EXHIBIT JGB-1

CASES IN WHICH JOSEPH G. BOWSER HAS SUBMITTED TESTIMONY

In the Matter of the Application of The East Ohio Gas Company for Authority to Implement Two
New Transportation Services, for Approval of a New Pooling Agreement, and for Approval of a
Revised Transportation Migration Rider, Case No. 96-1019-GA-ATA
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07-551-EL-AIR, et al.
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I INTRODUCTION

To mitigate the impact of rate increases authorized in the electric security plans
("ESPs”) of Ohio Power Company (“OP"} and Columbus Southerm Power Company
("CSP") (collectively, “Companies”), the Public Utilities Commission of Ohio
(*Commission”) authorized the Companies to defer amounts that exceeded certain bill
limits. The Companies were permitted to carry those deferrals at their weighted
“average cost of capi‘tai (“WAC,C") }dUring the deferral ﬁeriod; Moreover, the Cdmpanies
were permitted to apply the carrying charge rates fo deferrals that represent capital that
was obtained at no cost to the Companies. The deferral balance has grown to over
$600 million. Now that the deferral period is over, the Companies request that the
Commission automatically reapprove the same generous terms during the recovery

period.

{C37015:7 }



But, in the Opinion and Order authorizing the Companies’ ESP, the Commission
did not predetermine the manner in which the deferral balance will be collected in the
recovery period or rule upon the appropriateness of the amounts included in the deferral
balance. The Commission's decisions regarding these issues will impact customers for
years to come. If the Commission fails to set an appropriate rate, the phase-in will

prove to have caused far more harm than good.

. BACKGROUND

As noted below, the deferral balance has been and will continue to be impacted
by several proceedings, some of which are ongoing and others that are yet to occur. It
is important that any Commission order authorizing a recovery mechanism clearly
provides a process for adjusting the phase-in recbvery rider (“PIRR") to account for any
future orders that may impact the deferral balance. Thus, any order authorizing the

PIRR must clearly state that the PIRR is subject fo reconciliation.

A ESP]

On March 18, 2009, the Commission issued an Opinion and Order appfoving the
Companies ESP." The Commission authorized rate increases in the Opinion and Order
and authorized the Companies to establish a fuel adjustment clause (“FAC”) subject to
~ reconciliation.? To mitigate the impact 'qf the rate increases, the Commission authorized

the Companies to defer amounts that exceeded certain bill limits.> The Commission

' In the Matter of the Application of Columbus Southeri Power Company for Approval of an Elettric
Security Plan; an Amendment to its Corporate Separation Plan; and the Sale or Transfer of Certain
Generating Assets, Case Nos. 08-217-EL-SSQ; et al, Opinion and Order (Mar. 18, 2009) (hereinafter
"ESPT). ‘ :

? ESP' I, Opinion and Order at 15 (Mar. 18, 2009).

% ESP1; Entry on Rehearing at 8 (Jul. 23, 2009).
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authorized the Companies to accrue carying charges on the deferrals gross of tax
effects at the Companies’ WACC (approximately 11%).* |

The Commission also authorized the Companies to recover the deferrals
remainin.g at the end of the ESP through a phase-in mechanism from 2012 to 2018.°
Although the issues surrounding OP’s carrying costs and treatment of accumulated
deferred incame taxes ("ADIT") were determined through the end of the Companies’
initial ESP, the Commission did not address any issues surrounding the appropriate
amortization rate and the tréatment of ADIT during the recovery period. The
Commission also did not determine the total amount of the deferral balance, nor could
it, given that the total rates subject to the bill limits were uncertain and several additional
variables impacted the amount of the deferral balance ®

The deferral balance was further impacted when the Supreme Court of Ohio
("Supreme Court”) reversed, in part, and remanded the Opinion and Order to the
Commission for further review. On remand, the Commission determined that the
Provider of Last Resort Rider (“POLR”) charge was illegally authorized. Industrial
Energy Users-Ohio (“IEU-Ohic”) has advocated, to the Commission and on appeal fo
the Supreme Court that the effects of the remand decision must flow through and offset
the: deferral balance, just as the Commission has ordered the flow through of FAC

changes.

“ ESP |, Opinion and Order at 23 (Mar. 18, 2009).
id.

® During ESP 1, customers' bills varled depending on many factors such as usage. Additionally, OF's total
authorized ESP increases varied as a function af several different riders and mechanisms that were.
adjusted and reconciled during the ESP [ term. OP's expenses deferred as a result of its FAC were also,

and continue to be, subject to annual fusl audits that could alter the total amount of the deferral. Further,

and to the extent that customers’ bills were below the total rate caps, the Commission dlrected OPR to
begin amortizing the deferrals during ESP /. Thus, determining the amount of the deferral ahead of time
‘would have been impossible. .
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B. The Phase-in Recovery Rider Application

On September 1, 2011, the Companies ﬁled an application to establish-a PIRR to
recover its deferral balance. At the fime OP filed its Application, OP predicted that the
- deferral balance on December 31, 2011, would be $628 million.” CSP predicted that it

would have over-recovered approximately $3 mittion.?

The Application claims—without support—that the Comipanies were authorized to
continue to collect carrying charges at a full WACC during the recovery period.®
Because CSP customers had already paid off their deferral balance, the Application

sought to collect the deferral balance from OP customers only. ™

C. The Rejected Stipulation and the Modified ESP Application

On September 7, 2011, the Companies and others (“Signatary Parties”) entered
into ‘a Stipulation and Recommendation (“Stipulation”) which purported to resoivé
several proceedings, including the Companies’ second ESP and the PIRR."" The
Stipulation required the Signatory Parties to support the concept of passing

securitization legislation.”? The Stipulation also provided that during the recovery

7 Application, Ex. A at 1. It is unclesr whether the defarral balance has been adjusted to reflect
Commission ordered reductions for significantly excessive earnings and the unlawful POLR rider.

#1d.

? Application at 2-3.

o Application, Ex. A at 1. The Application did not specify whether the Companies are seeking to recover
the PIRR from govemmental aggregation cusfomers. Likewise, the Application did not address
requirements 'in- Section 4828.20(i), Revised Code, which must be satisfied in order to impose a
surcharge on customers of governmental aggregation:

" In the Matter of the Application of Columbus Southern Power Company and Ohio Power Company for
Authority to Establish a Standard Service Offer Pursuant to Section 4928.143, Revised Code, in the Farm
of an Electric Securily Plan, Case Nos. 11-348-EL-S80, ef a/., Stipulation and Recemmendation (Sep. 7,
2011} (hereinafter "ESP II").

2 19 at 25.
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period, the PIRR would be amortized at a “debt carrying charge” rate of 5.34%.'® Unlike
the Application, the Stipulation provided that the PIRR would be collected from both OP
and CSP customers. The Companies claimed that it was logical to spread both the
costs and benefits of the merger between CSP and OP customers.'®

After ‘approving the Stipulation’® on December 14, 2012 the Commission, on
rehearing,; rejected tr}e Stipulation and directed the Companies to refile their prior ESP
rates,"  As part of their “compliance” filing, the Companies filed a revised PIRR—
allocating the PIRR to only OP customers and claiming that OP was entitled to amortize
the PIRR at a full WACC."® On March 7, 2012, the Commission directed OF to remove
the PIRR from its tariffs, stating that the Commission would separately address the
Companies’ Application.’
| Also on March 7, 2012, the Commission approved the merger of OP and CSP. %
While OP’s Application indicated that the Companies did not intend to socialize the

PIRR between CSP and OP customers, the Companies have stated this intent in their

W id, et 26,

“d.

'* ESP I, Opinion and Order at 57 (Dec. 14, 2011). While the Stipulation did not specify whether
governmental aggregation cusiomers would be subject to the PIRR, the Companies adopted this position
in.the praceeding.

*® In approving the ESP I/ Stipulation the Commission held that the Companies tariffs were “subject to
final review by the Commission, £SP://, Opinion and Order at 67. Moreover, |IEU-Ohio reguested In its
December 20; 2011 Wotion that rates be collected subject o refund. The Commission has nat risled on
{hat motion:

" ESP I, Entry on Rehearing at 12 (Feb, 28, 2012).

*® In contrast to the Application, the Companies’ February 29, 2012 Compliance filing indicated that GSP
has'a amall deferral balance remaining. ESPJ, Compliance Filing (Feb. 29, 2012_),.

% ESP Il Entry at § (Mar: 7, 2012).

% in the Malter of the Application of Qhio Powsr Company and Columbus and Southern Power Company
to Merge and Related Approvals, Case No. 10-2378-EL-UNC, Entry {Mar. 7, 2012).

{C37015:7) ; 5



~modified ESP Application.**  Furthermore, the Companies have proposed delaying
implementation of the PIRR until June 2013—and the Companies request authorization
to continue to accrue carrying charges ata full WACC.# The Companies’ also request
that the Commission suspend the procedural schedule in this proceeding and consider

the PIRR as part of the Modified ESP Application,®

D. The FAC and the 2009 Reduction

In ESP I, the Commission authorized the Companies to establish a FAC to

recover their actual cost of fuel. As part of the implementation of the FAC, the

Commission ordered the Companies to file quarterly FAC tariffs subject to reconciliation
and “annual audit.® In return for granting the Companies dollar for dollar recovery of
FAC costs, the Commission required that the Companies' fuel costs be “allocated on &
least cost basis to POLR customers and then to other types of sale customers.

Because fuel costs are variable, increases and decreases in FAC costs impact
whether the Companies exceeded the bill limits set in £SP /. Because the FAC is a
self-reco,nciting mechanism, any reduction to approved FAC costs has a direct impact
on the deferral balance and, therefore, the ultimate rate set in the PIRR.

Consistent with the séi’f—recon_ciling nature of the FAC, on January 23, 2012,
following an audit of the Companies’ FAC for 2009, the Commission issued an Opinion

and Order directing the Companies to credit against the deferral balance the benefits

% ggp g, Modified Application (Mar. 30, 2012); ESP Ji, Direct Prefiled Testimony of Selwyn Digs at 10
(Mar. 30, 2012),

* ESP Ii, Modified Application at 14-15 (Mar, 30, 2012).
“d | |
* ESP'I, Opinion and Order af 14~15,319v(Maf. 18, 2008).
*® £SP 1, Entry on Rehearing at 4 (Jul 23, 2009).
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,,,,,,,,,,,,,,,,

the Companies received from a settlement agreement with one of Its coal suppliers.?®
The Commission determined that the Companies had voluntarily terminated a coal
contract that would have provided cusftom’e‘rs_" coal at below-market prices, kept the
benefits for shareholders, replaced the contract with higher priced coal, and passed the
higher costs onto customers. Thus, customers paid a much higher price than the
Companiesa’vactual cost of coal.

In light of this injustice, the Commission directed the Companies to credit the
deferral balance for the “portion of the $30 million 2008 lump sum payment not already
credited to OP ratepayers as well as the $41 million value of the West Virgihia coal
reserve that AEP booked when the Settlement Agreement was executed.””” The
Commission directed ’tﬁat an ‘a,,uditor.detemiine the real value of the coal reserve and
that the Companies credit the additional vaiue to the deferral bzaiia‘nvce;zB

While the: Comm_i'ssio’rfs‘ order direcfed the Companies to immediately reduce the
defefral,batance, the Companies have opposed the Commission’s order.® Because the
Companies have net» updated their Application, it is unclear whefher the Companies
have reduced the deferral balance to comply with the Commission’s order.

The Companies have attempted to chisel away at the benefits that the

Commission ordereéd be flowed through to customers by claiming that customers are

*® In the Matter of the Fuel Adjustment Clauses for Columbus Southern Power Company and Ohio Power
Company, Case Nos. 09-872-EL-FAC, st al,, Opinion and Order at 12 (Jan. 23, 2012) (hereinafter *2009
FAC Case"). ‘ ' '

g,

-] ]d.

® 2009 FAC Case, Application for Rehearing of Ohio Power Company at 15-16 (Feb. 22, 2012y,
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entitied to only the “jurisdictional portion.”® But, pursuant to the Commission’s order in
ESP |, the Companies were required to allocate all of their lowest cost fuel to standard
service offer customers; therefor;e,,, customers were entitled to the ‘entire benefit of the
below-market coal contract.®' Thus, customers would be entitied to receive all of the
benefits received due to the Qol’untary termination of the below-market contract; uniess
the Companies could demonstrate that it was\g not their least cost fuel.

 The Commission’s order was silent with respect to the treatment of carrying
charges that have accrued on deferrals that were improperly ,,booked;, Wh,ile’ common
sense and équity would dictate that the associated carrying charges must also be
removed, IEU-Ohio has r_eduested that the Commission clarify this aspect of the
Opinion and Order on Rehearing.* The Companies’ contest the removal of carrying
charges on the same legal basi§ that they contest the Commission’s determination to
flow through the benefits of voluntary contract renegotiation.® Thus, the Companies’
argument has already been rejected and adds nothing new for the Commission to
address.

In addition to the adjustments to the deferred balanice for the 2009 FAC audit,
two _additior'tal audits may affect the PIRR rate. The’}Commission hasc not issued an
order regarding the audit of the Companies’ 2010 FAC audit or 2011 audit. A decision
in either prcceedi’ng may impact the level of the deferral balance and, therefore, the rate

to be recoversd through the PIRR. Of note, the auditor in the 2010 proceeding has

¥ .Id. at 12-14.
¥ ESP |, Entry on Rehearing at 4 (Jul. 23, 2009).
*.2009 FAC Cass, Application for Rehearing of IEU-Ghioat 8-10 (Feb. 22, 2012).

* 2009 FAC Case, Ohio Power Company’s Memorandum Contra Applications for Rehearing of industrial
Energy Users-Ohio and the Office of the Ohio Consumers’ Counsel at 3-4 (Mar. 3, 2012).
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suggested that it is i'mpreper to permit the Companies to accrue carrying charges on the
portion of the deferral balance that was financed by ADIT, because the Commission

would be permitting the Companies to accrue carrying charges on cost free capital.**

M.  ARGUMENT

- In this proceeding, the Commission must set an. appropriate rate for the PIRR.
Pursuant to Section 4928.144, Revised Code, the Commission must ensufer that the
PIRR is just and reasonable. Moreover, the Commission must ensure that the PIRR
ensures that customers receive reasonably priced electricity.”® These policies must
guide the: Commission in setting an appropriate rate for the ,PIRR,.Y Particularly, the
Commission should follow regulatory policies and precedent and require the Companies
to amortize the PIRR at a debt rate and calculate cafrying charges on a deferred
balance net of ADIT. The Commission must reduce the deferral balance to account for
the flow through effects of the remand, the amounts that were improperly collected
under the rejected Stipulation, and the amounts credited as a result of the 2009 FAC
Case. Revenue responsibility must be limited to those customers that actually
contributed to the deferral balance, and, governmental aggregation- customers must not
be subject to the PIRR, .Finaliy, the Commission should specify that the PIRR, if
app,ré&ed,- should be col.l;e_ctéd subject to reconciliation until such time as all outstanding.

Commission cases and appeals that may impact thé-d‘efarral balance are resolved.

* In the Matter of the Fuel Adjustment Clause of ‘Columbus Southern Power Company and Ohic Power

Company and Relaled Matters, Case Nos. 10-288-EL-FAC, eof al, Repart of the

. Management/Performance and Financial Audits of the FAC of the: Columbus Southern Power Company
and the Ohio Power Company at 1-9, 1-10, 7-81, 7-82, 7-83, 7-84 (May 26, 201 1.

% Section 4928.02(A), Revised Code, states that it is the policy of this state to énsure the availability of
reasonably priced electric service. Section 4928.06(A), Revised Cods, requires the Commission to
ensure that the policy goals enumerated in Section 4928.02, Revised Code, are effactuated. Thus, the
Commission must ensure that its actions and orders further the state policy goals enumerated in Section
492802, Revised Code. ’
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A. The PIRR Must be Amortized Using a Carrying Charge at a Debt Rate

Although the Commission authorized the Companies to carry the deferral
balance at a full WACC dLjring the deferral period, the Commission did not authorize the
Companies to amortize the deferral balance at a full WACC. Despite regulatory
precedent to the contrary, the Companies claim that they are entitled to amortize the
deferral balance at a full WACC during the recovery period. As evidenced by the
Companies’ Application, authorizing the Companies to amortize the deferral balance at
a full WACC would cost cu.,stomersr an additional $279,4 million in carrying charges
duri"ng the recovery périéd?e In comparison to the carrying charges that would accrue
using a debt rate, this carrying charge figure is astronomical and should not be
sanctioned by the Commission.””

Even using the debt-based carrying cost rate of 5.34% that the ,C’ompanié# have
indicated would be its appropriate cost of debt would reduce the $279.4 million carrying
charge figure downward to approximately $125 million. These high carrying charges
would be reduced even farther if a more contemporary debt cost rate was used, as
indicted below, and if the appropriate’ ADIT adjustment is made. Permitting the
_Qcmbahies to use the full WACC carrying charge creates a result that is Unjust,

unreasonable, and violates sound regu!attjry principles and Commission precedent.

* Aoplication, Ex. A at 2 (Sep. 1, 2011).

. Ltkewase the Companies’ Modified ESP propasal to delay implementation of the PIRR until June 2013,
while continuing to accrue carrying charges at a full WACC should be rejected. While the Companies are
seeking to extend the deferral period to further compound carrying charges, they have requested
authorization to condense the amortization period. Essentially, the Companies request authonzatlon to
collect more money and do so over a shorter period of time.

{C37015:7} , 10



it is common regulatory practice to amortize deferrals at a débt rate.>®
Commission precedent and the decreased risk associated with collecting a

- nonbypassable charge warrant applying a debt rate to the deferral balance. Newly
issued seven-year BBB rated corporate bonds are currently being issued at an interest
rate of a#p‘roxirnately‘ 3.1%. Accordingly, the Commission should direct the Companies

to amortize the deferral balance at a 3.1% debt rate.

B. The PIRR Must Account for ADIT

The Companies have received a tax benefit for the ADIT associated with their
fuel expense. ADIT is essentially cost free capital to the Companies.® For every $100 |
that the Companies have spent on fuel, they have only had to “borrow” $65 because the
Companies have taken the tax benefit of the $100 expense as a direct reduction in

~ federal income tax. Nevertheless, in E_S_P /, the Commission deemed it appropriate to
permit the Companies to accrue carrying charges on amounts that the Companies were
“not required to finance th’roug‘h debt or equity. In light of this inequitable result, the
‘auditor in the Companies” 2010 FAC case has recommended that the Commission
reconsider the ADIT issue®® and IEU-Ohio agreas—customers should riot have to pay
carrying charges on amounts_'that the Companies did not have to finance. Indeed, as
the name implies; carrying charges are intended to be applied only to amounts that the

Companies had to finance and “carry.” Adjustments for ADIT have been made by this

% In the Matter of the Application of Ohio Edisan Company, The Cleveland Electric Illumf’nét!ng Company,
and. the Toledo Edison Company for Approval of a New Rider and Revision of an Existing Rider, Case
No. 10-176-EL-ATA, Opinion and Order at 24 (May 25, 2011).

¥ £5P )i |EU-Ohio Ex, 8; IEU-Ohio Ex. 4.

* in the Matter of the Fuei Adjustment Clause of Columbus Southern Power Company and Ohio Power
Company and Related Matters, Case Nos. 10-288-EL-FAC, sf al, Repoert of the
Management/Performance and Financial Audits of the FAC of the Columbus Southern Power Company

and the Ohio Power Company at 1-9, 1-10, 7-81, 7-82, 7-82, 7-84 (May 26, 2011).

{€37015:7} 11



Commission for more than fifty years-—and there is no reason to deviate from that
practice now.*' |

Everi if the Commission does not racalculate the carrying charges that have
accrued on the deferral balance te date, the Commission should direct the Companies
to calculate carrying charges net of ADIT during the amortization period. This approach
would reduce the amount of carrying charges that.“would accrue on the deferral balance,
because the Companies would be permitted to only accrue carrying- charges on

amounts that it actually financed.

C. The Commission Must Decrease the PIRR Rate to Account for_the

Recent FAC E’:eclswn

On January 23, 2012, the Commission issued an order in the 2009 FAC Case
directing the Companies to reduce the deferral balance for the “portion of the $30 million

2008 lump sum payment not already credited to OP ratepayers as well as the $41

million value of the West Virginia coal reserve that AEP booked when the Settiement

Agreement was ex&»’cut’ed.""‘2 Despite the Commission's order, it is unclear whether the
Companies have reduced the deferral balance. If the Companies have failed to reduce

the deferral balance in compliance with thé Commission’s decision, the deferral balance

would continue to accrue carrying charges at a full WACC. The Commission must

direct the Companies to immediately reduce the deferral balance to reflect the
Commission’s Opinion and Order in the 2009 FAC Case.
Similarly, the Commission must direct the Companies to reduce the deferral

balance for any carrying charges that have accrued on a first in first out basis. The

“! Cincinnati v. Public Utiiities Comm., 161 Ohio St. 395, 40506 (1954).
“2 2009 FAC Case, Opinion and Order at 12 (Jan. 23, 2012).
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Commission has already determined that an adjustment to reflect the__ benefits

associated with the coal contract termination does not constitute retroactive ratemaking.

Thus, it would be unjust and unreasonable to not remove the carrying charges that have
accrued on amounts that should not have been booked in the first place.

~ Given that the Commission has not issued a decision in the Companies’ 2010 or

'2011 FAC cases, it is likely that additional adjus;tnients o .the deferral balance will be

required.. Any order authorizing the PIRR must provide for ongoing review of the PIRR

inthe-event that future adjustments are necessary.

D. The PIRR Must Account for the Flow Through Effects of the Remand
and the Over-Coﬂected Amounts under the Stipulation Rates

fy] se_tti‘ng a rate in the PIRR, the Commission must recognize the flow through
effects of the remand of £SP /. JEU-Ohio has raised this issue on appeal to the
Supreme Court and will not repeat its arguments again here.
| The Commission should also adjust the deferral balance to account for the
unreasonable and excessive amounts the Companies temporarily collected under the
now rejected ESP /. In approving the ESP /I Stipulation the Commission held that the
Companies tariffs were “subject to final review by the Commission.™* The Commissian,
however, ultimatel:yv‘ rejectéd the Stipulation becauée it was not in the public interesi,'
Thus, the tariffs never received final Commission approval. Becéu$e intervenors and

the public have urged the Commission to refund the excessive increases collected by

“ ESF I, Opmmn and Order at 67. Moreaver, |EU-Ohic requested in its December 20, 2011 Motion that
rates be collected subject to refund. The Commission has not ruled on that ‘motion;
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the Companies, the Commission should direct the Companies to offset the deferral

baiarnice for the over-collection.*

E. The PIRR Should Not Be Socialized Between CSP and OP Customers

Because CSP customers have already paid off their rate increase in full, there is
no deferral balance remaining for CSP customers.*® In recognition of this fact, the
Companies’ Application proposed to assign revenue responsibility for the PIRR
exclusively to OP customers. Deviating from this result and assigning revenue
responsibility to CSP customers would mis‘al,ign- cost responsibility and benefits, which is
inconsistent with regulatory principles.*®
V. CONCLUSION

The Commission authorized the Companies to phase-in their rates to prevent
rate shock. The Commission had the best of intentions. But the Commission’s good
‘intentioné will be frustrated if the Companies are permitted to dictate the course of
events in contradiction to sound regulatory policy and to the detriment of customers'

wallets,

* This would include; among others: a credit for'the increase in base generation prices, a credit for the
amounts billed under the two-tisred capacity charge, etc.

* In contrast to the Application, the Companies’ February 28, 2012 Compliance flling indicated that CSP
has a small deferral balance remaining. ESP /I, Compliance Filing {Feb. 28, 2012).

CESPI, 1IEU-Ohio Exhibit & at 12-13 (Direct Tastimony of Joseph Bowser). This policy is written inta law
with respect to governmental aggregation customers. Particularly, Section 4928.20(1), states, “Customers
that are. part of & gavernmental aggregation under this section shall be respansible only for such portion
of @ surcharge under section 4928.144 of the Revised Code that is proportionate to the benefits.” The
Companies have not attempted to satisfy this criteria for either CSP or OP customers of governmental
aggregation.. Because CSP customers received zero benefit whatsoever from the phase-in of OP's rates,
it would be impossible for the Companies to demonstrate that CSP governmental aggregation customers
received a benefit in proportion to the cost of the PIRR.

{CI018:7) ' 14



Samue C"Randazzo (Counsaf of Record)
Frank P. Darr

Joseph E, Oliker
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fdarr@mwncmh.com
ioliker@mwnemh.com

Attorneys for Industrial Energy Users-Ohio
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McNees

Wallace & Nurick Lic

79 Fagt State Straet s 1731 Moot » Oolimbus, OH 482154288 _ JosephE. Ofiker
Tol 14408000 » Fax 814 4804653 : Direct Dial 614.718.5057

oliker@mwncmh.com

April 17, 2012

Via Electronic Filing

Barcy McNeil, Secretary

Public Utilities Commission of Chio
180 East Broad Street, 117 L.
Columbus, Chio 43215

Re: PUCO Case Nos. 11-4920-EL-RDR, ef af. |
Dear Madame Secretary:

On March 14, 2012, the Public Utilities Commission of Ohio (“Commission”) issued an Entry
requesting interested parties to file Comments and Reply Comments regarding Ohio Power
Company’s Application to establish a phase-in recovery rider (“PIRR Application”). On April 2,
2012, the Industrial Energy Users-Ohio {(“IEU-Ohio”), Commission Staff, Ormet Primary Aluminum
Corporation, Office of the Ohic Consumers’ Counsel, and the Ohio Energy Group filed Comments
identifying substantial defects in Ohio Power Company’s PIRR Application.

It is noteworthy that each of the parties that submitted Comments echoed similar concerns
regarding Ohio Power Company’s PIRR Application. In light of the general agreement among
interested parties that the Commission should modify the PIRR Application to remove the excessive
and improper amounis requested by Ohio Power Company, IEU-Ohio will not file Reply Comments.
Very truly yours,

s/ Joseph E. Oliker

Joseph E. Oliker
McNEES WALLACE & NURICKLLC

JEMrg
www.mwn.com

Hagsissune, PA » Lancasiss, PA ¢ Swoe Coussr, ?f% * Hazgron, PA » Cowmses, OH « Wasimoron, DO

{C37400:}
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mjsatterwhite@aep.com
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Mark A. Whit

Melissa L. Thompson

Whitt Sturtevant LLP
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whit@whitt-sturtevani.com
thompson@whitt-sturtevant.com

Vincent Parisi

Matthew While

Interstate Gas Supply, Inc.
6100 Emerald Parkway
Dublin, OH 43016
vparisi@igsenergy.com
mswhite@igsenergy.com

ON BEHALF OF INTERSTATE GAS SUPPLY, INC.

Colleen L. Mooney

Ohio Partners for Affordable Energy
231 West Lima Street

Findlay, OH 45840
cmocney2@columbus.ir.com

ON BEHALF OF OHIO PARTNERS FOR
AFFORDABLE ENERGY
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/sl Joseph E. Oliker

Joseph E. Oliker

Bruce Weston

Ohio Consumers’ Counsel

Terry L. Elter

Maureen R. Grady

Cfiice of the Chio Consumers’ Counsel
10 W. Broad Street, 18" Floor
Columbus, OH 43215-3485
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grady@occ.state.ch.us
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CONSUMERS’ COUNSEL

David F. Boehm

Michael L. Kurlz

Boehm, Kurtz & Lowry

36 East Seventh Street Suite 1510
Cincinnati, OH 45202
dboehm@BKLiawfirm.com
mkurtz@BKLiawfirm.com

ON BEHALF OF THE OHIO ENERGY GROUP

Douglas G. Bonner

Emma F. Hand

Keith C. Nusbaum

Clinfon A. Vince

Daniei D. Barnowski

SNR Denton US LLP

1301 K Street NW - Suite 600, East Tower
Washington, DC 20005
doug.bonner@snrdenton.com
emma.hand@snrdenton.com
keith.nusbaum@snrdenton.com
clinton.vince@snrdenton.com
daniel. barnowski@snrdenton.con

ON BEHALF OF ORMET PRIMARY ALUMINUM
CORPORATION
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Chad A. Endsley

Chief Legal Counsel

Ohio Farm Bureau Federation
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Columbus, OH 43218-2383
cendsley@ofbf.org

OnN BEHALF OF THE OHi0 FARM BUREAU
FEDERATION

Matthew W. Warnock
Bricker & Eckier L1LP
100 South Third Street
Columbus, OH 43215
mwarnock@pbricker.com

On BEHALF OF THE OMA ENERGY GROUP
Dane Stinson

Bailey Cavalieri LLC

10 West Broad Street — Suife 21%}(}
Columbus, OH 43215

dane stinson@baileycavalieri.com

ON BEHALF OF THE OHIO ASSOCIATION OF
SCcHOOL BUSINESS QFFICIALS, THE OHIO

ScHooOL BOARDS ASSOCIATION, THE BUCKEYE
ASSOCIATION OF SCHOOL ADMINISTRATORS AND

THE OHIO ScHooLs COUNCIL

{C37400:}

Brian P. Barger

Brady, Coyle & Schmidt, LTD
4052 Holland-Sylvania Rd.
Toledo, OH 43623
bpba{ge{@hcs!awyers.com

ON BEHALF OF THE OHIO. CONSTRUCTION
MATERIALS COALITION

Mark S. Yurick;

Zachary D. Kravitz

- Taft, Stettinius & Hollister LLP

65 East State Street, Suite 1060
Columbus, OH 43215
myurick@taftlaw.com
zkravitz@taftiaw.com

ON BEHALF OF THE KROGER COMPANY

William Wright

Thomas McNames

Werner Margard

Assistant Attorneys Generai
Public Utilities Section

180 East Broad Strest
Columbus, OH 43215

ON BEHALF OF THE PUBLIC UTILITIES
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Public Utilities Commission of Chio
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This foregoing document was electronically filed with the Public Utilities
Commission of Ohio Docketing Information System on

4/17/2012 3:53:34 PM

in

Case No(s). 11-4920-EL-RDR, 11-4921-EL-RDR

Summary: Correspondence letter that Industrial Energy Users-Ohio will not file Reply
Comments electronically fited by Mr. Joseph E. Oliker on behalf of Industrial Energy Users-
Ohio '



) Mike DEWINE

* OHIO ATTORNEY GENERAL *

EXHIBIT JGB—44/L€§

Public Utilities Section
Office 614.466.4395
Fax 614.644.8764

180 East Broad Street, 6* Floor
Columbus, OH 43215-3793
www.ohioattorneygeneral.gov

April 3, 2012
The Honorable Greta See
The Honorable Sarah Parrot

Attorney Examiners

Public Utilities Commission of Ohio
180 East Broad Street, 12" Floor
Columbus, Ohio 43215

RE: Inthe Matter of the Application of Columbus Southern Power Com-

pany for Approval of a Mechanism to Recover Deferred Fuel Costs
Ordered Under Ohio Revised Code 4928.144, et al., Public Utilities

Commission of Ohio Case Nos. 11-4920-EL-RDR, 11-4921-El-
RDR.

Dear Examiners See and Parrot:

On April 2, 2012, Staff of the Public Utilities Commission of Ohio filed its Com-
ments and Recommendations in the above referenced matter in compliance with the
Commission’s March 14, 2012 Entry. After filing its Comments and Recommendations,
Staff noticed a minor typographical error in its filing. On page 4 of the original Com-
ments and Recommendations, Staff referred to “Attachment A.” This reference is incor-
rect. The correct reference is “Aftachments 1 and 27, Page 5 of the Revised Comments
and Recommendations correctly states “Staff has prepared Artachments 1 and 2.”

Respectfully submitted,
> - /f/ﬂ"“‘-“v L, ,z.M‘_,i# s
;: ::, Thomas G. Lindgren
5 = O Assistant Attorney General
= & ¢ Public Utilities Section
s P = Phone: (614) 644-8599
S Fax: (614) 644-8764
> = thomas.lindgren@puc.state.oh.us
= 180 E. Broad St., 6" Floor
&= ° Columbus, OH 43215-3793
www.ohioattorneygeneral.gov
DDP/klk
Enc.

This is to certify that the i
. mages appearing are
gccurate and complate reproduction of a casgs; fil:n
ccument delivered in the regular course of bugi
Trchnician
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Deferred Fuel Costs Ordered under Ohio

Revised Code 4928.144

In the Matter of the Application of Ohio ‘

Power Company for Approval of a : Case No. 11-4921-EL-RDR
Mechanism to Recover Deferred Fuel

Costs Ordered under Ohio Revised Code
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REVISED COMMENTS AND RECOMMENDATIONS
SUBMITTED ON BEHALF OF THE STAFF OF
THE PUBLIC UTILITIES COMMISSION OF OHIO

Michael DeWine
Ohio Attorney General

 William L. Wright
Section Chief
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Assistant Attorneys General
Public Utilities Section
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BEFORE
‘THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Maiter of the application of ;

Columbus Southern Power Company for Case No. 11-4920-EL-RDR
Approval of a Mechanism to Recover :

Deferred Fuel Costs Ordered under Ohio

Révised Code 4928.144

In the Matter of the Application of Ohio
Power Company for Approval of a
Mechanism to Recover Deferred Fuel
Costs-Ordered under Ohio Revised Code
4928.144,

Case No. 11-4921-EL-RDR

REVISED COMMENTS AND RECOMMENDATIONS
SUBMITTED ON BEHALF OF THE STAFF OF
THE PUBLIC UTILITIES COMMISSION OF OHIO'

L. INTRODUCTION AND BACKGROUND

On March 18, 2009, the Commission issued its Opinion and Order in which it
approved the application of Columbus Southern Power Company (CSP) and Ohio Power
Company (OP) (jointly, Companies) for an electric security plan (ESP) in Case Nos. 08-

917-EL-SSO and 08-918-EL-SSO (ESP 1).

Staff's Comments and Recommendations were initially filed on April 2, 2012 in compliance with
the Commission’s March 14, 2012 Eniry., Staffnow files these Revised Comments.and Recommendations
to:correct an error. on page 4 of its initial filing. On page+4 of the original Commerits and
Recommendations, Staffreferred to “Atfachment A.” This reference is:incorrect. The corréct referetice is
“Attachment 1 and 2", Page:S of this revised version now'correctly states “Staff has prepared
Attachments 1 and 2.



In order to ensure rate or price stability and to mitigate the impact on customers
during a difficult economic period, the Commission directed the Companies in the ESP 1
to phase-in a portion of the rate increase authorized over an established percentage for
cach year of the ESP. In addition, the Commissioﬁ authorized the Companies to establish
a regulatory asset to record and defer fuel expenses with carrying costs, at;the weighted
average cost of capital. The collection of any deferrals created by the phase-in that are
remaining at the end of the ESP term shall occur from 2012 to 2018 via an unavoidable
surcharge:

On January 27, 2011, the Companies filed an application, in Case No. 11-346-EL-
SSO for authority to establish a Standard Service Offer pursuant to section 4928.143 of
the Ohio Revised Code, in the form of an Electric Security Plan (ESP 2) to begin on
January 1, 2012,

On September 1, 2011, in Case Nos. 11-4920-EL-RDR and 11-4921-EL-RDR, the
Companies filed an application requesting approval of a mechamsm to recover the fuel
~ costs ordered to be deferred for later collection by the Commission as part of the phase-in
of rate changes ordered by the Commission in the Companies’ ESP cases, 08-917-EL-
SS?O and 08-91 8-EL-SSO (ESP 1),

On September 7, 2011, a Stipulation and Recommendation (ESP 2 Stipulation)
was filed by the Companies, Staff , and other parties to resolve the issues raised in Case
Nos. 11-346-EL-SSO, 11-4920-EL-RDR, 11-4921-EL-RDR, and several other cases
pending before the Commission. The ESP 2 Stipulation included a provision regarding

the establishment and terms of a phase-in recovery rider (Rider PIRR).



Pursuant to an Entry issued on September 16, 2011, a number of the Companies’
pending cases were consolidated for the purpose of considering the ESP 2 Stipulation.
On December 14, 2011 the Commission issued an Opinion and Order in the consolidated
cases, modifying, and adopting f;he ESP 2 Stipulation.. The PIRR provisions of the ESP 2
Stipulation were not modified in the December 14, 2011 ,Opinion and Order. On
December 22,2011, the Companies filed its compliance tariffs.

On February 23, 2012, the Co;ﬁmis'sion issued an entry on rehearing in the
consolidated cases, granting rehearing in part. Furthermore, the Commission determined,
on two independent grounds, that the Stipulation submitted by the Signatory Parties does
not benefit ratepayers and the public interest. Thus, the Commission rejected the ESP 2
Stipulation and the application, as modified by the ESP 2 Stipulation. The Commission
directed the Companies to file, no later than February 28, 2012, new proposed tariffs to
continue the provisions, terms, and conditions of their previous electric security plan.
(ESP 1).

On March 14, 2012, the Attorney Examiner noted that the application in the pre-
sent cases was filed by the Companies less than a week prior to the filing of the ESP 2
Stipulation. In light of the Commission's rejection of the ESP 2 Stipulation, the Attorney
Examiner found that the present cases should now move forward independently. The
Attorney Exanljiner'issued an Entry setting a procedural schedule for commcnfs, onthe

Companies’ Applicétion as follows:



April 2, 2012 — Deadline for the filing of comments on the Application by Staff
and interveners; and,

April 17, 2012 — Deadline for all parties to file reply comments.

. STAFF’S REVISED COMMENTS AND RECOMMENDATIONS
Based on its review of the Rider PIRR filing, the Staff makes the following com-
ments and recommendations to the Companies’ proposed ¢ollection of Rider PIRR. The
Staff’s comments and recommendations by topic are set forth below.
A.  Once Rider PIRR collection commences the carrying
charges should be calculated on the most recently
approved Commission debt rate (5.34%) and not the

11.26 % pre-tax weighted average costs of capital
(WACC) as currently proposed by the Companies,

The Companies propose to continue applying an annual WACC rate of 11.26%
during the remaining seven year recovery (82 months) of the Companies’ deferred fuel
assets. The factor-utilized is a preataﬁ WACC factor which allows the Companies to
recover an allowed rate of return consisting of debt and equity and the associated income
tax impact on the equity return. The ESP 1 Order indicates that the Companies are.
entitled to WACC during the deferral period, but it does not address what happens once
the collection commences. Staff agrees that the Companies are entitled to the pre tax
WACC in determining the amount they are entitled to collect from ratepayers per the ESP
1 order during the deferral period. However, Staff believes that once this principal
amount is determined for the calendar year ending 2011, the Companies should only be
entitled to receive from ratepayers the time value of money (debt interest rate) because:

there is no longer any risk of collection to the Companies,



For illustration purposes, Staff has prepared Attachmients 1 and 2 which compares
the impact on ratepayers using various assumptions on the calculation of cartying costs.
In each comparison, the December 201 1principal balance of $537,263,771 was used.
This balance is consistenit with the amount utilized by the Companies in their February
29, 2012 filing in this case. It should be noted that at the time of these comments, the
final December 201 1deferred fuel balance was not folly known; therefore, Staff used the
February 29, 2012 filing as the best estimate filed with the Commission, -

All illustrations in Attachments 1 and 2 below are based on the February 29, 2012
filing and are reflective of OP fuel deferrals only as they have the largest impact to
ratepayers. Staff would note that CSP also has a fuel deferral balance ($6,295‘,4,81 per the
February 29" filing) and the same principles, policies, and recommendations proposed by

Staff should be applied to the CSP deferred fuel balance if adopted by the Commission.



Attachment 1

_ OHIO POWER

Cost impacis of Vanous Retum Aliowances

MONTHE Y COMPOUNING
Line | Company Staf Staft Proposal
Mo, Descrition Ag Filgd Diference Propossl . Oifferenice Adiistedtor ADIT
1 2 3 4 5
1. Beginning batance $37,263,77% $ - % 537263771 § -8 537,263,774
2 Relatedincome Tax Savings [ADIT) | $ {177.056,527) 1/
3 Balance _fiﬁénCed by sources other than related inconie tax sdvings $ 360,207,244 1/
4 Apnuat Rate:of Return 1126% 592% 534% % 5.34%
& Carrving Cost $235020.408 5 {130,3859068] $. 105153503 3 {34,653,615) 5. 70,459,888 1/
8 Total CosttoCustomers. § 772,603,180 § (130,185906) § = 842417274 § {34,653,615) '$ 607,763,659
1Y The beginming batance in the canying cost calculation was reduced by 3177058537

the aclual/ADIT OF balance shown in FERC Form 't for catendar yesr 2010,
This armount shiould bé updated using the 12/31/2011 Deferred Fuel ADIT balanice once the 'Z011FERC Foim 1istiled

As shown in Attachment 1, Staff proposes to use a long-term debt rate of 5.34%
(Column 3) in calculating the carrying costs once collection commences on Rider PIRR.
This debt rate represents the most recently approved Commission long term cost of debt,
It is important to note that Column 3 is based upon the use of monthly compounding as
proposed by the Co_rxllpanjes in their February 29, 2012 filing. Using the Commission’s
most recently approved long-term cost of debt rate would result in collections from
ratepayers. over the remaining 7 year period (82 months) of $642,417,274 versus
$772,603,180 should an 11.26% WACC rate be used. The change from the WACC to
the debt rate saves ratepayers $130,185.906 in carrying costs: Because the Companics’

‘risk of recovery is minimal once actual recovery begins, a lower rate (debt rate) should be



used as the appropriate carrying charge. Therefore, the Staff urges the Commission to

adopt the debt rate when calculating the carrying costs for Rider PIRR going forward.

B. The deferred fuel balance at the end of December 2011
should be reduced for Accumulated Deferred Income

Taxes (ADIT) in the calculation of carrying costs for
Rider PIRR

Staff supports an adjustment that would reduce the principal balance used in the
carrying charge calculations by the amount of the ADIT because_this amount is a source
of funds to the Companies that would not need financing. For income tax purposes, the
ADIT results from a timing difference between the occurrence of the expense and the
associated revenue. If the revénue and expense occurred in the same period there would
be no tax impact. However, when there is a timing difference there is an impact on the
income tax computation thereby creating ADIT. Put another way, the Companies
deducted fuel expense for income tax purposes as incutred, but for regulated accounting
were allowed to defer those fuel costs for future recovery. The differences between the
amounts of fuel costs deducted for income tax purpose and the fuel costs that have been
deferred for regulatory accounting purposes have created a temporary tax timing
difference that results in the deferred fuel ADIT. This ADIT is shown in account 283
under the FERC Uniform System of Accounts that the Companies follow. For Ohio
Pdwer, the ADIT related to deferred fuel at December 31, 2010, as reported on page 277
of Ohio Power’s FERC Form 1, is $177,056,527. This is shown as a specific line item
within the account 283 balance on the Form 1. The ADIT that is directly related to the

deferred fuel balance represents net tax savings that effectively finance a portion of the



deferred fuel balance. There is o carrying cost associated with the ADIT. The ADIT
thus represents a cost-free source of funding for the deferred fugl balance that is provided
by ratepayers and not investors. Therefore, it is the Staff’s position that ADIT should
have been used by the Companies as a free source of funds. This ADIT adjustment
should have been reflected as a reduction to the principal deferred balance for purposes of
the carrying cost calculation at the end of each year of the ESP 1 period (2009-2011).

This recommendation is cénsistent, with the financial auditor’s statement in the
most recent FAC case.’The ﬁnéncial' auditor brought to the Commission’s attention that
when applying the gross-of-tax WACC carrying charge to the deferred fuel balance there
is not an off-setting adjustment to ADIT, The ADIT represents the tax savirigs realized
by the Companies that effectively finances a portion of their “deferréd fuel balance. Since
there was a directly related income tax savings, the Companies did not have to finance
the entire deferred fuel aniouhts during the ESP | period (2009-2011). The Companies
only had to finance the amount net of the directly related income tax savings, not the
£ross amount,

The Companies indicate that they relied on the “gross of tax™ language from the
ESP 1 Order and therefore have not applied the ADIT adjustment to the deferred.ﬁlel
each year of ESP 1 (2009-2011). It is Staff’s belief that “gross of tax” provision was
appl‘icéble to the carrying cost rafe, which then must be applied consistently to the

balance that was financed by investors. Applying the “gross of tax” rate to the balance

2 Irire Calumbus Southern Power, Case Nos. 10-268-EL-FAC, eral. (Report of the
\/Idnagement!Perfonnance and Finanicial Audits of the FAC of the Columbus Southern Power Company
and the Ohio Power Company at 7-81) (May 26, 2011).



financed by investors is necessary because the equity financing cost is not tax deductible;
cbnsequently, in order for investors to collect the equity financing cost, the rate must be
“grossed-up” for income taxes. The use of the “gross of tax” carrying cost rate meant the
Companies would collect their full fuel expense including a gross up for the income tax
expense the Companies needed to pay' in order to collect the common equity portion of
the carrying costs on an after-tax basis. The income tax gross up was accounted for in the
gross-of-tax WACC the Companies were authorized to collect. The Companies recorded
carfying costs at the “gross of tax” WACC during the deferral period as the Commiésion
ordered. However, that “gross of tax” WACC was applied to the deferred fuel balance in
total, which included (1) the portion financed by in'vestors, and (2) the portion financed
by income tax savings, upon which the Companies’ investdrs were not reasonably
entitled to a return.

It is Staff’s opinion that applying a “gross of tax” WACC as the carrying cost rate,
and offsetting the deferred fuel bélance for the income tax savings represented by the
direct related ADIT in the carrying cost calculations are not the same. The ADIT issue is
a separate and distinct regulatory principle that Staff believes has been violated. The
applicable regulatory concept is that investors are only entitled to earn a return on
balances that they have financed. By applying the “gross of tax” WACC to the entire
deferred fuel balance, investors are not only earning a return on the portion of the
deferred fuel balance that they have financed, but Would also earn a return on the portion
of the deferred fuel balance that they have not financed, i.c., on the portion that has

effectively been financed by the directly related income tax savings, which is measured



by the ADIT. It is not reasonable that any rate payer would have to pay to finance
amounts that the Companies’ investors did not finance. The deferred fuel balance at the
end of year 2009 through 2011 should have been reduced by the: ADIT for purposes of
calculating carrying costs. As noted by the fuel auditors® the reduction for the ADIT
s'imp‘ly was not applied to the deferred fuel balance duriﬁg ESP 1.

Staff’s recalculation to reﬂéc_t the ADIT reduction is shown in Column 5 of
Attachment 1. The FERC Form 1 for 2011 was not public by April 1, 2012 and therefore
the ADIT utilized by Staff was the 2010 ADIT balance in Acct 283. .This*was the latest
informatioﬁ filed with ‘.thé FERC. Once the December 31, 2011 ADIT balance that is
directly related to the Companies’ December 31, 2011 deferred fuel balance becomes
available, that balance should be substituted in the calculation for the December 31, 2010_
deferred fuel ADIT balance used by Staff. Using the December 31, 2010 deferred fuel
ADIT balance as representative of ﬁhe non-investor (tax savings re]‘ated) financing of fhe-
deferred fuel balance saves rate payers an additional $34,653,615 in carrying costs, If the
2009-2010 deferred fuel balances were properly reduced by the ADIT the carrying cost
savings would have been higher due to the u_tilizatior} of the pre-tax WACC dur,ing
deferral versus the debt rate of 5.34% being proposed by Staff once collection begins for

Rider PIRR.

? ‘ Inre Columbus Southern Power, Case Nos: 10-268-EL-FAC; et al. (Report of the
Management/Performance and Financial Audits of the FAC of the Columbus Southern Power Company
and the Ohio Power Company at 7-81) (May 26, 2011).
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At a minimum, Staff is urging the Commission to rectify this regulatory error once
collection begins for Rider PIRR by reducing the December 2011 OP principal balance of
$537,263,771 and the December: 2011 CSP deferred fuel balance of $6,295,481 by the
latest ADIT balance known to the Companies as reflected on per the FERC Form 1.*

C.  The Companies should be required to calculate the defer-

red fuel balance “going forward” using annual
compounding and not monthly compounding.

For illustrative purposes, on Attachment 2 Staff has also calculated the impact of
annual versus monthly compounding on both of the recommendations listed above. The
use of annual compounding is consistent with the C‘ommiss‘i“on’s recognition of an annual
 ‘interest rate in the Companies rate of return allowance, The calculations on Attachment 2
show that by using annual Qompounding.instea,d of monthly compounding during the
Rider PIRR collection period saves rate payers an additional $23,915,797 in carrying
c_har_ges over'the 7 year period. (The $23,915,797 savings utilizes the Staff’s proposed

debt rate of 5.34% and the 2010 FERC Form 1 ADIT reduction of $177,056,527).

4 The deadline for filing the 2011 FERC Form No..t is April 18, 2012. (www.ferc.gov/docs-
filing/forms/form- I/transmittal-letter.pdf) -Staff's calculations have used the December 31, 2010 Deferred
Fuel ADIT balance from Ohio Power’s 2010 FERC Form 1 (page 277, account 283). Using the December
31, 2011 Deferred Fuel ADIT balance, once the 2011 FERC Form 1 becomes available, will better match
the ADIT that directly relates to the Deferred Fuel balance with the-December 31, 20] 1 Deferréd Fuel -
balance. ‘
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Attachment 2

OHIO POWER® |

Cost Impacts of Yanous Relum Allowandes:

ANNUAL COMPOUNDING

Ling Company’ » Staff Staff Proposal
No. -Description As Filed Diffeferice Proposal, _ Diffgrence Adjusted for ADIT
1 2 3 4 ' 5

1 Beginning baiance $537.263771 § - $  Bamde3Tt % - 0% 537,263,771

‘2 Related Income Tax Savings (ADIT) $ (177,056,527} 1
3 Balance financed bysources other than related income tax savings ‘ $ 360,207,244 1}
4 -Annial Rate of Retur 11.26% -5.92% 5.:34%. 0% 5:34%

5 CaryingCost $:235.339.409 $ (162,768,688) § 72570721 § 3918797 § asesagm 1
8 Totai Cost to:Custormers § 772,603,180 ¢ (162;768,688) $ 609,834,492 § (23,915,797) §: 585,916,695

7 DIFFERENCE BETWEEN MONTHLY AND ANNUAL COMPOUNDING
8 Tolat Cost to- Customsrs 3 {32,882,782) $ (21,844,964}

i The beginning balance in the canying.cost calculation was rediiced by $177,086,527..
the: actual ADIT O balance:shown in. FERC Form 1 for calendar year 2010,
This.amount should be updated using the 12/31/2011 Deferred Fuél-ADIT balance once the. 2011 FERC Form 1 is fifsd,

D. The Companies should be req__uired to make annual

informational filings regarding the collection balance of
the PIRR.

The Staff also recommends that the Commission direct the Companies to make
annual informational ﬁlings»;,detailing the deferred fuel recorded on their books during the
7 year recovery period. Specifically, the Companies should provide a breakdown of
where collections stand per rate class and by operating company and the corresponding.

ending deferral balance. This should be based on the calendar year and filed on March

15 of the succeeding year.
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I1L. CON CLUSION
The Staff has revi‘eWed the Companies’ Application in these cases for authority to
create a PIRR rider to collect a related regulatory asset for fuel expenses. And, with
adoption of the Staff’s recommendations for modifying the calculation of the regulatory
asset and annual informational filings detailed above, the Staff would respectfully rec-
ommend that the Commission approve the Companies Application.
Respectfully Submitted,

Michael DeWine
Ohio Attorney General

William L. Wright
Section Chief

T Bse £ -

Thomas G. Lindgren '

Devin D. Parram

Assistant Attorneys General
Public Utilities Section

180 East Broad Street, 6 F1.
Columbus, OH 43215
614.466.4395 (telephone)
614.644.8764 (fax)
thomas.lindgren@puc.state.coh.us
devin.parram@puc.state.oh.us
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IV. CERTIFICATE OF SERVICE
I hereby certify that a true copy of the foregoing Revised Comments submitted on

behalf of the Staff of the Public Utilities Commission of Ohio was served by electronic

mail upon the following parties of record, this 3td day of April, 2012.

PARTIES OF RECORD:

Matthew J. Satterwhite
Steven T. Nourse

American Electric Power Service Corp.

1 Riverside Plaza, 29" Floor
Columbus, OH 43215
misatterwhite@aep.com
stnourse@aep.com

M. Howard Petricoff

Vorys Sater Seymour & Pease
52 East Gay Street

P.O. Box 1008

Columbus, OH 43216-1008
mhpetricoff@vorys.com

David C. Rinebolt

Colleen L, Mooney

Ohio Partners for Affordable Energy
231 West Lima Street '
P.O. Box 1793

Findlay, OH 45840-1793
drinebolt@aol.com
cmooney2(@columbus.rr.com

Cathryn N. Loucas

Ohio Environmental Council
1207 Grandview Avenue
Columbus, OH 43215
cathy@theoec.com

Rl 2y =Yy TN

Thomas G. Lmdgrcn
Assistant Attorney General
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Laura. C. McBride

N. Trevor Alexander
Calfee, Halter& Griswold
1400 KeyBank Center
800 Superior Avenue
Cleveland, OH 44114
Imcbride@calfee.com

talexander@calfee.com

Terry L. Etter

Michael E. Idzkowski

Maureen R. Grady

Assistant Consumers’ Counsel

Office of the Ohio Consumers’ Counsel
10 West Broad Street, Suite 1800
Columbus, OH 43215-3485
etter(@occ.state.oh.us

IdeOWSLl@OCC state.oh.us
gradv @oce. state.ch: us

Frank P. Darr

McNees Wallace & Nurick

21 East State Street, 17" Floor
Columbus, OH 43215
fdarr@mwncmbh.com




Samuel C. Randazzo

Joseph E. Oliker

Frank P. Darr ,
McNees Wallace & Nurick LLC
21 East State Street, 17th Floor
Columbus, OH 43215
sam{@mwncmh.com
joliker@mwnemh.com
fdarr@mwricmh.com

John 'W. Bentine

Mark S. Yurick

Chester Willcox & Saxbe, LLP
65 East State Street, Suite 1000
Columbus, OH 43215
jbentine@cwslaw.com
myurick{@cwslaw.com

Grant W. Garber

Jones Day

P.O. Box 165017 Suite 600
Columbus, OH 43216-5017
gwgarber@jonesday.com

Dane Stinson
Bailey Cavalieri
10 West Broad Street, Suite 2100

- Columbus, OH 43215
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dane.stinson@baileycavalieri.com

David F. Boehm

Michael L. Kurtz

Boehm, Kurtz & Lowry

36 East Seventh Street, Suite 1510
Cincinnati, OH 45202
dbochm@BKLlawfirm.com
mkurtz@BK 1 lawfirm.com

Melissa L. Thompson

Mark A. Whitt

Whitt Sturtevant

PNC Plaza

155 East Broad Street, Suite 2020
Columbus, OH 43215
thompson@whitt-sturtevant.com
whitt@whitt-sturtevant.com

Richard L. Sites

Ohio Hospital Association

155 East Broad Street, 15th Floor
Columbus, OH 43215-3620
ricks(@ohanet.org




Year
2011
2010

2009
2008
2007

2006 -

2005
2004
2003
2002
2001

Returns on Equity

csp op
N/A N/A
16.2% 9.8%
20.8% 10.8%
19.6% . 9.8%
23.2% 12.5%
18.2% 12.1%
14.7% 15.4%
15.6% 14.3%
19.8% 18.6%
22.1% 18.2%
25.5% 14.0%

19.6% 13.6%

Common Stock Dividends

2011
2010
2009
2008

2007

2006
2005
2004
2003
2002
2001

Sources:

(Thousands)
N/A N/A
$102,500 $366,575
$150,000 -$95,000
$122,500 S0
$150,000 $0
- $90,000 $0

$114,000 $30,000 .

$125000  $0

$163,243 $167,734
$65,300  $97,746
$82,952 $142,976

Total
10.3%
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A

$650,000
$469,075
$245,000

$122,500

$150,000
$90,000
$144,000
$125,000
$330,977
$163,046

$225,928 .
Total - $2,715,526

2001-2010 Average unweighted ROE

Combined
net income
$464,992
$541,615
$578,234
$468,253
$526,652
$413,990
$388,218
$350,375
$424,178
$401,197
$357,695
$4,915,399

-Dividends per-page 118 of annual FERC Form 1s

Returns on Equity calculated as net income before extraordinary
items divided by average proprietary capital
net of any preferred stock, per pages
112 and 117 of annual FERC Form 1s

Ratio of common
stock dividends
to net income
139.8%
86.6%
42.4%

1 26.2%
28.5%
21.7%
37.1%
35.7%

" 78.0%
40.6%
63.2%

' 55.2%

Exhibit JGB-5
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