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PREFILED TESTIMONY OF IBRAHIM SOLIMAN 

Please state your name and business address. 

My name is Ibrahim Soliman. My business address is 180 E. Broad 

Street, Columbus, Ohio 43266-0573 

By whom are you employed? 

I am employed by the Public Utilities Commission of Ohio (PUCO) 

Would you please state your backgroimd? 

I received a Bachelor of Business Administration degree from Cairo 

University in 1976 with a major in Accounting. I have completed many 

regulatory training programs. I was employed by Lewis and Michael 

Storage Inc. from February 1979 until June 1980 as a jimior accountant. 

I began my current employment with PUCO in July 1980. I am a 

certified public accountant, a certified internal auditor, and a certified 

management accountant. 

What is your curreiit position with the PUCO and what are your duties? 

I am an Administrator m the Accounting and Electricity Division of the 

Utilities Department. My duties include planning of rate case 

investigations, supervising auditors assigned to the investigation, and 

overseeing the preparation and presentation of both text and schedules 

for the operating income and rate base sections of Staff reports of 

investigation. I prepare and present written and oral testimony in 

support of Staffs position presented in all utility industries. 

What is the purpose of your testimony? 

I have the overall responsibility for the Staffs recommendation in this 

case. Specifically, the Staffs recommended revenue requirement and 

resulting AMR monthly charge of $0.34. I have included Attachment 

IS 1 to show the calculation of the $0.34. This Attachment is in similar 

form to the application filed by the Company. 



1 6. Q. Will you summarize the Staffs recommendation? 

2 A. The Staff is recommending that the Company's proposed calculation of 

3 the AMR revenue requirement and resulting AMR monthly charge of 

4 $0.46 be modified to reflect the Staffs recommended adjustments 

5 below. 

6 

7 1. The Company has recorded as regulatory assets the depreciation 

8 expense, the incremental property taxes and the post-in-service carrying 

9 costs associated with its AMR program costs in its December 31, 2008 

10 balance sheet. The Company proposes to amortize post in-service 

11 carrying costs over the useful life of the AMR equipment. However, for 

12 the deferred depreciation expense and the deferred incremental 

13 property tax, the Company proposes a one year amortization. The Staff 

14 recommends that the deferred depreciation expense and the deferred 

15 incremental property taxes should also be amortized over the useful life 

16 of the AMR equipment. The Staff also recommends that the rate base 

17 should include the unamortized balances of deferred depreciation 

18 expense and deferred incremental property taxes. 

19 2. The Company utilized an estimated tax rate to annualize 

20 property tax expense. The Staff recalculates the property tax expense 

21 utilizing the latest known tax rate. 

22 3. The Staff recalculates the annual amortization of the deferred 

23 post in-service carrying costs to reflect the proper amortization rate for 

24 the AMR installation cost. 
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4. The Staff recommends that DEO's total AMR Plant Additions 

and associated depreciation, post in-service carrying costs, property 

taxes, and related deferred taxes be reduced to reflect the exclusion of 

the costs of the 137,058 excess AMR devices. 

With the adoption of the above recommendations, the Staff 

recommends that the Commission approve a monthly charge of $0.34 

for all applicable customers. 

Q. Does the Company disagrees with the Staffs recommended adjustment 

No. 1 and agrees with the Staffs remaining recommended 

adjustments? 

A. Yes it does. 

Q. Will you please explain the Staffs recommended adjustment no. 1 

above? 

A. Yes. The Company started the deployment of automatic meter reading 

(AMR) technology by attaching encoder-receiver-transmitter (ERT) 

devices to existing customer meters that allow the meters to be read 

remotely through electronic means. The Company estimated that over 

the five-year deployment period, the cost would total about $110 

million. The Company further estimated that, before adjustment for the 

reduced meter-reading expense, the resulting fixed, monthly AMR 

charge for each of the first five years (assuming no new base rate cases) 

would be as follows: 

Year Estimated AMR Charge 
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12 

13 

14 

15 

16 
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18 

19 

20 

21 

22 

9. Q. 

2008 $0.35 

2009 $0.53 

2010 $0.83 

2011 $1.19 

2012 $1.15 

In the stipulation and recommendation in case 07-829-GA-AJR, the 

parties agreed to the concept of a cost recovery mechanism and the 

establishment of an AMR rider set at $0.00. The parties also agreed to 

the establishment of a regulatory asset for AMR depreciation expense 

and incremental property taxes. In addition, the parties agreed that the 

Company be allowed to calculate post in-service carrying cost and 

record it also as a regulatory asset. 

What is the purpose of post in-service carrying cost? 

The purpose of post in-service carrying cost is to compensate the 

Company for the cost of money during the deployment period of AMR 

program imtil the AMR investment is reflected in rates. 

What is the purpose of the deferral of depreciation expense and 

property taxes? 

The purpose of the deferral of depreciation expense and property taxes 

during the interim period from the last rate case to the first AMR cost 

recovery is to recognize the timing different between when the cost is 

incurred and when it is recovered in rates. 

23 11. Q. What is the purpose of the Company's AMR application? 



1 A. The uhimate purpose of the application is to allow the Company to 

2 recover expenditures associated with the Company's AMR program 

3 more quickly than a normal rate case application. 

4 12. Q. Does the Staffs calculation of the AMR annualized revenue 

5 requirement include a return on date certain December 31, 2008 

6 balance of all AMR investments? 

7 A. Yes it does. 

8 13. Q. Does the Staffs calculation of the AMR annualized revenue 

9 requirement include a return on date certain December 31, 2008 

10 balance of post in-service carrying costs, and an annual amortization 

11 allowance in the calculation of AMR operating expense? 

12 A. Yes it does. 

13 14. Q. Does the Staffs calculation of the AMR annualized revenue 

14 requirement include a return on date certain December 31, 2008 

15 balance of depreciation and property taxes regulatory asset, and an 

16 amiual amortization allowance in the calculation of AMR operating 

17 expenses? 

18 A. Yes it does. 

19 15. Q. Does the Staffs calculation of the AMR annualized revenue 

20 requirement include annualized depreciation expense and property 

21 taxes allowances in the calculation of AMR operating expense? 

22 A. Yes it does. 



1 16. Q. Does the Staffs calculation of AMR annualized revenue requirement 

2 include all AMR cost components and allow a full recovery of the 

3 Company's expenditures associated with its AMR investment as of 

4 December 31, 2008? 

5 A. Yes it does. The Staffs calculation of AMR revenue requirement is just 

6 and reasonable and allows the recovery of all expenditures associated 

7 with the AMR program. The Staff recommends that the Commission 

8 adopt the Staffs revenue requirement calculation and the AMR 

9 monthly charge of $0.34 per customer. 

10 17. Q. Is the Staffs recommendation regarding the method used to calculate 

11 the AMR annualized revenue requirement and the monthly charge 

12 consistent with methods adopted by the Commission in similar cases? 

13 A. Yes it is. The Staffs method used to calculate the AMR revenue 

14 requirement and monthly charge is consistent with the method used in 

15 Duke's Accelerated Main Replacement Program (AMRP) and 

16 approved by the Commission in its last six opinion and orders in that 

17 case. 

18 18. Q. Why does the Staff recommend the amortization of the depreciation 

19 and property taxes regulatory asset over the useful life of the AMR 

20 equipment? 

21 A. It is the proper ratemaking treatment to amortize a regulatory asset 

22 authorized by the Commission over the life of the asset to spread the 



1 cost over the useful life of the asset. Current and future customers will 

2 share the cost and benefits of the AMR program under this treatment. 

3 19. Q. Is the Company's calculation of the AMR revenue requirement 

4 overstated in its February 27, 2009 filing? 

5 A. Yes it is. The Company's calculation of the AMR operating expense 

6 includes December 31, 2008 AMR actual accumulated depreciation and 

7 property taxes costs. It also includes an estimated depreciation expense 

8 and property taxes for the prospective 12 months. By including both the 

9 actual accumulated AMR depreciation and property taxes amount; and 

10 the estimated depreciation and property taxes for the next 12 months, 

11 the AMR revenue requirement is overstated. 

12 20. Q. Does the Company's AMR equipment need to be installed before the 

13 recovery starts? 

14 A. Yes it does. The Staffs believes that the Company's AMR equipment 

15 must be installed and all actual costs are reviewed and audited annually 

16 before cost recovery starts. 

17 

18 It is the Staffs opinion that the inclusion of un-known, un-measurable, 

19 and un-audited AMR costs is a violation of cost recovery principles. 

20 21. Q. What does the Staff recommend to the Commission? 

21 A. The Staff recommends that the Commission reject the Company's 

22 revised calculation of AMR monthly charge of $0.39 and adopt the 



1 Staffs calculation of an AMR monthly charge of $0.34 per customer as 

2 shown on Attachment IS 1. 

3 22. Q. If the Commission allows only the actual accumulated depreciation and 

4 property taxes incurred at the end of 2008, what would be the AMR 

5 monthly charge? 

6 A. Under the Company's method, the AMR monthly charge would be 

7 reduced to $0.30 per customer. 

8 23. Q. Does this conclude your testimony? 

9 A. Yes, it does. 
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