BEFORE
THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Application of ) _
Columbus Southern Power Company for ) Case No. 09-1089-EL-POR
Approval of its Program Portfolio Plan. )

In the Matter of the Application of )

Ohio Power Company for Approval of its } Case No. 09-1090-EL-POR
Program Portfolio Plan. ) '

COLUMBUS SOUTHERN POWER COMPANY’S
AND OHIO POWER COMPANY’S
APPLICATION FOR REHEARING

AND MEMORANDUM IN SUPPORT

Pursuant to §4903.10, Ohio Revised Code, and 4901:1-35 Ohio Admin. Code, Columbus
Southern Power Company and Ohio Power Company (“AEP Ohio” or “Companies™) file this
application for rehearing of the Commission’s January 27, 2010 Order in these dockets. AEP
Ohto respectfully requests rehearing on the Commission’s January 27, 2011 Eniry that denied
AEP Ohio’s request to continue collection of net lost distribution revenue costs incurred after '
December 31, 2010. AEP Ohio also secks clarification on the appropriate venue or docket to

seek recovery of net lost distribution revenue costs in the future,

AEP Ohio files this application concerning the Commission’s findings in relation to cost
recovery authorized by Chio Admin. Code 4901:1-39-07 and Ohio Revised Code 4928.66. AEP
Ohio contends that this denial is unlawful and unreasonable because it denies AEP Chio the

ability to recover expenses permitted by law, the Commission’s rules and allowed by the
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Commission’s decision adopting AEP Ohio’s Program Portfolio Plan. AEP Ohio sets out the

rationale in the following memorandum in support.
MEMORANDUM IN SUPPORT OF REHEARING

On November 18, 2010, the Companies filed a motion proposing to extend the
Commission approved revenue recovery mechanism approved as part of the Energy:
Efficiency/Peak Demand Reduction (EE/PDR) programs through December 31, 2011. On
January 27, 2011, the Commission denied AEP Ohio’s request to exiend the then existing
revenue recovery process. The Commission denied AEP Ohio’s request with clarifications to its

May 13, 2010 Order.

The May 13™ Order stated that it could not agree with the Stipulation provision that
afforded the authority to recover up to three years of net lost distribution revenue, but “did
recoghize the Companies would experience lost distribution revenues and should have some
opportunity to recovery thase revenues.” (May 13, 2010 Order at 26.) The Commission
clarified in the Januvary 27, 2011 Entry that it only intended such recovery through the December
31, 2010 program participation and those impacts. The Commission summarized its Entry by
stating, “[hlowever, to the extent that AEP-Ohio is requesting recovery of lost distributipn

revenue costs incurred after December 31, 2010, such request is denied.” (January 27" Entry at
13.)

The clarification that December 31, 2010 was intended to be an absolute cutoff point for
authority to recover net lost distribution revenue costs appears to contradict the Commission’s

May 13, 2010 Order. In the May 13, 2010 Order, the Commission specifically estﬁblished the



ability for the continued collection of net lost distribution revenues through the length of the

EE/PDR plan. The Commission stated:

Given that CSP’s last distribution rate case occurred in 1991 and OP’s last
distribution rate case occurred in 1994, AEP-Ohio’s actual costs of service are
unknown at this time. Therefore, at this time, the Commission will temporarily
grant AEP-Ohio lost revenue recovery through January 1, 201 1. During this time,
AEP-Ohio is encouraged to propose a mechanism to answer the Commission’s
concern regarding quantification of fixed costs, as well as a mechanism to
achieve revenue decoupling, whick may include but is not limited to the method
proposed in this filing: lost distribution revenue recovery, a decoupling rider, or
any other method which reduces or eliminates the link between sales volume and
recovery of fixed distribution costs. - If AEP-Ohio proposes a reasonable
mechanism, the Commission will consider a request to extend the recovery period
while the mechanism is considered.

Emphasis added. May 13, 2010 Order at 26. Moreover, in approving the Stipulation that
included the net lost distribution revenue mechanism as part of a package deal, the
Commission also adopted a set of EE/PDR programs that AEP Ohio must implement
through the end of 2011. Yet, thé January 27, 2011 Entry now takes away part of the
recovery of those obligations that provided a benefit to AEP Ohio. Further, the
mechanism was fully supported by all parties with the exception of the Industrial Energy

Users of Ohio.

The Commission had concerns about a cost recovery mechanism that continued
without a possibility of considering actual costs of service at some point. In its
consideration of how to reach that point, the Commission recognized 1) that the
Companies would experience lost distribution revenues and should have some
opportunity to recovery those revenues, and 2) that the path to consider the quantification
of fixed costs could result in the recovery of lost revenue costs under the same method |

already proposed by the Commission in the May 13, 2010 Order.
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AEP Ohio complied with the Commission’s directive and proposed a: path to
continue the previously approved method while indicating that the Commission’s:concern
regarding quantification of fixed costs would be addressed early in 2011. This approach
allows the Companies to recover the net lost distribution revenues the Con;mission
declared it should hévg: some opportunity to recover, while at the same time the

Commission has the opportunity to guantify fixed costs.

AEP Ohio filed an application for an Electric Security Plan I(Case Nos. 11-346-
EL-SSO and 11-348-EL-SS0) and the pre-filing notification for a distribution rate case
on January 22, 2010 (Case Nos. 11-351-EL-AIR and 11-352-EL-AIR). The Co:rimission
now has a full opportunity to quantify the fixed costs in the context of AEP Ohio’s
pending rate cases. The filing of these cases, in particﬁlar the distribution case, is what
the Companies relied upon when filing the request to extend the Commission approved
collection of net lost distribution revenues. The Commission now has open dockets to
address the question raised in the May 2010 Opinion through its consideration of the

Companies’ 2011 cases.

Therefore, the only factor left unaddressed, and left without a paﬂ:1 to be
addressed, by the Commission’s denial of the Companies’ request, is the lack of net lost
distribution revenue cost recovery in 2011 associated with EE/PDR programs. As stated
above, the Commisston itself recognized the fact that the Companies would experience
lost distribution revenues and should have some opportunity to recovery those revenues.
Denying an opportunity to recover those recognized lost distribution revenues is denying

the Companies program costs that were already recognized and approved by the .



Commission. The Companies respectfully request that the Commission remedy this
inequitable gap in the analysis on this issue and extend the recovery of net lost
distribution revenues as soon as possible in 2011 in recognition of the opportunity in the
other 2011 cases to answer any unanswered questions the Commission may want

addressed.

The clarification in the Commission’s January 27, 2011 Entry and the recent decision in a
Duke proceeding also raise the need for a clarification on the issue of net lost distribution
revenue cost recovery for the future. On February 9, 2011, the Commission is;md an
Entry on Rehearing in Case No. 09-1999-EL-POR, I the Matter of the Report of Duke
Energy Ohio, Inc. Concerning its Energy Efficiency and Peak-Demand Réduction
Programs and Porifolio Planning. As part-of the Commission’s consideration of issues
on rehearing, the Commission discussed the procedural steps outlined in Rule 4901 :1-39-
07, Ohio Admin. Code and seemed to suggest that seeking recovery of lost disﬁibuﬁon
revenues was procedurally appropriate in the context of a Program Portfolio Plan case.
Yet, the Commission’s decision in the instant case seems to suggest that AEP Ohio
needed to resolve issues in a distribution rate case. Accordingly, in addition to seeking
reconsideration of the Commission’s denial of AEP Ohio’s request to extend the net lost
distribution revenue mechanism through 2011, AEP Ohio seeks clarification from the
Commission on whether the appropriate place to seek lost distribution revenue recovery
is within the context of filing a utility portfolio plan or in a different case. Like“ﬁse, the
Companies seck guidance on the ability to seek 2011 lost distribution revenues under this
process if the Commission denies continued recovery under its previously-endorsed

method,



Respectfully submitted,

Matthew J. Sat\ferwhite'r\/

Steven T. Nourse

American Electric Power Service Corp

1 Riverside Plaza, 29" Floor

Columbus, Ohio 43215

Telephone: (614) 716-1608

Fax: (614) 716-2950

Email: mjsatterwhite(@aep.com
stnourse(@aep.com

Counsel for Columbus Southern Power Company and
Ohio Power Company


mailto:stnourse@aep.com

PROOF OF SERVICE

I certify that Columbus Southern Power Company’s and Ohio Power Company’s Application for
Rehearing was served by First-Class U.S. Mail upon counsel for all parties of record identified

below this 25™ day of February, 2011.

Mike Dewine

William L. Wright

Thomas M¢Namee

Assistant Attorney General

Public Utilities Section

180 East Broad Street

Columbus, OH 43215
william.wright@puc.state.oh.us
thomas.menamee@puc.state.oh.us
ON BEHALF OF THE PUBLIC
UTILITIES COMMISSION OF OHIO

Henry W. Eckhart

S0 W. Broad Street #2117

Columbus, OH 43215
henryeckhart@aol.com

ON BEHALF OF THE SIERRA CLUB
OF OHIO AND THE NATURAL
RESOURCES DEFENSE COUNCIL

David F. Boehm

Michael L. Kurtz

Boehm, Kurtz & Lowry

36 East Seventh Street, Suite 1510
Cincinnati, OH 45202
dboehm@BKLIlawfirm.com
mkurtz@BEK Llawfirm.com

ON BEHALF OF OHIO ENERGY
GROUP

Clinton A. Vince
Douglas G. Bonner
Enuna F, Hand

Matthew J. Sattefwhité

Samuel C. Randazzo

Joseph M. Clark .
McNees, Wallace & Nurick, LLC .
21 East State Street '
Columbus, Chio 43215 :
ON BEHALF OF THE INDUSTRIAL
ENERGY USERS OF OHIO

Thomas O'Brien

Bricker & Eckier LLP

100 South Third Street

Columbus, OH 43215

tobrien@bricker. com

ON BEHALF OF THE OHIO
MANUFACTURERS' ASSOCIATION
AND THE QHIO HOSPITAL

ASSOCIATION

Richard Sites

Ohio Hospital Association

155 E. Broad Street, 15tii Floor
Columbus, OH 43215-3620
ricks@ohanet.org

ON BEHALF OF THE OHIO HOSPITAL
ASSOCIATION

Nolan Moser

Will Reisinger

The Ohio Environmental Council
1207 Grandview Avenue, Suite 201
Columbus, OH 43212
nmoser@theOEC.org
will@tiieOEC.org
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Keith C. Nusbaum

Soimenschein Noth & Rosenthal LLP
1301 K Street, NW

Suite 600, East Tower

Washington, DC 20005
cvince@sormenschein.com
dbonner@soimenschein.com
ehand@sonnenschein.com
knusbaum(@sonnenschein.com

ON BEHALF OF ORMET PRIMARY
ALUMINUM CORPORATION

David C. Rinebolt

Colleen L. Mooney

Ohio Partners for Affordable Energy

231 West Lima Strect

Findlay,OH 45839-1793
drinebolt@aol.com
cmooney2{@columbus.rr.com

ON BEHALF OF OHIO PARTNERS FOR
AFFORDABLE ENERGY

ON BEHALF OF THE OHIO
ENVIRONMENTAL COUNCIL

Janine L. Migden-Ostrander

Ohio Consumers' Counsel

Christopher J. Allwein

Terry L. Etter

Office of the Ohio Consumers' Counsel
10 West Broad Street, Suite 1800 ‘,
Columbus, OH 43215 '
allwein@occ.state.oh.us
etter@occ.state.oh.us

ON BEHALF OF THE OFFICE OF THE
OHIO CONSUMERS COUNSEL -

Michael Smalz

Ohio Poverty Law Center

555 Buttles Avenue

Columbus, OH 43215
msmalz@ohiopovertylaw.org

ON BEHALF OF THE OHIO POVERTY
LAW CENTER
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