33,062.31|Begin through April x .000222 x 30
May Begin through April $4,997,373.34
May ($387,164.57)
Begin through May $4,610,208.77 $30,703.99|Begin through May x .000222 x 30
June  |Begin through May $4,640,912.78
June ($626,989.11)
Begin through June $4,013,923.65 $26,732.73| Begin through June x .000222 x 30
July Begin through June $4,040,656.38
July ($2,106,855.88)
Begin through July $1,933,796.51. |  $12,879.08[Begin through July x .000222 x 30
August {Begin through July $1,946,675.59
August ($1,705,312.69)
Begin through Aug $241,362.90 $1,€07.48| Begin through Aug x .000222 x 30
September {Begin through Aug $242,970.38
September ($2,560,793.37)
Begin through Sept ($2,317,822.98) $0.00{Begin through Sept x .000222 x 30
COciober |Begin through Sept ($2,317,822.99)
QOctober {$3,391,204.58)
Begin through October ($5,700,027.87) $0.00{Begin through Sept x .000222 x 30
November |Begin througth QOctober ($5,709,027.87)
November {$1,808,684.18)
Begin through Nov {$7,517,712.05) $0.00|Bagin + Dec x .000222 x 30
December |Begin through Nov {$7,517,712.05)
December $188,080.11
Begin through Dec {$7,331,631.54) $0.00
Total interest.] $158,798.77




TE DAS-REV-21
Interest Calculation
Month Debt Deficit Interest Notes
January |Begin through Dec {510,946.03)
January 477.088.85
Begin through Jan (33,B45.17) {225.42)|Begin through Jan x 000222 X 30
February iBegin through Jan (34,071.59)
February 27,510.21
Begin throug Feb (6,161.38) (41.03}){Begin through Feb x 000222 x 30
March {RBegin through Feb (6,202.41)
March 523,047.30
Begin through March 516 844.89 3,442.19 [Begin through March x .000222 x 30
April Begin through March 520,287 07
April 309,809.65
Begin through April B30,096.73 5,528 .44 |Begin threugh April x 000222 x 30
May Begin through April 835,625.17
May {356,967 .85)
Begin through May 478,657.33 3,187.86 |Begin through May x .000222 x 30
June Begin through May 481,845.18
June (303,892.83)
Begin through June 177,852.35 1,184.50 |Begin through June x 000222 x 30
July Begin through June 179,03€.85
July (399,032.40)
Begin through July (219,995.55) 0.00 |Begin through July x .000222 x 30
August |Begin through July {219,995.55)
August {280,879.88)
Begin through Aug {500,875.43) 0.00 {Begin through Aug x .000222 x 30
September |Begin through Aug {500,875.43)
September (687,293.13)
Begin through Sept (1,188,168.56) 0.00 |Begin through Sept x .000222 x 30
October [Begin through Sept (1,188,168.56)
October (1,010,105.34)
Begin through October (2,198,273.90) 0.00 |Begin through Oct x .000222 x 30
Navember {Begin througth October (2,198,273.80)
November {556,543.96)
Begin through Nov {2,754 817.86) 0.00 1Begin through Nov x .000222 x 30
December |Begin through Nov {2,754 817.86)
December 56,935.36
Begin through Dec {2,667 882.50) __ 000
Total interest; 13,076.54




DAS-Rev-22
CSP

Calculation of Allowance for Undercollection

KWh sales X
USF rider= Rider Expeded Revenue/| Average
KWh Expected Revenue Collection Rider Collection Cuollection
Jan-08 1,913,383,008 $1 .990,678.25;’ $1,978,745.81 98.40% 98.62%
Feb-08 1,820,124,516 $1,863,258.55] $1,856,218.55 99.62% 59.00%
Mar-08 2.072,231,989 51,856,235.70| §1,854,157.17 99.89%
Apr-08 1,727,288,648 $1,637,354.80| $1,634,745.28 93 84%
May-08 1,582,333,899 $1,434556.88| $1,431,101.50 99.76%
Jun-08 1,759,882,309 $2,152,540.86| $2,145,094.51 99.65%
Jul-08 1,858,028,106 $2,495,651.211 $2.485704.44 99.60%
Aug-08 2,060,374,545 $2,574,561.62| $2,561,711.79 99.50%
Sep-07 1,938,516,203 $2,421,45203] $2,407737.61 99.43%
Oot-07 1,938,846,398 $1,021676.95] $1,018,688.07 99.71%
Now-07 1,658,659,518 $917,798.64 $913,346.72 99.51%
Dec-07 1,857 698,472 $1.044,102.34 $1,039,349.32 99.54%

22,427,367 611 $21,400,958.83 $21,326,600.77

Target Revenue: $22,756,011.34
Total Cost:{Target Revenue / 99%) $22,585,670.04
Allowance;(Total Cost - Total Revenue) $229,B58.70



OP

Calculation of Allowance for Undercollection

DAS-Rev-23

KWh sales X
current rider = Rider Expected Revenue/| Average
KWH Expected Revenue| Collection  |Rider Collection Collection
Jan-08 2,608,060,730 $2,307,893.58| $2,302,391.82 99.76% 100.08%
Feb-08 2,410,529,684 $2,148,090.27] $2,148,326.83 90.92%] 99.00%
Mar-08 2,344 191,605 $2,084,246.10] $2,082,530.46 99.92%
Apr-08 2,452,638,431 $1,930,225.15] $1,930,517.21 100.02%
May-08 2,134,575,008 $1672,116.17] $1,668,788.34 99.80%
Jun-0D8 2,147 397,297 $2,185,884.89| $2,178,451.31 99.66%
Jul-08 2,482 389 B62 $2,416,902.47] $2 408 099 95 95.64%
Aug-08 2,353,888,412 $2369,87V4.04| $2,452,751.94 103.50%
Sep-08 2,354,433,814 $2,367,250.11| $2,358,109.90 9% 61%
Oct-07 2,314,213,323 $921,341.16 $918,450.88 99.69%
Nov-07 2,065,642,532 $872,387.69 $869,390.30 99 66%
Dec-07 2,553,088,923 $1,052481.111 §1,050,083.51 99.77%
28,221,046 671  $22,328,701.74 $22 36587245
Target Revenue: $20,060,597.19
Total Cost:(Target Revenue / 99) $20,263,229.48
Allowance:(Total Cost - Total Revenue) $202,632 29




DAS-Rev-24

Duke
Calculation of Allowance for Undercollection
KWh sales X
USF rider= Rider Expected Revenues| Average
KWH Expected Revenue Collection Rider Collection Collection
Jan-08 1,942 717,131 $2,091,400.20f $2,068,615.84 98.01%| 98.87%
Feb-08 1,827,754,668 $1,967,744.65] $1,941,651.50 98.67%
Mar-08 1,772 667,337 $1,899,179.52| §1,877.841.84 98.88%
Apr-08 1,623,311,620 $1,710,278.07] $1,693,165.53 99.00%
May-08 1,487,877,304 $1,554,079.8B9| $1,537.511.06 §98.93%
Jun-08 1,732,552,584 $1,818,030.53| $1,797,474.48 98.87%
Jul-08 1,923,236,804 $2,044,613.14] $2,019,881.03 98.79%
Aug-08 1,868,276,817 $2,100,311.33| $2,074,850.18 98.79%
Sep-08 1,882,929 895 $2,006,512.10] $1,981,813.31 98.77%
Qct.07 1,765,164,510 $1,415,951.07] $1,401,376.38 98.97%
Nov-07 1,593,626,762 $1,268,719.95] $1,255,079.53 98.92%
Dec-07 1,789,125 563 $1,451,330.36] $1,436,680.72 $8.99%
21,309,240,995 $21.328,166.83] $21,085,5821 41

$20,157,214.16
$20,386,646.58
$220,432 42

Target Revenue:
Total Cost:{Target Revenue { Average Collection)
Allowance:(Total Cost - Total Revenue)



Jan-08
Feb-08
Mar-08
Apr-08
May-08
Jun-08
Jul-08
Aug-08
Sep-08
Oct-07
Nov-07
Dec-07

DAS-Rev-25

DPL
Calculation of Allowance for Undercollection
KWh sales X
current rider = Rider Expected Revenued  Average
KWH Expected Revenue Collection Rider Collection Collection

1,374,260 433 $1,120,648.16] $1,103,309.83 98.45% 97.32%
1.319,198,229 $1,075,747.39] $1,055,604.60 98.13%
1,311,554,328 $1,069,514.14] §1,050,847.85 98.25%
1,160,307,516 $946,179.089 $219,266.20 97.16%
1,047,398 835 $854,105.46 $822,323.44 96.28%
1,153,063,996 $940,272.32 $910,208.10 86.80%
1,322,701,853 $1,078,604.44] $1,047,840.17 97.15%
1,343,297 945 $1.095,399.63] $1,066,188.86 07.33%
1,305,895 314 $1,064,699.45] $1,030,503.09 86.77%
1,210,529,263 $1,030,680.22 $996,246.86 96.56%
1,155,270,068 $983611.83 $9850,751.37 96.66%
1,194,142 544 $1,016,708.35 $097,765.98 88.14%
14,897,618,324  $12,276,350.47 $11,950,857.55

Target Revenue:
Total Cost: (Target Revenue / Average Collection)
Allowance:{Total Cost - Total Revenue)

$18,683,087.64

$19,198,5568.97

$515,472.33




CEl

Calculation of Allowance for Undercollection

DAS-REV-26

KWh sales X
USF rider= Rider Expected Revenue/] Average
KwWH Expected Revenue Collection  |Rider Coliection Collection
Jan-08 1,772,859,428 $1,572,903.42| $1,551,781.66 98.66% 99.14%
Feb-08 1,697,795,452 $1,480,201.03] $1,477,067.78 99.12% 99.00%
Mar-08 1,692,452 209 $1,481,832.55] $1,477.563.13 99.71%
Apr-08 1,573,126,572 $1,368,404.24] $1,338,015.69 97.85%
May-08 1,415,846 529 $1,223198.89| §$1,227,067.64 100.32%
Jun-08 1,548,001 445 $1,346,908.26| $1,333,326.67 98.99%
Jul-08 1,707,485,458 $1,497,431.04] $1,482 82567 99.02%
Aug-038 1,772,781,294 $1,552,089.69] $1,551,806.68 59,98%
Sep-08 1,690,082,028 $1,483,155.58] $1,466,194.71 98.86%
Oct-07 1,612,830,787 $1,454,047.03]1 $1,434,500.78 98.66%
Nov-07 1,507,438,249 $1,357,026 67] $1,336,241.26 98.47%
Dec-07 1,635,133,802 $1,384,085.30] $1,385504.02 100.10%
$18,525,883,053 $17,211,384.70 $17,062,895.69
Target Revenue: $15,217,564.81
Total Cost:(Target Revenue / 99% $15,371,277.58
Allowance:{Total Cost - Target Revenue) $153,712.78




DAS-Rev-27
OE

Calculation of Allowance for Undercollection

KWh sales X
USF rider = Rider Expected Revenue/! Average
KWH Expected Revenue Collection Rider Collection Collection

Jan-08 2,282,644 528 $3,161,510 $3,158,182 95.89% 100.64%
Feb-08 2,267,886,039 $3,100,762 $3,130,889 100.97% 99.00%
Mar-08 2,239,563,950 $3,058,255 $3,093,273 101.15%
Apr-08 2,048,265,242 £2,789,488 $2,810,430 100.75%
May-08 1,837,B58,707 $2,470,573 $2,516,466 101.86%
Jun-08 2,047 807,029 $2,771,849 $2,809,208 101.35%
Jul-08 2,223,596,402 $3,054,304 $3,065682 100.37%
Aug-08 2,319,392,520 $3,162,779 $3,201,828 101.23%
Sep-07 2,206,660,675 $3,024,52% $3,023 648 100.30%
Oct-07 2,110,592 082 $2,516,671 $2,516,269 £9.98%
Nov-07 1,982,740,550 $2,363,475 $2,359,752 59.84%
Dec-07 2,133,028 824 $2,551,770 $2,552214 100.02%

25,700,038,528 $34,025,964 $34,247 851
Target Revenue:; $43,609,742.73
Total Cost:.{Target Revenue / .99} 44,050,243.18
Allowance:{Total Cost - Total Revenue) 440,502.45



Jan-08
Feb-08
Mar-08
Apr-08
May-08
Jun-08
Jul-08
Aug-08
Sep-07
Qct.07
Nov-07
Dec-07

TE

Calculation of Allowance for Undercollection

DAS-Rev-28

Target Revenue:
Total Cost:{Target Revenue / Average Collection)
Allowance:{Total Cost - Total Revenue)

$13,856,977.02
$14,323,628.43

$366,651.40

KWh sales X
USF rider= Rider Expected Revend  Average
KWH Expected Revenue Coflection  |Rider Collection | Collection
918,323,821 $1,234,686.53] $1,177,265.11 95.36% 97.44%
915,032,435 $1,189,552.88] $1,175,713.88 98.84%
889,689,458 $1,174,010689) $1,157,491.28 58.59%
827,759,412 $1,087,485.31] §1,041,913.16 895.31%
795,248,673 $991,128.87 $980,909.82 98.97%
854,281,050 $1,100,341.90{ $1,072,937.42 87.51%
892,273,114 $1,217,434.54 $1,185,075.57 95.70%
846,165,838 $1,265237.15 $1,238,667.05 97.90%
898,950,445 $1,189,599.29{ §1,145,275.96 96.27%
857,952,665 $764,688.71 $746,685.52 97.65%
820,418,387 $731,205.69 §711,778.51 87.34%
868,397,715 $774,770.30 $769,701.67 99.35%
10,484,503,044 $12,720,041.86 $12,383,420.35



Jan-08
Feb-08
Mar-08
Apr-08
May-08
Jun-08
Jul-08
Aug-08
Sep-08
Oct-07
Nov-07
Dec-07

CSP
KWH Sales

Past 12 months

KWh

1,913,383,008
1,920,124,516
2,072,231,989
1,727,288,648
1,582,333,899
1,759,882,309
1,998,028,106
2,060,374,545
1,938,516,203
1,938,846,398
1,658,659,518
1,857,698,472

22,427,367,611

DAS-REV-29



Jan-08
Feb-08
Mar-08
Apr-08
May-08
Jun-08
Jui-08
Aug-08
Sep-07
QOct-07
Nov-07
Dec-07

OP
KWH Sales

Past 12 months

KWh

2,608,060,780
2,410,529,684
2,344,191,605
2,452,636,431
2,134,575,008
2,147,397 297
2,482,389,862
2,353,886,412
2,354,433,814
2,314,213,323
2,065,642,532
2,553,089,923

28,221,046,671

DAS-REV-30



Jan-08
Feb-08
Mar-08
Apr-08
May-08
Jun-08
Jul-08
Aug-08
Sep-07
Oct-07
Nov-07
Dec-07

DAS-REV-31

Duke

KWH

1,942,717,131
1,827,754,668
1,772,667,337
1,623,311,620
1,487,877,304
1,732,552,584
1,923,236,804
1,968,276,817
1,882,929,895
1,765,164,510
1,593,626,762
1,789,125,563

21,309,240,995




Jan-08
Feb-08
Mar-08
Apr-08
May-08
Jun-08
Jul-08
Aug-08
Sep-07
Oct-07
Nov-07
Dec-07

DAS-REV-32

DPL
KWH Sales

KWH

1,374,260,433
1,319,198,229
1,311,554,328
1,160,307,516
1,047,396,835
1,153,063,996
1,322,701,853
1,343,297,945
1,305,895,314
1,210,529,263
1,185,270,068
1,194,142 544

14,897,618,324




Jan-08
Feb-08
Mar-08
Apr-08
May-08
Jun-08
Jul-08
Aug-08
Sep-07
Oct-07
Nov-07
Dec-07

DAS-REV-33

CEl
KWH Sales

KWH

1,772,859,428
1,697,795,452
1,692,492,209
1,573,126,572
1,415,846,529
1,548,001,445
1,707,495,458
1,772,781,294
1,690,082,028
1,612,830,787
1,507,438,249
1,535,133,602

19,525,883,053




Jan-08
Feb-08
Mar-08
Apr-08
May-08
Jun-08
Jul-08
Aug-08
Sep-07
Oct-07
Nov-07
Dec-07

DAS-REV-34

OE
KWH Sales

KWH

2,282,644,528
2,267,886,039
2,239,563,950
2,048,265,242
1,837,859,707
2,047,807,029
2,223,596,402
2,319,392,520
2,206,660,675
2,110,592,062
1,982,740,550
2,133,029,824

25,700,038,528




Jan-08
Feb-08
Mar-08
Apr-08
May-08
Jun-08
Jul-08
Aug-08
Sep-07
Oct-07
Nov-07
Dec-07

DAS-REV-35

TE

KWH Sales

KWH

918,323,821
915,032,435
889,689,458
827,759,412
795,248,673
854,291,050
892,273,114
946,165,888
898,950,445
857,952,666
820,418,367
868,397,715

10,484,503,044




Two-Tiered Rider
CSP

Proposal

First Block 833,000 kWh (10,000,000 per Yaar ) {18)

Over 833,000 kWh [Lower of 10/99 Rate (1) or Uniform per Kwh rate (4)]

Calculation
1 10/99 USF Rider
2 USF Rider Revenue Requirement
3 Total kWh Used in Calculation
4 Uniform per Kwh rate
5 Accounts with Annual kWh Greater than 10,000,000 kWh
6 Total Kwh of Accounts Over 10,000,000 kWh Annually
7 First Block Annual kWh (833,334 Monthly)
8 Total kWh in First Block (5) x (7)
2 Revenue First Block Rate x (8)
10 Total Second Block kWh (6) - (8)
11 Lower of 10/99 Rate (1) or Uniform per Kwh rate
12 Second Block Revenue (11) x (10)
13 Totai First and Second Block Revenue (9) + (12)
14 Revenue @ ODOD Proposed Rate (6) x (4)
15 Revenue shortfall (13) - {14)

Adjustment to Calculation

16

17

18

19

20

21

Adjusted Cost (2) - {9) - (12)
Adjusted KWh (3) - ()

Adjusted First Block Rate {(16)/(17)
Change (18} - (4)

% Change

Annual Cost to Consumer Using 918 kWh per Month (19)x 918 x 12

DAS-REV-36

$ 00013130
$ 0.0001830

l $ DODDIB3D I

$22,985,870.04

22.427,367,611

I $ 0.0010249 I

126

BT A28

10,000,000
1,260,000,000
$ 1,654,336.74
5,717,424,681
$  0.0001830
$ 1,046,288.72
$ 2,700,625.45
$ 7,151,181.53

$ (4,450,556.07)

$20,285,244.58

15,449,942 930
$0.0013130

§  0.0002881
28.1%

£ 3.17



DAS-REV-37
Two-Tiered Rider
Ohio Power

Proposal
First Blogk 833,000 kWh (10,000,000 per Year ) (18) $  0.0010601

Ower 833,000 kWh [Lower of 10/95 Rate {1} or Uniform per Kwh rate {4)] 5 0.0001681

Calculation

1 10/99 USF Rider [ 0.0007681]
2 USF Rider Revenue Requirement $ 20,263,220.48
3 Total kvh Used in Calculation 28,221,046,671
4 Uniform per Kwh rate [5 00007180
5 Accounts with Annual kVWh Greater than 10,000,000 kWwh 187
6 Total Kwh of Accounts Over 110,000,000 kWh Annually 12,791,996,246
7 First Block Annual KWwh (833,334 Monthly) 10,000,000
8 Taotal &KWh in First Biock {5) x (7} 1,870,000,000
g Revenue First Block Rate x (8) 3 2,0858319.84
10 Total Second Block kWh (5) - (8) 10,821,9986,248
11 Lower of 10/99 Rate (1) or Uniform per Kwh rate $ 0.0001681
12 Second Block Revenue {11) x (10) $ 1819,177.57
13 Total First and Second Block Revenue (9) + (12) § 39074974
14 Revenus @ ODOD Proposed Rate {6) x {4) $ 9,184,888.09
15 Revenue shortfall (13) - (14) $ (5,277,380.68)
Adjusiment to Calcuiation
16 Adjusted Cost (2) - {9) - {(12) $ 16,355732.07
17 Adjusted KWh (3) - (6) 15,429,050,425
18  Adjusted First Block Rate {16)/(17) $ 0.0010801
19 Change (18) - (4) $  0.0003420
20 % Change A7.6%

21 Annual Cost to Consumer Using 986 kWh per Month (19) x 986 x 12 k3 4.05



Two-Tiered Rider

Duke

Proposal

First Block 833,000 kWh (10,000,000 per Year ) (18)

Qver 833,000 KWWh [Lower of 10/95 Rate (1) or Uniform per Kwh Rate

Calculation

1 10/99 USF Rider

2 USF Ridsr Revenue Requiremant

3 Total kWh Used in Calculation

4 Uniform per Kwh Rate (2) / (3)

5 Accounts with Anrual KWh Greater than 10,000,000 kWh
13 Taotal Kwh of Accaunts Over 10,000,600 kWh Annually
7 First Block Annual KWh {833,000 Monthiy)

g8 Tatal KWwh in First Block (5) x (6)

9 Revenue First Block Rate x (8)

10 Total Second Block K\Wh (6) - (B)

1 lLower of 10/28 Rate (1) or Uniform Per Kwh Rate (4)
12 Second Block Revenue (11) x {10)

13 Total First and Second Block Revenue {9) + (12)

14 Revenue @ Uniform per Kwh Rate (6) x (4)
15 Reduction in Total Revenue (13) - (14)

Adjustment to Calculation

16 Adjusted Cost {2) - (9) - (12)

17 Adjusted KWh (3) - (6)

18 Adjusted USF (18)/17)

18 Change (18} - (4)
20 % Change
21 Annuat Casi to Consumer Using 989 KWh per Month (19) x 989 x 12

DAS-REV-38

$ 0.0D10857
¥  0.0004690

l $  0.0004690]

$20,386,646.58

21,308,240,995

| 5  D.0009567 I

142
5,877,523,147
10,000,000
1,420,000,000

$ 14,541,707.33

4,457 523,147

§  0.0004690
$ 2,000,578.36
$ 3,632285868
$ 5,623052.80

¥ (1,990,767.11)

$16,754,360.89

15,431,717 848

$  0.0010857
$  0.0001290

13.5%
$ 153




DAS-REV-39

Two-Tiered Rider
DPL
Proposal
First Block 833,000 iwWh (10,000,000 per Year ) (18} § 0.0014757
Qver 633,000 kwWh [Lower of 10/99 Rate (1) or Uniform per Kwh Rate [ 0.0005700
Calculation
1 10/99 USF Rider [§ 0.0005700]
2 USF Rider Revenue Requirement $19,198,556.97
3 Total kKWh Used in Calculation 14,897,618,324
4 Uniform per Kwh Rate {2) / [3) B 0.0012837 |
5 Accounts with Annual KWh Greater than 10,000,000 kwh 106
6 Total Kwh of Accounts Over 10,000,000 kWh Annually 4,135,693,202
7 First Block Annuai kWh (833,000 Monthly) 10,000,000
8 Total kWh in First Block (5) x (6) 1,060,000,000
] Revenue First Block Rate x (8) $ 1,584,224.06
10 Total Second Block kWh (6) - (8) 3,075,693,202
11 Lower of 10/99 Rate (1} or Uniform Per Kwh Rate (4} Ly 0.0005700
12 Second Block Revenue (11) x {10) $ 1,753,14513
13 Total First and Second Block Revenue (9) + (12} $ 331736919
14 Revenue @ tniform per Kwh Rate (6) x (4) $ 5,329,687.62
15 Reduction in Total Revenue {13} - (14} § (2,012,288.43)
Adjustment to Calculation
16 Adjusted Cost(2) - (9) - (12) $ 15,881,190.79
17 Adjusted kWh (3) - (6) 10,761,925,122
18 Adjusted USF (16)/(17) $ 0.0014757
19 Change (18) - (4) g 0.0001870
20 % Change 14.5%

21 Annual Cost to Cons r Usi 010 KkWh Month (19} x 1010 x12 § 2.27



