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NOTICE OF APPEAL OF
APPELLANTS COLUMBUS SOUTHERN POWER COMPANY

AND OHIO POWER COMPANY

Appellants, Colurnbus Southern Power• Conipany ("CSP") and Ohio Power

Company (OPCO"), collectively, "AEP Ohio" or "Appellants," hereby give notice of

their appeal, pursuant to R.C. 4903.11 and 4903.13, and Supreme Court Rule of Practice

II, Section 3(B), to the Supreme Court of Ohio and Appellee, the Public Utilities

Commission of Ohio ("Commission"), from an Finding and Order entered on January 7,

2010 (Attachment A), an Entry on Rehearing, entered on March 3, 2010 (Attaclnnent B),

and an Entry on Rehearing entered on March 24, 2010 (Attachment C), in PUCO Case

No. 09-1095-EL-RDR. That case involved an application filed by the Appellants to

adjust their respective Economic Development Cost Recovery Rider (EDR) rates. The

EDR rates proposed by AEP Ohio result from special contracts the Appellants were

compelled by the Commission to enter into. One contract is between the Appellants and

Ornret Primary Aluminum Corporation (Commission Case No. 09-119-EL-AEC, Ormet

case) and is the subject o£the Appellants' appeal to this Court in Case No. 09-2060. The

other contract is between CSP and Eramet Marietta, Inc. (Commission Case No. 09-516-

EL-AEC, Eramet case) and is the subject of an appeal brought by CSP on the same day

this appeal is being initiated.

Appellants timely filed their Application for Rehearing of Appellee's January 7,

2010 Finding and Order in accordance with R.C. 4903.10. After granting AEP Ohio's

rehearing application to further consider the issues raised on rehearing (Attaclnnent B),
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the Comtnission denied AEP Ohio's rehearing request on March 24, 2010. T'he

assigmnent,s of error listcd below were raised in Appcllants' Application for Rehearing.

The Coinmission's January 7, 2010 Finding and Order and March 24, 2010 Entry

on Rehearing are un1awful and unreasonable in multiple respects.

1. The Commission's decision to reject the EDR rates actually proposed by the
Companies was unlawful and unreasonable because those EDR rates would
provide for full recovery of revenues foregone under the contracts with Ormet
and Eramet, as permittcd by Sec. 4905.31(E), Ohio Rev. Code.

2. "fhe Commissioii's decision to reject the EDR rates actually proposed by the
Companies was wilawful and unreasonable because its decision was based on

the Commission's decision in the Ormet case which itself was unlawlhl and

unreasonable in the following particulars:

A. The Commission's conclusion that during the ten-year term of this
unique arrangement there is no risk Ormet will he permitted to
shop for competitive generation and then return to AEP Ohio is
unreasonable and conflicts with the Commission's orders in AEP
Ohio's ESP Cases, Case Nos. 08-917-EL-SSO and 08-918-EL-

SSO ("ESP Cases").

B. Even assuming there is no risk Onnet will be permitted to shop for
competitive generation and then rehirn to AEP Ohio, requiring that
POLR charges paid by Ormet niust be credited by AEP Ohio to its
economic development rider is unlawful. §4905.31 (E), Ohio Rev.
Code, does not permit the Commission to offset the amount of
revenue foregone by alleged or real expense reductions. Further,
the Commission's authority under Chapters 4901., 4903., 4905.,
4907., 4909., 4921., 4923., 4927., 4928., and 4929., Ohio Rcv.
Code, is not available to the Commission to prohibit AEP Ohio
from recovering all revenues foregone as a result of the unique

arrangement.

C. The order conunits a customer to refrain from acquiring its
generation service firom a Coinpetitive Retail Electric Service
(CRES) provider in violation of the clearly stated public policy of
this State. Contract provisions that are contrary to the public
interest are unenforceable.

D. The Commission ordered AEP Ohio and Ormet to execute and file
a power agreement conforming to the Commission's order even
though AEP Ohio did not agree with all the terms of the modified
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reasonable arrangement. There is no "reasonable arrangement
with" AEP Ohio under §4905.31, Ohio Rev. Code.

3. The Cormnission's decision to reject the EDR rates actually proposed by the
Companies was unlawful and unreasonable because its decision was based on
the Commission's decision in the Eramet case which itself was unlavvful and
unreasonable in the following par-ticulars:

A. The Commission's finding that Eramet cannot shop through the
period ending with the expiration of CSP's ESP is contrary to the
evidence in the record and to the public policy codified in Ohio
law.

Basing the determination of whetlier Eramet can shop under the
terms of a ten-year contract on only three of those ten years is
unreasonable and unlawful.

C. Basing the determination of whether Eramet can shop under the
terms of a ten-year contract on the period of time for which CSP's
current POLR charge has been authorized is unreasonable and
unlawful.

D. Finding there is not a risk that any time during the term of the
Unique Arrangement Erainet will be permitted to shop For
competitive generation and then return to generation service under
CSP's standard service offer is unreasonable and unlawful.

E. Requiring CSP to i-educe its recovery of delta revenues, i.e.,
revenue foregone, resulting from the contract with Eramet is
unreasonable and unlawful,

F. Requiring CSP to credit any POLR cliarges paid by Erarnet under
the CSP/Eramet contract to CSP's economic development rider is
unreasonable and uiilawful.

G. Requiring CSP to enter into a contract with Eramet which
conforms to the Commission's order is unreasonable and unlawfiil.

H. Requiring CSP to enter into a contract which results in a reduction
in CSP's revenues, and not pennitting CSP to recover the full
amount of that reduction, is unreasonable and unlawful.
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WHEREFORE, Appellants respectfully submit that Appellee's January 7. 2010

Finding and Order, and March 24, 2010 Entry on Rehearing are unlawful, unjust, and

unreasonable and should be reversed. Commission Case No. 09-1095-EL-RDR should

be remanded to the Connnission with instructions to correct the errors complaitied of

herein.

RespFctfully submitted,

Steven T. Nourse (0046705)
Counsel of Record
Marvin I. Resnik (0005695)
Kevin F. Duffy (0005867)
Americah Electric Power Service Corporation
1 Riverside Plaza, 29"' Floor
Columbus, Ohio 43215-2373
Telephone: (614) 716-1606
Facsimile: (614) 716-2950
miresnik a aep.com
stnourse c ,ae .com
ktiluffyna ae .p coni

Counsel for Appellants,
Columbus Southern Power Company
and Ohio Power Company
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ATTACHMENT A



BEFORE

TI3E PUBLIC UTILiTIES COMMISSION OF OHIO

In the Matter of the Application of )
Columbus Southern Power Company and )
Ohio Power Company to Adjust 'I'heir ) Case No. 09-1095-EI: RDR
Economic Development Cost Recovery )
Rider Rates. )

PINDING AND ORDER

The Commission finds:

(1) On November 13, 2009, Columbus Southern Power Compaiiy
(CSP) and Ohio Power Company (OP) (collectively, AEP-Ohio)
filed an application (Application) to adjust their respective
economic development cost rider (EDR) rates to collect
estimated deferred delta revenues and carrying costs associated
with a unique arrangement with Ormet Primary Aluminum
Corporation (Ormet), which was approved in In the Matter of the

Application of Ormet Priarary Aluminum Corporatian for Approval

of a Unique Arrangement with Ohio Power Company and Columbus

Southern Power Company, Case No. 09-119-EL-AEC, Opinion and
Order (July 15, 2009) and Entry on Rehearing (September 15,
2009) (09-119), and a reasonable arrangement with Eramet
Marietta, Inc. (Eramet), which was approved in tn the Matter of
the Appticatian for Establishment of a Reasonable Arrangement
between Eramet Marietta, Inc. and Columbus Southern Power

Company, Case No. 09-516-EL-AEC, Opinion and Order
(October 15, 2009) (09-516).

(2) in its Application, AEP-Ohio proposes that its EDR rates, to be
applied to its customers' distribution charges, should be set at
13.18314 percent for CSP and 9.37456 percent for OP, effective
with bills rendered in the first billing cycle of January 2010.
Recognizing, however, the Comrnission's requirement in 09-119,
as well as 09-516, that AEP-Ohio credit any POLR charges paid
by Ormet or Eramet as offsets to its EDR rates, AEF-Ohio
alternatively proposes EDR rates of 10.52701 percent for CSP
and 8.33091 for OP, which include POLR credits. AEP-Ohio's
Application also proposes to set EDR rates on a levelized basis,
to recover over 12 months the projected under-recoveries
associated with the Eramet contract, beginning from the
effective date of the contract through December 31, 2010, and
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(3)

the Ormet unique arrangement, from its effective date through
December 31, 2010. AEP-Ohio contends that it is proposing the
levelized approach to EDR rates so that customers will avoid
experiencing the large swings in EDR rates every six months
that would otherwise be attributable to the pricing structure of
the Ormet unique arrangement.

On November 19, 2009, the Ohio Energy Group (OEG) €iled a
motion to intervene, asserting that it has a real and substantial
interest in the proceeding, and that the Commission's
disposition of the proceeding may impair or impede OEG's
ability to protect that interest.

(4) On November 25, 2009, Onnet fded a motion to intervene,
asserting that it has an interest in the instant proceeding, as it is
a party to one of the unique arrangements at issue, and this
proceeding ha.s the potential of affeclutg that arrangement.
With its motion to intervene, Ormet also filed a motion to
permit Clifton A. Vince, Douglas G. Bonner, Daniel D.
Barnowski, and Emma F. Hand, counsel for Ormet, to practice
before the Commission pro hac vice in this proceeding.

(5)

(6)

(7)

On November 25, 2009, the Industrial Energy Users-0hio (IEU-
Ohio) filed a motion to intervene and, as more fully explained
below, a motion to set the niatter for hearing. In its motion to
intervene, IEU-Ohio asserts that AEP-Ohio's Application may
result in increases to the rates charged to IEU-Ohio members for
electric service, and impact the quality of service that IEU-Ohio
members receive from AEP-Ohio.

On November 30, 2009, the Office of the Ohio Consumers'
Counsel (OCC) filed a motion to intervene, arguing that it is the
advocate for the residential utility customers of AEP-Ohio who
may be affected by the EDR rates proposed by AEP-Ohio, and
that its interest is different than that of any other party to the
proceeding.

The Commission finds that OEG, Ormet, IEU-Ohio, and OCC
have set forth reasonable grounds for intervention.
Accordingly, their motions to intervene should be granted.
Additionally, the Commission finds that Ormet's motion for
admission pro hac vice, requesting that Clifton A. Vince,
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(8)

Douglas C. Bonner, Daniel D. Barnowski, and Emma F. Hand
be permitted to practice before the Comm.ission in this matter, is
reasonable and should be granted.

In support of its motion to set the matter for hearing, IEU-Ohio
cites Rule 4901:1-38-08, Ohio Administrative Code (O.A.C.),
which states that if it appears to the Commission that the
proposals in the Application may be unjust and unreasonable,
the Commission must set the matter for hearing. IEU-Ohio
argues that the following issues make AEP-Ohio's Application
appear to be unjust and unreasonable:

(a) When Ormet sought to return to service from
AE1', AEP argued that since it had not planned
to provide service to Ormet, it was losing the
opportunity to seII its generation at market-
based rates, and that it should be compensated
for its lost opportunity costs. However, in this
Application, AEP has proposed to calculate the
delta revenue associated with providing
service to Ormet as the difference between the
price Ormet pays under the Commission
approved reasonable arrangement and the
otherwise applicable tariff rate, rather than
basing delta revenues on its current lost
opportunity costs. AEI''s flip flop in position is
a heads I win, tails you lose proposition for
P,EP's other customers. AEP has failed to
demonstrate why any change in the
methodology to calculate delta revenue
assoc9ated with the flrmet contract is
warranted,

(b) Section 4905.31(E), Revised Code, specifically
states that the public utility may recover costs
incurred in conjunction with any economic
development and job retention program. Both
Ormet and Eramet filed "unique
arrangements" and not "economic
development arrangements" under the
Commissiori s rules. Thus, AEP has failed to
demonstrate it is appropriate to recover delta
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revenue associated with these reasonable
arrangements, particularly under the rider it
proposes to use.

(c) In calculating the carrying costs, AEP proposes
to use the weighted average costs of each
company's respective Iong-terln debt. AEP has
failed to demonstrate why any carrying
charges should not be based on short-term
debt, given that the recovery period is not
greater than twelve months.

(d) AEP's application is also proceduraAy
deficient. Rule 4901:1-38-08, O.A.C., requires,
utilities seeking recovery of reasonable
arrangement delta revenue to file the projected
impact of the proposed rider on aI1 customers,
by customer class, which AEP did not do.

(9)

IEU-Ohio Motion to Set Matber for Hearing at 4-5.

On December 3, 2009, Ormet filed comments on AEP-Ohio's
Application, asserting that AEP-Ohio must produce further
information before the Commission can make a decision
regarding its Application with respect to calendar year 2010.
Ormet expIains that under the Comusission-approved unique
arrangement in 09-119, the delta revenues AEP-Ohio is entitled
to collect are based upon the dffference between the tariff rates
for Onxiet and the rate resulting from the unique arrangement.
Ormet contends that AEP-Ohio has offered no explanation or
justification for the proposed 2010 tariff rate, that the rate
assumed in the Application has not been subrnitted to the
Commission for approval, and that it appears to be higher than
the rate increase permitted in In the Nlntter of the Application of

Columbus SoutJtern Power Company for Approval of an Electric

Security Pian; an Amendment to its C.orpornte Separation Pian; and

fYte Sale or Transfer of Certain Generating Assets, Case No. 08-917-

E[.GSSO; and in the Matter of the AppTication of Ohio Power
Company far Approval of an Electric Security Pian; and an
Amendment to its Corporate Separation Plan, Case No. 08-918-EL-
SSO, Opinion and Order (March 18, 2009); Entry Nunc Pro Tunc
(March 30, 2(l09); Fiust Entry on Rehearing Quly 23, 2009);
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Finding and Order Quly 29, 2009); Second Entry on Rehearing
(November 4, 2009) (ESP proceedings). Aecordingly, Ormet
requests that the Comrnission set the matter for hearing, or, in
the alternative, explain the basis for AEP-Ohio's proposed 2010
tariff rate prior to approving the Application.

(10) OCC and OEG also filed comments on December 3, 2009, in
which they argue that AEP-C)hio failed to support its
applications with the appropriate information, that any
provider of last resort (POLR) charges paid to AEP-Ohio under
its contracts with Otmet and Eramet should be credited to the
economic development rider (EDR), and that AEP-Ohio
unreasonably requests to accrue canying costs on any under-
recovery of delta revenues caused by levelized rates, but failed
to request a mechanism for protecting customers from an
accrual of carrying costs on over-recovery. In their comments,
OCC and OEG also posit that AEP-Ohio s EDR should be
audited every six months to verify that AEP-Ohio, Ormet, and
Eramet have met and maintained compliar ►ce with
Commission-ordered conditions. OCC and OEG advocate for
Commission rejection of AEP-C)hio's Application, or in the
alternative, a determination that the Application may be unjust
and unreasonable, and that a hearing is necessary.

(11) On December 9, 2009, AEP-Ohio replied and submitted
supplemental inforrnation, which provided the projected impact
of the proposed EDR rider on all CSP and OP customers, by
customer class.

(12) Comniission Staff (Staff) reviewed AEP-0hio's application and
supplemental information, and issued its recommendation on
December 10, 2009. Staff recommended that the Cortunission
approve AEP-Ohio's Application, using the proposed EDR rates
that include POLR credits, as filed on December 9, 2010. Staff
noted that it is Staff's understanding that AEP-Ohio is
requesting to accrue carrying costs on any under-recovery of
delta revenues caused by the levelized EDR rates. In connection
with this request, Staff recommended that the Commission
require a synunetrical credit to carrying costs in the event of
over-recovery caused by the leveliaed rate structure.
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(13) On December 11, 2009, IEU-Ohio filed a motion to consolidate
Case Nos. 09-872-EL-FAC, 09-873-EL-FAC, 09-1906-EL-ATA, 09-
1095-EL-FAC, and 09-1095-EIs-UNC, arguing that, the
interconnected nature of the proposals addressed by the cases
demands that the Commission resolve the cases by means of
one proceeding. IEU-Ohio also contends that, although AEP-
Ohio implicitly argues otherwise, adjustments to AEP-C7hio`s
EDR riders are not exempt from the limitations imposed on rate
increases in the ESP proceedings.

(14) On December 14, 2{09, AEP-Dhio filed a memorandum contra
IEU-(7hio's motion to consolidate, stating that cost increases
associated with new government ntandates, such as AEP-Ohio's
delta revenue costs, are not included under the rate increase
limitations set forth in the ESP.

(15) On December 15, 2009, IEU-Ohio filed a reply to AEP-Ohio's
rnemorandum contra, contending that the Cominission did not
adopt, in the ESP proceedings, AEP-Ohio's argument that cost
increases associated with new government mandates fall
outside the rate increase Iimitations.

(16) On December 22, 2009, Ormet aIso filed a reply to AEP-Ohio's
memorandum contra, arguing that the EDR should be subject to
the Commission-mandated limitations on AEP-Ohia s rate

increases.

(17) As an initial matter, IEU-Ohio contends that AEP-Ohio has
failed to demonstrate that it is appropriate for it to recover delta
revenue associated with the Chmet unique arrangement and the
Eramet reasonable arrangement. In support of its argument,
IEU-Ohio cites Section 4905.31(E), Revised Code, which
provides that a public utility electric light company may recover
costs incurred in conjunction with any economic development
and job retention prograun. IEU-t3hio contends that because
Ormet's unique arrangement and Eramet's reasonable
arrangement were not filed specifically as economic
development arrangements under the Commission's rules, it is
inappropriate for AEP-Ohio to recover delta revenue associated
with the respective arrangements.
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(18) Despite lEU-Ohio's argument, the Commission finds that AEP-
Ohio is authorized to recover delta revenue related to the Ormet
unique arrangement and the Eramet reasonable arrangement.
Section 4905.31, Revised Code, permits recovery of foregone
revenue by the electric utility incurred in conjunction with
economic development and job retention programs. Both the
Orinet unique azrangement and the Eramet reasonable
arrangement advance, as underlying goals, either economic
growth or job reteintion. Chapter 4901:1-38, O.A.C., titled
"Arrangements," implements Section 4905.31, Revised Code.
Chapter 4901:1-38, O,A C,, encompasses all types of
arrangements, including economic development arrangements,
energy efficiency arrangements, and unique arrangements.
Rule 4901:1-38-02, O.A.C., details that the purpose of Chapter
4901:1-38, O,A.C., in part, is to facilitate Ohio's effectiveness in
the global economy, to promote job growth and retention in the
state, and to ensure the availability of reasonably priced electric
service. Each of these factors was a goal of the Ormet and
Eramet arrangements. Further, Rule 4901:1-36-08, O.A.C.,
which permits revenue recovery pertainirtg to agreements,
provides that "each electric utility that is serving customers
pursuant to approved reasonable arrangements may apply for a
rider for the recovery of certain costs associated with its delta
revenue for serving those customers pursuant to reasonable
arrangements[.]" The rule provides an opportunity to seek
recovery of delta revenues resulting from arrangements. It does
not limit the recovery of revenue to a narrow type of
arrangement, as IEU-Ohio suggests. Moreover, 09-119 and 09-
516 specificaIIy contemplated such filings by AEP-Ohio, seeking
recovery of the approved revenue foregone as a result of
arrangements. See 09-119 Opinion and Order at 6-10; 09-516
Opinion and Order at 8, 9.

(19) In its Application, AEP-Ohio proposes to recover expected
unrecovered costs based on the estimated delta revenues
created by the Ormet and Eramet arrangements during 2010.
The estimated delta revenues AEIa-Ohio sets forth in its
Application are calculated as the difference between the
proposed 2010 tariff rates and the Commission-approved prices
under the Ormet unique arrangement and the . Eramet
reasonable arrangement. IEU-Ohio argues that AEP--0hio has
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not demonstrated why its proposed change in the method of
calculating delta revenue is warranted.

(20) Rule 4901-38.01(C), O.A.C., which defines delta revenue, states
that "[d]elta revenue" means the deviation resulting from the
difference in rate levels between the otherwise applicable rate
schedule and the result of any reasonable arrangement
approved by the [G]oinrnission The method by whivch AEP-
Ohio proposes to calculate delta revenue in this Application
directly follows the definition set forth in the ru1e, as well as the
Commission's orders in 09-119 and 09-516. The Commission
believes this is the proper method for calculating delta revenue,
and that AEP-Ohio is warranted in its use of this method.

(21) In its conunents, Ormet expresses concern that AEP-Ohio's
proposed 2010 tariff rate has not been submitted to the
Coinmission for approval. Likewise, OCC and OEG express
concern over assumptions they allege AEP-Olv.o has made in its
delta revenue caiculations. Moreover, Ormet expresses
concerns that the proposed 2010 tariff rate AEP-Ohio used in its
Application appears to be higher than the rate increase
perniitted under the FSP proceedings, which is 6 percent for
CSP and 7 percent for OP for 2010. Since filing its Application
in this case, AEP-Ohio filed an application to modify its
standard service offer rates in Case No. 09-1906-EL-ATA. The
proposed 2010 tariff rate AII'-Ohio used to calculate delta
revenue for purposw of its EDR rates is the same rate submitted
to the Commission for approval in Case No. 09-1906-ELrATA in
2010. On December 10, 2010, Staff filed its review and
recommendation in Case No. 09-1906-EL-ATA, indicating that it
finds that the rates proposed in the applications provide for
increases no greater than those authorized by the Cotmnission
in the ESP proceedings, In accordance with this review and our
decision issued simnltaneously with this order in Case Nos. 09-
872-EL-FAC, 09-873-EGFAC, and 09-1906-EL-ATA, the
Commission finds that the parties' arguments that the proposed
2010 tariff rates utilized by AEP-Ohio in its delta revenue
calculations are unjustified is without merit.

(22) IEU-Ohio, OCC, and OEG have also expressed concerns that
AEP-Ohio's Application is procedurally deficient, in that it
initially did not file the projected impact of the EDR rider on all

-s-
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customers, by customer class. As noted above, however, on
i^ecember 9, 2009, AEP-Ohio filed supplemental information
that provided the projected impact of the EDR rider. With this
information in the docket, it appears that the Application
provides a clear picture for the Commission's evaluation of the

EDR rates proposed.

(23) In its Application, AEP-Ohio proposes to recover the 2009
deferred unrecovered costs, or delta revenues, resulting from
the Ormet and Eramet reasonable arrangements, as well as the
carrying costs at theweigWd average cost of CSP's and OP's
respective long-term debt. F1EP-Ohio's estimated recovery for
2009 is based on the following: estimates provided by Ormet of
its production level and associated MWh of consumption for the
period beguuung with the effective date of the unique
arrangement through the end of 2009; and a projection for
Eramet's electricity consumption from the effective date of its
contract, pursuant to the reasonable arrangement, through the
end of 2009. AEl'-Ohio also proposes to continue accruing.
carrying costs on the combined Ormet and Eramet balance of
unrecovered deferred costs until the deferral and related
carrying costs are fully recovered.

(24) LEU-Ohio asserts, in its motion to set the matter for hearing, that
AEP-Ohio has failed to demonstrate why any carrying charges
should not be based on the average cost of each company's
short term debt. However, under the semiannual reconciliation
process prescribed for EDR rates under Rule 4901:1-38-08,
O.A.C., the use of each company's average cost of long-term
debt is a more appropriate mechanism for calculating carrying
charges than short-term debt, and, therefore, should be utilized.

(25) The Commission finds AEP-Ohio's proposal to recover the 2009
deferred unrecovered costs resulting from the Ormet and
Eramet arrangements, as well as the carrying costs at the
weighted average cost of CSP"s and OP's respective long-term
debt, which are 5.73 percent for CS'E', and 5.71 percent for OF, to
be reasonable. The Commission additionally finds that, on a
going-forward basis, AEP-0hio shall utilize the interest rates
from its latest-approved filing for the calculation of carrying
costs.
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I
(26) As noted above, lEU-Ohio and Ormet contend that the EDR

should be subject to the Commission-mandated limitations on
AEP-dhio's rate increases. AEP-Ohio contends that because the.
cost increases associated with the EDR constitute government
mandates, they are not included in the rate increase limitations
imposed in the ESP. IEU-Ohio contends that the Conunission
did not adopt AEP-Ohio's new govemment mandate exception
to its rate increase limitations. IEU-<Jhio also argues that the
Commission specificaIIy listed those mechanisms that are
exempt from the applicable rate increase limitations in the ESP
first entry on rehearing, and the EDR was not among those

listed.

(27) While the Commission enumerated a few of the riders and other
mechanisms that are exempt from the ESP rate increase
limitations in the first entry on rehearing, the list was not, as
IEU-Ohio suggests, exhaustive. Although the rider was named
and establ9shed in the ESP, we believe that the statute, as well as
our rules, permit recovery of the delta revenues created by
reasonable arrangements. As explained in 09-119 and 09-516
and herein, the reasonable arrangements approved further the
policy of this state, and are consistent with Sections 4905.31 and
492$.02, Revised Code, and Chapter 4901:1-38, O.A.C.
Accordingly, we find that the EDR is not subject to the
limitations on AEP-Ohio's rate irureases set forth in the ESP.
Finding otherwise would result in considerable deferrals being
created, including carrying costs, which would be passed on to
customers.

(28) Although we find that the EDR is not subject to the limitations
on rate increases set forth in the ESP, we are not persuaded by,
and decline to adopt, AEP-Ohio's argument that the cost
inereases associated with the EDR constitute governinent
mandates. As IEU-Ol-do notes in its memorandum contra, to
interpret any Commission order pertaining to rates with which
an electric utiiity does not agree as a new government mandate,
not subject to rate increase limitations, overextends the meaning
of the phrase.

(29) The Commission finds that AEP-Ohio's proposal to utilize EDR
rates of 10.52701 percent for CSP and 8.33091 percent for C?P,
wliich include POLR credits, is reasonable. Likewise, the
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Commission finds that the levelized approach proposed by
AEP-Ohio for the collection of EDR costs is a just and
reasonable means of collection, as it will operate to avoid the
extreme swings in EDR costs linked to the structure of the
Ormet unique arrangement.

(30) As detafled by AEP-Ohio in its Application, the structure of the
Ormet contract frontloads Ormet's price discount over the first
eight months of each year. Based upon its use of the levelized
rate approach to temper swings in EDR costs for its customers,
AEP-Ohio anticipates the under-recovery of EDR costs during
the first eight months of each year. In light of this situation,
AEP-Ohio proposes to accrue carrying costs; at the weighted
average costs of CSP's and OP's respective long-term debt,
caused by the levelized rates. OCC and OEG object that while
AEP-Ohio requests to accrue carrying costs on the under-
recovery of delta revenues due to levelized rates, it does riot
request a symmetrical mechanism for protecting consumers in
the event of the over-recovery of delta revenues. Staff agrees
with the position of OCC and OEG on the issue.

(31) The Cornmission finds that AEP-Ohio s request to accrue
carrying costs on the under-recovery of delta revenues due to
levelized rates is reasonable and should be permitted.
However, to the extent that OCC, OEG, and Staff assert that in
the event of over-recovery of delta revenues, customers should
be afforded symrnetrical treatment to that afforded to AEP-Ohio
in the event of an under-recovery, we find their arguinent
persuasive. Therefore, if the over-recovery of delta revenues
occurs, AEP-Ohio shall credit custorners with the value of the
equivalent carrying costs, calculated according to the weighted
average costs of long term debt, 5.73 percent for CSP, and 5.71
percent for OP.

(32) As noted above, Rule 4901-38-08, O.A.C., prescribes that the
EDR shall be updated and recoreciled semiannually.
AdditionaIly, all data submitted in support of any rider update
is subject to Commission review and audit. Pursuant to this
provision, as well as StafYs recommendation, the Commission
finds that the EDR should be updated and reconailed, by
application to the Coaunission, semiannually. By this process,
the estimated delta revenues wiIl be trued to actual delta
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revenues, and any over- or under-recovery will be reconciled.
The semiaimual adJustments to the EDR rates of CSP and OP
will be effective with the first billing cycle of April and October
in each year. AEP-Ohio is cautioned, therefore, to submit its
applications in a timely fashion, such that the Commission will
have sufficient time to review the filings and perform due
diligence with regard to its review of the proposed rates.

(33) Upon review of the extensive plead'uigs and comments filed by
numerous parties, the Commission finds that AEP-Ohio's
Application to adjust its EDR rates, as supplemented on
December 9, 2009, and as modified herein, does not appear to be
unjust or unreasonable, and should be approved as modified
herein. Therefore, the Commission finds that it is unnecessary
to hold a hearing in this matter, and, thus, the requests for
hearing advanced by several parties should be denied. The
Commission additionally authorizes AEP-Ohio to implement its
adjusted EDR rates of 10.52701 percent for CSP and 8.33091
percent for OP, effective with bills rendered in the first bil3ing
cycle of January 2010.

(34) Finally, the Commission finds that the case herein, which was
originally docketed as Case No. 09-1095-EL-UNC, is more
appropriately docketed with the new RDR case code, as it
specifically addresses economic development riders.
Accordingly, now and hereafter, Case No. 09-1095-EL-TJNC
should be designated as Case No. 0I-1095-ELrRDR.

It is, therefore,

ORDERED, That the motions of OEG, Ormet, IEU-Ohio, and OCC to
intervene be granted. It is, further,

ORDERED, That Ormet's motion to adxnit Clifton A. Vince, Douglas G.
Bonner, Daniel D. Barnowski, and Emma F. Hand to practice pro hac vice before the
Commission in this proceeding be granted. It is, further,

ORDERED, That AEP-Ohio's Application to adjust its EDR rates, as
supplemented on December 9, 2009, be approved as modified herein. It is, further,

ORDERED, That AEP-Ohio implement its adjusted EDR rates of 10.52701
percent for CSP and 8.33091 percent for OP, effective with bills rendered in the first
billing cycle of January 2010. It is, further,
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ORDERED, That the requests for a hearing be denled. It is, farther,

ORDERED, That a copy of this entry be served upon all parties of record.

THE PUBLIC UT'ILiTIES COMM[SSION OF OHIO

Alan R. Schriber, Chairman

Paul A. Centolella

Valerie A. Le'

RLI-i:ct

Entered in the ]oumal

JAN 0 7 201[)

9^^
Rene6 J. Jenkins
Secretary

eryl L. Roberto

-13-
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BEFORE

THE PUBLIC UTILITIES COMMISSION OF OFIIO

In the Matter of the Fuel Adjustment )
Clauses for Columbus Southern Power ) Case No. 09-872-EL-FAC
Company and Ohio Power Company. ) Case No. 09-873-EL-FAC

In the Matter of the Application of )
Columbus Southern Power Company and )
Ohio Power Cornpany to Adjust Their ) Case No. 09-1095-EL-RDR
Economic Development Cost Recovery )
Rider Rates. )

In the Matter of the Application of Ohio )
Power Company and Ohio Power ) Case No. 09-1906-EL-ATA
Company to Modify Their Standard Service )
Offer Rates.

ENTRY ON REHEARING

The Commission finds:

(1)

(2)

On November 13, 2009, Coiumbus Southern Power Company
(CSP) and Ohio Power Company (OP) (collectively, AEP-Ohio
or the Companies) filed an application in Case No. 09-1095-EL-
RDR (09-1095) to adjust their respective economic development
cost rider (EDR) rates to collect estimated deferred delta
revenues and carrying costs associated with a unique
arrangement with Ormet Primary Aluminum Corporation

(Ormet), which was approved in In the Matter of the Application

of Ormet Primary Aiuminum Corynomtion for Approval of a Unique

Arrangement witk Ohio Power Company and Columbus Soufiiern

Power Company, Case No. 09-119-EL-AEC, Opinion and Order
(July 15, 2009) and Entry on Rehearing (September 15, 2009)
(09-119), and a reasonable arrangement with Eramet Marietta,
Inc. (Eramet), which was approved in In the Matter of the

Application for Establishment of a Reasonabte Arrangement between

Erarnet Marietta, Tnc. and Columbus southern Poaoer Company,

Case No. 09-516-EL-AEC, Opinion and Order (October 15,

2009) (09-516).

Ohio Energy Group (OEG), Industrial Energy Users-Ohio (IEII-
Ohio), the Office of Ohio Consumers' Counsel (OCC) and
Ormet filed for and were granted intervention in 09-1095.
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(3) By Order issued January 7, 2010, the Comrnission concluded,
among other things, that AEP-Ohio's proposal to utilize EDR
rates of 10.52701 percent for CSP and 8.33091 percent for CIP,
which included provider of last resort credits, was reasonable.

(4) On September 29, 2009, consistent with the Commission's order
in Case Nos. 09-917-EL-SSO and 09-918-EL-SSO (ESP'), AEP-
Ohio fited its initial quarterly fuel adjustment clause (FAC)
filing in Case Nos. 09-872-EL-FAC and 09-873-EL-FAC (09-872).
On December 1, 2009, the Companies submitted their quarterly
FAC filings to adjust the FAC rates for the first quarter of 2010.
The quarterly filing proposed revised FAC rates, effective
beginning with the January 2010 billing cycle, to reflect the
percentage increases authorized in the Companies' ESP.

(5) On December 3, 2009, the Companies filed a related application
in Case No. 09-1906-EL-ATA (09-1906) to decrease the 2010
rates for each company's Enhanced Service Reliability Rider
and CSP's gridSlvlART Rider in order to collect the revenues
associated with the rates authorized by the Commission for
2010. The tariff schedules attached to the 09-1906 filfng
included generation rates which, in conjunction with the FAC
rates filed on December 1, 2009, in 09-872, limited the amount
that the Companies are authorized to collect to the 2010 rate
increases established by the T'iSP order.

(6) OCC, IEiI-Ohio, and Ormet filed for and were granted
intervention in 09-872 and 09-1906.

(7) By Order issued January 7, 2010, the Commission concluded,
among other things, that the Companies proposed tariff filings
in 09-872 and 09-1906, should be approved; with modifications.
The Cornmission additionally ordered that the revised tariffs be
effective with bills rendered beginning the first billing cycle of

2010.

(g) Pursuant to Section 4903,10, Revised Code, any party who has
entered an appearance in a Commission proceeding may apply
for rehearing with respect to any matters determined by the
Commission, within 30 days of the entry of the order upon the
Cornmission's journal.

(9) On February 5, 2010, AEP-Ohio filed an application for
rehearing of the Commissiori s January 7, 2010, Order in 09-

-2-
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1095. On February 5, 2010, TSU-Ohio filed arn application for
hearing in 09-872, 09-1906, and 09-1095? Memorandum contra
the applications for rehearing regarding 09-1095 were filed by
AEP-Ohio, IEU-Ohio, and jointly by OCC and OEG on
February 16, 2010. ABP-Ohio filed a memorandum contra IEU-
Ohio's application for rehearing of 09-872 and 09-1906 on
February 16, 2010.

(10) The Commissiort grants the applications for rehearing filed by
IEU-Ohio and AEP-Ohio in 094095, as well as the application

for rehearing #iled by IEU-Ohio in 09-872 and 09-1906. We
believe that sufficient reason has been set forth by the parties
seeking rehearing to warrant further consideration of the
matters specified in the applications for rehearing.

It is, therefore,

ORDERED, That the applications for rehearing filed by IEU-Ohio and AEP-Ohio be
granted for further consideration of the matters specified in the applications for rehearing.
It is, further,

I In addition 1n the applications for rehearing IEU-Ohio filed in 09•1095, 09-872 et al., and 09-1906, it also
filed coru:urrent applications for rehearing in Case Nos. 08-917-ELSSO, 08-918-EI ,.SSO, and Oi9-1094-EIr

FAC. Because no Commission orders in ihese cases were issued in the 30-day period preceding the
filing of IEU-Ohio's applications for rehearing, they were irnproperly filed. The Commission has,
therefore, excluded them from consideration herein.
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ORDERED, That a copy of this entry on rehearing be served upon all parties and
other interested persons of record.

THE PUBLIC-TJTILITTES COMMISSION OF OHIO

Paul A. Centolella / Ronda Hartman

Valerie A: Lenunie Che{vl L. Roberto

RLH/GNS/vrm

Entered in the Journal

MAR 0 3 2010

Rene(^ J. Jenkins
Secretary
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BEFORE

THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Fuel Adjustment
Clauses for Columbus Southem Power
Company and Ohio Power Company.

In the Matter of the Application of
Columbus Southern Power Company and
Ohio Power Company to Adjust Their
Economic Development Cost Recovery
Rider Rates.

In the Matter of the Application of
Columbus Southern Power Company and
Ohio Power Company to Modify Their
Standard Service Offer Rates.

Case No. 09-872-EL-FAC
Case No. 09-873-EL-FAC

Case No. 09-1095-EL-RDR

Case No. 09-1905-EL-ATA

ENTRY ON REHEARING

The Comrnission finds;

(1)

(2)

On November 13, 2009, Columbus Southern Power Company
(CSP) and Ohio Power Company (OP) (collectively, AEP-Ohio
or the Companies) filed an application in Case No. 09-1095-ELr
RDR (09-1095) to adjust their respective economic development
cost rider (EDR) rates to collect estimated deferred delta
revenues and carrying costs associated with a unique
arrangement with Ormet Primary Aluminum Corporation
(Ormet), which was approved in In fhe Matter of the Application
of Ormet Primary Aluminum Corporation for Approval of a Unique

Arrangement. witb Ohio Power Company and Cotumbus Southern

Power Company, Case No. 09-119-EL-AEC, Opinion and Order
(July 15, 2009) and Entry on Rehearing (September 15, 2009)
(09-119), and a reasonable arrangement with Eramet Marietta,
Inc. (Eramet), which was approved in In the Matter of ttie

Application for Establisliment of a Reasonable Arrangement between

Eramet Marietta, Inc. and Columbus Southern Power Company,
Case No. 09-516-EL-AEC, Opinion and Order (October 15,
2009) (09-516).

The Ohio Energy Group (OEG), Industrial Energy Users-Ohio
(IEU-Ohio), the Office of the Ohio Consumers' Counsel(OCC),
and Ormet filed for and were granted intervention in 09-1095.
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(3) By Order issued January 7, 2010, the Conunission concluded,
among other things, that AEP-Ohio's proposal to utilize
economic development rider (EDR) rates of 10.52701 percent
for CSP and 8.33091 percent for OP, which included provider of
last resort (POLR) credits, was reasonable.

(4) On September 29, 2009, consistent with the Commission's order
in Case Nos. 09-917-EL-SSO and 09-918-EL-SSO (ESP
proceedings), AEP-Ohio filed its initial quarterly fuel
adjustment clause (FAC) filing in Case Nos. 09-872-EL-FAC
and 09-873-EL-FAC (09-872). On December 1, 2009, the
Companies submitted their quarterly FAC filings to adjust the
FAC rates for the first quarter of 2010. The quarterly filing
proposed revised FAC rates, effective beginning with the
January 2010 billing cycle, to reflect the percentage inereases
authorized in the Companies' ESP proceedings.

(5) On December 3, 2009, the Companies filed a related application
in Case No. 09-1906-EI.-ATA (09-1906) to decrease the 2010
rates for each company's Enhanced Service Reliability Rider
and CSP's.gridSMART Rider in order to collect the revenues
associated with the rates authorized by the Conunission for
2010. The tariff schedules attached to the 09-1906 filing
included generation rates which, in conjunction with the FAC
rates filed on December 1, 2009, in 09-872, limited the amount
that the Companies are authorized to collect to the 2010 rate
increases established by the ESP order.

(6) OCC, IEU-Ohio, and Ormet filed for and were granted
intervention in 09-872 and 09-1906.

(7)

(8)

By Order issued January 7, 2010, the Cornmission concluded,
among other things, that the Companies' proposed tariff filings
in 09-872 and 09-1906 should be approved, with modifications.
The Commission additionally ordered that the revised tariffs be
effective with bills rendered beginning the first billing cycle of
2010.

On February 5, 2010, AEP-Ohio filed an application for
rehearing of the Commission's January 7, 2010, Order in
09-1095. On February 5, 2010, IEU-Ohio filed an application for
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1

(9)

rehearing in 09-872, 09-1906, and 09-1095? Memoranda contra
the applications for rehearing regarding 09-1095 were filed by
AEP-Ohio, IEU-Ohio, and jointly by OCC and OEG on
February 16,2010. AEP-Ohio filed a memorandum contra IE[J-
Ohio's application for rehearing of 09-872 and 09-1906 on
February 16, 2010.

In its first assignment of error in 09-1095, AEP-Ohio contends
that the Commissioe s finding that the Companies had
proposed EDR rates that reflected the Conunission-ordered
POLR credit is in error, and therefore, is unlawful and
unreasonable. AEP-Ohio argues that its proposal was clearly
for implementation of the EDR rates that did not reflect the
POLR credit.

(10) 'fhe Commission finds that rehearing on this assigiunent of
error should be granted solely to clarify that AEP-Ohio did not
specifically propose EDR rates that iticlude a POLR credit to be
implemented by the Commission. As AEP-Ohio explains in its
application for rehearing, the Commission's prior decisions
ordered it to enter into a service agreement with Ormet, and
ordered CSP to enter into a service agreement with Eramet,
AEP-Ohio's application calculated the delta revenue, excluding
POLR credits, resulting from the Chznet and Eramet contracts;
and proposed EDR rates, which did not include the POLR
credit, of 13.18314 percent for CSP and 9.37456 percent for OP.

AEP-Ohio s application furtlter, however, indicated the
following with regard to EDR calculations:

In order to preserve their position that the
Commission cannot require a POLR credit offset
to the EDR rate, the Companies' proposed EDR
rates do not reflect such a credit. *''
Recognizing,, however, that the Commission
would likely require that the POLR credit be

I,n addition to the applications for reheararg IEU-Ohio filed in 09-1095, 09-872, and

09-1906, it also filed concurrent applications for rehearing in Case Nos. 0$-917 EL-SSC,

08-918-EL-S.SC>, and 09-1094EL-FAC. Because no Commission orders in these cases

werif issued in the 30-day period preceding the filing of IEU-Ohio's appiications for

rehearing, they were improperly filed. The Comaiission has, therefore, excluded them
from considerationherein.

-3-
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reflected in this application, the Companies also
provide EDR rates which include POLR credits[]

The Commission wishes to clarify that, while AEP-Ohio's
application did not request EDR rates that included a POLR
credit, the EDR rates of 10.52701 percent for CSP and 8.33091
for OP, which do include a POLR credit, were provided therein
alternatively, in anticipation of the Commission's decision on
the EDR issue, and adopted accordingly.

(11) In its second assignment of error in 09-1095, AEP-Ohio
contends that the Commission's decision to reject the proposed
EDR rates, which did not include POLR credits, was unlawful
and unreasonable because those EDR rates would provide for
full recovery of revenues foregone under the contracts with
Ormet and Eramet, as perm.itted by Section 4905.31, Revised
Code. OCC and OEG responded that providing POLR credits
to customers is consistent with law, reason, and the
Commission's previous decisions in 09-119 and 09-516.
Therefore, OCC and OEG argue, rehearing on AEP-Ohio's
second assignment of error should be denied. IEU-Ohio argues
that the Companies' second assignment of error was raised and
rejected in both 09-119 and 09-516, and therefore, rehearing on
the issue should be denied.

(12) The Commission finds that the argument AEP-Ohio advances
in support of its second assignment of error merely repeats the
arguments it made in its hearing briefs. AEP-Ohio has raised
no new arguments on this issue in its application for rehearing.
Accordingly, we find that rehearing on its second assignment
of error should be denied.

(13) In its third and fourth assignments of error in 09-1095,
AEP-Ohio argues that the Commission's decision to reject its
proposed EDR rates, which did not inctude POLR credits, was
unlawful and unreasonable, because its decision was based on
the 09-119 and 09-516 decisions, which were unlawful and
unreasonable. AEP-Ohio's arguments in support of these
assignments of error direct the Commission to review
AEP-Ohio's arguments in its memoranda in support of
rehearing in 09-119 and 09-516, and treat those arguments as
fully incorporated into the application for rehearing in 09-1095.

I
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OCC and OEG respond that the Conunission's decisions in
09-119 and 09-516 were lawful and reasonable, and therefore,
rehearing on AEP-Ohio's third and fourth assignments of error
should be denied. In support of their position, OCC and OEG
adopt the arguments set forth in their memoranda contra in
09-119 and 09-516, and incorporate those arguments into their
memoranda contra AEP-Ohio's application for rehearing in
09-1095. IEU-Ohio asserts that assignments of error three and
four of AEP-Ohio's application for rehearing should be denied
because they simply restate and incorporate by reference
AEP-Ohio s arguments advanced in its applications for
rehearing in 09-119 and 09,516.

(14) The Commission finds that rehearing should be denied on
AEP-Ohio s third and fourth assignments of error. As
indicated by AEP-Ohio, its arguments in favor of these
assignments of error are simply incorporated from the
arguments it has made in 09-119 and 09-516. AEP-Ohio also
made the same arguments it asserts here in its hearing briefs.
As AEP-Ohio has raised no new substantive arguments for the
Commission's consideration, its application for rehearing on
assignments of error three and four should be denied.

(15) Turning to IEIJ-Ohio's application for rehearing, in its first
assignment of error, IEU-Ohio argues that the findings and
orders in 09-1095, 09-872, and 09-1906 are unlawful and
unreasonable inasmuch as the Commission has no subject
matter jurisdiction over 09-1095, 09-872, or 09-1906. IEU-Ohio
contends that the Conunisslon lost jurisdiction over the ESP
proceedings and all proceedings stemming from the ESP
proceedings when it failed to issue an order within 150 days of
the filing of AEP-Ohio's ESP application. AEP-Ohio responds
that while IEU-Ohio may challenge the decisions in 09-1095,
09-872, and 09-1906 as somehow being unreasonable and
unlawful, it cannot do so through its argument that the
Comniassion lost jurisdiction in the ESP proceedings.

(16) The Commission finds that rehearing on this assignment of
error should be derded. As AEP-Ohio indicates, IEU-Ohio
unsuccessfully raised this issue in its Writ of Prohibition action
(Case No. 2009-1907) before the Supreme Court of Ohio. The
Commission finds that IEU-Ohio's attempt to raise this
argument in the context of the current proceeding is an
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improper attempt to relitigate the Supreme Court of Ohio's
decision on this issue. Accordingly, IEU-Ohio's first

assignment of error should be denied.

(17) In its second assignment of error, IEU-Ohio claims that the
findings and order in 09-1095, 09-872, and 09-1906 are unlawful
and unreasonable, inasmuch as the Commission continues to
permit AEP-Ohio to take the benefits of the higher rates
contained in the ESP, while AEP-Ohio still reserves the right to
withdraw and terminate its FSP. AEP-Ohio argues that lEU-
Ohio's second assignment of error amounts to an attempt to
relitigate the ESP proceedings and/or improperly expand the
list of issues it can pursue on appeal to challenge the

Commission's PSP decision.

(18) The Commission finds that rehearing on IEU-Ohi&s second
assignment of error should be denied. IEU-Ohio raised this
issue in its August 17, 2009, Application for Rehearing in the
ESP proceedings. The Commission denied IEU-Ohio s
argument in its November 4, 2009, Second Entry on Rehearing,
on the basis that the issue was not ripe for review, given that
AEP-Ohio had not withdrawn its ESP. Similarly, the
Com.mission finds that the issue under consideration in IBU-
Ohio's second assignment of error is not presently ripe for
review, as AEP-Ohio has not withdrawn its ESP. As such, IEU-

Ohio's second assignment of error should be denied.

(19) In its third assignment of error, IEU-Ohio contends that the
Commission's finding and order in 09-1095 is unlawful and
unreasonable, inasmuch as the exception for the EDR from the
maximum percentage increases authorized.in the ESP violates
the Commissfon s precedent and unreasonably increases.

customers' rates. IEU-Ohio argues that the Comntission failed
to indicate in the course of the ESP proceedings that riders or
other charges, apart from those enumerated by the
Comrnission, could be excluded from the maximum revenue
increase limitations approved in the ESP. IEU-Ohio contends
that the Coimrvssiasi s decision to exclude the EDR from the
maximum percentage increases authorized in the ESP is
unreasonable, as it imposes rate increases on customers at a
precarious time for Ohio's economy. AEP-Ohio argues, in its
memorandum contra, that if, as IEU-Ohio argues, the EDR
were inside the rate increase cap set forth in the ESA



09-872-EL-FAC,et al. -7-

proceedings, the FAC deferrals and associated carrying charges
would increase, resulting in increased costs for customers.

(20) We find that rehearing on IEU-Ohio's third assignment of error
should be denied. As we explained in 09-1095, the list of riders
and other mechanisms presented in the ESP proceedings as
exempt from the rate increase limitations was not exhaustive.
I$U-Ohicr s contention that the FsDR is outside the cap because
it was not listed amongst those riders and other mechanisms
specifically excluded in the FSP proceedings raises no new
issues, as IEU-Ohio presented the same argument in its hearing
brief, as well as in separate proceedings. Accordingly, IEU-
Ohio's third assignment of error should be denied.

(21) In its fourth assignment of error, IEU-+Ohio asserts that the
09-1095 find'uig and order is unlawful and unreasonable
inasmuch as it permits AEP-Ohio to calculate the carrying costs
on deferred EDR delta revenues at the weighted average cost of
long-term debt without any evaluation of possible lesser-cost
alternatives. IEU-Ohio contends that the Commission
unreasonably accepted AEP-Ohio's proposal to use the average
cost of CSP and OP's long-term debt to calculate carrying costs
associated with EDR delta revenues without any inquiry as to
whether a different debt rate would be more appropriate.
AEP-Ohio argues that the regulatory treatment of carrying
costs proposed by IEU-Ohio is simplistic and should be
rejected, in that it believes that the selection of a carrying
charge rate should be driven predorninantly by what results in
the lowest cost to customers, rather than by what is the most

appropriate rate.

(22) The Commission finds that IEU-Ohio s fourth assignment of
error is without merit. Despite IEU-Ohio's assertions that the
Commission made no inquiry into its proposal to utilize a
short-terin debt rate, we specifically addressed and rejected its
proposal, finding that the use of long-term debt is a more
appropriate mechanism for calculating carrying charges.
Additionally, the grounds IEU-Ohio advances in support of its
argument have already been raised in its hearing brief in
09-1095. IEU-C]hio has raised no new arguments with regard to
this issue. Its fourth assignment of error should, therefore, be
denied.
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(23) In its fifth assigmment of error, IEU-Ohio argues that approval
of the recovery of delta revenues associated with the interim
Ormet agreement through the FAC as part of 09-872 and
09-1906 was unreasonably premature, inasmuch as the
Commission has not yet issued an order in 09-1094-ELrFAC
(09-1094). IEU-Ohio contends that it is unreasonable to collect
delta revenues from customers th.rough the FfAC that have not
yet been found to be just and reasonable. AEP-Ohio asserts
that, as shown in 09-872, CSP can be characterized as
recovering only a portion of the Ormet interim agreement
deferrals, as only a portion of the reconciliation adjustment is
reflected in the current FAC rate. OP is not presently
recovering any of the Ormet interim agreement deferrals.
AEP-Ohio claims that to the extent CSP's recovery of its
reconciliation adjustment component includes Ormet interim
agreement deferrals, those amounts can be reconciled with the
decision in 09-1094 and passed back to customers through the
FAC.

(24) The Cornrnission finds that IEU-Ohio's fifth assignment of error
should be denied. Despite IEU-Ohio's arguments regarding
premature recovery, in the circumstances hereunder, we find
that recovery of the deferrals at issue is an incidental result of

AEP-0hio's rates, as established by the ESP proceedings. We
note that any deferrals associated with the Ormet interim
agreement that are recovered will be subject to a true-up
following resolution of 09-1094 and any other cases affecting
recovery under the Ormet interim agreement. In view of these
circumstances, IEU-Ohio's fifth assignment of ercor should be
denied.

-8-
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It is, therefore,

-9-

ORDERED, That AEP-Ohio's application for rehearing be granted in part, and
denied in part. It is, further,

ORDERED, That IEU-Ohio's application for rehearing be denied. It is, further,

ORDERED, That a copy of this entry on rehearing be served upon all parties and
other interested persons of record.

THE Pi.FBLiCrii PI[.ITIES COMMIS.SION OF OHIO

Alan R. Schriber, Chairrnan

Valerie A. L.ernmie

RLH/GNS/sc

Entered in the Journat

hlAR 2 Q 2Dtfl

Cheryl L Roberto

Rene@ J. Jenkins
5ecretary
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I certify that Colunlbus Southeni Power Company's and Ohio Power Company's

Notice of Appeal was served by First-Class U.S. Mail upon counsel for all parties to the

proceeding before the Public tJtilities Commission oi' Ohio identified below and pursuant

to Section 4903.13 of the Ohio Revised Code, this 26'1' day of April, 2010.
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Consunrers' Counsel
Maureen R. Grady
Gregory Poulos
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Clifton A. Vince
Douglas G. Bonner
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Joseph M. Clark
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Coluinbus Soutliern Power Company
and Ohio Power Company
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