i}
A
4

C :

(e
L
8 \J t}‘}i‘_i‘\' :

BEFORE

THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Application of Duke )

Energy Ohio, Inc. for an Increase in Electric ) Case No. 08-709-EL-AIR
Distribution Rates

In the Matter of the Application of Duke Case No. 08-710-EL-ATA
Energy Ohio, Inc. for Tariff Approval

In the Matter of the Application of Duke
Energy Ohio, Inc. for Approval to
Change Accounting Methods

Case No. 08-710-EFL-AAM

wrt

L

c.
Case No. 06-718-EL-ATA C

1

s

In the Matter of the Application of Duke
Energy Ohio, Inc. for Approval of its Rider
BDP, Backup Delivery Point Rider

Prepared Testimony
of
Carlos J. Garcia
Accounting and Flectricity Division
of the Utilities Department

Staff Exhibit

March 30, 2009

This ie to certify that the images appearing are an
accuralie and complats reorafusvion of a
docunent: delivered in ke

Technician /44"1.4 ~

case File
reygular course of husingss,

Date Processed 2 J 3‘35/ Eoi)

gn:h Wd 06 YU 6302

-"’mU'if\"'Eaﬂjt'

Wy iy
FRLEVEY) [

T



Il
12
i3
14
15
16
17
13
19
20

21

PREPARED TESTIMONY OF CARLOS J. GARCIA

Please state your name and business address.

My name is Carlos J. Garcia. My Business address is 180 East Broad
Street, Columbus, OH. 43215.

By whom are you employed?

I am employed by the Public Utilities Commission of Ohio.

What-is your present position with the Public Ultilities Comumnission
of Ohio and what are your duties?

I am a Utility Specialist 3 in the Accounting and Electricity Division
of the Utilities Department. My duties include performing detailed
investigations of rate casc applications, preparing and reviewing
lead/lag studies, assisting and supervising team members, preparing
schedules and text for the Staff Report of Investigation, and
preparing and presenting testimony supporting the Staff position
Will you state briefly your educational background and work
experience? 2

1 graduated from the University of Guadalajara with a Bachelor of
Science Degree in Business Administration with a major in
accounting. After graduation 1 worked for the certified public
accounting firm of C.G. Ramirez in Guadalajara, Mexico. In 1976 1

immigrated to the United States of America. I was employed by la
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Raza Unida of Ohio from 1977 to 1978 as a Junior Accountant. In
1979 I was employed by Isabelle Ridgway Nursing Home as Office
Manager. In July 1980 I was employed by the Commission as Staff
Accountant and was assigned {o my present position in January
2005.

What is the purpose of your testimony in this proceeding?

[ will respond to the portion of Applicant’s Objection 4 concerning
the Staff’s recommendation that no allowance should be made for
working capital in rate base because the Applicant did not file a
lead-lag study.

In Objection 4, the Applicant states that it agrees with the Staff’s
recommendation as it applies solely to the cash component of
working capital since it is not seeking cash working capital in rate
base. However, the Applicant contends that it has significant non-
cash working capital investment that should be part of the rate base.
How do you respond?

Since the early 1980s, the Commission has required that larger
utilities (including the Applicant’s predecessor company Cincinnati
Gas & Electric in Case No. 83-1529-GA—AIR) determine the cash
portion of the total allowance for working capital via a lead-lag
study. The results of the lead-lag study, whether positive or negative,
are added to a thirteen month average for the materials and supplies
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inventory to arrive at the total allowance for working capital. The
Applicant’s recommendation to include the materials and supplics
inventory in working capital but not include the cash component
fails to account for the fact that the cash component from the lead-
lag study could be negative. A negative cash component could
reduce the amount or completely eliminate the need for an allowance
for working capital. Absent of a lead-lag study in this case, the Staff
is unable to determine the total allowance for working capital.
Therefore, the Staff continues to recommend that the Applicant’s
total allowance for working capital for inclusion in the rate base
should be set at zero.

Does this conclude your direct testimony?

Yes it does.
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