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The Office of the Ohio Consumers’ Counsel (“OCC’9vas the Public Utilities
Commission of Ohio (“Commission” or “PUCQ”) to peat consumers from inappropriate
charges by dismissing Dayton Power and Light ComyisafiDP&L” or “Utility”)
application to defer certain costs associated it§tB011 storm restoration activitiés.
Alternatively, the OCC moves the Commission to dBR&L’s request for an expedited
decision (by February 8, 2013) on its request ferdde 2011 major event storm Operations
and Maintenance (“O&M”) expenses (with carryingtspsOCC is filing on behalf of
DP&L’s 455,000 residential customers in the Stdt®loio. The reasons the Commission

should grant OCC'’s Motion are further set forthlihe attached Memorandum in Support.
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MEMORANDUM IN SUPPORT

l. INTRODUCTION

On December 21, 2012, DP&L filed an applicationdagtioned above in two
cases) seeking authority to charge customers ftainestorm-related restoration costs
and for certain accounting to defer 2011 storm @fp@ns and Maintenance costs. In its
application, DP&L is requesting that the PUCO giiattte authority to: (1) charge
customers Operations and Maintenance (“O&M”) expsrfer all major event storms in
2011 and 2012, and for certain 2008 storm O&M espen(2) charge customers for
related capital revenue requirements for Hurridkeg2008) and major storms in 2011
and 2012; (3) implement a Storm Cost Recovery Ru@ermit it to charge customers
for all costs associated with major storms goingvéoyd and implement accounting
authority to defer O&M costs until the costs areongered from customers; and (4) defer
all 2011 major storm event O&M costs with carryoasts equal to the Utility's cost of
debt? DP&L is also requesting that the Commission issueling by February 8, 2013,

on the Utility’s request to defer the O&M costs@sated with the 2011 major storms.

2 DP&L Application for Authority to Recover Certatorm-Related Restoration Costs, at 2.
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The Commission should dismiss DP&L’s request segkatroactive deferral
authority for the 2011 storm costs because théty}ilrequest is not timely. Moreover,
DP&L has not alleged, nor can it demonstrate, arfanal need for deferral because, in
2011, the Utility’s return on equity (ROE) exceedstht the PUCO had previously
authorized. Alternatively, the PUCO should deny&DR request for an expedited
ruling (by February 8, 2013) on its request to d€f&M costs and carrying costs
associated with 2011 major storm events.

Il LAW AND ARGUMENT

A. The Commission Should Dismiss DP&L’s Request To Def Costs
Associated With The 2011 Storms.

DP&L's request to defer the costs that are allegadkociated with the 2011
storms should be dismissed because the Utilitgdaib timely file its request. DP&L
stated that there were a number of storms thatksttsi service territory in 2011, the first
of which took place on February 1, 2011, and teed&which took place on September
3, 20113 At best, DP&L waited nearly 15 months (at wo& months) to seek
permission to defer the costs associated with thtusens. Despite having an opportunity
to review its 2011 accounting records, and timprapare and reflect upon their 2011
financial statements/financial performance, DP&éexplicably waited almost another
calendar year before filing its application seekaughority to defer the 2011 storm costs.

DP&L’s decision not to timely seek deferral of ttwsts associated with the 2011
storms is particularly peculiar because of the imiaey with which the Utility pursued
the costs associated with 2008 and 2012 storme. 2088 wind storms associated with

Hurricane Ike struck Ohio on September 14, 2008response, DP&L filed an

31d. at 4-5.



application “for approval of accounting authoritydefer as a regulatory asset the portion
of its Operations and Maintenance expenses assdaiath restoring electric service”

103 days later on December 26, 2d08imilarly, after the June 29, 2012 derecho that
struck Ohio, DP&L filed an application for authaton to defer costs only 42 days later
on August 10, 2012.Even at that time, DP&L inexplicably chose notrtolude the

costs of the 2011 storms with the 2012 Applicatitmstead, DP&L waited until late
December 2012 to file the instant application.

In a 2003 Ohio American Water Company (“OAW”) ratese, the Staff of the
PUCO recognized the importance of timeliness fdewal requests when OAW sought
deferral authority for post 9/11 security costs tyears after the costs were incurred. The
Staff Report criticized the utility for a lack afrteliness:

The Staff and parties to the last base rate cds€26-
WW-AIR) accepted the Applicant’s estimated security
costs of $50,000 as an on-going level of expenektudf

the Applicant believed that thevel of security costs
included in the last case were insufficient, were of

material nature, and resulted in financial harm to the
Applicant, the prudent action would have been for the
Applicant to timely file with the Commission a request for
cost deferral. The Applicant has taken no such action for
over two years and now has filed a request fooaetive

authority to defer incremental security costs that
Applicant has accumulated since January 1, 2002.

41d. at 3.
51d. at 5.

® In the Matter of the Application of Ohio-Americamt& Company To Increase its Rates for Water and
Sewer Service Provided to its Entire Service A@mse Nos. 03-2390-WS-AIR, et al., Staff Reporttat 2
(September 30, 2004) (Emphasis added.)



While OAW's rate case was settled (and OCC doegit®to the resulting decision
there), the Staff's pre-settlement consideratioregtilatory policy--that deferral requests
should be done in a timely manner--is applicablnis case. In a similar manner, DP&L
has not timely filed a deferral request and the @srion should dismiss DP&L’s
retroactive deferral request in this case.

DP&L’s request for accounting deferral must alsallsnissed because the
Utility failed to demonstrate financial need foetrequested deferral. Where the
Commission has approved deferred accounting ipaisg it has generally done so to
avoid the possibility of significant financial hatmthe applicant utility. In the instant
case, DP&L does not even hint that its financialditon in 2011 necessitates the
granting of deferral accounting. The applicatiscompletely silent as to any financial
need supporting the requested accounting ordeithd oontrary, in 2011, when the

major storm O&M costs were expensed by the Utiip,&L earned a return on equity of

" See, e.g. In the Matter of the Commission’s Ingastin into the Financial Impact of FASB Statement
No. 106, “Employer’s Accounting for Postretirem@&anefits Other than Pensigh€ase No. 92-1751-
AU-COI, Finding and Order, at 19 (Feb. 25, 1993y cinnati Gas & Electric Compangase No. 92-946-
EL-AAM, Entry, at 1-2 (Oct. 1, 1992Phio Edison Companyase No. 88-144-EL-AAM, Entry, at 1-2
(Feb. 2, 1988)Cleveland Electric llluminating Compan@€ase No. 87-109-EL-AAM et al., Entry, at 2
(Feb. 2, 1988)0hio Edison CompanyCase No. 87-995-EL-AAM et al., Entry, at 2 (Q#0, 1987).



14.05%° well above its “most recently approved return"1af30% authorized by the
PUCO?

Deferral requests have become all too commonplAcel, in a recent Opinion
and Order, the PUCO stated a general opposititimetareation of deferrals absent
extraordinary circumstances. Specifically, the @Gossion stated:

Further,although this Commission is generally opposed to ¢h
creation of deferrals,the extraordinary circumstances presented
before us, which allow for AEP-Ohio to fully paipate in the
market in two years and nine months as opposeaudqyéars,
necessitate that we remain flexible and utilizetedal to ensure
we reach our finish line of a fully-established quatitive electric
market?

After nearly two years of silence, DP&L now seelslefer and charge customers in the

future for 2011 expenses allegedly incurred, ireesipe of the fact that the Utility earned

8 DP&L Annual Report 2011 filed 4/17/12 in Case N@-0001-EL-RPT.

2011 Net Income Before Preferred Dividends Pg 1138 193,214,970
Less: Preferred Dividends Pg118 % 866,781
2011 Net Income After Preferred Dividends $ 192,348,189

12/31/11 12/31/10
Total Proprietary Capital Pgl112 $ 1,38@,977 $ 1,402,333,872
Less: Total Preferred Stock Pgl112 $ 22,850,800 % 22,850,800
Total Common Equity $ 1,357,884,177  1$379,483,072
Average Total Common Equity $ 1,368,688,62

Return on Equity:
(2011 Net Income/Average Common Equity) 14.05%

®12/21/12 Direct Testimony of DP&L Witness CamplzIB and Application, Schedule D-1, line 4.

91n the Matter of the Application of Columbus Southower Company for Authority to Establish a
Standard Service Offer Pursuant to Section 4928.R48ised Code, in the Form of an Electric Security
Plan, Case No. 11-346-EL-SSO, et al., Opinion and Ortd86gAugust 8, 2012) (Emphasis added).



a return on equity in 2011 that well exceededutharized return. In addition, DP&L
seeks to charge customers for carrying costsahatminimum, would be greatly
increased as a direct result of DP&L'’s decisiodatay. Because the Utility has not
supported its deferral request with an explanadfoextraordinary circumstances that
would now warrant PUCO authorization, the deferegluest should, therefore, be
dismissed.

B. Alternatively, In The Event The Commission Does NoGrant OCC'’s

Motion To Dismiss, The Commission Should Issue A Bcedural
Schedule That Would Give The Commission And All Pares
Sufficient Time To Address The Costs Associated WitDP&L's 2011
Storm Costs Deferral Request.

If the Commission is not prepared to dismiss DP&diéderral request at this time,
then, in the alternative, the PUCO should deny DB&kquest to issue an expedited
ruling by February 8, 2013. Furthermore, the Cossion should issue a procedural
schedule that provides ample time for discoveryamalysis, under R.C. 4903.082 and
Ohio Adm. Code 4901-1-16. After failing to diliggnpursue a deferral request of the
2011 storm costs, DP&L seeks an expedited rulingdiyruary 8, 2013, only 49 days
after filing its application. The 49-day schedrdguested by DP&L, however, does not
permit enough time for parties to conduct discoveFfie discovery rules allow 20 days
to respond to discovery requestsyhich leave little or no time for follow-up discery.

The expedited treatment that is proposed by DP&tsdwot afford parties, or the
Commission, ample time to fully consider issuesicWiinclude but are not limited to: [1]

whether the 2011 storm costs have already beenessbthrough DP&L’s authorized

base rates and rate of return; [2] whether thenfired circumstances warrant the PUCO

1 OAC 4901-1-19(A); OAC 4901-1-20(B).



authorizing the deferral request nearly two ye#er she expenditures were made; and
[3] whether the reduction of the deferral amounthsythree-year average of O&M
expenses associated with major storms — an adjostime this Commission has
consistently applied to DP&L'’s requests to defer&osts associated with major
storms is applicable in this ca¥eMoreover, it cannot go without mention that DP&L
filed this application, requesting such a quickaround time, during the holiday season
that included three federal holidays (ChristmasyNear's Day, and Martin Luther King
Jr. Day).

The parties should not be denied their opportunityather and adduce evidence
for the PUCO'’s required use of a record to restiieecases under R.C. 4903.09.
DP&L’s proposed timeline, by design or effect, wibuésult in a truncated timetable that
effectively removes any ability to conduct discgver meaningful review of the Utility’s
request. Nor should the Commission be rusheddtecesion on deferral of $10,035,297
in Operations and Maintenance expefisescause of DP&L’s decision to wait until late
2012 to file this Application. For these reasamsd if the PUCO does not grant OCC'’s
motion to dismiss), the PUCO should deny DP&L’suest for an expedited ruling and
issue a procedural schedule that permits the paatigle opportunity to conduct

discovery and time to effectively analyze DP&L'sjuest for deferral.

2|n the Matter of the Application of The Dayton Powrd Light Company for Authority to Modify its
Accounting Procedure for Certain Storm-Related BerRestoration Cost§ase No. 12-2281-EL-AM,
2012 OHIO PUC LEXIS, Finding and Order, p. 3 (D&@, 2012) (holding “DP&L’s deferred O&M
expenses should be reduced by the three-year &vef&@&M expense associated with major stormist);
the Matter of the Application of The Dayton PoweLi§ht Company for Authority to Modify Its
Accounting Procedure for Certain Storm-Related BerRestoration Cost€ase No. 08-1332-EL-AAM,
Finding and order (January 14, 2009).

13pp&L Application for Authority to Recover Certairtdm-Related Restoration Costs, Schedule C-1, line
7.



. CONCLUSION

For the aforementioned reasons, this Commissionlgdlgrant the OCC’s Motion
to Dismiss DP&L’s request for authority to deferl20storm costs. If the PUCO does
not dismiss DP&L’s application, the PUCO shouldthe alternative, deny DP&L’s
request for an expedited ruling on the issue (leef@bruary 8, 2013). This alternative
proposal would, at least, permit all parties arelRPUCO Staff the opportunity to conduct
discovery, properly review DP&L’s application ancpide recommendations to the

PUCO for its decision-making under Ohio law.
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