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NOTICE OF CROSS-APPEAL OF
APPELEE/CROSS-APPELLANT INDUSTRIAL ENERGY USERS-OHIO

Appellee/Cross-Appellant, Industrial Energy Users-Ohio ("IF,U-Ohio" or

"Appellee/Cross-Appellant"), hereby gives its notice of appeal, pursuant to R.C. 4903.11, R.C.

4903.13, and Supreme Court Rule of Practice 2, to the Supreme Coist of Ohio, Appellee, and

Appellant/Cross-Appellee from a January 7, 2010 Finding and Order (Attachment A), a

March 3, 2010 Entry on Rehearing (Attachment B), and a March 24, 2010 Entry on Rehearing

(Attachment C) of the Public Utilities Commission of Ohio ("Commission or PUCO") in Case

No. 09-1095-EL-RDR.

Appellee/Cross-Appellant was and is a party of record in PUCO Casc No. 09-1095-EL-

RDR and timely filed its Application for Rehearing of Appellee's January 7, 2010 Finding and

Order in accordance with R.C. 4903.10. Appellee/Cross-Appellant's Application ('or Rehearing

was denied with respect to the issues on appeal herein by the Appellee's Entry on Rehearing

dated March 24, 2010.

The Appellee's Finding and Order and March 24, 2010 Entry on Rehearing approving

the Application of Columbus Southern Power Company ("CSP") and Ohio Power Company

("OP") (collectively referred to as the "Cornpanies" or "AEP-Ohio") is unlawful and

w-ireasonable in multiple respects. Specifically, the Appellee's Finding and Order and

March 24, 2010 Entry on Rehearing are unlawful and urireasonable in the following respects:

A. The Finding and Order and March 24, 2010 Entry on Rehearing are
unlawful and unreasonable uiasmuch as the Commission has no subject
matter jurisdiction over PUCO Case No 09-1095-EL-RDR. The
Commission lost jurisdiction over AEP-Ohio's electric security plan
("ESP") and all proceedings stemming from the ESP when the
Commission failed to issue an order within 150 days ot' the filing of
AEP-Ohio's ESP Application.

tC30680:2 }
2



The Finding and Order and March 24, 2010 Entry on Rehearing are
unlawful and urireasonable inasniuch as the Commission continues to
permit AEP-Ohio to take the benefits of the higher rates contained in the
ESP while AEP-Ohio simultaneously still reserves the right to withdraw
and terminate its ESP.

C. The Finding and Order and March 24, 2010 Entiy on Rehearing are
unlawful and unreasonable niasmueh as the brand new exception for the
economic development rider ("EDR") from the maxitnum pei-centage
increases permitted in the ESP violates the Commission's precedent and
unreasonably increases customers' rates.

D. The Finding and Order and March 24, 2010 Entry on Rehearing are
unreasonable inasmuch they permit AEP-Ohio to calculate thecarrying
costs on deferred EDR delta revenues as the weighted average cost of
long-term debt without any evaluation of possible lesser cost alternatives.

WHEREFORE, Appellee/Cross-Appellant respectfully submits that Appellee's January 7,

2010 Finding and Order and March 24, 2010 Entry on Rehearing are unlawt'ul, tmjust, and

unreasonable and should be reversed, "1'he case should be renianded to Appellee with

instructions to correct the errors complained of herein.

Respectfully Submitted,

Sarnuel C. Randazzo, Counsel of Record (0016386)
Lisa G. McAlister (0075043)
Joseph M. Clark (0080711)
McNees Wallace & Nurick LLC
Fifth Third Center
21 East State Street, 17th Floor
Columbus, OII 43215
Telephone: (614) 469-8000
Facsimile: (614) 469-4653

COUNSEL FOR APPELLF,E/CROSS-
APPELLANT, INDUSTRIAL ENERGY
USERS-OHIO

^"V'.M_k^

(C3o6so.2 }

3



CERTIFICATE OF SERVICE

I hereby certify that a copy of this Arotice of Cross-Appeal of Appellee/Cross-Appellant

Industrial Energy Users-Ohio was sent by ordinary IJ.S. inail, postage prepaid, or hand-delivered

to all parties to the proceeding before the Public Utilities Commission of Ohio, listed below, and

pursuant to Section 4903,13 of the Ohio Revised Code on May 21, 2010.

Marvin I. Resnik
Steven T. Nourse
American Electric Power Selvice Corp.
1 Riverside Plaza, 29rh Floor
Columbus, OH 43215

Daniel R. Conway
Porter Wright Molris & Arthur
Huntington Center
41 S. High Street
Columbus, OFI 43215

ON BEHALF OF COLUMBUS SOUTHERN

POWFR AND OH70 POWER COMPANY

David F. Boehm
Michael L. Kurtz
Boehm, Kurtz & Lowry
36 Fast Seventh Street, Suite 1510
Cincinnati, OH 45202

ON BEHALF OF OHIO ENERGY GROUP

Counsel for Appellant,
Industrial Energy Users-Ohio

osefJh M. Clark

Janine L. Migden-Ostrander
Consumers' Counsel
Gregory J. Poulos
Michael B. Idzkowski
Office of the Ohio Consumers' Counsel
10 West Broad Street, Suite 1800
Columbus, OH 43215-3485

ON BEIIALF OF THE OFFICE OF TIIF OHIO

CONSUMERS' COUNSEL

Clinton A. Vince
Douglas G. Boiuier
Daniel D. Barnowski
Keith C. Nausbaum
Emma F. Hand
Sonnenschein Nath & Rosenthal
1301 K Street NW
Suite 600, East Tower
Washington, DC 20005

ON BEHALF OF ORMF.T PRIMARY

ALUMINUM CORPORA'I'ION
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Duane Luckey, Section Chief
Public Utilities Section
180 East Broad Street
Columbus, OH 43215

ON BEHALF OF'1'HE PUBLIC j7TILiT1ES

COMMISSION OF 01110

Kimberly Bojko
Attomey Examiner
Public Utilities Commission of Ohio
180 East Broad Street, 12t" Floor
Columbus, OH 43215

Greta See
Attorney Examiner
Public Utilities Commission of Ohio
180 East Broad Street, 12th Floor
Columbus, Oil 43215

ATTORNEY EXAMINEI2S

Alan R. Scln-iber, Chairman
Valerie A. Lemmie, Commissioner
Paul A. Centolella, Commissioner
Cheryl Roberto, Commissioner
Steven Lesser, Commissioner
Public Utilities Commission of Ohio
180 East Broad Street
Columbus, OH 43215

ON BEHALF OF THE TUBLIC I`TTILITiES

COMMISSION OF OHIO
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CERTIFICATE OF FILING

I hereby certify that a Notice of Cross Appeal qf Appellee/Cross-Appellant Industrial

Energy Users-Ohio has been filed with the docketing division of the Public Utilities Commission

of Ohio in accordance with Rules 4901-1-02(A) and 4901-1-36 of the Ohio Administrative Code,

on May 21, 2010.

tvL--^

Jose)Sh M. Clark
Counsel for Appellee/Cross-Appellant,
Industrial Energy Users-Ohio
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Attachment A

BEFORE

'1'1-IE PUBLIC UTiI 1'PiES CONIM[SSION OP 0I II!;)

Ln the Matter of the Application of )
Columbus Southern Power Company and )
Ohio Power Company to Adjust 'their ) Case No. 09-1095-TL,-RDR
Econorrdc I7evelopment Cost Itecovery )
Rider Rates. )

FINDING ANl3 ORDER

The Commission finds;

(1) On November 13, 2009, Columbus Southern Power Compariy
(CSP) and Ohio Power Company (OP) (collectively, AFd'-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 Orniet Priffiary Aluminurn
Corporation (Chmet), which was approved in In the Iviatter of the

Ayptication of Ormet T'rirnary Atuminum Corporatron far Approval

of a lItsiriue Arrangement with Ohio T'awer Crmtpany attd Coturnbus

Soufhern pou er C'ompany, Case No. 09-119-EL-AEC, Opinion and
Order {July 15, 2009) and Entry on Rehearing (September 15,
2009) (09-119), and a reasonable arrangeinent with Eramet
Marietta, Inc. (Eramet), which was approved in Irz the Matter of

the Application for Establishment of a.Keasannbte Arrangcmcmt

bet'ween Eramet Marietta, 7nc. and C:aturnbus Southem Power

CpnzpAny, Case No. 09-516-EL-AEC, Opin.ion and Order

(October 15, 2009) (09-516).

(2) In its Application, ?:F1'-C]hio proposes that its EDR rates, to be
applied to its cuatomers' distribution charges, should be set at
13.18314 percent for C5P and 9.37456 percent for OP, effective
wi,th bills rendered in the first billing cycle of January 2010.
Recog,nizing, however, the Commission's requirement in 09-119,
as weli as 09-516, that AEP-Qhio credit any POLR charges paid
by Ormet or Eramet as offsets to its EDR rabas, AEP-Ohio
alternatively proposes EDR rates of 10.52701 percent for CSP
and 8.33()H1 for OP, which include POLR credits. AEP-Ohio's
Application also proposes to set EDR rates on a leveliaed basis,
to recover over 12 months the projected under-recovexies
associated with the Eramet contract, begln=g from the
effective date of the contract through December 31, 2010, and
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the Ormet unique arrangement, from its effective date ttsrough
pecember 31,2010, AEP-Ohio contends that it is pxoposing the
levelized approach to EDR rates so that customers wiIl avoid
experiencing the large swings in EDR rates every six months
that would otheawise be attributable to the pricing structure of
the Ormet unique arrangement.

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

(4) On November 25, 2009, Ormet filed 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
praceeding has the potential of affc^.-ting tiiat arrangement.
With its motion to intervene, Ormet also filed a motion to
pennit Clifton A. Vince, Dougias G. Bonner, Daniel D.
Barnowski, and 8nrma F. Hand, counsel for Ormet, to practice
before the Comrnission pro hac vice in this proceeding,

(5) On November 25, 2U09, the Industrial Energy Users-Ohio (ih'U-
Ohio) filed a motion to intervene and, as more fully explained
below, a motion to set the matber for hearing. In its motion to
intervene, IIBU-Ohio asserts that AHP-OhiU s Application znay
result i.n increases to the rates charged.to IEU-Ohio members for
electric service, and impact the quality of service that TEU-Ohio

members receive from AEP-C7hio.

(6) On November 30, 2009, the Office of the Ohio Consumets'
Counsel (OCC) filed a rnotion to intervene, arguing that it is the
advocate for the residential utility customers of AEP-Ohio who
may be affected by the E17R rates proposed by AEP Ohio, and
that its interest is difterent than that of any other party to the
proceeding.

(7) The Cotmnission finds that UEG, Ormet, TF.1.7-Ohio, and Ot'C
have set forth reasonable grounds for 4ntervention.
Accordingly, their motions to intervene should be granted.
Additionally, the Commission finds that Ormet's motion for
admission pro hac vice, requesting that t'iifton A. Vince,
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(8)

Douglas •G. lionner, Daniel D. Barnowski, and Emma F. Hand
be permitted to practice before the Conunission in this tnatter, is
reasonable and should be granted.

In support of Its motion to set the matter for hearing, IEU-Ohio
cites Rule 9901:1-38-0$, Ohio Administrative Code (O.A.C.),

which states that if it appears to the Gom.mi.ssion that the
proposals in the Application may be unjust and unreasonable,
the Commission must set the matter for hearing. IEU-0hio
argues that the following issues make AET"-Qhio's Application
appear to be unjust and unreasonable:

(a) When Ormet sought to return to service from
A.E1', AEP argued that since it had not planned
to provide service to Ormet, it was losing the
opportunity to sell its generation at market-
based rates, and that it should be compensated
for its lost opportunity costs. However, in this
Application, A.EP has proposed to calculate the
delta revenue asaociated with providing
service to Chmet as the difference between the

price C3rmet pays under the Commission
approved reasonable arrangement and the
otherwise applicable tariff rate, rather than
basing delta revenues on ita current lost
opportanity 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
associated with the {hmet contract is
warranted.

(b) Section 4905.31(E), Revised Code, specifically
states that the public utility may recover costs

9ncnrred in conjunction with any economic
development and job retention program. Both
C7rmet and 13ramet filed "unique
arrangements" and not "economie
developm.ent axrangements" under the
Comrnission's rules. Thus, AP1' 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.

(9)

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

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

IEU-Oh.io Motion to Set Matter for 1-iearing at 4-5.

On December 3, 2009, Chmet filed comments on Al's'P-Ohio's
Application, asserting that AEP-fahio must produce further
information before the Commission can rnake a deeision
regarding its Application with respect to calendar year 2010.
tJrmet explains that under the Corruniss.lon-approved unique
arrangement in 09-119, the delta revenues AEP•C7hio is entitled

to collect are based upon the difference between the tariff rates
for Chmiet and the rate resulting from the unique erreuigernent.
Orsn.et contends that ALT-Qhio has offered no explanation or
justification for the proposed 2010 tariff rate, that the rate
assumed in the Application has not been submitted to the
CorYUnission for approval, and that it appears to be higher than
the rate increase pertnitted in In tlte Mstter of the Applicution of

Ct>tumbus Southern Power Company for Apprazral of an Electric

5ecurihj Ptan.; an Amendment to its Grnporate Sepm'afion Plan; and

the Sale or Transfe'r of Certain Generating Assets, Case No. 0$-917-

EL.S60; and In the Mstter of the Alrpticntion of Ohio Power

C'ompany for APpranat of mn Electric Sensrxty PIQn; and an

Amendment to its Cvrporate Separafion Plan, Case No. 08-918-EG

550, Opinion and C?rder (March 18, 2009); Entry Ntrnc Pro'I'unc
(March 30, 2009); First Entry on Rehearing (July 23, 2009);

4-
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Finding and Order Quly 29, 2009); Second Entry on Rehearing
(November 4, 2009) (F5P proceedings). Accordingly, Ormet
requests that the Commtssion 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 OTsG also filed comments on December 3, 2009, in
which they argue that AEP-Ohi.a failed to support its
applications with the appropriate information, that any
provider of last resort (POi.R) char$es paid to AEP-Ohio under
its contracts with Orsnet and Eramet should be credited to the
economic development rider (EDR), and that AEP-Ohio
unreasonably requests ta accrue carryin,g 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 earrying costs on over-recovery. In their eomments,
CK.C and OEG also posit that AEI'-Ohio s TDR should be
audited every six months to verify that AEP-Ohio, Ormet, and
Bramet have met and maintained compiaance with
Conxaiisaion-ordered conditiona. OCG and OEG advocate for
Com.rnission rejection of AEP-Ohto'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-Oh.io replied and submitted
supplemental information, which provided the projected impact
of the proposed EDIt rider on all C.SP and OP customers, by

customer class.

(12) Comrnission Staff (Staff) reviewed AEP-Ohia's application and
supplemental information, and issued its recommendation on
December 10, 2009. Staff recommended that the Commiasion
approve AEP-Ohio's Applica£ion, using the proposed EDR rates
that include POI.R credits, as filed on December 9, 2010. Staff
noted that it is Staff's understanding that AEPdOhio is
requesting to accrue caxrying costs on any under-recovery of
delta revenues caused by the levelized EDft rates. In connection
with this request, Staff recomme.nded that the Convnission
require a symmetrical credit to carrying costs in the event of
over-recovery caused'by the levelized rate structure.
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(13) On December. 11, 2009, TEU-Ohio filed a motion to consolidate
Case Nos. (i<i-872-BI.-FAC, 09-$73-EL-FAC, 09-1'1'0b-BIrATA.1 09-
1095-ET,FAC, and 09-2095-LIUNC, arguing that the
interconnecied 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-
phio implicitly axgues otherwise, adjustments to AEP-Ohio's
SDR riders are not exempt from the Iiinitations imposed on rate

increases in the ks5P proceedings.

(14) Chr Decembex 14, 2009, AEl"-C?hio fiTed a memorandum contra
IEU-Ohio's motion to consolidate, stating that cost increases
associated with new government mandates, such as AF`.P-Ohio's
delta xevenue costs, are not included under the rate inrrease

timitations set forth in the ESP.

(15) On December 15, 2009, ItaU-+Dhio tiled a reply to A.I.IT'-[3hio's
memorandum contra, cantend.ing that the Cornmissxon did not
adopt, in the FSP proceedings, AEP-Ohio's argurnent that ccrst
increases associated with new government mandates fall
outside the rate increase fimitations.

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

(17) As an initiai ynatter, IEU-Ohio contends that AEP-Ohio has
failed to demonstrate that it is appropriate fox it to recover delta
revenue associated with the Ormet unique arrangement and the
Eramet reasonable azxangement. In support of its argument,
TEU-Cahio cites Section 4905.31(6), Revised Code, which
provides that a public utility electric light company niay recover
costs incurred in conjunction with any economic development
and job retention program. IEL7-fr7hio contends that because

Qr:met's unique arrangemerct and Eramet's reasonable
arrangement were not filed specifically as economic
development arrangements nztder the Commission's rules, it is
inappropriate for AEP-(ahio to recover delta revenue associated
with the respective axrangements.

-^-
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(18) Despite TEU-4?hio's argument, the Commfssion finds that AEP-
Ohio ie authorized to recover delta revenue related to the C?rmet
unique arrangement and the Eramet reasonable arrangement.
Section 4905.37, Revised Code, permits recovery of foregone

revenue by the eIeciric utility incurred in conjunction with
economic development and job retention programs. Both the
Ormet unique arrangement and the Eramet reasanable
arrangement advance, as underlying goals, either economic
growth or job retention. Chapter 49011-38, O.A.C., titled
",A.rrangements," implenents Section 4905.31, Revised Code.
Chapter 4901:1-38, O.A.C„ enccimpasses all types of
arrartgements, including econonvc 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 giobal economy, to promote job gowth 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
Eramefi arrangements. Further, Rule 490I.:1-38-08, O.A.C.,
which pemuts revenue recovery pertairting to agreements,
provides that "each electric utility that is serving customers
pursuant to approved reasonable arrangements rnay apply for a
rider for the recovery of certain costs associated with its delta
xevenue for serving those cnstomers pursuant to reasonable
arrangements[.]The rule provides an opporiunity to seek
recovery of delta revenues resulting from arrangements. It does

not limit the recovery of revenue to a narxow type of

arrangement, as IEU-Qhio suggests. Moreover, 09-119 and 09-
516 specificalty contemplated such filings by ABP-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 estirnated delta revenues
created by the Ormet and Eramet arrangements during 2010,
The estimated delta revenues ABP•Ohio sets forth in its
Application are calculated as the difference between ttie
proposed 2010 tariff rates and the Cominission-approved prices
under the Ortnet unique arrangement and the Fxamet
reasartable arrangement. IEU-Ohio argues that Ali'1'-C1hio has
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not demonstrated why its proposed change in the method of
calculating delta revenue is warranted•

(20) Rule 4901-38-O1(C), fl.A.C., wliich defines delta revenue, states
that °[dJe]ta reve,nue° means the deviation resulting from the
difference in rate levels between the otherwise applicable rate
schedule and the result of any reasonable arrangement
appxoved by the [Cjotxunission.° The method by which ABP-

Ohio proposes to calculate delta revenue in this Application
directly follows the de£ixmition set forth in the rule, as well as the
Cammi.ssion's orders in 09-119 and 09-516. The Commission
believes this is the proper tnethod for calculating delta revenue,
and that AEP-Ohio is warranted in its use of this method,

(21) In its comments, C?rm et expresses concern that AEP-C3hio's
proposed 2010 tariff rate has not been submitted to the
Comrnission for approval. I.ikewise, OCC and 013G express
concern over assumptions they allege ABP-C7hto has 7nade in its
delta revenue calculations, Moreover, Ormet expresses
concerns that the proposed 2010 tariff rate AE?P-Ohio used in its
Application appears to be higher than the rate increasc:
permitwd under the kSi' proccedings, which is 6 percent for
C,.SP 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-EI.-ATA. The
proposed 2010 tariff rabe AEP-i>hio used to calculate delta
revenue for purposes of its EDR rates is the same rate subrnitted
to the Commission for approval in Case No. 09-1906-EL-ATA in
2010. On December 10, 2010, Staff filed its review and
recommendation in Case No. 09-1906-Ei -ATA, indicating that it
finds that the rates proposed in the applications provide for
increases no greater than those authorized by the Commission
in the ESP proceedings. In accordaruce with this review and our
decision issued simultaneously with this order in Case Nos. 09-
872-FL-'FAC, 09-873-EtrFAC, and 09-1906-Et.-ATA, the
Conunission finds that the parties' ar},ruments that the proposed
20a0 wiff rates utilized by AEP-Ohio in its delta revenue
calculations are unjustified is without rnerit,

(22) IEU-Ohio, C7CC, and OPG have also expix:ssed concerns that
AEI'-Ohia a Application is procedurally deficient, in that it
initiaily did not file the projected 'unpact of the EDR rider on aIl

-s-
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by customer class. As noted above, however, oncustomers,
December 9, 2009, t1EP-Oluo filed supplemental infonnation
that provided the pxujected impact of the LDR 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, Ak`sP-C.?hio proposes to recover the 2009
deferred unrecovered costs, or delta revenues, resulting from
the C3rmet and Eramet reasonable arrangements, as well as the
carcying uists at the weighted average cost of CSP's and flP's
respective long-term debt. AEP-Qhio's estimated recovery for
2009 is based on the fotlowing•: estimates provided by Ormet of

its production level and associated 1VIWh of constunption for the
period beguuting with the effective date of the unique
arrangement through. the end of 2009; and a projection for
Erarnet's electricity consumption from the effective date of its
contract, pursuant to the reasonable arrangement, through the
end of 2009. AHP-C7hio also proposes to continue accnzing
carrying costs on the combined Oxrztet and Eramet balance of
unrecovered deferred costs untif the deferrai and related
carrying costs are fully recovered.

(24) IEU-Ohio asserts, in its motion to set the matter for hearing, that
A1tC'-©hio has failed to demonstrate why any carrying charges
sliould 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 490Is1N38-{}8,
O,A.C., the use of each company's average cost of long-term
debt is a more appropriate mechanism for catculating carrying
charges than short-term debt, and, therefore, shauld be utilized.

(25) The Commi,ssion finds AEp-Ohio's proposal to recover the 2009
deferred unrecovered costs resulting from the Ormet and
Eramet arrangecnents, as well'as the carrying• costs at the
weighted average cost of CS1''s and OP's respective long-term
debt, which are 5.73 percent for CMSP, and 5.71 percent for QP, to
be reasonable. The Commission additionally finds that, on a
going-forcvard basis, AEP-C7hio shall utilize the interest rates
from its latest-approved filing for the calculation of carrying

cos^.
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As noted above, IEtT-{Jhio and Ormet contend that the 81?R

should be subject to the Commission-mandated limitations on
AEP-Ohio's rate increases. AEP-Ohio contends that liecause the.
cost increases asscxiated with the EDFt constitute government
mandates, they are not included in the rate increase limitations
imposed in the F.aP, IEU-Ohio contends that the Commission
did not adopt AEP-Ohio's new government mandate exception
to its rate increase limitations. IEU-Olilo also argues that the
Commission specifieally listed those mechanisma that are
exempt from the applicable rate increase limitations in the E51'
first entry on rehearing, and the ET?R was not among those

listed.

(27) While the Commission enumerated a few of the riders and other
mcchanisfns that axe exempt from the F'SP rate increase
limitations in the first entry on rehearing, the list was riot, as
IEU-C)hio suggests, exhaustive. Although the rider was nam.ed
and estabfished in the ESP, we believe that the statute, as well as
our rules, permi.t recovery of the delta revenues created by
reasonable arrangements. As explained in 09-119 and 09-516
and herein, the reasonable arrangements approved fu.rther the
policy of this state, and are consistent with Sections 4905.32 and
4928.02, Revised Code, and Chapter 4902:1-:i8, O.A.C.
Accordingly, we f3nd that the EDR is not subject to the
lirnitatiors on AEP-Ohia's rate increases set forth in the ESP.
Pinding otherwise would result in considerable deferrals being
created, including carrying costs, which would be passed on to

customers.

(28)

(29)

Although we find that the Et}R is not subject to the limitations
on rate increases set forth in the fSP, we are not persuaded by,

and decline to adopt, AAEP-Ohio's argument that the cost
increases associated with the &DR constitute government
mandates, As IEU-Ohio notes in its memorandtun contra, to
interpret any Commission order pertaining to rates with which
an electric utility does not agree as a new govemment snandate,
not subject to rate Increase limitutions, overextends the tneaning

of the phrase.

The Commission finds that ABP-Ohio's proposal to utilize EDR
rates of 10.52701 percent for CSP and 833091 percent for OP,
which 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
pnnet unique arrangexnent.

(30) As detailed by ABP-Ohio in its Application, the structure of the
ormet contract frontloads flrmet's price discount over the first
eight months of each year. Based upon its use of the levelized
rate approach to temper swings in BBR coats for its customers,
AET'-Ohio anticipates the iuuler-recovery of EDR costs during
the first eight months of each year. In light of this situation,
Al:'iP-C11rio proposes to lccrue carrying costs, at the weighted
average costs of CSP's and C?P's respective long-term debt,
caused by the levelized rates. OC:C and OEG object that whife
AEP-Ohio requests to accrue carry3ng costs cm the under-
recovery of delta revenues due to levelized rates, it does not
request a symxnetricai ntechanism for protecting consumers in
the event of the over -xecovery of delta revenues. Staff agrees
with the position of (7CC and OEG on the issue.

(31) '1.'he Cornmission finds that AEP-C}hio's request to accrue
carrying costs on the under-recovery of delta revenues due to
levelized rates is reasonable and should be pernutted.
However, to the extent that OCC, OEG, and Staff assert that in
the evernt of over-recovery of delta revenues, customers should
be afforded symmetrical treatment to that afforded to AEP-Otuo
in the event of an under-reccrvery, we find their argument
persuasive. Therefore, if the over-recovery of delta revenues
oc:cu:cs, AEP-Ohio shall credit customers 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 4901-3$-O8, Q.A.C., prescribes that the
EDR shall be updated and reconciled semiannuaily.
Additionally, all data submitted in support of any rider update
is subject to Commission review and audit, Pursuant to this
provision, as we31 as StafYs recommendat'ion, the Commission
finds that the EL7R should be updated and reconciled, by
application to the Commission, 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 semiannual adjustments to the EDR rates of CSP and OP
will be effective with the fir.st billing cycle of April and October
in each year. AEP-Ohio is cautioned, therefore, to subrnit its
applications in a timely fashion, auch that the Commission wiT3
have sufficient time to review the filings and perform due
diligence with regard to its review of the proposed rates.

Upon review of the extensive pleadings and comments filed by
numerous parties, the Conunission $nds that AEP-Ohio's
Application to adjust its EDR rates, as supplemented an
December 9, 2009, and as modified herein, does not appear to be
unjust or unreasonable, and should be approved as modif'aed
herein. '£herefore, 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
Crnnmission additionally authorizes AUP-Ohio to imptement its
adjusted EDR rates of 10.52901 percent for CSP and 8.33091
percent for OP, effective with bills rendered in the first billing

cycle of January 2010.

Finally, the Com.mission firtds that the case herein, which was
originally docketed as Case No. 09-1095-EL•t3hIC, is more
appropriatety docketed with the new RDR case code, as it
specifically addresses economic devetopment riders.
Accordingly, now and hereafter, Case No. 09-1095-EL-UNC
should be designate.d as Case No. 09-1095-EL,-RDR.

_i.2..

It is, therefore,

ORDERED, That the motions of OF,O, Chmet, IE13-Ohio, and OCC to

intervene be granted. It is, further,

ORDERED, That Ormet's motion to admit Clifton A. Vince, Douglas G,
Bonner, Daniel P. Barnowsici, ruid Bmma F. Hand to practice pro hac vice before the

Comxnission in this proceeding be granted. It is, further,

ORDER'EL7, That AEP-Ohio's Applir,ation to adjust its EDR rates, as
supplemented on Deceznber 9, 2.009, be approved as modified herein. It is, further,

ORDERED, That AFiP-Ohio implement its adjusted EDR rates of 10.52701

percent for CSP and 5.33091 percent for OP, effective with bills rendered in the first

biUing cycle of January 2010. It is, further,
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ORI)gRED, That the requests for a hearing be denied. It fa, further,

ORi3FRPD, That a copy of this entry be served upon alt parties of record.

THE PUBLIC IITILIT'IFS COMMISSION OF O131O

R]:.LT:ct

Paul A. Centolella

F,nterea in the Journal

.IAN 0 7 2Q30

ltenet J. Jenkins
Secretary

I

heryl L. Roberto

-13-



Attachment B

BEFOItE

TI-IE PUBLIC UTILITIES COMMISSION OF O111O

In the Matter of the Fuel Adjustment
Gauses for Columbus Southern Power
Company and Ohio Power Company.

In the Matter of the Application of
Columbus 5outhern Power Company and
Oluo Power Company to Adjust Their
Econonlic Development Cost Recovery
Rider Rates.

In the Matter of the Applicatian of Ohio
Power Company and Ohio Power
Coinpany to Modify Their Standartl Service
Offer Rates.

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

Case No. 09-1095-1iI.•RDl2

Case No. 09-1906-EirATA

ENTRY ON RIIHEARING

The Commission finds:

(1)

(2)

Qn November 13, 2009, Columbus Southern Power Company
(CSP) and Ohio Power Company (OP) (collectively, AEI'-Ohio
or the Companies) filed an application in Case No. 49-1095-TiL-
ItllR (0-1095) to adjust their respective econoznie development
cost rider (EDR) rates to collect estimated deferred delta
revenues and carrying costs associated with a unique
arrangement with Ormet Primary Aluzninu.m Corporation
(Ormet), which was approved in In the Matter of the Alrptication

of Ormet Prirnary Alurninutn Corporation far Approval of a tZnique

Arrungement with Ohio Power Company and Columbus Soufhern

Pomer Company, Case No. 09-119-EL-AEC, Opinion and Order

()uly 15, 2009) and Entry on Rehearing (September 15, 2UQ9)
(09-119), and a reasonable arrangement with Eramet Marietta,
Inc. (Bramet), which was approved in In the Matter of tlve

Application for Estabiishment of a Reasonable Arrangeniertt between

Eramet Marietta, I;rc, and Cotumbus Southern Prnver Company,
Case No. 09ry516-EL-AEC, Opinion and Order (October 15,

2009)(49-516).

Ohio Energy Gxoup'(OEG), lndustrial Energy Users-Ohio (II3U-
Ohio), the Office of Ohio ConsumeW Counsel (QCC) and
Ormet filed for and were granted intervention in 09-1D95.
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(3) By Order issued January 7, 2010, the Commission concluded,
among other tltings, that AEP-Ohio's proposal to utilize EDR
xates of 10.52701 percentfor CSP and 8,33091 percent for OP,
which included provider af last resort credits, was reasonable.

(4) On 9eptember 29, 2009, consistent with the Cqxxnnission's order
in Case Nos. 09-917-EL-S,50 and 09-916-EI.-5SO (ESP), ABP-
Ohio filed its initiai quarterly fuel adjastment 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 filin.gs to adjust the FAC rates for the first quarter of 2010.
The quarterly filing proposed revised FAC rates, effective
beginning with the Januazy 2010 billing cycle, to reflect the

perce.ntage increases authori2ed in the Companies' L`5f.

(5) On December 3, 2009, the Companies filed a related application
in C.ase No. 09-1906-EL-ATA (09-1906) to decrease the 2010
rates for each company's Enhanced Service Reliability Rider
and CaI''s gridSMART 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 fitiing
included generation rates which, in conjunction with the FAC
rates filed on December 1, 2009, in 09-872, lim.it+ed the amount
that the Companies are authorized to collect to the 2010 rate
increases established by the I3SP order.

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

(7) By Order issued January 7, 2010, the Conunission concluded,
among other things, that the Companies' proposed tariff filings
in 09-872 and 09-1906, should be approved, with modifications.
T'he Comniission additionaily ordered that the revised tariffs be
effective with bills rendered beginning the first billing cycle of

2010,

(8) Pursuant to Section 4903.10, Revised Code, any party who has
entered an appearance in a Commission proceedirig n-wy apply
for rehearing with respect to any matters determined by the
Conunission, within 30 days of the entry of the order -upon the

Comn:isaion's journal.

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

-2-
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1095. On February 5, 20"10, IFU-OWo filed an application for
hearing in 09-872, 09-1906, and 09-1095? Memorandum contra
the applicatiorts for rehearing regarding 09-1095 were filed by
Alip-Ohio, IEU-Oh3o, and jointly by OCC and OEG on
February 16, 2010. A6I'-Ohio filed a memoranduzn contra IEU-
Ohio's application for reliearirtg of 09-872 and 09-1906 on
February'1b, 2010,

(10) The Commission grants tlle applications for rehearing filed by
IETJ-Ohio and AEi'-Ohio in 09-1095, as well as the application
for rehearing filed by IEU-ahio in U9-$72 and 09-1906. We
believe that safficient 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 rehearitag filed by IEIJ-Ohio and AEP-ohio be

granted for further consideration of the matters specified in the applications for xehearirtg.

It is, further,

7 in addition to the app3ications for rehearing lElt-dJhio filed in U9k-1095,'D9-872 et al„ and 09-1946, it also

filed concw'rent applications for rehearing in Case Nos. 08-917-EL•ESO, and 0'ti1o94-EL-

IIAC. Because no Commiselon orclers in these casey were issuest in the 30-day period pieceiliqg ►he

filing of IEU-Ohia s applications for rehearing, they were impxoperly filed• "1he Commission has,

therefore, excluded them from consideration herein.
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ORDERED, That a copy of this entry on reheciring be served upan all parties and

other interested persons of record.

Paul A. Centolella

^6"
Chezwl L. Roberto

RI..H/ GI~1S/vrm

Entered ill [11t,' JournAl

MAR 0 3 2010

Rc:net J. Jenkins
Secretary



Attachment C

BEFORE

TI-IE PUBLIC UTILITIES COMMISSION OP OHIO

In the Matter of the Fuel Adjustment
Clauses for Columbus Southern 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 RAtea.

Case No, 09-872-EL-PAC
Case No. 09-873-E'L-PAC

Case No. 09-1095-hlrltDR

In the Matter of the Application of )
Columbus Southern I'ower Company and ) Case No. 09-1906-EIrATA
Ohio i'ower Coszipany to Modify Their )
Standard Service Offer Rates. }

ENTRY oN REI-IEARIAIG

'I'he ComntissiorG finds;

(1) On November 13, 2009, Columbus Southern Power Company
(CSP) and Obio Power Coinpany (OF) (collectively, A&P-Ohio
or the Companies) filed an application in Case No. 09-1095-EI-
RDR (09-1095) to adjust their respectlve economic development
cost vider (EDR) rates to collect estimated deferred delta
revenues and carrying costs associated with a unique
arrangement with Ormet Primary Aluniinuni Corporation
(Ormet), which was approved in In the Matter of the Apptication

of Ormet Primary Aluminum Corporation for ApprovaI of a Unique

Arrangement with Ohio Power Coinpany and Cotumbus Southern

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

Apptication for EstabtisiGment of a Reasonabte Arrangernent betureen

Eramet Marietta, Inc. and Colundrus Southerri Power Company,
Case No. 09-516-EL-AEC, Opinion and Order (October 215,

2009) (09-516),

(2) The Ohio Energy Group (OEC,), lndustrial Energy Users-Ohio
(iETJ-0hio), the Office of the Ohio Consumexs' Connsel (C)CC),
and Ormet filed for and were granted intervention in 09-1095.
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(3) By Order issucd January 7, 2010, the Commission concluded,
among other things, that AEP-<7fdo's proposal to utilize
economic development rider (EDR) rates of 10.52701 percent

for CSP and 8.33091 percent for OT', which included provider of
last rese}rt (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-5SO (E.SP
proceedings), AEP-Ohio filed its initial quarterly fuel
adjustment clause (FAC) f" in Case Nos. 09-872-EL-FAC

and 09-373-EI.-FAC (09-872). On December 1, 2009, the
Companies subsnitted their quarterly FAC filings to adjust the
FAC rates for the firsE quarter of 2010. The quaxterly filing
propo.ged revised FAC rates, effective beginning with the
January 2010 billing cycle, to reflect the percentage increases
autha3rized in the Companies' liuP proceedings.

(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 cornpany's Enhanced Srvice Reliability Rider
and CSl''s gridSMA1tT 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, liunited the amount
that the Companies are authorized to collect to the 2010 rate
increases e,stablished by the ESP order.

(6) OCC, IEU-Obio, 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
h109-872 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 o:E
2010.

(8) On February 5, 2010, AEN-Ohlo filed an application for
rehearing of the Comunission's January 7, 2010, Order in
09-1095. On February 5,2010, IEI3-CJhio filed an application for
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I

(9)

rehearing in 09-872, 09-1906, and 09-1095? Mentoranda contra

the applications for rehearing regarding 09-1095 were filed by

AEP-Ohio, IF,U-Ohio, and joi,ntiy by CiCC and OHG on
February 16, 2010. AEP-Ohio filed a memorandum contra IEU-

Ohio's application for rehearing of 09-$72 and 09-1906 on
February 16, 2010.

In its first assignment of error in 09-1095, AEP-Ohio contends

that the Conunission's finding that the Companies had
propased EDR rates that refiected the Commission-ordered

POLR credit is in error, and therefore, is unlawful and

unreasonable. AEP-Ohio argues that its propasal was clearly

for implementation of the EDR rates that did not reflect the

POLR credit.

(10) The Conimission finds that rehearing on this assigrunent of
error should be granted solely to clarify that AEP-fahio did not
specifically propose EDR rates that include a POLR credit to be
implemented by the Coznrnission. As AEP-Ohio explains in its
application for rehearing, the Cornmissioe s prior decisions
ordered it to enter into a service agreement with Ormet, and
ordered CST to enter into a service agreement with Eramet.
AEP-Ohio's application calculatect the delta revenue, excluding
POLR credits, resulting from the CSrmet and Erainet contracts,
and proposed LUR rates, which did not include the POLR
cred'at, of 13.18314 percent for C:SP and 9.37456 percent for OP,

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

In order to preserve their position that the

Commission ca ►ulot require a POLR credit offset
to the EDR rate, the Companies' proposed EDR
rates do not reflect such a credit,
Recognisnlg,, however, that the Commission
would likely require that the t'i]LR credit be

hi addiEton to the applicaNons for rehearing lEU-Ohio filed in 09-7095, 09-872, and
09-194fi, it also filed concuxrent applicatlons for reheariug in C'ase Nos. 08-917-Lt.-SSt?,

08-918-1.'L-S90, and 09-i094-f,+l.-FAC. Hecause no Commission orders in these cases

vrere- issued in the 30-day period preceding the filing of CEU-dhio's appllcations for

reliearing, they were improperly filed. 1'he Commis.sion has, therefore, exc2trded them

from consideration herein.

-3-
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reflected in this application, the Companies also
provide )~oR rates whuh include POLR credits[,]

The Conunission wishes to clarify that, while AEP-(7hio's
application did not request EDR rates that included a POLR
credit, the EDR rates of 10,52701 percent for C91? and 8.33091
for 0I', which do include a pC7LR credit, were provided therein
alternatively, in anticipation of the Commi.ssion's decision on
the EDR issue, and adopted accordingly,

(11) In its second assignment of error in 0$-2095, AEP-Ohio
contends that the Corrunission'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
C?zmet and Eramet, as permitted by Section 4905.31, Revised
Code. OCC and OEG responded that providing POLR credits
to customers is consistent with law, reason, and the
Cornrnission's previous decisions In 09-119 and 09-516,
Therefore, OCC and (3EG argue, rehearing on AEP-flhio's
second assignment of error should be derued. IEU-t7hio argues
that the Companies' second assigsunent of error was raised and
rejected in both 09-119 and 09-516, and therefore, rehearing on

the issue should be denied.

(12) 'Ihe Commission finds that the argument AEP^C)hio 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-Ohin argues that the Commission's decision to reject its
proposed EDR rates, which did not include POLP credits, was
unlawful and unreasonable, because its decision was based on
the 09-119 and 09-516 decisions, which were u.nlawful and
uriTeasonable. AEP-qhids arguments in support of these
assi};nments of error direct the Commission to review
AEA-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 applicatiun for rehearing in 09-1095.

-4-

I
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qC'C and QEG xespond that the Commission's decisions in
09-119 and 09-516 were lawful and reasonable, and therefore,
rehearing on A'EP-Ohio's third and fourth assignments of error
should be denied. In support of their position, C)CC and QEG
adopt the argunients set forth in their memoranda contra in
09-119 and 09-516, and incorporate those argume.nts into their
memoranda contra AEP-Ohio`s application for rehearing in
09-1095. IEU-Ohio asserts that assignments of error three and-
four of AEl'-Ohio's application for reheari.ng should be denied
because they simply restate and incorporate by reference
AET'-Ohio's arguments acivanced In its appTications for
rehearing in 09-119 and 09-516.

(14) The Commission finds that rehearing should be denied on
AEP-Ohio's tliird and £ourtlt assignments of error. As
indicated by AfiP-Ohio, its arguments in favor of these
assignntents 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-f?hio has raised no new substantive arguments for the
C:ommission's consideration, its application for rehearing on
assigiunents of error three and four should be denied.

(15) Turning to IEU-t7hiti s application for rehearing, in its first
assignment of error, lEU-Ohio argues that the findings and
orders in 09-1095, 09-872, and 09-1906 are unlawful and
unreasonable inasmuch as the Conunission has no subject
ms,itter jurisdiction over 09-1095, 09-872, or 09-1906. IEU-(?hia
contends that the Commission lost jurisdiction over the E5P
proceedings and all proceedings stemming from the E,SP
proceedings when it failed to issue an order within 150 days of
the filing of AEP-CJhiu s E5P application. AEP-Ohio responds
that while lEU-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
Comniission lost jurisdiction in the ESP proceedings.

(16) The Connnlssion finds that rehearing on this assignment of
error should be denied. As AEP-Ohio indicates, IEU-C}hio
unsuccessfully raised this issue in its Writ of Prohibition action
(Case No. 2009-1907) before the Supreme Court of C?hio_ The
Commission finds that IEU-Ohio's attempt to raise this
argu.ment in the context of the current proceeding; is an
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(17)

improper attempt to relitigate the Supreme Court of C?hio s
decision on this issue. Accordingly, IEU•rJhio's first

assignment of error should be denied.

In its second assignrrrent of error, IhU-s-Jluo claims that the
findings and order in 09-1095, 09472, and 09-1906 are unlawful
and unreasonable, inasmuch as the Commission continues to
permit AEP-Ohfo to take the benefits of the higher rates
contained in the ESP, while AUP-Ohio still reserves the right to
vvitluiraw and termfnate its PSP. AkT'-Ohi.o argues that IEU-
Ohio's second assigiunent of error amounts to an attempt to
relifigatc the ESP proceedings andJor improperly expand the
list of issues it can pnrsue on appeal to challenge the
Corrunission's ESP decision.

(18) 'I'lie Commission finds that reliearing on IBUAhio s second
assignment of error should be denied. IEU-C)hio raised this
issue in its August 17, 2009, Application for Rehearing in th(l
ESP proceedings. The Connnission denied IEU-0hio s
arp;ument in its November 4, 2009, Second Entry on Rehearing,
on the basis that the issue was not ripe for review, given that
AEP-Olao Iuad not withdrawn its ESP. Siinilarly, the
Commission finds that the issue under consideration in iLU-
Ohio's second assignment of ca'ror is not presently ripc: for
review, as AEP-C1hio has not withdrawn its &SP. As such, rEU-
phio's second assignment of error should be denied.

(19) In its third assignment of error, IEC)-phio contends that the
Commission's finding and order in 09-1095 is un3awful and
unreasonable, inasmuch as the exception for the EDt2 from the
maximum percentage increases authorized in th,e ESP violates
the Conunissiori s precedent and unreasonably increases
customers' rates, IEU-CJhfo argues that the Commission failed
to indicate in the course of the ESP proceedinp that riders or
other charges, apart from those enumerated by the
Corrunission, could be excluded from the maxlmum revenue
increase limitations approved in the rrSP. IEU-Ohio contends
that the Coanmission'r: decision to exclude the 1C:DR frorn 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. AI3P-Ohio argues, in its
memorandum contra, that if, as IEt3-C)hio argues, the EDR
were iriside the rate increase cap set forth in the ESP
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proceedings, the FAC deferrals and associated carry'sng charges
would increase, resulting in increased costs for customers.

(20) We find that rehearing on lEU-Ohio's third assignment of error
sliould be denied. As we explairied 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.

1p.U-0hio's contention that the BDR is outside the cap because
ot listed amongst those riders and other mechanisms

specifically excluded in the £Sp proceedinga raises no new
issues, as IEU-Ohio presented the same argument in its hearing
brief, as well as tn separate proceedings. Accordingly, IEU-
Ohio's third assignment of error should be denied.

(21) In its fourth assignment of error, IIrU-Ohio asserts that the
09-1095 finding and order is unlawful and urn'easonable
inasmuch as it permits AEP-Ohio to calculate the carrying costs
on deferred EDR delta revenues at the weighted average cost of
Xong-term debt without any evaluation of possible lesser-cost
alternatives. IEU-C7hio contends that the Commission
unreasonably accepted AEP-C)hio's proposal to use the average
cost of C8P and Ol''s long-term debt to calcttlate carrying costs
associated with EDR delta revenues without any inquiry as to
whether a different debt rate would be more appropriate.
ACP-Ohio argues that the regulatory treatment of carrying
costs proposed by IEU-C)hio is simplistic and should be
rejected, in that it believes that the selection of a carrying
charge rate should be driven pzedominantly by what results in
the lowest cost to customers, rather than by what is the most

appropriate rate.

(22) The Commission finds that IEU-tJhici s fourth assignment of
error is without merit. Despite 1F.U-C)hia's assertions that the
Commission made no inquiry into its proposal to utilize a
short-term debt rate, we specifically addressed and rejected its
proposal, finding that the use of long-term debt is a more
appropriate mechanfsm for calculating carrying charges.
Additionally, the groasids IEU-Ohio advances in support of its
argument have already been raised in its hearing brief in
09-1095. lEU-Ohio 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 assignnle.nt of error, IEUQhio argues that approval
of the recoveiy 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 ()9-109I-EI^FAC
(09-1094). IEU-Ohio contends that it is unreasonable to collect
delta revenues from customers through tlae FAC that have not
yet been found to be just and reasonable. AEP-(7hio asserts
that, as shown u1 09-872, CSP can be characterized as
recovering only a portion of the Ormet interim agreement
deferrals, as on3.y a portion of the reconciliation adjustment is
reflected in the current FAC rate. QP is not presently
recovering any of the Ormet interim agreement deferrals.
AF.P-Ohio claims that to the extent CSF'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 Commission finds that IEU-Ohio's fifth assignment of error
should be denied. Despite IEU-Ohio's arguments regarding
premature rc Covery, in the circumstances hereunder, we find
that recovery of the deferrals at issue is an incidenta! result of
AEP-014o's rates, as established by the OP proceedings, We
note that any deferrals associated with the Ormet nlterim
tigreement that are recovered will bE* subject to a true-up
following resolution of 09-1094 and any other cases affecting
recovery under the Chmet interiin agreement. In view of these
circumstances, IEU-0hio's fifth assignment of ertor should be
denied.
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It is, therefore,

-y-

ORDfiRED, That AEP-Ohio`s applicatlon for rehearing be granted in part, and
denied in part. ]t'ss, further,

ORDERED, That IEll-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 PUBLIC/41II.ITIES COMM[IaSION OF OHIO

Z^^...Z'f.
Paul A. ^'entvlella

Cheryl Ia. Roberto

RLH/GNS/sc

Entered in the Journal

W 2 4

Rene6 J. Jenkins
Secretary
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