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BEFORE 4 “,
THE PUBLIC UTILITIES COMMISSION OF OHIO P ,o&

¢e

In the Matter of the Application of 00 /o

)
Columbus Southern Power Company and )
Ohio Power Company, Individually and, if ) Case No. 11-351-EL-AIR
Their Proposed Merger is Approved, as a ) Case No. 11-352-EL-AIR
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 ) Case No. 11-353-EL-ATA
Their Proposed Merger is Approved, as a )} Case No. 11-354-EL-ATA
Merged Company (collectively AEP Ohio) )
for Tariff Approval )

In the Matter of the Application of )
Columbus Southern Power Company and )
Ohio Power Company, Individually and, if ) Case No. 11-356-EL-AAM
Their Proposed Merger is Approved, as a ) Case No. 11-358-EL-AAM
Merged Company (collectively AEP Ohio) )
for Approval to Change Accounting Methods )

OHIO POWER COMPANY’S APPLICATION FOR REHEARING

On December 14, 2011, the Commission issued an Opinion and Order in the
above-captioned cases (Opinion and Order), modifying and adopting the November 23,
2011 Stipulation and Recommendation (Stipulation).! The Opinion and Order, adopted
the Stipulation with additional steps required concerning the pilot program approved
concerning revenue decoupling for Ohio Power Company (OPCo) (the company merged
with Columbus Southern Power Company (CSP) in another order on the same day

effective at the end of 2011 collectively referred throughout as “AEP Ohio™).

: The Commission issued an Entry Nunc Pro Tunc a day later on December 15,

2011 clarifying some language (“Nunc Pro Tunc’™).
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Accordingly, OPCo (AEP Ohio) also represents, and is the successor in interest to, the
interests of CSP. On that basis, and pursuant to §4903.10, Ohio Rev. Code, and §4901-1-
35 (A), AEP Ohio seeks rehearing of the Opinion and Order as further explained below to
clarify that the additional steps ordered by the Commission did not change the overall
terms of the pilot program. Specifically, AEP Ohio seeks rehearing on the following
issues:
1. The Commission’s Opinion and Order is unreasonable and unlawful to
the extent it is removing the pilot nature of the program and requiring a
permanent rate design based on revenue decoupling.
2. The Commission’s Opinion and Order is unreasonable and unlawful

because of its premature addition of reporting requirements concerning
the success of the program.

A memorandum in support is attached and sets forth the specific grounds supporting the
above-listed errors.

Respectfully Submitted,

Matthew"T. Wunsel of Record)
Steven T. Néfirse

American Electric Power Corporation
1 Riverside Plaza, 29" Floor
Columbus, Ohio 43215-2373
Telephone: (614) 716-1608
Facsimile: (614) 716-2950
misatterwhite@aep.com
stnourse(@aep.com

Counsel for Ohio Power Company
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MEMORANDUM IN SUPPORT

ARGUMENT

The December 14, 2011 Opinion and Order approved the Stipulation filed by the
parties in the case with a few additions to the pilot program. To the extent those
additions change the decoupling pilot or purpose of the program the Commission order 1s
unreasonable and unlawful and the Commission should grant rehearing to put those

additions into proper context or remove them from the approval of the Stipulation.



l. The Commission’s Opinion and Order is unreasonable and unlawful to
the extent it is removing the pilot nature of the program and requiring a
permanent rate design based on revenue decoupling.

The Signatory Parties deliberately described the decoupling pilot in the
Stipulation as a three year program with a confined period. It is not clear if the
Commission maintained that aspect of the program in its Opinion and Order. The
Commission indicated it needed to take some additional steps to approve the pilot. Those
additions included requiring a cost of service study update, a revenue neutral update to
the rate design in January of 2015, and “the throughput balancing adjustment rider will be
extended past its proposed termination date in 2015 until otherwise ordered by the
Commission.” (Opinion at 10).

AEP Ohio reads the extension of the throughput balancing adjustment as related
to the potential over/under recovery of the rates from 2012 through 2014 when the
decoupling mechanism is in effect. The extension of the existence of the nider is intended
only to effectuate paragraph 5 of Attachment Y to the Stipulation. A clarification that the
design of the pilot program sunsets and any future decoupling program would need to be
requested in a future proceeding and approved by the Commission is needed.

Without that clarification the language could be misread to maintain the rider into
perpetuity and an associated requirement to maintain decoupled rates. The Signatory
Parties did not agree to a permanent decoupling of rates, rather the parties agreed to a
pilot. It would be unreasonable at this stage to lock AEP Ohio into a permanent
decoupling mechanism that it agreed to implement as part of an overall settlement with

the intent to review and determine the pros and cons of such a program.



The Commission should grant rehearing or alternatively clarify that the extension
of the rider is only to extend the financial mechanism for future use but not to be used to
lock AEP Ohio permanently into the pilot decoupling structure.

2. The Commission’s Opinion and Order is unreasonable and unlawful
because of its premature addition of reporting requirements concerning
the success of the program.

The Commission’s Opinion and Order unreasonably adds some duties to the
Company concerning the pilot decoupling program that are premature. The Opinion
requires AEP Ohio to prepare a “detailed proposal regarding the type of data proposed to
be obtained, how that data will be obtained, and metrics to evaluate the success of the
pilot program.” (Opinion and Order at 10). The Company 1s required to file this
proposal in the generic Commission investigation in Case No. 10-3126-EL-UNC within
six months of the Opinion and Order. The addition of this duty is unreasonable because
it presupposes the result of the generic docket.

The Commission opened the investigation in 10-3126-EL-UNC to explore if
changes in rate structures for Ohio utilities would better align performance with public
policy outcomes. An AEP Ohio proposal that establishes criteria for the success or
failure of its pilot meant to produce data is premature until the Commission determines
the goals and marks of success or failure with a decoupling program. The parties
supporting the Stipulation did not declare an expected outcome in testimony or desired
results. The parties simply recognized the value of having a program underway as a pilot
to study and see the impacts while the broader question is being debated and considered

in the 10-3126 docket. The determination of what constitutes success or failure can be



determined later. A declaration of what constitutes success at this preliminary stage is
mappropriate,

One possible alternative to establishing reporting requirements now is that the
Commission could order on rehearing that AEP Ohio consider the data gathered in its
.decoupling advisory group. AEP Ohio agreed to form an advisory group within forty-
five (45) days of the Commission’s adoption of the Stipulation in Case Nos. 11-346-EL-
SSO et al. (“AEP Ohio ESP”) to discuss and explore a rate decoupling mechanism.

After forming and conducting discussions, that advisory group would be a better place to
consider the gathered information focused on AEP Ohio’s territory. The advisory group
includes members that signed the Stipulation in the ESP. AEP Ohio would commit to
recommend to the members of that group the addition of the parties signing the
Stipulation approved in this Opinion and Order, which would include adding the Ohio
Consumers’ Counsel to the advisory group. OCC did not sign the Stipulation in the 4EP
Qhio ESP case and therefore is not a member of this advisory group on decoupling. Staff
and others signing the AEP Qhio ESP stipulation are already members of the advisory
group. Any applicable data could still be provided to the generic docket as appropriate.

The Commission should grant rehearing to address these additions and adapt its

decision to align with the purpose of the agreement to gather data for use and discussion.



CONCLUSION
For the foregoing reasons, the Commission should grant the foregoing application
for rehearing submitted by Ohio Power Company.

Respectfully Submltted

Steven T, Nourse

Amernican Electric Power Corporation
1 Riverside Plaza, 29" Floor
Columbus, Ohio 43215-2373
Telephone: (614) 716-1608
Facsimile:; (614) 716-2950
mjsatterwhite@aep.com

stnourse{@aep.com

Counsel for Ohio Power Company
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