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March 9, 2018

Indiana Utility Regulatory Commission
Attn: Ms. Mary Becerra

101 W. Washington Street, Suite 1500E
Indianapolis, IN 46204
mbecerra@urc.IN.gov

RE: City of Auburn’s Response to MTA’s Objection to Auburn’s Wholesale
Power Tracker and Fuel Cost Adjustment (30-Day Filing No. 50118)

Dear Ms. Becerra:

The City of Auburn, Indiana (“Auburn” or “City”) hereby submits its response, pursuant
to 170 IAC 1-6-7(c), to the objection submitted by Metal Technologies Auburn, LLC (“MTA”)
to the City’s 30-Day Filing No. 50118. Auburn will respond to MTA’s arguments in the
following paragraphs.

1. Auburn’s Proposal to Flow Back the AEP Credit to Customers Over 12 Months is
Reasonable and Prudent.

The basis for MTA’s objection is its opposition to Auburn’s proposal to flow back the
wholesale purchase power credit to be received from American Electric Power (“AEP”) to
customers over the course of two tracker proceedings instead of one. MTA Objection, at 1.
MTA also criticizes Auburn’s decision to allow AEP to hold the credit, as opposed to flowing it
back to customers, when the credit was originally identified in May 2017.

While MTA may be critical of Auburn’s proposal, Auburn structured its proposal in this
way for a number of specific reasons. First, Auburn allowed AEP to hold the credit instead of
immediately flowing it back to customers, because the last time AEP immediately flowed back
an entire credit of this magnitude, the credit was found largely attributable to timing and it
reversed itself in a significant fashion the following year causing a dramatic “yo-yo” effect in
customer rates. Auburn sought to avoid another potential timing and correction issue in this
instance by allowing AEP to hold the credit in escrow where it is earning interest at the FERC
rate.

Further, Auburn has not yet accepted the credit from AEP and therefore AEP has not yet
credited the money to Auburn. The credit has not yet hit Auburn’s books and has not been
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reflected in its wholesale power costs. Auburn does not yet have custody of the cash. Auburn
has requested that AEP credit it five (5) months’ worth of the credit and Auburn intends to flow
this money through to customers in its current tracker filing. Again, Auburn has elected to flow
through the money in two steps in order to avoid rate volatility and timing issues. The money
currently being held with AEP will continue to earn interest at the FERC rate until it is credited
to Auburn.

2. Auburn’s Proposal Does Not Violate the Terms of its Tariff.

MTA further contends that Auburn’s proposal violates the terms of its tariff. MTA
Objection, at 1. MTA’s argument rests on language in Auburn’s tariff which states “all projected
wholesale power costs will be reconciled with actual wholesale power cost and revenues
collected in the next tracker filing.” Auburn’s rate tariff, Appendix A, Part I (B).

Auburn’s proposal does not violate this language. The credit was accrued over a twelve
(12) month period and it is impractical, and a misreading of the language, to assert that Auburn’s
tariff requires reconciliation of a twelve (12) month credit over a five (5) month period. As
stated previously, Auburn made the prudent decision to delay flowing back the credit to allow
time for purchased power costs to correct and thereby avoid potential rate volatility. Plus to flow
through over a five month period a credit that accrued over twelve months necessarily produces
improper matching. The credit was accrued over a twelve (12) month period and therefore it
only makes sense that Auburn should flow back the credit over the same period.

3. Conclusion

In sum, the proposal set forth by Auburn in its 30-Day Filing to flow back the AEP credit
over two tracker proceedings is reasonable, prudent and does not violate its tariff. The parties
clearly disagree on this issue, and Auburn requests a meeting with the Indiana Utility Regulatory
Commission (the “Commission”) Staff and MTA to attempt to resolve this issue and continue the
filing through the recommendation and approval process outlined in 170 IAC 1-6.

If the parties are not able to reach a resolution of this issue within the 30-Day Filing
framework, Auburn would like the parties to at least reach an agreement on how the issue should
be resolved moving forward. Auburn sees two (2) potential resolutions:

(1) The Commission could approve the tariff as submitted through the 30-Day Filing
process with an agreement from Auburn that it will put the remaining credit into a
docketed proceeding. In this same vein, Auburn could calculate a rate which
completely excludes the credit and could push the entire $1.6 million credit into a
docketed proceeding; or

(2) Auburn could keep its existing power tracker in place and push the entire $1.6 million
credit into a docketed proceeding.
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Auburn is open to discussions with the parties of how best to handle this issue moving
forward at a meeting to be scheduled in the near future.

Sincerely,

Nicholas é:/\
NKK:jc

cc: Bette Dodd Via Email bdodd@lewis-kappes.com
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