
STATE OF INDIANA 

INDIANA UTILITY REGULATORY COMMISSION 

PETITION OF INDIANA MICHIGAN POWER ) 
COMPANY, AN INDIANA CORPORATION, FOR ) 
AUTHORITY TO INCREASE ITS RATES AND ) 
CHARGES FOR ELECTRIC UTILITY SERVICE, ) 
FOR APPROVAL OF: REVISED DEPRECIATION ) 
RATES; ACCOUNTING RELIEF; INCLUSION IN ) CAUSE NO. 
BASIC RATES AND CHARGES OF THE COSTS ) 
OF QUALIFIED POLLUTION CONTROL) 
PROPERTY; MODIFICATIONS TO RATE) 
ADJUSTMENT MECHANISMS; AND MAJOR ) 
STORM RESERVE; AND FOR APPROVAL OF ) 
NEW SCHEDULES OF RATES, RULES AND ) 
REGULATIONS. ) 

VERIFIED PETITION AND NOTICE OF INTENT TO FILE 
IN ACCORDANCE WITH MINIMUM STANDARD FILING REQUIREMENTS 

Indiana Michigan Power Company (I&M or Petitioner) respectfully petitions the 

Indiana Utility Regulatory Commission (Commission) for authority to increase its retail 

rates and charges for electric service rendered by Petitioner in the State of Indiana; for 

approval of: revised depreciation rates; accounting relief; inclusion in basic rates and 

charges of the costs of qualified pollution control property; modifications to rate adjustment 

mechanisms; and major storm reserve; and for approval of new schedules of rates, rules 

and regulations. Pursuant to 170 lAC 1-5-2(c), Petitioner hereby provides notice of its 

intent to file its case pursuant to the Commission's Minimum Standard Filing Requirements 

(MSFR) for an Expedited Rate Case (170 lAC 1-5-1 et seq.), which were established by 

the Commission to assist it in thoroughly and expeditiously reviewing a petition for a 

general rate change, to provide support for the rate petition and to reduce or avoid 



disputes. Petitioner's case-in-chief and workpapers are being filed contemporaneous with 

this Petition. In support of this Petition, Petitioner represents the following: 

1. Petitioner's Corporate Status. I&M, a wholly-owned subsidiary of American 

Electric Power Company, Inc. (AEP), is a corporation organized and existing under the 

laws of the State of Indiana, with its principal offices at One Summit Square, Fort Wayne, 

Indiana. Petitioner is a member of the East Zone of the AEP System, which is operated 

on an integrated basis pursuant to the AEP Interconnection Agreement, a Federal Energy 

Regulatory Commission (FERC) approved agreement, that defines the sharing of costs· 

and benefits associated with certain AEP East Zone affiliates' respective generating 

plants. 

2. Petitioner is engaged in, among other things, rendering electric service in the 

States of Indiana and Michigan. Petitioner owns, operates, manages and controls plant 

and equipment within the States of Indiana and Michigan that are in service and used and 
I 

useful in the generation, transmission, ;distribution and furnishing of such service to the 
I 

public. Petitioner has maintained and continues to maintain its properties in an adequate 

state of operating condition. 

3. Petitioner's Service Territory. I&M provides electric service to approximately 

586,000 retail customers within a servioe area covering approximately 8,260 square miles 

in northern and east-central Indiana and southwestern Michigan. In Indiana, Petitioner 

provides retail electric service to approximately 458,000 customers in the following 

counties: Adams, Allen, Blackford, DeKalb, Delaware, Elkhart, Grant, Hamilton, Henry, 

Howard, Huntington, Jay, LaPorte, Madison, Marshall, Miami, Noble, Randolph, St. 

Joseph, Steuben, Tipton, Wabash, Wells and Whitley. In Michigan, Petitioner currently 
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provides retail electric service to approximately 128,000 customers. In addition, 

Petitioner serves customers at wholesale in the States of Indiana and Michigan. 

Petitioner's electric system is an integrated and interconnected entity that is operated 

wi:thin Indiana and Michigan as a single utility. Petitioner's transmission system is under 

the functional control of PJM Interconnection, L.L.C., a FERC-approval regional 

transmission organization (RTO), and is used for the provision of open access non-

discriminatory transmission service pursuant to PJM's Open Access Transmission Tariff 

on file with the FERC. As a rrllember of PJM, charges and credits are billed to AEP and 

allocated to I&M for functional ~operation of the transmission system, management of the 

PJM markets, and general administration of the RTO. 

4. Petitioner's Utility Property. Petitioner renders electric service by means of 

electric production, transmission and distribution plant, as well as general property, 

equipment and related facilities, including office buildings, service buildings and other 
, 

similar properties which are used and useful in the generation, purchase, transmission, 
I 

distribution and furnishing of electric energy for the convenience of the public (collectively 

referred to as "Utility Property"). Petitioner's Utility Property is classified in accordance 

with the Uniform System of Accounts as prescribed by the FERC and approved and 

adopted by this Commission. 

5. Petitioner's "Public Utility" Status. Petitioner is a "public utility" under Ind. 

Code § 8-1-2-1 and is subject to the jurisdiction of this Commission in the manner and to 

the extent provided by the Public Service Commission Act, as amended, and other 

pertinent laws of the State of Indiana. Petitioner is also subject to the jurisdiction of the 
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Michigan Public Service Commission and the FERC as to electric service provided by 

Petitioner to retail customers in Michigan and to wholesale customers, respectively. 

6. Governing Statutes. Petitioner considers the provisions of Ind. Code §§ 8-1-2-

4,6,6.1,7,10,14,19,20,21,24,25,38,39,42,61,68 and 71, among others, to be 

applicable to this Petition. 

7. Petitioner's Existing Rates. I&M's existing retail rates in Indiana were 

established pursuant to the Commission's order in Cause No. 43306 based upl)n test year 

operating results for the twelve months ended September 30, 2007, adjusted for fixed, 

known and measurable changes. As shown by the Commission's 2011 Residential Bill 

Survey, I&M's rates are currently the lowest of all investor-owned utilities in Indiana. 

Petitioner is working to keep its rates low. 

8. The petition initi.ating Cause No. 43306 was filed with the Commission on 

June 19, 2007. Therefore, il1l accordance with Ind. Code § 8-1-2-42(a), more than fifteen 

months have passed since the filing date of Petitioner's most recent request for a general 

increase in its basic rates and charges. The Commission's Order in Cause No. 43306 

approved a Settlement Agreement subject to the condition that I&M initiate another general 

rate case no later than five years from the date of the Order. More recently, the 

Commission's February 23, 2011 Order in Cause No. 38702 FAC 62 S1 approved an 

agreement which provided for the potential filing of a general rate case by October 31, 

2011. The filing of this case satisfies these requirements. 

9. Petitioner's Operating Results Under Existing Rates. Since its rates and 

charges for electric service were last established, the energy industry has begun to change 

in ways that will transform the industry and require regulation to move beyond "business as 
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usual." Notwithstanding Petitioner's diligent efforts to continue to control costs, Petitioner's 

underlying revenue requirements have changed significantly. Environmental risks and 

costs have increased substantially due to regulations imposed by the United States 

Environmental Protection Agency. Petitioner has and must continue to make significant 

capital expenditures for additions, replacements and improvements to its Utility Property, 

largely as a result of environmental mandates. The open access requirements applicable 

to Petitioner's transmission system impose obligations and risks on Petitioner as a grid 

user and operator and require the way in which these costs are recognized for ratemaking 

purposes to be modernized. 

10. As a result, Petitioner's existing return upon its Utility Property is, and will 

continue to be, below the level required to permit Petitioner to earn a fair return upon the 

fair value of its Utility Property, to provide revenues which will enable it to continue to 

attract capital required for additions, replacements and improvements to its Utility Property 

and to comply with regUlatory mandates at a reasonable cost, to maintain and support 

Petitioner's credit, to assure confidence in Petitioner's financial soundness, and to earn a 

return on the value of its Utility Property equal to that available on other investments of 

comparable risk. 

11. As a consequence, Petitioner's existing rates and charges now are and will 

continue to be, insufficient to provide revenues adequate to cover its necessary and 

reasonable operating expenses and to provide the opportunity to earn the fair return to 

which Petitioner is lawfully entitled. Petitioner's existing rates, therefore, are unjust, 

unreasonable, insufficient and confiscatory and should be increased. Faced with large 

investment requirements in generation and environmental assets, it is imperative that 
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Petitioner be positioned to recover its costs, earn adequate and solid returns and provide 

the capital markets with confidence in its ability to support the required level of investment. 

12. Petitioner's Proposed Rates and Charges and Tariff Terms. Adequate rates 

are essential to allow Petitioner to achieve the financial results that will be necessary to 

attract needed debt and equity capital on reasonable terms, to comply with environmental 

and other mandates and to otherwise invest to meet the continued need to provide 

electricity within Petitioner's service area. Petitioner requests that new rates and charges 

and the associated accounting relief be authorized to enable Petitioner to realize a 

reasonable and adequate net operating income to render safe, adequate and continuous 

electric utility service to the public. As proposed in the case-in-chief Petitioner requests 

the Commission to approve an annual increase in revenues from basic rates in the total 

amount of $178,429,584. After accounting for offsets and decreases in existing rate 

adjustment mechanisms, this request results in a net annual increase in revenues of 

$148,649,121. If I&M's proposal is approved, I&M's rates and charges iwill remain 

comparatively low. 

13. Petitioner's proposed package appropriately balances customer and Company 

interests and is detailed in its case-in-chief filed contemporaneous herewith. As explained 

in this case-in-chief, this proposal includes the following: 

a. Qualified Pollution Control Property. Petitioner has been recovering 

previously approved Qualified Pollution Control Property construction cost and operating 

expense through its Clean Coal Technology Rider (CCTR). In this proceeding, Petitioner 

proposes to include these projects in Petitioner's rate base for purposes of determining 

basic rates and to reflect the associated operating expenses in Petitioner's revenue 
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requirement. Upon the implementation of new basic rates that reflect the capital .costs 

and operating expenses associated with these projects, Petitioner will discontinue the 

adjustment reflected in the CCTR as explained in Petitioner's case-in-chief. 

b. Depreciation Rates. Petitioner's current depreciation rates were 

approved in the Commission's June 13, 2007 Orders in Cause No. 43231 and 43306.', I&M 

seeks approval to revise its depreciation rates as proposed in its evidence to be presented 

in this proceeding. 

c. Major Storm Reserve. As explained in Petitioner's case-in-chief, 

Petitioner requests Commission approval to create a Major Storm Damage Restoration 

Reserve. 

d. Off-System Sales (OSS) Margin Sharing Rider. Petitioner proposes 

that all OSS margins be shared 50% to the customer and 50% td Petitioner as explained in 

Petitioner's case-in-chief. 

e. AEP Pool Capacity Settlements. Petitioner requests the capacity 

settlement I&M receives as a member of the AEP Pool be reflected in the revenue 

requirement as explained in Petitioner's case-in-chief. The icapacity settlement could 

logically be made in the form of a periodiC rate adjustment mechanism and Petitioner is 

willing to consider such an approach as an alternative to the method reflected in 

Petitioner's case-in-chief. 

f. PJM OATT and PJM Cost Rider. Petitioner requests Commission 

approval of proposed cost allocations and rate design, including the transition to the PJM 

Open Access Transmission Tariff (PJM OATT) and associated relief, including authority to 

modify the existing PJM Cost Rider to include a credit in the PJM Cost Rider related to the 
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settlement in FERC Docket No. ER09-1729 which concerned changes to the AEP 

Transmission Agreement that addresses the sharing of transmission costs and revenues. 

g. Carbon Capture and Storage (CCS) Front End Engineering Design 

(FEED) Study. Petitioner asks the Commission to include in Petitioner's revenue 

requirement CCS research and development costs as proposed in Petitioner's case-in

chief. 

h. Fair Return on Fair Value of Utility Property. Petitioner asks the 

Commission to approve a return on equity and a retum on the fair value increment of its 

Utility Property as explained in Petitioner's case-in-chief. 

i. Other Costs and Accounting Authority. Petitioner asks the 

Commission to recognize other costs for ratemaking purposes as reflected in Petitioner's 

case+in-chief, including the costs and benefits of a recent cost reduction initiative. 

Petitioner also seeks approval of the accounting relief discussed in Petitioner's case-in

chief, including the request to defer for future ratemaking recognition the costs incurred for 

the Electrical Vehicle Supply Equipment tariff. 

j. Tariff, schedules and Terms and Conditions of Service. Petitioner 

proposes to replace its existing rate schedules governing the electric utility service 

rendered by it with new schedules of rates and charges and terms and conditions 

applicable thereto. These changes are summarized in I&M's prefiled testimony and 

include, without limitation, increases in non-recurring charges and other changes for 

improved clarity and administrative simplification. The proposed rate schedules and 

revised tariff will be included in the exhibits that I&M will offer as evidence in this 

proceeding. 
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14. Test Year, Rate Base Cutoff Dates and Other Procedures. In this 

proceeding, Petitioner is utilizing a test year of the twelve (12) months ended March 31, 

2011, as adjusted for fixed, known and measurable changes; and the procedures 

provided for in the MSFR. Pursuant to 170 lAC 1-5-5, Petitioner is utilizing March 31, 

2011 as the general rate base cut off date. Pursuant to 170 lAC 1-5-5(4) the cost of 

plant, to the extent not offset by (A) growth in the depreciation reserve; (B) net 

contributions in aid of construction; (C) net customer advances, or (D) any combination of 

the foregoing, will be updated to a date prior to the evidentiary hearing on Petitioner's 

case-in-chief established in accordance with 170 lAC 1-5-2.1 (c)(2)(B). Petitioner also 

proposes to update rate base for a Major Project to a date to be determined by the 

presiding officer in accordance with 170 lAC 1-5-2.1 (c)(2)(C). The Major Project and 

requested relief are discussed below in accordanne with 170 lAC 1-5-5(5). Petitioner's 

capital structure may be based on the latest information available at the time of the final 

hearing in accordance with 170 lAC 1-5-5(6). 

15. Major Project. As contemplated by the Commission's February 23, 2011 

Order approving the Settlement Agreement in Cause No. 38702 FAC 62 S1, Petitioner 

will be replacing the Cook Plant Unit 1 turbine during the refueling outage scheduled for 

the fall of 2011. This turbine is expected to be placed into service by the end of October 

2011. The estimated cost of the Unit 1 turbine replacement is $139 million and is "Major 

Project" as defined in the MSFR. Petitioner is planning to file a claim with its insurance 

provider for the full amount of the turbine replacement. The extent to which the turbine 

replacement cost may be covered by insurance is not known at this time. In the case-in

chief and due to the potential insurance coverage for the cost of the turbine replacement, 
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the turbine replacement is reflected in rate base at zero net plant value cost for purposes 

of earning a ('return on" this plant. 

16. Petitioner proposes that the Major Project cutoff date be established to afford 

the Company an opportunity to update rate base (and depreciation) as of a date to be 

established by the presiding officer in accordance with 170 lAC 1-5-2.1 (c)(2)(C) to reflect 

changes in the turbine replacement cost as necessary or appropriate in light of the 

insurance claim. The amount that will be :included in rate base will not exceed the greater 

of $139 Million noted above or the updated amount Petitioner will file prior to the 

evidentiary hearing on I&M's case-in-chief. In the interim, I&M will file with the 

Commission and serve on all parties a monthly investment update and will certify the in

service date and actual cost of the project after completion in accordance with the MSFR. 

In the event the insurance matter is not be resolved within a time frame that will permit it 

to be addressed in this case, I&M seeks the opportunity to address this matter in a future 

case. To that end, I&M seeks accounting authority to defer the return on that part of the 

investment that is not covered by insurance for inclusion in I&M's next rate case. 

17. Request for Prehearing Conference and Preliminary Hearing and Procedural 

Schedule. Pursuant to 170 lAC 1-1.1-15(b), Petitioner requests that a date for a 

prehearing conference and preliminary hearing be promptly set by the Commission to 

address procedural matters and comply with 170 lAC 1-5-2.1 (c), including setting a 

procedural schedule that will allow completion of the case within ten (10) months in 

accordance with the MSFR, including fixing dates for the (A) filing of testimony; (8) plant 

cut date for updating the rate base to include the cost of all plant, which date shall be no 

later than the date the presiding office sets for the hearing on the utility's case-in-chief; 

10 



and (C) Major Project cutoff date for updating the rate base to include the cost of a Major 

Project, consistent with 170 lAC 1-5-5; (0) holding of hearings; (E) filing of post hearing 

briefs; (F) filing of proposed orders; and (G) filing of exceptions to any proposed Order. 

Ten months from the date of this filing is July 23,2012. 

18. Confidential Information. Petitioner intends to file a motion for protective 

order in accordance with 170 lAC 1-1.1-4 and to otherwise comply with 170 lAC 1-5-3. 

I&M and the OUCC have already entered into a nondisclosure agreement. To facilitate 

this proceeding I&M will tender a proposed form of nondisclosure agreement to other 

parties using a form considered reasonable in other cases. 

19. Customer Notification. In accordance with Ind. Code § 8-1-2-61 (a), I&M will 

publish notice of the filing of this Petition in a newspaper of general circulation published 

in each Indiana county in which I&M renders service. In accordance with 170 lAC 4-1-

18(c), I&M will furnish to each residential customer within forty-five (45) days of this 

Petition, a notice which fairly summarizes the nature and extent of the proposed changes. 

This notice will be provided via bill messaging, bill inserts, or similar mailings. 

20. Attorneys for Petitioner. The names and addresses of I&M's duly authorized 

representatives, to whom all correspondence and communications concerning this 

petition should be sent, are as follows:! 

Teresa E. Morton (Atty. No. 14044-49) 
Jeffrey M. Peabody (Atty. No. 28000-53) 
BARNES & THORNBURG LLP 
11 South Meridian Street 
Indianapolis, Indiana 46204 
Morton Phone: (317) 231-7716 
Peabody Phone: (317) 231-6465 
Fax: (317) 231-7433 
Morton Email: tmorton@btlaw.com 
Peabody Email: jpeabody@btlaw.com 
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WITH COURTESY COPIES TO: 

Matthew Satterwhite 
American Electric Power Service Corporation 
1 Riverside Plaza, 29th Floor 
Columbus, Ohio 43215 
Phone: (614) 716-1915 
Fax: (614) 716-2950 
Email: mjsatterwhite@aep.com 

Scott Krawec 
Indiana Michigan Power Company 
One Summit Square 
P.O. Box 60 
Fort Wayne, Indiana 46801 
Phone: (260) 408-3401 
Email: smkrawec@aep.com 

WHEREFORE, I&M respectfully prays that the Commission promptly conduct a 

prehearing conference and preliminary hearing and expeditiously make such investigation 

and hold such hearings as are necessary or advisable in this Cause, and thereafter make 

and enter appropriate orders within the ten month period provided by the MSFR: 

1) finding that the existing rates for electric service rendered by I&M in the State 

of Indiana are unjust, unreasonable, insufficient, confiscatory, and inadequate to provide a 

fair return on the fair value of Petitoner's Utility Property used and useful for the 

convenience of the public in rendering electric utility service; 

2) determining and, by order, fixing increased rates and charges to be imposed, 

observed and followed in the future by Petitioner in lieu of those so found to be unjust, 

unreasonable, insufficient and confiscatory; 
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3) authorizing and approving the filing by Petitioner of new schedules of 

increased rates and charges for electric service so as to provide just, reasonable, sufficient 

and nonconfiscatory rates; 

4) recognizing the costs associated! with the Cook Plant Unit 1 turbine 

replacement project as proposed by Petitioner; 

5) authorizing Petitioner to revise its depreciation rates as proposed in its 

evidence herein; 

6) approving the modifications to certain rate adjustment mechanisms, including 

Petitioner's proposal regarding the OSS Margin Sharing Rider and the PJM Rider, as 

proposed in I&M's evidence herein; 

7) approving the accounting relief and other requests set forth in I&M's Petition 

and in I&M's evidence herein; 

8) approving and authorizing I&M to implement various changes in the terms, 

conditions and provisions of I&M's tariff for electric service rates as proposed in I&M's 

evidence; and 

9) granting such other and further relief to Petitioner as may be appropriate and 

proper. 
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Dated this f)a day of September, 2011. 

Teresa E. Morton (No. 14044-49) 
Jeffrey M. Peabody (No. 28000-53) 
BARNES & THORNBURG LLP 
11 South Meridian Street 
Indianapolis, Indiana 46204 
Morton Phone: (317) 231-7716 
Peabody Phone: (317) 231-6465 

Respectfully submitted, 

INDIANA MICHIGAN POWER COMPANY 

<~.-----.\ , 
By: \\~~\lv!tJ'<,-:T£: 

Paul Chodak III 
President and Chief Operating Officer 

Attorneys for INDIANA MICHIGAN POWER COMPANY 
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STATE OF INDIANA ) 
) SS: 

COUNTY OF ALLEN ) 

AFFIDAVIT 

Paul Chodak III, being first duly sworn, upon oath, deposes and says that he is the 

President and Chief Operating Officer of Indiana Michigan Power Company, the Petitioner 

in the above-entitled Cause; that as such he executed the above and foregoing Petition 

and has authority so to do; that he has read said Petition and knows the contents thereof; 

and that the statements and representations therein contained are true to the best of his 

knowledge, infdrmation and belief. 

Paul Chodak III 

Subscribed and sworn to before me, a Notary Public, in and for said County and State this 
~ day of September 2011. 

I am a resident of Allen County, Indiana. 
My commission expires: March 6, 2015 
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CERTIFICATE OF SERVICE 

The undersigned hereby certifies that two copies of the foregoing Verified Hetition, 
Notice Of Intent To File In Accordance With Minimum Standard Filing Requin3ments 
and Petitioner's Case-in-Chief and Workpapers were served this 23rd day of 
September, 2011, by hand delivery upon the Office of the Utility Consumer Counselor, 
PNC Center, 115 W. Washington St., Suite 1500 South, Indianapolis, Indiana 46204. 

Courtesy copies of the foregoing were also provided to the following via United 
States Postal Service: 

Jerome E. Polk, Esq. 
Polk & Associates, LLC 
101 West Ohio Street, Suite 2000 
Indianapolis, Indiana 46204 

Bette J. Dodd 
Timothy L. Stewart 
Lewis & Kappes, P.C. 
One American Square, Suite 2500 
Indianapolis, Indiana 46282 

Michael B. Cracraft 
Hackman Hulett & Cracraft, LLP 
111 Monument Circle, Suite 3500 
Indianapolis, Indiana 46204 

Damon E. Xenopoulos 
Brickfield, Burchette, Ritts & Stone, PC 
1025 Thomas Jefferson Street, NW 
Eighth Floor, West Tower 
Washington, DC 20007 

Kerwin Olson 
Zac Elliot 
Citizens Action Coalition 
603 E. Washington Street 
Suite 502 
Indianapolis, Indiana 46204 

Shaw R. Friedman 
Friedman & Associates, P.C. 
705 Lincolnway 
LaPorte, Indiana 46350 

Robert W. Wright 
Dean-Webster & Wright, LLP 
50 South Meridian Street, Suite 500 
Indianapolis, Indiana 46204 

I 

~2rl~ 
Teresa E. Morton . 

INDSOl l292558v3 
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