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In the Matter of the Application )
of Columbus Southern Power Company and ) Case No. 05- 3 76 -EL-UNC
Ohio Power Company forAuthority to )
Recover Costs Associated with the )
Constrnction and Ultimate Operation of an )
Integrated Gasification Combined Cyole ) .
Electric Generating Facility ) 7)

APPLICATION C

o

cn ryRI

to ?
INTRODUCTION C^ . ^a

O

1. Columbus Southern Power Company (CSP) and Ohio Power Company (OP)

0
(collectively, the Companies) are public utilities and electric light compames as those

terms are defined in §§ 4905.02 and 4905.03(A)(4), Ohio Rev. Code, respectively.

2. The Companies also are electric distribution utilities (EDU) as that term is defined in

§ 4928.01(A)(6), Ohio Rev. Code.

3. The Companies are eleclric utility operating company subsidiaries of American

Electric Power Company, Inc. (AEP).

4. Pursuant to §§ 4928.35(D) and 4928.14, Ohio Rev. Code, the Companies (as EDUs)

are required to provide a firm supply of generation service to their customers: a) who

have not switched to a Competitive Retail Electric Service (CRFS) provider, b) who

have switched to a CRES provider and then defanlt back to their respeciive

Company's generation service because the CRES provider has failed to deliver

generation serviee; or c) who simply choose to return to their respective Company.

This statutory requirement recently has been characterized by the Commission as a

Tnis io to certify tLat the iuagec apPeari-12$ 3re an
accurat^. and cor^leta rwgsorluctioa< of a ottae file

document Llelivered in tle
ro0ular aauree o£ bua ss r
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Provider of Last Resort (POLR) obligation (In the Matter of the Application of

Cîumbua Southern Power Comoany and Ohio Power Cornoanv for Appmval of a

Post-Market Development Period Rate Stabilization Plan), Case No. 04-169-ELIJNC

(the RSP case) January 26, 2005 Opinion and Order, pp. 27, 29, 37, 38).

5. In its RSP Opinion and Order the Commission authorized the establishment of a

POLR charge. (p. 27). Elsewhere in its Opinion and Order the Commission stated

that the Companies "will be held forth as the POLR to consumers.... Consistent with

Ohio law, the POLR designation places expectations upon EDUs; the companies must

have sufficient capacity to meet unanticipated demand." (p. 37). The Commission

urged the Companies "to move forward with a plan to constrtut an integcated

gasification combined-cycle (IGCC) facility in Ohio." (Id.). In that connection, the

Commission stated that it `9s exploring regulatory mechanisms by which utilities,

given their POLR responsibilities, might recover the, costs of these new facilities."

(p. 38).

6. As part of their futfillment of their ongoing POLR responsibility, the Companies are

prepared to embark on the path toward consteuction of a 600 MW IGCC facility at a

site in Ohio. On a preliminary basis the Companies have asked the PJM RTO to

analyze the impacts of locating a 600 MW facility in Meigs Coturty, Obio in the Great

Bend area. The Companies will share in the costs of the IGCC facility based upon

the retail loads of each Company during the expected operating life of the facility.

IGCC technology represents an advanced form of coal-based generation that

offers enhanced environmental performance. The integration of coal gasification
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technology, which removes pollutants before the gas is burned, with combined cycle

technology results in fcwer emissions of nitrogen oxide, sulfur dioxide, parttieulates

and meroury, in addition to lower carbon dioxide emissions. The Companies believe

that construction of an IGCC facility presents an economical and environmentally

effective option for their long-term fulfillment of their POLR obligation. This is

particularly true in light of natural gas fael price projections and volatility, and

increasingly restrictive environmental requirements for existing and future coal-fired

generation which must be anticipated as a matter of prudent platming, including, for

example, the potential of significant capital expenditures related to rehvfitting .

traditionally built pulverized coal fired generating facilities. In addition, IGCC has

many financial benefits, including its:

• Superior eiTiciency with lower priced Eastern bituminous coa1,

• Superior environmental perfonnance,

• Adaptability to carbon capture and disposal, to confonn to anficipated future

emission reduction laws and regulations, and

• Potential for by-product sales opportunities.

The Companies will submit in this docket a more detailed discussion outlinung the

technological and economic benefits associated with an IGCC facihty.

The large investment for IGCC now will yield greater long-term adaptability

to many environmental regulatory scenarios of the future. The following chart

provides extensive data comparing the cost and operational specifications of IGCC to

3

00003



Iraditional pulverized coal (PC) processes, as well as natural gas combined cycle

(NGCC) - a parallel process to IGCC, but with a costlier fuel source. The data were

compiled by the Electric Power Research Institute, and are based on nationally

accepted economic assumptions regarding fuel costs, heat rates and Snancial

expemlitures.

Techralogy PC
Subaritieal

PC
Suparcrittcal

IGCC
(E-Gas)
WI Spare

IGCC
(E-Gas)
No Spare

NGCC
High CF

NGCC
Low CF

Total Plant Cost,
ffi/kW

1,230 1,290 1,350 1,250 440 440

Totai Capital
Rt4uiremau. S/tW

1,430 1,490 1,610 1,490 475 475

P'ixed O&M, SdkW-

Yr

40.5 41.1 56-1 52.0 5.1 5.1

Vzriable0&M,
SlMIVh

1.7 1.6 0.9 0.9 2.1 2.1

Avg. Heat Rate,
litwkwb (nHV)

9,310 8,690 8.630 8,630 7,200 7,200

Capaoity Faclar % 80 80 80 so 80 40
Levelized Fuel CosS
S/Mbtu (2003S)

1.50 1.50 1.50 1.50 5.00 5.00

Czpital, S/MWh
(1-evelized)

25.0 26.1 ?8.1 26.0 8.4 16.9

08cM, S/MWh
(Levdizod)

7.5 7.5 8.9 8.3 2.9 3.6

(^el'81lNWh I 14.0 I 130 + 119 I 12.9 I 36.0 I 36.0

Soorce: Blectrit Powv Panrch 4sfdute

As shown, the ineremental cost difference in the levelized cost of electricity

between IGCC and other technologies is relatively snlall. However, the savings with

IGCC in the event of retrofitting for future carbon capture regulations are significant,

as will be supported in the Companies' more detailed discussion.
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7. In order to proceed, however, the Companies must have an approved mechanism by

which costs associated with constructing and operating such a project throaghout the

life of the facility can be renovered in rates authorized by the Commission.

Therefore, consistent with the Commission stateanents noted above, the Companies

subniit this application in which they propose a threo-phase regulatory mechanism for

recovering their costs, including carrying costs, associated with meeting their POLR

responsibilities. As descn'bed in greater detail below:

In Phase I, the Companies would recover during 2006 the
aatoal dollars they wi11 have spent on the IGCC facility up
to the time of the execution of an Engineering, Procurement
and Construction (EPC) conaract (approximately in June
2006);

In Phase II, beginning in 2007 through the time the IGCC
facility goes into commercial operation, the Companies
would recover a carrying charge on their construction costs
incurred from the execution of the EPC contract until the
beginning of Phase III; and

In Phase III, which woutd last thmugh the commercial life
of the IGCC facility, the Companies would collect a return
on as well as a return of their investment in the facility; and
would collect their operating expenses, including fuel and
consumables, through rates authorized by the Commission.

PHASEIRECOVERY

7. The Companies propose to recover certain IGCC costs in 2006 as a temporary

generation rate surcharge on the standard service rate schedules authorized in the RSP

order. Those costs, which are projected to total approximately $18 million, are the

actual costs incurred through February 28, 2005 (Actual Costs) as well as the costs

projected to be incurred from March 2005 until the Companies enter into the EPC
5
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contract which is currently estimated to oocur in June 2006 (Projected Costs). To

begin recovering these Actual and Projected Costs, the Companies propose that they

be authorized to assess a generation rate surcharge on the standard service rate

schedules authorized in the RSP order, effective with the fust bilHng cycle in January

2006. The surcharge would remain in effect for 12 billing raonths. Any customer

that receives its generation service from a CRES provider during any portion or all of

this period will avoid the suroharge for such period of time.

9. The Actual Costs amount to $932,000. These costs, which have been defeired,

generally relate to the following categories of activities:

nwn.smelAtecBr

Cut - ..

`detAati]7au : '..
F bYa 2E05.

Sqd S l45

uSidcSmices S 342

New cM=eon iabm s ao
' Enynccnnzsavicec I.abur E 248

intaoattsL«aM COMMM Over6wd S 82

sra $ 35

otaf CcietaNon Cueh S 932

aercmnection 5

OhI tB(H'^AAM'^I,OA c f

..... ........ .^
"/^-..:. _̂^..;...:. .-:_

Aq4y' e :_û'^ti ^:.1 I
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10. The Projected Costs are estimated to be $17 million. The costs generally relate to the

following categories of activity.

naam.nr.soea

o . ;

: lYIafsL 29^.: ` :

oping Study/Front End Engincering and
i $ 9,75

tsideServices $ 1,10
4ew Generation Labor $ 5

n ' cerio ServicesLabnr $ 1,2401

Other Intemsl Labor azW PgFpprate Overhead S 1.1031

x nses $ 89

otat Oaierrtion C . 16,62

nterconnection $

otal lntersaonectiun Cosls

11. The proposed Pbase I saroharge to the standard service rate schedules, as determined

using a peak demand allocation and projected energy, would be as shown in the

following chart.

Columbus Southern Power ComQany
Rate Schedule Surcharee

(R̀&Wh)

R-R, R-R-1, RLM, RS-ES and RS-TOD 0.05801
GS-1 0.04987
GS-2 0.05083
GS-3 0.03935
GS-4,IRP-D 0.03337
SBS 0.04070
SL 0.01661
AL 0.01893
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Ohio Power Comnanv
Rate Schedule Sure e

(¢/kWh)

RS, RS-ES, RS-TOD and RDMS 0.03933
GS-1 0.04441
GS-2 and GS-TOD 0.04543
GS-3 0.03262
GS-4, IItP I3 0.02664
EHG 0.04838
EFIS 0.06258
SS 0.04965
OL 0.00961
SL 0.00958
SBS 0.03174

For residential customers using 1,000 Kwh per month, the monthly surcharge

would amount to 58¢ and 39¢ for CSP and OP, respectively.

PHASE II RECOVERY

12. Beginning with the first billing cycle in 2007 and through the last billing cycle before

the IGCC plant is in commercial operation (currently estimated to occur in mid-

2010), the Companies propose that they be authorized to collect an annually levelized

carrying charge on the cumulative construction costs (including the carrying costs

deferred after the EPC contract is executed and through the end of 2006) through a

generation rate surcharge on the standard service rate schedules authorized by the

Commission. The carrying charge would be based on each Companies' respective

weighted average cost of capital, using an 11.75% return on equity, applied to each

company's Const►vction Work in Process for the IGCC facility at the end of each

month. During this period the Companies would not capitalize any canying charges

recovered pursuant to the Phase I and Phase II recovery provisions.

8
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The generation rate surcharge will be in addition to the standard service offer

generation rates authorized in the RSP order during the first portion of this recovery

phase, i.e. from the first billing cycle in 2007 until the last billing cycle of 2008.

From the first billing cycle of 2009 until the next phase of recovery (Phase III) begins

with commercial operation of the IGCC facility, the surcharge will be in addition to

the standard service offer generarion rates authorized by the Commission for that

period oftime. Any customer that receives its genention service from a CRES

provider during any portion or all of these periods will avoid the surcharge for such

period of time. The current projection of the total cost of constmction of the IGCC

facility, without carrying costs, is $1,033,000,000. The estimated carrying costs are

$237,488,000. The surcharges, based on those estimated caaying costs, calculated in

the same manner as the Phase I surcharges for each company for 2007, 2008, 2009

and 2010 are estimated to be:

Cotumbus Southern Power Comnanv
Rate Schedule Surcharee (^/kWh)

2007 2008 2009 2010

R-R, R-R-1, RLM, RS-ES and RS-TOD 0.03553 0.16667 0.32329 0.38721
GS-1 0.03054 0.14326 0.27789 0.33282
G5-2 and GS-TOD 0.03113 0.14603 0.28325 0.33924
GS-3 0.02410 0.11306 0.21929 0.26265
GSA, IRP D 0.02043 0.09586 0.18593 0.22269
SBS 0.02492 0.11693 0.22680 0.27164
SL 0.01017 0.04773 0.09258 0.11088
AL 0.01159 0.05439 0.10551 0.12637

9
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O 'oPowerComuany
Rate Schedule Surchar,ge (¢/kWh)

2007 2008 2009 2010

RS, RS-ES, RS-TOD and RDMS 0.02420 0.11423 0.22298 0.26432
GS-1 0.02733 0.12898 0.25177 0.29846
GS-2 0.02795 0.13193 0.25753 0.30529
GS-3 0.02008 0.09475 0.18495 0.21924
GS-4, iRP-D 0.01640 0.07738 0.15104 0.17905
EHG 0.02977 0.14050 0.27425 0.32511
EHS 0.03851 0.18173 0.35475 0.42053
ss 0.03055 0.14418 0.28145 0.33364
OL 0.00591 0.02790 0.05447 0.06456
SL 0.00589 0.02781 0.05429 0.06436
585 0.01953 0.09219 0.17996 0.21333

The Companies also request specific accounting authority to defer on their

books the carrying cost accrued during the period of time from the execution of the

EPC contract and the commencement of carrying cost recovery in the second phase of

cost recovery (Srst billing cycle of 2007) and to amortize those carrying costs over

the twelve months in 2007.

PHASE IlI RECOVERY

13. Prior to the Companies placing the IGCC facility in commercial operation, the

Companies will file with the Comnrission an IGCC Recovery Factor that would be

based on a return on as well as a retum of the investment in the facility, as well as

operating expenses, including fuel and consumabies. In other words, the IGCC

facility would be treated as if it were a single asset regulated utility. After a hearing

and showing that costs are reasonable, the Conunission will approve the IGCC

Recovery Factor. The IGCC Recovery Factor would be subject to future

Commission-approved adjustment for changes in relevant factors, such as 1GCC

10
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investment level, customer load, appropriate rat.e of return, life expectanoy of the

facility and operating expenses. Moreover, the IGCC Recovery Factor will be

adjusted anmually to reflect changes in the costs of fuel and consmnables since the

IGCC Recovery Factor was most recently set, and any prior over-or under-recovery

of actual costs of fuel, which include purchased power, and consumables. In this

regard, the Companies request accounting authorityto praetice deferred accounting

for over/under recoveries of the costs of fuel and consumables.

The Commission-approved IGCC Recovery Factor will be compared to the

Commission-appmved standard service offer for the applicable period and an IGCC

Adjustment Factor will be calculated to reflect the revenue diflbrence between the

IGCC Recovery Factor and the Commission-approved standard service offer. The

IGCC Adjustment Factor will be reflected as a charge or credit to the Companies'

appmved distribution rate schedules and will continue for the period that the

particular standard service offer and IGCC Recovery Factor are in effect. The IGCC

Adjustment Factor and resulting charge or credit will be revised throughout the life of

the iGCC facility as the Commission approves a change to the Companies' standard

service offer and as the IGCC Recovery Factor changes.

If the Comniission has not issued a final order conaerning an IGCC Recovery

Factor filing within 90 days of the Companies' filing, the proposed IGCC Recovery

Factor will bacome effective on an interim basis and will remain in effect until such

time as the Commission's final order is implemented. The Conxmission's final order

11
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wiIl provide for a reconciliation of the authorized IGCC Recovery Factor as

compared to the interim IGCC Recovery Factor that had been in effect.

14. The Companies recognize that the actaal revenues collected during the first and

second phases of cost recovery are likely to result in either an over- or under-

recovery ofthe actual revenues intended to be recovered. This is due to variations in

actual customer loads and actual expenditure levels from projections used in

establishing the surcharges in those two phases. Therefore, the Companies propose

that monthly, throughout Phases I and II, the net of the over- and under- recovered

revenues be subtracted from or added to the Consttuction Work in Pmcess accounts

fbr the IGCC facility which upon commercial operation will be used in determining

the IGC'iC Recovery Factor during the third phase of recovery.

OTHER RSP IMPACTS

15. The portion of the Companies' request in this application for IGCC-related revermes

pursuan to the provision of the RSP order which pernrits the Companies to request

additio*l generation rate increases above the fixed generation increases. (See

during the three-year rate stabilization period (2006-2008) is not being submitted

Opinion^ and Order, January 26, 2005, Case No. 04-169-EL-UNC, pp. 21,22).

Nonethdlless, in light of the environmental compliance capabilities of the IGCC

facility, Ome parties might believe that the revenues collected pursuant to this

application during the rate stabilization period should be used to reduce the amounts

of additional generation rate increases the Companies ean request under the RSP. In

recogmtllIon of that concern, the Companies propose that the IGCC-related revenues

12
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collected through surcharges during the rate stabilization period will be tracked and

those amounts will be considered as reducing the amounts of additional generation

rate increases that each Company can request under the RSP.

Further, additional revenues colleoted pursuant to this application during 2006

and 2007 will not be considered as part of the generation rate levels which will be

increased by 3% and 7%, for CSP and OP respectively, in 2007 and 2008 pursuant to

the RSP order.

In light of the POI.R obligation resting on EDUs in Ohio and the fact that the

Companies do not have an aff•itiated CRES provider, the Companies do not believe

that they are required to corporately separate. Since corporate separation might be

required after the rate stabilization pexiod, the Companies request, as part of this

application, any waiver that would be neadad to permit the Companies, as EDUs, to

retain ownership of the IGCC facility.

CONCLUSION

16. The Companies' construction and operation of an IGCC facility in Ohio, with assured

cost recovery, are consistent with the Governor's charge to the Commission and other

state agencies "to enhance the business climate in Ohio as it competes on a regional,

national and global basis for economic development projects." (RSP Opinion and

Order, p. 37). It also is consistent with the Commission's observation that the state's

policy is to provide customers a"future secure in the knowledge that elecuicity will

be available at competitive prives." (1d). This facility will help fnlfifl the

Companies' POLR obligation, and thereby encourage lousiness development in their

13
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service areas. Moreover, the facility itself will create valuable jobs in an

economicaIIy depressed area of Ohio. It is expected that consfruo6on employment

will peak at about 1900 jobs. Ongoing operation of the IGCC facility should result in

about 125 pemnanent jobs. The IGCC facility is expected to produce about $10

million per year in state and local tax revenue. All the while, Ohio's environment

will be 'smproved by having this new "enviromnentally friendly" generating facility

which will be capable of using competitively priced Ohio high sulfur coal to meet the

Companies' customers' default demand for electric energy.

17. Cost recovery throughout the life of the IGCC facility needs to be addressed at the

outset for the Companies to pursue construction of the facility. Therefore, the

Companies request that the Commission expeditiously approve this application so

that they can proceed with bringing IGCC technology to their customers and to Ohio.

In this regard, the Companies request that the Commission establish a procedural

schedule to cansider this application.

Daniel R. Conway (614) 227-2270
Porter Wright Motris and Arthur LLP
41 South High Street
Columbus, Ohio 43215-6194
Fax: (614) 227-2100
dconwayCa) porterwrieht.com

Respectfnlly submift],

^
Marvin I. Resnik (614) 716-1606
Sandra K. WiIIiams (614) 716-2037
American Electric Power Service

Corporation
1 Riverside Plaza, 20 Floor
Columbus, Ohio 43215
Fax: (614) 716-2950
miresnikCaTaen.com
swilliams(@xeo.com

Counsel for Columbus Southecn Power Company and Ohio Power Company
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BEFORE
THE PUBLIC UTILITIES CO1Vi1YIISSION OF OHIO

In the Matter of the Application of Colnmbus )
Southem Power Company and Ohio Power ) Case No. 05-376-EL-UNC
Company for Authority to Recover Costs ) N
Associated with the Ultimate Construction and ) o
Operation of an Integrated Gasification Combined
Cycle Eiectric Generating Facility.

C-)
COLUMBUS SOUTHERN POWER COMPANY'S AND OHIO PIOWER-m

COMPANX'S FIY.ING OF COMPLIANCE TARIFF
r
0

1. Columbus Southem Power Company and Ohio Power Company (collectively, the

Companies) are public utilities and electric light companies as those terms are

defined in §§ 4905.02 and 4905.03(A)(4), Ohio Rev. Code, respectively.

2. The Companies also are electric distribution utilities (EDU) as that term is defined

in § 4928.01(A)(6), Ohio Rev. Code.

3. The Companies are electric utility operating company subsidiaries of American

Electric Power Company, Inc. (AEP).

4. On March 18, 2005, the Companies filed an application in this matter requesting

approval of a mechanism by which to recover the costs associated with the

construction and operation of an integrated gasification combined cycle ("IGCC")

electric generation facility in Ohio.

5. On April 10, 2006, the Commission issued an Order in this matter finding, among

other things, that it has the authority to approve a mechanism that grants recovery of

Tni.a 5.e to caxtity that the ?.^a an
dCCUrh't0 %indY Ct]iq,"v'+t9 ,°„&Qr6&Yectio)7 oi t: ^NdtiS i17.u^
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the costs of the IGCC plant proposed by the Companies,' and that as such it was

appropriate to "take the initial step of approving Phase I cost recovery mechanism of

the application."Z

6. Phase I costs are defined as those expenditures that will be incurred up to the point

of entering into engineering, procurement and consttucl5on contraot These costs

include expenses associated with the GE/Bechtel scoping study; the GE.Bechtel

Front End Engineering and Design ("FEED") process; outside services and intemal

costs associated with defining the costs for items outside of the engineering,

procurements and construction ("EPC") contract scope; AEP's intennrl costs for

envitronmenta[ permitting; and AEP's internal costs for project management.

7. During the hearing held in this matter, the Companies estimated that these Phase I

pre-construction costs would be approximately $23.7 million. The Companies

requested that they be pennitted to recover these dollars over a 12-month period as a

by-passable generation rate surcharge applied to the standard service rate schedules

approved by the Commission in the Companies' Rate Stabilization Plan proceeding

(Case No. 04-169-EL-UNC). The proposed surcharges were set out in the pre-filed

Supplemental Testimony of Companies' witness David Roush filed August 3, 2005.

(Companies. Ex. 7A, DMR Exhibit 3(Sl)).

8. In the April 10, 2006 Order, the Commission ordered the Companies to file, for its

approval, tariffs and customer notices to recover costs associated with Phase I pre-

consttuction costs for the IGCC plant 3

' Order at page 18.
z ld at page 20.
3 fd.atpage23.
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9. As directed by the Commission, the Companies are filing their compliance tariffs in

order to implement charges that will permit them to recover the Phase I costs

associated with the IGCC plant. The proposed charge is to be collected over a 12-

month period beginning with the first billing cycle in June 2006. The charge will be

a generation rate surcharge applied to the standard service rate schedules. The tariff

sheets reflecting the new charge are appended to this Application as Attachment A

and consist of the table of contents (sheet 1-2), individual schedule sheets containing

the table of applicable riders, the IGCC Cost Recovery Charge Rider (sheet 76-1),

and the Open Access Distribution cross reference (sheet 1-2D) for each Company.

10. Attachment B to this filing contains the Companies' proposed notice to be sent to

customers that explains the new charge.

11. The Companies request that the Commission approve the new tariff rates, to be

effective the first billing cycle in June 2006, as well as the proposed customer

notice.

otfuily submitted, .

Marvin I. Resnik
Sandra K. Williams
American Electric Power Service Corporation
1 Riverside Plaza, 29s' Floor
Columbus, Ohio 43215
(614) 716-1606
Fax: (614) 716-2950
E-mail: miresnikCala.ep.com

COUNSEL FOR COLUMBUS SOUTHERN
POWER COMPANY AND OHIO POWER
COMPANY
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CERTIFICATE OF SERVICE

I hereby certify that a copy of Colunilrus Southern Power Company's and Ohio

Power Company's Filing of Compliance Tariff was served by electronic mail or First-

Class U.S. Mail upon counsel identified below for all parties of record this 20 day of

April, 2006.

PARTIES OF RECORD

Steven T. Nourse
Thomas McNamee
Attomey General's Offcce
Public Utilities Commission of Ohio
180 East Broad Street, 9`n Floor
Columbus, Ohio 43215-3793

Joseph Condo
Calpine Corporation
250 Parkway Drive, Suite 380
Lincolnshire, Illinois 60069

David Boehm
Michael L. Kurtz
Boehm, Kurtz & Lowery
36 East Seventh Street, Suite 1510
Cincinnati, Ohio 45202

Thomas L. Rosenberg
Jessica L. Davis
Roetzel & Andress, LPA
National City Center
Twelfth Floor
155 East Broad Street
Columbus, Ohio 43215

William A. Adams
Dane Stinson
Bailey Cavalieri, LLC
10 West Broad Street, Suite 2100
Columbus, Ohio 43215-3422

4

Jeffrey L. Small
Kimberly W. Bojko
Assistant Consumers' Counsel
Ohio Consumers' Counsel
10 West Broad Street, Suite 1800
Cotumbus, Ohio 43215-3485

Kathy J. Kolich
FirstEnergy Corp.
76 South Main Street
Akron, Ohio 44308

Samuel C. Randazzo
Lisa McAlister
McNees, Wallace & Nurick
Fi$h Tbird Center
21 East State Street, 17ie Floor
Columbus, Ohio 43215

Thomas E. Lodge
Carolyn S. Flahive
Thompson Hine LLP
10 West Broad Street, Suite 700
Columbus, Ohio 43215-3435

Evelyn Robinson
Green Mountain Energy Company
5450 Frantz Road, Suite 240
Dublin, Ohio 43016
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John W. Bentine
Joseph C. Piclcens
Bobby Singh
Chester, Wilcox & Saxbe LLP
65 E. State Street, Suite 1000
Columbus, Ohio 43215-4213

David C. Rinebolt
Ohio Partners for Affordable Energy
231 West Lima Street
P.O. Box 1793
Findlay, Ohio 45839-1793

M. Howard Petricoff
Vorys, Sater, Seymour and Pease LLP
52 East Gay Street
P.O. Box 1008
Columbus, Ohio 43216-1008
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Attachment A

COLUMBUS SOUTHERN POWER COMPANY
AND OHIO POWER COMPANY

COMPLIANCE TARIFF

Filed pursuant to Order in Case No. 05-376-EIrUNC
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COLUMBUS SOUTHERN POWER COMPANY

COMPLIANCE TARIFF

Filed pursuant to Order in Case No. 05-376-EL-UNC
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COLUMBUS SOUTHERN POWER COMPANY

P.U.C.O. NO. 6

TABLE OF CONTENTS

in Revised Sheet No. 1-2
Cancels Orginal Sheet No. 1-2

AL
1

Private Area Lightiag 41-1 thm 41-3 Cyde 1 January
2006

PA Pole Attachment 43-1 thru 43-2 Cyde 1 January
2006

Supp. No. 6 Additional Facilities 50-1 thru 50-2 Cycle i January
2006

Supp. No. 6A Additional Fadlities 51-1 thm 51-2 Cycle 1 January
2006

Supp. No. 18 Church and School Service 52-1 Cyde 1 January
2006

Supp. No. 21 PublicAuthority-Delayed Payment 53-1 Cyde 1 January
2006

Universal Service Fund Rider 60-1 Cyde 1 January
2006

Energy Effidency Fund Rider 61-1 Cycle 1 January
2006

KWH Tax Rider 62-1 Cyde 1 January
2006

Gross Receipts Tax Credit Rider 63-1 Cycle 1 January
2006

Property Tax Credit Rider 64-1 Cycle 1 January
2006

Municipat InrAme Tax Rider 85-1 Cyde 1 January
2006

Franchise Tax Rider 66-1 Cycle 1 January
2006

Regulatory Asset Charge Rider 67-1 Cycle 1 January
2006

Provider of Last Resort Charge Rider 69-1 Cyde 1 January
2006

Electronic Transfer Rider 70-1 Cycle I January
2006

Emergency Curtailable Service R'xier 71-1 thru 71-3 Cycle 1 January
2006

Price Curtailable Senrice Rider 72-1 thru 72-3 Cycle 1 January
2006

Monongahela Power Litigation Terminahon 73-1 January 1. 2006
Rider
PowerAc isition Rider 74-1 Janua 1, 2006
Transmission Cost Recovery Rider 75-1 January 1, 2006
Emergeney Elechical Procedures 90-1 thm 90-9 Cyde 1 January

2006
IGCC Cost Recovery Charge Rider 76-1 Cyde 1 June

2006

Filed pursuant to Order dated April 10, 2006 in Case No. 05376-EL-UNC

Issued:
Issued by

Kevin E. Walker, President
AEP Ohio

Effective: Cycle i June 2006
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COLUMBUS SOUTHERN POWER COMPANY 1'1 Revised Sheet No. 10-3
Cancels Original Sheet No. 10-3

P.U.C.O. NO. 6

SCHEDULE R-R
(Residential Service)

Load Management Water Heafina Provision (Cont'd)

This provision, however, shall in no event apply to the Tirst 200 KWH used in any month, which
shall be billed in accordance with the "Monthly Rate" as set foAh above.

For purpose of Ous provision, the on-peak billing period is defined as 7:00 AM to 9:00 PM local
time for all weekdays. Monday through Friday. The off-peak billing period is defined as 9:00 PM to 7:00
AM for all weekdays, all hours of the day on Saturdays and Sundays, and the legal holidays of New
Year's Day, Pres¢tents Day, Memorial Day, Independence Day, Labor Day, Thanksgiving Day and
Christmas Day.

The Company reserves the right to inspect at all reasonable times the load management storage
water heating system and devices which quality the residence for service under the Load Management
Water Heafing Provision, and to ascertain by any reasonable means that the time-differenfiated load
characteristfcs of such devices meet the Company's specifications. If the Company finds that in its sole
judgment the availability conditions of thisprovision are being violated, it may discoMinue billing the
customer under this pmvision and commence billing under the standard monthly rate.

Payment

Bills are due and payabie in full by mail, cheddess payment plan, electronic payment plan or at
an authorized payment agent of the Company within 15 days after the mailing of the bill.

Aoolicab le Riderg

Monthly Charges computed urkler this schedule shall be adjusted in accordance with the
following applicable riders:

Rider Sheet No.
Universal Service Fund Rider 60-1
Energy Efficiency Fund Rider 61-1
KWH Tax Rider 62-1
Gross Receipts Tax Credit Rider 83-1
Propert Tax Credit Rider 64-1
Munici f Income Tax Rider 65-1
Franchise Tax Rider 66-1
R ulatoryAsset Charge Rider 67-1
Provider of Last Resort Ctlar e Rider b5-1
Monongahela Power Liti ion Termination Rider 73-1
Power Acquisition Rider 74-1
Transmission Cost Recove Rider 75-1
IGCC Cost Recovery Charge Rider 76-1

Term of Contract

A wrAten agreemerd may, at the Compargfs oplion, be required.

(Confinued an Sheet No. 10-4)

Filed pursuant to Orderdated Apri110, 2006 in Case No. 05-376-EL-UNC

Issued:
Issued by

Kevin E. Walker, President
AEP Ohio

Effective: Cycle 1 June 2006

00023



COLUMBUS SOUTHERN POWER COMPANY

P.U.C.O. NO. 6

131 Revised Sheet No- 1 1-4
Cancels Original Sheet No. 114

SCHEDULE R-R-1
(Residential Smail Use Load Management Service)

Aooiicabfe Riders (Cont'd)

Rider Sheet No.
Universai Senri¢e Fund Rider 60-1
Energy Etficienc Fund Rider 61-1
KWH Tax Rider 62-1
Gross Receipts Tax Credit Rider 63-1
Propedy Tax Credit Rider 64-1
Munid i Income Tax Rider 65-1
Franchise Tax Rider 66-1
Regulatory Asset Charge Rider 67-1
Provider of Last Resort Chare Rider 69-1
Monongaheia Power Li' ation Termination Rider 73-1
Power Acquisidon Rider 74-1
Transmission Cost Recovery Rider 75-1
IGCC Cost Recovery Char e Rider 76-1

Term of Contract

A written agreement may, at the Company's opgon, be required.

Soeciai Terms and Con itionq

This scheduie is subject to the Company's Terms and Conditions of Service.

This schedule is intended for single phase service- Where the residentiat customer requests
three-phase service, this schedule will apply if the residential customer pays to the Company the
difference between oonstrucling singie-phase service and three-phase service.

Customers with cogeneration and/or smali power production facitiBes shaii take service under
Schedule COGENISPP, Sdreduie NEMS, or by special agreement with the Company.

Filed pursuant to Order dated April 10, 2006 in Case No. 05-376-EL-UNC

Issued: ERective: Cycie t June 2006
issued by

Kevin E. Walker. President
AEP Ohio
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COLUMBUS SOUTHERN POWER COMPANY

P.U.C.O. NO. 6

SCHEDULE RLM
(Residential Optional Demand Service)

Apoficable Riders (Cont'd)

1lt Revised Sheet No. 124
Cancels Original Sheet No. 124

Rider Sheet No.
Universal Service Fund Rider 60-1
Energy Efficiency Fund Rider 61-1
KWH Tax Rider 62-1
Gross Receipts Tax Credit Rider 63-1
Pro ert Tax Credit Rider 64-1
Municipal Income Tax Rider 65-1
Franchise Tax Rider 66-1
Re ufato Asset Charge Rider 67-1
Provider of Last Resort Charge Rider 631
Monongahela Power Lqigation Tenninaiion Rider 73-1
PowerA uis4ioniiider 74-1
Transmission Cost Recovery Rider 75-1
IGCC Cost Recovery Charge Rider 76-1

Determination of Billina Dgmand

The billing demand shaA be the maximum 30-minute integrated kilowatt demand recording of an
integrating demand meter during the current bi7ling period.

Term of Contract

The term of contract shall be an initial period of four years under the Rural Line Extension Plan.
but in no case shall the contract term be less than one year.

Soecial Term and Conditions

This schedule is subject to the Companys Terms and Conditions of Service.

This schedule is intended for single phase service. Where the residential customer requests
three-phase service, this schedule witl apply if the residenfial customer pays to the Company the
difference between constructing single-phase service and three-phase service_

Customers with cogeneration and/or smatl power producgon faciiities shall take service under
Schedule COGEN/SPP. Schedule NEMS, or by special agreement with the Company.

Fifed pursuant to Order dated Aprii 16, 2006 in Case No. 06-376-EL-UNC

Issued: Effective: Cycle 1 June 2006
Issued by

Kevin E. Walker, President
AEP Ohio
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COLUMBUS SOUTHERN POWER COMPANY 1" Revised Sheet No. 13•2

P.U.C.O. NO. 6

SCHEDULE RS-ES
(ResidenHal Energy Storage)

Conservation and Load Management Credits

Cancels Original Sheet No. 13-2

For the combination of an approved electric thermal storage space heating andlor cooling system
and water heater, all of which are designed to consume eleddcal energy only during'the off-peak period
as previously described in this schedule, each residence will be credited the Consenration and Load
Management Energy Credit for all KWH used during the off-peak billing period, for a total of 60 monthly
billing periods following the installation and use of these devices in such residence.

Generation Transmission Distribution Total
Conserva0on and Load Management
Energy Credit KWH 0.57237 0.57237

Separate Me edng Provision

Customers shall have the option of receiving servioe under Schedule R-R or Schedule R-R-1 for
their general-use load by separately wiring this equipment to a standard resideniiai meter.

P en

Bills are due and payabie in full by mail, chedcless payment plan, electronic payment plan or at
an authorized payment agent of the Company within 15 days after the mailing of the bill.

Applicable Riders

Monthly Charges computed under this schedule shall be adjusted in accordance with the
following applicable riders:

Rider Sheet No:
Universal Service Fund Rider 60-1
Energy. Efficiency Fund Rider 61-1
KWH Tax Rider 62-1
Gross Receipts Tax Credit Rider 63-1
Property Tax Credit Rider 64-1
Municipal lncome Tax Rider 6&1
Franchise Tax Rider 66-1
Re ulato Asset Charge Rider 67-1
Provider of Last Resort Charge Rlder 69-1
Monongahela Power Litigation Termination Rider 73-1
Power Acquisition Rider 74-1
Transmission Cost Recovery Rider 75-1
IGCC Cost Recovery Charge Rider 76-1

Term of Contract

A written agreement may, at the Company's option, be required.

(ConOnued on Sheet No. 13-3)

Fifed pursuard to Order dated April 10, 2006 in Case No. 05-376-EL-UNC

Issued: Effective: Cyde 1 June 2006
Issued by

Kevin E. Walker, President
AEP Ohio
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COLUMBUS SOUTHERN POWER COMPANY

P.U.C.O. NO. 6

SCHEDULE RS-TOD
(Residential Time-of-Day Service)

Aoolicable Riders (Cont'd)

10 Revised Sheet No. 142
Cancels Originat Sheet No, 14-2

Rider Sheet No.
Universal Service Fund Rider 60-1
Energy EtOcien Fund Rider 61-1
KWH Tax Rider 62-1
Gross Receipts Tax Credit Rider 63-1
Pmpedy Tax Credit Rider 64.1
Municipal Income Tax Rider 65-1
Franchise Tax Rider 66.1
Ra utato Asset Cha e Rider 67-1
Provider of Last Resort Charge Rider 69-1
Monongahela Power Litigation Termination Rider 73-1
Power Acuisition Rider 74-1
Transmission Cost Recovery Rider 75-1
IGCC Cost Recovery Charge Rider 76-1

Term of Contract

A written agreement may, at the Company's option, be required.

Special Terms and Conditions

This schedule is subject4o the Company's Tentts and Conditions of Service.

This schedule is intended for single phase service. Where the residential customer requests
three-phase service, this schedule will apply if the residential customer pays to the Company the
difference between construUing single-phase service and three-phase service.

Customers with cogeneration andlor small power production faciliges shall take sendce under
Schedule COGENISPP, Schedule NEMS, or by special agreement with the Company.

Fited pursuant to Order dated April 10, 2006 in Case No. 05-376-EL-UNC

Issued: Effective: Cycle 1 June 2006
Issued by

Kevin E. Walker, President
AEP Ohio
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COLUMBUS SOUTHERN POWER COMPANY

P.U.C.O. NO. 6

SCHEDULE GS-1
(General Service - Smalq

Availability of Service

1'r Revised Sheet No. 20-1
Cancels Origirral Sheet No. 20-1

Available for general senrice to customers with maximum demands less than 10 KW (excluding
the demand served by the Load Management Time-of-Day provision). This schedule sha8 remain in
effect through the last bi8ing cyde of December 2006.

Generation Transmission DishibuUon Total
CustomerCharge( - 6.80 6.80
Ener Charge g per KWH :
For the first 1.000 KWH used per month 7A0123 0.39085 1.51282 9.30490
For all KWH over 1,000 KWH used per month 4.63053 0.39085 1.51282 6.53420

Minimum Charae

The minimum monthly charge shalt be the Customer Charge.

Delaved Payment Charge

The above schedule is net'dfull payment is received by mail, checkless payment plan, electronic
payment plan or at an authorized payment agent of the Company within 21 days after the maifing of the
bill. On all accounts not so paid, an additional charge of Uve percent (5%) of the total amount billed wiA
be made. Federal, state, county, township and municipal governments and public school systems not
served under speeial contract are subject to the Public Authority Delayed Payment provision, Supplement
No. 21.

Aobligble Riders

Monthly Charges computed under this schedule shall be adjusted in accordance with the
following appUcabte riders:

Rider Sheet No.
Universal Service Fund Rider 60-1
Energy E(Flcienc Fund Rider 61-1
KWH Tax Rlder 62-1
Gross Receipts Tax Credit Rider 63-1
Property Tax Credit Rider 641
Municipal Income Tax Rider 65-1
Franchise Tax Rider 66-1
Re ulat Asset Char e Rider 67-1
Provider of Last Resort Ch . Rider 69-1
Monongahela Power L" a8on Tennination Rider 73-1
Power AcuisitionRider 74-1
Transmission Cost Recovery Rider 75-1
IGCC Cost Reoove Charge Rider 76-1

(ConGnued on Sheet No. 20-2)

FAed pursuant to Orderdated AprN 10, 2006 in Case No. 05-376-E L-UNC

Issued: EffecUve: Cycle 1 June 2006
Issued by

Kevin E. Walker, President
AEP Ohio
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COLUMBUS SOUTHERN POWER COMPANY

P.U.C.O. NO. 6

SCHEDULE GS-2
(General Service - Low Load Factor)

1s` Revised Sheet No. 21-2
Cancels Original Sheet No. 21 -2

Delayed Payment Charoe

The above schedule is net if fufl payment is received by mail, checkless payment p♦an, electronic
payment plan or at an authodzed payment agent of the Company wdhin 21 days after the mailing of the
bili. On ag accounts not so paid, an additional charge of five percent (5%) of the total amount billed will
be made. Federal, state, county, township and municipal governments and public school systems not
served under special contract are subject to the Public Authodty Delayed Payment provision, Supplement
No. 21.

Aoolicable Riders

Monthly Charges computed under this schedule shaN be adjusted in accordance with the
following applicable riders:

Rider Sheet No.
Unlversal Service Fund Rider 60-1
Energy Efficiency Fund Rider 61-1
KWH Tax Rider 62-1
Gross Receipts Tax Credit Rider 63-1
Property Tax Credit Rider 64-1
Municipal Income Tax Rider 65-1
Franchise Tax Rider 66-1
Regulatory Asset Charge Rider 67-1
Provider of Last Resort Charge Rider 69-1
Monongahela Power Litigation Terminaticn Rider 73-1
Power Acquisition Rlder 74-1
Transmission Cost Recovery Rider 75-1
IGCC Cost Recovery Charge Rider 76-1

Monthly Billing Demand

Energy supplied hereunder will be delivered through not more than one singfe-phase or one
potyphase -meter. Billing demand in KW shall be taken each month as the single highest 30aninute
integrated peak in kilowatts as registered during the month by a 30-minute integraGng demand meter or
indicator or, at the Company's option, as the highest registration of a thermal-type demand meter or
indicator.

The minimum monthly billing demand established hereunder shall not be iess than (a) the
minimum billing demand, if any, specified in the service contract or (b) 60% of the customer's highest
previously established monlhiy billing demand during the past 11 months in excess of 100 KW.

The minimum monthly blling demand shaA not be less than 25% of the customers highest
previously established monthly billing demand during the past 11 months in excess of 100 KW during the
billing months of June through September for customers with more than 50% of their connected load
used for space heafing purposes.

Churches, public and parochial schools, and county, township, municipal and civic recreation
centers are subject to the Opgonal Church and School Service provision, Supplement No. 18.

The Metered Voltage adjustment, as set forth below, shall not apply to the customer's minimum
monthly biling demand.

(Confinued on Sheet No. 21-3)

Filed pursuant to Order dated April 10, 2006 in Case No. 0.5376-EL-UNC

Issued: Effective: Cycle 1 June 2006
Issued by

Kevin E. Walker, President
AEP Ohio
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COLUMBUS SOUTHERN POWER COMPANY

P.U.C.O. NO. 6

SCHEDULE GS-2-TOD
(General Service - Time-of-Day)

Appiicabie Riders (Cont'd)

1'I Revised Sheet No. 22-2
Cancels Original Sheet No. 22-2

Rider Sheet No.
Universal Service Fund Rider 60.1
Energy Efficien Fund Rider 61-1
KWH Tax Rider 62 1
Gross Receipts Tax Credit Rider 63-1
Properfy Tax Cred^l Rider 64-1
Municipal Income Tax Rider 65-1
Franchise Tax Rider 66-1

Re uiato Asset Cha e Rider 67-1
Provider of Last Resort Charge Rider 69-1
Monongahela Power Lit- ation Termination Rider 73-1
Power Acquisition Rider 74-1
Transmission Cost Reoove Rider 75-1
IGCC Cost Recovery Charge Rider 76-1

Term of Co tn ract

A written agreement may, at the Company's opiion, be required.

Notwithstanding any contractual requirement for longer than 90 days' notice to disconfinue
service, customers may e(ect to take service from a quaUged CRES Provider, pursuant to the terms of the
appropriate Open Access Distribution Schedule, by providing 90 days' written notice to the Company. If
upon compiegon of such 90 day notice period, the customer has not enroged with a quaiified CRES
Provider, then the customer must continue to take service under the Company's standard service
schedules for a period of not less than twelve (12) consecutive months.

Speciai Terms and CondiOons

This schedule is subject to the Company's Terms and Conditions of Service.

Customers with cogeneralien and/or small power production facilities shall take service under
Schedule COGEN/SPP, Schedule NEMS, or by special agreement with the Company.

Filed pursuant to Order dated April 10, 2006 in Case No. 05376-E4UNC

Issued: Effective: Cycle 1 June 2006
Issued by

Kevin E, Walker, President
AEP Ohio
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COLUMBUS SOUTHERN POWER COMPANY in Revised Sheet No. 23-2
Cancels Original Sheet No. 23-2

P.U.C.O. NO. 6

SCHEDULE GS-3
(General Service - Medium Load Factor)

Delayed Payment Chame

The above schedule is net if full payment is received by mail. checkless payment plan, electronic
payment plan or at an authorized payment agent of the Company vrithin 21 days after the maiting of the
bilL On all accounts not so paid, an additional charge of five percent (5%) of the total amount billed wig
be made. Federaf, state, county, township and municipal governments and public schoot systems not
served under special contract are subject to the Public Authority Delayed Payment provision, Supplement
No. 21.

Applicable Riders

Monthly Charges computed under this schedule shall be adjusted in accordance with the
foltowing appticable riders:

Rider Sheet No.
Universal Service Fund Rider 60-1
Energy Effkiency Fund Rider 61-1
KWH Tax Rider 62-1
Gross Receipts Tax Credit Rider 63-1
Proper(y Tax Credit Rider 69-1
Municipal Income Tax Rider 65-1
Franchise Tax Rider 66-1
Re utata Asset Charge Rider 67-1
Provider of Last Resort Charge Rider 69-1
Monongahela Power Litigation Tennination Rider 73-1
Power Ac uisition Rider 741
Transmission Cost Recovery Rider 75-1
tGCC Cost Recovery Charge Rider 7G1

Monthly Billina Demand

Energy supplied hereunder will be delivered thrcugh not more than one single-phase or one
polyphase meter. Bilting demand in KW shali be taken each month as the single highest 30-minute
integrated peak in kilowatts as registered during the month by a 30-minute integrahng demand meter or
indicator or, at the Company's option, as the highest registration of a thermal-type demand meter or

indicator. The mfnimum monthly billing demand established hereunder shall not be less than (a) the
minimum billing demand, if any, specified in the service contract or (b) 60°k of the customer's highest
previously established monthly bgling demand during the past it months or (c) 50 KW.

The ninimum monthly billing demand shall not be less than 25% af the customer's highest
previously estabGshed monthly billing demand during the past 11 months during the billing months of
June through September for customers wi[h more than 50% of their connected load used for space
heating purposes.

Churches, public and parochial schools, and county, township, municfpaf and civic recreation
centers are subject to the Optionaf Church and School Service provisfon, Supplement No. 18.

The Metered Voltage adjustment, as set forth below, shall not apply to the customer's minimum
monthly billing demand.

(Continued on Sheet No. 23-3)
Filed pursuant to Order dated Apnl 10, 2006 in Case No. 05-376-EL-UNC

Issued: Effective: Cyde 1 June 2006
Issued by

Kevin E Walker, President
AEP Ohio
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COLUMBUS SOUTHERN POWER COMPANY 1 Revised Sheet.No. 24-1
Cancels Original Sheet No. 24-1

P.U.C.O. NO. 6

SCHEDULE GS-4
(General Service - Large)

Availabi6tv of Senrice

Available for general service customers using the Company's standard subtransmission or
transmission service with maximum demands in excess of 1,000 KVA. This schedule shall remain In
effect through the last bilGng cycle of December 2006.

Monthly Rate (Schedule Codes 311, 312)

Generation Transmission Distribution Total
Customer Charge ($) 750.00 750.00
Oemand Cha e$ per KVA :

First 3,000 KVA 8.937 1.117 0.699 10.753
Over 3,000 KVA 3.772 1.117 0.699 5.588

Off-Peak Excess Demand Char e$ per KVA 1.345 1.345
Ener Cha rge per KW 2.33844 2.33844

Minimum Charae

The minimum charge shall be equal to the sum of the Customer Charge, Demand Charges, and
ali applicable riders.

Delayed Pavment Chame

The above schedule is net if full payment is received by mail, checkless payment plan, electronic
payment plan or at an authorized payment agent of the Company within 21 days after the mailing of the
bill. On all accounts not so paid, an additional charge of five percent (5%) of the total amount t>illed will
be made.

Amtlicable Riders

Monthly Charges computed under this schedule shall be atljusted in accordance with the
foltowing applicable riders:

Rider Sheet No.
Universal Service Fund Rider 60-1
Ener Efficien Fund Rider 61-1
KWH Tax Rider 62-1
Gross Receipts Tax Credit Rider 63-1
Property Tax Credit Rider 64-1
Municipal Income Tax Rider 65-1
Franchisel'ax Rider 66-1
Re ulatc Asset Cha e Rider 67-1
Provider of Last Resort Charge Rider 69-1
Monon ahela Power Litigation Termination Rider 73-1
PawerAdAdquisition Ri 7¢1
Transmission Cost Recovery Rider 75-1
IGCC Cost Recovery Char Rider 76-1

(Continued on Sheet No. 24-2)

Filed pursuant to Order dated April 10. 2006 in Case No. 05376-EL-UNC

Issued:

Issued by
Kevin E. Walker, President

AEP Ohio

Effective: Cycie 1 June 2006
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COLUMBUS SOUTHERN POWER COMPANY 1°r Revised Sheet No. 25-9
Cancels Original Sheet No. 25-9

P.U.C.O. NO. 6

SCHEDULE IRP-D
(Interruptible Power - Discretionary)

Minimum Char^e

The minimum charge shall be equal to the sum of the Customer Charge, the Demand Charges
and all applicable riders.

Delayed Payment Charae

The above schedule is net if full payment is received by mail, chedriess payment plan, electronic
payment plan or at an authorized payment agent of the Company within 21 days after the maibng of the
bill. On all accounts not so paid, an additional charge of five perrx;nt (5%) of the total amount biied will
be made.

ApplicaWe Riders

Monthly Charges computed under this schedule shall be adjusted in accordance with the
following applicable rMers:

Rider Sheet No.
Universal Senrice Fund Rider 60-1
Energy Efficiency Fund Rider 61-1
KWH Tax Rider 62-1
Gross Receipts Tax Credit Rider 63-1
Property Tax Credit Rider 641
Municipal Income Tax Rider 65-1
Franchise Tax Rider 66-1
Re uiato Asset Charge Rider 67-1
Provider of Last Resort Charge Rider 69-1
Monongahela Power Litigation Terminatlon Rider 73-1
Power A uisition Rider 74-1
Transmission Cost Recove Rider 75-1
IGCC Cost Recovery Charge Rider 76-1

Monthly Billing Demand

The bilGng demand in KVA shall be taken each month as the single highest 30-minute integrated
peak in KVA, as registered during the month by a demand meter or indicator, but the monthly demand so
established shall in no event be less than the greater of (a) 60% of the customer's contract capacity or (b)
60% of the customers highest previously established monthly billing demand during the past 11 months
or (c) 1,000 KVA.

Thirty-minute periods where repiacement electricity is supplied shall be excluded in the
determination of the billing demand.

Billing energy shall be taken each month as the total KWH registered during the month by an
energy meter, excluding energy purchased under the Replacement Etedricdy provision.

The Metered Voltage adjustment, as set forth below, shaB not apply to the custome(s minimum
monthly billing demand.

. (Continued on Sheet No. 25-10)

Filed pursuant to Order dated April 10, 2006 in Case No. 05-376-EL-UNC

Issued: Effective: Cyde I June 2006
Issued by

Kevin E. Walker, President
AEP Ohio
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COLUMBUS SOUTHERN POWER COMPANY

P.U.C.O. NO. 6

SCHEDULE SBS
(Standby Service)

Aoolicable Riders (Cont'd)

1^ Revised Sheet No. 27-6
Cancels Originai Sheet No. 27-8

Rider Sheet No.
Universal Service Fund Rider 60.1
Energy Efficiency Fund Rider 61-1
KWH Tax Rider 62-1
Gross Rece' ts Tax Credit Rider 63-1
Property Tax Credit Rider 64-1
Municipal Income Tax Rider 65-1
Franchise Tax Rider 66-1
Re ulatory Asset Charge Rider 67-1
Provkfer of Last Resort Chmpe Rider 69-1
Monon ahela Power Litigation' Termination Rider 73-1
Power Acquisition Rider 741
Transmission Cost Recove Rider 75-1
IGCC Cost Recovery Charge Rider 76-1

Term of Contrad

Contracts under this schedule will be made for an initial period of not less than 1 year and shall
continue thereafter until either party has given 6months' written notice to the other of the intention to
terminate the contract. The Company will have the right to make contracts for initial periods longer than I
year.

A 6-month advance written request is required for any change in supplemental, backup or
maintenance service requirements, except for the initial standby service contract. All changes in the
standby service contract shafl be effective on the contract anniversary date. The Company shall either
concur in writing or inform the customer of any conditions or limitations associated with the customer's
request within 60 days.

Notwithstanding any contractual requirement tor longer than 90 days' notice to discontinue
senrice, customers may elect to take service from a qualified CRES Provider, pursuant to the terms of the
applicable Open Access Distribution Schedule, by providing 90 days' vnltten notice to the Company. lf
upon completion of such 90day notice period, the customer has not enroNed with a qualffied CRES
Provider, then ihe customer must continue to take service under the Company's standard service
schedules for a period of not less than twelve (12) consecutive mmnths.

Soecial Terms and Conditions

This schedule Is subject to the Company's Terms and Conditfons of Service.

At Ns discretion, the Company may require that Company-owned metering be installed to monitor
the customer's generation. The Company reserves the right to inspect the customer's rehays and
proteative equipment at all reasonable times.

Customers taking service under this rate schedule who desire to transfer to fiirm full requirements
will be required to give the Company written notice of at least 36 months. The Company reserves the
right to reduce the notice period requirement dependent upon individual dreumstances.

Filed pursuant to Orderdated Apri 10, 2006 in Case No. 05-376-EL-UNC

Issued: Effective: Cyde 1 June 2006
Issued by

Kevin E. Walker, President
AEP Ohio



COLUMBUS SOUTHERN POWER COMPANY

P.U.C.O. NO. 6

SCHEDULE SL
(Street Lightmg Service)

Other Eauipnent (Cont'd)

tr Revised Sheet No. 40-2
Cancels Original Sheet No, 40-2

Per Month
1. For each lamp supported by a wocd pole serving no other function than street

ligtttin
$ 1.20

2. For each aluminum pole $12.45
3. For each fiberglass pole $18.55
4. For each additional 150 foot overhead wire span or part thereof $ 0.70
5. For mountin other than standard bracket:

12 foot mastann $ 1.05
16 foot mastarm $ 1.40
20 foot mastarm $ 245

6. For each additional riser pole connection installed on or after May 21, 1992 $ 3,60
7. For each underground wire lateral not over 50 feet $ 1.15
8. The Coniparry may require the customer to pay for or fumish duct under

pavements or adverse soil oonditions should this be necessary for in0iat
installation or due to paving over under und feed after placement.

Oelayed Pavment Chame .

Due Date and Delayed Payment Charge shall be pursuant to the provisions of Supplement 21.

Applicable Riders

Monthly Charges computed under this schedule shall be adjusted in accordance with the
following applicable riders:

Rider Sheet No.
Universal Senrice Fund Rider 60-1
Energy Efficiency Fund Rider 61-1
KWH Tax Rider 62•1
Gross Receipts Tax Credit Rider 63-1
Pro ert Tax Credit Rider 84-1
Municipal Income Tax Rider 65-1
Franchise Tax Rider 68-1
Re ulato Asset Charge Rider 67-1
Provider of Last Resort Charge Rider 69-1
Monongahela Power Lil' ation Termination Rider 73-1
Power A uisition Rider 74-1
Transmission Cost Recovery Rider 75-1
IGCC Cost Recovery Charge Rider 76-1

Ownershp of Facflities

All facilities necessary for street lighting senrice hereunder, including but not limited to, aN poles,
£urtures, street lighting circuits, transformers, lamps and omer necessary facilities shall be the property df
the Company and may be removed if the Company so desires, at the terminatton of any contract for
service hereunder. The Company wilt maintain all such facitities.

(Continued on Sheet No. 40-3)
Fped pursuant to Order dated Aprii 10, 2006 in Case No. 05-376-E L-UNC

Issued: Effec6ve: Cycle 1 June 2006
Issued by

Kevin E. Walker, President
AEP Ohio
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COLUMBUS SOUTHERN POWER COMPANY

P.U.C.O. NO. 6

SCHEDULEAL
(Private Area Lighting Service)

Aoolicable Riders (Conl'd)

1°` Revised Sheet No. 41-3
Cancels Original Sheet No. 41-3

Rider Sheet No.
Universal Service Fund Rider .60-1
Energy Effiden Fund Rider 61-1
KWH Tax Rider 62-1
Gross Receipts Tax Credit Rider. 63-1
Property Credit Rider 64-1
Munici i Income Tax Rider 65-1
Franchise Tax Rider 66_1
Requlatotv Asset Charge Rider 67-1
Provider of Last Resort Ch e Rider 69-1
Monongaheta Power Litigation Terminatioo Rider 73-1
Power uisition Rkier 74-1
Transmission Cost Recovery Rider 75-1
1GCC Cost Recovery Charge Rider 76-1

Ownershin of Facilities

AIi faciYges necessary for service including fixtures, controls, poles, transformers, secondaries,
lamps and other appurtenances shall be owned and maintained by the Company. All service and
rtecessary maintenance wiN be performed only during the regular scheduled working hours of the
Company.

Nours of Lightina

Dusk to dawn IigtNing shall be provided, approximately 4,000 hours per annum.

Term of Contract

Contract under this schedule will ordinarily be made for an initial term of one year wifh selE
renewal provisions for successive terms of one year until either party shall give afleast.60 days rrotice to
the other of the intention to discontinae service at the end of any term. The Company may, at its option,
require a tonger initial term of contract to fulfill the terms and conditions of service andfor in order to
protect the Company's ability to recover its investment of costs over a reasonable period of time.

Notw@hstanding any contracluaf requirement for longer than 90 days' notice to disconfinue
service, customers may elect to take service from a quafi(ied CRES Provider, pursuant to the terms of the
applicable Open Access Distribution Schedule, by providing 90 days' written no6ce to the Company. If
upon completion of such 90-day notice period, the customer has not enrolled with a qualified CRES
Provider, then the customer must conOnue to take service under the Company's standard service
schedules for a period of not less than twelve (12 ) consecufive months. _

Soecial Terms and Conditions

This schedute is subject to the Company's Terms and Conditions of Service.

Rates contained herein are Issed upon continuous use of facilities and are not applicable to
seasonal use.

Filed pursuant to Order dated April 10, 2006 in Case No. 05;376-EL-UNC

Issued: Effective: Cycle 1 June 2006

Issued by
Kevin E. Walker, President

AEP Ohio
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COLUMBUS SOUTHERN POWER COMPANY Originat Sheet No. 76-1

P.U.C.O. NO- 6

IGCC COST RECOVERY CHARGE RIDER

Effective Cycle 1 June 2006, all customer bills subject to the provisions of this Rider, including
any bills rendered under spedal contract, shall be adjusted by the IGCC Cost Recovery Charge per KWH
as follows: '

Schedule g1KWH
R-R, R-R-1. RLM, RS-ES AND RS-TOD 0.07670
GS-1 0.06593
GS-2 and GS-2-TOD 0.06720
GS-3 0.05203
GS4 and IRP-D 0.04411
S83 0.05381
SL 0.02503
AL 0.02196

This temporary Rider shaU remain in effect for twelve consecutive billing months through the final
billing cycle of May 2007.

F'tled pursuant to Order dated April 10, 2006 in Case No. 05-376-EL-UNC

Issued: Effective: Cycle i June 2006
lssued by .

Kevin E. Watker, President
AEP Ohio
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COLUMBUS SOUTHERN POWER COMPANY

P.U.C.O. NO. 6

SCHEpULE
CROSS REFERENCE

1sr Revised Sheet No. 1 2A
Cancels Original Sheet No. 1-2D

Generation, Transmission,
Distribution Service

Sheet
No. Distribution Service Onl y

Sheet
No.

SUp LEME SUPPLEM 5
Additional Facilities Supp. No. 6 50-1-50-2 Additional Facilities Supp. No. 6 50-1D-

50-21)
Supp. No.6A 51-1-51-2 Supp. No. 6A 51-1D-

51-21)
Church and School Service

Supp. No. 18 52-1
Public Authority-Delayed Payment

Su . No. 21 53-1
Public Authority-Delayed Payment

Supp . No. 21
53-ID

IR DERS BIDKR-S
Universal Service Fund 60-1 Universal Senice Fund 60-1D
Ener Efficiency Fund 61-1 Enerily Efficiency Fund 61-ID
KWH Tax 62-1 KWH Tax 62-10
Gross Recei s Tax 63-1 Gross Recei s Tax 63-1D
Pro e Tax Credit 641
Munic l Income Tax 65-1 Municipal Income Tax 65-1D
Franchise Tax 66-1 Franchise Tax 66-1D
Re ulato Asset Charge 67-1 Regulatory Asset Cha e 67-1D
Provider of Last Resort Charge 69-1 Provider of Last Resort Charge 69-11)
ElectronicTransfer 70-1 Electronic Transfer 70-1D
Emer en Curtaifable Service 71-1-71-3
Price Curtailable Service 72-1-72-3
Monongahela Power LiSgation
Termination

73-1 Monongahela Power Litigation
Termination

73-ID

PowerA uisition 741
Transmission Cost Recovery 75-1
IGCC Cost Recove Cha e 76-1

Filed pursuant to Order dated April 10, 2006 tn Case No. 05-376-E L-UNC

Issued:

Issued by
Kevin E. Walker, President

AEP Ohio

Effective: Cycle 1 June 2006
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OHIO POWER COMPANY

COMPLIANCE TARIFF

Filed pursuant to Order in Case No. 05-376-EL-UNC
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OHIO POWER COMPANY

P.U,C.O. NO. 18

TABLE OF CONTENTS

1`'Revised Sheet No. 1-2
Cancels Original Sheet No. 1-2

Universal Service Fund Rider 60-1 Cycle 1 January
2006

Energy Efficiency Fund Rider 61-1 Cyde 1January
2006

KWH Tax Rider 62-1 Cycle 1 January
2006

Gross Receipts Tax Credit Rider 63-1 Cycle 1 January
2006

Property Tax Credit Rider 64-1 Cycle 1 January
2006

Municipal Income Tax Rider 65-1 Cycie 1 January
2006

Franchise Tax Rider 66-1 Cycle 1 January
2006

Regulatory Asset Charge Rider 67-1 Cycle 1 January
2006

Provider of Last Resort Charge Rider 69-1 Cycle I January
2006

Electronic Transfer Rider 70-1 CyGe 1 January
2006

Emergency Curtailable Service Rider 71-1 thru 71-3 Cycle 1 Januaty
2006

Piice Curtailable Service Rider 72-1 thru 72-3 Cycle 1 January
2006

Transmission Cost Recovery Rider 75-1- January 1, 2006
IGCC Cost Recovery Charge Rider 76-1 Cycle 1 June

2006
Emergency Electrical Procedures 90-1 thm 9Q-9 Cycle 1 January

2006

Filed pursuant to Order dated April 10, 2006 in Case No. 05376-EL-UNC

Issued:
Issued by

Kevin E. Watker, President
AEP Ohio

Effective: Cycle 1 June 2006
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OHIO POWER COMPANY

P.U.C.O. NO. 18

SCHEDULE RS
(Residen0al Sen+ice)

Pa m t

1' Revised Sheet No. 10-3
Cancels Original Sheet No. 10-3

Bills are due and payable in full by mail, cheekless payment pfan, eleGronic payment plan or at
an authorized paymem agent of the Company within 15 days after the mailing of the bill.

Ap, I^icable Riders

Monthly Charges computed under this schedule shall be adjusted in accordance with the
following applicable riders:

Rider Sheet No.
Universal Service Fund Rider 60-1
Energy Efficiency Fund Rider 61-1
KWH Tax Rider 62-1
Gross Receipts Tax Credit Rider 63-1
Property Tax Credit Rider 64-1
Munici I Income Tax Rider 65-1
Franchise Tax Rider 66-1
Regulato Asset Charge Rider 67-1
Provrder of Last Resort Charge Rider 69-1
Transmissfon Cost Recovery Rider 75-1
IGCC Cosf Recovery Charge Rider 76-1

Term of Confract

A written agreement may, at the Company's aption, be required.

Spedal Terms and Conditions

This schedule is subject to the Company's Terms and Conditions of Service.

This schedule is available to customers engaged in agricultural enterprises where service is taken
through I meter for that customer's primary residence, and not more than 100 KW of conneoted electrical
load is outside the residence. This schedule is not extended to operations of a commerdal nature or
operations such as processing, preparing, or distributing produds noi raised or produced on the farm,
unless such operation is incidental to the usual residential and farm uses.

This schedule is intended for single-phase service. Where the residential customer requests 3-
phase service, this schedule will apply if the customer pays to the Company the difference between
conshucling single-phase and 3-phase senrice. Where motors or heaUng equipment are used for
commercial or industrial purposes, the applicable general service schedule wtll apply to such service.

Customers wHh cogeneration andlor small power production facilities which qualify under SecBon
210 of the Public Utility Regulatory Policies Act of 1978 shall take serviee under Schedule COGENISPP,
Schedule NEMS, or by special agreement with the Company. All other customers having sources of
electricsl energy suppiy other than the Company shall take service under Schedufe SBS or Schedule
NEMS.

Filed pursuant to Order dated Apri110, 2006 in Case No. 05-376-EL-UNC

Issued: Effeotive: Cyde I June 2006
Issued by

Kevin E. Walker, President
AEP Ohio

00041



OHIO POWER COMPANY 1"' Revised Sheet No. 11-2
Cancels Original Sheet No. 11-2

P.U.C.O. NO. 18

SCHEDULE RS-ES
(Residentiai Energy Storage)

Minimum Chame

The minimum monthly charge under this schedule shall be the sum of the customer charge and
all applicable riders.

SepaLafe Meterina

Customers shall have the option of receiving service under Schedule RS for their general-use
load by separately wiring such load to a standard residential meter. The distdbution service charge for
the separate meter shall be $1.10 per customer per month.

Payment

Bills are due and payable in full by mail, checkless payment plan, eleotronic payment plan or at
an authotized payment agent of the Company within 15 days after the mailing of the bill.

Applicabie Riders

Monthly Charges computed under this schedule shall be adjusted in accordance with the
following applicable riders:

Rider Sheet No.
Universal Service Fund Rider 60-1
EnergY Efficiency Fund Rider 61-1
KWH Tax Rider 62-1
Gross Receipts Tax Credit Rider 63-1
Property Credit Rlder 641
Municipal income Tax Rider 65-1
Franchise Tax Rider 66-1
Re ulato Asset Cha e Rider 67-1
Provider of Last Resort Charge Rider 69-1
Transmission Cost Reoevery Rider 75-1
IGCC Cost Recovery Charge Rider 76-1

Term of Contmd

A written agreement may, at the Company's option, be required.

Special Terms and Conditions

This schedule is subject to the Company's Terms and Conditions of Service.

The Company reserves the righl to inspect at all reasonable times the energy storage devices
which quaiify the residence for service and for conservation and load management credits under this
schedule, and to ascertain by any reasonable means that the time-differentiated load characteristics of
such devices meet the Company's specifications. If the Company finds that, in its sole judgment, the
availability condilions of this schedule are heirg vrolated, it may discontinue biiling the customer under
this schedule and commence billing under the appropriate residential service schedule.

(Continued on Sheet No. 11-3)

Fled pursuant to Order dated April 10, 2006 in Case No. 05376-EL-UNC

Issued:
Issued by

Kevin E Walker, President
AEP Ohio
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OHIO POWER COMPANY

P.U.C.O. NO. 18

SCHEDULE RS-TOD
(Residential Time-of-Day Service)

Applicable Riders (Coni'd)

1'r Revised Sheet No. 12-2
Cancels Original Sheet No. 12-2

Rider Sheet No.
Universal Service Fund Rider 60-1
Ener Efficiency Fund Rider 61-1
KWH Tax Rider 62-1
Gross Receipts Tax Credit Rider 63-1
Property Credh Rider 64-1
Munici al Income Tax Rider 65-1
Franchise Tax Rider 66-1

R ulato Asset Charge Rider 67-1
Provider of Last Resort Chaz eRider 69-1
Transmission Cost Recovery Rider 7S1
1GCC Cost Recove Cha e Rider 76-1

Term of Contract

A written agreement may, at the Company's option, be required.

Special Ternms and Condifipps

This schedule is subject to the Company's Terms and Conditions of Service.

This schedule is available to customers engaged in agricultural enterprises where service is taken
through 1 meter for that customer's primary residence, and not more than 100 KW of runnected etecirical
load is outside the residence. This schedule is not extended to operations of a commercial nature or
operaUons such as processing, preparing, or distributing products not raised or produced on the farm,
unless such operation is incidental to the usual residential and farm uses.

This schedule is intended br single-phase service. Where the residential customer requests 3.
phase service, this schedule will apply if the customer pays to the Company the difference between
constructing single-phase and 3-phase service. Where motors or heating equipment are used for
commercial or indusirial purposes, the applicabie general service schedule will apply to such service.

Customers with cogeneration andlor small power production facilities which qualify under Section
210 of the Public Ufillty Regulatory Policies Act of 1978 shall take service under Schedule COGEN/SPP,
Schedule NEMS, or by special agreement with the Company. AU other customers having sources of
electdcal energy supply other than the Company shall, take senrice under Schedule SBS or Schedule
NEMS.

Ftled pursuant to Orderdated April 10, 2006 in Case No. 05376-EL-UNC

Issued: Effective: Cycle 1 June 2006
Issued by

Kevin E. Walker, President
AEP Ohio
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OHIO POWER COMPANY

P.U.C.O. NO. 18

SCHEDULE RDMS
(Residentiai Demand Metered Service)

1'r Revised Sheet No. 13-2
Cancels Original Sheet No- 13-2

Monthlv BiiNng Demand

Monthly billing demand is the number of kiiowatts determined by dividing the number of kilowatt-
hours used during ihe on-peak period in the month by the number of hours in such period.

Pa nt

Bills are due and payable in full by mail, checkless payment plan, electronic payment plan or at
an authorized payment agent of the Company within 15 days after the mailing of the biN.

Applicable iders

Monthly Charges computed under this schedule shall be adjusted in accordance with the
foliowing applirable riders:

Rider Sheet No.
Universal Service Fund Rider 60-1
Energy Eff^cien Fund Rider 61-1
KWH Tax Rider 62-1
Gross Receipts Tax Credit Rider 63-1
Pro Tax Credit Rider 64-1
Municipal Mcome Tax Rider 65-1
Franohise Tax Rider 66-1
Re ulato Asset Charge Rider 67-1
Provider of Last Resort Charge Rider 69-t
Transmisston Cost Recove Rider 75-1
iGCC Cost Recovery Charge Rider 76-1

Term of Contrapt

A written agreement may, at the Company's option, be required.

Soecial Terms and Condifions

This schedute is subject to the Company's Terms and Conditions of Service.

This schedule is available to customers engaged in agriculturalenterprises where service is taken
through 1 meter for that customers primary residence, and not more than 100 KW of connected electrical
load is outside the resitlence. This schedule is not extended to opera0ons of a commercial nature or
operations such as processing, preparing, or distribu0ng products not raised or produced on the fann,
unless such operation is incidental to the usual residential and farm uses.

This schedule is intended for single-phase service. Where the residential customer requests 3-
phase service, this schedule wili apply if the customer pays to the Company the difference between
constructing single-phase and 3-phase service. Where motors or heating equipment are used for
commercial or Industrial purposes, the applicable general service schedule wtll apply to such service.

(Continued on Sheet No. 13-3)

Filed pursuant to Order dated April 10, 2006 in Case No. 0537" L-UNC

tssued:
Issued by
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OHIO POWER COMPANy

P.U.C.O. NO. 18

SCHEDULE GS-1
(General Service - Non-Demand Metered)

Availabililv of Service

1" Rev4sed Sheet No. 2a1
Cancels Original Sheet No-20-1

Available for general service to customers with maximum demands tess than 10 KW (excluding
the demand served by the Energy Storage Provision). This schedule shall remain in effect through the
last billing cycle of December 2006.

Monthly Rate(Schedute Code 211)

Customer Charge ($)
Generation Transmission Distribution

13.80
Total
13.80

En Cha KWH) 4.437t1g 0.3700437004 0.2564g 5.06362

Minimum C ame

The minimum monthly charge under this schedule shall be the sum of the customer charge and
all applicable riders.

Delaved Pa^ment Charae

Biqs are due and payable in fuliby maB, checkless payment plan, electronic payment plan or at
an authorized payment agent of the Company within 21 days after the maiGng of the bill. On accounts not
so paid, an addilional charge of 5% of the unpaid balance wtlt be made.

Aoolicable Riders

Monthly Charges computed under this schedule shall be adjusted in accordance with the
following applicable riders:

Rider Sheet No.
Universal Service Fund Rider 60-1
Energy Efficienc Fund Rider 61-1
KWH Tax Rider 62-1
Gross Receipts Tax CredB Rider 83•1
PropertV Tax Credit Rider 64-1
Municipal Income Tax Rider 65-1
Franchise Tax Rider 66-1
Re ulato Asset Charge Rider 67-1
Provider of Last Resort Charge Rider 69-1
Transmission Cost Recove Rider 75-1
IGCC Cost Recove Charge Rider 78-1

Term of Conlmd

A written agreement may, at the Companys op8on, be required.

(Continued on Sheet No. 20-2)

Faed pursuant to Order dated April 10, 2006 in Case No. 05-376-EL-UNC

Issued:
Issued by
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OHIO POWER COMPANY

P.U.C.O. NO. 18

SCHEDUIE GS-2
(Generat Service - Low Load Factor)

Metered Voltaae Adidsfinenl(Cont'dl

1A Revised Sheet No. 21-4
Cancels Original Sheet No. 21-4

(a) Measurements taken at the lowaide of a customer-owned transformer will be mugipried
by 1.01.

(b) Measurements taken at the high-side of a Company-owned transformer will be muitipled
by 0.98.

Dellved Pavmenf Charne

Bils are due and payable in fuil by mail, checkless payment plan, electronic payment plan or at
an authorized payment agent of the Company within 21 days after the mailing of the brll. On accounts not
so paid, an additional charge of 2% of the unpaid balance will be made.

Apnlicable Riders

Monthly Charges computed under this schedule shall be adjusted in accordance with the
foliowing applicable riders:

Rider Sheet No.
Universal Service Fund Rider 60-1
Ener Efficiency Fund Rider 61-1
KWH Tax Rider 62-1
Gross Rece' ts Tax Credit l2ider 63-1
Property Credit Rider 64-1
Munidpai Income Tax Rider 65-1
Franchise Tax Rider 66-1
Re uiato Asset Charge Rider 67-1
Provider of Last Resort Charge Rider 69-1
Transmission Cost Reaove Rider 75-1
IGCC Cost Recove Char e Rider 76-1

Term of Contract

For customers with annual average demands greater than 500 KW, contracts will be equired for
an initial period of not less than 1 year and shall remain in effect thereafter until either party shall give at
least 6 months' written notice to the other of the intention to discontinue service under the terms of this
schedule. For customers with demands less than 500 KW, a wriften agreement may, at the Company's
option, be required.

A new initial contract period wiN not be required for exisbng customers who increase their contrad
requirements after the original initial period unless new or additional local facili8es are required. The
Company may, at its option, require a longer initial term of contract.

The Company shali not be required to supply capacity in excess of that contracted for except by
mutual agreement.

(Continued on Sheet No. 215)

Fiied pursuant to Order dated April 10, 2006 in Case No. 05376-EL-UNC

Issued: Effective: Cyde I June 2006
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OHIO POWER COMPANY

P.U.C.O. NO- 18

SCHEDULE GS-TOD
(General Service - Time-of-Day)

Apolicable Riders (Cont'd)

1st Revised Sheet No. 22-2
Cancels Original Sheet No. 22-2

Rider Sheet No.
Universal Service Fund Rider 60-1
Energy Efficiency Fund Rider 61-1
KWH Tax Rider 62-1
Gross Receipts Tax Credit Rider 63-1
Pro ert Tax Credk Rider 64-1
Municipal lncome Tax Rider 65-1
Franchise Tax Rider 66-1
Re ulato Asset Char e Rider 67-1
Provider of Last Resort Cha Rider 69-1
Transmission Cost Recovery Rider 75-1
IGCC Cost Recovery Charge Rider 76-1

Term of Contract

A written agreement may, at the Company's op0on. be required.

Notwithstanding any contractual requirement for longer than 90 days' rtotice to discontinue
service, customers may elect to take service from a qualified CRES Provider, pursuant ta the terms of the
applicable Open Access Distribution Schedule, by providing 90 days' written notice to the Company. If
upon completion of such 90-day notice period, the customer has not enrolled with a qualified CRES
Provider, then the customer must continue to take service under the Company's standard service
schedules for a perrod of not less than twelve (12) consecuCive months.

Sceoial Terms and Corddions

This schedule is subject to the Company's Terms and Conditions,of Service.

Customers with cogeneration andfor small power production facilities which quakfy under Section
210 of the Public Utility Regulatory Policies Act of 1978 shall take service under Schedule
COGENNISPP, Schedule NEMS, or by special agreement with the Company. All other customers having
sources of electrical energy supply other than fhe Company shall take service under Schedule S8S or
ScheAule NEMS.

Fiied pursuant to Order dated Apri110, 2006 in Case No. 05376-E L-U NC

Issued: Effective: Cycle 1 June 2006
Issued by

Kevin E. Walker, President
AEP Ohio

00047



OHIO POWER COMPANY

P.U.C.O. NO. 18

SCHEDULE GS-3
(Generat Service - MediumMigh Load Factor)

Applicab{e Ritlers

1st Revised Sheet No. 23-4
Cancels Original Sheet No. 23-4

Monthly Charges computed under this schedule shall be adjusted in accordance with the
following appiicabfe riders:

Rider Sheet No.
Universal Senrice Fund Rider 60.1
Energy ffOcien Fund Rider 61-1
KWH Tax Rider 62-1
Gross Recei ts Tax Credit Rider 63-1
Pro Tax Credit Rider 64-1
Munici Income Tax Rider 65-1
Franchise Tax Rider 66-1
Requiatory Asset Cha rge Rider 67-1
Provider of Last Resort Charge Rider 69-1
Transmission Cost Recover Rider 75-1
IGCC Cost RecoveFy Cha e Rider 76-1

Term of Contract

For customers with annual average demands greater than 500 KW, contracts will be requtred for
an initial period of not less than i year and shall remain in effect thereafter untl either party shall give at
least 6 months' written notice to the other of the intention to discontinue service under the terms of this
schedule. For customers with demands less than 500 KW, a written agreement may, at the Company^s
option, be required.

A new initial contract period will not be required for existing customers who increase their contract
requirements after the original inhiat period unless new or additionai facilit'es are required. The Company
may, at its op0on, require a ionger ini0at term of contract. '

The Company shall not be required to supply capacity in excess of that contracted for except by
mutual agreemenL

Notwithstanding any contractual requirement for ionger than 90 days' notice to discon6nue
service, customers may elect to take service from a quaiitied CRES Provider, pursuant to the terms of the
appropriate Open Access Distribution Schedule, by provid'mg 90 days' written notice to the Company. If
upon completion of such 90-day notice period, the customer has not enrolled with a quaiified CRES
Provider, then the customer must continue to take service under the Company's standard service
schedules for a period of not less than twelve (12) consecutive months.

Special Terms and Conditions

This schedule is subject to the Company's Terms and Conditions of Service.

(Contmued on Sheet No. 23-5)

Fited pursuantto Order dated April 10, 2006 in Case No. 0537&EGUNC

Issued:

Issued by
Kevin E. Walker, President

AEP Ohio

Effeoft: Cycle I June 2006

00048



OHIO POWER COMPANY

Metered Voltace Adiustment (cont'd)

P.U.C.O. NO. 18

SCHEDULE GS-4
(General Service - Large)

151 Revised Sheet No. 24-3
Cancels Original Sheet No. 24-3

quantities. In such cases the metered KWH, KW and KVAR values vrill be adjusted for billing purposes.
If the Company etects to adjust KWH, KW and KVAR based on multipliers, the adjustment shall be in
accordance with the follovring:

(a) Measurements taken at the low-side of a customer-owned transfonner will be mu8iplied
by 1.01.

(b) Measurements taken at the high-side of a Company-owned transformer wdl be multiplied
by 0.98.

Detayed Pavment Charqp

BiBs are due and payable in full by mail, checkless payment plan, electronic payment plan or at
an authorized payment agent of the Company wdhin 21 days after the maYing of the bll. On accotuus not
so paid, customer shad pay Company interest on the unpaid amount at the rate of 8% per annum from
the due date to the date of payment of said bills.

Aoolicable Riders

Monthly Charges computed under this schedule shall be adjusted in accordance with the
foflowing applicable riders:

Rider Sheet No.
Universal Service Fund Rider 60-1
Energy Efficiency Fund Rider 61-1
KWH Tax Rider 62-1
Gross Receipts Tax Credit Rider 63-1
Property Tax Credit Rider 641
Muniai af Income Tax Rider 65-1
Franchise Tax Rider 66-1
Regulatory Asset Charge Rider 67-1
Provider of Last Resort Cha e Rider 69-1
Transmission Cost Recov Rider 75-1
IGCC Cost Recovery Charge Rider 76-1

Term of Contract

Contracts under this schedule will be made for an initial period of not less than 2 years and shall
remain in effect thereafter un61 either party shall give at least 1 years written notice to the other of the
intention to discontinue service tnder the terms of this schedule.

A new initial contract period will not be required for existing customers who increase their contract
requirements after the original initial period unless new or addil'ronal facili8es are required. The Company
may, at its op8on, require a longer initial term of contract.

(Confinued on Sheet No. 24-4)

Filed pursuant to Order dated April 10, 2006 in Case No. 05•376-EL-UNC

Issued: Effective: Cycle 1 June 2006
Issued by

Kevin E. Walker, President
AEP Ohio
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OHIO POWER COMPANY 1'r Revised Sheet No. 25-10
Cancels Original Sheet No. 25-10

P.U.C.O. NO. 18

SCHEDULE IRP-D
(Interruptibie Power - Discre8onary)

Metered Voltage Adfustmen Cont'd1

(a) Measurements taken at the low-side of a customer-owned transformer wili be multipGed by 1.01.

(b) Measurements taken at the high-side of a Company-owned transformer wiB be muttiplied by O.98.

Delayed Pavment Charoe

8ilis are due and payable by in full by mail, checkless payment plan, electronic payment plan or
at an authorized payment agent of the Company withln 21 days after the matling of the bill. On accounts
not so paid, customer shall pay Company interest on the unpaid amount at the rate of 8% per annum
from the due date to the date of payment of said bills.

Applicable Riders

Monthly Charges computed under this schedule shall be adjusted in accordance with the fogowing
applicable riders:

Rider Sheet No.
Universal Service Fund Rider 60-1
Energy Efficiency Fund Rider 61-1
KWH Tax Rider 62-1
Gross Receipts Tax Credit Rider 63-1
Properly Tax Credit Rider 64-1
Municipal Income Tax Rider 65•1
Franchise Tax Rider 66-1
Regulatory Asset Charge Rider 67-1
Provider of Last Resoct Charge Rider 631
7ransmission Cosf Recove Rider 75-1
IGCC Cost Recove Charge Rider 76-1

Soecial Terms and CondiGons

This schedule is subject to the Company's Terms and Conditions of Service.

A customeYs plant is considered as one or more buildings which are served by a single electrical
distribugon system provided and operated by customer. When the size of the customers load
necessitates the delivery of energy to the customer's plant over more than 1 circuit, the Company may
elect to conneot its circuits to different points on the customer's system irrespecfive of conirary provisions
In the Terms and Conditions of Service.

Customers with eageneration andfor sma0 power production facilities which qualify under Section
210 of the Public Utility Regulatory PaGcies Act of 1978 shall take service under Schedule COGEN/SPP,
Schedule NEMS, or by special agreement witlti the Company. All other customers having sources of
electricat energy supply other than the Company shail take service under Schedule SBS or SchedWe
NEMS.

Filed pursuant to Order dated April 10, 2006 in Case No. 05376-EL-UNC

Issued: Effecfive: Cycle 1 June 2006
Issued by

Kevin E. Walker, President
AEP Ohio
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OHIO POWER COMPANY 1 Revised Sheet No. 27-8
Cancels Original Sheet No. 27-8

P.U.C.O. NO. 18

SCHEDULE SBS
(Standby Service)

Delayed Payment Charce

Bills are due and payable in full by mail, checkless payment plan, electronic payment plan or at an
authorized payment agent of the Company within 21 days after the maging of the bill. On accounts not sc
paid, an additional charge of 5% of the unpaid baiance wiN be made.

Aonlicable Riders

Monthly Charges computed under this schedule shall be adjusted in accordance with the
following applicable riders:

Rider Sheet No.
Universal Service Fund Rider 60-1
Energy Efficien Fund Rider 61-1
KWH Tax Rider 62-1
Gross Receipts Tax Credit Rider 63-1
Pr erl Tax Credit Rider 641
Municipal Income Tax Rider 65-1
Franchise Tax Rider 66-1
Re ulato Asset Charge Rider 67-1
Provider of Last Resort Charge Rider 69-1
Transmisslon Cost Reppyery Rider 75-1
1GCC Cost Recove Charge Rider 76-1

Tenn of Confract

Contracts under this schedule will be made for an initial period of not less than 1 year and shall
continue thereafter until either party has given 6 months' written notice to the other of fte intention to
terminate the contract. The Company will have the right to make contracts for initial periods longer than 1
year.

A 6-month advance wdtten request is required for any change in supplemental, backup or
maintenance service requirements, except for the initial standby service contract Alt changes in the
standby service contract shall be effective on the contract anniversary date. The Company shall either
concur in writing or inform the customer of any conditions or limitations associated with the customer's
request within 60 days.

Notwilhstanding any contractual requirement for longer than 90 days' notice to discontinue
service, customers may eleat to take service from a quagfied CRES Provider, pursuant to the tenns of the
applicable Open Access Distribution Schedula, by providing 90 days' written notice to the Company. If
upon completion of such 90-day notice period, the customer has not enrolled with a qualified CRES
Provider, then the customer must continue to take service under the Company's standard service
schedules for a period of not less thantwelve (12) consecutive months.

(Continued on Sheet No. 27-9)

Filed pursuant to Order dated April 10, 2006 in Case No. 05-376-EL-UNC

Issued:
Issued by

Kevin E Wagcer, President
AEP Ohio

Effective: Cycle 1 June 2006
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OHIO POWER COMPANY

P.U.C.O. NO. 18

SCHEDULE OL
(Outdoor Lighting)

{lpotieable Riders (Cont'd)

1" Revised Sheet No. 40-3
Cancels Original Sheet No. 40-3

Rider Sheet No.
Universal Service Fund Rider 60-1
Energy Efficiency Fund Rider by_i
KWH Tax Rider gp_i
Gross Receipts Tax CredH Rider 63-1
Pmperty Tax Credit Rider 64-1
Mun' ' al Income Tax Rider 65-1
Franchise Tax Rider 66-1
Re uiato Asset Charge Rider 67-1
Provider of Last Resort Ch e Rider 69-1
Transmission Cost Recovery Rider 75-1
IGCC Cost Recovery Charge Rider 76-1

Monthlv Kilowatt•hour Usaae

The monthly kilowatt-hours for each lamp type are as follows:

Lamp Jan Feb Mar Apr M Jun Jul Au S Oct Nov Dec
2,5001na 79 67 57 57 51 45 48 55 60 71 75 81
4,0001nc. 124 104 104 89 79 71 76 86 94 111 116 126
7,000 Mem.

20.000 Merc.
91

199
76

167
76

167
65

142
58

127
52

114
55

121
63

138
69

152
81

178
86

188
92

203
50,000 Mera 477 400 400 340 304 272 291 331 363 427 449 486

9,000 Sod. 51 43 43 36 32 29 31 35 39 45 48 52
22,000 Sod. 106 89 89 76 68 61 65 74 81 95 100 906
50,000 Sod. 210 176 176 150 134 120 128 146 160 188 196 214
17.000 M.HaI. 127 106 106 90 81 72 77 88 98 113 11B 129
29,000 M. Hal. 199 167 167 142 127 114 121 938 152 178 18e 203

Term of Contract

Annuat.

Notwithstanding any contractual requirement for longer than 90 days' notice to discontinue
service, customers may elect to take service from a qualified CRES Provider, pursuant to the terms of the
applicable Open Access Distribution Schedule, by providing 90 days' written notice to the Company. If
upon completion of such 90-day notice period, the customer has not enrolled virith a quaiified CRES
Provider, then the customer must conhnue to take service under the Company's standard service
schedules for a period of not less than tweive (12) consecutive months.

(Continued on Sheet No. 40-4)

Filed pursuant to Order dated April 10, 2006 in Case No. 05376-EL-UNC

Issued:
Issued by

Kevin E. VJalker, President
AEP Ohio

Effective: Cyde I June 2006
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OHIO POWER COMPANY

P.U.C.O. NO. 18

SCHEDULE SL
(Street Lighting)

Montlyy jtates fCont'dl

10 Revised Sheet No.41-3
Cancels Original Sheet No. 41-3

Gener-ation Transmission Distribution Total
On Wood Poie:

H' h Pressure Sodidm:
9,000 lumen 1.65 0.02 9.40 11.07

16,0001umen 3.80. 0.03 9.45 1328
22,0001umen 4.59 0.04 9.96. 14.59
50,0001umen 9.17 0.07 10.26 19.50

On Metal Pole:
H' h Pressure Sodium:

9,0001umen 1209 0.02 24.31 36.42
16,000 lumen 1299 0.03 24.36 37.38
22,0001umen 13.88 0.04 24.87 3879
50,0001umen 16.55 0.07 25.17 41.79

Muttl le Lam ps On Metal Pote:
H h Pressure Sodium:

9,0001umen 7.49 0.02 13.85 21.36
16,000 lumen 8.30 0.03 13.89 22.22
22,0001umen 9.18 0.04 14.41 23.63
50,000 lumen 11.88 0.07 14.71 26.64

Post Top Unit*
9,0001umen Hi h Pressure Sodium 5.50 O.lY1 8.69 14.21

`Available where customer pays for trenching and backfi8ing or provides for underground ducts
designed to Company specif'ica0ons.

Applicable Riders

Monthly Charges computed under this schedule shall be adjusted in accordance with the
following applicable riders:

Rider Sheet No.
Universal Seroice Fund Rider 60-1
Energy Efficiency Fund Rider 61-1
KWH Tax Rider 62-1
Gross Receipts Tax Credit Rider 63-1
Pro e Tax Credit Rider 64-1
Municipal Income Tax Rider 65-1
Franchise Tax Rider 66-1
Re ulato Asset Cha e Rider 67-1
Provider of Last Resort Charge Rider 69-1

Transmission Cost RecoveRider 75-1
IGCC Cost Recovery Charge Rider 76-1

(Continued on Sheet No. 41 -4)

Filed pursuant to Order dated Aprfi 10, 2006 in Case No. 05-376-EL-UNC

Issued: . Effective: Cycle 1 June 2006
Issued by

Kevin E. Walker, President
AEP Oh"o
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OHIO POWER COMPANY

P_U.C.O. NO. 18

SCHEDULE EHG
(Electric Heating General)

Apmlicable Riders (Cont'd)

t" Revised Sheet No. 42-2
Cancels Originai Sheet No. 42-2

Rider Sheet No.
Un'nrersat Service Fund Rider 60-1
Energy Efficien Fund Rider 61-1
KWH Tax Rider - 62-1
Gross Receipts Tax Credit Rider 63-1
Property Credit Rider 641
Munici Income Tax Rider 65-1
Franchise Tax Rider 66-1
Re ulato Asset Cha Rider 67-1
Provider of Last Resort Charge Rider 69•1
Transmission Cost Recovery Rider 75•1
IGCC Cost Recovery Ch e Rider 76-1

Term of Contr^t-,ct

A written agreement may, at the Company's opCGon, be required.

Notwithstanding any contractual requirement for longer than 90 days' notice to discontinue
service, customers may elect to take service from a qualified CRES Provider, pursuant to the terms of the
applicable Open Access Oistribution Schedule, by providing 90 days' writtSn notice to the Company. If
upon completron of such 90-day natice period, the customer has not enrotled with a qualified CRES
Provider, then fhe customer must continue to take service under the Company's standard service
schedules for a period of not less than twelve (12) consecutive months,

Soeciat Terms and ConditioQs

Thisschedule is subject to the Company's Terms and Conditions of Service.

This schedule is available only to customers where at least 500/o of the elechical load is located
inside of buildings which are electrically heated.

When church buildings are elechically heated and are served through a separate meter and billed
separatety, the above energy rate appBes, but there sha0 be no demand charge.

Customers with cogeneration and/or small power production facilities which qualify under SecBon
210 of the Public Ulility Regulatory Policies Act of 1978 shall take service under Schedute COGENlSPP,
Schedule NEMS, or by special agreement with the Company. AII other customers having sources of
electricaf energy supply other than the Company shall take service under Schedule SBS or Schedute
NEMS.

Filed pursuant to Order dated April 10, 2006 in Case No. 05376-EL-UNC

Issued: Ef(ecflve: Cycle 1 June 2006
Issued by

Kevin E. Walker, President
AEP Ohio
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OHIO POWER COMPANY ft Revised Sheet No. 43-1
Cancels Original Sheet No. 43-1

P.U.C.O. NO. 18

SCHEDUIF EHS
(Electric Heating Schools)

THIS SCHEDULE IS IN PROCESS OF ELIMINATION AND IS WITHDRAWN EXCEPT
FOR THE PRESENT iNSTALLATION OF CUSTOMERS RECEIVING SERVICE
HEREUNDER AT PREMISES SERVED ON THE EFFECTIVE DATE HEREOF.

evailabflity of Service

Available to primary and secondary schools for which the entire etectricat requirement is
furnished by the Comparry, and such electrical requirement indudes all cooling (if any) in the entire
school and electric heating for aU of (or in addition to) the school. This schedule shalt remain in effect
through the last biUing cycle of December 2006.

Monthtv Rate (Schedule Code 631)

Where every energy requirement, inctuding, but not fnnited to, hea5ng, cooling and water heafrng,
of an individual school building or an addition to an existing school building including colfege and
university buildings, is suppUed by electricity fumished by the Company, all energy for that school building
or addilion shaU be hiUed at the following Energy Charge:

^ Energy Charge (¢ per KWH)

Minimum Charoe

Generatio
.4359n12

Transrriission
0.55447

I Distribution
0.19097

Total
2.18136

The minimum monthly charge under this schedule shalt be the sum of the distribution charge of
$12.80 per month and any app„^ble riders.

Pavment

Bills are due and payable in full by mail, checkless paymeni plan, electronic payment plan or at
an authorrzed payment agent of the Company within 15 days after the maiiing of the bill.

Acolicable Riders

Monthly Charges computed under this schedula shaU be adjusted in accordance with the
foAowing applicable riders:

Rider Sheet No.
Unlversal Service Fund Rider 60-1
Energy Ef8 ' Fund Rider 61-1
KWH Tax Rider 62-1
Gross Receipts Tax Credit Rider 63-1
Pro ertTax Credit Rider 64-1
Municipal Income Tax Rider 65-1
Franchise Tax Rider 66-1
Regulatofy Asset Charge Rider 67-1
Provider of Last Resort Charge Rider 69-1
Transmission Cost Recovery Rider 75-1
IGCC Cost Recovery Cha e Rider 76-1

(Continued on Sheet No. 43-2)

Filed pursuant to Order dated Apri110, 2006 in Case No. 05-376-EL-UNC

Issued:
issued by

KeHn E. Walker, President
AEP Ohio

Effective: Cyde 1 June 2006
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OHIO POWER COMPANY

P.U-C.O. N0.18

SCHEDULESS
(School Service)

Aoelicable Rkiers (Cont'd)

1' Revised Sheet No.442
CancelsOriginal Sheet No. 44-2

Rider Sheet No.
Universal Service Fund Rider 60-1
Energy Efficien Fund R'uler 61-1
KWH Tax Rider 62-1
Gross Receipts Tax Credit Rider 63-1
P e Tax Credit Rider 64-1
Municipal Income Tax Rider 65-1
Franchise Tax Rider 8Cr1
Re ulato Asset Charge Rider 67-1

ovider of Last Resort Charge Rider 69-1
ansmission Cost Recovery RiderW 75-1

IGCC Cost Recove Charge Rider 76-1

Term of Contract

A written agreement may, at the Companys option, be required.

Notwithstanding any contractual requirement for longer than 90 days' notice to disconfinue
service, customers may elect to take service from a qualified CRES Provider, pursuant to the terms of the
appticable Open Access Distribution Schedute, by providing 90 days' written notice to the Company. if
upon completion of such 90-day notice period, the customer has not enrolled wiFh a qualified CRES
Provider, then the customer must cominue to take service under the Company's standard service
schedules for a period of not less than twelve (12) consecutive months.

Special Terms and Conditions

This schedule is subject to the Company's Terms and Conditions of Service.

This schedule shall not apply to individual residences nor to those facilitues which normaily are not
a part of or diredly associated with primary and secondary school, college and university fune8ons.

Customer shall furnish Company upon request information necessary to determine the enclosed
area of a building or buildings to be used for billing purposes hereunder.

Customers with cogeneration and/or small power production facilities which qualify under Section
210 of the Public UGlity Regulatory Policies Act of 1978 shall take service under Schedule COGEN/SPP,
Schedule NEMS, or by special agreement with the Company. All other customers having sources of
electricat energy suppty other than the Company shalt take service under Schedule SBS or Schedule
NEMS.

Filed pursuant to Order dated Aprii 10, 2006 in Case No. 05,376-EL-UNC

Issued: Effective: Cycle 1.lune 2006
Issued by

Kevin E. Walker, President
AEP Ohio
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OHIO POWER COMPANY

P.U.C.O. NO. 18

1GCC COST RECOVERY CHARGE RIDER

Original Sheet No. 76-1

Effectlve Cycle 1 June 2008. all customer bills subject to the provisions of this Rider, including
any bills rendered under special contract, shall be adjusted by the IGCC Cost Recovery Charge per KWH
as folbvrs:

Schedute IKWH
RS. RS-ES, RS-TOD and ROMS 0.05200
GS-1 0.05872
GS-2 and GS-TOD 0.06006
GS-3 0.04313
GS•4 and IRP-D 0.03523
EHG 0.06396
EHS 0.08274
SS 0.06564
OL 0.01270
SL 0.01266
SBS 0.04197

This temporary Rider shall remain in effect for twelve consecutive billing months through the finai
billing cycle of May 2007.

Filed pursuant to Order dated Apol 10, 2006 in Case No. 05376-EL-UNC

Issued: Effec6ve: Cycle 1 June 2006
Issued by

Kevin E. Walker, President
AEP Ohio
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OHIO POWER COMPANY

P.U.C.O. NO. 18

SCHEDULE
CROSS REFERENCE

I" Revised Sheet No. 1 2D
Canoels Original Sheet No_ 1-2D

Generation, Transmission,
Distribution Service

IDE 3
Universal Service Fund

Sheet
No.

60-1

Distribution Service Only
RIDERS
Universal Service Fund

Sheef
No.

60-1D
Energy Efficienc Fund 61-1 Energy Eft'iden Fund 61-ID
KNlH Tax 62-1 KWH Tax 62-ID
Gross Receipts Tax 63-1 Gross Receipts Tax 63-1D
Pro en Tax Credit 64-1
Municipal Income Tax 65-1 Munici at Incwme Tax 65-1D
Franchise Tax 66-1 Franchae Tax 66-1D
Re ulato Asset Charge 67-1 Reaulatory Asset Cha e 67-ID

Residential Shopping Incentive Credit
Rider

68-10

Provider of Last Resort Cha e 69-1 Provider of Last ResorS Charge 6g-1
Electronic Transfer 70-1 Electronic Transfer 70-1D
Emer en Curtailable Service 71-1-71-3
Price Curtailable Service 72-1-72-3
Transmission Cost Recovery 75-1
IGCC Cost Recovery Charge 76-1

Filed pursuant to Order dated April 10, 2006 in Case No. 05-376-EL-UNC

Issued: Effect'rve: Cycle I June 2006
tssued by

Kevin E. Walker. President
AEP Ohio
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Attachment B

Proposed bill message for Columbus Southern Power customers:

On March 18, 2005 AEP Ohio filed an application with the PUCO to recover pre-
construction costs estimated to be $23.7 million associated with the construction and
operation of an Integrated Gasification Combined Cycle (IGCC) electric generating
facility. Costs of the IGCC facility are to be shared equaliy between the two AEP Ohio
companies. On April 10, 2006 the PUCO approved the recovery of these costs through a
by-passable generation surcharge. The surcharge will be effective for the billing months
of June 2006 through May 2007. For a 1000 kWh residential customer this results in an
increase of 77 cents per month.

Proposed bill message for Ohio Power customers:

On March 18, 2005 AEP Ohio filed an application with the PUCO to recover pre-
construction costs estimated to be $23.7 million associated with the construction and
operation of an Integrated Gasification Combined Cycle (IGCC) electric generating
facility. Costs of the IGCC facility are to be shared equally between the two AEP Ohio
companies. On April 10, 2006 the PUCO approved the recovery of these costs tbrough a
by-passable generation surcharge. The surcharge will be effective for the biliing months
of June 2006 through May 2007. For a 1000 kWh residential customer this results in an
increase of 52 cents per month.
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BEFORE
THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Application of Columbus
Southem Power Company and Ohio Power
Company for Authority to Recover Costs ) Case No. 05-376-EL-UNC
Associated with the Construction and Ultimate)
Operation of an Integrated Gasification
Combined Cycle Electric Generating Facility )

COLUMBUS SOUTHERN POWER COMPANY'S
AND OHIO POWER COMPANY'S PROPOSED NOTICE

FOR PUBLIC HEARINGS

By Entry dated May 26, 2005, the Comiri'ission set the dates, times and locations for

three local public hearings to be held in this docket. Columbus Southern Power Company

and Ohio Power Company (the Companies) were directed to file with the Commission a

proposed notice of those hearings within two weeks of the date of the Entry.

The Companies propose the following notice be published in a newspaper of general

circulation in each of the counties within the Companies' service territories.

The Public Utilities Commission of Ohio bas set for public
hearing Case No. 05-376-EL-UNC to review the recovery of
costs associated with the construction and uitimate operation of
an Integrated Gasification Combined Cycle Electric Generating
facility for Columbus Southem Power Company and Ohio
Power Company. The Commission has scheduled hearings
regarding this subject to be held on the following dates and at
the following times:

August 1, 2005 - 6:30 p.m.
Hilliard Municipal Building
City Council Chambers
3800 Municipal Way
Hilliard, OH 43026

This ie to certify that the images appearing are an
accurate and complete reproduction of a case file
document deliver in the regular course o ba iness
Technician ^te prooessed ^UM 9 1005
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August 3, 2005 - 6:30 p.m.
Canton City Hall
Council Chambers, 15` Floor
218 Cleveland Ave. SW
Canton, OH 44702

August 4, 2005 - 6:30 p.m.
Meigs High School
Cafeteria
42091 Pomeroy Pike
Pomeroy, OH 45769

All interested parties will be given an opportunity to be heard.
Further information may be obtained by contacting the Public
Utilities Commission of Ohio at 180 East Broad Street,
Columbus, Ohio 43215 or by contacting the Commission's
Public Interest Center at 614-466-3292 in the Columbus area or
toll free at 1-800-686-7826 or toll free for the hearing impaired
at 1-800-686-1570.

The notice will be published once a week for two consecutive weeks prior to the

scheduled dates of the three local public hearings. The notice will not appear in the legal

notices section of the newspapers.

The Companies request that the Commission approve the proposed notice.

Respectfully submitted,

•4 ^ !1 Qa-wkT
Marvin I. Resnik
Sandra K. Williams
American Electric Power Service

Corporation
I Riverside Plaza, 29^h Floor
Columbus, Ohio 43215
(614) 716-1606
Fax: (614) 716-2950
E-mail: miresnik(cr^aep.com
E-mail: swilliams^)a.Aep.com
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Daniel R. Conway
Porter Wright Morris & Arthur LLP
41 South High Street
Columbus, Ohio 43215
(614) 227-2270
Fax No. (614) 227-2100
E-mail: dconwamftortetwri htcom

COUNSEL FOR COLUMBUS SOUTHERN
POWER COMPANX AND OHIO POWER
COMPANY

3
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CERTIFICATE OF SERVICE

Columbus Southem Power Company's and Ohio Power Company's Proposed Notice

for Public Hearings was served by electronic mail and by First-Class U.S. Mail upon counsel

identified below for all parties of record this 8`b day of June, 2005.

Marvin I. Resnik

PARTIES OF RECORD

Steve Nourse
Thomas McNamee
Attorney General's Office
Public Utilities Commission of Ohio
180 East Broad Street, 9'h Floor
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BEFOI2E
THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Application
of Columbus Southeni Power Company
and Ohio Power Company for Authority
to Recover Costs Associated with the
Construction and Ultimate Operation of
an Integrated Gasification Combined
Cycle Electric Generating Faeility

Case No. 05-376-EL-UNC

COLUMBUS SOUTHERN POWER COMPANY'S AND
OHIO POWER COMPANY'S RESPONSE TO

INbUSTRIAL ENERGY USERS-OHIO'S
OBJECTIONS TO TARIFF P'ILING

On April 20, 2006, Columbus Southem Power Company and Ohio Power Company (the

Companies) filed their compliance tariffs to implement Phase I cost recovery as authorized by

the Conimission in its April 10, 2006 Opinion and Order in this proceeding. The next day, the

Industrial Energy Users-Ohio (IEU) filed a set of objections to the compliance tariffs.

As noted in the Companies' tariff filing, the proposed Phase I surcharges had been set out

in the pre-filed Supplemental Testimony of the Companies' witness, David Roush. Mr. Roush

appeared at the hearing and was cross-examined. (Tr. Vol. IV, pp. 51-66). Based on the

Conunission's Opinion and Order and the record in this case, IEU's objections to the compliance

tariffs should be denied and the compliance tariffs should be approved.

It is clear from IEU's filing that IEU's objections relate to its disagreement with the

Commission's Opinion and Order, rather than with the surcharge levels proposed by the

Cornpanies or whether the compliance tariffs are consistent with the Opinion and Order. IEU

argues that "the Commission is without authority to increase rates for the recovery of ...

Phase I costs ...:'(IEU Objections, p. 1). IEU goes on to urge the Commission'°[o abide by

Ohio law, reject AEP's tariff proposal and acknowledge on its own initiative that the Opinion

Tnis is to certi¢y tl+At the imagas aWeaiing are an
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and Order issued in this proceeding on April 10, 2006 is both unlawful and umeasonable." (Id.)

These broad attacks on the Commission's Opinion and Order are misplaced at this stage of the

proceeding. While such attacks nught aiise in an application seeking rehearing of the April 10,

2006 Opinion and Order, they do not present a basis for rejecting the compliance tariffs.

IEU's eight specific objections do not advance its position either. IEU objects that the

proposed tatiff provides no mechanism to reconcile estimated and actual Phase I costs and

recoveries. IEU is mistaken. In his pre-filed testimony Companies' witness, Craig Baker,

testified that the net of over- and under-recovered Phase I revenues will be subtracted from or

added to the Construction Work in Process accounts which will be nsed in determining the IGCC

Recovery Factor in Phase 111. (Companies' Ex. 2, p. 5). Therefore, a reconciliation mechanism

exists in the Coinpanies' prroposal.

IEU also objects that the compliance tariff does not provide a refund obligation in the

event the Coinpanies' IGCC proposal is found to be unreasonable or unlarvful. In a related

objection, IEU argues that Phase I cost recoveries should be refunded if no benefits for the

Companies' customers materialize. IEU misses the point. Phase I recovery is not dependent on

the eventual construction and operation of the Companies' proposed IGCC facility. Instead, as

tlre Commission con•ectly noted, Phase I cost recovery is linked to the investigation, analysis,

evaluation and development of a realistic plan to address concerns raised in this case by IEU and

other parties. (Opinion and Order, p. 20). These activities have real costs and, as the Companies

have stated publicly, they must have a clear path to recovery if they are to go forward with an

IGCC facility in Ohio.

IEU argues that the surcharges should not be applied to the generation rate component

since the Commission has linked construction of an IGCC facility to the Companies' distribution
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service obligation. The Companies proposed that Phase I surcharges would be bypassable. The

proper way to accomplish that objective is to place the surcharge on the generation rate

component so that the surcharge is not assessed on shopping customers. Further, the Companies

proposed that Phase I recoveries would serve to reduce the amount of possible additional

generation rate increases permitted under their Rate Stabilization Plans. That aspect of the

Companies' proposal would not make sense if the surcharge were applied to the distribution rate

component.

IEU also objects on the basis that the Commission's Opinion and Order is unclear

regarding when and how Phase I costs should be recovered. This objection actually relates to the

Commission's Opinion and Order, not to the compliance tariff. Nonetheless, to clear up any

confusion under wliich IEU may be laboring, the Companies note that while the compliance

filing could not become effective in January 2006 as they had proposed they have adhered to the

12-month recovery period they had proposed and have suggested commencement as soon as

possible while still giving the Commission an opportunity to review the Phase I surcharges and

to order their effective date.

IEU's remaining objections concem: the absence of a link between authorization of the

surcharge and the Companies' need for rate relief; the. Companies' funding of their IGCC

facility; and allocation of Phase I costs to the Companies' affiliates in the AEP-East region.

Again, these objections relate to the Comniission's Opinion and Order and not to the tariff filed

in compliance with that Opinion and Order. These objections are not a proper basis for rejecting

the compliance tariff.

IEU has not presented any objections which merit rejection of the compliance filing. In

the main, its objections are to the Opinion and Order. In fact, IEU has not presented a single
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instance in which the compliance tariff is inconsistent with the Opinion and Order. The

Commission should approve the compliance filing and permit the proposed surcharges to

becoine effective with bills rendered beginning Cycle 1, June 2006.

Respectfully submitted,

da - oK -

Marvin I. Resnik, Trial Att.orney
Sandra K. Williams
American Electric Power Service

Corporation
I Riverside Plaza, 29th Floor
Columbus, Ohio 43215
(614) 716-1606
Fax: (614) 716-2950
E-mail: miresnik@aep.com

Daniel R. Conway
Porter, Wright, Morris & Arthur LLP
41 S. High Street
Columbus, OH 43215
Telephone: (614) 227-2270
Fax:(614)227-2100
Email: dconway@porterwright.com

COUNSEL FOR COLUMI3US SOUTHERN
POWER COMPANY AND OHIO POWER
COMPANY

4

00067



CERTIFICATE OF SERVICE

I hereby certify that a copy of Columbus Southern Power Company's and Ohio Power
Company's Response To Industrial Energy Users-Ohio's Objections To Tariff Filing were
served by U.S. Mail and electronic mail upon counsel identified below for all parties of record
this 28th day of April, 2006.

AL 'a
Marvin I. Resnik

PARTIES OF RECORD

Steve Nourse
Thomas McNamee
Attorney General's Office
Public Utilities Coinmission of Ohio
180 East Broad Street, !^h Floor
Columbus, Ohio 43215-3793

Jeffrey L. Small
Kimberly W. Bojko
Assistant Consumers' Counsel
Ohio Consumers' Counsel
10 West Broad Street, Suite 1800
Columbus, Ohio 43215-3485

Joseph Condo
Calpine Corpoiation
250 Pai-kway Diive, Suite 380
Liircolnshire, Illinois 60069

David Boelun
Michael L. Kurtz
Boehm, Kuttz & Lowery
36 East Seventh Street, Suite 1510
Cincinnati, Ohio 45202

Thomas L. Rosenberg
Jessica L. Davis
Roetzel & Andress, LPA
National City Center
Twelfth Floor
155 EastBroad Street
Columbus, Oltio 43215

Sally W. Bloomfield
Thomas J. O'Brien
BRICKER & ECKLER LLP
100 South Third Street
Columbus, Ohio 43215-4291

Kathy J. Kolich
FirstEnergy Corp.
76 South Main Street
Akron, Ohio 44308

Samuel C. Randazzo
Lisa McAlister
McNees, Wallace & Nurick
Fifth Third Center
21 East State Street, 17th Floor
Columbus, Ohio 43215

Thomas E. Lodge
Carolyn S. Flahive
Thompson Hine LLP
10 West Broad Street, Suite 700
Columbus, Ohio 43215-3435

M. Howard Petricoff
Vorys, Sater, Seymour and Pease LLP
52 East Gay Street
P.O. Box 1008.
Columbus, Ohio 43216-1008

00068

{



Evelyn R. Robinson
Green Mountain Energy Company
5450 Frantz Road, Suite 200
Dublin, Ohio 43068

David C. Rinebolt
Ohio Partners for Affordable Energy
231 West Lima Street
P.O. Box 1793
Findlay, Ohio 45839-1793

John W. Bentine
Bobby Singh
Chester, Wilcox & Saxbe LLP
65 East State Street, Suite 1000
Columbus, Ohio 43215-4213

Dane Stinson
Bailey Cavalieri LLC
10 W. Broad St.
Suite 2100
Columbus, Ohio 43215

00069



s
NL^

BEFORE
THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Application of
Columbus Southern Power Company and
Ohio Power Company for Authority to
Recover Costs Associated with the
Construction and Ultimate Operation of an
Integrated Gasification Combined Cycle
Electric Generating Facility.

Case No. 05-376-EL-UNC

-u

^-^,
OBJECTIONS OF THE INDUSTRIAI. ENERGY USERS-OHIO w

TO THE TARIFF FILING BY COLUMBUS SOUTHERN POWER COMPANY ^
AND OHIO POWER COMPANY

Samuel C. Randazzo, Trial Attomey
Lisa G. MoAlister
Daniel J. Neilsen
MCNEES WALLACE & NURICK LLC
21 East State Street,l7t" Floor
Columbus, OH 43215-4228
Telephone: (614) 46J-8000
Telecopier. (614) 469-4653
samCaZmwncmh.com
tmcatister Omwncmh.com
dneilsen(dlmwncmh.cam

April 21, 2006 Attorneys for Industrial Energy Users-Ohio

Taia 3s to aBi'Cf•fy tD?+t th® 1ma4av appeasina are an

accarate apd ooulplete raDrodaationa of a oaee ESIe

floceaAeat eo,ii in the regular ooarae ofa 4!

4eahnician,.-m^ pYOQ^6°d l ^°

00070



BEFORE
THE PUBLIC UTIUTIES COMMISSION OF OHIO

In the Matter of the Application of
Columbus Southem Power Company and
Ohio Power Company for Authority to
Recover Costs Associated with the
Construction and Ultimate Operation of an
Integrated Gasification Combined Cycle
Electric Generating Facility.

Case No. 05-376-EL-UNC

OBJECTIONS OF THE INDUSTRIAL ENERGY USERS-OHIO
TO THE TARIFF FIUNG BY COLUMBUS SOUTHERN POWER COMPANY

AND OHIO POWER COMPANY

The Industrial Energy Users-Ohio (IEU-Ohio) hereby objects to the proposed

tariff and rate increase filing submitted by Columbus Southem Power Company ("CSP")

and Ohio Power Company {"OP') in this proceeding on April 20, 2006. As IEU-Ohio

demonstrated and explained during the litigation and briefing portion of this proceeding,

the Commission is without authority to increase rates for the recovery of what have

been characterized as Phase I costs estimatel by CSP and OP (coSfectiveSy referred to

as "AEP") to be $23.7 million. IEU-Ohio incorporates herein its prior arguments

regarding the Commission's authority and urges the Commission to abide by Ohio law,

reject AEP's tariff proposal and acknowledge on its own initiative that the Opinion and

Order issued in this proceeding on April 10, 2006 is both unlawiul and unreasonable.

!n addition to the legal and other positions which IEU-Ohio has previously

advanced in this proceeding, the Commission must reject the proposed tariff filing

because, among other reasons:
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• The proposed surcharges are based on estimated costs and the proposed
tariffs have no mechanism to reconcile estimated with actual costs or
ensure that the proposed surcharges do not produce excess revenue as a
function of variances tied to differences between assumed and actual kWh
sales levels.

• The proposed surcharges and tariff sheets do not include an obligation to
refund any collection of Phase I costs in the event that the Commission,
upon further examination, or the Ohio Supreme Court on appeal, finds that
AEP's IGCC proposal is without nterit, is unreasonable or unlawful.

• The proposed surcharges apply to generation rates while the
Comm"ission's April 10, 2006 Opinion and Order treats the costs as related
to the distribution function. The logic of the Conunission's April 10, 2006
Opinion and Order requires that any surcharge be appried to distnbution
charges not generation service charges. iRecovery of ihe Phase I costs
on a per kWh basis also works against Ohio's economic retention and
development efforts at a time when Ohio is losing jobs at a record setting
pace.]

! • The proposed rate-increasing surcharges have not been tested against
any analysis of AEP's need for rate relief, there has been no showing that
AEP's existing rates are inadequate to provide a reasonable return and
there has been no showing that the use of the funds produced by the
surcharges are related to the provision of public utility service or the
operation of used and useful property, facilities or equipment.

• The Commission's Opinion and Order of April 10, 2006 is so undear about
how and when AEP should be pennitted to recover the Phase I costs that
it is impossible to detennine if AEP's proposed tariffs comply with said
Opinion and Order. In this context, approval of AEP's proposed tariffs
violates both procedural and substantive due process rights granted by
Ohio's and the United States' Constitutions.

• There is nothing in the proposed tariffs that obligates AEP to hold the
funds generated by the proposed surcharges in trust for a specific and
dedicated use that will produce benefits for AEP's Ohio customers with an
obl'igation that AEP refund such funds in the event that such benefits do
not materialize.

• There is nothing in the proposed tariff sheets that obligates AEP to
undertake good faith and proactive efforts to secure funding from other
sources prior to imposing any surcharges on Ohio customers.

• There is nothing in the proposed tariffs that property assigns or allocates
the Phase I costs to the other non-Ohio affiliated operating companies in
the AEP-East region in the context of affirmat'ne representations by AEP

{c2oss2:} 2
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that its desire to proceed with the IGCC project is based on a need for
generating capacity within such region, and no showing that such capacPty
is needed in Ohio. There is no good reason for Ohio to direct that Ohio
customers alone pay these costs.

For the reasons explained ahove, IEU-Ohio urges the Commission to reject

AEP's Apri120, 2006 tariff filing.

Respectfully submitted,

(G205s2:)
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Lisa G. McABster
Daniel J. Neilsen
MCNEES WltLLACE & NURICK LLC
21 East State Street, 17ti' Floor
Calumbus, OH 43215-4228
Telephone: (614) 469-8000
Telecopier: (614) 469-4653
samCalmwncmh.com
Imcalisten^mwncmh.com
dneilsen(^mwncmh.com

Attorneys for Industrial Energy Users-Ohio
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COUNSEL

Steven Lesser
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BEFORE
THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Application of
Columbus Southern Power Company and
Ohio Power Company for Authority to
Recover Costs Associated with the
Construction and Ultimate Operation of an
Integrated Gasification Combined Cycle
Electric Generating Facility.

Case No. 05-376-EL-UNC

REPLY BRIEF OF INDUSTRIAL ENERGY USERS-OHIO

1. INTRODUCTION

In accordance with the schedule established by Attorney Examiners Lesser and

See, Industrial Energy Users-Ohio ("IEU-Ohio") submits its Reply Brief for consideration

by the Public Utilities Commission of Ohio ("Commission").

IEU-Ohio's Reply Brief focuses on claims made in the Initial Briefs of Columbus

Southern Power Company ("CSP") and Ohio Power Company ("OP") [collectively,

"Companies" or American Electric Power Company ("AEP°)] and the Commission Staff

("Staff') without being redundant ! Any failure by IEU-Ohio to specifically address a

proposal by any of the parties within this proceeding is not an indication that IEU-Ohio

' On September 20, 2005, parties with diverse interests and stakes in this proceeding 51ed Initial 13riefs,
including: the Office of the Ohio Consumers' Counsel (°OCC"), the Ohio Energy Group ("OEG"), the
Internationai Brotherhood of Electrical Workers Local #972, United Association of Journeymen and
Apprentices of the Plumbing and Pipe Fitting Industry of the United States and Canada Local #168,
Parkersburg-Marietta Building.and Construotion Trades Council AFL-CIO and Ironworkers Local #787
(collectively, "Unions"), Baard Generation, LLC, Consteilation Energy Commodities Group, Inc. and
Constellation tdewEnergy, Ino. ("Constellation°), Calpine Corporation, Lima Energy Company, FirstEnergy
Solutions Corporafion, Direct Energy Services, LLC, Ohio Partners for Affordable Energy ("OPAE"), Staff,
Industrial Energy Users-Ohio ("IEU-Ohio'), and Columbus Southem Power Company and Ohio Power
Company (collec6veiy, `AEP"). Most of the matters raised in AEP's and Staffs Initial Briefs have been
addressed in combination by the other parties in this proceeding in their initial Briefs. Accordingly, in this
Reply Brief, I EU-Ohio will attempt to avoid redundancy where possbie.

(c1911Qa)
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has altered its position regarding the proposal contained in AEP's Application or that

any unaddressed position has merit.

Before getting into specific issues contested in this proceeding, IEU-Ohio urges

the Commission to consider how this case came to be, how the case has played out

and the bigger picture implications of accepting the bait that AEP asks the Commission

to use to hook Ohio retail customers. The Companies' Initial Brief does little more than

repeat unsupported assertions in the Companies' prefiled testimony. The Companies

appear to have made a strategic decision to withhold a reasoned examina6on of the

conflicts between their assertions and the law or evidence perhaps seeking advantage

by effectively eliminating any opportunity for the other parties in this proceeding to set

the record straight through their Reply Briefs. The Companies were free to make this

choice but the Companies' tactic highlights one of the fundamental problems in this

proceeding: the problem that arises from reliance on an adversarial regulatory process

to test the claims made by a utility intent on turning captive customers into captive

investors and guarantors against AEP's business and financial risks.

If the Companies sought capital or guarantees against risk from the marketplace,

they would have an affirmative obligation to tell the truth and nothing but the truth and

disclose all information that might reasonably and materially affect an evaluation of the

investment opportunity.2 The Companies could not present guesstimated cost

information for a claimed 30 or 40-year useful life of an asset while harboring

2 The Securities Act of 1933 includes stringent penalties that apply to any person that makes an untrue
statement of a material fact or fails to disclose a material fact the disciosure of which was required to
make a statement not misleading. Sedion 11 of this Act also authorizes suits in courts of law and equity
against a variety of persons including "every accountant, engineer, or appraiser, or any person whose
profession gives authority to a statement made by him, who has with his consent been named as having
prepared or cerfified any part of the registration statement, or as having prepared or certified any report or
valuation which is used in connection with the registration statement, with respect to the statement in
such registration statement, report, or valuation, which purports to have been prepared or certified by
hirm" See 15 U.S.C. § 77a et seq.

(C19190:4}
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information that indicates that the useful life might really be something substantially

less. The Companies could not claim that their favored approach for the use of

proceeds from a stock issuance involves proven technologies when none of the

components have been proven to work together. The Companies could not claim that

the output of a proposed generating asset would be used to meet the service needs of

retail customers in Ohio while knowing that existing affiliate contracts and current

regional transmission organization (°RTO") requirements make any dedication to this

purpose impossible. The Companies could not claim on one page of the prospectus

that the output of proposed generating assets would be used to meet unanticipated

demand and on the next page show cost-per-kWh estimates predicated on high

capacity factors and baseload utilization. The Companies could not encourage

investors to bank on environmental benefits without disclosing the additional capital

cost, operating costs and ef6ciency penatties that must be incurred to produce such

benefits.

Any failure to affirmatively disclose information material to the investment

decision would subject the Companies and their managers to civil and ciiminal

penalties. Tr. Vol. VI at 127-131. There would be no opportunity to hold back

Information to gain an advantage over a potential investor and viotations would carry

strong penalties. Investors would not be subject to prejudice as a result of their failure

to use just the right words in an information request. The Companies would have no

lawful opportunity to redact documents to keep material information away from the

investing public. Investors would not be condemned to rely on speculation advanced by

the Companies as though the speculation was a preview of a certain future. Potential

(C19110:4)
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investors always have the opportunity and the right to bypass an investment or risk-

underwriting opportunity.

In addition to the law and evidence, the stark contrast between what the

Companies would be obligated to do if they sought capital and risk guarantees from the

marketplace and what the Companies have done to secure the relief they seek in this

proceeding compels a rejection of the Companies' proposal. The Companies' proposal

is nothing less than a request that Ohio, through the Commission, award an unbid

contract involving billions of dollars through procedures that defy due diligence and

encourage contract beneficiaries to withhold or to favorably characterize forward looking

statements without revealing that the statements are the product of aggressive

assumptions and speculation about the future. Ohio's recent and decidedly

embarrassing experience with investments made through unbid contracts, investments

made without due diligence, investments made without the imposition of measurable

accountability on the managers of the investments and investments "encouraged" by

government agencies or well intended govemment officials provide lessons that apply

here.

The Reply Brief that American Municipal Power-Ohio ("AMP-Ohio") filed in this

proceeding on October 7, 2005 shows the potential consequences - unintended, no

doubt - of the "encouragement" the Companies believe they received from the

Commission to transform captive customers into captive investors. AMP-Ohio's Reply

Brief indicates that AMP-Ohio asked AEP to participate in an IGCC project and

expressed a willingness to assume a portion of the risks of an investor. AMP-Ohio

Reply Brief at 4. AMP-Ohio's Reply Brief indicates that AEP seemed interested at one

point in partnering with AMP-Ohio but cooled to the idea. Id. AMP-Ohio's Reply Brief

(C19710:4)
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indicates that the Commission's encouragement may have chilled AEP's interest in

alternatives like the one presented by AMP-Ohio. it is easy to see how a chill may have

fallen on the AEP and AMP-Ohio discussions. Why should AEP bother itself to work

things out with AMP-Ohio so long as AEP had reason to believe that the Commission

might be willing to transform captive customers into captive investors while providing

AEP with a return of and on investment (used and useful or not) as though AEP had

skin in the game?

Regardless of the result that IEU-Ohio believes is required by the law and the

evidence, the Commission must reject AEP's invita6on to transform captive customers

into captive investors because these recent lessons confirm that nothing good can

come from the transformation AEP proposes.

The Initial Brief of the Staff presents a different type of problem, a problem that

also is a byproduct of the Commission's processes. After presenting witnesses who

testified that the Staff did not have a position regarding AEP's proposal,3 the Staff has

used the briefing stage to roll out a position. The position is rolled out in the form of a

conclusion that comes with no meaningful reasoning and no citation to the record or the

law. The Staff has used its privileged position in Commission proceedings - a position

that does not subject the Staff to discovery - to effectively deprive all other parties of

their right to cross-examine the Staff and to rebut the previously undisclosed position of

the Staff.

Beyond the due-process-denying-consequence of the Staffs untimely revelation

of iEs position, the Staffs position is also fatally flawed. In simple terms, the Staff

concludes that Ohio customers should he required to send more money in the form of

' See Staff Exhibit 1 at 2; Staff Exhibit 2 at 2; Staff Exhibit 3 at 1-2; Tr. Vol. V at 241; Tr. Vol. VI at 29, 78-
79.

(C19110:4)
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higher prices to AEP so that AEP might be able to prove that its Phase II and Phase III

installments are warranted. The fact that the Staff appears reluctant to condemn (at

least for now) the Companies' Ohio customers to shoulder the burdens presented by

the Companies' Phase II and Phase III charges is perhaps better than giving in to AEP's

total demand. But, the StafPs untimely position is nonetheless unlawful and

unreasonable.

II. PLEASE DO NOT FEED THE POLR BEARER

IEU-Ohio and others discussed in their Initial Briefs the legal and factual defects

in the Companies' and Staffs concocted stories about the provider of last resort

("POLR") obligation and the results the Companies and now the Staff seek to draw from

their concocted stories. Try as they might, neither the Companies nor the Staff can

weave a story strong enough to bypass Ohio law which states that the Companies'

compensation as POLR bearer is provided through the charges that apply to the

standard service offer ("SSO"). POLR and SSO are not separate and distinct

obligations of an electric distribution utility ("EDU").

The Commission describes "POLR" in conjunctPon with rules adopted by the

Commission to address the SSO obligation:

Standard service offer is the provision of a market-based variable-rate
firm generation service offered by the EDU as the provider of last resorL
Provider of last resort is the statutory responsibility of the. EDU to
provide electric supply service to its customers on a comparable and
nondiscriminatory basis within its certified territory. This responsibility may
be fulfilled by the EDU providing standard service offer and by providing
all other retail electric services necessary to maintain essential electric
service to consumers.

Rule 4901:1-35-03, Appendix A, Ohio Administrative Code.4

`SecGon 4901:1-35-02(C), Ohio Administrative Code, does pemiit an EDU to propose aitematives to the
SSO approaches spelled out in the Commission's rules but only if there is substantial suppoit from a
number of interested stakeholders.
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Pursuant to Seotion 4928.14, Revised Code, the SSO is a physical generation

service available at a market-based price. Section 4928.14(A), Revised Code, states

that an EDU must provide consumers, " on a comparable and nondiscr^minatory

basis within its certified territory, a market-based standard service offer of all

competitive retail electric services necessary to maintain essential electric

service to consumers, including a firm supply of eiectric generation service."

Section 4928.14(C), Revised Code, states that the failure of a competitive retail electric

service ("CRES") provider to provide retail electric generation service to customers

within the certified territory of the EDU results in the CRES's customers defaulting to the

utility's SSO until the customer chooses an altemative CRES provider. Neither the

Revised Code nor the Ohio Administrative Code authorize the Commission to establish

compensation for the generation service that EDUs provide to customers that are not

served by a CRES through any means other than the SSO and nothing in Constellation

NewEnergy, Inc. v. Pub. Util. Comm'n, 104 Ohio St.3`° 530 (2004) (hereinafter

"Constellation) says otherwise.

Nobody in this proceeding is arguing that the Companies should not be

compensated for being POLR bearers or meeting their SSO responsibilities. The issues

framed by the Companies' proposal and the Staffs untimely revealed position involve

questions about the level, method and form of the compensation proposed by the

Companies. The proposed level and method of defining the compensation are tied to

an unspecified costing methodology and special accounting treatment - not market-

based prices. The proposed form of almost all of the compensation involves a non-

bypassable adder that is attached to the Companies' distribution service - not the

Companies' 880. The non-bypassable aspect of the Companies' proposal also means

{Crano:4}
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that customers will have no effective opportunity to benefit from the selection of the

competitive bidding option available pursuant to Section 4928.14, Revised Code.

It is IEU-Ohio's and others' position that the level, method and form of the

compensation sought by the Companies are unreasonable and unlawful irrespective of

whether the Companies propose to meet their SSO obligations through the construction

of new generating capacity (regardless of technology), the use of existing generating

capacity or purchased power. Likewise, the objections un'rformly raised in this

proceeding by stakeholders who pay the bills are not objections to AEP's desire to

move forward with a type of IGCC technology. Rather, these objections are rooted in

the Companies' proposal to proceed with an experiment that may - if AEP's aggressive

assumptions prove real - benefit AEP's owners, parties contracting with AEP and

customers in several states white Ohio retail customers are left holding the bag if the

wheels come off. To add insult to injury, the Companies and Staff persist with their

concocted story about the implications of POLR in a proceeding where there has been

no demonstration that the hypothetical IGCC generating assets are required, can be

used or will be used to satisfy the Companies' POLR and SSO obligation. As IEU-Ohio

explained in its Initial Brief, AEP has failed to demonstrate that the relief it seeks In this

proceeding is rationally related to its POLR and SSO obligation.

The Companies and the Staff also seem to go out of their way to avoid a

forthright description of the role of RTOs (in this case PJM) or an accurate description of

the role PJM plays in making sure that there is adequate generating capacity in the

region served by AEP and other Ohio utilities. Regardless of the meaning of

Consteliation, the Ohio Supreme Court did not have before it information on the

(otasla4)
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generation reliability and dispatch role of PJM because neither The Dayton Power and

Light Company nor AEP were integrated into PJM until October 2004.5

IEU-Ohio read with interest the discussion in the StafPs Initial Brief on PJM's

Reliability Pricing Model ("RPM") proposal, particularly in view of comments recently

filed by the Commission in the proceeding dealing with PJM's RPM proposal before the

Federal Energy Regulatory Commission ("FERC") s As the Commission explained in its

RPM comments, "jt]he existing PJM installed capacity market originally was developed

to complement PJM's energy commodity market by providing electric loads a way to

meet the PJM-calculated reserve margin obligations through a market-based

process."7 According to these comments, the Commission is aware that PJM has

established reserve margin obligations and that these obligations are imposed by PJM

on all load serving entities including the Companies and any CRES provider operating

in the Companies'. service areas.

Staff witness Wissman understood and acknowledged PJM's role in ensuring

sufficient generation to meet demand. Tr. Vol. V at 219. Ms. Wissman understood and

acknowledged that PJM could and would direct the use of any IGCC plant built by the

Companies to serve customers in other states in accordance with PJM's rules that pool

all generating capacity subject to PJM's control far the benefd of load in the entire PJM

s See AEP's press release, available via the Internet at
httpllwww. aep.coMnewsroomfnewsreleases/defatdf.asp?dbcommand=displayreiease&ID=1157.

e P.J.M. fnterconnection, l.LC., FERC Docket No. EL05-148, et al, Comments of the Public UtilFfies
Commission of Ohio (October 6, 2005) (hereinafter "PUCO RPM Cornments"), available online at
http://FERRIS.FERC.gov/idmws/file_list.asp?accession num=20051006-5065. IEU-Ohio shares many of
the concems identified in the Commission's comments. But, the identification of problems with the RPM
proposal of PJM does not have anything to do with the fact that PJM currently controls the rules that
dictate the generating capacity reserve that must be held by the Companies or any CRES provider
aftempting to provide service to customers served by the Companies.

' !d at5.
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footprinte even if, as the Staffs Initial Brief suggests, Ohio slaps a distribution label on a

generation function. It is these realities that caused her to identify the need to modify

the PJM requirements (among others) to ensure that the benefits of any IGCC plant

were available exclusively to the Ohio customers who hold responsibility for the cost of

the IGCC plant under the Companies' proposal. Staff Exhibit 1 at 9-10.

The understood and acknowledged requirements of PJM include requirements

that all load serving entities hold adequate generating capacity, including reserve

capacity to meet the needs of their customers. Tr. Vol. V at 226. Of course, holding

generating capacity reserves involves costs. The evidence in this proceeding shows

that the Companies' non-bypassable distribution rider will impose additional generating

reserve costs on customers irrespective of whether they are being served by the

Companies. Company Exhibit 2 at 11, 14-15. It is this aspect of the Companies'

proposal that has been properly characterized as creating a barrier to entry for CRES

suppliers and a barrier to exit (shopping) for the Companies' customers. The practical

effect of the Companies' proposal imposes duplicative non-bypassable generating

capacity payments on any shopping customers. As discussed in the Commission's

comments on PJM's RPM proposal, the Companies' proposal may also impose

duplicative payments on those customers served by the Companies because any

generating capacity held by a"regulated" utility may not count towards meeting PJM's

generating resource requirement.

If the Commission proceeds unwisely and over the objections of customers to

establish a rigid mandatory and duplicative Ohio generating capacity obligation on top of

that already required by PJM, it should also act to provide Ohio customers who are

8 /d. at 220.
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burdened with these extra capacity obrigations with an opportunity to release capacity

into the secondary market. The Commission has made a very similar recommendation

to FERC:

The PUCO suggests that if PJM insists in organizing a rigid mandatory
capacity market, FERC should require PJM to set up a more formal
capacity release market mechanism, not unlike that established for the
interstate pipeline industry in FERC Order 636, where excess capacity
can be resold by direct purchase or short term contract to an LSE
requiring generating capacity by an LSE sitting on capacity commitments
it does not need.9

Unless customers have the right to release duplicative capacity obligations that arise

from Commission mandates and PJM requirements, Ohio's customers will be subjected

to an undue prejudice for no good reason.

llt. GENERATION IS DISTRIBUTION WHEN AEP SAYS SO

AEP suggests that its IGCC proposal, in which the distribution companies wiil

own or control the hypothetical IGCC generating assets, is legally permissible. AEP

asserts this position by reliance upon Section 4928.17(E), Revised Code, which states

that the Commission's jurisdiction under Title 49, Revised Code, applies when

generation assets are relied upon to provide transmission, ancillary and distribution

service. Initial Brief of Columbus Southem Power Company and Ohio Power Company

at 39 (hereinafter "AEP Brief").

Staff appears to buy into a similar theory by asserting that the Commission has

jurisdiction over the distribution function including generation assets used fnr the

purpose of ineeting an EDU's SSO obligation. Post Hearing Brief Submitted on Behalf

of the Staff of the Public Utilities Commission of Ohio at 9 (hereinafter, "Staff Brief"). In

fact, Staff states that "AEP's appfication does not... represent an effort to re-regulate

' PUCO RPM Comments at 16.
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generation...." Id. Yet, Staff states that the Commission's authority over distribution is

"entirely apart from electric generation service." ld.

On first blush, AEPs and the Staffs theories appear to fly in the face of Ohio

law. It is hard to see how these theories can be sustained as a matter of law since the

theories depend on establishing a new identity for the generating service component of

Ohio's SSO. Assuming these theories can be implemented lawfully, then their logical

implications dictate a broader form of relief than requested by the Companies or the

Staff.

Under AEP's theory, if the hypothetical IGCC assets relied upon to provide a

portion of its SSO obligation (which AEP calls "POLR service") are distribution assets by

virtue of Section 4928.17(E), Revised Code, then all generating assets relied upon to

provide SSO are as well. AEP's application of the law would subject all generating

assets used to satisfy SSO obligations to the same conditions and would not allow AEP

to selectively choose which generating assets relied upon to satisfy SSO obligations are

subject to Section 4928.17(E), Revised Code, or priced based at "cost" rather than

market-based prices. Indeed, if generation is really distribution, market prices have no

place in the pricing formula that the Commission is obligated to apply. Also, if

generation is really distribution, then the Companies are proposing to violate the

distribution rate freeze adopted by the Commission in the Companies' Rate Stabilization

Plan ("RSP"). In the Matter of the Application of Columbus Southern Power Company

and Ohio Power Company for Approval of a Post Market Development Period Rate

Stabilization Plan, Case No. 04-169-EL-UNG, Opinion and Order (January 26, 2005)

(hereinafter "RSP Order").
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AEP's proposed relief produces prices that are a hybrid of market-based prices

for some SSO generating capacity and cost-based prices for the IGCC portion. As

Ms. Wissman agreed, the Companies' proposal involves adding a plus or minus sign

foilowed by a cost-based IGCC value to the market-based price for SSO service. Tr.

Vol. V at 210-212. The Companies' proposal contains selected aspects of a traditional

ratemaking method, but without the safeguards of traditional ratemaking.

But, AEP's proposal presents the Commission with a pesky problem created by

prior Commission rulings. As discussed in fEU-Ohio's Initial Brief, the Commission has

ruled (over IEU-Ohio's objections and in favor of AEP) that cost-of-service is irrelevant

to the establishment of SSO prices. RSP Order at 18. This ruling came in response to

IEU-Ohio's argument that S50 is a regulated service and subject to evaluation under

the just and reasonable standard in Section 4909.18, Revised Code. If AEP and Staff

are really trying to get to a result that allows the Commission to affix a distribution

function label to the generation service component of SSO as a means of returning to

traditional regulation to establish SSO prices, then they may well be on to a result that

IEU-Ohio would support (perhaps for different reasons) provided that the approach is

uniformly applied to all generation assets (not just the ones that appear to have above-

market costs) used to meet POLR and SSO requirements. IEU-Ohio would prefer, in

any event, that this move be sanctioned by the Ohio General Assembly through

modification to Ohio's electric restructuring legislation.

If AEP's and Staff's statutory interpretation should prevail, IEU-Ohio urges the

Commission to immediately commence a full distribution rate case to estabhsh cost-

based SSO prices in accordance with traditional Ohio ratemaking practices and

substitute such prices for those presently scheduled to become effective January 1,

{Ote11aa}
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2006 under AEP's RSP. Similar action should also be taken in the case of all other

Ohio EDUs.

IV. AEP FAILED TO DEMONSTRATE THAT CONSTRUCTION OF AN 1GCC
FACILITY IS APPROPRIATE

AEP broadly quotes portions of the Whitepaper that was attached to the

testimonies of AEP witnesses Mudd and Jasper as justification for its IGCC proposal.

AEP Brief at 6-9. The record extensively demonstrates the flawed, incomplete and out-

of-date bases for the assumptions made in order to justify AEP's IGCC proposal as

sound and economically competitive when compared to other available technologies.10

While AEP continues to tout the alleged (but largely discredited) benefits of its proposed

hypothetical IGCC facility, the fact remains that it is not willing to back the investment

with shareholder dollars. AEP Brief at 23." AEP's proposal continues to rely upon

transforming captive distribution customers into captive investors to fund its IGCC

ambitions. !d.

A. The Pre-Construction Process Has Not Resulted in a Complete
Design, Let Alone a Reasonably Priced IGCC Facility and the
Contracting Process is Incomplete

AEP suggests it is not settling on any point until it is convinced IGCC is the right

choice for AEP and its customers. !d. AEP overlooks the obvious. Before it is settled

whether the IGCC facility is a reasonable choice, before it is settled what a definite cost

for the facility will be, before it is settled whether a turnkey contract can be agreed upon

10 IEU-Ohio will not repeat the arguments made in its Initial Brief but incorporates them herein by
reference.

"Specifically, AEP argues:

As Mr. Walker has testified, this facilily can be built in Ohio only if cost recovery is
assured. (Companies' Ex. 1, p. 7). If the IGCC facility is placed in a separate corporate
entity, there is no apparent way that cost recovery can be assured.

AEP Brief at 23.
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that provides a reasonably priced IGCC facility that can operate consistent with

assumptions, AEP wants guaranteed cost recovery.

Even Staff recognized that AEP's Application is premature. Staft's Initial Brief

begins by asserting that much time has been wasted critiquing AEP's proposal

inasmuch as there is "no point in this debate until AEP comes back with a detailed cost

presentation:" Staff Brief at 2.

It is unreasonable for the Commission to grant cost recovery for a proposed

hypothetical IGCC facility at the stage in which AEP's proposal currently stands. AEP

has done little to persuade the Commission or any reasonable person otherwise;

Admittedly, not all the factors are known today. The cost, an obviously
crifical factor, is being determined; future environmental requirements can
today only be estimated; Ohio's future utility regulatory structure is subject
to change. Faced with these uncertainties, the parties that oppose the
Companies' proposal ask the Commission to consider whether customers
can afford rates that would enable the Companies to proceed. The
Companies contend that this is the wrong quesfion. The question the
Commission must address is whether, despite the uncertainties, the
Companies, their customers and Ohio's economy can afford not to
approve the Companies' proposal.

AEP Brief at 9-10 (emphasis in original). IEU-Ohio asserts that the answer to AEP's

question is a resounding "yes!" The Commission, customers, and even AEP certainly

can afford to straddle some other state's ratepayers with the yet-to-be-defined costs of

AEP's hypothetical IGCC facility while Ohio customers continue to have access to the

low-cost generation that has already been paid for, in part, by Ohio customers.

B. The Benefits of AEP's Hypothetical fGCC Facility Do Not Exist as
Proposed in its Application

AEP has repeatedly touted the benefits of IGCC technology. IEU-Ohio has

already addressed the fact. that AEP's proposed hypothetical 1GCC facility will not

include many of the parts or functions necessary to obtain the benefits associated with
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a generic IGCC facility. IEU-Ohio Brief at 22-41, 43-48. While IEU-Ohio will not repeat

the discussion in its Initial Brief, there are several benefits identified by AEP in its Initial

Brief that Warrant discussion.

AEP claims that its pursuit of IGCC technology will "serve as a model to other

utilities and regulatory bodies around the country and will preserve the Companies' low

cost, reliable electricity." AEP Brief at 5. However, when questioned, AEP witness

Walker was not aware of any provisions or arrangements to share or make public any

information gained in the process of designing, developing or constructing AEP's

hypothetical IGCC plant. Tr. Vol. I at 91. In fact, AEP and its IGCC partners, GE and

Bechtel (collectively, the "Alliance") have gone to great lengths to prohibit any

information they deem proprietary to be kept out of the public domain. Given this

unwillingness to freely exchange information on the experience gained, it is unclear how

AEP's pursuit of IGCC technology, if approved by this Commission, wll be anything

other than AEP and the Alliance using an IGCC experiment financed by Ohio customers

to obtain a proprietary advantage in the market.

AEP also states that an IGCC facility will "contribute to the preservation of our

environmental resources for generations to come." AEP Brief at 5. First, it must be

noted that AEP's proposed hypotheticallGCC facility is not the only means of achieving

environmental benefits.1z AEP did not consider several other options. Second, for

AEP's hypotheticaf IGCC facility to be capable of achieving the level of environmental

12 For example, as I EU-Ohio noted in its Initial Brief, the Companies have admitted that they have neither
looked at how an expansion of interrupt7ble service offerings might be used in whole or in part as a
potential nieans of ineeting the SSO requirements nor studied whether conservatian and increased
energy efficiency steps may be employed to satisfy sonie of that unanGcipated need. Tr. Vol. IV at 32,
45. Similariy, AEP did not consider other types of generation options such as a nuclear facility, which
would not require carbon sequestration capability. Tr. Vol. 11 at 49. AEP did not consider retrofitting coal
gasification technology to any existing combined cycle facilities despite conceding that it is technicalty
feasible. Tr. Vol. II at 18-19; 77-78.
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benefits it flaunts in its advocacy, it would have to be capable of COZ capture.and

sequestration. However, while AEP touts the environmental benefits of IGCC

technology, in part due to this COz capture and sequestration, AEP does not readily

disclose that it does not plan to include CO2 capture and sequestration in its initial plans

and may never retrofit the plant to include COz capture and sequestration capability, Tr.

Vol. III at 106. Further, if COz capture and sequestration is implemented at the IGCC

plant, it will require additional capital investment and reduce the operating efficiency of

the IGCC plant. Tr. Vol. III at 86. Thus, IGCC technology may have the potential to

°contribute to the preservation of our environmental resources" but the contribution from

AEP's hypothetical IGCC facility, as proposed, offers no upside to the decidedly

expensive IGCC plant that it would have its customers finance and guarantee.

C. The Cost Recovery Mechanism is Not Appropriate

AEP focuses on the mechanics of its cost recovery mechanism as a basis to

assert it is reasonable. AEP Brief at 16-20. While the mechanics of the formulary

approach may result in AEP recovering 100% of the IGCC facility costs, this does not

segue to a conclusion that the cost recovery mechanism is reasonable. The evidence

presented in this case demonstrates that AEP did not seek to minimize the costs

associated with its SSO rates. AEP did not seek to bid out any portion of the proposal

and its consideration of other contractors was minimal. Indeed, as noted in the InitPal

Briefs of others, the structure of AEP's proposal actually provides incentives to increase

the overall IGCC costs.

AEP suggests that its cost recovery mechanism does not foreclose future

Commission review as to whether IGCC facility costs are reasonable. In fact, AEP

states that the Commission's approval of its Application "would not, however, mean that

(C791 to:a)
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the Commission would be unable to review whether the Companies' construction of the

IGCC facility was performed in a manner which resulted in certain costs being

unreasonably incurred." AEP Brief at 25. AEP fails to identify how the Commission

would ascertain the reasonableness of IGCC costs. Thus, not only has AEP failed to

meet its burden of proving that its Application is reasonable in this praceeding, but it has

also failed to set forth any metric by which the Commission could determine the

reasonableness when it is able to provide more precise cost infomnation at some point

in the future. AEP's cost recovery mechanism is not reasonable.

D. Raising the Cost of Doing Business in Ohio Through Hidden Taxes
Will Not Reduce Unemployment

As anticipated, the Companies' Initial Brief panders to concems about

unemployment in Southeast Ohio. They use these concems, concerns that occupy

about 10% of the pages in the Companies' Initial Brief, to set up a screen against the

legal and other defects in their proposal. They use these concerns in an atfempt to pit

Ohioans against Ohioans and to incite a debate over which jobs or which areas of the

State are more deserving of the Commission's attention.13 For nearly three years,

IEU-Ohio has been engaged in litigation with Monongahela Power Company ("Mon

Power") as a result of the implications of higher electric prices on the economy in

Southeast Ohio and IEU-Ohio needs no reminder about Southeast Ohio's vulnerability

or the potential for higher energy costs in Ohio to send more jobs across the border to

13 The barriers to economic retention and development in Southeast Ohio are varied. For exaniple, an
entire town (Cheshire, Ohio located in Gallia County next to Meigs County) was purchased and
evacuated as a result of the effects of power plant pollu6on on the area:
htto:llwwvr.forcottenoh.comlCheshirelcheshire.html

(ci911o:4)
18

00094



Indiana, Kentucky or West Virginia (also served by AEP)14 and overseas. For what it

may be worth, the unemployment rates in Indiana, Kentucky and West Virginia are all

lower than the rate in Ohio15 and Ohio's unemployment rate is well above the national

average.16

Ohio and U.S. SeasonatlyAdjusted
Unemployment Rates,1997-August2005
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If the Commission rejects AEP's proposal, AEP is nonetheless free to proceed

with a plan to build a new generating plant in Meigs County. So, the outcome of this

74 The Ohio Department of Job and Family Services publishes infomtation on conditions in Ohio's 12
economic development regions including Region 11 which includes Athens, Hocking, Meigs, Monroe,
Morgan, Noble, Perry, and Washington Counties.
http://lmi.state oh us/EDR/Arch'rve/2002/Reoort Southeast.PDF. Local economic development efforts in
the region are coordinated through the Buckeye Hills-Hocking Valley Regional Development District
("BH-HVRDD'), which serves as a Local Development District ("LDD") for the Appalachian Regional
Commission ("ARC') and an Economic Development District (°EDD") for the Economic Development
Administration ("EDA"). See http:/lwww.buckevehiils.ora. BH-HVRDD's Development Department
routinely structures project packages.which include funding assistance from federal and state government
agencies. Rather than prosecuting applications to transform captive customers into captive investors, the
Companies might consider working with BH-HVRDD and other regional and state agencies to tap the
large amount of federal funds made available far "clean coar' projects as a result of The Energy Policy
Act of 2005.

15 See the Regional and State Employment and Unemployment August 2005 publication issued on
September 16, 2005 by the Bureau of Labor Statistics of the U.S. Department of Labor and available via
the Internet at http:/Iwww.bls.oov/news.release/ndf/laus.^df.

16 See the current labor market information published by the State of Ohio at
htto:!/imi.state.oh.uslLAUS/LAUS-CurrentLaborForceEstimates htm.
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case has no necessary relationship between AEP's transparent, self-serving interest in

unemployment in Meigs County and AEP's ability to act on its concems.

Unemployment is and has been an Ohio problem and raising the cost of doing

business in Ohio through higher electric prices while transferring the business and

financial risks of IGCC investment to Ohio customers is an odd and ironic means of

addressing Ohio's unemployment. Based on the most reoent report issued by the Ohio

Department of Job and Family Services (attached as Appendix A),17 333,500 Ohioans

are unemployed out of a total labor force of 5,978,100. These data show that 800 are

unemployed in Meigs County out of a labor force of 8,900 (9.4% rather than the 12.5%

statistic AEP used in its Initial Brief).i8 There are 2,800 people unemployed in Canton,

Ohio - the location of The Timken Company - and 1,900 unemployed in Hancock

County - the location of Marathon Petroleum Company. The concems about the

Companies' proposal identified in the testimony offered by The Timken Company and

Marathon Petroleum Company are not even mentioned in the Companies' Initial Brief.

The Companies resort to concerns for employment in Meigs County as though

such concerns are a substitute for a demonstration that their proposal is warranted

based on its own merit. This attempted switcheroo proves, implicitly, that the

Companies' proposal cannot stand on its own.

If Ohio wants to do something to reduce unemployment in Meigs County or

elsewhere, it should do it directly in a way that alloWs elected officials to make the

difficult calls rather than indirectly by effectively imposing a hidden tax on Ohio electric

customers presented in the form of an IGCC Recovery Factor. Using the Companies'

17 To the extent required, IEU-Ohio requests that the Commission take adminisirative notice of the
unemployment data published by the State of Ohio.

78 AEP Brief at 13.
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guesstimate of $1,174,400,000.0019 from Mr. Jasper's Supplemental Testimony, each of

the 125 permanent jobs they say will be added as a result of an IGCC plant in Meigs

County would cost approximately $9.4 million. Surely there is a more eft'icient means of

addressing unemployment in Southeast Ohio.

V. APPROVAL OF AEP'S PROPOSAL WILL HARM DEVELOPMENT OF A
COMPETITIVE MARKET IN OHIO

The AEP proposal will harm competi6ve markets. Under AEP's proposal,

customers have two choices: 1) they can take service from AEP at its SSO rate, which

includes a charge for IGCC costs; or 2) they can take generation service from a CRES

provider (at a rate that is assumed to be comparable to AEP's SSO rate) AND pay for

AEP's IGCC costs. Under this scenario, why would any reasonable customer shop?

AEP's proposal would require shopping customers to subsidize the IGCC facility,

whether or not they receive any of the output of the facility. This requires CRES

providers serving shopping customers to duplicate or provide redundant services and

harms the competitive market. This is also in viofation of Section 4928.14, Revised

Code, and Rule 4901:1-35-03, Appendix A, Ohio Administrative Code, which require

that the EDU provide electric supply service to its customers on a comparable and

nondiscriminatory basis.

AEP argues that because the Recovery Factor in Phase III would be adjusted

based on the difference between the market-based standard service offer and the IGCC

Cost Recovery Factor, and because the "capacity of the proposed plant would be

dedicated to serving the Companies' POLR load" that its proposal will not harm

competition_ AEP Brief at 27. AEP's suggestion that by simply adjusting the Recovery

" Company Exhibit 5a at WMJ Ex. 3.
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Factor (which includes a return on and a return of the investment in the IGCC facility,

operating expenses including fuel and consumables, and purchased power costs

incurred when the IGCC is not operating) amounts to a smoke and mirrors attempt to

shift the focus from the fact that all customers, regardless of whether they receive the

output from the hypothetical IGCC facility, pay this surcharge. Company Exhibit 2 at 9-

11; Tr. Vol. II at 17. Customers that never leave AEP to shop have a clear benefit over

those that do shop.

As recognized by Staff, the only way to avoid providing such an advantage over

other competing merchant plant developers or CRES providers is to provide merchant

generators and CRES providers an opportunity comparable to the opportunity that AEP

would have if its proposal is adopted. Tr. Vol. V at 162-166. While it is unclear to

IEU-Ohio how the Commission could accomplish this, what is clear is that such a plan

would only serve to ratchet electric rates upward.

Additionally, and as previously discussed, there is no present ability for AEP or

anybody else to dedicate the output of the hypothetical IGCC to Ohio customers.

Modifications to the Interconnection Agreement are necessary in order to ensure that

Ohio customers receive the output from the IGCC unit. Tr. Vol. II at 23?0 However,

AEP has no plans to seek or make modifications to the Interconnection Agreement.

Absent such modificafions, any useful capacity or energy available from AEP's

proposed IGCC plant will flow to customers in other states served by AEP and subject

to PJM's reliability control. Staff Exhibit I at 10; Company Exhibit 2 at 14; Tr. Vol. V at

220.

20 Without modification of the Interconnection Agreement, the cost and any output of a new power plant
will be "socialized" or distributed to each AEP operafing company (including OP and CSP) in accordance
with the Interconnection Agreement that has been in place since 1951.

(c1s11a.4)
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VI. STAFF'S POSITION HARMS OHIO CUSTOMERS

Staffs view that much time has been wasted critiquing AEP's proposal inasmuch

as there is "no point in this debate until AEP comes back with a detailed cost

presentation" is not shared by AEP, which betieves this "is a relatively simple case" that

involves up-front approval of AEP's proposal. Staff Brief at 2; AEP Brief at 1. Despite

stating that the issues of the "appropriate level of cost recovery as well as the method of

recovery... need not and should not be decided presently," Staff states that AEP should

be permitted to recover the Phase I costs associated with the pre-construction costs of

the hypothetical IGCC facility so that the Companies "will have the funds to investigate,

analyze, evaluate, and develop a realistic plan to address the very real concerns

presented in this case." Staff Brief at 3-4, 18.21 Staff indicates that the basis for its

determination that AEP should be permitted to recover the Phase I costs is that it is a

way to develop a plan to address StafPs "very real" (but undefined and totally lacking

record evidence support) concerns about the long-term reliability and security of the

energy supply for the SSO obligation. Id. at 3. Staff concludes its Post Hearing Brief by

noting that The Energy Policy Act of 2005 provides significant incentives for deployment

of clean coal technologies, which could positively impact the economic analysis

associated with AEP's proposal and provide additional support for concluding that the

proposal should be more closely examined. !d. at 19.

Staffs logic is fatally flawed. As [EU-Ohio pointed out in its Initial Brief, if AEP is

permitted to recover costs from customers, the loan guarantees established in The

Energy Policy Act of 2005 become unavailable. See P.L. 109-58 at Section 414

Z' Staff also aoknowledges that °[ojnly time and investigation will tell if AEP or some other entity should
build a plant...° but that we do not have ttwse answers now. Staff Brief at 19.

{oM1o:4}
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(August 8, 2005) 22 Additionally, AEP already indicated that it is not interested in

governmental assistance or loan guarantees. If Staffs proposal is approved,

opportunities to take advantage of federal money are foreclosed. If the Commission is

dedicated to both IGCC technology and reasonable prices for Ohio customers, the

Staffs proposal must be rejected.

Staff states that there are three options for provisioning SSO: building, buying

from the market or buying from generation owners. Staff Brief at 10. Staff then argues

that the EDUs should have discretion over which option (or combination of options) it

will utilize in fulfilling its SSO obligations rather than the Commission making those

decisions or dictating specific directives in advance. Staff Brief at 10. Staff misses the

mark here. This case is not about the Commission dictating which option AEP can

utilize to fulfill its SSO obligation. It is about ensuring that the option selected by AEP is

reasonable and lawful. As Staff has recognized, AEP has not met its burden of proving

its Application is reasonable.

Staff also argues that "if the EDU is to supply no-notice POLR power at a

stabilized price, rather than simply flowing through whatever price the market presents

at the time the purchase is made, the EDU would need to make other arrangements to

deal with the financial risk of offering a stabilized price." ld. at 11. There are several

flaws in this argument. First, the assumption Staff makes (that the EDU is to provide

POLR power at stabilized rates) only applies during the RSP period. After the RSP,

AEP's SSO must be market-based and is no longer subject to the RSP caps. At that

ZZ Secfion 414 states:

The Secretary is authorized to provide loan guarantees for a project to produce energy
from a plant using integrated gasification combined cycle technology of at least 400
megawatts in capacity that produces power at compe6five rates in deregulated energy
generation markets and that does not receive any subsidy (direct or indirect) from
ratepayers.

{o1s»o:4}
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point, EDUs must provide, at a minimum, a variable rate SSO service the price of which,

according to the Commission's rules, "may vary with changes in wholesale market

prices and may be adjusted at any time as changes in market conditions dictate. A

retail customer taking a variable-rate service assumes the risks of changes in wholesale

market prices and conditions." Rule 4901:1-35-03, Appendix A, Ohio Administrafive

Code. Thus, recovery of the costs of the hypothetical IGCC generating facility must be

subject to market conditions, not up-front cost-based recovery from captive customers.

It is also important to note that the "no-notice" implies that it would be used to

serve customers returning to the EDU, as opposed to those customers that remain with

AEP. As has been stated, there is virtually no shopping in AEP's service territory. Tr.

Vol. I at 54, 215-216. Thus, it is unclear how cost recovery for a hypothetical IGCC

facility that is not planned to go into service until well after the RSP period is over will

serve as "other arrangements to deal with the flnancial risk of offering a stabilized price."

VII. CONCLUSION

AEP has the burden of proving its Application is reasonable. The record in this

case demonstrates that AEP has not met its burden of demonstrating that an IGCC

facility is necessary, the costs associated with its proposal are reasonable, or that

customers should carry the costs without any guaranteed corresponding benefits. The

record requires the Commission to decline AEP's invitation to become a"...commission

who wants to share the risk." Tr. Vol. I at 186.

Because of the bigger picture problems with the electric industry that utilities and

customers alike face, IEU-Ohio urges the Commission to reject (without prejudice) or

suspend considerafion of AEP's Application pending examination of the electric price

and service quality outcomes that will best meet the needs of suppliers and customers

(ctst to:a)
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and the means by which such outcomes can be achieved in the public interest. As

recently noted by the Ohio Supreme Court during the oral argument of FirstEnergy

Corporation's RSP, it is prudent and necessary that this examination involve the

General Assembly. Under the circumstances, the Commission should take on the

fundamental questions that must be answered to ensure reliable service and

reasonable prices (with the assistance and input af interested parties) and enlist the

assistance of the General Assembly by requesting appropriate legislation just as the

Ohio House of Representatives suggested 23

If the Commission determines that the provision of SSO generation capacity is

really a distribution function, then IEU-Ohio urges the Commission to immediately

commence proceedings for the Companies as well as all other EDUs to establish cost-

based prices for SSO service and suspend the effective date of any new RSP charges

pending the completion of proceedings to establish such cost based SSO prices.

Respectfully submitted,

Lisa G. McAlister
Daniel J. Neilsen
MCNEES WALLACE & NURICK LLC
21 East State Street, 17th Floor
Columbus, OH 43215-4228
Telephone: (614) 469-8000
Telecopier. (614) 469-4653
sam@mwncmh.com
Imcalister@mwncanh.com
dneilsen@mwncmh.com

Attorneys for Industrial Energy Users-Ohio .

iamue . Randazzo, 7rial Attorney
J22^ ,,^ -A&:?=,

23 Report to the House of Representatives by the House Select Committee to Study Ohio's Energy Policy
at 3 (October 15, 2003).
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Civilian Labor Force Estimates
For Counties & Cities with Population Over 50,000: August 2005(3)

Area

Labor Unemployment Rate5(")
Forceror Employment Unemployment Aug-05 Ju1-05 Aug-04

State of Ohio ........................ 5,978,100

Adams ................................... 13.000
Allen ...................................... 53.500
Ashland ................................. 27.600
Ashtabula .............................. 51,600
Athens ................................... 27.100
Au g la i ze ................................. 25,900
Belmont ................................. 32,600
Brown .................................... 22,200
Butler ..................................... 187,700

Hamilton ........................... 30,300
Carroll .................................... 14,700
Champaign ............................ 21,300
Ctark ...................................... 71,100

Springfield .......................... 29,600
Ctem7ont ................................ 104,800
Cinton ................................... 22,406
Columbiana ........................... 54,200
Coshocton ............................. 18,200
Crawford ................................ 23.200
Cuyahoga .............................. 677,200

Cleveland ........................... 193,100
Cleveland Heigtrts .............. 28,100
Euclid ................................. 26.500
Lakewood ........................... 33,100
Parma ................................. 43,900

Oarke ..................................... 29,200
Defiance ................................ 21,100
Delaware ............................... 76.500
Erie ........................................ 46.900
Fairfield .................................. 7z900
Fayette ................................... 16,600
Franklin .................................. 623.800

Columbus ........................... 420,700
Fulton .................................... 22,900
Ga81a ..................................... 14,400
Geauga .................................. 50,100
Greene .................................. 77,700
Guemsey ............................... 20,500
Hamflton ................................ 441,500

Cincinnati ........................... 162,600
Hancock ................................ 41,000
Hardin .................................... 16.300
Harrison................................. 7.500
Henry ..................................... 16,500
H ig h W n d ................................ 21.400
Hocking ................................. 14,000
Holmes .................................. 20,400
Huron ..................................... 30.900
Jackson ................................. 15,600
Jefferson ................................ 31,700
Knox ...................................... 29,500
Lake ....................................... 128,900

Mentor ................................ 29,300
Lawrence ............................... 28,400
Licking ................................... 82,400

5,644,600

12,1oo
50,400
26,200
48,300
25,400
24,800
30,800
20,900

178,300
28,600
13,800
20,100
66.700
27,600
99,400
21.300
50,700
16,600
21,800

637,200
178.400
26.800
24,900
31,500
41.600
27,700
19,900
73.500
44.500
69,000
15,700

591,800
398,900
21,800
13,500
47,900
73,500
19,200

417,500
152,500
39,100
15,400
7,100

15,700
20,300
13,00D
19,600
28,900
14,500
29,500
28,000

122,600
28,000
26,800
77,900

333,500

1,000
3,000
1,400
3,300
1,700
1.100
1,800
1,300
9,400
1,700

80D
1,200
4,300
2,000
5,400
1,200
3,500
1,500
1,400

39,900
14,800
1,300
1.600
1,600
2,300
1,500
1,200
3,00D
2,400
4,000

900
32,000
21,800
1,100

900
2,200
4.200
1,300

24,000
10,100
1,900

90D
400
80D

1,100
1,0n0

800
2,000
1,100
2,200
1,500
6,300
1,300
1,600
4,400

5.6 5.7 5.8

7.3 7.0 8.1
5.7 5.9 6.3
5.2 5.2 6.2
6.4 6.5 6.3
6.2 5.9 6.4
4.4 4.4 4.8
5.4 5.4 5.9
6.0 5.6 6.2
5.0 5.2 5.0
5.6 5.7 5.6
5.7 5.4 6.0
5.4 5.4 5.5
6.1 6.1 6.4
6.8 6.7 6.9
5.2 5.0 5.2
5.2 5.2 5.6
6.5 6.6 6.9
8.5 7.4 8.0
6.1 6.3 7.2
5.9 6.1 6.2
7.6 7.8 8.0
4.7 4.8 5.1
6.0 6.2 6.7
4.9 5.1 5.2
5.2 5.6 52
5.1 5.4 5.4
5.6 6.8 5.8
3.9 3.8 4.0
5.1 5.2 5.1
5.4 4.8 52
5.3 5.1 53
5.1 4.9 52
5.2 5.0 52
5.0 6.5 5.4
6.1 6.6 7.4
4.4 4.4 4.3
5.4 5.3 5.3
6.3 7.2 7.1
5.4 5.4 5.5
6.2 6.1 6.3
4.7 4.9 4.7
5.7 5.8 5.9
5.6 5.4 6.3
4.9 6.6 5.0
5.4 5.2 5.5
7.2 6.5 6.9
4.0 3.8 4.1
6.3 6.8 6.3
7.1 6.9 7.8
7.0 7.3 7.9
5.1 52 5.3
4.9 5.0 5.1
4.5 4.6 4.6
5.5 5.7 6.1
5.4 5.2 5.4
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Civilian Labor Force Estimates (continued)
For Counties & Cities with Population Over 50,000: August 2005(a)

Labor Unerrlployment Rates(O
Area Forcet°) Employment Unemployment Aug-05 Jul-05 Aug.04
Logan .................................... 25,300 24,000 1,300 5.0 5.0
Lorain .................................... 150,700 142,400 81300 5.5 6.2
Etyria .................................. 29.400 27,800 1,600 5.5 6.0
Lorain ................................. 31,700 29,500 2,200 7.0 7.9

Lucas ..................................... 230,100 215,100 15,00D 6.5 7.1
Toledo ................................ 151,000 140,300 10,700 7.1 7.7

Madison ................................. 20200 19,100 1,100 5.5 5.3
Mahoning ............................... 117,900 110,500 7,5oD 6.3 6.7
Youngstown ........................ 30,600 28,100 2,500 8.2 8.8

Marion .................................... 32,600 30,700 1,900 6.0 62
Medina ................................... 89,400 85,500 3,900 4.4 4.6
Meigs ..................................... 81900 8,100 800 9.4 9.3
Mercer ....................„............. 24,000 23,100 1,000 4.0 3.9
Miami ..................................... 54.400 51,600 2,800 5.2 5.1
Monroe .................................. 6,400 51900 500 8.2 &1
Montgomery ........................... 276,700 259,800 16,900 6.1 6.4

Dayton ................................ 72,800 67.400 5,400 7.4 8.0
Kettering ............................. 30,400 28,800 1,600 5.2 5.3

Morgan .................................. 6.400 5,800 600 9.2 8.5
Morrow ................................... 17,900 16,900 1,000 5.4 5.4
Muskingum............................ 42,300 39,100 3,200 7.6 7.0
Noble ..................................... 6,000 5,500 500 7.7 8.3
Ottawa ................................... 21,500 20,300 1.300 5.8 6.0
Paulding ................................ 10,700 10,200 500 5.1 5.7
Perry ...................................... 16,900 15,600 1,300 7.5 7.8
Pickaway ............................... 24,200 22,700 1,500 6.3 6.3
Pike ....................................... 11,000 10,000 1,000 8.8 8.4
Portage .................................. . 873,200 83,700 4,500 5.1 5.3
Preble .................................... 21,800 20,700 1.100 5.1 4.8
Putnam .................................. 19,000 18,200 900 4.5 4.8
Richland ................................ 63,900 60,000 3,900 6.1 6.3
Mansfield ............................ 23,700 22,100 1,500 6.4 6.6

Ross ...................................... 35,600 33,200 Z,300 6.6 6.3
Sandusky ............................... 34,200 32,400 1,900 5.5 5.9
Scioto .................................... 33,400 30,700 2,700 8.2 7.9
Seneca .................................. 32,000 30,300 1,800 5.5 6.4
Shelby.................................... 27,800 26,500 1,300 4.6 5.1
Stark ...................................... 195,300 183,700 11,600 6.0 5.8
Canton ................................ 37,300 34,400 2.800 7.6 7.4

Summit .................................. 289,300 273,300 16,000 5.5 5.4
Akron .................................. 106,700 100,000 6,800 6.3 6.2
Cuyahoga Falls .................. 28,200 26.800 1,400 5.0 5.0

Trumbull ................................ 106,000 99,500 6,400 6.1 7.7
Tuscarawas ........................... 49.900 47,400 2,500 5.0 4.8
Union ..................................... 24,300 23,100 1,200 5A 49
Van Wert ............................... 15,700 15,000 700 4.6 5.5
Vinton .................................... 5.500 5,100 400 7.5 7.2
Warran ................................... 98,400 94,300 4,100 4.1 43
Washington ........................... 33,200 31,400 1.800 5.4 5.4
Wayne ................................... 61.800 58,900 2,900 4.7 4.5
Williams ................................. 19,800 18,700 1,100 5.5 7.0
Wood ..................................... 68.200 64,500 3,600 5.4 6.1
W4andot ................................ 14,100 13,400 700 4.9 7.3 ' 50

[a] These esOmates. prepared in cooperation vrith the Bureau of Labor Statistirs, U.S. Deparlroent of Labor, are by place of
residence, NOT seasonally adJusted, and revised to 2004 benchmarks. Estimates for current rnonth are preliminary.[b] ClWlian labor force equals employment plus unemployment. The employment and unemployment totals shown may not
add to the labor force figure shown because of rounding. Employment includes workers invoWed inlabor-management
disputes. Ic[ Rate equals umotuvied unemployment divided by unrounded labor force.

Ohio Depanrnem of Job and Family Seniices
Bureau of Labor Market lnfonoation

Coiumbus43215 09116J05

5.0
5.6
5.5
7.4
7.0
7.6
5.5
6.6
8.7
6.4
4.6

10.6
4A
5.2
9.5
63
7.5
5.4
9.3
5.2
6.8
7.8
5.8
5.4
8.0
72
8.9
5.2
5.4
6.1
6.6
6.7
7.4
5.6
8.2
6.4
4.6
6.0
7.3
5.7
6.4
52
6.7
5.3
4.8
5.0
7.6
4.3
5.5
5.2
6.4
5.5
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Please state your name, title and business address.

A. My name is Kim Wissman and I am the Deputy Director of the Utilities

Department, Public Utilities Commission of Ohio. My business address is 180

East Broad Street, Columbus, Ohio 43215.

2. Q. What is your educational background and experience relevant to this proceeding?

A.

the Utilities Department.

I received a Bachelor of Science Degree in Economic from Kenyon College. I

have been employed by this Commission since 1979. My concentration

throughout my career at the agency has been in electricity. . I have performed

analysis, oversight and policy development regarding rate case preparation,

cost-of-service studies, contract and tariff approval, cogeneration matters,

management performance and financial audits on company fuel and purchased-

power procurement practices and cost recovery. Currently, I also serve as

Executive Director of the Ohio Power Siting Board, responsible for siting major

utility facilities in the state of Ohio including gas and electric transmission lines

and generating stations, and provide policy guidance in independent transmission

system operators, regional cooperative efforts, and federal energy matters. I

currently have responsibility for oversight of the Facilities, Siting and

Environmental Analysis Division and the Policy and Market Analysis Division of

3. Q. What is the purpose of staff testimony?

A. The Staff believes that there is a need for investment in baseload capacity and that

the choice of baseload capacity should be made with an awareness of the strong

i
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risks posed by increasingly stringent enviromnental regulation and concerns,

including those of carbon sequestration. We also recognize that Ohio electric

distribution utilities have unique responsibiHties for satisfying requirements as

providers of last resort. We view AEP's proposal as an innovative simultaneous

approach to both the capacity investment issue and the POLR issue. At the same

time, we recognize that other solutions may be possible.

Staff will address a limited number of issues. After review of the Applicant's

filing and testimony, as well as intervener testimonies, staff believes the particular

issues raised by those parties have been adequately addressed. Staff is not

addressing the overall economic issues associated with AEP's proposed IGCC

plant or whether the Commission should grant or deny the application. Instead,

there are a limited number of areas that staff does not believe are currently

represented sufficiently in the existing record. Staff is therefore, through its

testimony, providing a more complete and robust record for the Commission to

consider in its deliberations.

4. Q. The company is proposing the construction of an IGCC generation facility in this

case. Does the staff have a preference regarding generation technology?

A. No. Staff does not advocate a specific technology, per se. We do, however,

strongly support a diversified energy portfolio that is economically sound on a

forward-looking basis. We currently have a good mix of generation resources in

Ohio, and do support a continuance of that in the fature. Of course, there are

many important factors that can affect the technology choice for a particular

2
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generation facility, including consideration of technologies that reduce

greenhouse gas and toxic air pollution; staff witness Lambeck submitted

testimony that addresses energy policy issues in this regard.

5. Q. Do you believe generation from coal is an appropriate investment at this time?

A. Yes. Coal is Oltio's, as well as the nation's, most abundant fuel resource. It is

well documented in FBRC proceedings that, in order to continue to meet

increasing demand for natural gas, imports of LNG will need to increase. And

yet, the national energy policy has been to move toward less reflance on foreign

supplies for our generation and transportation. In addition, natural gas price

increases and volatility, as well as its limited domestic supplies and/or

deliverability have caused the nation to take a closer look at our energy resources.

There recently has been significant concem over the increased usage of natural

gas for power sector consumption. When coal potentially displaces gas for

electricity generation, it frees up gas for essential and more efficient uses, such as

home heating, and thus, results in a better utilization of that gas resource.

Consequently, there is some concem over the increased usage of natural gas for

power sector consumption.

Table 1 below shows that natural gas consumption has increased by more than

25% in the last 20 years. Most of the increases over this period are attributable to

both industrial consumption and electric power generation. As can be seen in

Table 2 below, the increases in generating capability portend further potential

increases in the use of gas for electricity production, especially if older coal plants

3

00111



are retired in the absence of replacement coal units. The increases in demand,

coupled with dwindling of supplies, have exerted considerable upward pressure

on natural gas prices, which have more than doubled over the last 5 years.

Displacement of gas by coal for electricity generation can help relieve the

pressure on prices, with the potential for reducing marginal prices of electricity,

and the price of gas for residential heating consumers.

Table 1. Natural Gas Consumption in the United States (Thousand MMCF)

Year Residential Commercial Industrial Electric
Generation

Total

1986 4,314 2,318 5,579 2,602 16,221
2004

Source: EIA

4,878 2,989 7,407 5,352 20,647

6. Q. So what is the current generation resource mix?

A. This is an interesting picture. The data I have examined make investment in base-

load coal generation look attractive from a portfolio diversity perspective.

TABLE 2 Ohio 1999 2003

Total hustalled Capacity 29,137 MW 37,536, MW

Coal fired 24,310 MW 24,149 MW
Fuel-oil 1,015 MW 1,197 MW
Gas 1,374 MW 9,728 MW
Nuclear 2,178 MW 2,178 MW
Hydro 171 MW 171 MW
Other 90 MW 114 MW

4
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REGIONAL

Total Installed Capacity

Coal fired
Fuel-oil
Gas
Nuclear
Hydro
Other

1999

106,640 MW

70,327 MW
6,644 MW
7,882 MW

18,565 MW
3,051 MW

171 MW

2003

163,522 MW

82,818 MW
6,404 MW

50,333 MW
19,637 MW
3,137 MW
1,193 MW

NATIONAL 1999 2003

Total Installed Capacity 832,796* MW 1,021,522 MW
Coal-fired 297,059 MW 336,436, MW
Fuel-oil 54,225 MW 64,705 MW
Gas-fired 129,698 MW 397,947 MW
Nuclear 102,291 MW 104,933 MW
Hydro 89,800 MW 96,345 MW
Other 4,883 MW 21,157 MW

*The total installed capacity for 1999, including independent, non-utility energy sources.
The fuel- type break down is available only for the investor-owned utility, municipal and
govemment-owned entities.

Our existing generation resources in Ohio are approximately comprised of.

64 % coal
26 % gas
6 % nuclear
4 "/o other

Source: EIA

Some key facts to take away from these statistics are the following. hi Ohio, our

installed capacity has increased about 30%. Gas-fired generation, both state-wide

and region-wide, increased about seven-fold, and tripled nation-wide. Coal

generation slightly decreased in Ohio

A key factor for increasing the use of natural gas in general over this time frame,

and for electricity generation in particular, was that it was environmentally
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friendly as compared with coal. The IGCC technology mitigates coal's

disadvantage on the environmentat front.

Also, not recognized in these numbers are potential upcoming plant retirements.

We have an aging coal-fired generation fleet. We have coal units in Ohio as old

as 57 years. The newest plant is 14 years old, while the second newest is 23

years. The average age of our fleet is 44 years.

Looking at the "dated" technology and environmental considerations, this begs

the question of the continued economic viability of these aged coal plants after

consideration of inclusion of the necessary retrofits to comply with new

environmental regulations

The Clean Air Interstate Rule (CAIR) and Clean Air Mercury Rule (CAMR) will

help reduce Oliio source emissions considerably. For instance, S02 will be

reduced 82%, NOx will be reduced 77% from Ohio emissions sources. This does,

however, impose considerable costs on the utility industry. In Ohio, for example,

Cinergy estimates it will take about $1.8 billion to comply and AEP has estimated

it will take $3.7 billion by 2010 for compliance of these new environmental

regulations.

7. Q. What does all this lead to?

A. Staff concludes that there does appear to be a need to invest in new clean coal

technology given the aforementioned circumstances. .This is not limited to an

American Electric Power (OP and CSP) issue, but rather, it is a larger regional

6
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and national energy issue. Such deployment of an efficient, enviromnentally-

conscious clean coal technology by the energy industry provides considarable

contribution to the resolution of a recognized problem and furthers needed policy

implementation Therefore, staff supports the deployment of new base load coal

generation, and believes it is reasonable to provide for some incentive to do so.

The proposed Provider of Last Resort mechanism is one possible way to

accomplish this end. It is also important, however, in a compelative environment,

not to preclude opportunities for any entrant into the market.

8. Q. Is Staff receptive to the IGCC technology?

A. Staff has supported a varied portfolio mix, including technology options among

fuels. Gas-fired combustion turbines are dearly not the answer in light of price

volatility and increases, and concern of assurances in adequate suppiies.

Pulverized coal-fired units will provide some cost stability and reliability, and the

super-critical units are environmentally friendly-, however, neither of these

technologies takes into account a hedge on the carbon-constrained future we are

looking the face. As indicated above, and supported by other staff testimony,

gasification technology is an acceptable way to meet several strategic initiatives.

While commercial deployment has not been prevalent, it is becoming a more

likely scenario. The cost delta between IGCC and pulverized coal plants appears

to be diminishing. This is, in large part, due to the wrap guarantees that the

equipment and engineering providers will now provide. While certainly this risk

mitigation measure will come with a price tag, staff would expect these

guarantees to lower the overall total cost of the project by providing some
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mitigation from the technology risk. Given that an Engineering, Procurement and

Construction contracts have yet to be negotiated for this specific facility, it is

difficult to evaluate the cost implications associated from this more recent

development regarding this technology.

IGCC technology is certainly more attenfive to environmental issues. The near

zero regulated emissions possible with this technology is extremely important to

future vitality of coal as a fael source. This has great significance to improvement

in environmental factors in Ohio. In fact, if there is significant deployment of this

technology, the industry could, with reduced penalty, retire older, much less

efficient and less environmentally friendly coal plants.

Needless to say, the economic benefits to the coal industry would be pronounced.

The same is true for employment opportunities, both for construction purposes, as

well as for long-term employment at the facility. Any guarantees that the

company could provide regarding an Ohio work force, and Ohio tax benefits

would prove more valuable to the state.

There would be regional economic improvements in all these areas. The overall

reduction in emissions would provide a significant improvement to the state and

region. The direct and indirect benefits relative to employment can not be

overlooked, particularly in the Appalachian region of the country. The

commercial demonstration that coal can be a clean energy resource will provide a

revitalization of the coal industry throughout the country, and throughout the

world.
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9. Q. Is the staff suggesting that Ohio will not be the sole benefactor?

A. The benefits of coal gasification are far-reaching. Given the statistics reviewed

above, Ohio must take a hard look at having a reliable and adequate energy

supply, consistent with environmental objectives, while simultaneously assuring

sufficient, dependable and reasonably-priced fuel resources. The nation must

fulfill it strategic energy policy by displacing foreign dependency with self-

supply, as well as accommodating efficient and effective use of its scarce

resources. The power sector must not be so reliant on natural gas as a fuel source,

and must be more respectful of the other household heating and industrial

production needs for that fuel.

Further, companies are positioning themselves to recognize the potential for a

carbon-constrained world. Therefore, technology deployment, such as the

proposed IGCC facility, is critical for our future. The benefits then do go far

beyond the Ohio Power and Columbus Southern Power geographic boundaries

and their customers. The benefits are not only local, but also state-wide, regional,

national and global in nature. Therefore, to the extent there are other funding

opportunities available, such as federal grants or loan guarantees, the company

should further explore taking advantage of those.

10. Q. Does staff have any other issues or concerns it wishes to raise?

A. Staff does have some apprehension regarding the company requested/expected

treatment of this facility as it relates to the AEP operating agreement. Staff

believes all modifications to the company agreements that would be required to
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enable separate dispatch, separate sales needs, and, for sure, guarantee any flow-

back of forthcoming/future benefits directly to the bearers of the risk should be in

order prior to the cost recovery mechanism becoming, effective. In addition,

methods of accounting for both physical dispatch and financial impacts of

displacing power that would otherwise be accounted for through the pooling

arrangement and/or PJM agreement need to be in place. In this proposed instance,

the benefits would need to be assured to go back to the OP and CSP ratepayers.

The caution demonstrated by the staff is due to its past experiences with

negotiating with Il other AEP states and all of their respective stakeholder

interests in this matter, the various AEP affiliates, as well as the uncertainty

associated with the dependence on a Federal Energy Regulatory Commission

decision for approval and enforcement of the necessary modifications and

amendments to these agreements.
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Q: Please state your name, title and business address.

A: My name is Klaus Lambeck and I am Chief of the Division of Facilities,

Siting, and Environmental Analysis in Utilities Department, Public

Utilities Commission of Ohio. My business address is 180 E. Broad

Street, Columbus Ohio 43215.

2. Q: What is your educational background and experience relevant to this

proceeding?

A: I received a Bachelor of Science Degree in Education from Ohio State

University. I have been employed by this Commission since 1985. Prior

to joining the Commission I was employed by the Ohio Department of

Energy as Coal research specialist and acting Chief responsible for project

management of clean coal technology and research programs in the areas

of combustion, bene£cation and environment. As utility researcher,

energy specialist and Division Chief for the Public Utilities Commission

of Ohio I was and am responsible for energy, environmental, regulatory

policy development and implementation as well as ensuring compliance

with Ohio's Power Siting law. I participated in the negotiations on

Climate Change starting in 1989 and represented the State, the

Commission and the National Association of Regulatory Utility

Commissioners (NARUC) at all sessions of the United Nations

Framework Convention on Climate Change from 1995 through 2001. I

am a member of several NARUC Conunittees addressing clean coal

1

00122



technologies, energy and the environment, intemational relations and

climate change. Currently I also serve as a Govemment representative on

the Standards Authorization Committee of the North American Electric

Reliability Council.

3. Q: What is the purpose of your testimony? .

A: As noted in Deputy Director's testimony, the Staff efforts are focused on

facilitating the development of a more complete record. The purpose of

my testimony is to augment other staff testimony with a view recalling the

Ohio Energy Strategy Report (OES).

4. Q: That report covers a wide range of topics and initiatives. Are there

specific areas of the Report that you wish to address?

A: - Yes, I would like to cover initiative #27 and its connection to section III of

the Report.

5. Q: What is Initiative #27?

A: The purpose of Initiative #27 as stated in the report is to "encourage and

monitor voluntary cost-effective greenhouse gas and toxic air pollution

reduction strategies which do not unduly harm the use of Ohio coal and

other indigenous resources."

6. Q: At the inception of this initiative, was there a determination of

implementation responsibilities?
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A: Yes, the Initiative was assigned to the Public Utilities Commission of

Ohio.

7. Q: In responding to the charge of Initiative #27, have there been areas of

concem or opportunities identified?

A: Initiative #27 is an ongoing activity, both proactive and reactive. The

whole issue of how a complex situation like climate change impacts Ohio,

the nation, and the globe, and the interaction of climate change discussions

on all levels, have given rise to topics that can be addressed by state

regulatory bodies.

8. Q: Can you name some of the topics?

A: Market responses to climate change initiatives; emission reduction

strategies; technology deployment; and education.

9. Q: How does Initiative #27 relate to section III of the report?

A: The choice of natural resource utilization and the assurance of meeting

electricity demand with a safe and secure electricity supply for the state of

Ohio are interdependent and need to be viewed as a whole and IGCC

technology is a hedge for Ohio in a carboq constrained future.

10. Q: Is IGCC the only technology that is capable of greenhouse gas reductions?

A: No, it is one strategy in a basket of technology options, but it is very

attractive for high sulfur bituminous coals. Factors that may contribute to

the long-term attractiveness of IGCC technology include the potential to
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sequester carbon to mitigate global warming, produce hydrogen for future

fleets of fuel-cells or other clean fuels. Because of this potential, in the end

the value of IGCC may be its importance as a hedging strategy-a way to

keep using the nation's most abundant energy resource while providing

options to deal with long term environmental demands.

11. Q: Is the OES the only reason to be concemed about climate issues?

A: No,.another effort, for example, is contained inYhe National Energy Policy

Plan. Here the Secretary of energy is to take into consideration the

economic, energy, social, environmental, and competitive costs and

benefits and benefits for jobs in developing a least cost energy strategy.

The strategy shall include among other items consideration of coal, clean

coal technologies, coal seam methane, and underground coal gasification.

The strategy also shall identify policies that encourage technologies,

including clean coal technologies that generate lower levels of greenhouse

gases_ This federal directive is very much in sync with the direction of the

OES.

12. Q: You made reference to a carbon constrained future. Why?

A: I believe that the future for the deployment of the next round of generating

technologies will be one that will require limits on the emissions of

greenhouse gases. The non-ratifcation of the Kyoto Protocol by the

United States notwithstanding there are enough signs that a carbon

constrained future is a plausible concept. Industry by a large measure has
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changed its position from just say no" to a position of "what iP' and is

modifying business plans accordingly. This is especially true for multi-

national organizations which are faced with restriction in other countries.

Europe has started a trading regime for C02, there is a pilot trading effort

underway at the Chicago Mercantile Exchange and three states in the U.S.

are about to take strong action to reduce their greenhouse gas emissions.

Eleven other states are currently debating climate change related laws. All

the trends at all levels, state regional, national, and intemational all point

one way, they point to a future where the release of carbon is limited.

When these limitations might come into force is difficult to anticipate,

whether it is one year or five or later, but the detail of when the limitations

come into existence is not so important. Electric generating stations are

very long lived assets and carbon release limitations are a certainty in my

mind over the long life of the next generation of plants. To fail to

recognize this certainty when planning new plant installations today would

be extremely shortsighted.

13. Q: Does this conclude your testimony?

A: Yes.
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Q. Would you please state your name, position, and background?

A. My name is Richard C. Cahaan, and [ am employed by the Public Utilities

Commission of Ohio, 180 E. Broad Street, Columbus, Ohio 43215 as the Chief

Economist in the Capital Recovery and Financial Analysis Division of the

Utilities Department. I have been employed by the Staff of the Commission since

1983 and have testified in numerous rate cases and other proceedings before this

Commission. A large proportion of my testimony before this Commission has

been regarding the cost of capital and the rate of return to be granted to regulated

utilities, although I have also presented economic analysis regarding other issues,

including the rate stabilization plans of First Energy, CG&E, and AEP.

I have received a B.A. degree from Hamilton College and an M.A. degree in

Economics from the University of Hawaii, and I have completed all course work

and passed the written and oral general and field examinations at the Ph.D. level

at Cornell University. I have been a faculty member, either fulltime or part time,

at the State University of New York -- Cortland, Eisenhower College, Ithaca

College, Comell University, the Ohio State University, and the Graduate School

of Business Administration of Capital University. Prior to joining the Staff, I

taught economics at the Ohio State University.

2. Q. What is the purpose of your testimony?

A. As noted in Deputy Director Wissman's testimony, the Staff's efforts are focused

on facilitating the development of a more complete record. Among the areas
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which, in our opinion, have been insufficiently discussed is that of financing of the

IGCC facility. This is the subject of my testimony

3. Q. How does AEP propose to finance the construction of the IGCC?

A. The Application assumes a financing methodology similar to that which was

utilized for capital projects under traditional rate-of-return regulation in Ohio. As

explained in the testimony of Company Witness Nelson, the capital structures and

cost rates utilized to compute the weighted average cost of capital (WACC) are

derived from the Companies' February 2005 Allowance for Funds Used During

Construction (AFUAC) rates. This is slightly different than the methodology used

in rate cases in Ohio, where the parent-consolidated capital structure was usually

utilized, but this difference is not important to the present discussion. For all

practical purposes, the proposed financing an•angement can be characterized as the

traditional method of financing capital projects for the integrated public utility

under traditional cost-of-service regulation.

4. Q. Is there a problem in utilizing this traditional approach?

A. It is not clear that this approach is the least-cost method. Even if it is least-cost

under the proposed institutional and legal arrangements, there might be other

an-irtgements possible at this juncture which would allow for lower cost financing.

S. Q. Please explain.
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This is a definitely non-traditional situation, and the Companies have been quite

innovative in struchtring and a proposal and cost-recovery mechanism with certain

non-traditional risk characteristics. But in tenns of financing the project, AEP

presents traditional utility financing with traditional capital structures and cost

elements. To the extent that the Companies are able to offload risks involving

construction and financing, the Staff would think that the proposed retutn on

equity would be somewhat excessive, but this is a minor matter compared to the

issue of the capital structure itself.

6. Q. What is wrong with the proposed capital structure?

A. Nothing, if the best way of fmancing the project is from within the traditional

utility structure. However; other methods are possible. We have observed special

project financing in which a significantly lower equity ratio is used. For instance,

there have been projects financed with 80% debt. Generally, one would expect

that both the debt and equity rates would be higher with the increased leverage, but

that the overall rate would be lower.

7. Q. But could this have a negative effect on overall corporate financial strength and

credit?

A. Yes. We recognize that creditors, rating agencies, and capital markets in general

tend to look at overall corporate obligations and not at individual projects or even

individual subsidiaries -- unless there is good and specific reason not to do this. In

other words, there are techniques for ring fencing and risk isolation which can, in
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particular circumstances, be legitimately applied and recognized by the capital

markets_

8. Q. Do such circumstances exist with respect to financing the IGCC?'

A. We do not know, but this issue certainly needs to be explored The issue of least-

cost extends beyond the questions of technology and physical construction to the

areas of financing and institutional arrangements. The problems which are being

put to the Commission in this proceeding require innovative approaches and

solutions, and the proposed cost recovery mechanism is an example of such

thinking. There are no precedents here. If we are required to forge new ground,

we should also examine possibilities for innovation in financing arrangements as

well.

9. Q. Does this conclude your testimony?

A. Yes, it does.
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anybody from Meigs County will get a job on this

construction?

A. There are no guarantees that anybody

will get a job on this construction plan from

Meigs County.

Q. From Meigs County?

A. From Meigs County.

Q. And there are no guarantees that

anybody from Meigs County will get any of the

permanent jobs arising from this project, is

there?

A. There are no guarantees.

Q. Ms. Bojko also asked you some

questions about the 600 versus 1,200 megawatts.

I want to clarify a couple of things. This

application is for 600 megawatts of IGCC

generation; correct?

A. That's correct.

Q. But this site does have the ability

and capability to expand it to 1,200 megawatts,

assuming the PJM studies come back indicating

that.

A. The technical folks you have to talk

to about that. I'm not familiar with the

Armstrong & Okey, Inc. Columbus, Ohio ( 614) 224-9481
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expandability of the gite.

Q. Okay. You also mentioned to

Ms. Bojko AEP has an intention to build

additional facilities of IGCC technology going

forward; is that correct?

A. AEP, that is correct.

Q- Would all IGCC generation be built

to serve provider of last resort? I'll refer to

it as POLR load.

A. I don't think that determination has

been made.

Q. And just so I'm straight, AEP

doesn't know its POLR load in Ohio, Ohio Power

and Columbus Southern Power's service territory,

in mid-2010 when the plant is projected to come

on line, do they?

A. We don't know exactly what that

number's going to be, no.

Q. And AEP, prior to the ruling on this

application, will not know the actual costs of

this plant, will it?

A. I think we will have a good estimate

what the actual cost will be.

Q. But AEP will not know the actual

Armstrong & okey, Inc_ Columbus, Ohio (614) 224-9481
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costs of this plant as the Commission rules on

this application, will it?

A. Right. If you're asking if we can

predict the future exactly to a penny, the

answer is no.

Q. And AEP at this time, or at the time

this application will be ruled upon, does not

have a final design of this plant, does it?

A. We do not have a final design as of

now, as of this particular date.

Q. When does AEP intend to have a final

design of this plant?

A. You have to ask the technical folks.

Q. It won't be prior to the completion

of the FEED phase, will it?

A. No. I think the FEED phase helps

you get there. No.

Q. And the FEED phase is estimated to

be approximately 12 months, isn't it?

A. Yes.

Q. And the FEED phase has not yet

commenced, has it?

A. It has not commenced, yes.

Q. And AEP doesn't know what the
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market price was, they could determine that, but

I think we determined earlier that nobody can

project what the market price is in 2010.

MS. KOLICH: And on that note I am

all finished. Thank you very much.

CROSS-EXAMINATION

By Mr. Rinebolt:

Q. Mr. Baker, Dave Rinebolt for Ohio

Partners.

Does anybody know what the actual

cost of the per kilowatt-hour from this plant,

this proposed IGCC plant, is going to be?

A. We do not know what the final number

would be.

Q. How do you serve your POLR load now?

A. The obligations that the two

companies have are served out of the AEP pool.

Q. How will the POLR obligations of the

two companies be served during the RSP period?

A. Same way.

Q. Same way, okay. And I understand

from several of your previous answers that what

the company was looking for was a commission
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that was willing to work with it to advance

technology, and that's part of the reason for

this application today.

A. Yes.

Q. Okay. So it's less important -- the

fact there is a POLR responsibility in Ohio is

less important than the fact you wanted to build

one of these plants and you were looking for a

commission that wanted to work with you.

A. We were looking for a commission,

and we do have a POLR obligation. They -- both

factors are there, and they needed to be

considered before we put this application in.

Q. One final question. If you were to

continue to serve your POLR load from the AEP

pool, '09, '10 and on, would you have adequate

capacity in this pool to serve the obligation

without this 600 megawatt proposed plant?

A. If you consider the AEP system

capacity and AEP firm load responsibilities,

total across the five companies, we will need to

have new capacity in the 2006-2007 time frame.

Q. So you will lack the adequate

capacity to serve Ohio's POLR load during the
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RSP period.

A. I stand by my statement. We will

need to acquire capacity in order to meet our

reserve obligations to meet the total load of

the AEP system, which is how we'll deal with it

during the period of the RSP.

Q. One last question, if I may,

Mr. Baker. Just to clarify and make it plain

for the record, once this plant is constructed,

it's essentially the first in for the POLR

load. That 600 megawatts is allocated to POLR

load, and it's the first power that goes to the

POLR load, and if POLR is above 600 megawatts,

then you go to market or go to other resources.

A. You have to define the period you're

talking about. Are you talking about from the

standpoint of designing how you serve it on an

annual basis? Are you defining how you serve it

on an hourly basis? Your question is a little

too broad.

Q. Well, let's just assume from 2010 to

2030, every day your POLR load is greater than

600 megawatts. Would this be the first 600

megawatts that you would consider to serve that,

Armstrong & Okey, Inc. Columbus, Ohio (614) 224-9481

279

00143



1

3

4

S

6

7

8

9

10

11

12

13

14

15

16

17.

18

19

20

21

22

23

24

that would be utilized to serve that load?

A. We had a long discussions with a

number of parties how you might purchase if, in

fact, there were cheaper supplies, but because I

believe this will be one of the cheapest

alternatives in PJM, it will likely be the first

supply to serve POLR.

MR. RINEBOLT: Thank you, Mr. Baker.

EXAMINER LESSER: Who else has

questions and how long?

MS. McALISTER: A minimum of half an

hour.

MR. STINSON: I have a few, but not

many.

MR. NOURSE: Fifteen minutes.

EXAMINER LESSER: We will recess for

the evening and have to bring Mr. Baker back.

We will start back in at 10 o'clock tomorrow

morning.

I will take at that time your

requests for the other intervenors, not the OCC

or staff, the other intervenors for the Friday,

Monday, Tuesday time slots.

(Thereupon, the hearing adjourned
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that would have to rely on that.

Q• But you do agree with me that PJM will

use all of the generation within its control

regardless of who owns it to satisfy the load or the

demand that is presented by BC should that customer

suddenly return to Ohio Power for standard service

offer service.

A. They shouldn't -- again, that shouldn't

happen because this commission and the law have

required that the electric distribution utility be

ready to do so.

Q. I asked you to assume

A. That they were on holiday.

Q. -- they were on holiday and they didn't

do it. They weren't ready. They didn't have any

generation. Like Monongahela Power, the only place

that they could go is to the wholesale market. Will

you accept that?

A. I suppose if there are no alternatives

that will happen, but again, this commission is

requiring that our EDOs be ready to do so and, in

fact, do so.

Q. Okay. All right. Let's vary -- but in

the event that that obligation is not satisfied by
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the electric distribution utility, PJM, acting in its

role as realtime reliability guardian, will dispatch

all available generation underneath PJM's control to

satisfy load as that load presents itself on the

system.

A. They have an obligation to keep the

system in balance; absolutely.

Q. Right. And in fact, PJM requires AEP and

any other entity that would be classified as a

load-serving entity within PJM's system to provide

reserves, generating reserves, to PJM so that PJM can

discharge that responsibility, right?

A. Yes, that's clearly part of the

requirement for the reserves.

Q. Okay.

A. But I believe that -- I believe there's a

bit of a -- I don't know. The reserves really go

above and beyond whatever the expected peak is.

Q. Sure. Sure.

A. And I don't believe that in this instance

that you've put out that that obligation necessarily

would be for, for instance, the entire load. I think

that there's a little difference between the

obligations we're talking about here and PJM reserve
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requirements.

Q. All right. Let's assume -- let's assume

IGCC does get built and we got 629 megawatts in Meigs

County employing 125 people and it's a wonderful

thing. And everybody's getting the tax benefits, and

cancer is cured, and the blind can see, let's assume

it does get built, okay? PJM would have the same

authority over the output of that generator that we

talked about earlier, correct? They would have the

ability to dictate when that generator needs to

increase or decrease production, right?

A. Yes. And that, as indicated in the

testimony, this PJM agreement and the dispatch and

amount is something that we believe this commission

should have some more certainty on.

Q. Right. Now, and that's one of the

reasons why you mentioned the PJM agreement in your

testimony; is it not? In other words, before it's

possible to dedicate the output of that generator to

Ohio customers, something would have to be worked out

with PJM to remove the ability of PJM to direct the

output of that generator, right?

A. Yes, that's what is being suggested in

the testimony, that if companies' proposal is
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MR. RANDAZZO: I mean, her testimony as

it stands is staff is here to expand the record so

that the Commission can make a more informed

decision.

MR. NOURSE: No, your Honor. You know,

at the beginning of her testimony she clearly

indicated -- we're not saying we're open to make

Ms. Wissman's everybody's expert testimony here and

prove matters that could be addressed through their

own testimony. She specifically indicated in

response to number 3 that the staff's not addressing

the overall economic issues whether the Commission

should grant or deny the application.

EXAMINER LESSER: Does not sound like

this is the right witness.

MR. RANDAZZO: Well, who is the right

witness? Mr. Cahaan?

MR. NOURSE: I don't think you have a

right to use staff witnesses to address or require

them to defend the companies' application or try to

have them address matters that could be addressed

through your own witnesses.

MR. RANDAZZO: I'm not trying to make her

my own witness. I am trying to inquire from her,
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from a policy perspective, whether it makes sense

that a nonbypassable charge that's attached to a

shopping customer be predicated on the inclusion of

costs that are variable.

EXAMINER LESSER: Mr. Randazzo, her

testimony did not involve the details of the

application as to the cost recovery. She did not

testify to that. She did not testify in support or

in opposition to it. She is not the appropriate

witness to be asked these questions.

MR. RANDAZZO: My experience, your Honor,

has been, and I don't mean this in an unduly

provocative fashion, but my experience is we get

staff witnesses who have certain positions that are

articulated in the course of a hearing and we get a

staff brief that reflects a different perspective,

and if counsel for the staff will say categorically

on this record that the staff is not going to take a

position for or against the application at the

briefing stage, I'll let it go, but otherwise I think

I'm entitled.

MR. NOURSE: Your Honor, I'm not making

any representation what will be in our brief or not.

We're entitled to make arguments just like every
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other party regardless of whether it ties in with our

witnesses' testimony or not, and that's a separate

issue. I've already stated my basis for the

objection.

MR. SMALL: Your Honor, I'd point out

that in answer to question number 3 the witness

states that the issues raised by those parties, the

intervenors that Mr. Randazzo's client is included

that, have been addressed -- adequately addressed.

It seems like promotional testimony in saying that

Mr. Randazzo's issues have been addressed, and I

think he has the right to explore those.

EXAMINER LESSER: I.have not heard the

witness say that that was the position. The witness

never went into it in this detail. The company had

their witnesses on the stand. The parties had their

opportunity for their own witnesses. I think there

was sufficient questions asked.

MR. RANDAZZO: I'm afraid, your Honor, in

order to make a record here you're either going to .

have to make me quit or I'm going to ask to proceed.

EXAMINER LESSER: Okay, quit.

Q (By Mr. Randazzo) Now, you say on page 1

of your testimony that staff believes there's a need
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Q. If I were to ask you the same

questions contained in your testimony today,

would your answers be the same?

A. Yes.

MR. MARGARD: Your Honor, I

respectfully move for the admission of Staff

Exhibit No. 2, subject to cross-examination, and

make this witness available for cross.

MR. BAIM: I'll go first.

CROSS-k3XAMINATION

By Mr. Baim:

0. Good morning, Mr. Lambeck.

A. Good morning.

Q. I read your testimony, Mr. Lambeck,

and I note that you remark on initiative No. 27

of the Commission, and then the general concern

about a carbon constricted -- constrained

future. That's on page 4 of the testimony..

Let me ask you this, Mr. Lambeck.

Are you testifying in favor of the company's

filing in this case? Are you testifying that

the company's filing should be approved?

A. I am not testifying to the merits of
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the application. I am merely, as I stated in

the opening of my testimony, I am augmenting the

testimony of other staff witnesses.

Q. Are you testifying that it is now

the time for the company or anyone to build an

IGCC in Ohio?

A. I'm testifying that to the extent

one believes in the postulate that there will be

a carbon constrained future, that IGCC is one of

the technologies at hand that would be able to

contribute to the reduction of carbon

intensiveness.

Q. But you're not necessarily

testifying that now is the time to build one in

Ohio, are you?

A. I am testifying to the fact that it

is my belief, as it is other staff's belief,

that we need baseload capacity additions in the

state of Ohio in this region.

Q. Are you testifying that an IGCC

plant is economically competitive with a

pulverized coal plant?

A. I am not testifying to the economics

of an IGCC plant versus other technologies.

Armstrong & Okey, Inc. Columbus, Ohio ( 614) 224-9481

00152



30

1

3

4

5

6

7

8

9

10

11

12

13

14

15

1.6

17

18

19

20

21

22

23

24

MR. BAIM: I have no further

questions, your Honor.

Thank you, Mr. Lambeck.

THE WITNESS: You're welcome.

EXAMINER LESSER: Ms. Kolich.

MS. KOLICH; Thank you, your Honor.

CROSS-EXAbIINATION

By Ms. Kolich:

Q. Good morning, Mr. Lambeck.

A. Good morning.

Q. I am Kathy Kolich, and I represent?

FirstEnergy Solutions in this matter.

If you turn to page 2 of your

written testimony, question 3 where you recall

the Ohio Energy Strategy Report, do you see

that?

A. Yes, ma'am.

Q- Do you recall when that strategy

report was released?

A. The release date I do believe was

April 27, 1994.

MR. RESNIK: I'm sorry, I can't

hear.
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this case or under your direction?

A. Yes, I did.

MR. NOURSE: Your Honor, I would

like to mark Mr. Caahan's prefiled testimony as

Staff Exhibit 3. It is marked Staff Exhibit 3.

Q. Mr. Caahan, do you have the

document marked Staff Exhibit No. 3?

A. Yes, I do.

Q. And this is your testimony that was

referred to?

A. Yes, it is.

Q. Do you have any changes, corrections

or additions you would like to make at this

time?

A. No, I do not.

Q. If I were to ask you all the

questions contained in your testimony today

would your answers be the same to the best of

your knowledge and belief?

A. Yes, as much as possible. You may

find some typos as we go through there. I

haven't seen any yet. These are my answers.

MR. NOURSE: Thank you.

And we move for Staff Exhibit 3
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subject to cross-examination.

EXAMINER LESSER: Thank you.

Mr. Boehm.

MR. BAIM: Yes, your Honor, just a

few questions.

CROSS-EXAMINATION

By Mr. Baim:

Q. Good afternoon, Mr. Caahan.

A. Good afternoon.

Q. First I want to get a general idea

of what you are testifying about and start that

off with regard to what you are not testifying

about.

As I understand it, you are not

testifying that you or the staff favor the

construction of the IGCC application, favor the

approval of the IGCC application as filed with

the Commission. You are making no

recommendation in your testimony in that regard;

is that correct?

A. That is correct. When the

application came in, we divided up work

assignments on this, and I was asked to look at
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the financial aspects of the way in which this

would be financed, and that was the limit of my

assignment.

Q. And I believe in your testimony on

page 2, Mr. Caahan, you say that you don't think

this is a traditional -- this is a traditional

filing. Maybe it isn't on page 2. Maybe it's

on -- maybe it is on page 2.

You don't believe this is a

traditional filing; in other words, this is the

sort of filing that was made in today's

regulation if one wanted to have a plant put in

the rate base; is that correct?

A. Could you restate that?

Q. This sort of filing the company has

made is not the traditional filing made that one

would make in the heyday of regulation when a

company wanted to have an asset put into rate

base; is that correct?

A. Yes, I agree.

Q. Notwithstanding that, you think that

the request for financing that the company is

asking for a traditional method; isn't that

true?
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A. The capital structure used and the

cost numbers are similar or identical to what

would be in a traditional filing, although it is

not the same as a traditional filing.

Q. And on page 3 of your testimony,

regarding the capital structure, you seem to

think that the company should have looked at the

possibility of financing this project with a

capital structure of 80 percent debt; isn't that

right?

A. What I'm saying is that it should

have explored, or if it has explored, it should

have told us it explored, capital structures

that would employ more leverage if those capital

structures would have brought down the cost of

financing the project.

And the application gives no

indication of that and uses a, as I put it,

traditional capital structure.

Q- And having sat through the

cross-examination in this case, is it clear to

you now that the company, in fact, rejects the

notion of debt financing in this project?

A. Yes. The testimony indicated that
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