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Merged Company (collectively, AEP
Ohio) for an Increase in Electric
Distribution Rates.

In the Matter of the Application of
Columbus Southern Power Company and

Ohio Power Company, Individually and, if

Their Proposed Merger is Approved, as a
Merged Company (collectively, AEP
Ohio) for Tanff Approval.

In the Matter of the Application of
Columbus Southern Power Company and
Ohio Power Company, Individually and, if
Their Proposed Merger is Approved, as a
Merged Company (collectively, AEP
Ohio} for Approval to Change Accounting
Methods.

THE PUBLIC UTILITIES COMMISSION OF OHIO

Case No. 11-351-EL-AIR
Case No. 11-352-EL-AIR

Case No. 11-353-EL-ATA
Case No. 11-354-FL-ATA

R T T

Case No. 11-356-EL-AAM
Case No. 11-358-EL-AAM

0and

9]: Hd 42 1001102

MOTION TO STRIKE CERTAIN OF AEP OHIO’S OBJECTIONS
TO THE STAFF REPORTS

BY

THE OFFICE OF THE OHIO CONSUMERS’ COUNSEL

The Office of the Olno Consumers’

Counsel (“OCC”), on behalf of residential

utility consumers moves' to strike objections to the Reports by the Staff (“Staff Reports™)

regarding the application in the above-captioned cases by Columbus Southern Power

Company (“CSP”) and Ohio Power Company (“OP”) jointly referred to as (“AEP Ohio”

' Pursuant to Ohio Adm. Code 4901-1-12 and Ohio Adm. Code 4901-1-28(B).
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or “Companies™). Specifically, OCC moves to strike the following objections filed by
the Companies on October 17, 2011:

Objection-1: The Staff Reports utilize costs of service that are based on
inconsistent data and contain clerical errors.

a. The Staff Report erred by using data based on actuals in their adjustments, but
did not correspondingly adjust the starting total distribution amounts, resulting in
an analysis that improperly subtracts adjustments based on actuals from the as-
filed estimated total distribution function in Schedule C- 2, Col. C.

b. The overall results of the reports are invalid and unreasonable due to the
cumulative effect of these errors in methodology resulting in a revenue
recommendation which cannot be relied on. The Companies note numerous
adjustments which contained errors of a clerical nature.?

Ojection-4: The Staff Report adjusted the Companies' cases by using known
actual nder revenue and expense amounts for the test year and subtracting them
from the actual/projected values that the Companies based their filings upon. The
Companies object to this methodology because the Staff Reports do not

make the necessary corresponding adjustments to the total Distribution

revenue and expense amounts, resulting in a misstatement of the Companies
operating income. The Staff Reports contain errors (such as excluding

necessary accounts or designing the adjustment such that the answer was

wrong) that resulted in a misstatement of those adjustments.’

Ojection-17: The Staff Reports unreasonably and unlawfully proposed decreases
n the major storm damage basis to a level proposed by Commission Staff in
11-346-EL-SSO et al. cases. The adjustment is unreasonable and

unlawful because the lower suggested base-line relies upon 2 false

premise that the Companies exposure to major storms has decreased due

to aggressive right-of-way clearing.*

Ojection-18: The Staff Reports unreasonably and unlawfully make an adjustment
to the storm damage level because the Staff Report did not reflect the actual
basis for O&M storm damages incurred during the test year.’

Objection- 20: The Staff Reports unreasonably and unlawfully reflect improper
capital structures. The Companies' capital structures should be revised to
remove the balance of debt equivalent to the balance of the regulatory

asset(s) to which it is been assigned.®

* AEP Ohio Objections to the Staff Report at 3 (October 17, 2011).
*1d. at 4.

“1d, at 8.

' Id.

¢ 1d. at9.



Objection 23: The Staff Reports unreasonably and unlawfully recommend a
return on equity too low for the Companies to adequately compensate investors
and are too low when compared to those approved in other jurisdictions.’

Objection-24: The Staff Reports unreasonably and unlawfully rely upon studies
to determine the return on equity with faulty assumptions used in the design

of the studies and are not reasonable given the type of study being

performed.®

Objection-25: The Staff Reports unreasonably and unlawfully rely on studies to
determine the return on equity that fail to recognize the realities and

behaviors of the capital markets in which the Companies compete for

funds.’

Objection- 27: The Staff Reports are unreasonable and unlawful because the
reports fail to overcome the evidence in direct testimony that supports the
reasonableness of the recommended ROE for the Companies within the
range of 10.55 percent to 11.55 percent."

These nine objections by the Companies should be stricken because they lack specificity

or are contrary to Commission rulings. The grounds for OCC’s Motion to Strike are

more fully set forth in the accompanying Memorandum in Support.

1d. at 10.
fHd.
’1d.
'1d. at 11.



Respectfully submitted,

BRUCE J. WESTON
INTERIM CONSUMERS’ COUNSEL

_/_,—«—'
Ma{eeT-B/Gra ¢l of Record
Larry S! Sauer
Assistant Consumers” Counsel

Office of the Ohio Consumers’ Counsel
10 West Broad Street, Suite 1800
Columbus, Ohio 43215-3485
614-466-9567 {Direct — Grady)
614-466-1312 (Direct — Sauer)
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BEFORE
THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Application of Ohio
Edison Company, The Cleveland Electric
Illuminating Company, and The Toledo
Edison Company for Authority to Increase
Rates for Distribution Service, Modify
Certain Accounting Practices and for
Tariff Approvals.

Case No. 07-551-EL-AIR
Case No. 07-352-EL-ATA
Case No. 07-553-EL-AAM
Case No. 07-554-EL-UNC

MEMORANDUM IN SUPPORT OF MOTION TO
STRIKE CERTAIN AEP OHIO TO THE STAFF REPORTS
BY
THE OFFICE OF THE OHIO CONSUMERS’ COUNSEL

I INTRODUCTION

The Staff Reports in the above-captioned cases were issued on September 15,
2011. Pursuant to R.C. 4909.19, objections to the Staff Reports were submitted by
parties on or before October 17, 2011. The Companies, as well as other parties,
submitted objections. An Entry dated September 16, 2011 provided that motions to strike
objections should be filed by October 24, 2011."" The OCC addresses the nine AEP Ohio

objections in this pleading, which should be stricken.

" Entry at 1, 16.



I1. ARGUMENT
A. Certain of AEP Ohio’s Objections Should Be Stricken Because
They Lack Specificity, In Violation Of Ohie Adm. Code 4901-
1-28(B).

R.C. 4909.19 allows the filing of objections to a Staff Report by any
interested persons. If any such objections are filed with the Commussion, the
Commission is required to hold a hearing for the taking of testimony “with respect to the
application and objections...” Ohio Admin. Code 4901-1-28 further clarifies the
procedure, stating that the “objections may relate to findings, conclusions, or
recommendations contained in the report, or to the failure of the report to address one or
more specific items. All objections must be specific, and objections which fail to meet
this requirement may be stricken....”

Thus, the requirements as to objections are that they must relate to findings,
conclusions or recommendations in a staff report or must relate to the failure of the staff
report to address as items, and must be specific. Furthermore, as conveyed by Entry of
September 16, 2011, any objection that is not specific enough to convey what is actually
being placed at issue will be struck. With these standards in mind, OCC moves to strike

the following of AEP Ohio’s objections:

Objection -1: (Revenne Requirement)

The Companies object to the Staff’s cost of service based on unidentified
“inconsistent data,” and object that the Staff Reports contain unidentified “clerical
errors.” The Companies allege that the Staff Report erred by improperly subtracting
unidentified adjustments and allege undefined errors in methodology. From these
objections it cannot be determined what is actually being placed in issue. The objections

are not specific. They should be struck.



Objection -4: (Rider revenues and expenses)

The Companies object to unidentified nder revenues and expenses and allege the
Staff Report contains unspecified errors that resulted in a misstatement of “those
adjustments.” From these objections it cannot be determined what is actually being
placed in issue. Which of the 17 nders requested in the case are in issue and what
expenses related to those riders? What were the errors that resulted in “a misstatement”
of “those [unidentified] adjustments?” The objections are not specific. They should be
struck.

Objection -20: (Rate of Return, Capital Structure)
The Companies object to he Staff’s recommendation of improper capital
structures. The Companies further object as follows: “balance of debt equivalent to the
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balance” of the unidentified “’regulatory assct(s)” to which it has been assigned.” From
these objections it cannot be determined what is actually being placed in issue. The

objection is not specific, and should be struck.

Objection — 23: (Cost of Common Equity)

The Companies object that the return on equity 1s too low to adequately
compensate investors and too low when compared to those approved in other
junisdictions. From this objection it cannot be determined what is actually being placed
in issue. The objection is not specific, and should be struck.

Objection — 24: (Cost of Common Equity)

The Companies allege the Staff Report relies upon unidentified “studies™ to
determine the return on equity with unidentified “faulty assumptions™ used in the design

of the studies, and object that something is “not reasonable given the type of study being



performed.” The objection 1s unintelligible. From this objection it cannot be determined
what is actually being placed in issue. The objection is not specific, and should be struck.
Objection — 25: (Cost of Common Equity)

The Companies allege that the Staff Reports rely on unidentified “studies™ to
determine the return on equity and that the umidentified studies fail to recognize
unidentified “realities and behaviors of capital markets” in which the Companies compete
for funds. From this objection it cannot be determined what is actually being placed in
issue. The objection is not specific, and should be struck.

Objection —27: (Cost of Common Equity)

The Companies allege that the Staff Reports are unreasonable because they fail
“to overcome the [unidentified] evidence in direct testimony that supports the
reasonableness of the recommended ROE for the Companies within the range of 10.55
percent to 11.55 percent. From this objection it cannot be determined what is actually
being placed in issue. The objection is not specific, and should be struck.

B. Certain of AEP Ohio’s Objections Should Be Stricken Because
They Do Not Relate To The Staff’s Recommendations.

The Companies have also included objections which do not relate to the Staff’s
recommendations. In a Water and Sewer, LLC case, Commission has ruled on the
requirements of objections to the Staff Report. The Commission stated:

Thus the only requirements as to the objections are that they must relate to
the findings, conclusions, or recommendations in a staff report, or must

relate to the failure of the staff report to address as items, and must be
specific.

% In the Matter of the Application of Water and Sewer LLC for an Increase in its Rates and Charges, Case
No. 08-227-WS-AIR, Opinion and Order at 2 (April 14, 2009).



In this case, the following objections should be stricken for the Companies failure to
relate their objections to a Staff recommendation:

Objection - 17: (Storm Damage Adjustment)

The Companies have objected to the Staff’s storm damage adjustment “because of
a false premise that the Companies’ exposure to major storms has decreased due to
aggressive right-of-way clearing.”" However, the alleged rationale is not noted in the
Staff Reports. Therefore, this objection should be stricken.

Objection — 18: (Storm Damage Adjustment)

The Companies have objected to the Staff’s storm damage adjustment because
“the Staff Reports unreasonably and unlawfully proposed decreases in the major storm
damage basis to a level proposed by Commission Staff'in 11-346-EL-SSO et al. cases.”
However, AEP Ohio’s alleged rationale 1s not noted in the Staff Reports. Rather, the
Staff has reduced the test year expenses the Companies proposed for storm damage
because the Companies had included expenses based on an average of the five year
period (2005-2009) that encompassed expenses related to Hurricane Tke."

The Staff attempted to strike a balance in their adjustments for storm damage.
The Staff did so by using a three-year average 2007, 2008, and 2010 that excluded the
extraordinary expenses incurred in 2008 associated with the Hurricane Ike storm damage.
The Stafl also excluded the two years 2006 (a year in which storm damage expenses were
unusually low) and 2009 (a year in which storm damage expenses were unusually high)

from the recommended test year storm damage expenses. The Staff merely adjusted the

1> AEP Ohio Objections to the Staff Report at 8 (Objection No. 17).
' Staff Reports at 12.



Companics methodology for anomalies contained within the five-year period chosen by

the Companies.

III. CONCLUSION

For the reasons set forth herein, the Commission should strike nine of AEP Ohio’s

objections as discussed above, in accordance with Ohio Adm. Code 4901-1-28(B).

Respectfully submitted,

BRU(GEJ. WESTON
INT CONSUMERS’ COUNSEL

=
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CERTIFICATE OF SERVICE
1 hereby certify that a copy of the foregoing Motion to Strike Objections by the

Office of the Ohio Consumers” Counsel was served by first class United States Mail,

postage prepaid, to the persons listed below, on thig

34™ day of October, 2011.
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