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Appellant, FirstEnergy Solutions Corp. ("FES") hereby submits this Notice of its cross-

appeal to the Supreme Court of Ohio from: the Opinion and Order of the Public Utilities

Commission of Ohio (the "Commission"), e.ntered in Case No. 10-2929-EL-UNC and rendered

on July 2, 2012; the Entry on Rehearing rendered by the Commission on October 17, 2012, the

(Second) Entry on Rehearing rendered by the Commission on December 12, 2012; and the

(Third) Entry on Rehearing rendered by the Commission on January 30, 2013 (collectively, the

"Entries"). True and accurate copies of all four Entries are attached hereto as Exhibits A, B, C

and D, respectively, and are incorporated herein by reference.

FES submits that the Commission's Entries are unlawful and unreasonable in the

following respects:

1. The Comniission acted unlawfully and unreasonably in settirlg a rate for capacity

based on the utility's fully embedded costs, which is contrary to and inconsistent

with PJM Interconnection, LLC's Reliability Assurance Agreement, as approved

by the Federal Energy Regulatory Commission.

2. The Commission acted unlawfully and unreasonably in setting a rate for capacity

based on the utility's fully embedded costs that guarantees a regulated utility

above-market revenues for a generation-related service.

3. The Commission acted unreasonably and unlawfully in setting a cost-based rate

for-capacxty without following the procedures set forth in Revised Code, Chapter

4909.

WHEREFORE, the Appellants respectfully submit that the Commissio^u's July 2, 2012

Opinion and Order and its October 17, 2012, December 12, 2012, and January 30, 2013 Entries

on Rehearing are unlawful and unreasonable, and should be reversed.

t01857065.rx>C;l } I APPX 3
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Respectfully submitted,

Mark A. Hayden
Counsel of Record for Appellant, FirstEnergy
Solutions Corp.
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BEFORE

THE PUBLIC LTTILITMS COMhOSS'I{JN OF OHIO

In the Matter of the Comxnission Review of )
the Capacity Charges of Ohio Power ) Case No. 10-2929-EL-UNC
Company and Columbus Southern Power )
Company. }

ENTRY

The Commission finds:

(1) Ohio Power Company and Columbus 5outhern Power
Company (AEP-Ohio or the Companies) are electric
light companies as defined in Section 4905.03(.A)(3),
Revised Code, and public utilities as defined in Section
4905.02, Revised Code. As such, the Compa.nies are
subject to the juaWictian of the Conunission in
accordance with Sections 4905.04 and 4905.05, Revised
Code.

(2) Sections 4905.04, 4905.05, and 4905.06, Revised Code,
grant the Commission authority to supervise and
regulate all public utilities within its jurisdiction.

(3) On November 1, 2010, AEP Electric Power Service
Corporation, on behalf of AF.I'-Ohio, filed an
application with the Federal Energy Regulatory
Corrtmissioxt (FERC) in FERC Docket No. ERI1-1995.
At the direction of FERC, AEP refiled its application in
FERC Docket No. ER11®2183 on November 24, 2010.
The application proposes to change the basis for
compensation for capacity costs to a cost-based
mechanism and includes proposed formula rate
templates under which the Companies would calculate
their respective capacity costs under Section D.8 of
Schedule 8.1 of the Reliability Assurance Agreement.

(4) I'rior to the i•'iling of this application, the Commission
approved retail rates for the Companies, including
recovery of capacity costs through provider-of--last-
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10-2929-ET,-UhIC

resort cl ►arges to certain retail shopping customers,
based upon the continuation of the current capacity
charges established by the three-year capacity auction
conducted by PJM, Inc., under the current fixed
resource requirement (FRR) mechani:sm. In re
Columbus Svu tltertt Pvuwr Company, Case No, 08-917-EL.-
5S7, In re Ohio Power Company, Case Na. 08-917-EL-
SSO. See also, In re Columbus Soui-Tuêrn Power Company
and Ohio Pozver Company, Case Nas. 05-1194-EL-UNC
et aI. However, in fight of the change proposed by the
Companies, the Commissian will now expressly adopt
as the state compensation mechanism for the
Companies the current capacity charges established by
the three-year capacity auction conducted by PJM, I.nc,
during the pendency of this review.

(5) Further, the Comntzssion finds that a review is
necessaly in order to detern ►ine the impact of the
proposed change to AEP-Ohio's capacity charges. As
an initial step, the Commission seeks public coxnment
regarding the followin.g issues: (1) what changes to the
current state mechanism are appropriate to determi,ne
the Companies' M capacity charges to ®hio
competitive retakl electric service (CRES) providers; (2)
the degmee to which AEP-Ohio`s capacity charges are
currently being recovered throug,h retail rates
approved by the Cosnnussion or other capacity
charges; and (3) the impact of A.EP-C3hio's capacity
charges upon CRES providers and retail competition in
ohia.

(6) All interested stakeholders are invited to submit
written comments in this proceeding within 30 days of
the issuance of this entry and to submit reply
comments wiikhin 45 d a ys of the issuance of this entry.

It is, therefore,

ORDERED, That written comments be filed within 30 days after the
issuance of this order and that reply comments be filed within 45 days of the
issuance of this entry. It is, further,

r2r
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CtRDERaED, That a copy of this entry be served on AEP-Obio and a91 parties
of record in the Companies' most recent standard service offer proceedings, Case
Nos. O8-917-EL@SS? and O8-918-EL-SSC7.

THEPIIBLI TIES COMMI ION OF OHIO

Alan R. Schriber, Chairman

Paul A. GentoleJla

Steven D. Lesser

GAP/sc

Entered in the Jour:nal

^^ 011010

^ 1Ax -̂' 2l ^LP^+/

Rene6 J. jenkins
Secretary

-

'tlalerie A. Lemmie

Cheryl L. Roberto
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BEFORE

Tf-fE PUBLIC UTILI fIES COMMISSION OF OHIO

In the Matter of the Commission Review of )
the Capacity Charges of Ohio Power ) Case 1Vo.10-2929-EL-UNC
Company and Columbus Southern Power )
ComFany )

ENTE.Y

The Commission finds:

(1) On November 1, 2010, American Electric Power Service
Corporation (AEPSC), on behalf of Columbus Southern. Power
Company and. Ohio Power Company (A.EP-Qhio or the
Company),l filed an application with the Federal Energy
Regulatory Comniission (FERC) in FERC Docket h7o. ER11-
1995. At the direction of PERC, AEPSC refiled its application in
FERC Docket No. ER11-2183 on November 24, 2010. The
application proposed to change the basis for compensation for
capacity costs to a cost-based mechanism and included
proposed formula rate templates uncfer which AEP-Ohio
would calculate its capacity costs under Section D.8 of Schedule
8.1 of the Reliability Assurance Agreement (RAA).

(2) On December 8, 2010, the Commission found that an
investigafion was necessary in order to determine the impact of
the proposed change to AEP-C7hio's capacity charges.
Consequently, the Cornmission, sought public comments
regarding the following issues: (1) what changes to the current
state 7mecharnism are appropriate to determzne AEP-Ohio's
fixed resource requirement (FRR) capacity charges to Ohio
competitive retail electric service (CRES) providers; (2) the
degree to which AEP-C}h.io's capacity charges are currently
being recovered through retail rates approved by the
Commission or other capacity charges; and (3) the impact of
AEP-fJhio's capacity charges upon CRES praviders and retail
competition in Ohio. The Cmrnission invited all interested

1 The Commission notes that the merger of Columbus Southern Power Company into Ohio Power
Comparxy has been confirmed today in a separate docket. In tlze Matter of tlre Appricatrorr of p}iio Power
Conipany and Coturrzbus Southern Prnver Conrparay for Authority to Merge and Related Approvals, Case No_ 1Q-,
237b-EL,-UNC.
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stakeholders tc, submit written comments in the proceeding
within 30 days of issuance of the entry and to submit reply
comments within 45 days of the issuance of the entry.
Additionally, in light of the change proposed by AEP- Ohio, the
Comrnission adopted as the state compensation mechanism for
AEP-Ohio the current capacity charges established by the
three-year capacity auction conducted by PJM Interconnection
(PJM), during the pendency of the rec=iew.

(3) On January 20, 2011, AEP-Ohio filed a motion to stay the reply
comment period and to establish a procedural schedule for
hearing, as well as for an expedited ruling. In the alternative,
AEP-Ohio requested an extension of the deadline to file reply
comsnents until January 28, 2011. In support of its motion,
AEP-Ohio asserted that, due to the recent rejection of its
application by FERC based on the "existence of a state
compensation mechanism," it would be necessary for the
Comrnissian to move forward with an evidentiary hearing
process to establish the state compensation rnechanism. AEP-
Ohio argued that, in light of this recent development, the
parties needed more time to file reply co.mxnents.

(4) By entry issued January 21, 2011, the attorney examiner
granted AEP-Ohio's motion to extend the deadline to file reply
comments and established the new reply comment deadline as
February 7, 2011. The January 21, 2011, entry also determined
that AEP-Ohio's motion for the Conurission to establish a
procedural schedule for hearing would be considered after the
reply comment period had concluded.

(5) On January 27, 2011, in Case No.1.1-346-EL-5SO, et a1. (11-346),
AEP-Ohia filed an applicatiQn for a standard service offer
(SSO) pursuant to Section 4928.142, Revised Code.2 The
application was for an electric security plan (ESP) in
accordance with Section 4928.143, Revised Code,

(6) By en.try issued August 11, 2011, in the present case, the
attorney exa.miner established a procedural schedule in order

-2-

2 In the Matter of the Application of CaZumbus Sozztlzern Power Company and Ohio Power Corrapany for Authority
to Establish a Standard Seruice Offer Pursuant to Section 4929.143, Revised Code, in the Farrrt of an Electrac
Security Plan, Case Nos. 11-346-EL-S54 and 11-348-EL-SSO; In the Matter of the Application of Columbus
Soutlzern Pou>er Company and Ohio Power Cosnpany for Approval of Certain Accounting Authority, Case Nos,
1I-349-EL-.A,AM and 11-350-EL-AAM.
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to establish an evidentiary record on a state compensation
mechanism. Interested parties were directed to develop an
evidentiary record on the appropriate capacity cost
pricing/recovery mechanism including, if necessary, the
appropriate components of any proposed capacity cost
recovery mechanism. An evidentiary hearing was scheduled to
cominence on October 4, 2011.

(7) On September 7, 2071, a stipulation and recommendation (ESP
2 Stipulation) was filed by AFP-Ohio, Staff, and other parties to
resolve the issues raised in 11-346 and several other cases
pending before the Commission (consolidated cases),3
including the above-captioned case. Pursuant to an entry
issued September 16, 2011, the consolidated cases were
consolidated for the purpose of considering the ESP 2
Stipulation. The September 16, 2011, entry also stayed the
procedural: schedule in the pending cases, including this
proceeding, until the Cornmission speei,fically ordered
otherwise. The evidentiary hearing on the FSP 2 Stipulation
commenced on October 4, 2011, and concluded on October 27,
2011.

(8) On December 14, 2011, the Commission issued an opinion and
order in the consolidated cases, modifying and adopting the
ESP 2 Stipulation (FsSP 2 order).

(9) Subsequently, on February 23, 2012, the Commisszon issued an
entry on rehearing in the conscrlidated cases, granting
rehearing in part (ESP 2 entry on rehearing). Finding that the
signatory parties to the ESP 2 Stipulation had not met their
burden of demonstrating that the stipulation, as a package,
benefits ratepayers and the public interest, as required by the
Com.mission's three-part test for the consideration of
stipulations, the Commission rejected the ESP 2 Stipulation.

-3-

'' In the Matter of the Application of Ohio Power Company and Columbus Sottthern Power Company fnr Authority
to Merge and Related ApprovaIs, Case No. 10-2376-EL-UNC; In the Matter of the Application of Columbus
SoutFzern Power Company to Amend its Emergency Curtailment Service Riders, Case No. 10-343-EL-ATA; In
the MattEr of the Application of Ohio Power Company to Amend its I;rriergency Curtailment Service Riders, Case
No. 10-344-EL-ATA; In the Matter of the Comrnission Review of the Capacity Charges of Ohio Power Company
and Columbus Southerrc Power Company, Case No. 10-2929-EL-UNC; In the Matter of the Application of
Columbus Southem Power Cornpany for Approval of a Mechanisan to Recover Deferred Fuel Costs Pursxuant to
Sectifln 4928.144, Revrsed Code, Case No. 11-4920-EE-PDR; In the Matter of the A.Irplicatiort of O1tio Power
Company for Approval of a Mecharaisrri to Recover Deferred Friel Costs Pursuant to Section 4928.144, Revised
Code, Case No.11-492x-EL-RDR,.
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The Comnussion directed AEP'Ohio to file, no later than
February 28, 2012, new proposed tariffs to continue the
provisions, terms, and conditions of its previous ESP, including
an appropriate applicati.on of capacity charges under the
approved state compensation meehanism established in the
present case.

(10) On February 27, 2012, AEP-C)hio filed a motion for relief and
request for expedited ruling in the present docket. Under the
provisions of Rule 4901-1-12(C), Ohio Admirustrative Code
(O.A.C.), any memoranda contra AEP-Ohio's request for
expedited ruling are due by March. 5, 2012, Memoranda contra
AEI'-0hi.o`s request for relief were filed by FirstEnergy
Soluticrns. Corp. (FES), Interstate Gas Supply, Inc. (IGS), Duke
Energy Retail Sales, LLC (DERS), Industrial Energy Users-Ohio
(IEU-Ohio), Ohio Consumers' Counsel (QCC), and Ohio
Manufacturers' Association (OMA). A joint memorandum
contra was filed by Constellation Energy Commodities Group,
Inc., Constellation NewEnergy, Inc., Direct Energy Services,
LLC, Direct Energy Business, LLC, and the Retail Energy
Supply Association (RESA) (collectively, Joint Suppliers).4

(11) In its motion for relief and request for expedited ruling, AEP-
C7hio asserts that, in light of the Coxnms:ssion's rejection of the
ESP 2 Stipulation, the Commission should quickly resume this
proceeding from the point at which it was suspended to allow
for consideration of the stipulation. AEP-Qbio reasons that, in
the absence of the ESP 2 Stipulation, this proceeding would
have been resolved by the end of 2011, and the Company
would not have faced the prospect of unreasonably low
capacity rates. AEP-t?hio believes that the Convmission should
expeditiously consider implementation of a cost-based capacity
rate, at least for a transition period during which the Company
would remain an FRR entity, and issue a decision on the merits
of the case within 90 days.

Addition.aily, AEP-Ohio argues that a reasonable interim
capacity rate should be implemented during the pendency of
thi5 proceeding, but cautions that the Cornrru.ssion should not

4-

¢ Cht February 28, 2012, and March 5, 2012, IGS and RESA, respectively, filed a matiora to intervene in this
case. ICS and RESA are, therefore, each deemed a party for the purpose of responding to AEP-Ohio's
motion pursuant to Rule 4901-1-12(E), O.A.C.
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prejudge the merits of the case through implementation of the
interim rate. AEP Ohio contends that the interim rate should
not be based exclusively on PJM's Reliability Pricing Model
(RPM) auction prices, which, according to AEP-Ohio, would
precipitate immediate, irreparable financial harm on the
Company, as it would be forced to provide CRES providers
with access to its capacity at below-cost rates, AEP-C3hio
believes that the majority of its customers would leave its SSC7
service, resulting in massive revenue loss for the Company.
Specifically, AEP-ohio projects that its earnings for 2CYt2 and
2013 would decrease by 27 percent and 67 percent, respectively,
resulting in a return on equity of 7.6 percent and 2.4 percent,
respectiveZy, as well as possible downward adjustments to the
Company`s credit ratings. AEP-Ohio argues that such a result
would be confiscatory, unreasonable, and unjust. AEP-Ohio
adds that the Company would be forced to pursue aIl possible
legal remedies if the Comanission elects to irnpose full RPM-
based capacity pricing. Noting that the ESP 2 Stipulation was
rejected for reasons unrelated to its capacity charge provisions,
AEP-Qhio argues that it should not be subject to the punitive
result of full RPM-based capacity pricing, which the Company
believes would prejudice the outcome of this proceeding by
causing the majority of its customers to s'Kritch providers by the
time a final decision is reached. AEP-C)hio also claims that
switching to RPM-based capacity pricing now, and later
implementing a different pricing scheme after the case is
decided, would cause uncertainty and confusion for customers.

AEP-Uhio believes that using the same two-tiered capacity
pricing proposed in the ESP 2 Stipulation would offer the most
stability and represents a reasonable middle ground based on
the record in this case. Specifically, AEP-Uhio proposes that
the interim rate should be RPM-based capacity pricing for the
first 21 percent of shopping load of each customer class, plus
aggregation, but excluding mercantile load, with an interim
rate of $255.00Jmegawatt-day (MW-day) for shopping load
above the 21 percent cap. AEP-Ohzo notes that this "status
quo" proposal would essentially maintain the approach
implemented to date by the Company pursuant to the revised
Detailed Implern.entation Plan (DIP) filed on December 29,
2011, which the Company recogni2es was subsequently
modified by the Commission on January 23, 2012, in the
consolidated cases. AEP-Ohio asserts that the record supports
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its interim proposal or, in the alternative, an interim
mechanism that confornms to the Commi,ssion.'s modifications to
the revised DIP, with the exception of the inclusion of
mercantile load. AEP-Ohio notes that it has filed the testimony
of Dr. Kelly Pearce in this docket, as well as testimony frorn the
same witness in support of the ESP 2Stiptilation in the
consolidated cases, which, according to the Company, supports
a cost-based formula rate that is well in excess of its interim
proposal. AEP-Ohio notes that Dr. Pearce's testimony supports
a capacity rate of $355.72/MW-day, whereas its interim
proposal would set aside amounts of RPM-priced capacity for
an iytitial tier of customers and provide for a capacity rate of
$255.00/1VIW-day for amounts above the first tier.

Alternatively, AEP-Ohio proposes a compromise position of
RPM-based capacity pricing for customers already served by
CRES providers or those having provided a switch request as
of the date of the ESP 2 entry on rehearing, and $255.00/MW-
day for all other customers, including aggregation load, that
switch before the case is decided, AEP-Ohio believes that this
proposal is a reasonable interim solution, one that would
facilitate shopping during the pendency of the case, as well as
avoid financial harm for the Company. As this approach
would adopt two opposing litigation positions in part, AEP-
0hio notes that it can be implemented without prejudice to the
outcome of the case,

Finally, AEP-Ohio notes that the ESP 2 entry on rehearing is
unclear with respect to the directive regarding capacity pricing
and that the Cornnmission, should provide clarification so that
AEP-Ohio may comply with the Commissio.n`s directive.

(12) In its memorandum contra, FES argues that AEP-Ohio's motion
for relief should be denied as legally and procedurally
deficient, and that the Commission should reject the
Company's attempt to retain the anticompetitive and
discriminatory capacity pricing scheme from the now rejected
ESP 2 Stipulation. FES contends that AEP-Ohio has a number
of means by which it could have sought relief, including
seeking rehearing of the ESP 2 entry on rehearing pursuant to
Section 4903.10, Revised Code, or seeking emergency rate relief
pursuant to Section 4909.16, Revised Code. 1# AEP-Ohio's
dispute is with the allegedly confiscatory impact of the state
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compensation mechanism set forth in the RAA, FES notes that
the Company has already filed a complaint case in FERC
Docket IVo, EL11-32, seeking to change the terms of the RAA.
Rather than pursue these options, FES argues tha.t AEP-Ohio
elected to file its motion for relief, which disregards the
rehearing process and is not authorized by statute.

Additionally, FES takes issue with A,EP-Ohio's claim that RPM-
based capacity pricing will cause the Company to suffer
immediate and irreparable harrn. FES points out that, although
AEP-Ohio sought rehearing of the December 8, 2010, entry in
this docket, the Company did not claitn in its application for
rehearing that RPM-based capacity pricing would cause such
harm and, therefore, FES contends that the Company has
waived the argument. FES adds that AEP-Ohio's claim that
RPM-based capacity pricing is confiscatory is not credible,
given that the Company voluntarily used such pricing
throughout the term of its first ESP. FES notes that the RPM
zonal price for delivery year 2011/2012 is approximately
$116.00/MW-day and th.at AEP-Ohio voluntarily charged a
price of $105.00/M.W-day as recently as the 2009/2010 delivery
year. FFS further notes that AEP-Ohio's projections for 2012
and 207.3 show significant earnings, despite the Company's
unsupported assumption that the majority of its customers will
switch to CRES providers under RPM-based capacity pricing.
FES also indicates that AEI'-Ohio's anticipated return on equity
of 7.6 percent for 2012 under RPM-based capacity pricing is
almost exactly what the Company had projected that it would
earn under the ESP 2 Stipulation.

In addition, FES argues that the Conunission`s directive to
AEP-Ohio is clear and that there is no need for clarification of
the ESP 2 entry on rehearing. FES asserts that AEP-Ohio
should comply with the Commission's directive and continue
to charge RPM-based pricing for its capacity in accordance with
the state compensation mechanism established in the
Comrn.issiort's December 8, 2010, entry. In order to comply
with the Comrrdssion's directive, FES notes that AEP-Ohio
need only notffy PJM that the state compensation mechanism
requires RPM-based capacity pricing.

FES adds that the restoration of RPM-based capacity pricing,
which is the default pricing structure under the RAA, would
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not predetermine the outcome of this case but rather complies
with the RAA and restores all parties to the circumstances in
place throughout all of AEP-Ohio's first ESP. Given that the
ESP 2 Stipulation has now been rejected, FES also notes that
there is no support in the record for a capacity price of
$255.00/MW-day, which was negotiated by the signatory
parties to the stipulation. FES argues that AEP-Ohio cannot
rely on the hearing record in the consolidated cases to support
its claims, as the consolidated cases were consolidated for the
.lirnited purpose of considerin:g the ESP 2 Stipulation. Further,
FES points out that even several of the signatory parties agreed
that setting the capacity price based on anything other than
RPM-based pricing was unreasonable but that the other
purported benefits of the ESP 2 Stipulation made the two-tiered
approach acceptable to them. FES adds that AEP-Ohio's
interim proposal would harm governrnentat aggregation and
restrict shopping. FES also argues that the tvwo-tiered interim
proposal would discriminate among shopping customers, as
well as between shopping customers and non-shopping
customers, and that there are no benefits to outweigh the harm
caused to competitive markets, now that the ESP 2 Stipul.ation
has been rejected. With respect to A EP-0hia s a.ltern.ative
proposal, FES argues that it directly conflicts with state law and
policy and with the Commission's express intent in the ESP 2
order to accommodate governmental aggregation. FES notes
that, if AEP-Ohio's alternative proposal is adopted, all
govern.mental aggregation load from the November 2011 ballot
initiatives would be denied RPM-based capacity pricing, as
those commuruties have not completed enrollments.

-8-

(13) IGS states that it does not object to AEP-Ohio's interim
proposal, but argues that AEP-Ohio's compromise position
should be rejected. Although IGS believes that capacity
charges should be market based, it notes that there is a need for
a measured transition from a regulated to a competitive
paradigm. IGS asserts that AEP-Ohio's interim proposal is a
reasonable approach that would enable the parties to engage
again in a constructive dialogue toward, a xxi.oxe permanent
solution that provides certainty for all stakeholders. IGS
contends that AEP-®hio's interim proposal would provide
clarity for CRES providers, as well as an opportunity for
customers to benefit from savings offered by CRES providers.
IGS notes that the interim proposal, which would essentially
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maintain the capacity pricing recommended in the ESP 2
Stipulation, was agreed to by most of the parties in the
consolidated cases. IGS cautions that the RPM capacity
aIlotments must be available to a.il customer classes equally, if
AEP-Ohio's inter3m proposal is to remain a viable interizn
solutian, Additionally, although IGS does i-iot object to AEP-
Ohio's interim proposal, IGS suggests that, as an alternative,
the Cornunission could implement a cap on the governmental
aggregation load to which RPM-based capacity pricing applies.
With respect to mercantile customers, IGS proposes that the
Commission could defer the decision of whether to exclude
such customer. s to the communities seeking to aggregate,
instructing each corrumunity to capture its decision in its plan of
governance.

IGS believes that AEP-Ohio's compromise position would
distort the basic premise of market-priced capacity and would
immediately and perhaps permanently stifle competition.
Noting that there has been a general consensus among
stakeholders that AEP-Ohio should transition to competition,
ICS argues that a flat rate izlcrease to $2,55.00/11FfW day for all
customers electing to shop after February 23, 2012, would not
serve this end but would rather create a roadblock to
competitive markets.

(14) In its memorandum contra, DERS argues that AEP-C7hio's
motion for relief should be denied and that the Company
should be required im.mediately to implement RPM-based rates
for capacity while this proceeding is pending. DERS believes
that AEP-Ohio's interim proposal would harm the competitive
markets and dissuade customers from shopping in violation of
state policy. According to DERS, AEP-Ohio's interim proposal
would penalize new shoppers by imposing a dramatic
escalation in capacity charges. Noting that the Commission has
approved RPM-based capacity pricing as the state
compensation mechanism, DERS maintains that AEP-Ohio
seeks a drastic change from the situation that existed before this
proceeding com.rnenced. DERS further notes that AEP-Ohio's
proposed two-tiered capacity ck ►arge is entirely at odds with
the capacity charge calculation methodologies approved for
other utilities in the state.
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Additionally, DERS contends that there is no justification for
the remedy that AEP-tdhio seeks. DERS argues that AEP-Ohio
has effectively sought a stay of the capacity-related portion of
the ESI' 2 entry on rehearing. DERS asserts that AEP-Ohio has
made no attempt to address any of the relevant factors that are
considered in determ.ining whether to grant a stay of an order,
other than to allege that the Company will suffer financial
harm.

(15) IEU-Ohio argues that AEP-tQhin's motion for relief should be
denied as another attempt by the Company to impede
shopping by ir.mi:ting access to RP1W-based capacity pricing.
IEU-Ohio 'nQtes that the state compei-i.sation mechanism
established in this proceeding requires RPM-based capacity
pricing. Because the Conzmission has now rejected the ESP 2
Stipulation including its capacity pricing provisions, IECf-Ohio
asserts that the "status quo"" price is the RPM-based price as a
matter of law. TEU-Ohio adds that each of the interim solutions
proposed by AEP-Ohio is discriminatory and non-comparable
in violation of various sections of Chapter 4928, Revised Code,
in that simiIarly situated customers would be subject to one of
two significantly different capacity prices based on nothing
more than when the determination to switch providers was
made.

In additiort, IEU-Ohio agrees with DERS that AEP-Ohi.o has
failed to provide any basis for a stay of the Colxunission°s
orders regarding capacity charges. Specifically, IEU-Ohio
contends that a claim of irreparable harm does not enable AEP-
Ohio to secure approval for a new capacity pricing scheme,
even on an interim basis, in th,is proceeding. IEU-Ohio believes
fliat, although clairns of financial distress and confiscation may
appropriately justify regulatory relief in some circumstances,
no such circumstances exist in this case. IEU-Ohio notes th.at
AEP-Ohio has not invoked the Commission.'s authority under
Section 4909.16, Revised Code, and that the Company,
therefore, has no justification for seeking interim relief based on
alleged financial distress. IEU-Ohio further notes that AEP-
Ohio has failed to provide any support for its claim of
confiscation and in:stead has offered non-record isdormation
showing positive returns for 2012 and 2013. Given that AEP-
Ohio has benefited from significantly excessive earnings under
the same SSO rates and the same capacity pricing mechanism
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that the Company was ordered to implement in the ESP 2 entry
on rehearing, IEU-Ohio maintains that the Compar ►y has not
provided any basis upon which to believe that the ESP 2 entry
on rehearing will result in confiscation. Even if there were a
Iegitisn.ate confiscation claim, IEU-Ohio believes that AEP-Ohio
should direct its efforts at FERC.

A.dditionally, IEU-Oh.io disputes AEP-Ohio's argument that a
return to RPM-based capacity pricing would create confusion
fox customers and CRES providers. IEU-Ohio avers that the
only confusion surrounding capacity charges stems from AEP-
Ohio's continued efforts to impede shopping. Noting that
AEP-Ohio is not authorized to compete with CRES providers to
provide service to retail customers, IEU-Ohio also takes issue
with AEP-Ohio`s claim that it would be untawful to require the
Company to provide below-cost capacity to its competitors.
IEU-Ohio asserts that AEP-Ohio has clearly indicated that its
proposed capacity pzlcing structure is intended to prevent
customers from shopping.

IEU-Ohio further argues that none of AEP-Ohio's proposed
interim solutions is based on record evidence. IEU-Ohio points
out that AEP-Ohio's testixrtony in this proceeding has not been
subjected to discovery or cross--exaniinatitsn and that reliance
on the record supporting the ESP 2 Stipulation and the ESP 2
order is unreasonable in light of the fact that the stipulation has
now been rejected. IEU-Ohio also contends that AEP-Ohio's
proposed interim solutions are unreasonable, as they would
unreasonably restrict customer choice and limit access to RPM-
based capacity pricing. Finally, IEU-Ohio maintains that the
ESP 2 entry on rehearing clearly directs AEP-Ohio to
implernent RPM-based capacity pricing. IEU-Ohio adds that
AEP-Ohio's position that the ESP 2 entry on rehearing requires
clarification is not credible in light of testimony given by the
Company during the hearing on the ESP 2 Stipulation, as well
as arguments raised by AEPSC in a recent filing for relief in
FERC Docket No. EtZ11-2183,

(16) OCC, in its mem.orandum contra, argues that AEP-Ohio's
motion for relief and request for expedited ruling are
proeedurally improper and that the subject matter of the
motion should have been addressed in an application for
rehearing of the ESP 2 entry on rehearing. C7C.C requests that
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the Cornntission treat AEP-Ohio's motion as an application for
rehearing and proceed on that basis. OCC further contends
that AEP-Ohio's untested financial assertions are not part of the
record and should be disregarded.

In addition, OCC maintains that AEP-ohio has failed to
provide any legal basis for its interim capacity pricing
proposals. OCC believes that Section 4928.143(C)(2)(b),
Revised Code, requires a return to the RPM-based capacity
pricing that existed in December 2011 under the first ESP and
that AEP-Ohio's proposals are not consistent with the statute.
C7CC adds that the ESP 2 entry on rehearing is clear and that
the Commissiojn ordered AEP-Ohio to apply RPM-based
capacity pricing under the conditions that were used during
the first ESP. OCC notes that it is disingenuous for AEP-Uhio
to claim that it does not understarid the Commission's directive
in the ESP 2 entry on rehearing when the Company's pleading
in this case and the recent filing in FERC Docket No. ER11-21$3
are largely devoted to asserting the consequences of a return to
RPIVI-based capacity pricing. C?CC concludes that AEP-Ohio's
attempt to limit shopping by increasing capacity charges in
violation of state policy should be rejected.

(17) The Joint Suppliers argue that AEP-Ohio's interim capacity
proposals are contrary to the ESP 2 entry on rehearing,
including the Commission's clear directive to implement RPIVI-
based capacity pricing. The Joint Suppliers assert that the two-
tiered capacity charge agreed to under the ESP 2 Stipulation
was a specific component of a comprehensive plan that cannot
now be lifted in part from the stipulation and used outside of
the context for which it was created. The Joint Suppliers add
that AEP-Ohio's interim proposals would effectively curtail
competition and postpone market-based pricing indefinitely,
without all of the other aspects of a transition to competition,
which was the purpose of the two-tiered capacity charge in the
ESl' 2 Stipulation. The Joint Suppliers contend that, outside of
the context of the comprehensive ESP 2 Stipulation, the only
appropriate charge for capaca.tv is RPM-based pricing. The
Joint Suppliers note that the top tier of $255.00/MW-day,
which was a negotiated number, has no logical basis and does
not refIect market prices. The Joint Suppliers believe that RPM-
based capacity pricing is both transparent and predictable for
all market participants, including consumers and CRES
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providers, and is the only appropriate pricing for capacity
outside of the context of a comprehensive transition to a
competitive rnarlCet, The Joint Suppliers note that, for non-
shopping customers, the price of capacity is built into AEP-
Ohio^s tariff rates. With respect to shopping customers, the
Joint Suppliers note that the RPM-based capacity rate will be
approximately $116.00/ MW-day until the June 2012 billing
cycle, which is the same amount that AEP-Ohio has charged
since the June 2011 billing cycle, other than for a small number
of coxnrnercial and industrial customers that switched after the
ESP 2 Stipulation was executed. The Joint Suppliers add that
AEI"-Ohio reinstated, in its compliance tariffs filed on February
28, 2012, the 90-day notice requirement for most non-residential
custorners that elect to shop, which the joint Suppliers argue
will protect the Coinpan.y from a flood of shopping for at least
the next 90 days while this proceeding is pending. Therefore,
the Joint Suppliers maintain that AEP-Ohio's financial concerns
are not well founded at this time.

(18) OMA argues that granting AEP-Ohio's motion would harm
Ohio manufacturers. OMA contends that the relief sought by
AEP-Ohio would prevent customers from taking advantage of
historically low market prices. OMA adds that, if AEP-Ohio's
motion for relief is granted, the Company will not be incented
to develop expeditiously a better rate plan than the rejected
ESP 2 $tipulation, as the Company will have some of the
revenue protection that it seeks. OMA also argues that AEP-
Ohio could lessen the detrimental financial impact of the ESP 2
entry on rehearing by developing and filing a new and
impraved SSO. OMA i-iotes that AEP-Ohio's projected 2.4
percent return on equity for 2013, wlv.le not a healthy return on
equity, does not reflect a new rate plan and thus may never
come to fruition. OMA emphasizes that AEP-Ohio seeks relief
for ordy an interim period until a new SSO is approved. OMA
believes that it is more important for AEP-Ohio and the other
parties to develop a new SSO that can be expeditiously
implemented so as to avoid financial harm to both AEP-Ohio
and customers.

Additionally, OMA asserts that AEP-Ohio's motion for relief is
legally deficient. OMA contends that the Commission mav not
authorize AEP-Ohio to modify its capacity charges, even for an
interim period, unless the state compensation mechanism is
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changed, emergency relief is granted, or the RAA is modified at
FERC's direction„ OMA further contends that AEP-Ohio`s
motion for relief is not authorized under Ohio law and is thus
proceduu°ally deficient.

(19) On March 5, 2012, AEP-Ohio filed a motion for leave to file a
reply to the various nlemoranda contra to provide the
Commission with updated information in response to the
arguments offered by the intervenors and ensure that the
Cornmission has the necessary information to make an
informed decision. The motion includes the affidavit of AEP-
Ohio employee William. A. Allen, Director-Rate Case
Management, regarding the level of shopping in AEP-Ohic►'s
service territory and the details and assumptions used in the
Company's analysis in support of the information provided in
the Compa^.y's request for relief,

AEP-Ohio responds that 36.7 percent of AEP-Ohio's load has
switched or indicated an intention to switch to a CRES provider
as of March 1, 2012. Under the two-tier capacity pricing
mechanism approved by the Comrnission in the ESP 2 order,
AEP-Ohio claims that 6.8 percent of its total load transferred to
a CRES provider at the second tier of $255.00 f IVIW-day. This is
the interim structure that A.EP Uhio requests remain in place
until the Commission issiles a final decision on the capacity
charge issue. Since the FSP 2 entry on rehearing issued
February 23, 2072, AEP-Ohio states some 10,000 switch
requests have been presented to the Company.

Further, Mr. Allen attests that, since his rebuttal testimony in
the consolidated cases, the energy prices in the PJM market
have decreased by approxiznately 25 percent, increasing the
headroom available for CRES providers. Mr. Allen further
reasons that, with the current energy prices, CRES providers
can make offers below the Company's tariff rates with capacity
at $255.00/MW-day. According to AEP-Cthio, customer
shopping increased after the ESP 2 entry on rehearing and will
continue to increase, particularly if all capacity is priced at
RPM, harnrring AEP-C)hio.

(20) On Nlarch 6, 2012, FES filed a memorandum contra A.EP-Ohio's
motion for leave to file a reply. FES contends that AEP-Ohio
filed its motion for relief pursuant to Rule 4901-1-12(C), p,A.C.,
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which, in exchange for an accelerated response time, prohibits
the filing of a reply. Further, FES argues that there is nothin.g
AEP-Ohio filed in its reply that could not have been included
in its motion for relief, which would have granted the other
parties an opportunity to respond. FES claims that AEP-Ohio's
reply is unreasonable and a violation of procedural due process
and requests that the Conm7tission not consider the information
presented in the reply as, according to FES, to do so would be
plain error.

(21) Rule 4901-I-38, O.A.C., provides that the Commission may, for
good cause shown, prescribe d.ifferent practices from those
provided by rule. It is imperative that the Commission have
the most accurate and complete information available to make
an informed decision to balance the interests of all
stakeholders, particularly in light of the uruque circumstances
of this case. ;Accord.ingly, we grant AEP-Ohio's motion for
leave to file a reply.

(22) We reject claims that the interun relief is not based upon record
evidence. The instant proceeding was consolidated with 11-346
and the cases enumerated in footnote three of this entry for
purposes of considering the FSP 2 Stipulation. All of the
testimony and exhibits admitted into the record for purposes of
considering the ESP 2 Stipulation are part of the record in tliis
proceeding. Our subsequent rejection of the ESP 2 Stipulation
did not remove such evidence from the record, and we may,
and do, rely upon such evidence in our decision granting
interim relief.

(23) As certain of the memoranda contra argue, the two-tier
capacity rate was created and agreed to by numerous
intervenors to the conLsolidated cases, as one component of the
ESP 2 Stipulation. As is the case with a stipulation, parties
negotiate for and compromise on various provisions. We
understand that parties may feel that consideration of the two-
tier capacity rate as the state compensation mecharusm denies
the other parties to the stipulation the benefit of the bargain.
Moreover, while AEP-Ohio may have other avenues to
challenge the alleged confiscatory impact of the state
compensation mechanism, the Commission is also vested with
the authority to modify the state compensation rnechanism
established in our December 8, 2(}1(7, entry in this case.
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(24) As we noted in the entry establishing the state compensation
mechanism, the Commission approved retail rates for AE.P-
Ohio in its first ESP proceeding. In re Cotu»abus Southern Power
Company and Ohio Power Corripctny, Case Nos. 08-917-EL-SS0, et
al. (ESP 1 Case). These retail rates included the recovery of
capacity costs through provider-of-last-resort (POLR) charges
to certain retail shopping customers based upon the
continuation of the current capacity charges established by the
three-year capacity auction conducted by PJM under the
current FRR mechanism. Entry (December 8, 2010) at 1-2.
Further, the Commission established, as the state compensation
mechanism, the current RPM rate established, by the PJM base
residual auction.

(25) However, on remand from the Supreme Court, the
Coznrnission elin.unated the POLR charges. ESP 1 Case Order
on Remand at 33 (October 3, 2011). Therefore, AEP-Ohio is no
longer receiving any contribution towards recovery of capacity
costs from the POLR charges. Fizrther, evidence presented in
this proceeding in support of the ESP 2 Stipulation claimed that
RPM rates for capacity are below AEP-C'^hio`s costs to provide
such capacity. As we have previously noted, the evidence in.
the record indicates a range of potential capacity costs from a
low of $57.35 jIV1W-day (FES Ex. 2 at 5) to a high of
$355.72/MW-day, as a merged entity (AEP-(ahio Ex. 3 at 10).
Moreover, when retail customers switch to competitive
suppliers, AEP-Ohio cannot take full advantage of the
opportunity to sell into the wholesale market as any margin on
off-system sales must be shared with other AEP affiliate
coznpardes under its current Pool Agreement and in many
instances is flowed through to customers of non-Ohio AEP
utility affiliates. The Pool Agreement was last amended in 1980
and did not contemplate current circumstances. Until the Pool
Agreement is modified, it places AEP-Ohio in a position
different from other Ohio utilities.

(26) Accordingly, we find support in the record that, as applied to
AEP-Ohio for the interim period only, the state con-tpensation
mechani.srra could risk an unjust and unreasonable result.
Therefore, the Contmzssion implements the two-tier capacity
pricing. We implement the two-tier capacity pricing
mechanism proposed by AEP-Ohio in its motion for relief,
subject to the clarifications contained in our January 23, 2012,
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entry, including the clarification including mercantile
custom.ers as governmental aggregation customers eligible to
receive RPM-priced capacity. Under the iwo-tier capacity
pricing mechanism, the first 21 percent of each customer class
shall be entitled to tier-one RPM pricing. All customers of
governmental aggregations approved ort or before November
8, 2011, shall be entitled to receive tier-one RPM pricing. The
second-tier charge for capacity shall be at $255.00/1VMW-day.
This interim rate will be in effect until May 31, 2012, at which
point t-be rate for capacity under the state compensation
mechanism shall revert to the current RPM in effect pursuant to
the PJM base residual auction for the 2012 f 2013 year.

Finally, we note that, on March 5, 2012, AEP-Ohio fi1ed notice
of its intent to file a modified ESP, pursuant to Section 4928.143,
Revised Code, by March 30, 2012. AEP-Ohio plans to propose
as part of the modified ESP a capacity charge, applicable until
such time as AEP-Ohio can transition from a.n FRR to an RPM
entity. AEP-Ohio submits that this will preclude the need for
the Comniission to adjudicate this case, provided a satisfactory
interim mechanism is established and the ESP is resolved
expeditiously. The Company states the term of the modified
ESP will be June 1, 2012, through May 31, 2016.

Although AEP-Ohio believes that the present case may be
resolved under its modified application for an ESP, the
Commission believes that resolution of this case should no
longer be delayed. Our decision today temporarily modifying
the state compensation mechanism will allow the Commission
to fully develop the record to address the issues raised in this
proceeding. Therefore, the Conunission directs the attorney
examiner to issue a procedural schedule in this case under
which this matter be set for hearing no later than April 17, 2012.

It is, therefore,
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ORDERED, That AEP-Ohio's motion for leave to file a reply is granted. It is,
further,

ORDERED, That AEP-Ohio's motion for relief be granted, as determined above,
until May 31, 2012. .lt is, further,
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ORDERED, That a copy of tba.s entry be served upon aiI parties of record.

SJP/GNS/vrm

Entered in the journal

^ ^^nit

Barcy F.McNea1
Secretary
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In the Matter of the Commission Review of )

the Capacity Charges of Ohio Power } Case No. 10-2929_EL-UNC
Company and Columbus Southern Power )
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QP1NIOIV AND ORDER

The Commission, corn.ing now to consider the evidence presented in this proceeding,
the transcripts of the hearing, and briefs of the parties, hereby issues its opinion and order.
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McNees, Wallace & Nurick LLC, by Samuel C. Randazzo, Frank P. Darr, and
joseph E. Oliker, 21 East State Street, 17th Floor, Columbus, Ohio 43215, on behalf of
Industrzal Energy Users-Ohio.

Vorys, Sater, Seymour & Pease LLP, by M. Howard Petricoff and Lija Kaleps-Clark,
52 East Gay Street, P.O. Box 1008, Columbus, Ohio 43216, on behalf of Constellation
NewEnergy, Inc. and Constellation Energy Commodities Group, Inc.

APPX 27



1_0-2929-EL-DNC -2-

VorysF Sater, Seymour & Pease LLP, by M. Howard Petricoff and Lija Kaleps-Clark,
52 East Gay Street, P.O. Box 1008, Columbus, Jhi.o 43216, on behalf of Direct Energy
Services, LLC and Direct Energy Business, LLC.

Vorys, Sater, Seymour & Pease LLP, by M. Howard Petricoff and Lija Ka.leps-C'lark,
52 East Gay Street, P.O. Box 1008, Columbus, Ohio 43216, on behal€ of the Retail Energy
Supply Association.

Vorys, Sater, Seymour & Pease LLP, by M. Howard Petricoff and Lija Kaleps-Clark,
52 East Gay Street, P.Q. Box 1008, Columbus, Ohio 43216, Eimer Stahl LLP, by David M.
Stahl, 224 South Michigan Avenue, Suite 1100, Chicago, lllinois 60604, and Sandy 1-ru
Grace, 101 Constitution Avenue N'vY, Suite 400 East, Washington, D.C. 20001, on Uehalf of
Exelon Generation Company, LLC,

Mark A. Hayden, FirstEnergy Service Company, 76 South Main Street, Akron, Ohio
44308, Calfee, Halter &Grisv^>old, LLP, by James F. Lang, Laura C. McBride, and N. Trevor
Alexander, 1400 KeyBank Center, 800 Superior Avenue, Cleveland, Ohio 44114, and Jones
Day, by David A. Kutik and Allison E. Haedt, 901 Lakeside Avenue, Cleveland, C3h.io 44114,
on behalf of FirstEnergy Solutions Corp.

Bricker & Eckler LLP, by Thomas J. d`Brien, 100 South Third Street, ColLunbus, Ohio
43215, and Richard L. Sites, 155 East Broad Street, 15th Floor, Columbus, C)hfa 43215, on
behalf of the tJhio 1-3ospital'Association..

Bricker & Eckler LLP, by Lisa C. McAlister, 100 South Third Street, Columbus, Ohio
43210" on behalf of the C3hzo Manufacturers' Association.

Jeanne W. Kingery and Amy B. Spiller, 139 East Fourth Street, Cincinnati, Ohio
45202, on behalf of Duke Energy Retail Sa.les, LLC and Duke Energy Commercial Asset
Management, Inc.

Whitt Sturtevant LLP, by Mark A. Whitt, Andrew J. Campbell, and Melissa L.
Thompson, PNC Plaza, Suite 2020, 155 East Broad. Street, Columbus, Ohio 43215, and.
Matthew White, 6100 Emerald Parkway, Dublin, Ohio 43016, on behalf of Interstate Gas
Supply, Inc.

Bailey Cavalieri LLC, by Dane Stinson, 10 1Nest Broad Street, Suite 2100, Columbus,
Ohio 43215, on behaif of the Ohio Association of School Business Officials, Ohio School
Boards Association, Buckeye Association of School Administrators, and Ohio Schools
Council.

APPX28



10-2929-EL-UNC -3-

Kegler, Brown, Hill & Ri.tter, LPA, by Roger P. Sugarman, 65 East State Street, Suite
1800, Columbus, Ohio 43215, on beh;arf of the NationaI Federation of Independent Business,
0hia Chapter.

Bell & Royer Co., LPA, by Barth E. Royer, 33 South Grant Avenue, Columbus, Ohio
43215, on behalf of Dominion Retail, Inc.

Ice Miller LLP, by Chrrstopher L. Miller, Asim Z. Haque, and Gregory H. Dunn, 250
West Street, Columbus, Ohio 43215, on behalf of the Association of Independent Colleges
and Universities of Ohio.

Tce Miller LLP, by Asim Z. Haque, Christopher L. Miller, and Gregory H. Dunn, 250
West Street, Columbus, Ohio 43215, on behalf of the city of Grove City, Ohio.

OPINION:

1. HSSTORY OF THE PROCEEDING

On November 1, 2010, American Electric Power Service Corporation (AEPSC), on
behalf of Columbus Southern Power Company (CSP) and Ohzo Power Company (OI')
(jointly, AEP-Ohio or the Company},1 filed an application with the Federal Energy
Regulatory Com:rn.ission (FERC) in FERC Docket No. ER11-1995. On November 24, 2010, at
the direction of FERC, AEPSC refiled the application in FERC Docket No. ER11-2183 (FERC
filing). The application proposed to change the basis for compensation for capacity costs to
a cost-based mechazdsm, pursuant to Section 205 of the Federal Power Act (FPA) and
Section D,8 of Schedule 8.1 of the Reliability Assurance Agreement (RAA) for the regional
transmission organization (RTO), PJM Interconnection, LLC (PJM), and included proposed
formula rate templates under which AEP-Ohio would calculate its capacity costs.

On December 8, 2010, the Commissian found that an investigation was necessary in
order to determine the impact of the proposed change to ,A:EP-Ohfo's capacity charge.
Consequently, the Commission sought public com.ments regarding the following issues: (1)
what changes to the current state compensation mechanism are appropriate to determine
AE:P-Ohia's fixed resource requirement (FRR) capacity charge to Ohio competitive retail
electric sexvice (CRES) providers, which are referred to as altexnative aoad serving entities
(LSE) within PJM; (2) the degree to which AEP-Ohio's capacity charge is currently being
recovered through retail rates approved by the Comm9..ssion or other capacity charges; and
(3) the impact of AEP-Ohio's capacity charge upon CRES providers and retail competition
in Ohio. The Cornxnission invited all interested staiceholders to subxnit written comm:ents in

^ By entry issued on March 7,2012, the Commission approved and confirmed the merger of CSP into oI',
effeckive December 31, 2011. In the Matter of the Application of Ohio Power Comparz1/ and Colum.bus Southern
Power Company for Authority to Merge and Related ,A.ppravais, Case No.1Q-23i6-ELUNC.
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the proceeding within 30 days of issuance of the entry and to subznit reply comments within
45 days of the issuance of the entry. Additionally, in light of the change proposed by AEP-
Ohio, the Commission explicitly adopted as the state compensation mechanism for the
Company, during the pendexacy of the review, the current capacity charge established by
the three-year capacity auction conducted by PJM based on its reliability pricing mode1.
(RPM)•

C3n. January 20, 2011, AEP-Ohio filed a motion to stay the reply comment period and
to establish a procedural schedule for hearing. In the alternative, AEP-Ohio requested an
extension of the deadline to file reply comments until January 28, 2011. In support of its
motion, AEP-Ohio asserted that, due to the recent rejection of its application by FERC based
on the existence of a state compensation mechanism, it would be necessary for the
Commission to move forward with an evidentiary hearing process to establish the proper
state compensation mechanism. AEP-4hio argued that, in light of this recent development,
the parties needed more time to file reply comments.

By entry issued on January 21, 2011, the attorney exantiner granted AEP-®hio's
motion to extend the deadline to file reply cornments and established the new reply
comment deadline as February 7, 2011. The January 21, 2011, entry also determined that
AEP-Ohio`s motion for the Commission to establish a procedural schedule for hearing
would be considered after the reply comment period had concluded.

On January 27, 2011, in Case No. 11-346-EL-SSO, et al. (11-346), AEP-C?hio filed an
application for a standaz°d service offer (5SC?) pursuant to Section 4928.141, Revised Code.2
The application was for an electric security plan (ESP) in accordance with Section 4928.143,
Revised Code.

Motions to intervene in the present case were fiJ.ed and intervention was granted to
the folloiving parties: Ohio Energy Group (0EG); Industrial Energy Users-Ohio (IEU-C7hiQ),
Ohio Consunmers' Counsel (OCC); (ahio Partners for Affordable Energy (OPAE)3- Ohza
Manufacturers' Association (OMA); Ohio Hospital Association (OHA); Direct Energy
Services, LLC and Direct Energy Business, LLC (jain*ly, Direct Energy); Cozvstellatian
Energy Commodities Group, Inc. and Constellation NewEnergy, Inc. (jointly,
Constellation); FixstEnergy Solutions Corp. (FES); Duke Energy Retail Sales, LLC and Duke
Energy Comznercial Asset Managesnent, Inc. {join:tly, Duke); Exelon Generation Company,
LLC (Exelon); Interstate Gas Supply, Inc. (IGS); Retazl Energy Supply Association (RESA);

In the Matter of the Application of Columbus Southern Power Company and Ohio Power Company for Authority to
EstabIish a Standard Seruice Offer Pursuant to Section 4928.14,3, Revised Code, in the Form of an Electric Security
Plan, Case Nos. 11-346-EL-a5p and 11-348-1GL-SSC3; In the Matter of the Application of Columbus Southern
Power Company astd Ohio Power Company for Approval of Certain Accounting Auth.ar#tyJ Case Nos. 11-349-t;L-
AAM and I1-350-EL-.11AM.

3 On November 17, 2012, L7PAB filed a notice of wit-hdrawa2 frorn this case.
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Ohio Assoeiation of School Business Officials, Ohio School Boards Association, Buckeye
Association of School Administrators, and Ohio Schools Council (collectively, Schools);
Ohio Farm Bureau Federation (OFBF); The Kroger Company (Kroger); C?hia Chapter of the
National Federation of Independcnt Business (NFIB); Dominion Retail, Inc. (Dorzxin%on
Retail); Association of Independent Colleges and Universities of Ohio (AICUO); city of
Grove City, Ohio (Grove City); and Ohio Construction Materials Coalition {OCN1C'j.4

Initial comments were filed by AEP-Ohio, IEU-Ohio, OMA, OHA, Constellation,
Direct Energy, OEG, FES, OPAE, and C)CC. Reply comments were filed by AEP-Ohio,
OEG, Constellation, OPAE, FES, and OCC.

By entry issued on August 11, 2011, the attorney exami-ner set a procedural schedule
in order to establish an evidentiary record on a proper state compensation mechanism. The
evidentiary hearing was scheduled to commence on October 4, 2011, and interested parties
were directed to develop an evidentiary record on the appropriate capacity cost
pricing/recovery mechazzism, including, if necessary, the appropriate components of any
proposed .capacity cost recovery mechanisrn. In accordance with the procedural schedule,
AEP-Ohdo filed direct testimony on August 31, 2011.

On September 7, 2011, a stipulation and recommendation (ESP 2 Stipulation) was
filed by AEP-Ohio, Staff, and other parties to resolve the issues raised in 11-346 and several
other cases pending before the Commission (consolidated cases),s including the above-
captioned case. Pursuant to an entry issued on September 76, 2011, the consolidated cases
were consolidated for the sole purpose of considering the ESP 2 Stipulation. The Septeinber
16, 2011, entry also stayed the procedural schedules in the pending cases, including this
proceeding, until the Comi.-ni.ssion specifically ordered otherwise. The evidentiary hearing
on the ESP 2 Stipulation Cornmenced on October 4, 2011, and concluded on October 27,

2011. On December 14, 2011, the Commission issued an opinion and order in the
consolidated cases, modifying and adopting the ESP 2 Stipulation, including its two-tier

4 On April 19, 2012, OCMC filed a corrected cover sheet to its motion for intervention, indicating that it did
not intend to seek intervention in this case.

fn the Matter of the Application of Ohio Powar Company and Columbus Southern Power Company for Authority to
Merge and Related Approvals, Case No.10-237G-EL-UNC; In the Matter of the Application of Columbus Southern
Power Company to Amend its Emergency Curtailment Servzce Riders, Case No. 10-343-EL-ATA; Xn the Matter of
the Application of Ohio Power Company to Amend its Emergency Curtatlment Service Riders, Case No. 10-344-
EL-ATA; In the Matter of the Commission Review of the Capacity Charges of Ohio Power Company and Columbus
Southern Power Company, Case No. 10-2929-EL-UNC; In the Matter of the Application of Columbus Southern
Power Company for APpro•vval of a 1Vlechanism to Recover Deferred Fuel Costs Pursuant to Section 492$.144,
Revised Code, Case No. 11-4920-ET..-RT}R; In the Matter of the Application of Ohio Power Company for Approval
of a Mechanism to IZecatrer Deferred Fuel Costs Pursuant to Section 4928.144, Rcvised Code, Case No. 11-4921-
EL-RDR.
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capacity pricing m.echarusm. Subsequently, on February 23, 2012, the Corrr.rn7ssion issued
an entry on rehearing in the consolidated cases, granting rehearing in part. Finding that the
signatory parties to the ESP 2 Stipulation had not met their burden of demonstrating that
the stipulation, as a package, benefits ratepayers and the public interest, as required by the
Commission's three-part test for the consideration of stipulations, the Conunission rejected
the ESP 2 Stipulation. The Conunission directed AEP-Ohio to file, no later than February
28, 2012, new proposed tariffs to continue the provisions, terms, and conditions of its
previous ESP, including an appropriate application of capacity charges under the approved
state compensation mechanism established in the present case.

By entry issued on March 7, 2012, in the above-captioned case, the Cornmission
implemented an interim capacity pricing mechanism proposed by AEP-Ohio in a motion for
relief filed on February 27, 2012. Specifically, the Commission approved a two-tier capacity
pricing mechanism modeled after the one recomznended in the ESP 2 Stipulation Approval
of the interim capacity pricing mechanzsrn was subject to the clarifications contained in the
Commission's January 23, 2012, entry in the consolidated cases, including the clarification to
include mercantile customers as governrne:ntal aggregation customers eligible to receive
capacity pricing based on PJM's RPM. Under the two-tier capacity pricing mechanism, the
first 21 percent of each customer class was entitled to tier-one, RPM-based capacity pricing.
All customers of governznental aggregations approved on or before November 8,2011, were
also entitled to receive tier-one, RPM-based capacity pricing. For all other customers, the
second-tier charge for capacity was $255/megawatt-day (MW-day), In accordance with the
March 7, 2012, entry, the interim `rate was to remain in effect until May 31, 2012, at which
point the charge for capacity under the state compensation mechanism would revert to the
current RPM price in effect pursuant to the PJM base residual auction for the 2012/2013
delivery year.

By entry issued on March 14, 2012, the attorney examiner established a procedural
schedule, which included a deadline for AEP-Ohio to revise or update its August 31, 2011,
testimony. A prehearing conference occurred on April 11, 2012. The evidentiary hearing
commenced on April 17, 2012, and concluded on May 15, 2012. During the evidentiary
hearing, AEP-Ohio offered the direct testimony of five witnesses and the rebuttal testimony
of three witnesses. Additionally,17 witnesses testified on behalf of various intervenors and
three witnesses testified on behalf of Staff.

On April 30, 2012, AEP^©h7o filed a motion for extension of the interim relief granted
by the Conunission in the March 7, 2012, entry. By entry issued on May 30, 2012, the
Conunission approved extension of the interim capacity pricing mechanism through July 2,
2012.

7nitial briefs were filed by the parties on May 23, 2012, and reply briefs were filed on
May 30, 2ax 2.
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II, APPLICA.BLE LAW

_7-

AEP-phio is an electric light campaany as defined by Section 4905.03(A)(3), Revised
Code, and a public utility pursuant to Section 4905.02, Revised Code. AEPC)hio is,
therefore, subject to the jurisdiction of the Commission pursuant to Sections 4905.04,
4905.05, and 4905.06, Revised Code.

In accordance with Section 4905,22, Revised Code, all charges for service sha,Il be just
and reasonable and not more than allowed by law or by order of the Commission.
Additionally, Section D.8 of Schedule 8.1 of the RAA, which is a portion of PJN4's tariff
approved by FERC, is informative in this case. It states:

In a state regulatory jurisdiction that has implemented retail
choice, the FRR Entity must include in its FRR Capacity Plan aIl
load, including expected load growth, in the FRR Service Area,
notwithstanding the loss of any such load to or among
alternative retail LSEs. in the case of load reflected in tlze FRR
Capacity Plan that switches to an alternative retail LSE, where
the state regulatory jurisdiction requires switching customers or
the LSE to compensate the FRR Entity for its FRR capacity
obligations, such state compensation mechan.i.sm will prevail. In
the absence of a state compensation mechanism, the applicable
alternative retail LSE shall compensate the FRR Entity at the
capacity price in the unconstrained portions of the PJM Region,
as determined in accordance with. Attachment DD to the PJM
Tariff, provided that the FRR Entity may, at any time, make a
filing with FERC under Sections 205 of the Federal Power Act
proposing to change the basis for compensation to a method
based on the FRR Entity's cost or such other basis shown to be
just and reasonable, and a retail LSE may at any time exercise its
rights under Section 206 of the FPA.
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III. DISCUSSIOI`1 AND CONCLUSIONS

A. Procedural Issues

1. Motion to Dismiss

-8-

On April 10, 2012, as corrected on April 11, 2012, IEU-Ohio filed a motion to dismiss
this case, In its motion, IETJ-Ohio asserts that the Com:rn.ission lacks statutory authority to
authorize cost-based or formula-based compensation for AEP-Ohio's FRR capacity
obligations from CRES providers serving retail customers in the Company's service
territory. On. April 13, 2012, AEP-Ohio filed a memorandum in partial opposition to IEU-
Ohio's motion to disrniss, AEP-Ohio argues that the establishrnent of wholesale rates to be
charged to CRES providers for the provision of capacity for resale to retail customers is a
matter governed by federal law. AEP-Ohio notes, however, that IEU-Ohio's untimely
position in its motion to dismiss is severely undercut by its previous arguments regarding
Ohio law. AEP-Ohio further notes that IEU-Ohio requests that the Commission order a
return to RPIvI-based capacity pricing upon concluding that it has no jurisdiction. AEP-
Ohio argues that, if the Commission concludes that it lacks jurisdiction, it mtist revoke the
state compensation mechanism established in its December 8, 2010, entry, revoke its orders
i.ssued in this case, and leave the matter to FERC. IEU-Ohio filed a reply to AEP-Ohio's
memorandum on April 16, 2012, reiterating its request for dismissal of the case and
implementation of RPM-based capacity pricing. On April 17, 2012, RESA filed a
memorandum contra IEU-Ohio's motion to dismiss. RESA contends that the Commission
has jurisdiction pursuant to its general supervisory powers under Sections 4905.04, 4905.05,
and 4905.06, Revised Code, as well as pursuant to Section 4928:143, Revised Code, to
establish a state compensation mechanism and that IEU-Ohio's motion is procedurally
improper and should be denied.

At the outset of the hearing on April 17, 2012, the attorney examiner deferred ruling
on IEU-Ohio's motion to dismiss (Tr. I at 21-22). Upon conclusion of AEP-Ohio's direct
case, IEU-Ohio made an oral motion to dismiss the proceeding, asserting that the Company
had failed to meet its burden of proof such that the Commission could approve the
proposed capacity charge based on either its authority to set rates for competitive or
noncompetitive retail electric service, or its authority to set rates pursuant to Section
4909.16, Revised Code (Tr. V at 1056-1059). Again, the attorney examiner deferred rulingon
the motion (Tr. V at 1061).

In its brief, IEU-Ohio argues that the Com.mission should dismiss th.is case and
require AEP-Ohio to reimburse all consumer representative stakeholders for the cost of
participation in this proceeding and 11-346, as such costs were incurred by all consumer
representative stakeholders who opposed the ESP 2 Stipulation, with reimbursement
occurring through a cash payment. lEU-Ohio contends that AEP-Ohio's proposed capacity
charge is unlawful and contrary to the public interest based on the common law principles
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cod.ified in Chapter 1331, Revised Code, which is known as the Va?entin.e Act and goverris
monopolies and anticompetitive conduct. IEU-Ohio asserts that the Valentine Act compels
the Cornrnission to re^ect A.EP-Ohio's anticompetitive scheme to preclude free and
unrestricted competition among purchasers or consumers in the sale of competitive
gerteration service. According to IEU-Ohio, if the AEP East Interconnection Agreement
(pool agreement) and the RAA are agreements ilaving the effect of precluding free and
unrestricted competition between the parties to such agreements, purchasers, or consumers,
the agreements are void by operation of Ohio law. AEP-Ohio responds that IEU-Ohio urges
the Comrnisszon to rely on a statute that it has no jurisdiction to enforce, noting that
authority to enforce the Valentine Act is vested in the courts of common pleas, pursuant to
Secti.on 1331.11, Revised Code, AEP-Ohio adds that IEU-OIuo's request for rei.znbursement
of litigation costs is unjustified under the circumstances of this case, unsupported by any
statute or rule, and should be denied.

The Commission agrees -with AEP-Ohio that it has no authority with respect to
Chapter 1331, Revised Code. However, the Commission finds that it has jurisdiction to
establish a state compensation m.echanx.sm, as addressed further below. IEU-Ohio's xnotion
to dismiss this proceeding is, therefore, without merit and should be denied. In addition,
IEI T-Ol-iio's request for reimbursement of its litigation expenses is unfounded and should
likewise be denied.

2. Motion for Permission to Ap ear Pro 7lac Vice Instanter

On May 9, 2012, as supplemented on May 14, 2012, a motion for permission to
appear pro hac vice instanter on behalf of AEP-Ohio was filed by Derek Shaffer. No
memoranda contra were filed. The Commission finds that the motion for permission to
appear pro hac vice instanter is reasonable and should be granted.

B. Substantive Issues

The key substantive issues before the Commission rnay be posed as the following
questions: (1) does the Co.mmiss2on have jurisdiction to estahlish a state cornpe,rzsatio'yz
xnechanis.m; (2) should the state compensation mechanism for AEP-Ohio be based on the
Company's capacity costs or on another pricing mechanism such as RPM-based auction
prices; and (3) what should the resulting compensation be for AEP-Ohio's FRR capacity
obligations. In addressing this final question, there are a number of related issues to be
corisidered, including whether there should be an offsetting energy credit, whether AEPw.
Oh.io s proposed cost-based capacity pricing mechanism constitutes a request for recovery
of stranded generation investment, and whether OEG's alternate proposal should be
adopted by the Commission.

1. Does the Commission have juxi$dict.ion to establish a state
compensation mechanism?
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a. AEP-C}hio

-1(}-

Ardcle 2 of the RAA provides that the RAA's purpose is "to ensure th.at adequate
Capacity Resources, including planned and Existing Generation Capacity Resources,
planned and existing I7eznand Resources, Energy Efficiency Resources, and [Interruptible
Load for Reliability] will be planned and made available to provide reliable service to loads
within the PJM Region, to assist other Parties during Emergencies and to coordinate
planning of such resources consistent with the Reliability Principles and Standards:" It
further provides that the RAA should be implemented "i:n a m:a,nner consistent with the
development of a robust competitive marketplace." Under Section 7.4 of the RAA, „faj
Party that is eligible for the [FRR] Aiternative may satisfy its obligations hereunder to
provide Unforced Capacity by submitting and adhering to an FRR Capacity Pla.n."

In accordance with the RAA, AEP-0hio elected to opt out of participation in PJM's
RPM capacity market and instead chose to become an FRR Entity that is obligated to
provide sufficient capacity for all connected load, including shopping load, in its service
territory. AEP-Ohio will rem.ain an. FRR Entity through May 31, 2(315 (AEI'-Ohi.o Ex. 101 at
7-8), and, accordingly, the Company has committed to ensuring that adequate capacity
resources exist wit.hin: its footprint during this timeframe. Under the RAA, the default
charge for providing this service is based On PJM's RPM capacity auction prices. According
to AEP-Ohio, due to the decrease in RPM auction prices as reflected below and the onset of
retail shopping in the Company's service territory in 2010, the adverse financial impact on
the Company from supplying CRES providers with capacity at prices below cost has
become sYgnificant.
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As a result, AEP-Ohio made the decision to seek approval, pursuant to the RAA, to collect a
cost-based capacity rate from CRES providers. In its PERC filing, AEP-Cahio proposed cost-
based formula tariffs that were based on its FERC Form 1 for 2009. In response to the FERC
filing, the Cornn-i.ission opened this docket and, in the December 8, 2010, entry, adopted
capacity pricing based on the RPM auction price as the state compensation mechanism for
AEP-Ohio's FIi.R capacity obligations. Subsequently, FERC rejected AEP-Ohio's proposed
formula rate in light of the state compensation mechanism.

AEP-Ohio asserts that, because FERC. has jurisdiction over wholesale electric rates
and state comrni:ssions have jurisdiction over retail rate matters, it is evident that the
reference to a state compensation mechanism in Section D.8 of Schedule 8.1 of the RAA
contemplates a retail, not a wholesale, capacity pricing mechanism. AEP-Ohio believes that
the provision of generation capacity to CRES providers is a wholesale transaction that falls
within the exclusive ratemaking jurisdiction of FERC. In its brief, AEP-Ohio states that the
purpose of this proceeding is to establish a wholesale capacity pricing mechanism and that
retail rates cann,ot change as a result of this case. AEP-Ohio notes that intervenors
universally agreed that the compensation paid by CRES providers to the Cornpany for its
FRR capacity obligations is wholesale in nature (Tr. IV at 795; Tx. V at 1097, 1125; Tr. VI at
124b,1309).

b. Intervenors

As discussed above with respect to its motion to dismiss, IEU-Ohio contends that the
Conunission lacks statutory authority to approve a cost-based rate for capacity available to
CRES providers serving retail customers in AEP-Ohio's service territory. IEUOhio argues
that, if the Cornmission concludes that the provision of capacity to CRES providers is
subject to the Comnzissiori s econonuc regulation jurisdiction, it must determine whether
the service is competitive or noncompetitive. IEU-Ohio notes that generation service is
classified as a competitive service under Section 4928.03, Revised Code. IEU-C}hio
emphasizes that no party has claimed that capacity is not part of generation service. IEU-
Ohio asserts that, if the provision of capacity is in fact considered a competitive generation
service, the Cornmission`s economic regulation jurisdiction is limited to Sections 4928.141,
492$.142, and 4928.143, Revised Code, vrhich pertain to the establishment of an SSa. IEU-
Ohio notes that these sections contain various substantive and procedural requirements that
must be satisfied prior to the lawful establishment of an SSO, none of which has been
satisfied in the present case, which precludes the Commission from considering or
approving A:EP-Ohio's proposed cost-based capacity pricing mechanism. IEU-Ohio adds
that Section 4928.05, Revised Code, prohibits the Commissiom from regulating competitive
retail electric service under its traditional cost-based ratemaking authority contained in
Chapter 4909, Revised Code. IEU-Ohio continues that, if the provision of capacity is
nevertheless deemed a noncompetitive service, the Comrn.ission, cannot approve AEI'-
(Qhio's proposed capacity pricing mechanism because the Company has failed to satisfy any
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of the statu.tory requirements found in Chapter 4909, Revised Code. IEU-Ohio also argues
that AEP-Ohio has failed to satisfy the requirements of Section 4909.16, Revised Code,
which must be met before the Commisszon can authorize a rate increase to avoid financial
harm. Fitzally, IEU-Ohio maintains that the Comrnission's general supervisory authority is
not a basis for approving rates. Even aside from the question of the Commissiori s
jurisdiction, iEU-Ohio contends that AEP-Ohio has not met the burden of proof that would
apply pursuant to Section 4909.16, 4909.18, or 4928.143, Revised Code.

RESA and Direct Energy (jointly, Suppliers) argue that the Cornrnission has authority
under state law to establish the state compensation mechanisrz^^.. The Suppliers contend that
the Cornmiission, pursuant to its general supervisory authority contained within Sections
4905.04, 4905.05, and 4905.06, Revised Code, may initiate investigations to review rates and
charges, as it has done in this case to consider AEP-Ohio`s capacity pricing mechanism for
its FRR obligatiorLS.. The Suppliers point out that, in the December 8, 2010, entry, the
Commission even referenced those sections and noted that it has the authority to supervise
and regulate all public -trtilitles within its jurisdiction. Additionally, the Suppliers believe
..that the Commission rnay establish the state compensation mechardsm pursuarzt to Sections
4928.141(A) and 4928.143(8)(2)(d), Revised Code, which enable the Commission to set rates
for certain competitive services as part of an ESP. The Suppliers also assert that the
provision of capacity is a retail electric service, as defined by Section 4928.01(A)(27),1Ze°vs,sed
Code, given that it is a service arranged for ultimate consumers in this state.

In response to the Suppliers, IEU-Ohio aYgues that the Commission's general
supervisory authority does not provide it with unlimited powers to approve rates. IEU-
Ohio further disputes the Suppliers' claim that Section 4928.143(B)(2)(d), Revised Code,
offers another statutory basis upon which to approve capacity pricing for CRES providers,
noting, among other reasons, that this is not an SSO proceeding.

c. Conclusion.

As a creature of statute, the Commission has and may exercise ordy the authority
conferreci upon it by the General Assembly. Tongren v. Pub. Util. Comrtz., 85 Ohio St.3d 87,
88 (1999). Thus, as an initial matter, the Commission must determine whether there is a
statutory basis under Ohio law upon which it may xely to establish a state compensation
mechanism. As we noted in the December 8, 2010, entry, Sections 4905.04, 4905.05, and
4905.06, Revised Code, grant the Coxrunission authority to supervise and regulate all public
utilities within its Iurisdiction. We further noted that AEP-Ohio is an electric light company
as defined in Section 4905.03(.A)(3), Revised Code, and a public utility as defined in Section
4905.02, Revised Code, and, as such, is subject to the jurisdiction of the Coznmission. We
affirm our prior finding that Sections 4305,04, 490 5.05, and 4905.06, Revised Code, grant the
Commission the necessary statutory authority to establish a state compensation mechanism,
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IELT-Ohio contends that the Comznission must determ.ine whether capacity service is
a competitive or noncompetitive retail electric service pursuant to Chapter 4928, Revised
Code. Section 4928.05(A)(1), Revised Code, provides that competitive retail electric service
is, to a large extent, exempt from supervision and regulation by the Cornmission., including
pursuant to the Comrnission's general supervisory authority contained in Sections 4905.04,
4903.05, and 4905.06, Revised Code. Section 4928.05(A)(2), Revised Code, provides that
noncompetitive retail electric service, on the other hand, generally rem.ains subject to
supervision and regulation by the Comnnission. i'rior to determining whether a retaiI
electric service is competitive or noncompetitive, however, we must first confirm that it is
indeed a retai.l electric service. Section 4928.01(A)(27), Revised Code, defines a retail electric
service as "any service involved in supplying or arranging for the supply of electricity to
ultimate consuzners in this state, from the point of generation to the point of consumption."
In this case, the electric service in question (i.e., capacAtv service) is provided by AEP-Clhio
for CRES providers, with CRES providers compensating the Company in return for its FRR
capacity oblzgations. Such capacity service is not provided directly by AEP-Ohio to retail
customers. (AEP-Ohio Ex. 101 at 11; Tr. I at 63.) Although the capacity service benefits
shopping customers in due course, they are initially one step removed frarn the transaction,
whtch is more appropriately characterized as an intrastate wholesale rn.atter between AEP-
Ohio and each CRES provider operating in the Company's service territo.ty. As AEP-Ohio
notes, many of the parties, including the Company, regard the capacity compensation
assessed by the Company to CRES providers as a wholesale matter (Tr. IV at 795; Tr. V at
1097,1125; Tr. VI at 1246, 13(}9). We agree that the pxovision of capacity for CRES providers
by AEP-Ohio, pursuant to the Company's FRR capacity obligations, is not a retail electric
service as defined by Ohio law. Accordingly, we find it unnecessary to determine whether
capacity service is considered a competitive or noncompetitive service under Chapter 4928,
Revised Cod.e.

The Comzxdssion recognizes that, pursuant to the FPA, electric sales for resale and
other wholesale transactions are generally subject to the exclusive jurisdiction of FERC. In
this case, however, our exercise of jurisdiction, for the sole purpose of establishing an
appropriate state compensation mechanism, is consistent with the governing section of the
RAA, which, as a part of PJM's tariffs, has been approved by FERC and was accepted by
AEp-.Ohio when the RAA was signed on its behalf by AEPSC.6 Section D.8 of Schedule 8.1
of the RAA acknowledges the auth.ority of a state regulatory jurisdiction, such as the
Commission, to establish a state compensation, mechanism. It further provides that a state
coxnpensation mechanism, once established, prevails over the other compensation methods
that are addressed in that section. Additionally, FERC has found that the RAA does not

6 In its order rejecting the FERC fWng, FERC noted its approval of the RAA pursuant to a settlement
agreement. American Electric Power Service Corporatrem, 134 FERC ¶ 61,039 (2011), cifing PjM
Interconnection, L.L.C., 117 FERCT 61,331(2006), order on a^eIa'g,119 FERC ^ 61,318, reh'g cleniecl,121 FERC jj
61,173 (2007), affd sub rzorn. Pub, Serv. Etec. & Gas Co. v. FE<TZC, D.C. Circuit Case No. 07-1336 (March 17,
2009) (unpu.blisheci); FERC also noted that the RAA was voluntarily signed on behalf of AEP-Ohio.
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permit AEPSC to change the state compensation znechanism. In fact, FERC rejected
AEPSC's proposed formula rate, given the existence of the state compensation mechanism
established by the Commission in its December 8, 2010, entry.7

2. Should the state cornvensation mechanism for AEP {3hio be based on
the Comuanv's capacit-y costs or on anothex ricing mechanism such as
RPM-based au.ction -prices?

a. AEP-Ohio

As an initial matter, AEP-Ohio notes that it recently declared that it will not continue
its status as an. FRR Entity and instead will fully participate in the RPM capacity market
auctions, beginning on. June 1, 2015, which is the earliest possible date on which to
transition from an FRR Entity to a full participant in the RPM capacity market. AEP-Ohio
points out that this development narrows the scope of this proceeding to establishing a
three-year transitional, rather than pernianent, form of compensation for its FRR capacity
obligations.

AEP-Ohio argues that it is entitled to full compensation for the capacity that it
supplies to CRES providers pursuan.t to its FRR obligations. Specifically, AEP-Ohio
contends that Section D.8 of Schedule 8.1 of the RAA grants the Company the right to
establish a rate for capacity that is based on cost. AEP-C7hio notes that, by its plain
language, the RAA allows an FRR Er ►tit5r like AEP-Uhi.o to change the basis for capacity
pricing to a cost-based method at a_Tty time. AEP-Ohio also notes that no party to this
proceeding challenges the Com.zni:ssion's discretion under the RAA to establish cost-based
capacity pricing as the state corapensation mechanism. According to AEP-Ohio, the terzn
"cost" as used in Section D.8 of Schedule 8.1 of the RAA refers to embedded cost. AEP-
Ohio adds that its proposed cost-based capacity rate of $355.72/MW-day advances state
policy- objectives enumerated in Section 4928.02, Revised Code, as well as the Commission.'s
objectives in this proceeding of promoting alternative competitive supply and retail
competition, while also ensuring the Company's ability to attract capital investment to meet
its FRR capacity obligations, which were set forth by the Comn2ission in response to the
FERC filing (OEG Ex. 101 at 4). With respect to promoting alternative competitive supply
and retail competition, AEP-Ohio asserts that the Comnlissiori s focus should be on fairness
and genuine competition, rather than on the manufacture of artificial competition through
subsidization, AEP-Ohio believes that, because shopping will still occur and CRES
providers will still realize a significant margin at the Company`s proposed rate (Tr. XI at
2830-2833), the rate is consistent with the Commissiozi s first objective. AEP-Ohio also
believes that its proposed rate satisfies the Com.mission's second objective of ensuring the
Company's abilaty to attract capital investment to meet its FRR capacity obligatiorns. AE1'-
Ohio contends that its proposed rate would enable the Company to continue to attract

7 Atnera:can Etectric Patmr Service C'orpot'attion, 134 FERC 161,039 (2011).
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capital and satisfy its FRR capacity obligatic,ns without harm to the Company, while
providing custorners wi<h reliable and reasonably priced retail electric sertrzce as required
by Section 4928.02, Revised Code. AEP-C7hio argues that cost-based capacity pricing would
encourage investrn.ent in generation in Ohio and thereby increase retail reliability and
affordability, as well as adequately ccsmpernsate the Company for its capacity obligations as
an FRR Entity.

AEP-C"}hio contends that, during the period in which it remains an FRR Entity, RPM-
based capacity pricing is not appropriate. As an FRR Entity, AEP-Ohio notes that it does
not procure capacity for its load obligations in PJM's RPM auctions or even participate in
such auctions, except to the extent that the Company has capacity that it does not need for
its native load_ AEP-Ohzo points out that, under such circumstances, fts auction
participation is lim:ited to 1,300 MW. (AEP-Ohio Ex.105 at 8; Tr. III at 661-662.) AEP Ohio
argues that, as an FRR Entity, it would not recover its capacity costs, if capacity pricing is
based on RPM prices, and the difference is not made up by its SSO customers (Tr. I at 64).
AEP-Ohio maintains that, because its obligations as an FRR Entity are longer and more
binding rel`zability obligations than a CRES provider's obligations as an alternative LSE, an
RPM-based price for capacity would not be compensatory or allow the Company to recover
an amount even remotely approaching its embedded costs for the 2011-2012 and 2012-2013
PJM planning years, and should thus be rejected (Tr. II at 243). According to AEP-OhioE
RPM-based capacity pricing would also give CRES providers an unfair advaxitage over the
members of the pool agreement, which purchase capacity based on embedded costs (Tr. I at
59-60), and discrimznate against non-shopping customers.

Additionally, AEP-Ohio claims that RPM-based capacity pricing would cause
substantial, confiscatory financial harm to the Company. According to AEP-Ohio witness
Allen, the Company would earn a return on equity of 7.6 percent in 2012 and a return on
equity of 2.4 percent in 2013, with a $240 rnilliorti decrease in earrdn,gs between 2012 and
2013, if RPIM-based capacity pricing is adopted (A.EP-Ohio Ex.104 at 3-5, Ex. WAA-1; Tr. III
at 701).

Finally, AEPdOhio notes that RPM-based capacity pricing is inappropriate because it
would constitute an illegal subsidy to CRES providers in violation of Section 4928.02(1-1)`
Revised Code.

b. Staff

In its brief, Staff contends that AEP-Ohio should receive compensation from CRES
providers for the Company's FRR obligations in the form of the prevailing RPM rate in the
unconstrained region of PJM. Staff opposes the Compan.y's request to establish a capacity
rate that is significantly above the market rate. Sta.ff notes that other investor-owned
utilities in Ohio charge CRES providers RPM-based capacity pricing and that such pricing
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should, therefore, also be appropriate for AEP-Ohio. Staff further notes that the evidentiary
record does not support AEP-Ohio's proposed capacity pricing of $355.72/MW-day.

c. Intervenors

All of the intervenors in this case agree that the Comrnission should adopt RPM-
based capacity pricing as the state compensation mechaxuszn. Many of the i.ntervenors note
that AEP-Ohio has used RPM-based capacity pricing since 2007, without incurring financial
hardship or cQrnproznzsing service reliability for its customers. They further note that AEP
Ohio will continue to use RPM-based capacity pricrn,g, at the Compa-ny's own election,
beginnz,ng on June 1, 2015. They believe, therefore, that the Coznmission should adopt
RPM-based capacity pricing as the state compensation mechanism for the intervening three-
year period fox numerous reasons, including for the sake of coYnpeti#ion and continuity.

FES argues that RPM-based capacity pricing is tiie proper state compensation
mechanism for AEP-Ohio. FES contends that a market-based state cornpensation
mechanism, specificaIly one that adopts the RPM price as the best indicator of the market
price £or capacity, is required because Ohio law and policy have established and promoted
a competitive market for electric generation service; RPM-based pricing is supported by
sound economic principles and avoids distorted incentives for CRES providers; and AEP-
Ohies return on equity is more than sufficient under RPM-based pricing, given that the
Company's analysis is based on unrealistic shopping assumptions. FES adds that, even if
cost-based pricing were appropriate; AEP-Ohio has dramatically overstated its costs. FES
argues that AEP-Ohio's proposed capacity pricing mechanism is not based on the costs
associated with the capacity provided by AEP-Ohio to Ohio customers; includes all costs,
rather than just those avoidable costs that are relevant in economic decision making;
includes stranded costs that may not be recovered under Ohio law; and fail:s to include an
appropriate offset for energy sales. FES notes that, if the C;ommission were to allow AEP-
Ohio to charge CRES providers any rate other than the RPM-based rate, the Company
would be the only capacity supplier in PJM that could charge shopping customers its full
embedded costs for generation, which, according to FES, is a concept that is not found
within the RAA, whereas there are n.uznerous provisions referring to "avoidabie costs.,•

FES believes that AEP-Ohio's proposed capacity pricing would preclude customers
from receiving the benefits of competition. Specir'ica7ly, FES argues that competition is state
law and policy, and benefits customers; A.EP-Ohio's price of $355.72/MW-day would harm
competition and customers; and its proposed price would provide improper, anti-
competitive benefits to the Company.

IEU-Ohio contends that AEP-tQhio has failed to dernonstrate that its proposed
capacity pricing mechanism is just and reasonable, as required by Section 4905,22, Revised
Code. IEU-O.tuo asserts that RPM-based capacity pricing is the appropriate market pricing
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for capacity, IEU-Ohio believes that TZl'Mm based capacity pricing is consistent with state
po.Iicy, whereas A,.EP-Ohios proposed capacity pricing mechanism uT-au.td unlawfully
subsidize the Company's position with regard to the competitive generation business,
contrary to state policy. IEU-Ohio notes that neither AEI'-Oi-uo's status as an FRR Entity
nor the pool agreement is a basis for the Company's cost-based capacity pricing mechanism.
IEU-01u.o points out that AEP-Ohio used RPM-based capacity pricing from. 2007 through
2011, duri.ng which time the Company was an FRR. Entity and the pool agreement was in
effect. 1EU-0hio further argues that AEP-Ohio's proposed cost-based capacity pricing
mechanism would produce results that are not comparable to the capacity price paid by
SSO customers, contrazy to state law. IEU-Ohio further notes that AEP-Ohio has not
identified the capacity component of its SSO rates and that it is thus impossible to
determine whether the proposed capacity pricing for CRES providers would be comparable
to the capacity component of its SSO rates. (IEU-Ohio Ex. 102A at 29-32, Ex. KMM-10.)
Regardless of the method by which the capacity pricing mechanism is established, IEU-
Ohi-o requ.ests that AEP-Ohio be directed to provide details to customers and CRES
providers that show how the peak load contribution (PLC) that the Company assigns to a
customer corresponds with the customer's PLC recognized by PJM. IEU-Ohio contends
that this izg..forn-tatzon is necessary to ensure that capacity compensation is being properly
applied to shopping and non-shopping customers. (IEU-Ohio Ex. 102A at 33-34.)

The Suppliers argue that a capacity rate based on AEI'-OhFo's embedded costs is not
appropriate under the plain language of the RAA. Citing Section D.8 of Schedule 8.1 of the
RAA, the Suppliers contend that AEP-Ohio may seek a cost-based rate by making a filing at
FERC under Section 205 of the FPA, but only if there is no state compensation mechanism in
place. ?'h.e Suppliers add that the purpose of this proceeding is to establish the appropriate
state compensation mechanism and that a state compensation mechanism based on AEP-
Ohio's embedded costs would be contrary to the intent of the R,fAA, which refers only to the
avoided cost rate. The Suppliers also note that allowing AEP-Ohio to recover its embedded
costs would grant the Company a higher return on equity (12.2 percent in 2013) than has
been allowed for any of its affiliates in other states and that is considerably higher than
what the Comsnission granted in the Company's last rate case (RESA Ex. 103). Finally, the
Suppliers maintain that AEP-Ohio's proposed cost-based capacity pricing mechanism
would preclude CRES providers from making attractive offers, could result in shopping
customers subsidizing non-shopping customers, and would destroy Ohio's growing
competitive retail electricity market.

The Suppliers also believe that the two-tier capacity pricing mechanism that has been
in effect is inequitable and inefficient and that a single RPM-based rate should be in place
for all shopping customers. The Suppliers argue that the RPM price is the most transparent,
market-based price for capacity, and is necessary as part of AEP-Ohio's three-year transition
to market.
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OEG arpes that the Commission should establish either the annual or the average
RPM price for the- next thxee I'JM planning years as the price that AEP-L7hio can charge
CRES providers under the state compensation mechanism for its FRR capacity obligations.
OEG notes that use of the three-year average RPM price of $69.20/MW-day would mitigate
some of the financial impact on AEP-Ohio from fluctuating fi.itu:re RPM prices and ease the
Company's transition out of FRR status. OEG adds that the two-tier capacity pricing
mechanism shauld not be continued ai'd that a single price should be charged for all CRES
providers. OEG notes that its position in this case has beez-i guided by the eommission's
twin goals, as expressed to FERC, of promoting competition, while also ensuring that AEP-
Ohio has the necessary capital to maintain reliability. OEG believes that AEP-Ohio's
proposed capacity pricing mechanism represents a drastic departure from past precedent
that would deter shopping and undermine the benefits of retail competition, which is
contrary to the Commissior^s goal of promoting competition. With respect to OEG's
position that a three-year RPM price average could be used, AIEP-Ohio notes that the
concept was raised for the first time in OEG's initial brief, is without evidentiary support,
and should be rejected.

OMA and OHA assert that, because the Comtni5sion has already established RPM-
based capacity pricing as the state compensation mechanism, AEP-Ohio has the burden, as
the entity challenging the state compensation mecharu.srn, of proving that it is unjust and
u.nreasonable. OMA and OHA further assert that AEP-Ohio has failed, to sustain its burden.
OMA and OHA believe that Rl'IVI-based capacity pricing is a just, reasonable, and lawful
basis for the state compensation mechanism. According to OMA and OHA, AEP-Ohio has
not demonstrated that RPM-based capacity pricing would cause substantial financial harm
to the Company. OMA an.d OHA note that AEP-Ohio's projections are based on unrealistic
and unsubstantiated shopping assumptions, with 65 percent of residential customers, 80
percent of commercial custoxners, and 90 percent of industrial customers switching by the
end of 2012 (AEP-Ohio Ex. 104 at 4-5). OMA and OHA believe that RPM-based capacity
pricing would not impact AEP-Ohio's ability to attract and invest capital, noting that the
Company continues to invest capital regardless of its capacity costs for shopping customers
and has no need a,r plan to attract or invest capital in additional capacity (IEU-Ohio Ex.1p4;
Tr. I at 36,128-131; Tr. V at 868). On the other hand, OMA and OHA argue that AE:P-Ohio's
proposed capacity pricing mechanism rnrould substantially harm customers and CRES
providers and violate state policy, as it would significantly restrict the ability of customers
to shop and enjoy savings; would unfairly deny customers access to market rates for
capacity when market rates are low, and subject customers to market rates when they are
high; and -would harm economic development and recovery efforts. OMA and OHA urge
the Conunission to ensure that all customrs in Ohio are able to take advantage of
historically low capacity prices and have access to the lowest possible competitive electricity
rates, as a means to stim.ulate and sustain economic growth.
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OCC contends that AEP-Ohio's proposed capacity pricing mechanism should be
rejected because it is contrary to the plain language of the RAA, which provides that, if a
sta.te compensation mechaniszn exists, its pricing prevails. According to OCC, the
Commission established RPM-based capacity pricing as the state compensation rnecharusm
in its December 8, 2010, entry. OCC notes that FERC has already rejected AEPSC's attempt
to establish a formula rate for capacity in Ohio in light of the Commission's adoption of
Rr'M-based capacity pricing as the state compensation mechanism. OCC furt.,her notes that
AP-P-Ohi(Ys proposed capacity pricing mech:anism is incon.sistent with econoznic efficiency
and contrary to state policy. OCC's position is that the Commission should find that RPM-
based capacity pricing is appropri,.a.te,. given the precedent already established by the
C<7mmission and FERC, and in light of the fact that AEP-Ohio has historically used RPM-
based pricing for capacity sales to CRES providers.

NFIB urges the Commission to base AEP-Ohio's capacity compensation on RPM
prices. NFIB adds that AEP-Ohio's proposed capacity pricing mechanism does not promote
competition and would prevent small business owners from taking advantage of
historically low market prices over the next several years. NFIB believes that AEP-Ohio
would earn a healthy return on equity under RPM-based capacity pricing and that the
Cbmpany has failed to establish how it would be better equipped to transition to the RPM
market, if its cost-based pricing rnecha.nisrn is approved.

DomirtiUn Retail recommends that the Commission continue to employ RPM-based
capacity pricing as the state compensation mechanism, as market-based pricing is
fundamental to the development of a robust competitive market izt AEP-Ohio's service
territory. According to Dorninion Retail, RPM-based capacity pricxn:g would not require
A)EP-Ohio, shareholders, or SSO customers to subsidize CRES proviclers, as the Company
contends. Dominion Retail notes that AEP-Ohio proposed cost-based capacity pricing only
when it became apparent that zn.arket-based energy and capacity charges would permit
QES providers to compete effectively for customers in the Company's service territory for
the first time. DomYxdon Retail adds that AEP-Ohio's underlying motivation is to constrain
shopping and that allowing the Company to charge a cost-based capacity rate would be
contrary to the state policy of promoting campetition. Dominiorz Retail argues that Ohio
law does not require that capacity pricing be based on embedded costs. Dominion Retail
poirats out that AEP--Ohio's status as an FRR Entity does not mean that the state
compensation mechanism must be based on embedded costs. Dominion Retail notes that
Duke Energy Ohio, Inc. ivzil also be an FRR. Entity until m.id-2015, and that it nevertheless
uses RPM-based capacity pricing. Dominion Retail further notes that Amended Substitute
Senate Bili No, 3 (SB 3) eliminated cost-of-service-based ratemaking for generation service.
Dominion Retail asserts that AEP-Ohio is unrealistic in assuming that CRES providers
would be able to compete successfully if AEP-Oh°ro's proposed capacity pricing is adopted.
Dominion Retafl points out that even AEP-Ohio witness Allen agrees that tt;e Company's
proposed capacity pricing would stifle competition in the residentia..I market (Tr. IIi at 669-
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670). Fi.nalIy, Dominion 12etaxl points out that AEP-Ohio's proposed cost-based capacity
pricing mechanism is nowhere near the Company's capacity proposal pending in 11-346,
which would provide for a capacity rate of $146 f MW--day for some shopping customers
and $255/MW-day for the rest. Dominion Retail contends that this fact demo;nstrates AEP-
C)fuiQ s willingness to provide capacity at a rate less than what it has proposed in this case
and also undercuts the Company's coxfi..scation argument.

The Schools also request that the Commission reta.zn. RPM-based capacity pricing.
The Schools argue that, if AEP-Ohio's proposed capacity pricing mechanism is adopted, the
rate would likely be passed through to the Ohio schools that are served by CRES providers,
and that these schools would suffer rate shock in violation of Section 4928.02(A), Revised
Code (Schools Ex. 101 at 9). Additionally, the Schools believe that Ohio schools that do not
currently receive generation service from a CRES provider would be deprived of the
oppoxturuty to shop, in violation of Section 4928.02(C), Revised Code (Schools Ex. 101 at 10-
11). Finally, the 5chools contend that approval of AEP-Ohio's proposed capacity pricing
mechanism would likely result in cuts to teaching and staff positions, materials and
equipment, and programs, in violation of Section 4928.02(N), Revised Code (Schools Ex. 101
at 10).

Duke also contends that the Commission should adopt RPM-based capacity pricing
as the state compensation mechanzsm, which is consistent with state policy supporting
competition. Duke asserts that, pursuant to the RAA, an FRR Entity may or►1y apply to
FERC for cost-based compensation for its FRR capacity obligations, if there is no state
compensal'ion mechanism in place. According to Duke, neither the RAA nor Ohio law
grants AEP-Ohio the right to recover its embedded costs. Duke notes that, under Ohio law,
capacity is a competitive generation service that is not subject to cost-based ratemaking.

Exelon and Constellation assert that, if AEP-Ohio's proposed capacity pricing
mechanism is approved, retail competition in the Cozr►pazly's service territory will be stifled
and customers will bear the cost. Exelon and. Constellation cite numerous reasons
supporting their position that AEP-Ohio's proposal should be rejected in favor of RPM-
based capacityy pricing: Ohio law does not require that the state compensation mechanism
be based on cost; AEP-Ohio's status as an FRR Entity does not entitle it to cost-based
capacity pricing; AEP-Ohio, even as an FRR Entity, could have elected to participate in the
RPM auction for 2014, rather than self-supply more expensive capacity, putting its osvn
interests above those of customers; RPM-based capacity pricing is consistent with state
policy promoting the development of competitive markets, whereas the Company's
proposal is not; the Company should not be allowed to un.ilaterally apply better-of-cost-or-
market pricing; CRES providers are captive to AEP-Ohio, given the requirement that
capacity be committed rnore than three years in advance of delivery; Ohio law requires
comparable and nondiscriminatory access to CRES and. RPM-based capacity pricing is used
throughout Ohio except in AEP-Uhio's service territory;. and adopting RPM-based capacity
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pricing would avoid the need to determine an arbitrary estirnate of the Ccrmpany's cost of
sei.'vice for capacity and, in any event, SB 3 elizninated full cost-of-service analysis. Exelon
and Constellation note that 11-346 is the proper forurn in which to deter.mine whether AEP-
Ohio requires protection to maintain its financial integrity. Exelon and Constellation
further note that they would support reasonable measures that comport with a tim.ely
transition to a fully competitive market and resolution of related issues in.1.1,-34b, if such
measures are shown to be necessary.

IGS contends that RPM-based capacity pricing is the clear choice over AEP-Ohio's
proposed capacity pricing mechanism. IGS points out that RPM-based capacity pricing
already exists, was neutrally created, applies all over the region, is market-based, is
nondiscriminatory, and provides the correct incertti.ves to assure intPestmen:t in generation
resources. On the other hand, AEP-Uhio`s proposal, according to IGS, was devised by the
Company, for this case and this case only, returns Ohio to a cost-based generation
regulatory regime, shows no relationship to short- or long-term generation adequacy, and
could stifle competition. IGS notes that RPM-based capacity pricing fully comports with
Ohio law in that it is market-based pricing and would support the continued development
of Uhici s competitive market; uvould avoid subsidies and dxscruninatory pricing; would
assure adequate resources are available to provide stable electric service; and would avoid
any legal problems associated with extending the transition to competition. IGS asserts that
AEP-Ohio`s proposed capacity pricing would be contrary to Ohio law in that it would harm
the developrnent of competition; result in antzcompetitive subsidies; and violate Ohio's
transition laws. IGS also notes that AEP-Ohio's justifications fox recovering embedded costs
are refuted by the evidence and disregard state policy. IGS contends that RPM-based
capacity pricing does not raise reliability concerns or subsidize CRES providers. IGS argues
that AEP-C4hio has a fundamental disagreement with state policy. IGS notes that AEP-
Ohio's judgment as to the wisdom of state policy is irrelevant, given that it has been
codified by the General Assembly and must be effectuated by the Conunissi.on.

Fin.ally, Kroger asserts that the most economically efficient price and the price that
AEP-Ohio sho'uld be required to charge CRES providers for capacity is the RPM price.

d. Conclusion

Initially, the Commission notes that a state cornpensation rnechanism,, as referenced
in the RAA, has been in ptace for AEP-Ohio for some time now, at least since issuance of the
December 8, 2010, entry, which expressly adopted RP1Vi-based capacity pricing as the state
coxnpensation mechanism for the Company during the pendency of this case. The state
cornpensation mechanism was subsequently modified by the Comnussion's March 7, 2012,
and May 30, 2012, entries granting AEP-Ohio's requests for interim relief. No party appears
to dispute, at least in this proceeding, that the Comxnission has adopted a state
cornper►sa.tion mechanism for AEP-Ohio.
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Given that there is, and has contin-ually been, a state compensation mechanisrn in
place for AEP-Ohio from the beginning of this proceeding, the issue for our consideration is
whether the state compensatio.n mechanism, on a going-forward basis, rriust or should be
modified such that it is based on cost. AEP-Ohio contends that the state cozrnpexxsation:
nx.echanism must be amended so that the Company is able to recover its embedded costs of
capacity. ,All of the intervenors and Staff oppose AEP-Ohio's request and advocate instead
that the Commission retain the RPM-based state compensation mechaazdsm, as it was
established in the December 8, 2070, entry.

Pursuant to Section 4905.22, Revised Code, all charges for service shall be just and
reasonable azid not more than allowed by law or by order of the Comznission. In this case,
AEP-Ohio asserts that its proposed compensation for its FRR capacity obligations is just and
reasonable and should be adopted by the Coznmission. Specifically, AEP-C3hio asserts that
its proposed cost-based capacity pricing is consistent with state policy, will promote
alternative competitive supply and retail competition, and will ensure the Company's
ability to attract capital investment to meet its FRR capacity obligations. All of the
intervenors and Staff, on the other hand, recommend that market-based RPM capacity
pricing should be approved as the state compensation mechanism for AEP-Ohio. As
discussed above, there is a general consensus among these parties that RPM-based capacity
pricing is just and reasonable, easily implemented and understood, and consistent with
state policy. Staff and intervenors further agree that RPM-based capacity pricing will fulfill
the Coiruni.ssion's stated goals of both promoting competition and ensuring that AEP-Ohio
has the xequired capital to maintain service reliability.

As discizssed above, the Coxninission finds that it has jurisdiction to establish a state
compensation mechanism in this case pursuant to its general supervisory authority found in
Sections 4905.04, 4905.05, and 4905.06, Revised Code. We further find, pursuant to our
regulatory authority under Chapter 4905, Revised Code, as well as Chapter 4909, Revised
Code, that it is necessary and appropriate to establish a cost-based state compensation
mechanism for AEP-Ohio. Those chapters require that the Comznission Yise traditional rate
base/rate of return regtxlation to approve rates that are based on cost, with the ultxmate
objective of approving a charge that is just and reasonable consistent with Section 490522,
Revised Code. Although Chapter 4928, Revised Code, provides for market-based pricing
for retail electric generation service, those provssions do not apply because, as we noted
earlier, capacity is a wholesale rather than a retail service. The Comrnission's obligation
under traditional rate regulation is to ensure that the jurisdictional utilities receive
reasonable compensation for the services that they render. We conclude that the state
compensation mechanism for AEP-Ohio should be based on the Company's costs.
Although Staff and intervenors contend that RPM-based capacity pricing is just and
reasonable, we note that the record indicates that the RPM-based price for capacity has
decreased greatly since the December 8, 2()10, entry was issued, and that the adjusted RPM
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rate currently in effect is substantially belo-w all estimates provided by the parties regarding
AEP-4Jhio's cost of capacity (AEP•Ohio Ex. 102 at 21, 22; FES Ex. 103 at 55; Staff Ex. 105 at
Ex. ESIVI-4), The record further reflects that, if RPM-based capacity pricing is adopted, AEP-
Ohio may earn an unusually low return on equity of 7.6 percent in 2012 and 2.4 percent in
2013, with a loss of $240 rrt%il'zon between 2012 and 2013 (AEP-Ohio Ex. 104 at 3-5, Ex. WAA-
1; Tr. III at 701). In short, the record reveals that RPM-based capacity pricing would be
insufficient to yield reasonable compensation for AEP-Ohio's provision of capacity to CRES
providers in fulfillment of its FRR capacity obligation.s.

However, the Cqrrunission also recognizes that RPM-based capacity pricing will
further the development of competition in the market (Exelon Ex. 201 at 7; OEG Ex. 102 at
11), which is one of our pri:rnary objectives in this proceeding. We believe that RPM-based
capacity pricing will stimulate true competition among suppliers in AEP-Ohio`s service
territory. We also believe that RPM-based capacity pricing will facilitate AEP-Ohio's
transition to full participation in the competitive market, as well as incent shopping. RPM-
based capacity pricing has been used successfully throughout Ohio and the rest of the PJM
region and puts electric utilities and CRES providers on a level playing field (FES Ex. 301 at
50-57:; FES Ex. 102 at 3). RPM-based capacity pricing is thus a reasonable means of
promoting shopping in AEP-Ohio's service territory and advancing the state policy
objectives of Section 4928.02, Revised Code, which the Cornrnxssion is required to effectuate
pursuant to Section 4928.06(A), Revised Code.

Therefore, with the intention of adopting a state compensation rn.echanism that
achieves a reasonable outcome for all stakeholders, the Conn.mission directs that the state
compensation mechanism shall be based on the costs incurred by the FRR Entity for its FRR
capacity obligations, as discussed further in the following section. However, because the
record in this proceeding demonstrates that RPM-based capacity pricing wall promote retail
electric competition, we find it necessary to take appropriate measures to facilitate this
important objective. For that reason, the CoinYnission directs AEP-Ohio to charge CRES
providers the adjusted final zonal PJM RPM rate in effect for the rest of the RTC7 region for
the current PJM delivery year (as of today, approxi.m.ately $20/MW-day), and with the rate
changing annually on June 1, 2013, and June 1, 2014, to match the then current adjusted final
zonal PJM RPM rate in the rest of the RTO region. Further, the Commission wil,I authorize
AEP-Ohio to modify its accounting procedures, pursuant to Section 4905.13, Revised Code,
to defer incurred capacity costs not recovered from CRES provider billings during the ESP
period to the extent that the total incurred capacity costs do not exceed the capacity pricing
that we approve below. Moreover, the Comrnission notes that we will establisla an
appropriate recovery mechanism for such deferred costs and address any addxtiorial
financial considerations in the 11-346 proceeding. We also find that AEP-Ohio should be
authorized to collect carrying charges on the deferral based on the Company's weighted
average cost of capital, until such time as a recovery mechanism is approved in 11-346, in
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order to ^^nsure that the Company is fully compensated. Thereafter, AEP-Ohio should be
authorized to collect carrying charges at its long-term cost of debt.

.Additionaliy, the Cozxunussion directs that the state compensation mechanism that
we approve today shall not take effect until our opinion and order is issued in. 11-346, or
until August 8, 2012, whichever is sooner. Until that tirne, the interim capacity pricing
mechan.ism that we approved on March 7, 2{112, and extended on May 30, 2(?12, shall remain
in place. In further extending the i.n.terznn capacity pricing mechanism, we recognize that
11-346 and the present proceeding are intricately related. In fact, AEP-,Ohio has put forth an
entirely different capacity pricing mechanism in 11-346 as a component of its proposed ESP.
Although this case has proceeded separately so that an evidentiary record on. the
appropriate capacity cost pricing/recovery mechanism could be developed, there is an
overlap of issues between the two proceedings: For that reason, we find that, the state
compensation mechanism approved today should become effective with the issuance of our
order in 11-346, which will address AEP-Ohio's comprehensive rate package, including its
capacity pricing proposal, or August 8, 2012, whichever occurs first.

We note that the state compensation mechanism, once effective, shall remain in effect
until AEP-Ohio`s transition to full participation in the RPM market is coni.plete and the
Company is no longer subject to its FRR capacity obligations, which is expected to occur on
or before June 1, 2015, or until otherwise directed by the Commission.

The Commission believes that the approach that we adopt today appropriately
balances our objectives of enabling AEP-C7hio to recover its costs for capacity incurred in
fulfilling its FRR capacity obligations, while prornoting the further development of retail
cornpetztion in the Company's service territory.

3. What should the resulting compensation be for AEP-Ohio's FRR
capaciiv obligations?

a. AEP-Ohio

AEP-Qhio's position is that the appropriate cost-based capacity price to be charged to
CRES providers is $355.72/1VSW-day, on a merged coinpany basis, before consideration of
any offsetting energy credit. AEP-Ohio notes that the forxnula rate approach recommended
by Company witness Pearce is based upon the average cost of serving the Company's LSE
obligatiozl load (both the load served directly by AEP-Ohio and the load served by CRES
providers) on a dollar-per-MW-day basis. AEP-Ohio further notes that, because the
Company supplies its own generation resources to satisfy these load obligations, the cost to
provide this capacity is the actual embedded capacity cost of its generation. A.EP-Ohio's
formula rate template was modeled after, and modified from, the capacity portion of a
FERC-approved template used to derive the charges applied to wholesale sales made by
Southwestern Electric Power Company, an affiliate of the Company, to the cities of Minden,

APPX 5t?



10-2929-EL-Z.INC -25-

Louisiana and Prescott, Arkansas. AEP-Ohio notes that Dr. Pearce`s formula rate approach
is transparent and, if adopted, would be updated annually by May 31 to reflect the most
current input data, most of which is publicly av"able ancl taken directly from the
Company's FERC Form 1 and audited financial staternentss (AEP-C4hio Ex. 102 at 8). AEP-
Ohio adds that its proposed formula rate tempIate would promote rate stability and result
in a reasonable retum on equity of 12.2 percent in 2013, based on a capacity price of
$355.72 f M.W-day (Tr. II at 12-25; AEP-Ohio Ex.142 at 21-22).

AEP-Ohio contends that its proposed cost-based capacity pricing roughly
approximates and is, therefore, comparable to the amount that the Company receives from
its SSO customers for capacity through base generation rates (AEP-Ohio Ex. 142 at 19-20; Tr.
II at 304, 350).

b. Staff

If the Commission determines that RPM-based capacity pricing is not appropriate fox
AEP-C3hio, Staff proposes an alternate capacity rate of $146.41JI'vMW-day, which accounts fox
energy margirLs as well as certain cost adjustments to the Company's proposed capacity
pricing mechanism. Staff notes that its alternate rate may offer more financial stability to
AEP-Ohio than RPM-based capacity pricing over the next three years, and is just and
reasonable unlike the Company's excessive rate proposal. Staff finds that its alternate rate
would appropriately balance the interests of AEP-Ohio in recovering its embedded costs to
meet its FRR capacity obligations and attracting capital investment, while also promoting
alternative competitive supply and retail competition.

According to Staff, the reduction of AEP-Ohio's proposed rate of $355.72/ MW-day to
Staff's alternative recomm:endation of $146.41 f MW-day is a result of removi2ig and
adjusting nu:rnerou:s iterns, including return on equity; rate of return; caristruction work in
progress (CWIP); plant held for future use (I'HFFU); cash working, capital (CWC.), certain
prepayments, including a prepaid pension asset and the related accumulated deferred
income taxes; accurnulated deferred income taxes; payroll and benefits for eliminated
positions; 2010 severance program cost; income tax expense; domestic production activities;
payroll tax expense; capacity equalization revenue; ancillary services revenue; and energy
sales margin and ancillary services receipts. In tern-is of the return on equity, Staff witness
Srnith used ten percent for CSP and 10.3 percent for CrP, because these percentages were
adopted by the Commission in AEP-Ohio's recent distribution rate case (Staff Ex.1El3 at 12-
13).8 Staff notes that CWIP was properly excluded from rate base because AEP-Ohio has
not demonstrated that the requirements of Section 4909.15 or 492$,143, Revised Code, have
been met (Staff Ex. 103 at 14-15). Staff also excluded PHFFU from rate base, as the plant in

In the Matter qf the Application of C'oturnbus Southern Pattter Company and Ohio Power Cotnpany, Individually
and, if Their Proposed Merger is Approved, as a Merged Company {cottecttix^ely, AEP Ohio) for an Increase in
Electric Distribufaon Rates, Case No.11-351-EL-AIR, et al.
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quesdan is not used and useful and AEP-Ohio has given no indication as to when it urill
become so (Staff Ex. 103 at 16). CWC was excluded by Staff because A.EP-Ohio did not
prepare a lead-lag study or otherwise demonstrate a need for CWC (Staff Ex. 103 at 18-21).
Staff excluded AEP•-Ohir^s prepaid pension asset for numerous reasons, mainly becaixse the
Company did not demonstrate that it has a net prepaid pension asset and its FERC Form 1
for 2010 suggests that there is actually a net liability; pension funding levels are the result of
discretionary management decisions r.egarding the funding of defined benefit pensions; and
pension expense is typically included in the deterzrtin,ation of CWC in a lead-lag study,
which was not provided (Staff Ex. 103 at 21-31). Staff further excluded nonrecurring costs
related to the significant number of positions that were permanently el,ianinated as a result
of AEP-Ohio's severance program in 2010 (Staff Ex. 1-3 at 43-52).

AEP-Ohio responds that Mr. Smith's downward adjustments and elinxination of
certain costs from Dr. Pearce's calculations are fundamentally flawed in that Dr. Pearce's
formula rate approach is based on a formuIa rate tem:plate that was approved by FERC.
AEP-Ohio also counters that adjustments made by Mr. Smith to the return on equity,
operations and. maintenance expenses attributable to severance programs, prepaid pension
assets, CWC, CWIP, and PHpFIJ understate the Company's costs and contradict prior
orders and practices of both the Commission and FERC. With respect to the return on
equity, AEP-Ohio notes that Nl'r. Sznith's adjustment was inappropriately taken from the
stipulation in the Company's recent distribution rate case and that W. Smith agreed that
the cornpetitive generation b-usiness is more risky than the distribution business (Staff Ex.
103 at 12-13;. Tr. IX at 1991, 1993; AEP-Ohio Ex. 142 at 17). AEP-Ohio contends that the
Cammission should adopt a return on equity of 11.15 percent as recomm.ended by
Dr. Pearce or, at a minimum, a return on equity of 10.5 percent, which AEP-C7hio cla'rrn:s is
consistent with a return on equity that the Commission has recpntly recognized for certain
generating assets of the Company (AEP-Ohio Ex. 142 at 17-18). AEP Ohio further contends
that Mr. Smith's elimination of certain severance costs and prepaid pension expenses is
inconsistent with the Cornznission s treatment of such costs in the Company's recent
distribution rate case, and that the $39.004 million in severance costs should be amortized
over three years (AEP-Ohio Ex. 142 at 17). AEP-Ohio argues that W. Szn.i.tlf s elimination of
CWIP and CWC is inconsistent with FERC practice.

Additionally, AEP-Ohio asserts that Staff witnesses Szn.ith and Harter failed to
account for nearly $66.5 million in certain energy costs incurred by the Company, including
Production-Related Administrative & General Expenses, Return on Production-Rela.ted
Investments, Production-Related Depreciation Expenses, and Production-Related Income
Taxes. According to AEP-Ohio, due to these trapped costs, Mr. Smith's capacity charge is
understated by $20.11/MtN'-day on a merged company basis (AEP-C7hio Ex. 143 at 3, 5-6).
AEP-Ohio witness Allen incorporated this amount in his calculation of what Staff's capacity
rate would be, as modified by his recommended energy credit and cost-of-service
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adjustnents, and reached a resulting capacity rate of $291.58/MW-day (AEPaC3hio Ex. 142
at18;Tr.XIat231x).

c. Ir^tervenors

If the Commission believes that it is appropriate to consider AEP-Ohlo's embedded
costs, FES argues that the Company's true cost of capacity is $78.53 jMW-day, after
adjustrnents are made to reflect the removal of stranded costs and post-2001 generation
Ynvestment, as well as an appropriate offset for energy sales. At most, FES contends that it
should be $90.83 f MCKj-day, if a further adjustment is made to credit back to AEP-Ohia the
capacity equalization payments for the Company's Waterford and Darby plants, which
were acquired in 2005 and 2007. FES also recommends that the Gommi.5szon require A.EP-
Ohio to unbundle its base generation rate into energy and capacity components, which
would ensure that the Company is charging the same price for shopping and non-shopping
customers and allow customers to compare offers from CRES providers with the
Company's tariff rates (FES Ex. 103 at 22).

The Suppliers note that, if the CQnunission finds that RPM-based capacity pricing is
confiscatory or otherrvise fails to compensate AEP-Ohio adequately, a nonbypassable
stabilization charge, such as the rate stability rider rate proposed by the Company in 11-346,
wouTd be appropriate and should be considered in that case. OMA and OHA respond by
arguing that any suggestion tl-iat rates should be raised without any justification, other than
reaching a level that is high enough to er.sure that CRES providers are able to compete with
AEP -Ohia, tramples on customer interests and should be rejected by the Comxxussican.

As discussed in greater detail below, OEG recommends that AET'-C>tiio's capacity
charge should be no higher than $145.79/MW-day, which was the RPM-based price for the
2011./2012 PJM delivery year, and only if the Commission determines that tlie prevailing
RPM price is not sufficient compensation (OEG Ex.102 at 9-10). OEG argues that a capacity
charge of $145.79/MW-day provided a.more than sufficient return on equity for AEP-Ohio,
as well as fostered retail competition in its service territory (OEG Fx.102 at 10-11). As part
of this recommendation, OEG urges the Commission adopt an earnings stabilization
mechanism (ESNI) in the form of an annual review to gauge whether AEP-Ohio's earnings
are too high or too low (OEG Ex. 102 at 15-21).

(i) Should there be an offsetting energy credit?

a) AEP-Ohio

AET'-Ohio does not recommend that the Gom.mission adopt an energy credit offset to
the capacity price, given that PJM m.aintains separate markets for capacity and energy
(AEP-Ohio Ex.1t?2 at 13). AEP-Ohio witness Pearce, however, offers a recommendation for
how an energy credit shouId be devised, if the Comm.ission determines that an energy
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credit is appropriate. Dr. Pearce's template for the calculation of energy costs is derived
from the sanne formula rate template discussed above and approved by FERC (AEP-Qhio
Ex. 102 at 14). The energy credit would be calculated as the difference between the
revenues that the historic load shapes for. CSP and OP, including all shopping and. non-
shopping load, would be valued at using locational margiinal prices (LMP) that settle in the
PJM day-ahead market, less the cost basis of t.his energy (AEP-Ohio Ex. 102 at Ex. fCDP 1
through KDP-5). According to Dr. Pearce, the caiculation relies upon a fair and reasonable
proxy for the energy revenues that could have been obtained by CSP and OP by selling
equrvalent generation into the market (AEf''-t7hio Ex. 102 at 15). AEP-Ohio contends that, if
an energy credit is used to partially offset the demand charge, it should reflect actual energy
margins for 2010 in order to best match the corresponding cost basis for calculating the
demand charge. Dr. Pearce recommends that energy margins from OSS that are properly
attributed to capacity sales to CRES providers should be shared on a 50/50 basis between
AEP-Ohio and CRES providers (AEP-Ohio Ex. 102 at 18). Additionally, Dr. Pearce
recommends that any energy credit be capped at 40 percent of the capacity charge that
would be applicable with no energy credit, as a means to ensuxe that the credit does not
grow so large as to reduce greatly capacity payments from CRES providers in times of high
prices (AEP-Ohio Ex. 102 at 18).

b) Staff

As discussed above, Staff recommends that AEP-Ohio's compensation for its FRR
capacity obIigations be based an RPM pricing. Alternatively, Staff proposes a capacity rate
of $146.41/MW-day, which includes an offsetting energy credit and ancillary services
credzt, In calculatixtg its proposed energy credit, Staff developed a forecast of total energy
rna.rggins for AEP-Ohio's generating assets, using a dispatch market model known as
AURURAxmp, which is licensed by Staff's consultant in this case, Energy Ventures
Analysis, Inc. (EVA), as well as by AEP-Ohio and others (Staff Ex. 101 at 6; Tr. X at 2146,
2149; Tr. XII at 2637).

AEP-Ohio contends that Staff's black-box methodology for calculat-ion of the energy
credit is flawed in several ways and produces unrealistic and grossly overstated results.
Specifically, AEP Ohio argues that the AZI:RO12.Axmp model used by Staff witnesses Harter
and Medine is not well-suited for the, task of computing an energy credit and that EVA
-implemented the model in a flawed manner through use of inaccurate and inappropriate
input data and assumptions, which overstates gross energy margins for the period of June
2012 through May 2015 by nearly 200 percent (AEP-Ohio Ex. 144 at 8-25; AEP-Ohio Ex. 142
at 2-14). AEP-C3hio notes that, among other flaws, Staff's proposed energy credit
understates fuel costs for coal units, understates the heat rates for gas u.nits, overstates
market prices (e.g., use of zonal rather than nodal prices, use of forecasted LMP rather than
forward energy prices), fails to account for the gross margins allocable to the Company's
full requirements contract with Wheeling Power Company, and fails to account for the fact
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that the pool agreement limits the gross margins retained by the Company. AEP-Ohio
argues that Company witness Allen proposed a number of conservative adjustments that
should, at a mirunmum, be made to Staff's approach, resulting in an energy credit of
$47.46/MW-day (AEP-Ohio Ex. 142 at 4-14). AEP-Qhio adds that the docuanentat.ion of
EVA's approach is incomplete, inadequate, artd cannot be sufficiently tested or validated;
the data used in the model and the model itself cannot be reasonably verified; EVA's quality
control measures are deficient; and the execution of EVA's analysis contains significant
errors and has not been perform.ed with requisite care (AEP-Ohio Ex 144 at 13-18).

Additionally, AEP-Ohio points out that Staff's proposed energy credit wrongly
incorporates OSS margins not related to capacity sales to CRES providers and also fails to
properly reflect the impact of the pool agreement. Specifically, AEP-Ohio contQnds that, if
an energy credit is adopted, it should reflect only the OSS margins attributable to energy
that is freed up due to capacity sales to CRES providers. AEP-Ohio further notes that Staff
inappropriately assumes that 100 percent of the margins associated with retail sales to SSO
customers are availabZe to be offset against the cost of capacity sold to CRES providers,
which is inconsistent with the terms of the pool agreement, pursuant to which the
Company's member load ratio share is 40 percent. AEP-Ohio believes that there is no
reason to include margir ►s associated with retail sales to SSO customers in an energy credit
calculation intended to price capacity for shopping load. In accordance vvith .Mr. Allen's
recommendations, AEP-Ohio concludes that, if Staff's proposed energy credit is adopted by
the Comrmission, it should be adjusted to $47.46,(MW-day. Alternatively, AEP-Ohio notes
that Mr. Allen's proposed adjustments (AEP-Ohio Ex. 142 at 14) to Staffs energy credit
could be made indivzdually or in combination to the extent that the Commission agrees
with the basis for each adjustment. AEP-Ohio adds that Company witness Nelson also
offered additiQnal options for an energy credit calculation, with the various rnetlZods
converging around $66/IvIVV-day for the energy credit (AEP-Ohio Ex. 143 at 8, 12:-13, 17).
As a fuW optiori, AEP-C}hio states that the Commission could direct Staff to calculate an
energy credit that is consistent with the forward prices recommended by Staff for use in the
market rate option price comparison test in 11-346, which the Company believes would
reduce Staff's energy credit by approximately $50/MW-day.

c) Intervenors

PES argues that AEP-Ohio's formula rate should include an offset for energy-related
sales or else the Company.would double recover its capacity costs. FES notes that an energy
credit is appropriate because AEP-Ohio recovers a portion of its fixed costs through energy-
related sales for resale, and is also necessary to avoid an above-market return on equity for
the Company. (FES Ex. 103 at 45-46, 49-50.) FES adds that all of AEP-Chio's OSS revenues
should be included as a credit against capacity costs and that no adjustment should be
made to account for the pool agreement, given that the pool agreement could have been
modified to account for retail shopping, as well as that the Company proposes to recover its
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embedded capacity costs both from shopping customers and off-system energy sales (FES
Ex. 103 at 47; Tr. I at 29-30). At minimum, FES believes that AEP-Q.hio shDuld account for
its pc,rtion of OSS revenues, after pool sharing, in its capacity price. (FES Ex. 103 at 4$-49)
If RPM-based capacity pricing is not required by the Commission, FES recommends that
FES witness Lesser's energy credit, which simply uses AEP-Ohio's FERC account
information without adjustments to account for the pool agreement, be adopted. FES notes
that Dr. Lesser determined that AEP-Ohio overstated its capacity costs by $17$.1 million by
failing to include an offset for energy sales.

UCC notes that it would be unjust and unreasonable for AEP-Ohio to be permitted to
recover any of its embedded generation costs from customers, par ticulaxly without any
offset for energy sales. OCC argues that, if the Commission adopts a cost-based capacity
pricing mechanism, an energy credit that accounts for profits from OSS is warranted to
ensure that AEP--Ohio does not recover embedded capacity costs from CRES providers, as
well as recover some of those same costs from off-system energy sales, resulting in double
recovery.

(ii) Does the Company's pra osed cost-based cap, aci ri^
meclzanisrn constitute a request for recovery of stranded
generation investment?

a) Intervenors

FES argues that SB 3 required that all generation plant investment occurring after
January 1, 2001, be recovered solely in the market. FES notes that AEP-Ohio ad:mits, in its
recently filed corporate separation plan,9 that it can no longer recover stranded costs, as the
tramition period for recovery of such costs is long over. FES adds that AEP-Ohio witness
Pearce failed to exclude stranded costs from hzs calculation of capacity costs. FES points out
that, pursuant to the stipulation approved by the Comn-dssion in AEP-Ohio's electric
transifion pTan (ETP) case, the Company waived recovery of its stranded generation costs
and, in any event, through depreciation accruals, has already fully recovered such'costs.
FES also notes that Dr. Pearce's calculation inappropriately includes costs for generation
plant investments made after December 31, 2000, and, also seeks to recover the costs of
assets that will no longer be owned by the Company as of January 1, 2014, but will rather be
owned by AEP Generation Resources.

IEU-Ohio agrees with FES that AEP-Ohio agreed to forgo any clairn for stranded
generation costs, which bars the Company's untimely claim to generation plant-related
trari,sitidn revenues. lEU-Ohio contends that AEP-0hio seeks to impose what IEU-Ohio
cortszders to be a lost revenue charge on CRES suppliers serving shopping customers.

In the Matter of the Application of Ohio Power Compttny for Approval of Full Legal Corporate Separation and
Amendment to its Corporate Separation Plan, Case No.12-1126-EIrLTTC.
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Citing Sections 4928.141` 4928.38, and 4928.40, Revised. Code, as well as AEP-Ohio's
agreement to forgo recovery of generation tra.nsitio.n reven.ues in its ETP case (Tr. I at 49-50;
FES Ex. 106; FE5 Ex. 107), OMA and OHA likewise contend that Ohio law prahibits the
Commission from establishing a state compensation mechanism that wotzld authorize the
receipt of transition revenues or any equivalent revenues by AEP-Ohio as a means to
recover its above-market capacity costs.

Kroger argues that AEP-Ohio, through its requested compensation for its FRR
capacity obligations, seeks recovery of stranded generation transition costs in this case.
Kroger contends that such costs must be recovered in the market and that AEP-0hio should
not be permitted to renege on the stipulation in the ETP case. Dominion Retail likewise
argues that AEP-Ohio should not be permitted to violate the terms of the ETP stipulation
and recover stranded above-market generation investment costs after the statutory period
for such recovery has expired. Dominion Retail believes that AEP-4hzo is effectively
seeking a second transition plan in this case. IGS adds that the law is meaningless if utilities
may continue to require all customers to pay embedded generation costs after the transition
period has ended and that approval of AEP-Ohio's proposed capacity pricing mechanism
would be contrary to the statutory requirements found in Sections 4928.3$, 4928.39, and
4928.40, Revised. Code.

b) AEP-Ohio

AEP-Ohio responds that neither the provisions of SB 3 nor the ETP stipulation are
applicable to this case. AEP 0hio notes that the purpose of this proceeding is to establish a
wholesale capacity pricing mechanism based on the Company's embedded capacity costs,
as opposed to the retail generatien transition charges authorized by Section 4928.40,
Revised Code, which is what the Company agreed to forgo during the market development
period as part of the ETP stipulation. AEP-Obio asserts that the issue of whether the
Company could recover stranded asset value from retail custozn.ers under SB 3 is a separate
matter from establishing a wholesale price that permi.ts the Company's competitors to use
that same capacity. AEP-Ohio adds that a conclusion that SB 3 precludes the Company
from recovering its capacity costs through a wholesale rate would conflict with the RAA
and be preempted under the FPA.

(iii) Should OEG's alternate roposal be adopted?

a) OEG

OEG recom.mends that AEP-Ohio's capacity pricing xnecharism should be based on
R.PM prices. As an alternative recommendation, if the Commission determines that AEP-
Ohio's capacity pricing should be higher than the prevailing RPM price, OEG suggests that
the capacity price should be no higher than $145.79/NIW-day, which was the RPM-based
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price for the 2011/'2012 PJM delivery year. OEG believes that such price ha.s proven
effective in providing a more than sufficient return on equity for. AEP-Ohio, while still
fostering retail competition in the Company's service territory. (OEG Ex. 102 at 10-1I).
Additionally, OEG witness Kollen recommends that the Commission adopt an ESM to
ensure that AEP-Ohio's earnings are neither too high nor too low and instead are
mairitained within aCo.mznissron-deternnihed zone of reasonableness. OEG 'believes that
such an approach is appropriate, given the significant uncertainty regarding both the
proper compensation for AEP-Ohici s FRR capacity obligations and the impact of various
charges on the Company's earnings, ln particular, Mr. Kollen suggests that an earn.ings
bandwidth be established, with a lower threshold return on equity of seven percent and an
upper threshold return on equity of 11 percent. If AEP-Ohio's earnzngs fall below the lower
threshold of seven percent, then the Company would be allowed to increase its rates
through a nonbypassable ESM charge sufficient to increase its earnings to the seven percent
level. If earnings exceed the upper threshold of 11 percent, then AEP- Ohio would return
the excess earnings to customers through a nonbypassable ESM credit. If AEP-tJhio's
earnings are within the earnings bandwidth, there would be no rate changes other than
those that operate to recover defined costs such as through the fuel adjustment clause.
Fi.tzally, Mr. ICollen notes that the Comrnission would have the discretion to make
n.-iodifications as circumstances warrant. (OEG. Ex. 102 at 15-21.) OEG believes that its
recommended lower threshold is reasonable as confirmed by the recent actual earned,
returns of the AEP East affiliates, which averaged 6.8 percent in 2010 and 7.8 percent in 2011
(OEG Ex. 102 at 13). Additionally, AEP-Ohia's adjusted return in 2071 was 11.42 percent,
just above its suggested upper threshold (OEG Ex. 102 at Ex. LK-3). Mr. Kollen explained
that AEP-Ohio's earned return on equity would be computed in the same xnarrner as under
the significantly excessive earnings test (SEET) of Section 4928.143(F), Revised Code,
although he believes that OSS margins should be included in the coznputation to be
consistent with certain other parties' recommended approach of accounting for energy
margins in the calculation of a cost-based capacity price (OEG Ex. 102 at 10, 15,18; Tr. VI at
1290.)

b) AEP-Ofuo

AEP-Ohio urges the Comrnission to reject OEG's alternate proposal. AEP-Ohia notes
that the upper threshold of 11 percent is significantly lower than any SEET threshold
previously applied to the Company and that the proposal would essentially render the
statutory SEET obsolete. According to A.EP-Ohio, the Commission is without jurisdiction to
impose another, more stringent, excessive earnings test on the Company. AEP-Ohio also
argues that OEG's proposal would preclude the Company from exercising its right under
Section B.8 of Schedule 8.2 of the RAA to establish a cost-based compensation method.
AEP-Ohio believes that Mr. Kollen's excessive earxtings test would offer no material
protection to the Company from undercompensation of its costs incurred to furnish
capacity to CRES providers, and that the test would be difficult to administer, cause
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prolonged litigation on an annual basis, and create substantial uncertainty for the Company
and customers,

d. Conclusion

As discussed above, the Con;trnzssion believes that AEP-Ohio's capacity costs, rather
than RPM-based pricing, should form the basis of the state compe.nsation mechanism
established in this proceeding. Upon review of the cornsiderable evidence in this
proceed'zng, we find that the record supports compensation of $188.88/MW-day as an
appropriate charge to enable AEP-Uh.io to recover its capacity costs for its FRR obligations
from CRES providers. We also find that, as a means to encourage the further development
of retail competition in AEP-Ohio's service territory, the Company should modify its
accountin,g procedures to defer the difference between the adjusted RPM rate currently in
effect and AEP-Ohio's incurred capacity costs, to the extent that such costs do not exceed
the capacity charge approved today. We believe that this approach successfully balances
the Gamznission's objectives and the interests of the many parties to this proceeding.

The record reflects a range in AEP-Ohic^s cost of capacity from a low of $78 53/1vIW-
day, put forth by FES, to the Company's high of $355.72/ MW-day, as a merged entity, with
Staff and OEG offering recommendations more in the middle of the range (AEP-Ohio Ex.
102 at 21; FES Ex. 103 at 55; Staff Ex. 105 at Ex. ESM-4; OEG Ex. 102 at 10-11). The
Commission finds that Staff's determination of AEP-Ohio's capacity costs is reasonable,
supported by the evidence of record, and should be adopted as modified in i:his order.
Initially, we note that no party other than AEP-Ohio appears to seriously challenge Staff's
recommended cost-based capacity pricing mechanism in this case. Additionally, we do not
believe that AEP-Ohio has demonstrated that its proposed charge of $355.72/IvIW-day falls
within the zone of reasonableness, nor do -Are believe that FES' proposed charge of
$78.53/ IVlW-day would resuIt in reasonable coznpePZsatian for the Company's FR.R capacity
obligations.

The Commzssion believes that the approach used by Staff is an appropriate method
for deterniining AEP-Ohio's capacity costs. In deriving its recommended charge, Staff
followed its traditional process of making reasonable adjustments to AEP-Ohio's proposed
capacity pricing mechanism, which is based on the capacity portion of a formula rate
template approved by FERC for one of the Company's affiliates and was modified by the
Company for use in this case with data from its FERC Form 1 (Staff Ex. 103 at 10-12; AEP-
Ohio Ex. 102 at 8, 9). As AEP-C>hio notes, FERC-approved formula rates are routinely used
by the Company's affiliates in other states (AEP-Ohio Ex. 102 at 8; Tr. II at 253). Given that
compensation for AEP-C?hiti s FRR capacity obligations from CRES providers is wholesale
in nature, we find that AER-Ohio's formula rate template is an appropriate starting point for
determination of its capacity costs. From that starting point, Staff made a number of
reasonable adjustments to AEP-C)h.io's proposal in order to be consistent with the
Cozxvmission's ratemaking practices. Staff further adju.sted AEP-Ohio's proposed capacity
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pricing to account for rxtargins from off-system energy sales and axzcilJ.ary receipts (Staff Ex.
101 at 4). We agree with Staff, FES, and QCC that an offset for energy-related sales is
necessary to ensure that AEP-Ohio does not over recover its capacity costs through recovery
of its embedded costs as well as ©SS margins (FES Ex.103 at 45-46).

AEP-Ohio takes issue with the adjustments made by Staff witness Smith as well as
with EVA's calculation of the energy cred2t. The Comznission believes that the adjustments
to AEP-Ohi.o's proposed capacity pricing mechanism that were made by Staff witness Smith
are, for the most partf reasonable and consistent with our ratemaking practices in Ohio.
With regard to AEP-Ohio's prepaid pension asset, however, we agree with the Cornpany
that Mr. Srniith's exclusion of this item was inconsistent with Staff's recommendation in the
Company's recent distribution rate case (AEP-phio Ex. 129A; AEP t7hio Ex. 129B), as well
as with our treatment of pension expense in other proceedings?a We see no reason to vary
.our practice in the present case and, therefore, find that AEP-Qhio's prepaid pension asset
should not have been excluded. The result of our adjustment increases Staff's
recommendation by $3.20f MW-day (AEP-Ohio Ex. 142 at 16, Ex. WAA-R7). Similarly, with
respect to AEP-C7hzo's severance program costs, we find that Mr. Smith's exclusion of such
costs was inconsistent with their treatment in the Company's distribution rate case.
Amortization of the severance program costs over a three-year period increases Staff's
reconirnendation by $4.07/MW-day. (AEP-Ohio Ex. 142 at 16-17.) Further, upon
consideration of the arguments with respect to the appropriate return on equity, we find
that AEP-Ohio's recommendation of 11.15 percent is reasonable and should be adopted. As
AEP-Ohio notes, Staff's recornmended retza.rn on equity was solely based on the negotiated
return on equity in the Company's distribution rate case (Staff Ex. 103 at 12-13), which has
no precedential effect pursuant to the express terzyis of the stipulation adopted by the
Commission in that case. Our adoption of a return on equity of 11.15 percen.t increases
Staff's recommendation by $10.09/MW-day (AEP-C7hio Ex. 142 at 17). We also agree with
AEP-Ohio that certain energy costs were trapped in Staff's calculation of its recommended
capacity charge, in that Staff witness Srnith regarded such costs as energy related and thus
excluded -them from his calculations, while EVA disregarded them in its determination of
the energy cred'zt. Accordingly, we find that Staff's recommendation should be increased by
$20.11/MW-day to account for these trapped costs. (AEP-Ohio Ex. 143 at 5-6.)

Additionally, the Comxnission finds, on the uThole, that Staff's recommended energy
credit, as put forth by EVA, is reasonable. AEP-Ohio raises a number of arguments as to
why StaffYs energy credit, as calculated by EVA, should not be adopted by the Coznmission,
In essence, AEP-Ohio fundamentally disagrees with the methodology used by EVA.
Although we find that EVA's methodology should be adopted, we agree with AEP'-0hio

10 See, e.g., In the Matter of the Application of Ohio Edison Company, 77Te Cleveland EIeci-ric Idluminatircg Company,
and The Toledo Edison Company for Authority to Increase Rates for Distrz7nctiorz Service, Modifŷ  Certain
Accounting Practices, and for Tariff Approvals, Case No. 07-551-EL-AIR, et at., Opizziion and Order (Tanuazy
21, 2009), at 16.
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that EVVA's calculation should have accounted for the Company's full requirements
obligation to serve Wheel°rng Power Company, a point that Staff did not dispute in its briefs.
As AEP-Ohio witness Allen testified, the Company's sales to Wheeling Power Company
reduce the quantity of generation available for OSS and thus should have been reflected in
EVA's calculation of OSS margins. (AEP-Ohio Ex. 142 at 10-11, Ex. WAA-R5). The result of
this adjustment reduces Sta£f's recommended energy credit by $5/MW-day (AEI'-Ohio Ex.
142 at 11, Fx. WAA-R5) to $147.41/MW:day. The overall effect of this adjustment, in
combination with the adjustments for AEP Ohio's prepaid pezision asset, severance
program costs, return on equity, and trapped costs, results in a capacity charge of
$188.88/MW-day.

We note that a charge of $188.88/MW-day is fairly in line with OEG's alternate
recommendation that the capacity charge not exceed $145.79/MW-day, which was the
adjusted RPM rate in effect in the prior PJM delivery year that recently concluded (OEG Ex.
102 at 10-11). The close prQximity of our approved charge with OEG's recommendation is
further confirmation that the approved charge falls within the zone of reasonableness.
Additionally, as OE-G notes, a charge of $145.79/MW-day afforded AEP (.?hio an adequate
return on equity. In 2011, A.EP-Ohio earned a per books, unadjusted return of 10.21 percent,
or an adjusted return of 11.42 percent after adjustments for plant impairment expense and.
certain non-recurring revenue (OEG Ex. 102 at 11, Ex. LK-3). At the same time, the capacity
charge was not so high as to hinder retail competition in AEP-Ohio's service territory. In
the first quaxter of 2011, the RPM price was $220.96/MW-day and only 7.1 percent of AEP-
Ohio's total load had switched to a CRES pxovider. However, by the end of the year, with a
lower RPM price of $145.79/ Nf W-day in effect, shopping had significantly increased in
AEP-Ohxo's service territory, with 19.10 percent of the Company's tota.l load having elected
to shop (specifically, 5.53 percent of the residential class, 33.88 percent of the commercial
class, and 18.26 percent of the i.ndustrial class). (OEG Ex. 102 at 11.) We expect that the
approved compensation of $188.88/MW-day for AEP-Ohio's FRR capacity obligatiorns will
likewise ensure that the Company earns an appropriate return on equity, as well as enable
the further development of competitxon in the Company's service territory.

Although AEP-OhiQ criticize.s Staff s' proposed capacity pricing mechanism for
various reasons, the Comzzussion finds that none of these arguments has merit. First, as a
general matter, AEP-Ohio argues that Staff failed to follow FERC practices and precedent.
We agree with Staff that FERC has different requirements for items such as CWC and CWIP
than are found in Ohio. As Staff notes, the outcome of this case should not be dictated by
FERC practices or precedent but should zmtead be consistent wi.th Ohio ratemaking
principles. Although FERC practices and precedent may be informative in some instances,
the Conmnission is bound by Ohio law in establishing an appropriate state colxtpen.sation
mechanism. In response to AEP Ohio's specific argument regarding the exclusion of CWIP,
Staff explained that Section 4909.15(A)(1), Revised Codes, requires that construction projects
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must be at least 75 percent complete in order to qualify for a CWIP allowance and that AEP-
Ohio failed to demonstrate compliance with thzs requirement.

As previously mentioned above, AEP-Ohio raises numerous concerns regarding
Staff's proposed energy credit and offered the rebuttal testimony of Company witness
Meehan in an effort to critique EVA:'s testimony. Upon review of all of the testimony, the
Comm.ission finds that it is clear that the dispute between AEP-Ohio and Staff amounts to a
fundamental difference in methcsdology in everything from the calculation of gross energy
margins to accounting for operation of the pool agreenlent. AEP-Ohio ciaixns that Staff.'s
inputs to the AURORAxmp model result in an overstated energy credit, while Staff argues
that the Company's energy credit is far too low_ Essentially, AEP-Ohio and Staff have
sunply offered two quite different approaches in their attempt to forecast market prices for
energy. The Commission concludes that AEP-Ohio has not shown that the process used by
Staff was erroneous or unreasonable. We further find that the approach put forth by EVA is
a proper means of determin:ing the energy credit and produces an energy credit that will
ensure that AEP-Ohio does not over recover its capacity costs.

Accordingly, we adopt Staff's proposed energy credit, as modified above to account
for AEP-Ohio's full requirements contract with Wheeling Power Company, and find that a
capacity charge of $188.88 f 1VIW-day is just, reasQriable, and should be adopted. The
C'ommission agrees with AEP-Ohio that the compensation received from CRES providers
for the Company's FRR capacity obligations should reasonably and fairly compensate the
Company and should not signzficantly undermine the Company's ability to earn an
adequate return on its investment. The Commission believes that, by adopting a cost-based
state compensation mechanism for AEP-Ohio, with a capacity charge of $188.88/ MW-day,
in conjunction with the authorized deferral of the Company's incurred capacity costs, to the
extent that the total incurred capacity costs do not exceed $188.88/MW-day not recovered
from CRES provider billings reflecting the adjusted RPM-based price, we have
accomplished those objectives, while also protecting the interests of aII sta.kehoiders.

FINDINGS OF FACT ANU CONCLLISIONS OF LAW:

(1) AEP-01uo is a public utility as defined in Section 4905.02,
Revised Code, and, as such, is subject to the jurisdiction of this
Corruxti.ssion,

(2) On November 1, 2010, AEPSC, on behalf of AEP-Ohio, filed an
application with FERC in FERC Docket No. ER11-1395, and on
November 24, 2010, refiled its application, at the direction of
FERC, in FERC Docket No. ER11-2183. The application
proposed to change the basis for compensation for capacity costs
to a cost-based mechanism and included proposed formula rate
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templates under which AEP Ohi.o would calculate its capacity
costs under Section D.8 of Schedule 8.1 of the RAA.

(3) By entry issued on December 8, 2010, the Comznission initiated
an investigation in the present case to determine the irnpact of
AEP-Ohio's proposed change to its capacity charge.

(4) The following parties were granted intervention in this
proceeding: OEG, IEU-Ohio, OCC, OPAE, OMA, OHA, Direct
Energy, Constellation, FES, Duke, Exelon, IGS, RESA, Schools,
OFBF, Kroger, NFIB, Dominion Retail, AICUO, Grove City, and
aCmC.

(5) On September 7, 2011, the E,SP 2 Stipulation was filed by AEP-
Ohio, Staff, and other parties to resolve the issues raised in the
consolidated cases, including the present case.

(6) C.On. December 14, 2011, the Conxnlission adopted the ESP 2
Stipulation with modifications.

(7) By entry on rehearing issued on February 23, 2012, the
Commission revoked its prior approval of the ESP 2 Stipulation,
finding that the signatory parties had not met their burden of
demonstrating that the stipulation, as a package, benefits
ratepayers and the public interest.

(8) By entry issued on March 7, 2012, the Com.xrussion approved,
with modifiratiors, AEP-Ohzo's proposed interim capacity
pricing mechanism,

(9) A. prehearing conference occurred on Apri111, 2012.

(10) A hearing commenced on April 17, 2012, and concluded on May
15, 2012, AEP-C?hio offered the direct testimony of five
witnesses and the rebuttal testimony of three witnesses.
Additionally, 17 witnesses testified on behalf of various
intervenors and three witnesses testified on behalf of Staff.

(11) Initial briefs a.nd, reply briefs were filed on May 23, 2012, and
May 30, 2012, respectively.

(12) By entry issued on May 30, 2012, the Commissxon approved an
extension of AEP-Ohio's interim capacity pricing mechanism
through July 2, 2012.

-37-
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(13) The Commission has jurisdiction in this matter pursuant to
Sections 4905.04, 4905.05, and 4905.06, Revised Code.

(14) The state compensation mechanism for AEP-Ohzo, as set forth
herein, is just and reasonable and should be adopted.

ORDER:

It is, therefore,

-38-

ORDERED, That IEL,7-Ohio's motion to dismiss this case be denied. It is, further,

ORDERED, That the motion for permission to appear pro hac vice instanter filed by
Derek Shaffer be granted. It is, further,

ORDERED, That the state compensation rnecharus.rrz For AEI'-Ohio be adopted as set
forth herein. It is, further,

ORDERED, That AEP-Ohio be authorized to defer its incurred capacity costs not
recovered from CRES pxovider billings to the extent the total incurred capacity costs do not
exceed $188.88/MW day. It is, fuzther,

ORDERED, That the interim capacity pricing mechanism approved on March 7, 2012,
and extended on May 30, 2012, shall remain in place until the earlier of August 8, 2012, or
such time as the Comirussion issues its opinion and order in 11-346, at whzch point the state
compensation mechanism approved herein shall be incorporated into the rates to be
effective pursuant to that order. It is, further,

ORDERED, That nothfng in this opinion and order shall be binding upon this
Cornmission in any futuxe proceeding or investigation involving the justness or
reasonableness of any rate, charge, rule, or regulation. It is, furtber,
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ORDER.ED, That a copy of this opinion and order be served upon aI:I parties of record
in this case.

THE

Steven D. Lesser

Cheryl L. Roberto

SjP/ GNS f sc

Entered in the Journal

i! _... a ^.

Barcy F. NIcNeal
Secretary

UFrJHiU

tyhairman

if^*tC(
_ Andre T. Porter

Todd

4^k^^
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BEFORE

THE PUBLIC;. UTILITIES COMMISSION OF OHIO

In the Matter of the Commission Review of )
the Capacity Charges of Ohio Power
Company and Columbus Southern Power ^ Case No.1I3-'2929-EL-UNC
Com.parzy. j

CONCLIRRING OPIhIION
OF COMMISSIONERS AIyIDRE T. PORTER ANU L^hTN SL ABY

The majority opinion and order balances the interests of consumers, suppliers, and
AEi'-Ohi6. It provides certainty for consumers and suppliers by resolving questions about
whether there will be a competitive electricity market in the AEP-Ohio territory,
specifically, and across this state, generally. It does so by establishing a state cornpensation
mechanism pursuant to which competitive retail electric suppliers have access to RPM-
based n7:arket capacity pricing, which will encourage competition among those suppliers,
resulting in the benefit to consumers of the lowest and best possible electric generation rates
in the AEP-Ohio territory.

Moreover, it recognizes the important function and commdtment of AEP-Ohin as a
fixed resource requirement entity having dedicated capacity to serve consumers in its
service territory. However, these resources are not without cost. Accordingly, the order
allows AEP-0hi.o to receive its actual costs of providing the capacity through the deferral
mechanism described therein, which we have determined, after thorough consideration of
the record in this proceedingf to be $188.88 j MW-day. This result is a fair balance of all
interests because rather than subjecting AEP-Ohio to RPM capacity rates that were derived
frorn a market process in which AEP-Ohio did not participate, the order allows A.EP-Ohio
to recover the costs of the agreement to which it was a parizcipant--dedicating its capacity
to serve con.surners in its service territory. Our opinion of this result, in this case, should not
be misunderstood as it relates to RPM; by joining the rnajarity opinion, we do not, in any way,
agree trr any description of RPM-based capaci!`y rates as being unjust or unreasotzable.

Finally, while we prefer to have the state compensation mechanism effective as of
today, we join with the majority in setting the effective date of August 8, 2012, or to coincide
with our asayet unissued opinion and order in Docket No. 11-346-EL-SSO, whichever is
earlier. In an attempt to balance the deferral authorization created in tlxis proceeding and
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the anticipated mechanism to be considered as part of Docket No. 11-346-EL-SSf) to
administer the deferral, we agree that it is equitable to tie the decision being made in this
order to that in 11-346-EL-SSCQ. However, we caution that the balance is only achieved
within an expeditious resoluttion of the 1_1-346-EL-SSO docket by August 8, 2012.

ATP/L5/sc

Entered in the Journal

J^L Q 2 2012

Barcy F. IvlcNeal
Secretary

APPX 67



BEFORE

THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Commission Review of )
the Capacity Charges of Ohio Power '
Coznpany and Columbus Southern Power ^ Case 14^0.10-^929-EL-UNC
Company. ^

CfJNCIJRRING AND DISSENTING OPINION
OF COMMISSIONER CHERYL L. ROBERTU

I join my colleagues in updating the state compensation method for the Fixed
Resource Requirement from that originally adopted implicitly in AEP-Ohio's first ESP case,
Case No. 08-917-EL-SSO, et a1., and explicitly in this matter to a cost-based rate of
$188.$8/ NiW day.

I depart from the majority, however, in the analysis of the nature of the Fixed
Resource Requirement and, as a result, the basis for the Cornmiss°ron's autharity to update
the state compensation method for the Fixed Resource Requirernent.

Additionally, I dissent from those portions of the majority opinion creating a deferral
of a portion of the authorized cost-based Fixed Resource Requirement rate adopted today.

What is a Fixed Resource 1Zequirement2

In order to assure that the transmission system is reliable, PJM requires any one who
wishes to transmzt electricity over the system to their custorrtersl to provide reliability
assurance that they have the wherewithal - or capacity - to use the transmission system
without crashing it or otherwise destabilizing it for everyone e1se.2 The protocols for
making this demonstration are contained in the Reliability Assurance Agreement. Each
transmission system user must show that they possess Capacity Resources sufficient to
meet their own needs plus a margin for safety. These Capacity Resources may include a
combination of generation facilities, deman.d resources, energy efficiency, and Interruptible

These transmission users are known as a'Load Serving Entity" or "LSE•, LSE shall mean any entity (or
the duly designated agent of such an eniity), includir.eg a load aggregator or power marketer, (i) serving
end-users within the PJM 1Zegion, a:nd (ii) that has been granted the authority or has an obligation
pursuant to state or local law, regulation or franchise to sell electric energy to end-users located withxn the
PJM Region. Retiabidzty Assurance Agreement Among Load Servang Entitics in the PJM Region, PJM
Interconnection, L.L.C., Rate Schedule FERC No. 44 (effective date May 29, 2012) (hereinafter Reliability
Assurance Agreement), Section 1.44.

2 Section 5, Capacity Resource Commitment, PJM Open Access Tra.nsrnission Tariff (effective date June 8,
2012), at 2395-2443.
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Load for Reliability.3 Capacity Resources may even include a transmission upgrade.4 The
Fixed Resource Requirement is nothing more than an enforceable agreement that for a finite
period one transmission user wiii demonstrate on behalf of other transmissYon users within
a specified territory that sufficient Capacity Resources exist to meet all of their respective
reliability needs. During this period, the trarissxnission user offering to provide the Fixed
Resource Requirement is the sole authorized means by which a tra:nsnxcission user who opts
to use this service may demonstrate the adequacy of their Capacity Resources.5 This
demonstration is erri.bodied in a Fixed Resource Requirement Capacity Plan that describes a
portfolio of the generation, demand resources, energy efficiency, Interruptible Load for
Reliability, and transmission upgrades it plans to use to meet the Capacity Resource
requireme;lts for the territory.6 The 0hio Supreme Court has noted that regional
transmission orga.ni.zations, such as PJM, provide transmission services through FERC
approved rates and taariffs.? Thus, the Fixed Resource Requirement is a conunitrn+ent to
provide a transmission service pursuant to the tariffs filed by PJM with FERC.

As established in this matter, AEP-Ohio has committed to provide the Fixed
Resource Requirement for all transrnission users offering electricity fox sale to retail
customers within the footprint of its sy5tem., No other entity may provide this service
during the term of the current AEP-Ohio Fixed Resource Requirement Capacity Plan:.

Commission. Au.thoritv to Eskablish State Compensatian Method
for the Fixed Resource Requirement Service

Chapter 492$, Revised Code, defines "retail electric service" to mean any service
involved in the supply or arranging for the supply of electricity to ultimate consumers in
this state, from the point of generation to the point of consumption.. For purposes of
Chapter 4928, Revised Code, retail electric service includes, among other things,
transmission service.8 As discussed, supra, AEI'-C7hio is the sole provider of the Fixed
Resource Requirement service for other transmission users operating within its footprint
un4fl the expiration of its obligation on June 1, 2015. As such, this service is a
"nonconi.petitive retail electric service" pursuant to Sections 4928.01(A:)(21) and 4928.03,
Revised Code. This Commission is empowered to set rates for noncompetitive retail electric
services. VOhile PJM could certai.rdy propose a tariff for FERC adoption directing PJM to

3 Reliability Assurance Agreement, Schedule 6, Procedures for Demand Resources, ILR, and Energy
Efficiency.

`i Reliability Assurance Agreement Schedule 8.1, Section D.6.

s Reliatrility Assurance Agreement, Section 1.29 defines the Fixed Resource Requirement Capacity Plazt to
mean a dong-tenn plan for the commftment of Capacity Resources to satisfy the capacity obJigatioats of a
Party that has elected the FRR Alternative, as more fully set forth in Schedule 8.1 to this Agreement

6
Reliability Assurance A.greem.ent, Section 7.4, Fixed Resource Requirement Aiterrzative,

7 C?hio Consumers' Coarnset v. PI,ICO,111 Ohio St3d. 584,856 N.E.2d 940 (2006).
8 Section 4928.01(A)(27), Revised Code.
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establish: a compensation method for Fixed Resource Requirement service, it has opted not
to do so in favor of a state compensation method when a state chooses to establish one.
When this Comrnission chooses to establish a state compensation method for a
non.cornpetitive retail electric service, the adopted rate nYust be just and reasonable based
upon traditional cost-of-service principles.

This Comrrjission previously established a state compensation inethod for AEF-
C)hio's Fixed Resource Requirement service wit:hin AEP-Ohio's initial E SP. A.EP-Cphio
received compensation for its Fixed Resource Requirement service through both the
provider of last resort charges to certain retail shopping customers and a capacity charge
levied on competitive retail providers that was established by the three-year capacity
auction conducted by PJM.9 Since the Commission adopted this cnmpensation method, the
Ohio Supreme Court reversed the authorized provider of last resort charges,30 and the
auction value of the capacity charges has fallen precipitously, as has the relative proportion
of shoppers to non-shoppers.

I agree with the majority that the Com:rnission is empowered pursuant to its general
supervisory authority found in Sections 4905.04, 4905.05, and 4905.06, Revised Code to
establish an appropriate rate for the Fixed Resource Requirem:ent service. I also agree that
pursuant to regulatory authority under Chapter 4905, Revised Code, as well as Chapter
4909, Revised Code a cost-based compensation method is necessary and appropriate.
Additionally, I find that because the Fixed Resource Requirement is a noncompetitive retail
electric service, the Comrussion must establish the appropriate rate based upon traditional
cost of service principles. Finally, I find specific authority within Section 4909.13, Revised
Code, for a process by jvhich the Commission may cause further hearings and
investigations and may examzne into all matters which may change, modify, or affect any
finding of fact previously made, Given the change in circumstances since the Conimisszon
adopted the i:zzitiat state compensation for AEP-Ohio's Fixed Resource Requirement service,
it is appropriate for the Commissicin to revisit and adjust that rate to reflect current
circurnstances as we have today.

"Deferral"

In prior cases, this Commission has levied a.rate or tariff on a group of customers but
deferred collection of revenues due from that group untz1, a later date. In this instance, the
majority proposes to establish a rate for the Fixed Resource Requirement service provided

9 in tJae Matter of the Apptzrzation of Cc,lumbias ScnttJze.rn Pourer Companyfcr ,Approvrti of an _PIectric Securiiy Plan;
an Amendment to its Corporate Separation Plan; and the Sale or Transfer of Certain Generating Assets, Case No.
08-917-EL-SSO, et a1., Opinion and C?rder (Marcf ► 18, 2009), Eniry on Rehearing (July 23, 2009); In fhe Matterof the Commission Review of tFw Capacity Charges of Ohio Power Company and Cotrintbtcs Southern Power
Company, Case Iti1o.1U-2929-EL-UNC, atry (December 8, 2010).

20 In re Application ofColumbus S. Power Co., 1:28 Ohio St_3d 512 (2011).
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by AEP-Ohio to other tra,ns.rnission users but then to discount that rate such that the
transmission users will never pay it. The difference between the authorized rate and that
paid by the other transrrtission users will be booked for future payment not by the
transmission users but by retail electricity customers. The stated purpose of this device is to
promote competition.

As an initial matter, I am not convinced on the record before us that competition has
suffered sufficiently or will suffer sufficiently during the remairdng term of the Fixed
Resource Requirement as the result of the state compensation method to warrant
intervention in the market. Tf it did, the Commission could consider regulatory options
such as shopping credits granted to the consumers to promote consumer entry into the
market. With more buyers in the market, in theory, more sellers should enter a,nd prices
should fall. The method selected by the majority, however, attempts to entice rnore sellers
to the market by offering a significant, no-st-rings-attached, unearned !benefit. This policy
choice operates on faith alone that sellers will compete at levels that drop energy prices
while transferring the unearned discount to consumers. If the retail providers do not pass
along the entirety of the discount, then consumers will certaixily and inevitably pay twice
for the discount today granted to the retail suppliers. To be clear, unless every retail
provider disgorges 100 percent of the discount to consumers in the form of lower prices,
shopping consumers wil7l pay more for Fixed Resource Requirements service than the retail
provider did. This represents the first payrnent by the consumer for the service. Then the
deferral, with carrying costs, will come due and the consumer will pay for it a1I over again -
plus interest.

I find that that the nzechanism. labeled a"deferral" in the majority opinion is an
unnecessary, ineffective, and costly uiterverition into the market that I cannot support.
Thus, I dissent from those portions of the majority opiriion adopting this mechanism.

CYieryl L. Roberto

CLR/sc

Entered in the Journ

Barcy F. iVicNeat
Secretary
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BEFORE

THE PUBLIC'> UTILITIES COMMISSION OF OHIO

In the Matter of the Commission Review )
of the Capacity Charges of Ohio Power
Company and. Columbus Southern Power ) Case No. 10-^^^9-EL-ITNC

)Company.

ENTRY ON REHEARING

T1-ie Commission finds:

(1) On March 18, 2009, in Case No. 08-917-EI.-SSO, et czl., the
Commission issued its opinioxt and order regarding the
application for an electric security plan (ESP) for Columbus
Southern I'ower Company (CSP) and Ohio Power
Company (OP) (jointly, AF.I' Oh.io or the Compaizy),l
purscaant to Section 4928.143, Revised Code (ESP 1 Order).2
The ESP 1 Order was appealed to the Ohio Supreme Court
and subsequently remanded to the Commission for further
proceedings.

(2) On November 1, 2010, American Electric Power Service
Corporation (AEPSC), on behalf of AEP-Ohio, filed an
application with the Federal Energy Regulatory
Commission (FERC) in FERC Docket No. ER11-1995. On
November 24, 2010, at the dxrectzon of FERC, AEPSC
refiled the application in FERC Docket No. ER11-2183
(FERC filing). The application proposed to change the
basis for compensation for capacity costs to a cost-based
mechanism, puzstaant to Section 205 of the Federal Power
Act and Section D.8 of Schedule 8.1 of the Reliability
Assurance Agreement (RAA) for the regional transl-nission
organization, PJM hi.terconnection, LLC (PJM), and
included proposed formula rate templates under which
AEP-Ohio would calculate its capacity costs.

By entry issued on March 7, 2012, the Commission approved and confirtned the merger of CSP into
OP, effective L?ecember 31, 2011. In the Matter of the Application of Oltio Pozuer Company and Colurnbus
Southern P'ozver Compctny for Au€lzvrr"ty to Ivierge and Related Apirrovals, Case No. l0-2376-Et.-Ul'JC.

2 In the Matter of the Apptitation: of C©lurnbus Southern Power Contpany frr Approval of an Electric Security
Plan; an Amendment to its Corporate Separation Plan; and the Sale or Transfer of Certain Generating Assets,
Case No. 08-917-8L-590; In the Matter of the Application ol" C3hio Pozuer Corripany for Approz7Af of its
Electric Security PJan; and an Arnenctment to its Corporate Separation Plan, Case No, 08-918-EL-SSO.
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(3) By entry issued on December 8, 2010, in the above-
captioned case, the Commissioz-i found that an
investigation was necessary in order to determirte the
impact of the proposed change to AEP-Ohio's capacity
charge (Initial Entry), Consequently, the Commissi.on
sought public comments regarding the following issues: (1)
what changes to t-he current state compensation mechanisni
(SCM) were appropriate to determine AEP-Ohio's fixed
resource requirement (FRR.) capacity charge to Ohio
competitive retail electric service (CRES) providers, which
are referred to as alternative load serving entities within
PJM; (2) the degree to which AEP-Ohio's capacity charge
was currently being recovered thxoazgh retail rates
approved by the Commission or other capacity charges;
and (3) the impact of AEP-Ogiio's capacity charge upon
CRES providers and retail competition in Ohio.
Additionally, in light of the change proposed by AEP-Cihzo,
the Commission explicitly adopted as the SCM for the
Company, during the pendency of the review, the current
capacity charge established by the three-year capacity
auction conducted by PJM based on its reliability pricing
model (RPM).

(4) Section 4903.10, Revised Code, states that any party who
has entered an appearance in a Commission proceeding
tnay apply for a rehearing with respect to any matters
determined therein by filing an application within 30 days
after the entry of the order upon the Comn7ission's journal.

(5) On January 7, 2011, AEP-Ohio filed an application for
rehearing of the Initial Entry. Memoranda contra AEP-
Ohio's application for rehearing were filed by Industrial
Energy 'Users-0hict (IEU-0hict)j FirstEnergy Solutions
Corp. (FES); Ohio I'artrters for Affordable Energy (C)PAE)3,
and Constellation Energy Commodities Group, Inc. and
Constellation NewEnergy, hic, (jointly, ConstellatiQn),

(6) On January 27, 2011, in Case No. 11-346-EL-SSO, et at.,
AEP-Ohio filed an application _for a standard service offer

3 On November 17, 2011, Ot'AC filed a ttotice of withdrawal from this case.

-2-
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(SSO) in th.e form of a neiv ESP, pursuant to Section
4928.143, Revised Code (ESP 2 Case).4

(7) By entry dated February 2, 2011, the Commission granted
rehearing of the Initial Entry for further consideration of
the matters specified in AEP-Ohio's application for
rehearing. The Commission noted that the SCM adopted
in the Inifial Entry would remain in effect during the
pendency of its review.

(8) By entry issued on August 11, 2011, the attorney examiner
set a procedural schedule in order to establish an
evidentiary record on a proper SCM. The evidentiary
hearing was scheduled to commence on October 4, 2011,
and interested parties were directed to develop an
evidentiary record on the appropriate capacity cost
pricing/recovery mechanism, including, if necessary, the
appropriate components of any proposed capacity cost
recovery mechanism.

(9) On September 7, 2011, a stipulation and recoinmendatinn
(ESP 2 Stipulation) was filed by AEP-Ohio, Staff, and other
parties to resolve the issues raised in the ESP 2 Case and
several other cases pending before the Commission
(consolidated cases),5 including the above-captioned case.
Pursuant to aiz entry issued on September 16, 2011, the
consolidated cases were consolidated for the sole purpose
of considering the ESP 2 Stipulation. The September M,
2011, entry also stayed the procedural schedules in the

_3_

4 In the Matter of the Appdication of Columbus Southern Power Company and Ohio Power Company for
Authority to Establish a Stalldard Service Offer PurS2UdY1t to Section 4928.743, Revised Code, in the I'ort71 of
an Electric Security Plat'a, Case No. 11-346-EL-SSO and 11 ,34E3-EL-SS0; In the Matter of the Application
of Columbus Southern Pozuer Company and Ohio Power Corntsan f for Approval of Certain Accounting
Authority, Case No. 11-349-EL-AAM and 11-350-EL-AAM.

5 In the MRttBr of the Application of Ohio Power Co1TTpttnt, (ifld CoXtltnbtls Southern Power Company for
Ai4thority to Merge and Related Approvals, Case No. 10-2376-EI. UNC; In the Matter of the Application of
Coturnbus Southern Power Coznpanrl to Amend its Emergency Curtaihrtent Service Riders, Case No. 10-
343-EL-AT'A; In the Matter of the Application of Ohio Power Company to Amend its I:rnergertcy
Curtailment Service Riders, Case No, 10-344-EL-ATA; In the Matter of the Comnaission Review of the
Capacity Cnarges of Ohio 1'ower Coinpany and Columbus Southern Power C.onapar: y, Case No.10-2929-EL-
tiNC; In the Matter of the Application of Coiasmbus Southern Pozrier Cornpany for Approval of a Mechanism
to Recover Deferred Fuel Costs Pursuant to Section 4928.144, Revised Code, Case No. 11-4920-EL-RDR; in
the Matter of the 11 pplication of Ohio Power Company for Approval of a Mechanism to Recover Deferred Fuel
Costs Pursuant to Section 4928.144, Revised C'ode, Case No. 11-4921-EL-RDR.
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pending cases, including this proceeding, until the
Commission specifically ordered otherwise. The
evidentiary hearing on the ESP 2 5tipulation commenced
on C3ctober 4, 2011, and concluded on October 27, 2011.

(10) On December 14, 2011, the Commission issued an opinion
and order in the corisolidated cases, modifying and
adopting the FSP 2Stipulation, including its two-tier
capacity pricing mechanism (Initial ESP 2 Order). On
January 23, 2012, the Commission issued an entry
clarifying certain aspects of the Initial ESP 2 Order (Initial
E5P 2 Clarification Entry). Subsequently, on February 23,
2012, the Commission issued an entry on rehearing in the
consolidated cases, granting rehearing in part (Initial ESP 2
Entry on Rehearing). Finding that the signatory parties to
the ESP 2 Stipulation had not met their burden of
demonstrating that the stipulation, as a package, benefits
ratepayers and the public interest, as required by the
Commission's three-part test for the consideration of
stipulations, the Commission rejected the ESP 2 Stipulation.
The Commission directed AEP-Ohio to file, no later than
February 28, 2012, new proposed tariffs to continue the
provisions, terins, and conditions of its previous ESP,
including an appropriate application of capacity charges
under the approved SCM established in the present case.

(11) By entry issued on March 7, 2012, in the above-captioned
case, the Commission implemented an interim capacity
pricing mechanism proposed by AEP-Ohio in a motion for
relief filed on February 27, 2012 (Interim IZelief Entry).
Specificalty, the Commission approved a two-tier capacity
pricirtg mechanism modeled after the one recommended in
the ESP 2 Stipulation. Approval of the interim capacity
pricing mechanism was subject to the clarifications
contained in the Initial ESP 2 Clarification Entry issued in
the consolidated cases, including the clari.fication to include
mercantile customers as governmental aggregation
customers eligible to receive capacity pricing based on
PJM's RPM. Under the two-tier capacity pricing
mechanism, the first 21 percent of each customer class was
entitled to tier-one, R-PM-based capacity pricing. All
customers of governmental aggregations approved on or

-4-
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before November 8, 2011, were also entitled to receive tier-
one, RPM-based capacity pricing. For all other customers,
the second-tier charge for capacity was $255/:megawatt-
day (MW-day). In accordance with the Interim Relief
Entry, the interim rate was to remain in effect until May 31,
2012, at which point the charge for capacity under the SCM
would revert to the current RPM price in effect pursuant to
the PJM base residual auction for the 2012/2013 delivery
year.

(12) On March 14, 2012, an application €or rehearing of the
Interim Relief Entry was filed by the Retail Energy Supply
Association (RESA). Applications for rehearing were also
filed by FES and IEt7-C3hio on March 21, 2012, and March
27, 2012, respectively. Memoranda contra the applications
for rehearing were filed by AEP-Ohio.

(13) By entry issued on April 11, 2012, the Commission granted
rehearing of the Interim Relief Entry for further
coi-rsideration of the matters specified in the applications
for rehearing filed by RESA, FES, and IEU-Ohio.

(14) The evidentiary hearing in this case commenced on April
1 7, 2012, and concluded on May 15, 2012,

(15) On April 30, 2012, AEP-Ohio filed a motion for extension of
the iziterim relief granted by the Commission in the Interim
Relief Entry. By entry issued on May 30, 2012, the
Commission approved an extension of the interim capacity
pricing mechanism through July 2, 2012 (Interim Relief
Extension Entry),

(16) On jiuze 15, 2012, an application for rehearing of the
Interim Relief Extension Entry was fiied by FES.
Applications for rehearing were also filed by IEU-Ohio and
the Ohio Manufacturers' Association (OMA) on June 19,
2012, and Jane 20, 2012, respectively. A memorandum
contra the applications for rehearing was filed by AEP-
Ohio on June 25, 2012.

(17) By opinion and order issued on July 2, 2012, the
Commission approved a capacity pricing mechanism for
AEP-Ohio (Capacity Order). The Commission established

-5-
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$188.88/MW-day as the appropriate charge to enable AEP-
Ohio to recover its capacity costs pursuant to its FTiIZ
obligations frorn CRES providers. However, the
Comrnission also directed that AEP-Ohio's capacity cl-iarge
to CRES providers should be the RPM-based rate,
including final zoiial adjustments, on the basis that the
RPM-based rate will promote retail electric competition.
The Commission authorized AEP-Ohio to rnodify its
accounting procedures to defer the incurred capacity costs
not recovered from CRES providers, with the recovery
mechanism to be established in the ESP 2 Case.

(18) By entry on rehearing issued on july 11, 2012, the
Commission granted rehearing of the Interim Relief
Extension Entry for further consideration of the matters
specified in the applications for rehearing filed by FES,
IEl[J-Ohio, and OMA.

(19) On July 20, 2012, AEP-Ohio filed an application for
rehearing of the Capacity Order. The Ohio Energy Group
(OEG) filed an application for rehearing and a corrected
application for rehearing of the Capacity Order on July 26,
2012, and July 27, 2012, respectively. On August 1, 2012,
applications for rehearing of the Capacity Order were filed
by IEt7-Ohio; FES; Ohio Association of School Business
Officials, Ohio School Boards Association., Buckeye
Association of School Administrators, and Ohio Scllools
Council (collectively, Schools); and the Ohio Consumers'
Counsel (OCC). OMA and the Ohio Hospital Association
(OHA) filed a joint application for rehearing on August 1,
2012. Memoranda contra the various applications for
rehearing were filed by Duke Energy Retail Sales, LLC
(Duke); IEU-Ohio; FES; Schools; OMA; OCC; OEG; AEP-
Ohio; RESA; and Interstate Gas Supply, Inc. (IGS). joint
memoranda contra were filed by Constellation and Exelon
Generation Company, LLC (Exelon)6; and by Direct Energy
Services, LLC and Direct Energy Business, LLC (jointly,
Direct Energy), along with RESA.

-6-

6 The joint memoranduxn contra was also signed on behalf of Exelon. Energy Company, Tnc„ wiuch
has not sotight intervention in this proceeding. As a nonJparty, its participation in the joint
memorandum contra was improper and, therefore, will not be afforded any weight by the
Commission.
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(20) On August 7, 2012, OEG filed a znotion for leave to reply
and reply to the memorandum contra filed by AEP-Ohio
on August 6, 2012. On that same date, AEI'-Ohio filed a
motion to strike 0J1G's motion and reply on the grounds
that Rule 4901-1-35, Ohio Administrative Code (O.A.C.),
does not provide for the filing of a reply to a memorandum
contra an application for rehearing.

The Commission finds that OEG's motion is procedurally
deficient in several respects. First, as we have recognized
in prior cases, Rule 4901-1-35, O.A.C., does not contemplate
the filing of a reply to amemorandum contra an
application for rehearing.7 Additionally, although OEG's
filing is styled as a motion and reply, the filin.g is
essentially a reply only, lacking a motion and
memorandum in support. OEG, therefore, also failed to
comply with the requirements for a proper motion, as
specified in Rule 4901:-1-12, O.A.C. In any event, the
Commission has reviewed OEG's filing and finds that OEG
merely reiterates arguments that it has already raised
elsewhere in this proceeding. Accordingly, OEG's motion
for leave to file a reply should be denied and its reply
should not be considered as part of the record in this
proceeding. Further, AEP-Ohio's motion to strike should
be denied as m.oot.

(21) On August 15, 2012, the cominission issued an entry on
rehearing, granting rehearing of the Capacity Order for
further consideration of the matters spec.̂ ified in the
applications for rehearing filed by AEP-Ohia, OEG, IELT-
Ohio, FES, Schools, OMA, OHA, and OGC.

(22) The Commission has reviewed and considered all of the

argun-ients raised in the applications for rehearing of the
Initial Entry, Interim Relief Entry,lnterim Relief Extension
Entry, and Capacity Order. In this entry on rehearing, the
Commission will address all of the assignments of error by
subject matter as set forth below. Any arguments on
rehearing not specifically discussed herein have been

-7_

7 See, e,g., In the Matter of the Corstnrissioit Invesfigntion of the dntrastate Universal Service Discounts, Case
No. 97-632-TP-COI, Entry on Rehearing (july 8, 2009).
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thoroughly and adequately considered by the Commission
and are being denied.

Initial EntY,.y

Jurisdiction and Preeznption

(23) AEP-Ohio asserts that the Initial Entry is unreasonable and

unlawful because the Commission, as a creature of statute,
lacks jurisdiction under both federal.and state law to issue
an order that affects wholesale rates regulated by FERC.
According to AEP-(Jhio, the provision of generation
capacity to CRES pr(ividers is a wholesale transaction that
falls within the exclusive ratemaking jurisdiction. of FERC.
AEP-Ohio adds that no provision of Title 49, Revised Code,
authorizes the Commission to establish wholesale prices
for the Company's provision of capacity to CRES
providers. Additionally, AEP-(Jhia believes that Section
I:3.8 of Schedule 8.1 of the RAA does not allow the
CoTnm1Ssi0i1 to adopt RPM-based capacity pricing as the
SCM. AEI3-Ohio, argues that RPM-based capacity pricing,
as the default option, is an available pricing option only if
there is no SCM.

(24) On a related note, AEP-Ohio also contends that the
portions of the Initial Entry relating to the establishment of
an SCM are in direct conflict with, and preen-tpted by,
federal law. AEP-Ohio notes that Section D.8 of Schedule
8.1 of the IZAA is a provision of a FERC-approved tariff
that is subject to FERC's exclusive jurisdiction. AEP-Ohio
flirther notes that the provision of capacity service to CRES
provideTs is a wholesale transaction that falls exclusively
within FERC's jurisdiction. Accordingly, AEP-Ohic) argues
that the Commission's initiation of this proceeding was an
atten,tpt to delay or derail FEIZC's review of the Company's
FERC filing and to usurp FERC's role in resolving this
rnatter, and that the Comm.zssion has acted without regard
for the supremacy of federal law.

(25) In its memorandum contra, IEU-Ohio contends that the
Co.zxamissian has not exercised jurisdiction over any subject
that is within FERC's exclusive jurisdiction. According to
IEU-Ohio, because AEP-Ohio's POLR charge was proposed

-8..
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and approved as a distribution charge and distribt.ttion
service is subject to the exclusive jurisdiction of the
Commission, the Comm.ission's determination as to what
compensation is provided by the POLR cha.rge raises no
issue that is subject to FERC's jurisdiction. IEU-Ohio also
notes that the Commission has previously rejected the
argument that a specific grant of authority from the
G,eneral Assembly is required before it can make a
determination that has significance for purposes of
implementing a requirement approved by FERC.

(26) FES argues that, pursuant to Section 1J.8 of Schedule 8.1 of
the RAA, AEP-Ohio, as an FRR Entity, has no option to
seek wholesale recovery of capacity costs associated with
retail switching, if an SCM is in place. Additioz-tally, FES
asserts that the Commission has jurisdiction to review
AEP-Ohio's rates. FES emphasizes that AEP-rJhio admits
that the Commission has broad authority to investigate
matters involving Ohio utilities and that the Commission
may explore such matters even as al-t adjunct to its own
partic.̂ ipation in FERC proceedings.

(27) As stated ir-t the Initial Entry, Sections 4905.04, 4905.05, and
4905.06, Revised Code, grant the Commission authority to
supervise and regulate all public utilities within its
jurisdiction. The Commission's explicit adoption of an
SCM for AEP-Ohio was well within the bounds of this
broad statutory authority. Ad.ditionally, we stated in the
Initial Entry that, in light of AEPSC's FERC filing, a review
was n.ecessary to evaluate the impact of the proposed
change to AEP-Ohio's existing capacity charge. Section
4905.26, Revised Code, provides the Co:mrnissiol-i with
considerable authority to initiate proceedings to izzvestigate
the reasonableness of any rate or charge rendered or
proposed to be rendered by a public utility, which the Ohio
Supreme Court has affirmed on several occasions.8 We
therefore, grant rehearing for the limited purpose of
clarifying that the investigation initiated by the
Commission in this proceeding was consistent with Section

-9-

See, e.g., Ohio Coresu»urs' Counset v. Pub. I..Itit. Comrtr,, 110 Ohio St,3d 394, 40(} (2006); Aidnet
Comnaunications Services, Inc. v. Pub. IItiT, Cornm., 32 Ohio St.3d 115, 117 (1987); Ohio z:itiTities Co. v.
Pub. Util. Cornrra., 58 Ohio St.2d 153,156-158 (1979).
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4905.26, Revised. Code, as well as with our authority tinder
Sections 4945.04, 4905.05, and 4905.06, Revised Code.

The Commission disagrees with AEP-Ohio that we have
acted in an area that is reserved exclusively to FERC or that
our actions are preempted by federal law. Although
wholesale transactions are generally subject to the
exclusive jurisdiction of FERC, the Commission exercised
jurisdiction in this case for the sole purpose of establishing
an appropriate SCM upon review of AEP-CJhio's proposed
capacity charge. In doing so, the Commission acted
consistent with the governing section of the RAA, which, as
a part of PJM's tariffs, has been approved by FERC. Section
D.8 of Schedule 8.1 of the RAA acknowledges the authority
of the Commission to establish an SCM that, once
established, prevails over the other compensation methods
addressed in that section. In fact, following issuance of the
Initial Entry, FE13C rejected AEPSC's proposed formttla
rate in light of the fact that the Commission had established
the SCM.9 Therefore, we do not agree that we have
intruded upon FERC's domain.

Provider of Last R.esort (PC3I.,R) Char&e

{28} AEP-Ohio contends that the Initial Entry is unlawful and
unreasonable in finding that the POLR charge approved in
the ESP 1 Order reflected the Company's cost of supplying
capacity for retail loads served by CRES providers and that
the POLR charge was based upon the continued use of
RPM pricing to set the capacity charge for CRES providers.
AEP-Ohio notes that the POLR charge related to an entirely
different service and was based on an entirely different set
of costs than the capacity rates provided for under Section
D.8 of Schedule 8.1 of the RAA. Specif?cally, AEI'-Ohio
points out that the PC.7Z.,R. charge was based on the right of
retail customers to switch to a CRES provider and
subsequently return to the Company for generation service
under SSO rates, whereas the capacity charge compensates
the Company for its wholesale FRR capacity obligations to
CRES providers that serve shopping customers. AEP-Ohio
argues that its retail POLR charge was not the SCM

9 Arnericart Electric Power Service Corporation, 134 FERC'9[ 61,039 (2011).

-10-
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envisioned under the RAA and did not compensate the
Company for the wholesale capacity that it makes available
as azi FRR Entity under the RAA.

(29) In its memorandum contra, IEU-Ohio argues that AEP-
Ohio's POLR charge, as it was proposed by the Company
and largely approved by the Commission in the ESP 1
Order, included compensation for capacity costs. FES
agrees with IEU-Ohio that the POLR charge recovered
capacity costs associated with retail switching. Both IEU-
Ohio and FES note that .A,EP-Ohio°s testimony in support
of the POLP. charge indicated that the charge would
compensate the Company for the challenges of providing
capacity and energy on short xtntice. FES adds that AEP-
Ohio's POLR charge and its wholesale capacity charge
were both intended to recover capacity costs a5sociated
with accommodating retail choice and ultimately pay for
the same generating capacity. FES and Constellation assert
that AEP-Ohio's POLR charge was the SCM, contrary to
the Company's claim_

{30} In the Initial Entry, t}1e Commission noted that it had
approved retail rates for AEP-Ohio, iz-ecluding recovery of
capacity costs through the POLR charge to certain retail
shopping customers, based upori the continuation of tlle
ce.irrent capacity charges established by PJM's capacity
auction. We find no error in having made this finding. The
Commission approved AEP-Ohio's retail rates, including
the POLR charge, in the ESP 1 Order. For the n-tost part,
the POLR cliarge was approved by the Commission as it
was proposed by AEP-Ohio.10 AEP-Ohio's testimony in
support of the I'C.)LR charge indicates that various inputs
were used by the Company to calculate the proposed
charge.11 One of these inputs was the rnarket price, a large
component of which was intended to reflect AEP-Ohio's
capacity obligations as a member of PJM. Although the
purpose of the POLR charge was to compensate AEP-Ohio
for the risk associated with its POLR obligation, we
nonetheless find that the POLR charge was approved, in

10 ESP 1 Order at 38-40.

11 Cos. Ex. 2-A a€-12-14, 31-32; Tr. XI at 76-77; Tr. XIV at 245.

-11.-
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part, to recover capacity costs associated with customer
shoppi.ng. Accordingly, we find that AEP-Ohio's request
for rehearing should be denied.

Due Process

(31) AEP-Ohio argues that the Initial Entry was issued in a
nianner that denied the Company due process and violated
various statutes, including Sections 4903.09, 4905.26, and
4909.16, Revised Code. AEP-Ohio notes that, absextt an
em:ergency sit^aation under Section. 4909.16, Revised Code,
the Cozli.mission must provide notice and a hearing before
setting a rate. AEP-Ohio argues that there is no emergency
in the present case and that the Commission was, therefore,
required to provide notice ar ►d a hearing pursuant to the
procedural reqtrireznents of Section 4905.26, Revised Code,
prior to imposing a capacity pricing mechanism that is
different from the mechanism proposed by the Company in
its FERC filirig, Additionally, AEP-Ohio argues that the
Initial Entry was issued in the absence of any record and
that it provides little explanation as to. how the
Commission arrived at its decision to establish a capacity
rate, contrary to Section 4903,09, Revised Code.

(32) TEU-Ohio responds that the Initial Entry did not establish
or alter any of AEP-Ohio's rates or charges and that the
entry merely confii-med Wh.at the Commission had
previously determined.

(33) The Commission finds no merit in AEP-Ohio's due process
claims. The Initial Ezztry upheld a charge that had been
previously established in the ESP 1 Order. The Initial Entry
did not institute or even modify AEP-Ohio's capacity
charge, which was based on RPM pricing both before and
after issuance of the entxy. The purpose of the Initiat Entry
was to expressly establish the SCM and maintain RPM
pricing as the basis for the SCM during the pendency of the
review of AEP-Ohio's proposed change to its capacity
charge. Additionally, we find tli.at the rafiionale behind the
Initial Entry was sufficiently explained, consistent with the
requirements of Section 4903.09, Revised Code. The
Commission clearly indicated that it was necessary to
explicitly establish the SCM based on RPM capacity pricing

--12-
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in light of AEPSC's FERC filing proposing a cost-based
capacity charge. 'Chus, AEP-Ohio's request for rehearing
should be denied.

Interim IZelief En!ixy

Jurisdiction

(34) IEU-C)hio argues that the Interim Relief Entry is unlawful

because the Comxnission is without subject matter

jurisdiction to establish a cost-based, capacity charge in this

proceeding. IEU-Clhio notes that the Conlmission's

raternaking authority under state law is governed by

statute. According to IEU-Ohio, this case is not properly
before the Commission, regardless of whether capacity

service is considered a competitive or noncompetitive retail
electric service.

(35) AS discussed abo-ve with respect to the Initial Entry and
addressed further below in regard to the Capacity Order,
the Commission finds that it has jurisdiction under state
law to establish an SCM, pursuant to the general
supervisory authority granted by Sections 4905.04, 490 5.05,
and 4905.06, Revised Code, and that our review was

consistent with our broad investigative aLtthoxity under
Section 4905.26, Revised Code. The Ohio Supreme Court

has recognized the Commission's authority to investigate
an existing rate and, following a hearing, to order a new
rate.12 Additionally, we believe that a cost-based SCM may
be established for AEP'-fJhio's FRR capacity obligations,
pursuant to our regulatory authority under Chapter 4905,
Revised Code, as well as Chapter 4909, Revised Code,
which enable the Coar.mission to use its traditional
regulatory authority to approve rates that are based on
cost. We find, therefore, that IEU-Ohio's request for
rehearing should be denied.

-13-

12 Ohio Consumers' Cfacn5el v, Pub. Util. Comm., 110 Ohio St.3d 394,400 (2006); OTiafl Lltiiities Co. v. Pub,
t,itil. Cornrn., 58 Ohio St.2ci 153, 256-158 (1979).
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Process

(36) FES and. IEU-O:hio contend that the Interim, Relief Entry is
uatreason.able, unlawful, and procedurally defective
because it effectively allowed AEP-Ohio to avoid the
statutory procedures to seek the relief granted by the
entry.13 FES and IEU-C.7hio argue that there is no remedy
or procedure to seek relief from a Commission order other
than to file an application for rehearing pursuant to Section
4903.10, Revised Code, and that the Commission, in
granting AEP-Ohio's motion for relief, allowed the
Compa;iy to bypass the rehearing process. IEU-Qhio adds
that the Coirtmis5ion abrogated its prior order directing the
Company to iinplement RPM-based capacity pricing upon
rejection of the ESP 2 Stipulation, without determining that
the prior order was unjust or unwarranted.

(37) IEU-C3hio also asserts that the Interim Relief Entry is
unlawful and unreasonable because the Cornmission failed
to comply with the emergency rate relief provisions found
in Section 4909.16, Revised Code. IEU-Ohio acids that AEP-
Ohio has not invoked the Cnmmission`s emergency
authority pursuant to that statute and, in any event, the
Company failed to present a case supporting emergency
rate relief.

(38) AEP-Ohio responds that its inotion for relief did not seek to
revise the Initial ESP 2 Entry on Rehearing, which rejected
the ESP 2 Stipulation. Rather, AEP-t?hio submits that the
motion was filed, pursuant to Rule 4901-1-12, 0.A.C., for
the purpose of seeking interim relief during the pervdency
of the ESP 2 Case and the present proceedings. AEP-Ohio
adds that the motion for relief was properly granted based
on the evidence and that arguments to the contrary have
already been considered and rejected by the Commissiort.

(39) The Commission finds that no new arguments have been
raised regarding the process by which AEP-Ohio sought,
and the Commission granted, interim relief. Althotigh we
recognized in the Iinterim Relief Entry that AEP-C?h.io may

-I.4-

73 IEU-Oliio joixis in the application for rehearing filed by FES, in addition to raising its own
assignments of error.
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have other means to challenge or seek relief from an

interim SCM based on RPM capacity pricing, tve also
found that the Commission is vested with the authority to
modify the SCM that we established in the Initial Entry.
We continue to believe that, just as we have the necessary
authority to establish the SCM, as discussed elsewhere in
this entry, so too may we modify the SCM. Accordingly,
FES' and I.EU-CJhio's assignments of error should be
denied.

Evideritiarv Record and Basis for Commission's Decision

(40) FES asserts that the Interim 12elief Entry is unlawful and
unreasonable in that it authorized AEP-Ohio to recover a
capacity rate allegedly based on its full embedded costs,
which costs are not authorized by the RAA, are not
recoverable under Ohio law, and do not reflect an offset for
energy reve:nues. FES contends that, because the ESP 2
Stipulation was rejected, the Commission lacks a record
basis to approve the negotiated rate of $255/MW-day as an
element of the interim SCM.

(41) FES further argues that the Interim Relief Entry is not
based on probative evidence that AEP-Ohio would suffer
immediate or irreparable financial harm under RPM-based
capacity pricing. FES adds that the Comniission erred in
relying o71 AEP-Ohio's loss of revenues from its unlawful
POLR, charge as further justification for the tier-two rate of
$255/IVIfiJV-day.

(42) AEP-C?hio replies that FES' argLUnei-tts regarding the two-
tiered capacity pricing structure have already been
considered and rejected by the Cominissian on more than
one occasion.

(43) IE'U-®hio asserts that tP7e Interim Relief Entry is unlawful
and unreasonable because there is no record, to support the
Commission's finding that the SCM could risk an unjust
and unreasonable result, Like FES, IEU-Ohio argues that it
was unreasonable for the Commission to rely on the fact
that AEP-tJhio is no longer recovering its POLR costs as
support for . the interim SCM, when ti-te Commission
previously determined that the POLR charge was not
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justified. Further, IEU-Ohio contends that the Commission
unreasar►ably relied on evidence supporting the ESP 2
Stiprzlaticsn, given that the Commission rejected the
stip-ulation az-id elected instead to restart this proceeding.
Finally, regarding the Commission's reasoning that AEP-
Ohio must share off-system sales (OSS) revenues with its
affiliates pursuant to the AEP East Interconnection
Agreement (pool agreement), IEU-Ohio notes that there is
no evidence addressing any shortfall that may occur.

(44) AEP-Ohio contends that its motion for relief was properly
made =and properly granted by the Commission based on
probative evidence in the record. According to AEP-Ohio,
the Commission recognized that the Cornpany's ability to
mitigate capacity costs with off-system energy sales is
limited. AEP-Ohio adds that the Cornxnission's eventual
determination that the Company may not assess a POLR
charge does not contradict the fact that the Commission
initially relied upon the Company's POLR charge in setting
RPM-based capacity pricing as the SCM in the Irnitial Entry.

(45) IEU-Ohio also argues that the :[nterim Relief Entry is
unlawful and unreasonab_te because the rate increase is not
based on any economic justification as required by
Commission precedent. According to IEU-Ohio, the
Commission stated, in the ESP 1 Order, that AEP-Ohio
must demonstrate the economic basis for a rate increase in
the context of a fuil rate review. IEU-Ohio argues that,
contrary to this precedent, AEP-Ohio made no showing,
and the Commission made no finding, that the Company
was suffering an econoinic shortfall.

(46) The Commission again rejects claims that the relief granted
in the Interim Relief Entry was not based on record
evidence. The present case was consolidated with the
ESP 2 Case and the other consolidated cases for the
Purpose ©f considering the ESP 2 Stipulation. As we noted
in the Interim Relief Entry, the testimony and exhibits
admitted into the record for that purpose remain a part of
the record in this proceeding. Although the Commission
subsequently rejected the ESP 2 Stipulation, that action did
not purge the evidence from the record in this case. It was
thus appropriate for the Commission to rely upon that

-16-
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evidence as a basis for granting AEP-Ohio's motion for
interim relief.

In the Interim Relief Entry, the Commission cited three
reasons justifying the interim relief granted, specifically the
elimination of AEP-Ohio's POLR charge, the operation of
the pool agreement, and evidence indicating that RPM-
based capacity pricing is below the Company's capacity
costs. With respect to the POLR charge, we merely noted
that AEP-Ohio was no longer receiving a revenue stream
that was intended, in part, to enable the Company to
recover capacity costs. Although the Crammission
determined that AEP-Ohio's .PC3I.;R charge was not
supported by the record on remand, nothing in that orcler
negated the fact that there are capacity costs associated
with^: an electric distribution utility's POLR obligation and
that such costs may be properly recoverable upon a proper
record.14 Having noted that AEP-C?hio was no longer
receiving recovery of capacity costs through the POLR
charge, the Commission next pointed to evidence in the
record of the consolidated cases indicating that the
Company's capacity costs fall soixtewhere within the range
of $57.35/MW-day to $355.72/MW-day, as a merged
entity. Finally, we noted that, although AEP-Ohio may sell
its excess supply into the wholesale market when retail
customers switch to CRES providers, the pool agreement
iimits the" Com.pan.y's ability to fully benefit from these
sales, as the margins must be shared with its affiliates.15
Although IEU-Ohio argues that AEP-Ohio failed to
demonstrate any shortfall resulting from the operation of
the pool agreement or any other economic justification for
the interim rate relief, IEU-Ohio offers insufficient support
for its theory that the Company must make such a
showing. We have previously rejected IEU-Ohio's
argument that the Commission broadly stated in the ESP 1

-17-

14 In the Matter of the Application of Columbus Southern Power Company for Approval of an Electric Seczirity
Plan; an Arrrendrrient to its Corporate Separation Plan; and the Sale or Transfer of Certain Generating Assets,
Case No. 08-917-EL-SISQ, et ai., Order on Rema.nd (October 3,2011).

15 AEP-Ohio Ex. 7 at 77.
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Order that AEP-Clhio must demonstrate the economic basis
for a rate increase in the context of a full rate review.16

In light of the evidence discussed above, the Commission
reasonably concluded that an SCM based on the current
RPM pricing could risk an unjust and unreasonable result
for AEP-Ohio. We deterrnined that the two-tier capacity
pricing mechanism, as proposed by AEP-C}hio and
znodified by the Commission, should be approved on an
interim basis, with the first tier based on RPM pricing, and
the second tier fixed at $255/MW-day, representing a
reasonable charge in the mid portion of the range reflected
in the record. Upon review of the arguments raised on
rehearing, we coiitinue to believe that our rationale for
granting AEP-Ohio's interim relief was thoroughly
explained, warranted under the ui-i.ique circ#,tmstances, and
supported by the evideztce of record in the consolidated
cases. Accordingly, FES' and lEU-C7hio'S requests for
rehearing should be denied,

Discriminatory P^

(47) FES argues that the Interirn Relief Entry established an

interim SCM that imposed on certain customers a capacity
price that was two times more than other customers paid,

contrary to the Commission's duty to ensure
nondiscriminatory pricing and an effective competitive
market, and in violation of Sections 4905.33, 4905.35,
4928.02, and 4918,17, Revised Code.

(48) Similarly, IEU-Ohio contends that the Interim Relief Entry
is unlawful because the resulting rates were unduly
cliscriminatosy and not comparable. IEU-U:Iuo notes that
the interim SCM authorized two different capacity rates
without any demonstration that the difference was
justified. IEU-®hio adds that there has been no showing
that the capacity rates for CRES providers were comparable
to the capacity costs paid by SSO customers.

-18-

16 In the 1wlatter of the Application of Columbcls Southern Power Cornpartf for Approval of an Etectric Security
Plan; an Amendment to its Corporate Separation Plan; and the Sale or Transfer of Certain Generating Assets,
Case No. 0$-917-1EL-SvQ, et al., Entry on IZehearing (December 14, 2011), at 5-6.
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(49) In response to many of IEU-Ohio`s various arguments,
including its di5criiruirtation claim, AEP-Ohio contends that
IEU-Ohio improperly attempts to relitigate issues that have
already been considered and rejected by the Commission.

(50) The Commission does not agree that the irsterinl capacity
pricing authorized by the Interim Relief Entry was unduly
discriminatory or otherwise unlawful. We recognize that
custom.ers who acted earlier than others to switch to a
CRES provider benefitted from their prompt acti_oin.
However, as we have determined on prior occasions, this
does not arziount to undue prefereiice nor create a case of
discrimination, given that all customers had an equal
vpportunity to take advantage of the allotted RPM-based
capacity pricing.17 Rehearing on this issue should thus be
denied,

Transition Costs

(51) IEU-Ohio maintains that the Interiin Relief Entry is
unlawful and unreasonable because it permitted AEP-Ohio
to recover transition costs in violation of state law.
According to IEU-Ohio, AEP-Qhio's opportunity to recover
transition costs has ended, pursuant to Section 492$.38,
Revised Code. AEP-Ohio responds that IEU-Ohio merely
repeats an argument that the Comxnission has previo-usly
rejected.

(52) The Comrnission disagrees that the Interim Relief Entry

atrthorized the recovery of transition costs. We do not

believe that the capacity costs associated with AEP-Ohio's

FRR obligations constitute transition costs. Ptirsuant to

Section 4928.39, Revised Code, transition costs are costs

that, among nieeting other criteria, are directly assignable

or allocable to retail electric generation service provided to

electric consumers in this state. AEP-Ohio's provision of

capacity to CRES providers, as required by the Company's

FRR capacity obligations, is not a retail electric service as

-19-

17 See, e.g,, In the Matter of the Application of The Cincinnati Gas & Electric Compcrray fa-r Approval of its
Electric 'TrRnsition Plan, Approval of Tariff Changes and New Tariffs, Authority to Ivlodifif Current
Accounting Procedures, and Approuat to Transfer its Generating Assets to an Exempt W1zolesale Generator,
Case No. 99-1658-EGE'TP, et At., Opinian and Order (August 31, 2000), at 41.
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defined by Section 4928.01(A)(27), Revised Code. The
capacity service in question is not provided directly by
AEP-Ohio to retail customers, but is rather a wholesale
transaction between the Company and CRES providers.
Because AEP-Ohio's capacity costs are not directly
assignable or allocable to retail electric generation service,
they are not transition costs by definition. IEU-Ohio's
assignment of error should be denied.

Allocation of RPM-Based Capaci y Pricine

(53) RESA requests that the Comxnission grant rehearing for the
purpose of clarifying that the Interim Relief Entry did not
authorize AEP-Ohio to revoke RPM-based capacity pricing
to any custon-ter who received such pricing pursuant to the
Commission's approval of the ESP 2 Stipulation. RESA
asserts that, in order to maintain the status quo,
commercial customers that have been receiving RPM-based
capacity pricing should have continued to receive such
pricing. Accoxding to RESA, the Interim Relief Entry did
not direct AEP-Ohio to decrease the number of commercial
customers that were receiving RPM-based capacity pricing.
RESA notes that the Interim Relief Entry states that the first
21 percent of each class shall receive RPM-based capacity
pricing, but it did not require that only 21 percent can
receive such pricing.

RESA argues that it would be unjust and unreasonable to
charge customers that were shopping and receiving RPM-
baseci capacity pricing prior to the Commission's rejection
of the ESP 2 Stipulation, and while the ESP 2 Stipulation
was in place, the tier-two price for capacity. RESA a.l^so
argues that it is unjust and unreasonable to decrease the
amount of RPM-based capacity pricing for the commercial
class from the level authorized in the Initial ESP 2 Order, in
light of the fact that the Commission ordered an expansion
of RPM-based capacity pricing for governmental
aggregation. RESA concludes that the Cornznyssion should
clarify that any customer that began shUpping prior to
September 7, 2012, and received RPM-based capacity
pricing shall be charged such pricing during the period
covered by the .Cnterim Relief Fntry.

-20-
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(54) Like RESA, FES also notes that AEP-C)hio has interpreted
the Interim Relief Entry to allow RPM-based capacity
pricing to be taken away from a significant number of
customers that were shopping as of September 7, 2011,
when the ESP 2 Stipulation was filed. FES notes that both
the ESP 2 Stipulation and the Initial ESP 2 Order
recognized that all shopping customers qualifying for
RPM-based capacity pricing as of September 7, 2E711, would
be entitled to continue to receive such pricing. FES argues
that the Commission should have established an interim
SCM based on. RPM prices or, alternatively, should confirm
that, during the interim period, all customers that were
shopping as of September 7, 2011, should receive RPM-
based capacity pricing.

(55) AEP-Ohio contends that the applications for rehearing of
RESA and FES should be denied, because they are
essentially untimely applications for rehearing of the Initial
ESP 2 Cla_rification Entry in the consolidated cases. AE P-
(Jhio asserts that the Interizn Relief Entry merely coaLfirrned
that the capacity pricing requirements of the Initial ESP 2
Clarification Entry were to continue on an interim basis,
even though the Comrni5sion rejected the ESP 2
Stipulation. AEP-Ohio believes that RESA and FES should
have raised their objections to the capacity pricing
requirements by seeking rehearing of the Initial ESP 2
Clarification Entry. AEP-Ghio further argues that RESA
and FES ignore the fact that the ESP 2 Stipulation was
rejected by the Commission in its entirety, wh.id-i
eliminated all of the benefits of the stipulation, and,
therefore, RESA and FES have no basis upon which to
claim that CRES providers should receive those benefits.

Next, AE.P-C3hio disputes IZESA's characterization of the
status quo, and argues that the Commission maintained the
status quo by retairung the capacity pricing set forth in the
Initial ESP 2 Clarification Entry. Finally, AEP-Ohio asserts
that the Initial ESP 2 Clarification Eniry, which remained in
effect pursuant to the Interim Relief Entry, required that
each customer class receive an allocation of RPM-based
capacity pricing for 21 percent of its load, and did not
permit the reallocation of capacity from one custoi-ner class
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to another. AEP-Ohio argues that RESA. has misconstrued
the Interim Relief Entry in representing the 21 percent as a
minimum, not a maximum.

(56) Initially, the Commission disagrees with AEP-Ohio's

argument that RESA's and FES' applications for rehearir ►g
of the Interim Relief Entry are essentially untimely
applications for rehearing of the Initial ESP 2 Clarification
Entry. Although the Interim Relief Entry was subject to the
clarifications in the Initial ESP 2 Clarification Entry, the
entries are otherwise entirely distinct and were issued for
different purposes. Whereas the Initial ESP 2 Clarification
Entry was issued to clarify the terms of our approval of the
ESP 2 Stipulation, the Interim Relief Entry was issued to
approve an interim SCM in tight of our subsequent
rejection of the ESP 2 Stipulation. We find that the
applications for rehearing of RESA and FES were
appropriate under the circumstances.

Further, the Commission clarifies that all ctxstorners that
were shopping as of Septernber 7, 2011, should have
continued to receive RPM-based capacity pricing during
the period in which the interim SCM was in effect.
Pursuant to the terms of the ESP 2 Stipulation as approved
by the Commission in the Initial ESP 2(7rder, customers
that were taking generation service frcam a CRES provider
as of the date of the ESP 2 Stipulation (i.e:, September 7,
2011) were to continue to be served under the RPM rate
applicable for the remainder of the contract term, including
renewals.18 In the Initial ESP 2 Clarification Entry, the
Comznission confirmed that it had modified the ESI' 2
Stipulation to prohibit the allocation of RPM-based
capacity pricing from one customer class to another and
that this modification dated back to the initial allocation
among the customer classes based on the September 7,
2011, data, This clarification was not xntendeLi to adversely
impact customers already shopping as of September 7,
2011. Likewise, the Interim Relief Entry, which was subject
to the darifications in the Initial ESP 2 Clarification Entry,
was not intended to discontinue RPM-based capacity

18 Initial ESP 2 Order at 25, 54.
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pricing for customers shopping as of September 7, 2011.
AEP-Ohio is directed to make any necessary adjustmeii.ts to
CRES billings tltat occurred during the interim period,
consistent with this clarification.

TnteriYn Iielief Extension Entry

Eviden.tia .v Record and Basis for Commission's Decisiori

(57) FES argues that the Interim Relief Extension Entry is
unreasonable and unlawful because it is not based on
probative or credible evidence that AEP-Ohio would suffer
immediate or irreparable financial harm under RPM-based
capacity pricing. FES asserts that AEP-Ohio's claims
regarding the purported harm that would result from
RPM-based capacity pricing are overstated and
unsupported by any evidence in the record. FES adds that
AEP-Ohio anade no attempt to comply -with the
requiretnents for emergency rate re.lief.

Additionally, FES contends that the Interim Relief
Extc-nsion Ez-itry is unreasonable and unlawfut because it is
in direct conflict with the RAA and RPM, pursuant to
which capacity pricing is not based on a traditional cost-of-
service ratemaking methodology, but is instead intended
only to compensate RPM participants, including FRR
Entities, for ensuring reliability. According to FES,
capacity pricing is not intended to compensate AEP-Ohio
for the cost of its generating assets and ordy the Coarepany's
avoidable costs are relevant.

FES also argues that the Interim Relief Extension Entry is
unreasonable and unlawful because it imposed capacity
pricing above the RPM-based price on tier-one customers
that have always been entitled to RPM-based capacity
pricing, without any explanation or supporting evidence.
FES adds that tier-one customers and CRES providers wzll
be severety prejudiced by the Cornmission's modification.

Finally, FES argues that the Interim Relief Extension Entry
is unreasonable and unlawful because it extended an
improper interim SCM without sufficient justification as to
why the Commission elected to continue above-market

-23-

APPX 94



10-2929-EL-UNC

capacity pricing, despite its earlier determination that the
interin-i rates should: only remain in effect though May 31,
2012. FES contends that the Commission relied on
traditional cost-of-service concepts that have n.o relevance
in this proceeding.

(58) OMA argues that the Commission's approval of AEP-
Ohio's proposal to increase and extend the Company's
interim capacity pricing is not supported by record

evidence. OMA adds that a majority of the Commissiorf
was unable to agree on a rationale for granting the
extension. OMA concludes that the Commission should
reverse its decision to grant the extension or, in the
alternative, retain the interim capacity pricing adopted in
the Interim Relief Entry.

(59) AEP-C7hio responds that the majority of the arguments
raised by FES and OMA have already been considered and
rejected by the Commission on numerous occasions during
the course of the proceeding and should again be rejected.
Regarding the remaining arguments, AEP-Ohio notes that
the Commission thoroughly addressed all of the arguments
tl-tat -were raised in response to the Company's motion for
extension.

(60) As discussed above, the Commission finds that we

thoroughly explained the basis for our decision to grant
interim relief and approve an interim capacity pricing
rnechanism as compen.sation for AEP-Ohio's FRR
obligatinns. In granting an extension of the interim reEief,
the Commission found that the same rationale continired to
apply. In the Tnterim Relief Extension Entry, we explained
that, because the circumstances prompting us to grant the
interim relief had not changed, it was appropriate to
continue the interim relief, in its current form, for an
additional period while the case remained pending. The
Commission aiso specifically noted that various factors had
prolonged the course of the proceeding and delayed a final
resolution, despite the Commission's considerable efforts
to maintain an expeditious schedule. We uphold our belZef
that it was reasonable and appropriate to extend the
interim capacity pricing mechanism under these
circurnstances. Therefore, rehearing should be denied.

-24-
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Extension o# Interim SCM

(61) FES argues that the Interim Relief Extension Entry is
unreasonable and unlawful because it authorized the
extension of an interim SCM that is unlawful, as
demonstrated in FES' application for rehearing of the
Interim Relief Entry. Similarly, IEU-Ohio reiterates the
argumEnts raised in its briefs and application for rehearing
of the Interim Relief Entry. AEP-Ohio replies that the
Commission has already addressed intervenors' arguments
in the course of this proceeding.

(62) As addressed above, the Commission does not agree that
the interim SCM was unlawful. For the same reasons
enumerated above with respect to the Interinrn. Relief Entry,
the Commission finds nothing improper in our extension of
the interim SCM for a brief period.

Due Process

(63) IEU-Ohio contends that the totality of the Commission's
actions during the course of this proceeding violated JEU-
Ohio's due process rights under the Fourteenth
Amendment. IEU-Qhio believes the Commission's conduct
throughout this proceeding has subjected the positions of
parties objecting to AEP-Ohio's demands to condemnation
without trial. In its rzkemoranduYn contra, AEP-Ohio
argues that IEU-C)hio's lengthy descriptio-n of the
procedural history of this proceeding negates its due
process claim.

(64) The Commission finds no merit in IEU-Ohio's due process
claim. Pursuant to the procedural schedule, all parties,
including IEU-Ohio, were afforded ample opportunity to
participate in this proceeding through means of discovery,
a lengthy evidentiary hearing with cross-examination of
witnesses and presentation of exhibits, and briefing. IEU-
Ohio was also afforded the opportunity to respond to AEP-
Ohio's motion for interim relief, as well as its nlotion for an
extension of the interim relief. As the record reflects, IEU-
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Ohio took full advantage of its opportunities and,
accordingly, its request for rehearing should be denied.

Reguests for Escrow A.ccount or Refund

(65) OMA asserts that the Interim. Relief Extension Entry

undermined customer expectations and substantially
harmed Ohio manufacturers and other customers. OMA
notes that, as a result of the Interim Relief Extension Entry,
all customers, including customers in tier one, were
required to pay capacity rates that were substantialty
higher than the current RPM-based capacity price, contrary
to their reasonable expectations, and to the detriment of
their business arrangements and the competitive market.
OMA adds that the Commission failed to consider its
recommendation that AEP-Ohio deposit the difference
between the two-tiered interim relief and the RPM-based
capacity price in an escrow account.

(66) IEU-Ohio asserts that the Commission should direct AEP-
Ohio to refund all revenue collected above RPM-based
capacity pricing, or at least to credit the excess collection
against regulatory asset balances otherwise eligible for
aznvrtizatiozi through retail rates and charges.

(67) In response to IEU-Ohio, AEP-Ohio asserts that many of
IEIT-Ohio's arguments are irrelevant to the Interim Relief
Extension Entry and thus inappropriate for an application
for rehearing. Further, AEP-Ohio disagrees with OMA that
there is no eviderice that the Company would suffer harm
from RPM-based capacity pricing. AEP-Ohio also contends
that neither customers nor CRES providers can claim a
continuing expectatiori of such pricing or rely upon the
i1ow rejected ESP 2 5tipu(ation.

(68) For the reasons previously discussed, the Commission
finds that the brief extension of the interim capacity pricing
mechanism, without modification., was reasonable under
the circumstances. Accordingly, we do not believe that
IEU-C.7hio's request for a refund of any amount in excess of
RPM-based capacity pricing and OMA's request that an

escrow account be established are necessaxy or appropriate.
Further, if intervenors believed that extraordinary relief
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from the Interim Relief Extension Erltry was required, the
appropriate course of action would have been to seek a
stay of the entry.

We do not agree that the Interim Relief Extension Entry
undermined customer expectations or caused substantial
harm to customers. This case was initiated by the
Commission nearly two years ago for the purposes of
reviewing AEP-0hio's capacity charge and determining
whether the SCM should be modified in order to promote
competition and to enable the Company to recover the
costs associated with its FRR capacity obli,gation.s. In any
event, as with any rate, there is no guarantee that the rate
will remain unchanged in the future. We find that the
Interim Relief Extension Entry appropriately balanced the
interests of AEP-Ohio, CRES providers, and cu.stozners,
which has been the Cnmmission's objective throughout this
proceeding.

CaRaeit,v C?rder

Turisdiction

(69) IEU-C3hio argues that the Capacity Order is unlawful and
unreasonable because the Commission is prohibited from
applying cost-based ratemaking principles or resorting to
Chapters 4905 and 4909, Revised Code, to supervise and
regulate generation capacity service from the point of
generation to the point of corisu.rnption. IEU-Ohio
contends that it makes no difference whether the service is
termed wholesale or retail, because retail electric service
includes any service from the point of generation to the
point of consumption. IEU-Ohio, asserts that the
Commission's authority with respect to generation service
is limited to the autharization of retail SSO rates that are
established in conformance with the requirements of
Sections 4928.141 to 4928.144, Revised Code.

(70) The Schools contend that the Commission lacks authority
to set cost-based capacity rates, because AEP-Ohio's
capacity service is a deregulated generation-related service.
The Schools believe the Commission's authority regarding
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capacity service is limited to effectuating the state's energy
policy found in Section 4928.02, Revised Code.

(71) In the Capacity Order, the Commission determined that it
has authority pursuant to Sections 4905.04, 4905.05, and
4905.06, Revised Code, to establish the SCM. We
determined that AEP-C)hio's provision of capacity to CRES
providers is appropriately charac.terized as a wholesale
transaction rather than a retail electric service. We noted
that, although wholesale transactions are generally subject
to the exclusive jurisdiction of FERC, our exercisc of
jurisdiction in this case was for the sole purpose of
establishing an appropriate SCM and is consistent with
Section D.8 of Schedule 8.1 of the FERC-approved RAA.
Additionally, we noted that FERC had rejected AEPSC's
proposed fomxula rate in light of the fact that the
Commission had established an SCM in the Initial Entry.19
The Commission further determined, witl-dn its discretion,
that it was necessary and appropriate to establish a cost-
based SCM for AEP-Ohio, pursu°mt to our regulatory
authority under Chapter 4905, Revised Code, as well as
Chapter 4909, Revised Code, which authorized the
Commission to use its traditional regulatory authority to
approve rates that are based on cost, such that the resulting
rates are just and reasonable, in accordance with Section
4905.22, Revised Code. Because the capacity service at
issue is a wholesale rather than retail electric service, we
found that, although market-based pricing zs contemplated
in Chapter 4928, Revised Code, that chapter pertains solely
to retail electric service and is thus inapplicable under the
+eirctunstances. The Commission concluded that we have
an obligation under traditional rate regulation to ensure
that the j-tirisdictiorial utilities receive just and reasonable
compensation for the services that they render. However,
rehearing is granted to clarify that the Commission is
under no obligation with regard to the specific mechanism
used to address capacity costs. Such costs may be
addressed through an SCM that is specifically crafted to
meet the stated needs of a particular utility or through a
rider or other mechanism.

19 American Electric Power Service Corporafiott,134 FERC yj 61,039 (2011).
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The Commission carefully considered the qiyesfzon of
whether we have the requisite statutory autho-rity in this
matter. We affirm our findings in the Capacity Order that
capacity service is a wholesale generation service between
AEP-Ohio and CRES providers and that the provisions of
Chapter 4928, Revised Code, that restrict the Commission's
regulation of competitive retail electric services are
inapplicable. The definition of retail electric service found
in Section 492$.01(A)(27), Revised Code, is more narrow
than IEU-Ohio would have it. As we discussed in the
Capacity Order, retail electric service is "any service
involved in supplying or arranging for the supply of
electricity to ultimate consu.mers in this state, from the
point of generation to the point of consumption." Because
AEP-Ohio supplies the capacity service in question to
CRES providers, rather than directly to retail customers, it
is not a retail electric service, as IEU-Ohio appears to
contend, or a deregulated service, as the Schools assert.

Additioxially, as discussed above, we note that Section
490,5.26, Revised. Code, grants the Commission
considerable authority to review rateS20 and authorizes our
investigation in this case. The Commission properly
initiated this proceeding, consistent with that statute, to
examine AEP-Ohio's existing capacity charge for its FRR
obligations and to establish an appropriate SCM upon

completion of our review. We grant rehearing for the
limited purpose of clarifying that the Capacity Order was
issued in accordance with the Commission's authority
found in Section 4905.26, Revised Code, as well as Sections
4905.04, 4905.05, and 4905.06, Revised Code.

Cystlased SCiM

(72) OCC argues that the Commission erred in adopting a cost-
based SCM rather than finding that the SCM should be
based on RPM pricing. Similarly, the Schools argue that
the Commission failed to find that RPM-based capacity

-29-

20 See, e.g., Ohio Consumers' Counsel v. Pub. Lltil. Comm., 110 Ohio St.3d 394, 400 (2006); Atinet
C=ammunications Services, Inc. v. Pub. Util. Comm., 32 (Jhio S#.3d 115, 117 (1987); Ohio tltilities Co. v.
Pub. Util. Cornm., 58 Ohio St.2d 153,156-158 (1979).
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pricin.g is reasonable and lawful and should be reinstated
as the SCM. AEP-Ohio replies that the arguments raised
by OCC and the Schools are unsupported and have already
been considered and rejected by the Commission. AEP-
Ohio notes that the Commission determizted that it has the
authority to estab(ish an SCM based on the costs associated
withthe Company's FRR capacity ob=tigatinns.

(73) FES contends that the Capacity Order unlawfully and
unreasonably established an SCM based on embedded
costs. Specifically, FES argues that, pursuant to the
language and purpose of the RAA, the only costs that can
possibly be considered for pricing capacity in I'JM are
avoidable, not embedded, costs and that A:EP-()hiofs
avoidable costs would be fully recovered using RPM-based
pricin.g. FES asserts that AEP-tJhio's FRR capacity
obligations are not defin.ed by the cost of its fixed
generation assets but are instead valued based on PJM's
reliability requirements. FES believes that the Capacity
Order provides a competitive advantage to AEP-Ohio in
that the Compairy will be the only capacity supplier in PJM
that is guaranteed to recover its full egn.bedded costs for
generation. FES notes that AEP Ohio's status as an FRR
Entity does not justify different treatment, as there is no
material difference between the FRIZ election and
participation in PJM`s base residual auction.

(74) AEP-Ohio argues that the Commission appropriately
determined that cost, as the term is used in Section D,$ of
Schedule 8.1 of the RAA, refers to embedded cost. AEP-
Ohio notes that no reference to avoided cost is contained
within Section D.8 of Schedule 8.1 of the RAA and that, as a
participant in the drafting of the RAA, the Company
understood that the reference to cost was intended to mean
embedded cost. AEP-C?hio contends that, because avoided
costs are bid into the RPM's base residual auction, FES'
argument renders the option to establish a cost-based
capacity rate under Section D.8 of Schedule 8.1 of the RAA
rm.eaningless.

(75) Like FES, IEtJ-Ohio argues that the Capacity Order is in

conflict with the RAA for numerous reasons, including that
the order does not account for Delaware law; ignores the
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RAA's f'ocus on the entire PJM region and the RAA's
objective to support tlle development of a robust
competitive rnarkeEplace; finds that use of the term "cost"
in the RAA means embedded cost; and is based on AEP-
Ohio's flawed assumptions that the Company is an FRR
Entity with owiled and controlled generating assets that
are th.e source of capacity provided to CRES providers
serving retail customers in the Compa.ny's certified electric
distribution service area.

(76) In its memorandum contra, AEP-Ohio i-iotes that IEU-Ohio
fails to explain how the application of Delaware law would
zraake any practical difference with respect to the
Commission's interpretation of the RAA. AEP-Ohio argues
that the RAA carui.ot be interpreted to mean that state
commissions are constrained by Delaware law in
establishing an SCM. AEP-Ohio also contends that, if the
reference to cost in Section D.8 of Schedule 8.1 of the RAA
is interpreted as avoidable cost, it would render the
provision meaningless. AEP-C?hio adds that IEU-C?hik)
relies on inapplicable U.S. Supreme Court precedent in
support of its argument that cost does riot mean embedded
cost.

(77) The Commission finds that the arguments raised by the

Schools, OCC, FES, and IEU-Ohio have already been
thoroughly considered by the Commission and should
again be denied. As disct.assed above, the Commission has
an obligation to ensure that AEP Oltio receives reasonable
compensation for the capacity service that it provides. We
continue to believe that the SCM for AAEP-C?hio should be

based on the Company's costs and that RPM-based
capacity pricing would prove instifficient to yield
reasonable compensation for the Company's provision of
capacity to CRES providers in fulfillmei-it of its FRR
capacity obligations.

Initially, the Commission finds no m.erit in. IEU-Ohio's
claim that AEP-Ohio is not an FRR Entity. Although
AEPSC signed the RAA, it did so on behalf of the
Company. The Commission also disagrees with FES'
contention that the Capacity Order affords an undue
competiti-ve advantage to AEP-Qhia over other capacity
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suppliers in PJM. The Commission irutiated this
proceeding solely to review AEI'-C?hio's capacity costs and
determine an appropriate capacity charge for its FRR
obligations. We have not considered the costs of any other
capacity supplier subject to our jurisdiction nor do we find
it appropriate to do so in this proceed:ing. Further, the
Comrzlission does not agree that the SCM that we have
adopted is inconsistent with the RAA. Section D.8 of
Schedule 8.1 of the RAA provides only that, where the state
regulatory jurisdiction requires that the FRR Entity be
compensated for its FRR. capacity obligations, such SCM
will prevail. There are no requirements or limitations for
the SCM in that section or elsewhere in the IZAA. Although
Section D.8 of Schedule 8.1 of the RAA specifically
contemplates that an SCM may be established by the state
regulatory jurisdiction, neither that section nor any other
addresses whether the SCM may provide for the recovery
of entbedded costs, nor would we expect it to do so, given
that the FRR Entity's compensation is to be provided by
way of a state rn.echanism. The Commission finds that we
appropriately adopted an SCM that is consistent with
Section D.8 of Schedule 8.1 of the RAA and state law and
that nothing in. the Capacity Order is otherwise contrary to
the RAA.

Ene.rg,y Credit

(78) AEP-C)hio raises nurnerotls issues with respect to the
energy credit recommended by Staff's consultant in this
case, Energy Ventures Analysis, Inc. (EVA), which was
adopted by the Commission in the Capacity Order. In its
first assignment of error, AEP-Clhio contends that the
Commission's adoption of an energy credit of
$147.41/MW-day was flawed, given that EVA assumed a
static shopping level of 26.1 percent thhroughout the
relevant timeframe. A.EP-0hio notes that, according to
Staff's own witness, the energy credit should be lower
based upon the establashed shopping level of thirty percent
as of April 30, 2012. AEP-Ohio adds that the energy credit
should be substantially lower based tcpon the increased
levels of shopping that will occur with RPM-based capacity
przcing. AEP-Ohio believes that there is an inconsistency
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between the Commission's recognition in the Capacity
Order that RPM-based pricin:g will caLise shopping to
increase and the Commission's adoption of EVA's
methodology without an adjustment to reflect a higher
level of shopping. At a minimum, AEP-Ohi.o argues that
the Commission should account for the actual shopping
level as of the date of the Capacity Order.

(79) rEI3-t7hio responds that the arguments raised by AEP-Ohio

in its application for rehearing assuzne that the
Commission may act beyond its statutory jurisdiction to set
generation rates and that the Commission may unlawfully
authorize the Company to coliect transition revenue. IEU-
Ohio also contends that all of AEP-Ohio's assignments of
error that relate to the energy credit are based on the
flawed assumption that the Company identified and
established the incurred cost of satisfying the FRR Entity's
capacity obligations. IEU-Ohio notes that A:EI'-Ohio's cost-
based methodology relies on the false assumption that the
Company's owned and controlled generating assets are the
source of capacity available to CRES providers serving
customers in the Company's distribution service territory.

(80) AEP-Ohio also argues that there are a number of errors in
EVA's energy credit, resulting in an energy credit that is
unreasonable and against the manifest weight of the
evidence. AEP-Ohio ccantends that the Commission
adopted EVA's energy credit without meaningful
explanation or analysis and abdicated its statutory duty to
make reasonable findings and conclusions, in violation of
Section 4903.09, Revised Code.

Specifically, AEP-Ohio asserts that EVA's methodology
does not withstand basic scrutiny and is largely a black box
that cannot be meaningfully tested or evaltiated by others;
EVA failed to calibrate its model or otherwise accourit for
the impact of zonal rather than nodal prices; EVA. erred in
forecasting locational marginal prices (LMP) ir ►stead of
using available forward energy prices, which were used by
Staff in the ESP 2 Case; EVA used inaccurate and
understated fuel costs; EVA failed to use correct heat rates

to capture minimum and start time operating constraints
and associated cost impacts; EVA wrongly incorporated
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traditional OSS margins and otherwise failed to properly
reflect the impact of the pool agreement; and EVA's
estimate of gross margins that AEP-Qhio will earn from
June 2012 through May 2015 are overstated by nearly 200
percent. AEP-Qhio argues that, at a minimum, the
Commission should conduct an evidentiary hearing on
rehearing to evaluate the accuracy of EVA's energy credit
compared to actual results. In support of its request, AEP-
Ohio proffers that EVA's forecasted energy margins for
Jutrie 2012 were more than three times higher than the
Company's actual margins, resulting in an energy credit
that is overstated by $91.52/MW-day, and that provisional
data for July 2012 confirms a similar degree of error in
EVA's projections.

AEP-Ohio also points out that Staff admitted to significant,
inadvertent errors in Staff witness -Harter's testimony
regarding calculation of the energy credit and that Staff
was granted additional time to present the supplel-nental
testimony of Staff witness Medine in an attempt to correct
the errors. AEP-Ohio notes that Staff presented three
different versions of EVA's calculation of the energy credit,
-vvhich was revised twice in order to address errors in the
calculation. AEP-Ohio asserts that the Commission
nevertheless adopted EVA's energy credit without mention
of these procedural irregularzties. In any event, AEP-Qhio
believes that Ms. Medine's testiznony only partially and
superficialiy addressed Mr. Harter's errors. According to
AEP-Ohio, the Commission should grant the Company's
application for rehearing and address the remaining
fundamental deficiencies in EVA's methodology in order to
avoid a reversal aY-id remand from the Uhio Supreme
Court.

(81) FES responds that the Commission already considered and
rejected each of AEP-Ohio's arguments. FES adds that
there are flaws in the energy credit calculated by AEP-
0hio's own witness and that the Company's criticisms of
EVA's approach lack merit.

(82) The Coxnmission finds that AEP-Uhio's assignnYents of
error regarding the energy credit should be denied. First,
wxth. respect to EVA's shopping assumption, we find
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nothing inappropriate in EVA`s use of a static shopping
level of 26 percent, vrhich reflects the actual level of
shopping in AEP-Ohio's service territory as of March 31,
2012, which was around the time of EVA's analysis. We
recognize that the level of sliopping will continually
flucttiate in both directions. For that reason, we believe
that it was appropriate for EVA to use the actual level of
shopping as of a recent date, rather than a projection, and
find that EVA's figure is a reasonable approximation.
EVA's use of a. static shopping level provides certainty to
the energy credit and capacity rate. The alternative would
be to review the level of shopping at regular intervals, an
option that would unreasonably necessitate continual
recalculations of the energy credit to reflect the shopping
level of the moment, while introducing uncertainty into the
capacity rate. The Commission also notes that, contrary to
AEP-Qhio's assertion, Staff witness Medine did not testify
that the energy credit should be adjusted to reflect the
current level of shopping. Rather, Ms. Medine testified
only that EVA assumed a shopping level of 26 percent,
which was the level of shopping as of March 31, 2012, and
that this figure was used as a conservative approach.21

Regarding the alleged errors in EVA's approach, the
Commission notes initially that we explained the basis for
our adoption of EVA's energy credit in the Capacity Order,
consistent with the requifements of Section 4903.09,

Revised Code. A review of the testimony of Staff witnesses
Medine arld f-Iarter reflects that EVA sufficiently described
its methodology, including the fuel costs and heat rates
applied in this case; its decision to use zonal prices and
forecasted LMP; and its accounting for OSS margins and
operation of the pool agreement.22 We affirm our finding
that, as a whole, EVA's energy credit, as adjusted by the
Cominission, is reasonable. Although AEP-Ohio contends
that EVA should have used different inputs in a number of
respects, we do not believe that the Company has
deznonstrated that the inputs actually used by EVA are
unreasonable. AEP-Ohio's preference for other inputs that

21 T'r. X at 2189, 2194; Staff Ex.105 at 19.

22 Staff Ex.101 af 6-11,105 at 4-19.
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would result in an outcome more to its liking is not a
sufficient ground for rehearing. Neither do we find any
relevance in A.EP-Oh:io`s claimed procedural irregularities
with respect to EVA's testimony. Essentially, the
Commission was presented with two different
methodologies for calculating the energy credit, both of
which were questioned and criticized by the parties.
Overall, the Commission believes that EVA's approach is
the more reasonable of the two in projecting AEP-Ohio's
future energy margins and that it will best ensure that the
Coinpany does not over recover its capacity costs.

Authorized Com ensation

(83) OCC argues that the Commission erred in finding that
compensation of $188.88/MW-day is an appropriate charge
to enable AEP-Ohio to recover its capacity costs for its FRR
obligations front CRES providers. OCC notes that there is
no evidence to support the Commission`s finding, given
that no party recommended a charge of $188.88/MW-day.
OCC further notes that the Comi-nission adopted AEP-
Ohio's unsupported r.eturrt on equity (ROE), without
explanation, in violation of Section 4903,09, Revised Code.

(84) In response to OCC, as well as similar arguments from
OMA and OHA, AEP-Ohio asserts tl-lat the ROE approved
by the Commission is supported by relevant and
competent evidence and that the ROE is appropriate for the
increased risk associated with generation service. Given
the considerable evidence in the record, AE.P-Ohxo
contends that the rationale for the Commission's rejection
of Staff's proposed downward adjustment to the
Compa.iiy's proposed ROE is evid.exit.

(85) In the Capacity Order, the Coinrnission explained
thoroughly based on the evidence in the record how it
deterrnined that $188.88/MW-day is an appropriate
capacity charge for AEP-Ohio's FRR obligations. We also
explained that we declined to adopt Staff's recommended
ROE, given that it was solely based on a stipulated ROE
from an unrelated case, and concluded that the ROE
proposed by AEP-Ohio was reasonable under the
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circumstances in the present case. The evidence of record
reflects that A.EP-t7hio's proposed ROE is consistent with
the ROEs that are in effect for the Company's affiliates for
wholesale transactions in other states.23 Therefore, the
requests for rehearing should be denied.

Deferral of Difference 8etween Cost and RPM

Deferral Authoritv

(86) IEU-Ohio argues that the Commission is prohibited under
Section 4928.05(A), Revised Code, from regulating or

otherwise creating a deferral associated with a competitive
retail electric service tznder Section 4905.13, Rc-vised Code,
and that the +Coznmission may only authorize a deferral
resulting from a phase-in of an SSO rate pursuant to
Section 4928:1,I4, Revised Code. IEU-Ohio further notes
that, under generally accepted accounting principles
(GAAP), only an incurred cost can be deferred for future
collection, and not the difference hetween two rates. IEU-
C?hio also asserts that the Commission unreasonably and
unlawfully determined that Ah`P Ohio might suffer
financial harm if it charged RPM-based capacity pricing
and established compensation for generation capacity
service designed to address the financial performance of
the Company`s competitive generation business, despite
the Commission"s prior confirmation that the Company"s
earnings do not n-tatter for purposes of establishing
generation rates.

(87) AEP-Oho asserts that it was unreasonable and u.nlawfui for
the Commission to adopt a cost-based SCM and then order
the Company to charge CRES providers the lower RPM-
based capacity pricing. Specifically, AEI? Ohio contends
that it was unreasonable and uz-davvful to require the
Company to charge any price other than $188.88/MW-day,
which the Commission established as the ju.st and
reasonable cost-based rate. AEP-Ohio argues that the
Commission has no statutory authority to require the
Company to charge CRES providers less than the cost-

23 Tr. lf at 305,
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based capacity rate that the Commission determined was
just and reasonable.

(88) In its memorandum contra, IEU-Ohio argues that AEP-
Ohio assumes that the Commission may act beyond its
statutory jurisdiction to set generation rates and that the
Commission may unlawfully authorize the Company to
collect transition revenue. IEU-Ohio adds that customer
choice will be frustrated if the Commission grants the relief
requested by AEP-Ohio in its application for rehearing.

(89) The Schools respond that AEP-Ohio should not complain
that the Commission lacks authority to order a deferral,
given that the Company has refused to accept the
ratemaki-ng formula and related process contained in
Sections 4909.15, 4909.18, and 4909.19, Revised. Code. The
Schools add, however, that the Connmission has wide
discretion to issue accounting orders under Section 4905.13,
Revised Code, in cases where the Commission is not setting
rates pursuant to Section 4909.15, Revised Code.

(90) RESA and Direct Energy argue that the Cammissic,n's
approach is consistent with Ohio's energy policy,
supported by the record, and reasonable and lawful, RESA
and Direct Energy believe that the Commission
pragmatically balanced the various competing interests of
the parties in establishing a just and reasonable SCM.

(91) Noting that nothizag prohibits the Commission grom
bifurcating the mearis of recovery of a just and reasonable
rate, Duke replies that AEP-Ohio's argument is not well
fouyided, given that the Company will be zziade whole
through the deferral mechanism to be established in the
ESP 2 Case.

(92) In the Capacity Csrder, the Canlmission authorized AEP-
Ohio to modify its accotinting procedures to defer the
incurred c;apacity costs not recovered from CRES providers
and indicated that a recovery rnechani5m for the deferred
capacity costs would be established in the ESP 2 Case. We
fitld nothing unlawful or unreasonable in tllis approach.
We continue to believe that it appropriately balances our
objectives of enabling AEP-Ohio to fully recover its
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capacity costs incurred in carrying out its FRR obligations,
while encouraging retail competition in the Company's
service territory.

The Con-imission firrds no merit in the arguments that we
lack the authority to order the deferral. As we noted in the
Capacity Order, the Commission relied upon the authority
granted to us by Section 4905.13, Revised Code, in clirectgzlg
AEP-Ohio to modify its accounting procedures to defer a
portion of its capacity costs. Having faund that the
capacity service at issue is not a retail electric service and
thus not a competitive retail electric service, IEU-C7hio's
argument that the Commission may not rely on Section
4905.13, Revised Code, is unavailing. Neither do we find
that authorization of the deferral was contrary to GAAP or
prior Commission precedent, as IEU-Ohio contends. The
requests for rehearing of IEU-C7hin and AEP-Ohio should,
therefore, be denied,

Cesml2etition

(93) AEP-Ohio contends that it was unreasonable and unlawful
for the Commission to require the Con.-ipany to supply
capacity to CRES providers at a below-cost rate to promote
artificial, uneconomic, and subsidized competition that is
unsustainable and likely to harm customers and the state
economy, as well as the Company.

(94) Duke disagrees, noting that the evidence is to the contrary.
Duke adds that the other Ohio utilities use IZP1VI-based
capacity pricing without causing a flood of unsustainable
com:petgtioii or damage to the economy in the state. FES
responds that the deferral authorized by the Commission is
an appropriate way to spur real competition and to prevent
the chilling effect on competition that would result from
above-market capacity pricing. FES contends that there is
z-Eothing artificial in allowing customers to purchase
capacity from willing sellers at market rates. RESA and
Direct Energy agree, noting that the Capacity Order will
promote real competition among CRES providers to the
benefit of customers.
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(95) As the Cornmissinn thurou.ghly addressed in the Capacity
Order, we believe that a capacity charge assessed to CRES
providers on the basis of RPM pricing will advance the
development of true competition in AEP-Ohio's service
territory. We do not agree with AEP-Ohio that there is
anything artificial in charging CRES providers the same
market-based pricing that is used throughout PJM.
Lacking any merit, AEP-Ohio's assignment of error should
be denied.

Existing Contracts

(96) AEP-Ohio argues that it was i.inreasonable and unlawfu.l,
as well as unnecessary, for the Commission to extend RPM-
based pricing to customers that switched to a C:Ii.ES
provider at a capacity price of $255/MW-day. AEP-Ohio
asserts that CRES providers will enjoy a significant
windfall to the Cornpany's financial detriment. According
to AFP-C.}hio, the Capacity Order should not apply to
existing contracts with a capacity price of $255/MW-day.

(97) Duke respon.ds that AEP-Ohio offers no evidence that these
contracts prohibit renegotiation of pricing for generation
supply. JEU-Ohio asserts that AEP-Ohio's argument must
be rejected because the Company may not charge a rate
that has not been authorized by the Commissioi-i, and the
Company has not demonstrated that it has any valid basis
to charge $255/MW-day for• capacity supplied to CR.ES
providers. IEU-Ohio adds that there is likewise no basis to
conclude that CRES providers will enjoy a windfall, given
the fact that the Commission earlier indicated that RPM-
based capacity pricing would be restored and such pricing
comprised the first tier of the interim capacity pricing
inechanism. FES also contends that there is no justification
for discriminating against customers formerly charged
$255/MW-day for capacity by requiring them to continue
to pay above-market rates. P.ESA and Direct Energy add
that customers that were charged $255/MW-day elected to
shop with the expectation that they would eventually be
charged RPM-based capacity pricing. OMA agrees that
customers had a reasonable expectation of RPM-based
capacity pricing, regardless of when they elected to shop.
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OMA. notes that AEP-Ohio's argument is contrary to state
policy, which requires that nondiscrizn.inatory retail electric
service be available to consumers.

(98) The Commission finds no merit in AEP-Ohio's argument
and its request for rehearing should, therefore, be denied.
The contracts in question are between CRES providers and
their customers, not AEP-Ohio. It is for the parties to each
contract to determine whether the contract pricing will be
renegotiated in light of the Capacity Order. As between
AEP-Ohio and CRES providers, the Company should
charge the applicable RPM-based capacity pricing as
required by the Capacity Order.

State Policy

(99) IEU-Ohio believes the deferral mechanism is in conflict

with the state policy found in Section 4928.02, Revised

Code, which generally supports reliance on market-based

approaches to set prices for competitive services such as

generation service and strongly favors competition to

discipline prices of competitive Servlcf's,

(100) AEP-Ohio asserts that it was unreasonable and unlawful
for the Commission to rely on the state policies set forth in
Sectioii.s 4928.02 and 4928.06(A), Revised Code, as
justification for reducing CRES providers' price of capacity
to RPl'vvt-based pricing, after the Commission determined
that Chapter 4928, Itevised Code, doea not apply to the
capacity charge paid by CRES providers to the Company.
AEP Ohio argues that the Coinmission determined that the
chapter is inapplicable to the Company's capacity service
but the.n unreasonably relied upon it anyway.

(101) Duke disagrees, noting that the impact of AEP-Ohio's
capacity charge on retail competition in Ohio is an issue for
Commission review in this proceeding and that the issue
cannot be considered without referertce to state policy.
IEU-Ohio adds that AEP-`Jhio has urged the Coxnmission
in this proceeding to rely on the state policy found in
Section 4928.02, Revised Code. IEU-Ohio also points out
that the Commission is required to apply the state policy in
making decisions regarding generation capacity service.
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FES contends that, if the C:ornmission has the authority to
[reate a cost-based SCM, then it also has the authority to
follow the express guidance of Chapter 4928, Revised
Code, and encourage competition through the use of
market pricing. RESA and Direct Energy note that Section
4928.02, Revised Code, contains the state's energy policy,
parts of which are not limited to retail electric services.
RESA and Direct Energy contend that the Capacity Order
is consistent with Section 4928.02(C), Revised Code, which
requires a diversity of electricity supplies and suppliers.

(102) Initially, the Comxnission notes that, although we
determined that Chapter 4928, Revised Code, has no
application in terms of the Corn:mission`s authority to
establish the SCM, we have made it clear from the outset
that one of the objectives in this proceeding was to
determine the impact of AEP-Ohio's capacity charge on
CRES providers and retail competition in Ohio. The
Commission cannot accomplish that objective without
xeference to the state policy found in Section 4928.02,
Revised Code. Further, as the Com:in;ission stated in the
Capacity Order, we believe that RPM-based capacity
pricing is a reasonable means to promote retail
competition, consistent with the state policy objectives
enumerated in Section 4928A2, Revised Code. We do not
agree with IEU-Ohio that the deferral of a portion of AEP-
Uhia's capacity costs is contrary to any of the state policy
objectives identified in that section. The assignments of
error raised by AEP-Ohio and IEU-Ohio should be denied.

Evidentzary Record and Pasis for Commission`s
Decision

(103) C)CC contends that there is no evidence in the record that
supports or even addresses a deferral of capacity costs and
that the Commission, therefore, did not base its decision on
facts in the record, contrary to Sectian 4903.09, Revised
Code. C3CC also asserts that the Commission erred in
authorizing carrying charges based on the weighted
average cost of capital (WACC) until such time as a
recovery mechanism was approved in the ES.P 2 Case.
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OCC believes that any carrying charges should be
calculated based on AEP-Ohio's long-term cost of debt.

(104) AEP-Ohio responds that OCC's argument is moot, AEP-
Ohio explains that the SCM and associated deferral did not
take effect until August 8, 2012, which was the date on
which the Commission approved a recovery meclianism in
the ESP 2 Case, and, therefore, the WACC rate did not
apply.

(105) Like OCC, IEIJ-Ohia contends that the Commission's
authorization of carrying charges lacks any supporting
evidence in the record and that the carrying charge rates
approved are excessive, arbitrary, capricious, and contrary
to Commission precedent.

(106) The Commission notes that OCC appears to assert that the
Commission may not authorize a deferral unless it has first
been proposed by a party to the proceeding. We find no
basis for OCC's apparent contention that the Commission
may not authorize a deferral on our own initiative. As
discussed above, the Commission has the requisite
authority pursuant to Section 4905.13, Revised Code.
Further, the reasons prompting our decision were
thoroughly explained in the Capacity Order and supported
with evidence in the record, as reflected in the order. We
thus find no violation of Section 4903.09, Revised Code.

Regarding the specific carrying cost rates authorized, the
Comrnission finds that it was appropriate to approve the
WACC rate until such time as the recovery mechanism was
established in the ESP 2 Case, in order to ensure that AEP-
Ohio was fully compensated, and to approve the long-term
debt rate from that point forward, As we have noted in
other proceedings, once collectibn of the deferred costs
begins, the risk of non collection is significantly reduced.
At that point, it is more appropriate to use the long-term
cost of debt rate, which is consistent with sound regulatory
practice and Conunis5ion precedent.24 In any event, as
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AEP-Ohio notes, OCC's argument is mraot. Because the
SCM took effect on the same date on which the deferrat
recovery mechanism was approved in the ESP 2 Case, there
was no period in which the WACC rate applied.
Accordingly, OCC's and IEU-Ohio's assignments of error
should be denied.

Recovery of Deferred Ca2acit Costs

(107) OCC argues that the Commission erred in allowing
wholesale capacity costs, which should be the
responsibility of CRES providers, to be deferred for
potential collection fram customers through the
Com.pany's rates for retail electric service established as
part of its ESP. C0?CC. asserts that the Commission has no
jurisdiction to authorize AEP-Ohio to collect wholesale
costs for capacity service from retail SSO customers. OCC
contends that nothing in either Chapter 4905 or 4909;
Revised Code, enables the Commission to authorize a
deferral of wholesale capacity costs that are to be recovered
by AEP-Ohio through an ESP approved for retail electric
service pursuant to Section 4928.143, Revised Code.

(108) TGS responds that OCC's argument should be addressed in
the ESP 2 Case, which IGS believes is the appropriate
venue in which to determine whether the deferred capacity
costs may be collected through an ESP.

(109) OEG argues that the Commission has no legal authority to
order future retail customers to repay the wholesale
capacity cost obligations that unregulated CRES providers
owe to AEP-Ohio. OMA and 01-IA agree with OEG that
the Commission has neither general ratemaking authority
nor any specific statutory authority that applies under the
circumstances to order the deferral of costs that the atility
is authorized to recover, and that retail customers may not
lawfully be required to pay the wholesale costs owed by
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Power Company for Authority to Modify Their Accounting Procedure for Certain Stprm-Redated Services
Restoration Costs, Case No, 08-1301-EL-A,AM, Finding and Order (December 19, 2(?{?8); In the Matter
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Fuel Costs Ordered LINder ,Sectiori 4928.144, Ohio Revised Code, Case No. 11-4920-EL-RRDIZ, et at.,
Finding and Order (August 1, 2012).
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CRES providers to AEP-Ohio. OEG contends that the
deferral authorized by the Commission will result in future
customers paying hundreds of millions of dollars in above-
market capacity rates as well as interest on the deferral.
According to OEG, CRES providers should pay the full
cost-based capacity price of $188,$8/MW-day as AEP-Ohio
incurs its capacity costs. Noting that shopping occurred in
AEP-Ohio's service territory with a capacity charge of
$255/MW-day, OEG asserts that the record does not
indicate that a capacity charge of $1$$.88/MW-day will
hinder retail competition and, therefore, there is no reason
to transfer the wholesale capacity payment obligation frorn.
CRES providers to future retail customers.

Alternatively, OEG requests that the Commission clarify
that customers that have reasonable arrangements and
certify that they did not shop during the three-year ESP
period are exempt from repayment of AEP-Ohio's deferred
capacity costs; any deferred capacity costs will be allocated
and recovered on the same basis as if the CRES providers
were charged the full capacity rate in the first place (i.e., on
the basis of demand); and the Company is required to
reduce any deferred capacity costs by the relevant
accumulated deferred income tax during the recovery
period so that the interest expense reflects its actual
carrying cUsts. OEG asserts that payment of the deferred
capacity costs should be collected only from CRES
providers or shopping customers, which are the entities
that tvill have benefitted from the initial RPM-based
capacity pricing.

(110) AEP-Ohio and numerous xn.tervenors disagree with C?EC`s
characterization of the Capacity Order as having
represented that the deferral is an amount owed by CRES
providers to the Cornpany. AEP-Ohio asserts that the
Cornmission clearly indicated that all customers, including
customers with reasonable arrangements, should pay for
the deferral because they benefit from the opportunity to
shop that is afforded by RPM-based capacity pricing. AEP-
Ohio offers a sirnilar response to the contentions of OCC
and OMA/OHA that the deferral is solely the obligation of
CRES providers, AEP-(ahio notes that all customers benefit
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from the provided capacity, which was developed or
obtained years ago for all connected load based on the
Company's FRR obligations. AEP-Ohio argues that, if the
Commission does not permit recovery of the deferred
capacity costs from retail customers, the deferred amount
should be recovered frorn. CRES providers. AEP-Ohio also
requests that the Commission create a backstop remedy to
ensure that the full deferred amount is collected from CRES
providers, in the event the Company is not able to recover
the deferred costa from retail customers as a result of an
appeal.

In response to argumerlts that the Commission lacks
statutory authority to approve the deferral, AEP-Ohio
asserts, as an initial matter, that such arguments should be
raised in the ESP 2 Case, because recovery of the defertal is
to be addressed in those proceedings. AEP-Ohio adds that
the CUmrnission explained in the Capacity Order that it
may authorize an accounting deferral, pursuant to Section
4905.13, Revised Code, and also noted, in the ESP 2 Case,
that it may order a just and reasonable phase-in, pursuant
to Section 4928.144, Revised Code, for rates established
under Section 4928.141, 4928.142, or 4928.143, Revised
Code.

(111) FES responds to OEG that the only amount that AEP-Ohio
can charge CRES providers for capacity is the R-PM-based
price and that the deferral does not reflect any cost
obligation on the part of CRES providers. FES adds that
the deferral authorized by the Comnvssion is an above-
inarket subsidy intended to. provide financial benefits to
AEP-Ohio and that should thus be paid for by all of the
Cornpany's customers, if it is maintained as part of the
SCM. FES also asserts that OEG's argument regarding the
Commission`s lack of statutory authority to order the
deferral is flawed, because the Commission's authority to
establish the SCM is not based on. Chapter 4909, Revised
Code, but rather on the RAA.

(112) RESA agrees with FFS that the deferred amount is not
owed by CRES providers and that the Commission clearly
indicated that CRES providers should only be charged
RPM-based capacity pricing. RESA notes that, practically
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speaking, the deferral authorized by the Commission is the
only way in which to maintain RPM-based capacity pricing
in AI:P-Ohio's service territory, while also ensuring the
Company recovers its embedded costs until corporate
separation occurs. RESA adds that all customers should
pay for the deferral, because all customers have the
opportunity to shop and receive the benefit of the RPM-
based capacity pricing. RESA contends that the fact that
soine level of competition may still occur is not justification.
alone to charge CRES providers $188.88/MW-day.
According to RESA, the Commission has the necessary
authority to establish the deferral and design the SCM as it
did.

(113) According to Duke, OEG misconstrues the nature of a
deferral. Duk:e points out that OEG incorrectly
characterizes the deferral as an amount owed to the FRR
Entity, rather than an amount reflecting costs incurred but
not recovered. Duke also notes that the Commission has
specifically directed that CRES providers not be charged
more than the RPM-based price. Duke argues that the
deferred amount is, therefore, not the obligation of CRES
providers. Duke disagrees with OEG's argument that the
Commission has no authority to authorize a deferral,
noting that, although the Ohio Supreme Court has held
that the Commission must fix rates that will provide a
utility with appropriate annual revenues, it has not
determined that the Con- ►mission is barred from ordering a
deferral.

(114) The Schools ccrntend that collection of the deferral from
CRES providers or customers would cause Ohio's schools
serious financial harm. The Schools believe that CRES
providers may pass tl-ie increase through to their sl-topping
customers under existing contracts or terminate the
contracts altogether. The Schools add that, pursuant to
AEP-Ohio's proposal for a retail stability rider (RSR) in the
ESP 2 Case, the capacity charge adopted by the
Commission in this case could result in an increase to the
RSR of approximately $550 million, which could lead to
rate shock for Ohio's schools.
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(115) OMA and OHA contend that the authorized deferral is so
large that it will substantially harna customers. They assert
that, if AEP-C,lhi,o's shopping projections come to fruition,
the amount of the deferral will be approximately $726
Ynillion, plus carrying charges, which renders the capacity
charge unjust and unreasonable, contrary to Section.
4905.22, Revised Code. OMA and OE-lA conclude that, on
rehearing, the Commission should revoke the deferral
authority granted to AEP-Ohio or, at a minixr►urn, find that
Staff's recommended ROE is reasonable and reduce the
cost of the Company's capacity charge by $10.49/M1N-day.

(116) AEP-Ohio replies that the arguments of the Schools and
(J.MA and OHA regarding the size and impact of the
deferral are premature and speculative, given that their
projections are based on a num:ber of variables that are
uncertain, such as future energy prices, future shopping
level,s, and the ultimate outcome in the ESP 2 Case.

(117) FES asserts that, if AEP-Ohio is permitted to recover its ftill
embedded costs, the Commission should clarify that the
deferral recovery mechanism is nonbypassable because the
excess cost recovery serves only as a subsidy to the
Company and, therefore, all of its custorzi.ers should be
required to pay for it. FES believes that a nonbypassable
recovery mechanism is necessary to fulfill the
Commission`s goal of promoting competition. FES also
asserts that the Commission should recogrua_e AEP-Ohio's
iinpending corporate separation and direct that the SCM
will remain in place only umtil January 1, 2014, or transfer
of the Company`s generating assets to its affiliate, in order
to avoid an improper cross-subsidy to a competitive,
unregulated supplier.

(118) OEG asserts that FES mischaracterizes the Capacity Order
in describing the deferral as an above-market subsidy.
OEG also contends that the SCM established by the
Corxtrnission does not consist of a wholesale market-based
charge and a cost-based retail charge, as FES believes.
According to OEG, the Capacity Order explicitly states that
$188.88/MW-day is an appropriate charge to enable AEP-
Ohio to recover its capacity costs for its FRR obligations
from CRES providers. OEG also notes that the RAA does
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not permit capacity costs to be recovered from non-
shopping customers pursuant to the SCM. Because the
Commission established a wholesale cost-based capacity
charge of $188.88/MW-day, OEG believes that the charge
rnust be paid by CRES providers. OEG argues that state
law does not authorize the Commission to assess a
wholesale charge directly to shopping customers. OEG
concludes that the SCM can only apply to CRF.S providers
and that the Commission has no authority to direct that
deferred capacity costs be recovered on a nonbypassable
basis. OCC agrees with the arguments made by OEG and
notes that there is no statutory basis upon which the
Commission may order recovery of the deferred capacity
costs from all customers under the provisions of ax-i ESP.

(119) C}CC also argues that FES' argument for a nonbypassable
cost recovery mechanism should be rejected. because CRES
providers should be responsible for paying capacity costs.
OCC notes that, if a wholesale charge applies to retail
customers, the result will be unfair competition, double
payments, and discrimination in violation of Sections
4905.33, 4905.35, 4928.02(A), 4928.02(L), and 4928.141,
Revised Code. OCC argues that non-shopping customers
5hould not have to pay for an anticompetitive subsidy for
the sake of competition, which is contrary to Section
4928.02(H), Revised Code. OCC also disagrees with FES'
characterization of. the Capacity Order as providing a
subsidy to AEP-Ohio. According to OCC, there can be no
subsidy where AEP-Ohio is receiving compensation for its
cost of capacity, as determined by the Commission.

(120) 7EU-Ohic, also urges the Commission to reject FE S` request
for clarification and argues that an unlawful and
unreaaonable charge cannot be made lawful and
reasonable simply by making it a nonbypassable charge.

(121) AEP-Ohio argues, in response to FES, that it is lawful and
reasonable to continue recovery of the deferral after
corporate separation occurs. AEP-Ohio notes that the
Commission already rejected .lTS' arguments in the ESP 2
Case. AEP-Ohio notes that, because its generation affiliate
will be obrigated to support SSO service through the
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provision of adequate capacity and energy, it is appropriate
that the affiliate receive the associated revenY:zes,

(122) iEU-Ohio asserts that the Capacity Order does not ensure
comparable and non-discriminatory capacity rates for
shopping and non-shopping customers, contrary to
Sections 4928.02(B), 4928.15, and 4928.35(C), Revised Code.
According to IEU-Ohio, the Commission must recognize
that AEP-Ohio has maintained that non-shopping
customers are, on average, paying neax°ly twice the
$188.88/MW-day price for generation capacity service.
IEU-Ohio contends that the Commission must eliminate
the excessive compensation embedded in the SSO or credit
the amount of such compensation above $188.88/MW-day
against any amount deferred based on the difference
between RPM-based capacity pricing and. $188.88/MW-
day. IEU-Ohio also believes that the Commission's
approval of an above-market rate for generation capacity
service will unlawfully subsidize AEP-Ohio's competitive
generation business by allowing the Cfltnpany to recover
competitive generation costs through its noncompetitive
distribution rates, which is contrary to Sectioit 4928.02(H),
Revised Code.

(123) Similarly, OCC argues tl-tat both shappiitg and non-
shopping customers will be forced to pay twice for capacity
in violation of Sections 4928.141, 4928.02(A), and.
4928.02(L), Revised Code, and that non-shopping
customers will pay more for capacity than shopping
custoiners in violation of Sections 4928.141, 4928.02(A),
4905.33, and 4905.35, Revised Code. OCC believes that, if
the deferral is collected from retail customers, the
Commission will have granted an unlawful and
anticompetitive subsidy to CRES providers in violation of
Section 4928.02(H), Revised Code.

(124) In response to OCC, IGS replies that the Capacity Order
does not result in a subsidy to CRES providers. IGS notes
that the capacity compensation authorized by the
Commission is for AEP-Ohio, not CRES providers.

(125) The Cominission notes that several of the parties have
speizt considerable effort in addressing the mechanics of
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the deferral recovery mechanism, such as whether CRES
providers or retail customers should be responsible for
payment of AEP-Ohio's deferred capacity costs, whether
such costs should be paid by non-shopping customers as
well as shopping customers, and whether the deferral
results in subsidies or discriminatory pricing between non-
shopping and shopping customers. We find that all of
these arguments were prematurely raised in this case. The
Capacity Order did not address the deferral recovery
mechanism. Rather, the Commission merely noted that an
appropriate recovery mechanism would be established in
the ESI' 2 Case and that any other financial considerations
would also be addressed by the Commission in that case.
The C:ornmission finds it unnecessary to address arguments
that were raised in this proceeding merely as an attempt to
aizticipate the Commission's decision in the ESP 2 Case.
ACcordingly, the requests for rehearing or darification
should be denied.

Process

(126) AEP-Ohio asserts that it was unreasonable and unlawful
for the Commission to authorize the Company to collect
only RPM-based pricing and require deferral of expenses
up to $188.88/MW-day without simultaneously providing
for recovery of the shortfall. AEP-Ohio argues that the
Commission's decision to establish an appropriate recovery
mechanisrn for the deferral in the ESP 2 Case rather than in
the present case was unreasonable, because the two
proceedings involve unrelated issu.es and each will be
subject to a separate rehearing and appeal process.

(127) OCC agrees that the Comm.ission's decision to address the
issue of recovery of the deferral in the ESP 2 Case was
unreasonable and unlawful. (JCC argues tbat there is no
evidence in the ESP 2 Case related to an appropriate
recovery mechanism, which is a separate and distinct
proceeding, and that it was particularly unreasonable to
defer the issue for decision just one week prior to the filing
of reply briefs in the ESP 2 Case.
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(128) IGS disagrees with FJCC and argues that the Commission's
decision to address the deferral in the ESP 2 Case was not
unreasonable. ICS points out that the Commission has
ctiscretion to decide how to ananage its dockets and that it
should consider the deferral in the context of AEP-Ohio's
total package of rates, which is at issue in the ESP 2 Case,

(129) Constellation. and Exelon respond that AEP-01-uo's
argurnent is contrary to its position in September 2011,
vahen the Company sought to consolidate this case and the
ESP 2 Case for the purpose of hearing in light of related
issues. Duke agrees that AEP-Ohio has invited the review
of one issue in multiple dockets and adds that the
Commission is required to consider the deferral
mechanism in the ESP 2 Case.

(130) RESA and Direct Energy argue that there is no statute or
rule that requires the Commission to establish a deferral
and corresponding recovery mechanism in the same
proceeding. They add that, because recovery of the
deferral will require an amendment to AEP-0hio's retail
tariffs, the proper forum to establish the recovery
mechanism is the ESP 2 Case.

(131) Additionally, the Schools argue that the Capacity Order is
unlawful, because the Commission failed to follow the
traditional ratemaking formula and related processes
prescribed by Sections 4909.05, 4909.15, 4909.18, and
4909.19, Revised Code. The Schools add that ' neither
Sectior►. 4905.22, Revised Code, nor the Commission's
general supervisory authority contained in Sections
4905.04, 4905.05, and 4905.06, Revised. Code, authorizes the
Commission to establish cost-based rates, FES and IEU-
Ohio raise similar arguments.

(132) AEP-Qhio responds that arguments that the Corzlmission
and the Company were required to conduct a traditiorial
base rate case, following all of the procedural and
substantive requirements in Chapter 4909, Revised Code,
relevant to applications for an increase in rates, are without
support, given that the Commission was acting under its
general supervisory authority found in Sections 4905.04,
4905.05, and 4905.06, Revised Code, and pursuant to
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Section D.8 of Schedule 8.1 of the RAA. AEP-Ohio asserts
that the adjudicatory process used by the Commission was
more thaxi sufficient, consisting of extensive discovery,
written and oral testimony, cross-examination,
presentation of evidence through exhibits, and briefs. AEP-
Ohio adds that, even if the ratemaking requirements were
strictly applicable, the Commission could have determined
that these proceedings involve a first filing of rates for a
service riot previously addressed in a Cornmission-
approved tariff, pursuant to Section 4909.18, Revised Code.
AEP-Ohio argues that the process adopted by the
Commission in this case far exceeded the requirements for
a first filing.

(13,1) IEU-Ohio argues that the Commission failed to restore
RPM-based capacity pricing, as required by Section
4928.143(C)(2)(b), Revised Code, due to its rejectio.n: of the
ESP 2 Stipulation. IELJ-Ohio contends that the Commission
was required to restore the prior provisions, terms, and
conditions of AEP-Ohio's prior SSO, including RPM-based
capacity pricing, until such time as a new SSO was
authorized for the Company.

On a related note, IEUOhio asserts that, because the
Commission was obligated to restore RPM-based capacity
pricing upon rejection of the ESP 2 Stipulation, the
Commission should have directed AEP-Ohio to refund all
revenue collected above RPM-based capacity pricing, or at
least to credit the excess collection against regulatory asset
balances otherwise eligible for amortization through retail
rates and charges. AEP-Ohio responds that the
Corn:mission has recently rejected similar argumercts in
other proceedings.

(134) Upon review of the parties' arguments, the Commission
finds that rehearing should be denied. The Commission
believes that the process followed in this proceeding has
been proper and well withhi the bounds of our discretion.
As the Ohio Supreme Court has recognized, the
Commission is vested with broad discretion to manage its
dockets so as to avoid undtxe delay and the duplication of
effort, including the discretion to decide how, in light of its
internal organization and docket considerations, it may
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best proceed to manage and expedite the orderly flow of its
business, avoid undue delay, and eliminate unnecessary
duplication of effort.25 We, therefore, find no error in oux
decision to address the recovery mechanism for the
deferral in the ESP 2 Case, as a means to effectively
consider how the deferral recovery mechanism would fit
vvi.thin the mechanics of AEP-Ohio's ESP.

Additionally, we find no merit in the -various arguments
that the Commission or AEP-Ohio failed to comply with
Chapters 4905 and 4909, Revised Code. This proceeding is
not a traditional rate case requiring an application from
AEP-Ohio under Section 4909.18, Revised Code. Rather,
this proceeding was initiated by the Commission in
response to AEPSC's FERC filing for the purpose of
reviewing the capacity charge associated with AEP-Ohio's
FRR obligations. As clarified above, the Commission's
initiation of this proceeding was consistent with Section
4905.26, Revised Code, which requires only that the
Commission hold a hearing and provide notice to the
applicable parties. The Commission has fully complied
with the requirements of the statute. We also note that the
Ohio Supreme Cotirt has recognized that Section 4905.26,
Revised Code, enables the Commission to change a rate or
charge, without compelling the public utility to apply for a
rate increase pursuant to Section 4909.18, Revised Code.26

Finally, the Cornznission does not agree with IEU-Ohio's
arguments that the rejection of the ESP 2 Stipulation
necessitated the restoration of RPM-based capacity pricing
until such time as a new SSO was authorized for AEP-
Ohio, or that the Company should have beeri directed to
refund any revenue collected above RPM-based capacity
pricing. As addressed elsewhere in this entry on rehearing,
the Commission finds that we have the requisite authority
to modify the SCM and the rejection of the ESP 2
Stipulation has no bearing on that authority.
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25 Duff z'. Pub. Utit. Comm., 56 Ohio St.2d 367, 379 (1978); TQiedo Coalition for Safe Er3ergy r^. Pub, Util.
Comm., 69 Ohio St.2d 559,560 (1982).

26 Ohio Consumers' Counset z9.Pub. i_7til. Cotnrra.,11Q (?hio St.3d 394, 400 (2006).

APPX 125



10-2929-EL-UIVC

Constitutional Claims

(135) AEP-Ohio argues that the SCM, particularly with respect to
the energy credit adopted by the Commission, is
unconstitutionally confiscatory and constitutes an
unconstitutional taking of property without just
compensation, given that the energy credit incorporates
actual costs for the test period and then imputes revenues
that have no basis in actual costs. AEP-Ohio points out that
the Commission has recognized that traditional
constitutional law questions are beyond its authority to
determine; however, the Company raises the arguments so
as to preserve its rights on appeal.

(136) In its memorandum contra, OMA argues that the Capacity
Order does not result in confiscation or an unconstitutional
taking and that AEP-Ohio has not made the requisite
showing for either clairn. IEU-Ohio responds that neither
the applicable law nor the record or non-record evidence
cited by AEP-Ohio supports the Company's claims. FES
points out that FERC has determined that RPM-based
capacity pricing is just and reasonable and, therefore, such
pricing is not confiscatory or a taking without just
compensation. The Schools argue that AEP-Ohio's
corkstitutional issues would be avoided if the Commission
were to recognize that capacity service is a con7petltive
generation service and that market-based rates should
apply. The Schools also note that AEP-Ohio, in making its
partial takings claiin, relies on extra-record evidence from
the ESP 2 Case and that the Company's reference to such
evidence should be stricken. OCC argues that the
Commission does not have jurisdiction to resolve
constitutional claims and that, in any event, AEP-Ohio's
argurnents are without merit and 4hould'be denied.

(137) IEU-Ohio also asserts a constitutional claim, specifically
contending that the Capacity Order unreasonably impairs
the value of contracts entered into between CRES providers
and customers under a jristified assumption that RPM-
based capacity pricing would remain in effect. IEU-Ohio
believes that the capacity pricing adopted in the Capacity
Order should not apply to such contracts.
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(138) AEP-C)hio replies that it is noteworthy that neither the
intervenors that are actually parties to the contracts nor
QC(:> seeks rehearing on this issue. AEP-Ohio further notes
that IEU-Oliio identifies no specific contract that has
allegedly been unconstitutionally impaired. According to
AEP-Ohio, the lack of any such contract in the record is
fatal to IEU-Uhio's impairment claim. AEP-Ohio adds that
customers and CRES providers have long been aware that
the Commission was in the process of establishing an SCTM:
that might be based on something other than RPM pricing.
Finally, AEP-Ohio points out that IEU-Ohio makes no
attenipt to satisfy the test used to analyze impairment
claim.s.

(139) The Commission agrees that it is the province of the courts,
and not the Commission, to judge constitutional claims. As
the Ohio Supreme Court is the appropriate forum for the
constitutional challenges raised by AEP-Ohio and IEU-
0hio, they will not be considered here.

Transition Costs

(140) IEU contends that the Commission, in approving an above-
market rate for generation capacity service, authorized
AEP-Ohio to collect transition revenue or its equivalent,
contrary to Section 4928.40, Revised Code, and the
stipulation approved by the Comn-dssion: in the Company`s
electzic transition plan case. AEP-Ohio responds that this
arguinent has already been considered and rejected by the
CC)YY(1TfiSsion.

(141) As previously discussed, the Commission does not believe
that AEP-Ohio's capacity costs fall within the category of
transition costs. Section 4928.39, Revised Code, defines
transition costs as costs that, among meeting other criteria,
are directly assignable or allocable to retail electric
generation service provided to electric consumers in this
state. As we have determined, A.EP-C)hio's provision of
capacity to CRES providers is not a retail electric service as
defined by Section 4928.01(A)(27), Revised Code. It is a
wholesale transaction between AEP-C)hio and CRES
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providers. IEU-Ohio's request for rehearing should thus be
denied.

Peak Load Contribtition (PLC)

(142) IEI„1-Oh.ic+ contends that the Commission unlawfully and
unreasonably failed to ensure that AEP-Ohio's generation
capacity service is charged in accordance with a customer's
PLC factor that is the controlling billing determinant under
the RAA. IEU-Ohio argues that AEP-Ohio should be
required to disclose publicly the means by which the PLC
is disaggregated from AEP East down to AEP-Ohio and
then down to each customer of the Company. IEU-Ohio
adds that calculation of the difference between RPM-based
capacity pricing and $189.88 JNM-day will require a
transparent and proper identification of the I-YL,C.

(143) The Commission notes that IEU-Ohio is the only party that
has identified or even addressed the PLC factor as a
potential issue requiring resolution in this proceeding.
Additionally, the Commission finds that IEU-Ohio has not
provided any indication that there are inconsistencies or
errors in capacity billings. In the absence of anything other
than IEt,7-Ohio's mere conclusion that the issrie requires the
Commission's atter►tion, we find no basis upon which to
consider the issue at this time. If IEU-Ohio believes that
billing inaccuracies have occurred, it may file a complaint
pursuant to Section 4905.26, Revised Code. Thorefore, TEU-
Ohio's request for rehearing should be denied.

Due Process

(144) IEU-Ohio argues that the totality of the Commission's
actions during the course of this proceeding violated IEU-
Ohio's due process rights under the Fourteenth
Amendment. Specifically, IEU-Ohio believes that the
Commission has repeatedly granted applications for
rehearing, indefinitely tolling them to prevent parties from
taking an unobstructed appeal to the Ohio Supreme Court;
repeatedly granted AEP-Ohia authority to temporarily
impose various forms of its two-tiered, shopping-blocking
capacity charges without record support; failed to address
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major issues rai.sed by parties in violation of Section
4903.09, Revised Code; authorized a deferral mechanism
without record support and then addressed the details of
the deferral mechanism in a separate proceeding where the
evidentiary record had already closed; and authorized
carrying charges on the deferral at the WACC rate without
record support. AEP-Ohio responds that the various due
process arguments raised by IEU-Ohio are generally
misguided.

(145) In a similar vein, IEU-Ohio contends that the Cors^mission
violated Section 4903.09, Revised Code, in that it failed to
address all of the material issues raised by IEU-Ohio,
including its arguments related to transition revenue; PLC
transparency; non-comparability and discrimination in
capacity rates; the Comznission's lack of jurisdiction to use
cost-based ratemaking to increase rates for generation
service or through the exercise of general supervisory
authority; the anticompetitive subsidy resulting from AEP-
Ohio's above-market capacity pricing; and the conflict
between the Company's cost-based ratemaking proposal
and tl-te plain language of the RAA. AEP-Ohio disagrees,
noting that the Commission has already responded to IEU-
Ohio's arguments on numerous occasions and has done so
in compliance with Section 9:903.09, Revised Code.

(146) The Commission again finds no merit in IEU-Ohio's due
process clairn. This proceeding was initiated by the
Commission for the purpose of reviewing AEP-®hio's
capacity charge for its FRR obligations. From the
beginning, IEU-Ohio was afforded the opportunity to
participate, and did participate, in this proceeding,
including the evidentiary hearing. Contrary to IEU-CJhio's
claims, the Commission has, at no poia- ►t, intended to delay
this proceeding, but has rather proceeded carefully to
establish a thorough record addressing the SCM and AEP-
Ohio's capacity costs. Additionally, as discussed
through.out this entry on rehearing, the Commission was
well within its authority to initiate and carry out its
investigation of AEP--Ohio's capacity charge in this
proccvding. We find no merit in IEU-t;)hio's claim that we
acted without evidence in the record. fihe evidence in this
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proceeding is quite extensive, consisting of coizsiderable
testimony and exhibits subn'itted in this proceeding, as
well as the consolidated cases. Finally, we do not agree
that we have failed to address any of the material issues in,
violation of Section 4903.09, Revised Code. The
Commission believes that the findings of fact and written
opinion found in the Capacity Order provide a sufficient
basis for our decision. The Commission concludes that we
have appropriately explained the basis for each of our
orders in this case based on the evidence of record and that
IEU-Ohio has been afforded ample process. Its request for
rehearing should be denied.

Pending Ap^lication for Rehearing

(147) AEP-Ohio argues that it was unreasonable and unlawful
for the Comrn.ission to fail to address in the Capacity Order
the rnerits of the Company's application for rehearing of
the Initial Entry.

(148) In light of the fact that the Cornmission has addressed AEP-
Ohio's application for rehearing of the Tnitial Entry in this
entry on rehearing, we find that the Company's assignment
of error is moot and should, therefore, be denied.

It is, therefore,

-59-

ORDERED, That t7FG's motion for leave to reply filed on August 7, 2012, be
denicd< It is, furtherl

ORDERED, That the applications for rehearing of the Initial. Entry, Interim
Relief Entry, and Capacity Order be granted, in part, and denied, in part, as set forth
herein. It is, further,

ORDERED, That the applications for rehearing of the Interim Relief Extension
Entry be denied. It is, further,
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ORDERED, That a copy of this entry on rehearing be served upon all parties of
record in this case.

THE PUBLIC UTILI'T]CES COMMISSION OF CDHIC?

Steven D. Lesser

Cheryl L. Roberto

SJP/sc

Ent , ^^^t+^ rnal

Barcy F. McNeal
Secretary

APPX 131

, Chairman



BEFORE

THE PUBLIC UTILI'I'IES COMMISSION OF OHIO

In the Matter of the Coxn.mission Review )
of the Capacity Charges of Ohio Power ) Case No. 10-2929-EL-UNC
Company and Columbus Southern Power )
Company. )

CONCURRI NG OPINION
OF COMM.ISSIONER ANDRE T. I'ORTER

I coneur with the majority on the reasoning and result on all issues addressed in
this opinion and entry on rehearing except to the extent that my May 30, 2012
statement stands.

c, .,
^

AiYdre T. Porter

ATPJsc

Enbrd irTtMturnal

Baxcy'F. MchTeal
Secretary
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THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Commission Review )
of the Capacity Charges of Ohio Power ) Case No.10-2929-EL-UNC
Coanpany and Columbus Southern Power )
Company. )

CONCURRING AND DISSENTING OPINION
OF COMMISSIONER CHERYL L. ROBERTO

I dissent from the findings and conclusions in the following paragraphs of the
rehearing order: 71, 92, 95,98,102,106,125, and 134.

As I have expressed previously, to the extent that the Commission has authority
to determine capacity costs it is because these costs compensate noncompetitive retail
electric service. Chapter 4928, Revised Code, defines "retail electric service" to mean
any service involved in the supply or arranging for the supply of electricity to ultirnate
consumers in this state, from the point of generation to the point of consumption. For
purposes of Chapter 4928, Revised Code, retail electric service includes, among other
things, tran:^sniission service.1 As discussed, supra, AEP-Ohio is the sole provider of
the Fixed Resource Requirement service for other transmission users operating within
its footprint until the expiration of its obligation on June 1, 2015. As such, this service
is a "noncompetitive retail electric service" pursuant to Sections 4928.01(A)(21) and
4928.03, Revised Code. This Commission is empowered to set rates for
noncompetitive retail electric services. While PJM could certainly propose a tariff for
FERC adoption directing PJM to establish a compensation method for Fixed Resource
Requirement service, it has opted not to do so in favor of a state conlpensation method
when a state chooses to establish one. VVhen this Commission chooses to establish a
state comperLsation method for a noncompetitive retail electric service, the adopted
rate must be just and reasonable based upon traditional cost-of service principles.

This Commission previously established a state compensation m.ethod for AEP-
Ohio's Fixed Resource Requirement service within AEP-Ohio's initial ESP. AEP-Ohio
received coinpezisation for its Fixed Resource Requirernent service through both the
provider of last resort charges to certain retail shopping customers and a capacity
charge levied on competitive retail providers that was established by the three-year

1 Section 4928.01(A)(27), Revised Code.
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capacity auction conducted by I'JIVI.2 Since the Commission adopted this
compensation method, the Ohio Supreme Court reversed the authorized provider of
last resort charges,3 and the auction value of the capacity charges has fallen
precipitously, as has the relative proportion of shoppers to non-shoppers.

I agrc-e with the majority that the Comzalission is empowered pursuant to its
general supervisory authority found in Sections 4905.04, 49(?5.(l5, and 4905.06, Revised
Code to establish an appropriate rate for the Fixed Resource Requirement service. I
also agree that pursuant to regulatory authority under Chapter 4905, Revised Code, as
well as Chapter 4909, Revised Code a cost-based compensation method is necessary
and appropriate. Additionally, I find that because the Fixed Resource Requirement is
a nonCompetitive retail electric service, the Commission must establish the appropriate
rate based upon traditional cost of service principles. Finally, I find specific authority
within Section 4909.13, Revised Code, for a process by which the Commission may
cause further hearings and investigations and n-iay examine into all matters which
may change, modify, or affect any finding of fact previously made. Given the change
in circumstances since the Coinmission adopted the initial state compensation for
AEt'-ahio's Fixed Resource Requirement service, it is appropriate for the. Commission
to revisit and adjust that rate to reflect current circumstances.

Additionally, I continue to find that the "deferral" is unlawful and
inapprclpriate. In prior cases, this Commissnon has levied a rate or tariff on a group of
customers but deferred collection of revenues due from that group until a later date.
In this instance, the majority proposes to establish a rate for the Fixed Resource
Requirement service provided by AEP-Ohio to other transmission users but then to
discount that rate such that ttle transmission users wyll never pay it. The difference
between the authorized rate and that paid by the other transmission users will be
booked for future payment not by the transmission users but by retail electricity
custonners. The stated purpose of this device is to promote competition.

As an initial matter, I am n:ot convinced on the record before us that
competitiori has suffered sufficiently or will suffer sufficiently during the remaining

IrP the Matter of the Applacaxiaiz of Cohlmbus Soutltern Power Comparzy forA:pprouat of an Electric Secazrity
Plan; an. Anzendrrzent to its Corpcrrate Separatioat Ftan; and the Sale or Transfer of Certain Generating Assets,
Case No. 0€3-917-EL-55O, et rrd., Opircion and Order (March 18, 2009), Entry on Rehearing (July 23,
2009); In the Matter of the Conamission Review of the Calaacittf Charges of Ohio Power Company and
Goluncbres Southern Pouter Company, Case No. 10-2929-EL-UNC, Entry (December 8, 2010).

In re Applictation of Col umbus S. Power Co., 128 Ohio St;3ct 512 (2071),
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term of the Fixed Resource Requirement as the result of the state compensation
method to warrant intervention in the market. If it did, the Comm:ission could
consider regulatory options such as shopping credits granted to the consumers to
promote consumer entry into the market. With more buyers in the market, in theory,
more sellers should enter and prices should fall. The method selected by the majority,
however, attempts to entice more sellers to the market by offering a significant, no-
strzngs-attached, unearzied benefit. This policy choice operates on faith alone that
sellers will compete at levels that drop energy prices while transferring the unearned
discount to consumers. If the retail providers do not pass along the entirety of the
discount, then consumers will certainly and inevitably pay twice for the discount
today granted to the retail suppliers. To be clear, unless every retail provider
disgorges 100 percent of the discount to consumers in the form of lower prices,
shopping consumers will pay more for Fixed. Resource Requirements service than the
retail provider did. This represents the first payment by the consumer for the service.
Then the deferral, with carrying costs, will come due and the consumer will pay for it
all over again --plus interest.

I find that that the mechanism labeled a'°deferral" in the majority opinion is an
unnecessary, ineffective, and costly intervention into the m.arket for which no
authority exists and that I cannot support.

To the extent that these issues were challenged in rehearing, I would grant
rehearing.

- ^ ►̂ --^.t.^^.^ ^-- ^ ^ C:e^--^c^. r^%
- P-^

Cheryl L. Roberto

CLR/sc

E dilthe1.rrLal

I3arcy F. McNeal
Secretary
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T1-fE PUBLIC UTILITIES CON1.MISSION OF OHIO

In the Matter of the Commission Review )
of the Capacity Charges of Ohio Power ) Case No.10-2929-EL-LJNC
Company and Columbus Southern Power )
Company, )

ENTRY ON REHE.A:RINNG

The Commission finds:

(1) On November 1, 2010, American Electric Power Service
Corporation (A EPSC), on behalf of Columbus Southern
Power Company (CSP) and Ohio Power Company (OP)
(jointly, AEP-Ohio or the Company),1 filed an application
with the Federal Energy Regulatory Commission (FERC) in
FERC Docket No. 1ER11--1995. On November 24, 2010, at
the direction of FERC, AEPSC refiled the application in
FERC Docket No. ER11-2183 (FERC filing). The application
proposed to change the basis for compensation for capacity
costs to a cost-based mechanism, pursuant to Section 205 of
the Federal Power Act and Section D.8 of Schedule 8.1 of
the Rel:iability Assurance Agreement (RAA) for the
regional trammission organization, PJM Interccannection,
LLC (PJM), and included proposed formula rate templates
under which AEP-Ohio ^would, calculate its capacity cosfis,

(2) By entry issued on December 8, 2410, in the above-
captioned case, the Commission found that an
investigation was necessary in order to deter.mine the
impact of the proposed change to AEP-Ohio`s capacity
charge (Initial Entry). Consequently, the Comrrii.ssipn
sought public comments regarding the following issues:
(1) what changes to the current state compensation
mechanism (SCM) were appropriate to determine AEP-
Ohio's fixed resource requirement (FRR) capacity charge to
Ohio competitive retail electric service (CRES) providers,
which are referred to as alternative load serving entities
within PJM; (2) the degree to which AEP-Ohio's capacity

1 By entry issued on March 7, 2012, the Commission approved and confirmed the merger of C'.SP into
C?P, effective December 31, 20:11. In the Matter of the.Application of Ohio Power Company and Columbus
Southern Power Compartyfor Authority to Merge and Related Approvals, Case No.1Q-2376-EL-UNC.
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charge was currently being recovered through retail rates
approved by the Commission or other capaczty charges;
and (3) the impact of AEP-Ohio's capacity charge upon
CRES providers and retail competition in Ohio.
Additionally, in light of the change proposed by AEP-Ohio
in the FERC filing, the Commission explicitly adopted as
the SCM for the Company, during the pendency of the
review-, the current capacity charge established by the
three-year capacity auction conducted by PJM based on its
reliability pricing model (RPM).

(3) On January 27, 2011, in Case No. 11-346-EL-SSO, et al.,
AEP-Ohio filed an application for a standard service offer
in the form of a new electric security plan (ESP), pursuant
to Section 492$.143, Revised Code (ESP 2 Case).2

(4) By entry issued on March 7, 2012, in the above-captioned
case, the Commission implemented an interim capacity
pricing mechanism proposed by AEP-Ohio in a motion for
relief filed on February 27, 2012 (Interim Relief Entry).

(5) By entry issued on May 30, 2012, the Commission
approved an extension of the interim capacity pricing
mechanism through July 2, 2012 (:Interirr ►. Relief Extension
Entry).

(6) By opinion and order issued on. July 2, 2012, the
Cornmission approved a capacity pricing mechanism for
AEP-Ohio (Capacity Order). The Cominission established
$188.$8/megawatt-day as the appropriate charge to enable
AEP-Ohio to recover its capacity costs pursuant to its FRR
obligations frorn CRES providers. However, the
Commission also directed that AEP-Ohio's capacity charge
to CRES providers should be the RPM-based rate,
includ'zng final zonal adjustments, on the basis that the
RPM-based rate will promote retail electric competition.
The Commission authorized AEP-Ohio to modify its
accounting procedures to defer the incurred capacity costs

-2_

,2 In the Matter of the Application of Columbus Southern Power Company and Ohio Power Company for
Authority to Establish a Standard Service Offer Fursuant to Section 4928.143, Revised Code, in the Form of
an FtPctric Security Ptan., Case No.11-346-EL-SSCU and 11-34:8-EL-SSO; In the Matter of the Application
of Coturnbus Southern Power Company and Ohio Power Company for Approval of Certain Accounting
Aatthority, Case No.17.-349-EL-AA1i7 and 11-350-EL-AAM.
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not recovered from CRES providers, with the recovery
mechan.ism to be established in the ESP 2 Case.

(7) Section 4903.10, Revised Code, states that any party who'
has entered an appearance in a Comxrussion proceeding
may apply for a rehearing with respect to any matters
determined therein by filing an application within 30 days
after the entry of the order upon the Commission's journal.

(8) By entry on rehearing issued on October 17, 2012, the
Commission granted, in part, and denied, in part,
applications for rehearing of the Tnitial Entry, rnnterim Relief
Entry, and Capacity Order, and denied applications for
rehearing of the Interim Relief Extension Entry (Capacity
Entry on Rehearing).

(9) On November 15, 2012, Industr-ial Energy Users-Ohio
(IEU-Ohio) filed an application for rehearing of the
Capacity Entry on Rehearing. The Ohio Consumers'
Counsel (OCC) and FirstEnergy Solutions Corp. (FES) filed
applications for rehearing on November 16, 2012.
AEP-Ohio filed a memorandum contra the applications for
rehearing on November 26, 2012.

(10) In its first assignment of error, IEU-Ohio claims that the
Capacity Entry on Rehearing is unlawful and
unreasonable, because the Commission cannot rely on
Section 4905.26, Revised Code, to apply a cost-based
ratemaking methodology in establislung AEP-Ohio's
capacity charge for its FRR obligations. Citing Section
4928.05(A)(1), Revised Code, IEU-Ohio contends that
AEP-Ohio's capacity service is a competitive retail electric
service that cannot be regulated by the Commission under
Chapter 4905, Revised Code. IEU-Ohio adds that the Ohio
Supreme Court has determined that the Commission
cannot use its general supervisory powers to circumvent
the statutory ratemaking process enacted by the General
Assembly. IEU-Ohio also notes that Section 4905.26,
Revised Code, is a procedural statute that does not delegate
substantive authority to the Commission to increase a
utility's rates. IEU-Ohio asserts that the Commission has
found that rates can only be established under Section
4905.26, Revised Code, in limited circumstances, and in

-3-
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accordance with other ratemaking statutes. According to
IEU-0hio, the determination as to whether a particular rate
is unjust or unreasonable can only be made by reference to
other provisions of Title 49, Revised Code. IEU-Ohio
argues that the Commission neglected to identify any
statutory ratemaking criteria for determi.ning whether
AEP-Ohio's prior capacity compensation was unjust or
unreasonable. lEU-Ohio contends that there is no statute
that authorizes the Commission to apply a cost-based
ratemaking methodology to increase rates for a competitive
retail electric service.

(11) Similarly, OCC's first assignment of error is that the
Commission erred in finding that it had authority under
Section 4905.26, Revised Code, to initiate this proceeding
and investigate AEP-Ohio's wholesale capacity charge.
(7CC points out that Section 4905.26, Revised Code,
governs complaint proceedings that fall within the
Comamiss%®n's general authority under Chapter 4905,
Revised Code. OCC contends that Chapter 4905, Revised
Code, does not permit the Commission to establish a
wholesale capacity charge or an SCM and, therefore,
Section 4905.26, Revised Code, is not a source of authority
that enables the Comrxt.ission to investigate and fix
AEP-Ohio's wholesale capacity rate. OCC adds that the
various procedural requirements of Section 4905.26,
Revised Code, were not followed by the Commission in the
course of this proceeding. Specifically, E7CC notes that the
Commission did not find that there were reasonable
grounds for complaint prior to the hearing, nor did it find
that AEP-Ohio's e;cXsting capacity charge was unjust,
unreasonable, unjustly discriminatory, unjustly
preferential, or in violation of law.

(12) Like IEU-Ohio and UCC, FES asserts that the Capacity
Entry on Rehearing is unlawful and unreasonable, because
it relied on Section 4905.26, Revised Code, as a source of
authority to establish a cost-based SCM. FES contends that,
although Section 4905.26, Revised Code, provides the
Commission with authority to investigate and set a hearing
to review a rate or charge that may be unjust or
unreasonable, the statute does not confer jurisdiction to
establish a cost-based rate. PES also disputes the
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Commissiori's clarification in the Capacity Entry on
Rehearing that the Con:amission is under no obligation with
regard to the specific mechanism used to address capacity
costs.

(13) In its memorandum contra, AEP-rJhi© notes that the Ohio
Supreme Court has repeatedly held that the Commission
has broad authority to change utility rates in proceedings
under 5ection. 4905.26, Revised Code. In response to
IEU-Ohio's argument that the Commissicn authorizes rates
under Section 4905.26, Revised Code, only in limited
circumstances, AEP-Ohio asserts that Commission
precedent indicates that is the case for self-complaint
proceedings, but not for Commission-initiated
investigations. AEP-Uhio also points out that TEU-011io
and OCC offer no authority in support of their contention
that Chapter 4905, Revised Code, does not permit the
Commission to set wholesale rates. AEP-Ohio notes that
nothing in Chapter 4905, Revised Code, limits its
application to retail rates. AEP-Ohio further notes that the
Commission has often regulated wholesale rates and that
its orders have been upheld by the Ohio Supreme Court.

(14) With respect to C)CC's argcunent that the Commission
failed to find that reasonable grounds for complaint exist in
this case, AEP-Ohio replies that OCC's position is overly
technical and without basis in precedent. AEP-Ohio notes
that there is no requirement that the Cornmission must
make a rote finding of reasonable grounds for complaint in
proceedings initiated pursuant to Section 4905.26, Revised
Code. AEP-Ohio believes that, in initiatrng this
proceeding, the Commission implicitly fourid that there
were reasonable grounds for complaint. Similarly, in
response to OCC's and IELT-Oh.io`s argument that the
Commission did not comply with Section 4905.26, Revised
Code, because it failed to find that RPM-based capacity
pricing is unjust or unreasonable, AEP-Ohio notes that the
statute does not require the Cosnniission to make such a
finding. According to AEP-Ohio, the statute requires the
Commission to conduct a hearing, if there are reasonable
grounds for complaint that a rate is unreasonable, unjust,
unduly discriminatory or preferential, or othertvise in
violation of law. AEP-0hio adds that the Cornmission
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found in the Capacity Order and the Capacity Entry on
Rehearing that RPM-based capacity pricing would produce
unjust and unreasonable results.

(15) Tn its second assignment of error, IEU-Ohio asserts that the
Capacity Entry an. Rehearing is unl.awful and
unreasonable, because the Commission cannot regulate a
wholesale rate, pursuant to Section 4905.04, 4905.05,
4905.06, or 4905.26, Revised Code. Specifically, IEU-Ohio
contends that the Conv.nission's regulatory authority under
Chapter 4905, Revised Code, extends only to the retail
services provided by an electric light company, when it is
engaged in the business of supplying electricity for lxght,
heat, or power purposes to consumers within the state.
IEU-Ohio notes that the Commission determined in the
Capacity Order that the capacity service provided by
AEP-Ohio to CRES providers is a wholesale transaction
rather than a retail service.

(16) In its memorandum contra, AEP-Ohio notes that
IEU-Ohio's argument is contrary to its initial position in
this case, which was that the Commission does have
j1lrisdiction to establish capacity rates, pLlrsstiant to the
option for an SCM under Section D.8 of Schedule 8.1 of the
FERC-approved RAA. AEP-Ohio argues that IEU-Ohio's
current position is based on an overly restrictive statutory
interpretation. AEP-Ohio points out that the characteristics
of an entity that determine whether it is a public utility
subject to the Co.mmission`s jurzsdiction do not necessarily
establish the extent of, or lim.itations on, the Coxnmission's
jurisdiction over the entity's activities, which is a separate
matter. AEP-Ohio reiterates that the Commission's
authority under Section. 4905.26, Revised Code, is
considerable and encompasses regulation of wholesale
rates in Ohio.

(17) In its second assignment of error, FES argues that, even if
the Commission has authority under Chapter 4905, Revised
Code, to establish an SCM, the Cominission must
nonetheless observe the procedural requirezxlents of
Chapter 4909, Revised Code. FES asserts that the Capacity
Entry on Rehearing is unreasonable and unlawful, because
the Commission upheld a cost-based SCM without
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adherence to the mandatory ratemaking formula of Section
4909.15, Revised Code, which requires determinations
regarding property valuation, rate of return, and so forth.

(18) AEP-Ohio responds that the Commission already rejected,
in the Capacity Entry on Rehearing, the argument that a
traditional base rate case was required under the
circumstances. AEP-Ohio notes that, although the
Comm.ission may elect to apply Chapter 4909, Revised
Code, following a complaint proceed'zng, there is no
requirement that it must do so. AEF-Ohio also points out
that the Comn-ission has not adjusted retail rates in this
case.

(19) In its second assignment of error, QCC contends that the
Commission unlawfully and unreasonably determined that
OCC's arguments in opposition to the deferral of capacity
costs were prematurely raised in this proceeding and
should instead be addressed in the ESP 2 Case. OCC
asserts that, in declining to resolve OCC°s arguments in the
present case, the Commission violated Section 4903.09,
Revised Code, and unreasonably impeded OCC's right to
take an appeal. OCC notes that the Connmission has not
yet ruled on its application for rehearing in the ESP 2 Case,
which has delayed the appellate review process, while
AEP-Ohio has nevertheless begun to account for the
deferred capacity costs on its books to the detriment of
customers.

(20) In response, AEP-Ohio notes that the Commission has
already rejected OCC's argument and found that issues
related to the creation and recovery of the deferra.l are more
appropriate for consideration in the ESP 2 Case, in which
the Commission adopted the retail stability rider (RSR), in
part to compensate the Company for its deferred capacity
costs. AEP-Ohio adds that, because the Commission did
not adjust retail rates in the present case, and the RSR. was
adopted in the ESP 2 Case, there is no harm resulting from
the Commission's decision in this docket.

(21) In the Capacity Entry on Rehearing, the Commission
clarified that our initiation of this proceeding for the
purpose of reviewing AEP-Ohio's capacity charge was

-7-
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consistent with Section 4905.26, Revised Cade.3 In relevant
part, the statute provides that, upon the initiative or
complaint of the Commission that any rate or charge is in
any respect unjust, unreasanable, unjustly discriminatory,
unjustly preferential, or in violation of law, if it appears
that reasonable grounds for complaint are stated, the
Comxnissxon must schedule, and provide notice of, a
hearing. The Ohio Supreme Court has found that the
Commission has considerable discretion under the statute,
including the authority to conduct an investigation and fix
new utility rates, if the existing rates are unjust and
unreasonable. See, e,g., Ohio Consumers' Counsel v. Pub. Lltil.
Comm., 110 Ohio St.3d 394, 400 (2006); Allnet
Communications Services, Inc. v. Pub. Util. Comm., 32 Ohio
St.3d 115, 117 (1987); Ohio Utilities Co. v. Pub. Util. Comm.,
58 Ohio St.2d 153,156-158 (1979). The Court has also stated
that utility rates may be changed by the Commission in a
complaint proceeding under Section 4905.26, Revised
Code, without compelling the utility to apply for a rate
increase under Section 4909.18, Revised Code. Ohio
Consumers' Counsel v. Pub. Lltil. Comm., 110 tJhio St.3d 394,
400 (2006), The Commission, therefore, disagrees with the
arguments of IEU-Ohio, FES, and OCC that are couxYter to
this precedent.

(22) Further, we find no requirement in Ohio Supreme Court
precedent or anywhere else that the Commission must first
invoke Chapter 4909, Revised Code, or some other
ratemaking authority, prior to fixing new utility rates, if the
Commission finds that the existing rates are unjust and
unreasonable following a proceeding under Section
4905.26, Revised Code. As noted above, precedent is to the
contrary.

(23) With respect to IFU-Ohio's interpretation of Commission
precedent, we disagree that rates can only be established
under Section 4905.26, Revised Code, in limited
circumstances. The Cornmission precedent cited by
IEU-Ohio is inapplicable here, as it specifically pertains to
sel€-complaixtt proceedings initiated by a public utility, In
the Matter of the Self-Complaint of f Suburban Natural Gas

Capacity Entry on Rehearing at 9-10, 13, 2g, 54.
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Company Concerning its Existing Tariff Provisions, Case No.
11-5846-GA-SLF, Opinion and Order, at 6(Augc,ust 15,
2012).

(24) Additionally, we find no merit in the argument that the
procedural requirements of Section 4905.26, Revised Code,
were not followed in this case, which was initiated by the
Commission in response to AEP-Ohio's FERC filing. In the
Initial Entry, the Comm.i.ssion noted that this proceeding
was necessary to review and deterrru.ne the impact of the
proposed change to AEP-Ohio's capacity charge.4 We
believe that the Initial Entry provided sufficient indication
of the Commission's finding of reasonable grounds for
complaint that AEP-Ohio's capacity charge may be unjust
or unreasonable. We agree with AEP-Ohio that there is no
precedent requiring the Commission to use rote words
tracking the exact language of the statute in every
complaint proceeding. In any event, to the extent
necessary, the Commission clarifies that there were
reasonable grounds for complaint that AEP-Ohio's
proposed capacity charge may have been unjust or
unreasonable. Also, as previously discussed, the
Commission may establish new rates under Section
4905.26, Revised Code, if the existing rates are unjust and
unreasonable, which is exactly what has occurred in the
present case. In the Interim Relief Entry, the Commission
determined that RPM-based capacity pricing could risk an
unjust and unreasonable result for ApP-Olxi.o and
subsequently confirmed, in the Capacifiy Order, that such
pricing wou.ld be insufficient to yield reasonable
coznpeizsation for the Company's capacity sezvice.5

(25) We find no merit in the parties' arguments that the
Commission is precluded from regulating wholesale rates
under Chapter 4905, Revised Code, or Section. 4905.26,
Revised Code, in particular, and the parties offer no
precedent in support of their position. Neither Section
4905.26, Revised Code, nor any other provision of Chapter
4905, Revised Code, prohibits the Commission from
ir.-Litiating a review of a wholesale rate. For its part, IEU-

4 lniiial Entry at 2.

5 Interim Relief Entry at 16-17; Capacity Order at 23; Capacity Entry on Rehearing at 18, 31.
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C7hio contends that the Commission's regulatory authority
under Chapter 4905, Revised Code, is limited to an electric
light company engaged in the business of supplying
electricity to consumers (i.e., as a retail service). Because
the Comfnission determined that the capacity service
provided by AEP-C?hio to CRES providers is a wholesale,
not retail, transaction, IEU-Ohio believes that the
Commission's reliance on Section 4905.26, Revised Code, as
well as Sections 4905.04, 4905.05, 4905.06, Revised Code, is
unreasonable and unlawful. However, from the outset of
this proceeding, the Cominission clearly indicated that the
review of AEP-Qhio's proposed capacity charge would be
comprehensive in scope and include consideration of other
related issues, including the impact on retail competition
and the degree to which the Company's capacity costs
were already being recovered through retail rates.6

(26) Next, we find no error in our clarification that, although the
Commission must ensure that the jurisdictional utilities
receive just and reasonable compensation for the services
that they render, the Commission is under no obligation
with regard to the specific mechanism used to address
capacity costs.7 We did not find, as FES contends, that the
Com_rnission's raternaking powers are unbounded by any
1aw. Rather, we clarified only that the Cornmission has
discretion to determine the type of inechailism
implemented to enable a utility to recover its capacity costs,
and that the recovery mechanism may take the form of an
SCM, rider, or some other mechanism.

(27) In its remaining arguments, IEU-Ohio contends that
AEP-(,7hio's capacity service is a coznpetitive retail electric
service, rather than a wholesale transaction, and again
disputes our reliance on the Coxnmission's general
supervisory powers under Sections 4905.04, 4905.05, and
4306.46, Revised Code, as authority to establish the SCM.
These arguments were already rejected by the Commission
in the Capacity Entry on Rehearing,8 and IEU-Ohio has

6 Initial Entry at 2.
7 Capacity Entry on Reheaaing at 28.
8 Capacity Entry on Rehearing at 28-29.
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raised nothing new for our consideration with respect to
these issues.

(28) Fi.nally, we do not agree with OCC that it was
unreasonable and unlawful, or in violation of Section
4903.09, Revised Code, to find that arguments regarding
the mechanics of the deferral recovery mechanism shotald
be raised and addressed in the ESP 2 Case. The
Commission did not outline the mechanics of, or even
establish., the deferral recovery mechanism. in the Capacity
Order. Rather, we indicated that an appropriate recovery
mech.anism for AEP-0hro's deferred costs would be
established, and any additional financial considerations
addressed, in the ESP 2 Case.9 Although numerous parties,
induding CSCC, attempted to predict how the deferral
mechanism would be implemented and what its impact
would be on ratepayers, the Commission continues to find
that it -would have been meaningless to address such
anticipatory argurnents un the Capacity Entry on
Rehearing. We, therefore, find no errox in having
determined that OCC's claims of unfair competition,
unlawful subsidies, double payments, and discriminatory
pricing were premature, given that the Commissiort had
not yet determined how and from whom AEP-Ohio's
deferred capacity costs would be recovered.10 The
Commission notes that we thoroughly addressed OCC's
other numerous arguments with respect to the deferral of
capacity costs in the Capaeity Entry on Rehearing.

(29) For the above reasons, we find no error in our clarifications
in the Capacity Entry on Rehearing, or in determining that
arguments related to the mechanics of the deferral recovery
mechanism should be resolved in the ESP 2 Case. Any
other arguments raised on rehearing that are not
specifically discussed herein have been thoroughly and
adequately eorssidered by the Commission and are being
denied. Accordingly, the Commission finds that the
applications for rehearing filed by TEU-Ohio, OCC, and FES
should be denied in their entirety.

9 Capacity Order at 23.

10 Capacity Entry on Rehearing at 50-51.

-11-
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It is, therefore,

-12-

ORDERED, That the applications for rehearing filed by IEU-Ohio, OCC, and
FES be denied in their entirety. It is, further,

ORDERED, That a copy of this entry on rehearing be served upon all parties of
record in this case.

THE PUBLI+C i TTILITIES COMMISSION OF OHIO

Todd'

Steven D. Lesser

Cheryl L. Roberto

SJPf sc
.>..

Entered in the Journal 2012

14F,^K

Barcy F. McNeal
Secretary

, Chairman

Andre T.1'orter

Lynn Slaby
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BEFORE

THE PUBLIC LJTILITIES COMMISSION OF OHIO

In the Matter of the Conunission Review )
of the Capacity Charges of Ohio Power ) Case No. 10-2929-EL-UNC
Company and Columbus Southern Power )
Company. )

ENTRY ON REHEARING

The Commission finds:

(1) On. November 1, 2010, American Electric Power Service
Corporation (AEPSC), on behalf of Columbus Southem
Power Company (CSP) and Ohio Power Company (Of')
(jointly, AEP-Ohio or the Company),1 filed an application
with the Federal Energy Regulatory Commission (FERC) in
FERC Docket No, ER11-1995. On November 24, 2010, at
the direction of FERC, AEPSC refi.Ied the application in.
FERC Docket No. ER11-2783 (FERC filing). The application
proposed to change the basis for compensation for capacity
costs to a cost-based mechanism, pursuant to Section 205 of
the Federal Power Act and Section D.8 of Schedule 8.1 of
the Reliability Assurance Agreement for the regional
trans.niission organization, PJM Interconnection, LLC
(PJM), and included proposed formula rate templates
under which AEP-Ohio would calculate its capaca.ty costs.

(2) By entry issued "on December 8, 2010, in the above-
captioned case, the Commission found that an
investigation was necessary in order to determine the
impact of Ehe proposed change to AEP-Ohio's capacity
charge (Initial Entry). Consequently, the Commission
sought public comments regarding the following issues:
(1) what changes to the current state compensation
mechanism (SCM) were appropriate to determine AEP-
Ohio's fixed resource requirement (FRR) capacity charge to
Ohio competitive retail electric service (CRES) providers,
which are referred to as alternative load serving entities

By entry issued on March. 7, 207.2, the Commission approved and confirmed the merger of CSP into
OF, effective December 31, 2011. In the Matter of the Applfccttiara of Ohio Power Company and Columbus
Southern Power Cornpany forAuthority to Merge and Related Approvals, Case No. 70-2376-EL-UNC.
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within PJM; (2) the degree to which AEP-Ohio's capacity
charge was currently being recovered through retail rates
approved by the Commission or other capacity charges;
and (3) the zmpact of AEP-Ohio's capacity charge upon
CRES providers and retail competition in Ohio.
Additioi-tally, in light of the change proposed by AEP-C7hio
in the FERC filing, the Commission explicitly adopted as
the SCM for the Company, during the pendency of the
review, the current capacity charge established by the
three-year capacity auction conducted by PJM based on its
reliability pricing model (RPM).

(3) On )-anuary 27, 2011, in Case No. 1^.-346-EL-SSC), et aL,
AEP-Ohio filed an application for a standard service offer
in the form of a new electric security plan (ESP), pursuant
to Section 4928.143, Revised Code (ESP 2 Case).2

(4) By entry issued on March 7, 2012, in the above-captioned
case, the Commission implemented an interim capacity
pricing mechanism proposed by AEP-Ohio in a motion for
relief filed on February 27, 2012 (Interim Relief Entry).

(5) By entry issued on May 30, 2012, the Commmxssion
approved an extension of the interim capacity pricing
mechanism through July 2, 2012 (Interim Relief Extension
Entry).

(6) By opinion and order issued on July 2, 2012, the
Comxnission approved a capacity pricing mechanism for
AEP-Ohio (Capacity Order). The ConurnisSion established.
$188.88/megawatt-day as the appropriate charge to enable
AEI'-Ohio to recover its capacity costs pursuant to its PRR
obligations from CRES providers. However, the
Commission also directed that AEP-Ohio's capacity charge
to CRES providers should be the RPM-based rate,
including final zonal adjustments, on the basis that the
RPM-based rate will promote retail electric competition.
The Ccamnzi.ssion authorized AEP-Ohio to modify its

-2-

2 In the Matter of the Application of Columbus Southern Prnuer Company and Ohio Power Company for
Authority to Establish a Standard Service Offer Pursuant to Section 4928.143, Revised Code, in the Form of
an Electric Security Plan, Case No. 11-346-EL-S.SO and 1:1-348-EL-SSO; In the Matter of the Application
of Colunzbaas Scnat7Yern Pourer Company and Ohio Power Cornpany for Approval of Certain Accounting
Autharity, Case I4o.11-349-EL,-AA.M and 11-350-EL-AAM.
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accounting procedures to defer the incurred capacity costs
not recovered from CRES providers, with the recovery
mechanism to be established in the ESP 2 Case.

(7) Section 4903.10, Revised Code, states that any party who
has entered an appearance in a Commission proceeding
may apply for a rehearing with respect to any matters
determined therein by filing an application within 30 days
after the entry of the order upon the Commission's journal.

(8) By entry on rehearing issued on October 17, 2012, the
Cornmission granted, in part, and denied, in part,
applications for rehearing of the Initial Entry, Interim Relief
Entry, and Capacity Order, and denied applications for
rehearing of the Interim Relief Extension Entry (October
Capacity Entry on Rehearing).

(9) On December 12, 2012, the Commission issued an entry on
rehearing, denying applications for rehearing of the
October Capacity Entry on Rehearing that were filed by the
Ohio Consumers' Counsel (OCC), Industrial Energy Users-
Ohio (IEU-Ohio), and FirstEnergy Solutions Corp. (FES)
(December Capacity Entry on Rehearing).

(10) On January 11, 2013, OCC filed an application for rehearing
of the December Capacity Entry on Rehearing. AEP-Ohio
filed a.memorandum contra on January 22, 2013.

(11) In its single assignment of error, OCC asserts that the
Commission unlawfully and unreasonably clarified in the
December Capacity Entry on Rehearr.ng that there were
reasonable grounds for complaint, pursuant to Section
4905.26, Revised Code, that AEP-Ohia's proposed capacity
charge in this case may have been unjust or unreasonable,
OCC contends that the Cozninissiori s clarificat2or! attempts
to cure an error after the fact, is not supported by sufficient
evidence, and is procedurally flawed. According to OCC,
the Conlmission's clarification is not supported by its
findings in the Initial Entry. OCC argues that the
Comniission has not satisfied the requirements of Section
4905.26, Revised Code, and, thus, has no jurisdiction in this
case to after AEP-Ohia's capacity ch.arge.

-3-
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OCC also notes that reasonable grounds for complaint
must exist before the Cornmission orders a hearing,
pursuant to Section 4905.26, Revised Code. OCC
emphasizes that the Comm-,.ission did not find reasonable
grounds for complaint in the Initial Entry, but rather made
its clarification two years later in the December Capacity
Entry on Rehearing. OCC adds that the Cominission's
clarification is inconsistent with its earlier procedural
ruling directing the parties to develop an evidentiary
record on the appropriate capacity pricing mechanism for
AEP-O:hio. OCC believes that reasonable grounds for
complaint were intended to be developed through the
evidentiary hearing.

OCC further argues that the Commission did not properly
determine, upon initiation of this proceeding, that AEP-
Ohio's capacity charge may be un6just and unreasonable.
Accordingly, C3CC believes that the Commi.ssion lacked
jurisdiction to modify AEP-Ohio's capacity ch:arge. Finally,
OCC asserts that the Coxnmission failed to find that .RPM-
based capacity pricing is unjust and unreasonable, as
required before a rate change is implemented, pursuant to
Section 4905.26, Revised Code.

(12) In its memorandum contra, AEP-Ohio responds that OCC's
application for rehearing merely raises arguments that
have already been considered and rejected by the
Commission. AEP-Ohio adds that the Comnussion
properly clarified in the December Capacity Entry on
Rehearing that there were reasonable grounds for
complaint under Section 4905.26, Revised Code, in this
proceeding.

(13) In the December Capacity Entry on Rehearing, the
Corz3mission. denied, in their entirety, the applications for
rehearing of the October Capacity Entry on Rehearing that
were filed by OCC, IEU-Ohio, and FES (December Capacity
Entry on Rehearing at 11-12). Section 4903.10, Revised
Code, does not allow parties to repeat, in a second
application for rehearing, arguments that have aPready
been considered and rejected by the Coznrnission. In the
Matter of the Applications of The East Ohio Gas Company d.b.a.
Dominion East Ohio and Columbia Gas of Ohio Inc. for

-4-
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Adjustment of their Interim Emergency and Temporary
Percentage of Incortw Payment Plan Riders, Case No. 05-1421-
GA-PIP, et ai., Second Entry on Rehearing (May 3, 2006), at
4. The December Capacity Entry on Rehearing denied
rehearing on all assignments of error and modified no
substantive aspect of the October Capacity Entry on
Rehearing, and CJCC is not entitled to another attempt at
rehearing. Accordingly, the application for rehearing filed
by C7CC on January 11, 2013, should be denied as
procedurally z.rnproper,

It is, therefore,

-5-

ORDERED, That the application for rehearir ►g filed by OCC on January 11,
2013, be denied. It is, further,

ORDERED, That a copy of this entry on rehearing be served upon all parties of
record in this case.

THE PUBLIC UTILITIES COMMISSION OF OHIO

Todd

. ,^,.

Steven. D. Lesser

SJP/ sc

Entered in the Journal
-M1 a A MU4h

Barcy F. McNeal
Secretary

Chairman

Andre T. Porter
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Baldwin's Ohio Revised Code Annotated

Title XLIX. Public Utilities

Chapter 4905. Public Utilities Commission--General Powers (Refs & Annos)

Regulatory Provisions

R.C. § 4905.26

4905.26 Written complaints; hearing

Effective: September 13, 2010

Currentness

Upon complaint in writing against any public utility by any person, firm, or corporation, or upon the initiative or complaint

of the public utilities commission, that any rate, fare, charge, toll, rental, schedule, classification, or service, or any joint rate,

fare, charge, toll, rental, schedule, classification, or service rendered, charged, demanded, exacted, or proposed to be rendered,

charged, demanded, or exacted, is in any respect unjust, unreasonable, unjustly discriminatory, unjustly preferential, or in

violation of law, or that any regulation, measurement, or practice affecting or relating to any seivice furnished by the public

utility, or in connection with such service, is, or will be, in any respect unreasonable, unjust, insufficient, unjustly discriminatory,

or unjustly preferential, or that any service is, or will be, inadequate or cannot be obtained, and, upon complaint of a public

utility as to any matter affecting its own product or service, if it appears that reasonable grounds for complaint are stated, the

commission shall fix a time for hearing and shall notify complainants and the public utility thereof. The notice shall be served

not less than fifteen days before hearing and shall state the matters complained of. '1'he commission may adjourn such hearing
from time to time.

The parties to the complaint shall be entitled to be heard, represented by counsel, and to have process to enforce the attendance
of witnesses.

CREDIT(S)

(2010 S 162, eff. 9-13-10; 1997 H 215, eff. 9-29-97; 1982 S 378, eff. 1-11-83; 125 v 613; 1953 H 1; GC 614-21)

COMPARATIVE LAWS

Idaho--F.C. § 61-612 et seq.

Ind.--West's A.I.C. 8-1-2-54.

Ky.--Baldwin's KRS 278.260.

Mich.--M.C.L.A. § 460.58.

N.Y.--McKinney's Public Service Law § 43.

Ore.--ORS 756.500 et seq.

LIBRARY REFERENCES

Public Utilities ^161, 167.

Westlaw Topic No. 317A.

C.J.S. Public Utilities §§ 110 to 115, 119 to 129, 208 to 209, 219 to 223, 240 to 241.
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4906.26 LfVrQttert e;-artaAlaints; hearing, OH ST § 4906.26

RESEARCH REFERENCES

ALR Library

91 ALR 5th 517, Recovery from Electrical Utility for Personal Injury or Property Damage Resulting from Stray Voltage.

Encyclopedias

OH Jur. 3d Administrative Law § 74, Exclusive Jurisdiction of Public Utilities Commission.

OH Jur. 3d Administrative Law § 133, Concurrent and Exclusive Jurisdiction; Remedy as Lying in Administrative or Judicial
Forum--Jurisdiction of Public Utilities Commission.

OH Jur. 3d Consumer & Borrower Protection § 141, Jurisdiction of Commission; Remedies.

OH Jur. 3d Highways, Streets, & Bridges § 387, Municipal Consent--Appeal of Public Way Fee.
OH Jur. 3d Public Utilities § 26, Jurisdiction.

OH Jur. 3d Public Utilities § 27, Jurisdiction--Determination as to Jurisdiction; Review.

OH Jur. 3d Public Utilities § 28, Jurisdiction--Common Pleas Court Jurisdiction Over Controversies Involving Contract or
Property Rights or Torts.

OH Jur. 3d Public Utilities § 74, Change in Tariff Rates.

OH Jur. 3d Public Utilities § 97, Service by Public Utilities; Jurisdiction.

OH Jur. 3d Public Utilities § 98, Hearings on Complaints Relating to Service by Public Utilities.

OH Jur. 3d Public Utilities § 188, Methods for Obtaining Commission Approval of Rate Schedules.
OH Jur. 3d Public Utilities § 202, Hearing on Complaints.

OH Jur. 3d Public Utilities § 215, Statutory Power to Regulate.

OH Jur. 3d Telecommunications § 39, Duties Regarding Defective or Inadequate Equipment.

OH Jur. 3d Telecommunications § 40, Sale of Equipment to Private Communications Corporation.

OH Jur. 3d Telecommunications § 44, General Standards of Service; Discrimination.

OH Jur. 3d Telecommunications § 45, Complaints About Service; Hearing Before Public Utilities Commission.

OH Jur. 3d Telecommunications § 52, Areas With Inad:equate Service.

OH Jur. 3d `Telecommunications § 63, Interchange of Business; Discrimination, Generally.

Treatises and Practice Aids

Painter & Pollis, Ohio Appellate Practice § 9:63, Proceedings of Selected State Agencies--Public Utilities.

Gotherman & Babbit, Ohio Municipal Law § 21:6, Rate Regulation by Public Utilities Commission.
LAW REVIEW AND JOURNAL COMMENTARIES

Practice and Procedure before the Public Utilities Commission of Ohio, Irwin S. Rosenbaum. 4 U Cin L Rev 444 (November
1930).

Notes of Decisions (157)

R.C. § 4905.26, OH ST § 4905.26

Current through 2013 File 24 of the 130th GA (2013-2014).

Ersd of Dserrtngat CC"f.>i:? 't'ho;ns 7n Fd.euteAe. No claim w ocigin:sl U.S. C`rrsvernrrie::t Woixs.
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49Q0.1 5 Fixing of reasonable rate; construction projects; procedures, OH ST § 4909.16

Baldwin's Ohio Revised Code Annotated

Title XLIX. Public Utilities

Chapter 4909. Public Utilities Cornrn.ission,-Fixation of Rates (Refs & Annos)

Fixation of Rates by Commission; Environmental Compliance

R.C. § 4909•15

4909.15 Fixing of reasonable rate; constrtiction projects; procedures

Effective: March 27, 2013

Currentness

(A) The public utilities commission, when fixing and determining just and reasonable rates, fares, tolls, rentals, and charges,
shall determine:

(1) The valuation as of the date certain of the property of the public utility used and useful or, with respect to a natural gas,

water-works, or sewage disposal system company, projected to be used and useful as of the date certain, in rendering the public

utility service for which rates are to be fixed and deternained. The valuation so determined shall be the total value as set forth

in division (C)(8) of section 4909.05 of the Revised Code, and a reasonable allowance for materials and supplies and cash
working capital as determined by the commission.

The comsnission, in its discretion, may include in the valuation a reasonable allowance for construction work in progress but,

in no event, may such an allowance be made by the commission until it has determined that the particular construction project
is at least seventy-five per cent complete.

In determining the percentage completion of a particular construction project, the commission shall consider, among other

relevant criteria, the per cent of time elapsed in construction; the per cent of constraetion funds, excluding allowance for funds

used during construction, expended, or obligated to such construction funds budgeted where all such funds are adjusted to reflect

current purchasing power; and any physical inspection performed by or on behalf of any party, including the commission's staff.

A reasonable allowance for construction work in progress shall not exceed ten per cent of the total valuation as stated in this

division, not including such allowance for construction work in progress.

Where the commission permits an allowance for construction work in progress, the dollar value of the project or portion thereof

included in the valuation as construction work in progress shall not be included in the valuation as plant in service until such

time as the total revenue effect of the construction work in progress allowance is offset by the total revenue effect of the plant in

service exclusion. Carrying charges calculated in a manner similar to allowance for funds used during construction shall accrue

on that portion of the project in service but notreflected in rates as plant in service, and such accrued carrying charges shall

be included in the valuation of the property at the conclusion of the offset period for purposes of division (C)(8) of section
4909.05 of the Revised Code.

From and after April 10, 1985, no allowance for construction work in progress as it relates to a particular construction project

shall be reflected in rates for a period exceeding forty-eight consecutive months commencing on the date the initial rates

reflecting such allowance become effective, except as otherwise provided in this division.

The applicable maximum period in rates for an allowance for construction work in progress as it relates to a particular

construction project shall be tolled if, and to the extent, a delay in the in-service date of the project is caused by the action or

^..^.... . _ . ^..rr..^. ...zW.^. r
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inaction of any federal, state, county, or municipal agency having jurisdiction, where such action or inaction relates to a change

in a rule, standard, or approval of such agency, and where such action or inaction is not the result of the failure of the utility to

reasonably endeavor to comply with any rule, standard, or approval prior to such change.

In the event that such period expires before the project goes into service, the conamission shall exclude, from the date of

expiration, the allowance for the project as construction work in progress from rates, except that the commission may extend

the expiration date up to twelve montlis for good cause shown.

In the event that a utility has permanently canceled, abandoned, or terminated construction of a project for which it was

previously permitted a construction work in progress allowance, the commission immediately shall exclude the allowance for
the project from the valuation.

In the event that a construction work in progress project previously included in the valuation is removed from the valuation

pursuant to this division, any revenues collected by the utility from its customers after April 10, 1985, that resulted from such

prior inclusion shall be offset against future revenues over the same period of time as the project was included in the valuation

as construction work in progress. The total revenue effect of such offset shall not exceed the total revenues previously collected.

In no event shall the total revenue effect of any offset or offsets provided under division (A)(1) of this section exceed the total

revenue effect of any construction work in progress allowance.

(2) A fair and reasonable rate of return to the utility on the valuation as determined in division (A)(1) of this section;

(3)1'he dollar annual return to which the utility is entitled by applying the fair and reasonable rate of return as determined under
division (A)(2) of this section to the valuation of the utility determined under division (A)(1) of this section;

(4) The cost to the utility of rendering the public utility service for the test period used for the determination under division
(C)(1) of this section, less the total of any interest on cash or credit refunds paid, pursuant to section 4909.42 of the Revised
Code, by the utility during the test period.

(a) Federal, state, and local taxes imposed on or measured by net income may, in the discretion of the commission, be computed

by the normalization method of accounting, provided the utility maintains accounting reserves that reflect differences between

taxes actually payable and taxes on a normalized basis, provided that no determination as to the treatment in the rate-making

process of such taxes shall be made that will result in loss of any tax depreciation or other tax benefit to which the utility would

otherwise be entitled, and further provided that such tax benefit as redounds to the utility as a result of such a computation may

not be retained by the company, used to fund any dividezad or distribution, or utilized for any purpose other than the defrayal

of the operating expenses of the utility and the defrayal of the expenses of the utility in connection with construction work.

(b) The amount of any tax credits granted to an electric light company under section 5727.391 of the Revised Code for Ohio

coal burned prior to January 1, 2000, shall not be retained by the company, used to fund any dividend or distribution, or utilized

for any purposes other than the defrayal of the allowable operating expenses o#'the company and the defrayal of the allowable

expenses of the company in connection with the installation, acquisition, construction, or use of a compliance facility. The

amount of the tax credits granted to an electric light company under that section for Ohio coal burned prior to January 1, 2000,

shall be returned to its customers within three years after initially claiming the credit through an offset to the company's rates

or fuel component, as determined by the commission, as set forth in schedules filed by the company under section 4905.30

of the Revised Code. As used in division (A)(4)(b) of this section, "compliance facility" has the same meaning as in section
5727.391 of the Revised Code.

.. . ...... ^_.e^.. .^..... ..... ..,. ,.,..._. , . . .._ ._ __ .. ....^.,_.. ._. . ..^.^..^
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(B) The commission shall cotnpute the gross annual revenues to which the utility is entitled by adding the dollar amount of

return under division (A)(3) of this section to the cost, for thatest period used for the determination under division (C)(1) of

this section, of rendering the public utility service under division (A)(4) of this section.

(C)(1) Except as provided in division (D) of this section, the revenues and expenses of the utility shall be determined during

a test period. The utility may propose a test period for this determination that is any twelve-month period beginning not more

than six months prior to the date the application is filed and ending not more than nine months subsequent to that date. The

test period for determining revenues and expenses of the utility shall be the test period proposed by the utility, unless otherwise

ordered by the commission.

(2) The date certain shall be not later than the date of filing, except that it shall be, for a natural gas, water-works, or sewage

disposal system cornpany, not later than the end of the test period.

(D) A natural gas, water-works, or sewage disposal system company may propose adjustments to the revenues and expenses to

be determined under division (C)(1) of this section for any changes that are, during the test period or the twelve-month period

iminediately following the test period, reasonably expected to occur. The natural gas, water-works, or sewage disposal system

company shall identify and quantify, individually, any proposed adjustments. The commission shall incorporate the proposed

adjustments into the determination if the adjustments are just and reasonable.

(E) When the commission is of the opinion, after hearing and after making the determinations under divisions (A) and (B) of

this section, that any rate, fare, charge, toll, rental, schedule, classification, or service, or any joint rate, fare, charge, toll, rental,

schedule, classification, or service rendered, charged, demanded, exacted, or proposed to be rendered, charged, demanded,

or exacted, is, or will be, unjust, unreasonable, unjustly discriminatory, unjustly preferential, or in violation of law, that the

service is, or will be, inadequate, or that the maximum rates, charges, tolls, or rentals chargeable by any such public utility are

insufficient to yield reasonable compensation for the service rendered, and are unjust and unreasonable, the commission shall:

(1) With due regard among other things to the value of all property of the public utility actually used and useful for the

convenience of the public as determined under division (A)(1) of this section, excluding from such value the value of any

franchise or right to own, operate, or enjoy the same in excess of the amount, exclusive of any tax or annual charge, actually

paid to any political subdivision of the state or county, as the consideration for the grant of such franchise or right, and excluding

any value added to such property by reason of a monopoly or merger, with due regard in determining the dollar annual return

under division (A)(3) of this section to the necessity of making reservation out of the income for surplus, depreciation, and
contingencies, and;

(2) With due regard to all such other matters as are proper, according to the facts in each case,

(a) Including a fair atid reasonable rate of return determined by the commission with reference to a cost of debt equal to the

actual embedded cost of debt of such public utility,

(b) But not including the portion of any periodic rental or use payments representing that cost of property that is included in

the valuation report under divisions (C)(4) and (5) of section 4909.05 of the Revised Code, fix and determine the just and

reasonable rate, fare, charge, toll, rental, or service to be rendered, charged, demanded, exacted, or collected for the performance

;..F .... .. ,.,.. ... t ;^ " f.^>. .,^. ...... ...:. ..,.W^.._A_....APPX 157
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or rendition of the service that will provide the public utility the allowable gross annual revenues under division (B) of this

section, and order such just and reasor,able rate, fare, charge, toll, rental, or service to be substituted for the existing one. After

such determination and order no change in the rate, fare, toll, charge, rental, schedule, classification, or service sliall be made,

rendered, charged, demanded, exacted, or changed by such public utility without the order of the commission, and any other
rate, fare, toll, charge, rental, classification, or service is prohibited.

(F) Upon application of any person or any public utility, and after notice to the parties in interest and opportunity to be heard

as provided in Chapters 4901., 4903., 4905., 4907., 4909., 4921., and 4923. of the Revised Code for other hearings, bas been

given, the commission may rescind, alter, or amend an order fixing any rate, fare, toll, charge, rental, classification, or service,

or any other order made by the commission. Certified copies of such orders shall be served and take effect as provided for
original orders.

CREDIT(S)
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Baldwin's Ohio Revised Code Annotated

Title XLIX. Public Utilities

Chapter 4928. Competitive Electric Retail Service

General Provisions

R.C. § 4928.01

4928.oa Definitions

Effective: September 10, 2012

Currentness

(A) As used in this chapter:

(1) "Ancillary service" means any function necessary to the provision of electric transmission or distribution service to a retail

customer and includes, but is not limited to, seheduling, system control, and dispatch services; reactive supply from generation

resources and voltage control service; reactive supply from transmission resources service; regulation service; frequency

response service; energy imbalance service; operating reserve-spinning reserve service; operating reserve-supplemental reserve

service; load following; back-up supply service; real-power loss replacement service; dynamic scheduling; system black start
capability; and network stability service.

(2) "Billing and collection agent" means a fully independent agent, not affiliated with or otherwise controlled by an electric

utility, electric services company, electric cooperative, or governmental aggregator subject to certification under section 4928.08

of the Revised Code, to the extent that the agent is under contract with such utility, company, cooperative, or aggregator solely

to provide billing and collection for retail electric service on behalf of the utility company, cooperative, or aggregator.

(3) "Certified territory" means the certified territory established for an electric supplier under sections 4933.81 to 4933.90 of
the Revised Code.

(4) "Competitive retail electric service" means a component of retail electric service that is competitive as provided under
division (B) of this section.

(5) "Electric cooperative" means a not-for-profit electric light company that both is or has been f inanced in whole or in part
underthe "Rural Electrification.Act of 1936," 49 Stat. 1363, 7 U.S.C. 901, and owns or operates facilities in this state to generate,
transmit, or distribute electricity, or a not-for-profit successor of such company.

(6) "Electric distribution utility" means an electric utility that supplies at least retail electric distribution service.

(7) "Electric light company" has the same meaning as in section 4905.03 of the Revised Code and includes an electric services

company, but excludes any self-generator to the extent that it consumes electricity it so produces, sells that electricity for resale,
or obtains electricity from a generating facility it hosts on its premises,

._._ ...., ... .. ....... .. , ... .. .....w _.. .. ..... ........ . M.w. ^.
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(8) "Electric load center" has the same meaning as in section 4933.81 of the Revised Code.

(9) "Electric services company" means an electric light company that is engaged on a for-profit or not-for-profit basis in the

business of supplying or arranging for the snpply of only a competitive retail electric service in this state. "Electric services

company" includes a power niarketer, power broker, aggregator, or independent power producer but excludes an electric

cooperative, municipal electric utility, governmental aggregator, or billing and collection agent.

(10) "Electric supplier" has the same meaning as in section 4933.81 of the Revised Code.

(11) "Electric utility" means an electric light company that has a certified territory and is engaged on a for-profit basis either

in the business of supplying a noncompetitive retail electric service in this state or in the businesses of supplying both a

noncompetitive and a competitive retail electric service in this state. "Electric utility" excludes a municipal electric utility or
a billing and collection agent.

(12) "Firm electric service" means electric service other than nonfirm electric service.

(13) "Governmental aggregator" means a legislative authority of a municipal corporation, a board of township trustees, or a

board of county commissioners acting as an aggregator for the provision of a competitive retail electric service under authority
conferred under section 4928.20 of the Revised Code.

(14) A person acts "knowingly," regardless of the person's purpose, when the person is aware that the person's conduct will

probably cause a certain result or will probably be of a certain nature. A person has knowledge of circumstances when the

person is aware that such circumstances probably exist.

(15) "Level of funding for low-income customer energy efficiency programs provided through electric utility rates" means the

level of funds specifically included in an electric utility's rates on October 5, 1999, pursuant to an order of the public utilities

commission issued under Chapter 4905. or 4909. of the Revised Code and in effect on October 4, 1999, for the purpose of

improving the energy efficiency of housing for the utility's low-income customers. The term excludes the level of any such

funds committed to a specific nonprofit organization or organizations pursuant to a stipulation or contract.

(16) "Low-income customer assistance programs" means the percentage of income payment plan program, the home energy

assistance program, the home weatherization assistance program, and the targeted energy efficiency and weatherization
program.

(17) "Market development period" for an electric utility means the period of time beginning on the starting date of competitive
retail electric service and ending on the applicable date for that ritility as specified in section 4928.40 of the Revised Code,
irrespective of whether the utility applies to receive transition revenues under this chapter.

(18) "Market power" means the ability to impose on customers a sustained price for a product or service above the price that
would prevail in a competitive market.
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(19) "Mercantile customer" means a commercial or industrial customer if the electricity consumed is for nonresidential use and

the customer consumes more than seven hundred thousand kilowatt hours per year or is part of a national account involving
multiple facilities in one or more states.

(20) "14iunicipal electric utility" means a municipal corporation that owns or operates facilities to generate, transmit, or distribute
electricity.

(21) "Noncompetitive retail electric service" means a component of retail electric service that is noncompetitive as provided
under division (B) of this section.

(22) "Nonfirm electric service" means electric service provided pursuant to a schedule filed under section 4905.30 of the

Revised Code or pursuant to an arrangement under section 4905.31 of the Revised Code, which schedule or arrangement

includes conditions that may require the customer to curtail or interrupt electric usage during noneniergency circumstances

upon notification by an electric utility.

(23) "Percentage of incoine payment plan arrears" means funds eligible for collection through the percentage ofincome payment

plan rider, but uncollected as of July 1, 2000.

(24) "Person" has the same meaning as in section 1.59 of the Revised Code.

(25) "Advanced energy project" means any technologies, products, activities, or management practices or strategies that

facilitate the generation or use of electricity or energy and that reduce or support the reduction of energy consumption or support

the production of clean, renewable energy for industrial, distribution, commercial, institutional, governmental, research, not-

for-profit, or residential energy users, including, but not limited to, advanced energy resources and renewable energy resources.

"Advanced energy project" also includes any project described in division (A), (B), or (C) of section 4928.621 of the Revised
Code.

(26) "Regulatory assets" means the unamortized net regulatory assets that are capitaiized or deferred on thexegulatory books of

the electric utility, pursuant to an order or practice of the public utilities commission or pursuant to generally accepted accounting

principles as a result of a prior commission rate-making decision, and that would otherwise have been charged to expense as

incurred or would not have been capitalized or otherwise deferred for future regulatory consideration absent commission action,

"Regulatory assets" includes, but is not limited to, all deferred demand-side management costs; all deferred percentage of

income payment plan arrears; post-in-service capitalized charges and assets recognized in connection with statement of financial

accounting standards no. 109 (receivables from customers for income taxes); future nuclear decommissioning costs and fuel

disposal costs as those costs have been determined by the commission in the electric utility's most recent rate or accounting

application proceeding addressing such costs; the undepreciated costs of safety and radiation control eqtiipment on nuclear

generating plants owned or leased by an electric utility; and fuel costs currently deferred pursuant to the terms of one or more
settlement agreements approved by the commission,

(27) "Retail electric service" means any service involved in supplying or arranging for the supply of electricity to ultimate

consumers in this state, fi°oin the point of generation to the point of consumption. For the purposes of this chapter, retail electric

service includes one or more of the following "service components": generation service, aggregation service, power marketing

. . ,., __ ..^... ...... ..r... _.... . ,.,w. ^ . _ .........._.__. ..^.
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service, power brokerage service, transmission service, distribution service, ancillary service, metering service, and billing and
collection service.

(28) "Starting date of competitive retail electric service" means January 1, 2001,

(29) "Customer-generator" means a user of a net metering system.

(30) "Net metering" means measuring the difference in an applicable billing period between the electricity supplied by an

electric service provider and the electricity generated by a customer-generator that is fed back to the electric service provider.

(31) "Net metering system" means a facility for the production of electrical energy that does all of the following:

(a) Uses as its fuel either solar, wind, biomass, landfill gas, or hydropower, or uses a microturbine or a fuel cell;

(b) Is located on a customer-generator's premises;

(c) Operates in parallel with the electric utility's transmission and distribution facilities;

(d) Is intended primarily to offset part or all of the customer-generator's requirements for electricity.

(32) "Self-generator" means an entity in this state that owns or bosts on its premises an electric generation facility that produces
electricity primarily for the owner's consumption and that may provide any such excess electricity to another entity, whether
the facility is installed or operated by the owner or by an agent under a contract.

(33) "Rate plan" means the standard service offer in effect on the effective date of the amendment of this section by S.B. 221
of the 127th general assembly, July 31, 2008.

(34) "Advanced energy resource" means any of the following:

(a) Any method or any modification or replaceinent of any property, process, device, structure, or equipment that increases the

generation output of an electric generating facility to the extent such efficiency is achieved witliout additional carbon dioxide
emissions by that facility;

(b) Any distributed generation system consisting of customer cogeneration technology;

(c) Clean coal technology that includes a carbon-based product that is chemically altered before combustion to demonstrate a

reduction, as expressed as ash, in emissions of nitrous oxide, mercury, arsenic, chlorine, sulfur dioxide, or sulfur trioxide in
accordance with the American society of testing and materials standard D1757A or a reduction of metal oxide eniissions in
accordance with standard D5 142 of thatsociety, or clean coal technology that includes the design capability to control or prevent

,.----------..... .. ,._..,.... _...^..,^..^ _..:- w
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the emission of carbon dioxide, which design capability the commission shall adopt by rule and shall be based on economically

feasible best available technology or, in the absence of a cletertnined best available technology, shall be of the highest level of

economically feasible design capability for which there exists generally accepted scientific opinion;

(d) Advanced nuclear energy technology consisting of generation TIT technology as defined by the nuclear regulatory

commission; other, later technology; or significant improvements to existing facilities;

(e) Any fuel cell used in the generation of electricity, including, but not limited to, a proton exchange membrane fuel cell,

phosphoric acid fuel cell, molten carbonate fuel cell, or solid oxide fuel cell;

(f) Advanced solid waste or construction and demolition debris conversion technology, including, but not limited to, advanced

stoker technology, and advanced fluidized bed gasification technology, that results in measurable greenhouse gas emissions
reductions as calculated pursuant to the United States environmental protection agency's waste reduction model (WARM);

(g) Demand-side management and any energy efficiency improvement;

(h) Any new, retrofitted, refueled, or repowered generating facility located in Ohio, including a simple or combined-cycle

natural gas generating facility or a generating facility that uses biomass, coal, modular nuclear, or any other fuel as its input;

(i) Any uprated capacity of an existing electric generating facilityifthe uprated capacity results from the deployment of advanced
technology.

"Advanced energy resource" does not include a waste energy recovery system that is, or has been, included in an energy

efficiency program of an electric distribution utility pursuant to requirements under section 4928.66 of the Revised Code.

(35) "Air contaminant source" has the same meaning as in section 3704.01 of the Revised Code.

(36) "Cogeneration technology" means technology that produces electricity and useful thermal output simultaneously.

(37)(a) "Renewable energy resource" means any of the following:

(i) Solar photovoltaic or solar thermal energy;

(ii) Wind energy;

(iii) Power produced by a hydroelectric facility;

(iv) Geothermal energy;
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(v) Fuel derived from solid wastes, as defined in section 3734.01 of the Revised Code, through fractionation, biological

decomposition, or other process that does not principally involve combustion;

(vi) Biomass energy;

(vii) Energy produced by cogeneration technology that is placed into service on or before December 31, 2015, and for which

more than ninety per cent ofthe total annual energy input is from combttstion of a waste or byproduct gas from an air contaminant

source in this state, which source has been in operation since on or before January 1, 1985, provided that the cogeneration

technology is a part of a facility located in a county having a population of more than three hundred sixty-five thousand but less

than three hundred seventy thousand according to the most recent federal decennial census;

(viii) Biologically derived methane gas;

(ix) Energy derived from nontreated by-products of the pulping process or wood manufacturing process, including bark, wood
chips, sawdust, and lignin in spent pulping liquors.

"Renewable energy resource" includes, but is not limited to, any fuel cell used in the generation of electricity, including, but

not limited to, a proton exchange membrane fuel cell, phosphoric acid fuel cell, molten carbonate fuel cell, or solid oxide fuel

cell; wind turbine located in the state's territorial waters of Lake Eric; methane gas emitted from an abandoned coal mine; waste

energy recovery system placed into service or retrofitted on or after the effective date of the amendment of this section by S.B.

315 of the 129th general assembly, except that a waste energy recovery system described in division (A)(38)(b) of this section

may be included only if it was placed into service between January 1, 2002, and December 31, 2004; storage facility that will

promote the better utilization of a renewable energy resource; or distributed generation system used by a customer to generate
electricity from any such energy.

"Renewable energy resource" does not include a waste energy recovery system that is, or was, on or after January 1, 2012,

included in an energy efficiency program of an electric distribution utility pursuant to requirements under section 4928.66 of
the Revised Code.

(b) As used in division (A)(37) of this section, "hydroelectric facility" means a hydroelectric generating facility that is located

at a dam on a river, or on any water discharged to a river, that is within or bordering this state or within or bordering an adjoining
state and meets all of the following standards:

(i) The facility provides for river flows that are not detrimental for fish, wildlife, and water quality, including seasonal flow

fluctuations as defined by the applicable licensing agency for the facility.

(ii) The facility demonstrates that it complies with the water quality standards of this state, which compliance may consist of

certificatio-n under Section 401 of the "Clean Water Act of 1977," 91 Stat. 1598, 1599, 33 UsS.C. 1341, and demonstrates that

it has not contributed to a finding by this state that the river has impaired water quality under Section 303(d) of the "Clean

Water Act of 1977," 114 Stat. 870, 33 U.S.C. 1313.

(iii) The facility complies with mandatory prescriptions regarding fish passage as required by the federal energy regulatory
commission license issued for the project, regarding fish protection for riverine, anadromous, and catadromous fish.
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(iv) The facility complies witli the recommendations of the Ohio environmental protection agency and with the terms of its

federal energy regulatory commission license regarding watershed protection, mitigation, or enhancement, to the extent of each
agency's respective jurisdiction over the facility.

(v)1'he facility complies with provisions of the "Endangered Species Act of 1973," 87 Stat. 884, 16 U.S.C. 1531 to 1544, as
amended.

(vi) The facility does not harm cultural resources of the area.l his can be shown through compliance with the terms of its federal

energy regulatory conunission license or, if the facility is not regulated by that commission, through development of a plan

approved by the Ohio historic preservation office, to the extent it has jurisdiction over the facility.

(vii) The facility complies with the terms of its federal energy regulatory commission license or exemption that are related to

recreational access, accommodation, and facilities or, if the facility is not regulated by that commission, the facility complies

with similar requirements as are recommended by resource agencies, to the extent they have jurisdiction over the facility; and
the facility provides access to water to the public without fee or charge.

(viii) The facility is not recommended for removal by any federal agency or agency of any state, to the extent the particular
agency has jurisdiction over the facility.

(38) "Waste energy recovery system" means either of the following:

(a) A facility that generates electricity through the conversion of energy from either of the following:

(i) Exhaust heat from engines or manufacturing, industrial, commercial, or institutional sites, except for exhaust heat from a

facility whose primary purpose is the generation of electricity;

(ii) Reduction of pressure in gas pipelines before gas is distributed tlr.rough the pipeline, provided that the conversion of energy

to electricity is achieved without using additional fossil fuels:

(b) A facility at a state institution of higher education as defined in section 3345.011 of the Revised Code that recovers waste

heat from electricity-producing engines or combustion turbines and that simultaneously uses the recovered heat to produce

steam, provided that the facility was placed into service between January 1, 2002, and December 31, 2004.

(39) "Smart grid" means capital improvements to an electric distribution utility's distribution infrastructure that improve

reliability, efficiency, resiliency, or reduce energy demand or use, including, but not limited to, advanced metering and
automation of system functions.

(40) "Combined heat and power system" means the coproduction of electricity and useful thermal energy from the same fuel

source designed to achieve thermal-efficiency levels of at least sixty per cent, with at least twenty per cent of the system's total
useful energy in tite form of thermal energy.
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(B) For the purposes of this chapter, a retail electric service component shall be deemed a competitive retail electric service if

the service component is competitive pursuant to a declaration by a provision of the Revised Code or pursuant to an order of

the public utilities commission authorized under division (A) of section 4928.04 of the Revised Code. Otherwise, the service

component shall be deemed a noncompetitive retail electric service.
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Baldwin's Ohio Revised E;odeAnnotated

Title XLIX. Public Utilities

Chapter 4928. Competitive Electric Retail Service

General Provisions

R.C. § 4928.02

4928.02 State policy

Effective: September 10, 2012

Currentness

It is the policy of this state to do the following tbroughout this state:

(A) Ensure the availability to consumers of adequate, reliable, safe, efficient, nondiscriminatory, and reasonably priced retail
electric service;

(B) Ensure the availability of unbundled and comparable retail electric service that provides consumers with the supplier, price,

terms, conditions, and quality options they elect to meet their respective needs;

(C) Ensure diversity of electricity supplies and suppliers, by giving consumers effective clioices over the selection of those

supplies and suppliers and by encouraging the development of distributed and small generation facilities;

(D) Encourage innovation and market access for cost-effective supply- and demand-side retail electric service including, but

not limited to, demand-side management, time-differentiated pricing, waste energy recovery systems, smart grid programs, and

implementation of advanced metering infrastructure;

(E) Encourage cost-effective and efficient access to information regarding the operation of the transmission and distribution

systems of electric utilities in order to promote botli effective customer choice of retail electric service and the development

of performance standards and targets for service quality for all consumers, including annual achievement reports written in
plain language;

(F) Ensure that an electric utility's transmission and distribution systems are available to a customer-generator or owner of

distributed generation, so that the customer-generator or owner can market and deliver the electricity it produces;

(G) Recognize the continuing emergence of competitive electricity markets through the development and implementation of
flexible regulatory treatment;

(1-I) Ensure effective competition in the provision of retail electric service by avoiding anticornpetitive subsidies flowing from

a noncompetitive retail electric service to a competitive retail electric service or to a product or service other than retail electric

service, and vice versa, including by prohibiting the recovery of any generation-related costs through distribution or transmission
rates;

-- ---------- -- ----------------- . ..
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(1) Ensure retail electric service consumers protection against unreasonable sales practices, market deficiencies, and market
power;

(J) Provide coherent, transparent means of giving appropriate incentives to technologies that can adapt successfully to potential
environmental mandates;

(K) Encourage implementation of distributed generation across customer classes through regular review and updating of

administrative rules governing critical issues such as, but not limited to, interconnection standards, standby charges, and net
metering;

(L) Protect at-risk populations, including, but not limited to, when considering the implementation of any new advanced energy
or renewable energy resource;

(M) Encourage the education of small business owners in this state regarding the use of, and encourage the use of, energy

efficiency programs and alternative energy resources in their businesses;

(N) Facilitate the state's effectiveness in the global economy.

In carrying out this policy, the conimission shall consider rules as they apply to the costs of electric distribution infrastructure,

inciuding, but not limited to, line extensions, for the purpose of development in this state.
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Baldwin's Ohio Revised Code Annotated
Title XLIX. Public Utilities

Chapter 4928. Competitive Electric Retail Service

General Provisions

R.C. § 4928.03

4928.03 Obtaining competitive retail electric services; access to noncompetitive retail electric services

Currentness

Beginning on the starting date of competitive retail electric service, retail electric generation, aggregation, power marketing,

and power brokerage services supplied to consumers within the certified territory of an electric utility are competitive retail

electric services that the consumers may obtain subject to this chapter from any supplier or suppliers. In accordance with a

filing under division (F) of section 4933.81 of the Revised Code, retail electric generation, aggregation, power marketing, or

power brokerage services supplied to consumers within the certified territory of an electric cooperative that lias made the filing

are competitive retail electric services that the consumers may obtain subject to this chapter from any supplier or suppliers.

Beginning on the starting date of competitive retail electric service and notwithstanding any other provision of law, each

consumer in this state and the suppliers to a consumer shall have comparable and nondiscriminatory access to noncompetitive

retail electric services of an electric utility in this state within its certified territory for the purpose of satisfying the consumer's

electricity requirements in keeping with the policy specified in section 4928.02 of the Revised Code.

CREDIT(S)

(1999 S 3, eff. 10-5-99)

LIBRARY REFERENCES

Electricity 11.3(l).

Westlaw Topic No. 145.

C.J.S. Electricity §§ 24 to 31, 34 to 37, 41, 56, 59 to 61.

Baldwin's Ohio Legislative Service Annotated, 1999 S 3--LSC Analysis, p 7/L-677
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Baldwin's Ohio Revised Code Annotated

Title XLIX. Public Utilities

Chapter 4928. Competitive Electric Retail Service

General Provisions

R.C. § 4928.o6

4928.o6 Effectuation of state policy; rules; monitoring and evaluation of service;

reports; deterrnination of effective competition; authority of commission

Currentness

(A) Beginning on the starting date of competitive retail electric service, the public utilities commission shall ensure that the

policy specified in section 4928.02 of the Revised Code is effectuated. To the extent necessary, the commission shall adopt

rules to carry out this chapter. Initial rules necessary for the commencement of the competitive retail electric service under this

chapter shall be adopted within one hundred eighty days after the effective date of this section. Except as otherwise provided

in this chapter, the proceedings and orders of the commission under the chapter shall be subject to and governed by Chapter
4903, of the Revised Code.

(B) If the commission determines, on or after the starting date of competitive retail electric service, that there is a decline or loss

of effective competition with respect to a competitive retail electric service of an electric utility, which service was declared

competitive by commission order issued pursuant to division (A) of section 4928.04 of the Revised Code, the commission shall

ensure that that service is provided at compensatory, fair, and nondiscriminatory prices and terms and conditions.

(C) In addition to its authority under section 4928.04 of the Revised Code and divisions (A) and (B) of this section, the

cominission, on an ongoing basis, shall monitor and evaluate the provision of retail electric service in this state for the purpose

of discerning any noncompetitive retail electric service that should be available on a competitive basis on or after the starting

date of competitive retail electric service pursuant to a declaration in the Revised Code, and for the purpose of discerning any

competitive retail electric service that is no longer subject to effective competition on or after that date. Upon such evaluation,

the commission periodically shall report its findings and any recommendations for legislation to the standing committees of both

houses of the general assembly that have primary jurisdiction regarding public utility legislation. Until 2008, the commission

and the consumer's counsel also shall provide biennial reports to those standing committees, regarding the effectiveness of

competition in the supply of competitive retail electric services in this state. In addition, until the end of all market development

periods as determined by the commission under section 4928.40 of the Revised Code, those standing committees shall meet at

least biennially to consider the effect on this state of electric service restructuring and to receive reports from the commission,
consumers' counsel, and director of development.

(D) In determining, for purposes of division (B) or (C) of this section, whether there is effective conipetition in the provision

of a retail electric service or reasonably available altematives for that service, the commission shall consider factors including,
but not limited to, all of the following:

(i) 'The number and size of alternative providers of that service;

(2) The extent to which the service is available from alternative suppliers in the relevant market;
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(3) The ability of alternative suppliers to make functionally equivalent or substitute services readily available at competitive
prices, terms, and conditions;

(4) Other indicators of market power, which may include market share, growth in market share, ease of entry, and the affiliation
of suppliers of services.

The burden of proof shall be on any entity requesting, under division (B) or (C) ofthis section, a determination by the commission
of the existence of or a lack of effective competition or reasonably available alternatives.

(E)(1) Beginning on the starting date of coonpetitive retail electric service, the commission has authority under Chapters 4901.

to 4909. of the Revised Code, and shall exercise that authority, to resolve abuses of market power by any electric utility that

interfere with effective competition in the provision of retail electric service.

(2) In addition to the commission's authority under division (E)(1) of this section, the commission, beginning the first year

after the market development period of a particular electric utility and after reasonable notice and opportunity for hearing,

may take such measures within a transmission constrained area in the utility's certified territory as are necessary to ensure that

retail electric generation service is provided at reasonable rates within that area. The commission may exercise this authority

only upon findings that an electric utility is or has engaged in the abuse of market power and that that abuse is not adequately

mitigated by rules and practices of any independent transmission entity controlling the transmission facilities. Any such measure

shall be taken only to the extent necessary to protect customers in the area from the particular abuse of market power and to the

extent the commission's authority is not preempted by federal law. The measure shall remain in effect until the commission,

after reasonable notice and opportunity for hearing, determines that the particular abuse of market power has been mitigated.

(F) An electric utility, electric services company, electric cooperative, or governmental aggregator subject to certification under

section 4928.08 of the Revised Code shall provide the commission with such information, regarding a competitive retail electric

service for which it is subject to certification, as the coanm.ission considers necessary to carry out this chapter. An electric utility

shall provide the commission with such information as the commission considers necessary to carry out divisions (B) to (E)

of this section. 1.7re commission shall take such measures as it considers necessary to protect the confidentialiry of any such
information.

The commission shall require each electric utility to file with the commission on and after the starting date of competitive retail

electric service an annual report of its intrastate gross receipts and sales of kilowatt hours of electricity, and shall require each

electric services company, eleciric cooperative, and governmental aggregator subject to certification to file an annual report on

and after that starting date of such receipts and sales from the provision of those retail electric services for which it is subject

to certification. For the purpose of the reports, sales of kilowatt hours of electricity are deemed to occur at the meter of the
retail customer.

CREIDIT(S)

(1999 S 3, eff. 10-5-99)

LIBRARY REFERENCES

Electricity Q;v-8.1(2.1), 11.3(1).

Westlaw Topic No. 145.

C.J.S. Electricity §§ 24 to 31, 34 to 37, 41, 56, 59 to 61.

Baldwin's Ohio Legislative Service Annotated, 1999 S 3--LSC Analysis, p 7/L-677

. _.. .. .,. ., ....N.. _ ... .. ....^,_ ... ...^ ,....wLL ....,.._. .^......^ ...:
APPX 172u ^



4928,06 Effectuation of state policy; ruEes; monitoring ancl..., OH ST

Notes of Decisions (9)

R.C. § 4928.(l6, t1H ST § 4928.06

Current through 2013 File 24 of the 130th Gf1(2013-2014).

Fr.d of b3<fsurf:Qpa <<^ 2013 Fix±ct+.son Reuters. No ti;aiiat io czr:gitza. t'.S. Goverf;.ment Works.

.. ,^. .,^ w....., ..... ........_ .., _._ ,. ,. _ ...... .,..,..,._._.. ..,.w.^.^^.. .r....^.

APPX 173 ". .;



4928.17 Corporate separation plan, OH ST § 4928.17

Baldwin's Ohio Revised Code Annotated

Title XLIX. Public Utilities

Chapter 4928. Competitive Electric Retail Service

General Provisions

R.C. § 4928.17

4928.17 Corporate separation plan

Effective: July 31, 2008

Currentness

(A) Except as otherwise provided in sections 4928.142 or 4928.143 or 4928.31 to 4928.40 of the Revised Code and beginning

on the starting date of competitive retail electric service, no electric utility shall engage in this state, either directly or through

an affiliate, in the businesses of supplying a noncompetitive retail electric service and supplying a competitive retail electric

service, or in the businesses of supplying a noncompetitive retail electric service and supplying a product or service other than

retail electric service, unless the utility implements and operates under a corporate separation plan that is approved by the public

utilities commission under this section, is consistent with the policy specified in section 4928.02 of the Revised Code, and
achieves all of the following:

(1) The plan provides, at minimum, for the provision of the competitive retail electric service or the nonelectric product or

service through a fully separated affiliate of the utility, and the plan includes separate accounting requirements, the code of

conduct as ordered by the commission pursuant to a rule it shall adopt under division (A) of section 4928.06 of the Revised

Code, and such other measures as are necessary to effectuate the policy specified in section 4928.02 of the Revised Code.

(2) The plan satisfies the public interest in preventing unfair competitive advantage and preventing the abuse of market power.

(3) The plan is sufficient to ensure that the utility will not extend any undue preference or advantage to any affiliate, division,

or part of its own business engaged in the business of supplying the competitive retail electric service or nonelectric product or

service, including, but not limited to, utility resources such. as trucks, tools, office equipment, office space, supplies, customer

and marketing information, advertising, billing and mailing systems, personnel, and training, without compensation based upon

fully loaded embedded costs charged to the affiliate; and to ensure that any such affiliate, division, or part will not receive undue

preference or advantage from any affiliate, division, or part of the business engaged in business of supplying the noncompetitive

retail electric service. No such utility, affiliate, division, or part shall extend such undue preference. Notwithstanding any other

division of this section, a utility's obligation under division (A)(3) of this section shall be effective January 1, 2000.

(B) The commission may approve, modify and approve, or disapprove a corporate separation plan filed with the commission

under division (A) of this section. As part of the code of conduct required under division (A)(1) of this section, the commission

shall adopt rules pursuant to division (A) of section 4928.06 of the Revised Code regarding corporate separation and procedures

for plan filing and approval. The rules shall include limitations on affiliate practices solely for the purpose of maintaining

a separation of the affiliate's business from the business of the utility to prevent unfair competitive advantage by virtue of

that relationship. The rules also shall include an opportunity for any person having a real and substantial interest in the

corporate separation plan to file specific objections to the plan and propose specific responses to issues raised in the objections,

wbich objections and responses the comnaission shall address in its final order. Prior to commission approval of the plan, the
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commission shall afford a hearing upon those aspects of the plan that the commission determines reasonably require a hearing.

The commission may reject and reQuire refiling of a substantially inadequate plan under this section.

(C) The commission shall issue an order approving or modifying and approving a corporate separation plan under this section,

to be effective on the date specified in the order, only upon findings that the plan reasonably complies with the requirements of
division (A) of this section and will provide for ongoing compliance with the policy specified in section 4928.02 of the Revised

Code. However, for good cause shown, the commission may issue an order approving or modifying and approving a corporate

separation plan under this section that does not comply with division (A)(1) of this section but complies with such functional

separation requirements as the commission authorizes to apply for an interim period prescribed in the order, upon a finding that

such alternative plan will provide for ongoing compliance with the policy specified in section 4928.02 of the Revised Code.

(D) Any party may seek an amendment to a corporate separation plan approved under this section, and the commission, pursuant

to a request from any party or on its own initiative, may order as it considers necessary the filing of an amended corporate

separation plan to reflect changed circumstances.

(E) No electric distribution utility shall sell or transfer any generating asset it wholly or partly owns at any time without obtaining

prior comna.ission approval.

CRED IT(S)
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Baldwin's Ohio Revised Code Annotated
Title XLIX. Public Utilities

Chapter 4928. Competitive Electric Retail Service

Transition Plan

R.C. § 4928.37

4928•37 Transition revenues; transition charges

Currentness

(A)(1) Sections 4928.31 to 4928.40 of the Revised Code provide an electric utility the opportunity to receive transition revenues

that may assist it in making the transition to a fully competitive retail electric generation market. An electric Utility for which

transition revenues are approved pursuant to sections 4928.31 to 4928.40 of the Revised Code shall receive those revenues

through both of the following mechanisms beginning on the starting date of competitive retail electric service and ending on

the expiration date of its market development period as determined under section 4928.40 of the Revised Code:

(a) Payment of unbundled rates for retail electric services by each customer that is supplied retail electric generation service

during the market development period by the customer's electric distribution utility, which rates shall be specified in schedules
filed under section 4928.35 of the Revised Code;

(b) Payment of a nonbypassable and competitively neutral transition charge by each customer that is supplied retail electric

generation service during the market development period by an entity other than the customer's electric distribution utility, as

such transition charge is determined under section 4928.40 of the Revised Code. The transition charge shall be payable by each

such retail electric distribution service customer in the certified territory of the electric utility for which the transition revenues

are approved and shall be billed on each kilowatt hour of electricity delivered to the custorner by the electric distribution utility

as registered on the customer's meter during the utility's market development period as kilowatt hour is defined in section

4909.161 of the Revised Code or, if no meter is used, as based on an estimate of kilowatt hours used or consumed by the

customer. The transition charge for each customer class shall reflect the cost allocation to that class as provided under bundled

rates and charges in effect on the day before the effective date of this section. Additionally, as reflected in section 4928.40 of

the Revised Code, the transition charges shall be structured to provide shopping incentives to customers sufficient to encourage

the development of effective competition in the supply of retail electric generation service. To the extent possible, the level and

structure of the transition charge shall be designed to avoid revenue responsibility shifts among the utility's customer classes
and rate schedules.

(2)(a) Notwithstanding division (A)(1)(b) of this section, the transition charge shall not be payable on electricity supplied by a

municipal electric utility to a retail electric distribution service customer in the certified territory of the electric utility for which

the transition revenues are approved, if the municipal electric utility provides electric transmission or distribution service, or

both services, through transmission or distribution facilities singly or jointly owned or operated by the municipal electric utility,

and if the municipal electric utility was in existence, operating, and providing service as of January 1, 1999.

(b) The transition charge shall not be payable on electricity supplied or consumed in this state except such electricity as is

delivered to a retail customer by an electric distribution utility and is registered on the customer's meter during the utility's

market development period or, if no meter is used, is based on an estitnate of kilowatt hours used or consumed by the customer.

However, no transition charge shall be payable on electricity that is both produced and consumed in this state by a self-generator.
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(3) The transition charge shall not be discounted by any party.

(4) Nothing prevents payment of all or part of the transition charge by another party on a customer's behalf if that payment does

not contravene sections 4905.33 to 4905.35 of the Revised Code or this chapter.

(B) The electric utility shall separately itemize and disclose, or cause its billing and collection agent to separately itemize and

disclose, the transition charge on the customer's bill in accordance with reasonable specifications the commission shall prescribe
by rule under division (A) of section 4928.06 of the Revised Code.
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Baldwin's Ohio Revised Code Annotated

Title XLIX. Public Utilities

Chapter. 4928. Competitive Electric Retail Service
Transition Plan

R.C. § 4928.38

4928.38 Use and termination of transition revenues

Currentness

Pursuant to a transition plan approved under section 4928.33 of the Revised Code, an electric utility in this state may receive
transition revenues under sections 4928.31 to 4928.40 of the Revised Code, beginning on the starting date of competitive retail

electric service. Except as provided in sections 4905.33 to 4905.35 of the Revised Code and this chapter, an electric utility that

receives such transition revenues shall be wholly responsible for how to use those revenues and wholly responsible for whether
it is in a competitive position after the market development period. The utility's receipt of transition revenues shall terminate
at the end of the market development period. With the termination of that approved revenue source, the utility shall be fully

on its own in the competitive market. The commission shall not authorize the receipt of transition revenues or any equivalent
revenues by an electric utility except as expressly authorized in sections 4928.31 to 4928.40 of the Revised Code.

CREDIT(S)

(1999 S 3, eff. 10-5-99)
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Baldwin's Ohio Revised Code.Annotated

Title XLIX. Public Utilities

Chapter 4928. Competitive Electric Retail Service

Transition Plan

R.C. § 4928.39

4928.39 Total allowable transition costs

Currentness

Upon the filing of an application by an electric utility under section 4928.31 of the Revised Code for the opportunity to receive

transition revenues under sections 4928.31 to 4928.40 of the Revised Code, the public utilities commission, by order under

section 4928.33 of the Revised Code, shall determine the total allowable amount of the transition costs of the utility to be

received as transition revenues under those sections. Such amount shall be the just and reasonable transition costs of the utility,

which costs the commission finds meet all of the following criteria:

(A) The costs were prudently incurred.

(B) The costs are legitimate, net, verifiable, and directly assignable or allocable to retail electric generation service provided
to electric consumers in this state.

(C) The costs are unrecoverable in a competitive market.

(D) The utility would otlierwise be entitled an opportunity to recover the costs.

Transition costs under this section shall include the costs of employee assistance under the employee assistance plan included in

the utility's approved transition plan under section 4928.33 of the Revised Code, which costs exceed those costs contemplated
in labor contracts in effect on the effective date of this section.

Further, the commission's order under this section shall separately identify regulatory assets of the utility that are a part of

the total allowable amount of transition costs determined under this section and separately identify that portion of a transition

charge determined under section 4928.40 of the Revised Code that is allocable to those assets, which portion of a transition

charge shall be subject to adjustment only prospectively and after December 31, 2004, unless the commission authorizes an

adjustment prospectively with an earlier date for any customer class based upon an earlier termination of the utility's market

development period pursuant to division (B)(2) of section 4928.40 of the Revised Code.

The electric utility shall have the burden of demonstrating allowable transition costs as authorized under this section. The

commission may impose reasonable commitments upon the utility's collection of the transition revenues to ensure that those
revenues are used to eliminate the allowable transition costs of the utility during the market development period and are not

available for use by the utility to achieve an undue coinpetitive advantage, or to impose an undue disadvantage, in the provision

by the utility of regulated or unregulated products or services.

CREDIT(S)

(1999 S 3, eff. 10-5-99)
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Baldwin's Ohio Revised Code Annotated

Title XLIX. Public Utilities

Chapter 4928. Competitive Electric Retail Service

Transition Plan.

R.C. § 4928.40

4928•4o Transition charges for each customer class; expiration date of xnarket development period

Currentness

(A) Upon determining under section 4928.39 of the Revised Code the allowable transition costs of an electric utility authorized

for collection as transition revenues under sections 4928.31 to 4928.40 of the Revised Code, the public utilities commission,

by order under section 4928.33 of the Revised Code, shall establish the transition charge for each customer class of the electric

utility and, to the extent possible, each rate schedule within each such customer class, with all such transition charges being

collected as provided in division (A)(1)(b) of section 4928.37 of the Revised Code during a market development period for

the utility, ending on such date as the commission shall reasonably prescribe. The market development period shall end on

December 31, 2005, unless otherwise authorized under division (B)(2) of this section. However, the commission may set the

utility's recovery of the revenue requirements associated with regulatory assets, as established pursuant to section 4928.39 of

the Revised Code, to end not later than December 31, 2010. The commission shall not permit the creation or amortization of

additional regulatory assets without notice and an opportunity to be heard through an evidentiary hearing and shall not increase

the charge recovering such revenue requirements associated with regulatory assets.

Factors the commission shall consider in prescribing the expiration date of the utility's market development period and the

transition charge for each customer class and rate schedule of the utility include, but are not limited to, the total allowable

amount of transition costs of the electric utility as determined under section 4928.39 of the Revised Code; the relevant market

price for the delivered supply of electricity to customers in that customer class and, to the extent possible, in each rate schedule

as determined by the commission; and such shopping incentives by customer class as are considered necessary to induce, at the

minimum, a twenty per cent load switching rate by customer class halfway through the utility's market development period but

not later than December 31, 2003. In no case shall the commission establish a shopping incentive in an amount exceeding the

unbundled component for retail electric generation service set in the utility's approved transition plan under section 4928.33 of

the Revised Code, and in no case shall the commission establish a transition charge in an amount less than zero.

(B)(1) The commission may conduct a periodic review no more often than annually and, as it determines necessary, adjust

the transition charges of the electric utility as initially established under division (A) of this section or subsequently adjusted

under this division. Any such adjustment shall be in accordance with division (A) of this section and may reflect changes in
the relevant market.

(2) For purposes of this chapter, the market development period shall not end earlier than December 31, 2005, unless, upon

application by an electric utility, the commission issues an order authorizing such earlier date for one or more customer classes

as is specified in the order, upon a demonstration by the utility and a finding by the commission of either of the following:

(a) There is a twentyper cent switching rate of the ntility's load by the customer class.

(b) Effective competition exists in the utility's certified territory.
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(C) Notwithstanding any provision of this chapter, the commission shall issue an order under section 4928.33 of the Revised

Code approving a transition plan for an electric utility that contains a rate reduction for residential customers of that utility,

provided that the rate reduction shall not increase the rates or transition cost responsibility of any other customer class of the

utility. The rate reduction shall be in effect only for such portion of the utility's market development period as the commission

shall specify and shall be applied to the unbundled generation component for retail electric generation service as set in the

utility's approved transition plan under section 4928.33 of the Revised Code subject to the price cap for residential customers

required under division (A)(6) of section 4928.34 of the Revised Code. The amount of the rate reduction shall be five per cent

of the amount of that unbundled generation component, but shall not unduly discourage market entry by alternative suppliers

seeking to serve the residential market in this state. The commission, after reasonable notice and opportunity for hearing,

may terminate the rate reduction by order upon a finding that the rate reduction is unduly discouraging market entry by such

alternative suppliers. No such termination of the rate reduction shall take effect prior to the midpoint of the utility's market
development period.

(D) Beginning on the starting date of competitive retail electric service, no electric utility in this state shall prohibit the resale of

electric generation service or impose unreasonable or discriminatory conditions or limitations on the resale of electric generation
service.

(E) Notwithstanding any provision of Title XLIX of the Revised Code to the contrary, any customer that receives a
noncompetitive retail electric service from an electric distribution utility shall be a retail electric distribution service customer,
ii-respective of the voltage level at which service is taken.

CREDIT(S)

(1999 S 3, eff. 10-5-99)

LIBRARY REFERENCES

Electricity ia-11.3 (4).

Westlaw'Topic No. 145,

C.J.S. Electricity §§ 56, 59 to 61.

Baldwin's Ohio Legislative Service Annotated, 1999 S 3--LSC Analysis, p 7/L-677
RESEARCH REFERENCES

ALR Library

80 ALR 6th 1, Special Cominentary: Recovery of "Stranded Costs" by Utilities.

Notes of Decisions (18)

R.C. § 4928.40, OH ST § 4928.40

Current through 2013 File 24 of the 130th GA (2013-2014).

I'azi9 siY Document 'O "2.0#3 Thomson Reuters. ^,roclaim'o originai U.S. E sxvenzmentWorks.

^ ... . _. ..__ N...^ ....^ ...... _ .r,^ .. . __ _.,.^,._.. „ . ..._. _....,.,..^.^ ^_.._., ,

APPX 182 ^^.



BEFORETUi?
C'OMM ISS3ON OFOI 1 tO

fn Mt , ouL' s d;: `. ) ftif;i: Rtf RoS`+Cw Clt` #

4 i i'tsi0 1'SS..t;:e CaSt ?& 10-2929»MU

rtF,":^trL iit:^ {".^i[1t{3f i7 ^t;1t%^7C',C."s c^^t.?tY+:` ^

C ;;:711?. ^

FFJZS1 t'.:`b'ERC Y SClLi TIO:`v'ISCd^RP,S
APPLICATION FM A}':1U:,;fd1YNG Ot= TIIE JULY ?, 20D2 OF°TN1WI,` AN*0 ORDf:R

c'.1:',a:ti.i a) RE. § 490110 iiiid ^.̂ ?.A.C. 4901-1-35l';r:ii3,r,{j.. Sc,.Lir:;:., l .:y. (TES)

n: < i.:tiitii! :a^the ('.mY:i3i<sski;Ci'i rltlt :?, 20 12 Of*t'niL711 aiiti CU&# co::' iiil,,i"2 on " tb#'.

>:riEfi .t(q.wtr3itk:

The .[0 13r1liS.i'istf a iid LI?i[S'il;i{71'Si17)k bt.s;.si,£5t; 1t.S':i'> r"s11C^^ 1C3i C:E^ .1wtt`r^ t)31^i":ETb" ljti

PZ. ,7 t`'('tit[l%;li'.i .`iitimiI1Ct f1^^^L: flit:?t( <3pj)w1L::t bti £;c' l'4d4Td, . qwq R ,1.:inr+

Comi13..a. 1i1i3.

2. 'If.3c ., ( 'dlibi lit71'C:l: ii6Si3^}^f 'f7t.Gar c. 1"t >t'.:i i11;:

(. (;i3t! ; ., ; 1t'c . f:it;-nt`:i1:g st2lh{}r;£'j ur'1di;'Y" i„()(aw ^1%li•Y 4^)09 ltill£t:,%:t:

R„'%t w;t)i_' Ow (G31E f1vpt(;Y fof

;YGI,.<t:.t1s;<ib}e i?:;+.<il} 6; :'s t;ilf.`^ i . ;E_$.f1i:5h .Il'9i iiFl cha`+o !(}f' thZ

i'CC;i_

x. T:,., {ht?' 3'; w:lt"m?rlaMt'. .'C'timt; 12 hdm ftI w:t(Tii.tih 1.ht.i tisl .:II'gL ,?C1he

?"ot.a v t"', sf l:apt;k"ty {.oC+15. 5hd)£1ld CuN3lrfidtt' Cl[ii.If ¢iie oi.lf:hitmt'iita``f

s:l'•s`I'(ms.is.i `;t.E)A.«1k7i7 CqWft1 i'i)+.i'c{' Cb?Ilpari1 +" ;,WEILa3l!J, 44(m .!Ic mi'sFls(iT uI iji<iI

i Yi'{;f)2 "i'dikdulTl in suppGr" ()f t)S A p;7lic,,.tt'...a !:'i i?i!d iT'.:.iI: a p1( hk,`,act)C,

,yn,w n1i{3">

APPX 183



f2c5pc:.tlidlv s;<F?E nitted.

,r ;`tltrCh : a. flc7;r;,;i_ . _ .. ..?,.r..^^....,...,..,^.--7 ---- _.

: I STE^. \I ^ :`." ^1`;i^.G T COM I'ftN Y

:I:ai3E:. t;?-I 4430^
l. ii)17;,l-7735

3840875 Chi(3
30)

Ji5meS F . .ilng 005(ais;

Lit,tri C. vt,:.Pt'!.f' t!;^j^i7t! + 1;

N . T 3't:l i?o^ L:1.<iJF^ l il.itJi^it r'' i.''' )

C:14EIs:.li<':1. i?
1405 i.".il',+l 's:*,th S11i:'.t.

Cl?;l'[`.l3Ci(i. E..)^i 14114

(214 ) ) 6224M)

161 44E0816 (W)

Hll 'il.;:itfE Ilt

Aill C^l't S t^ c;' <t' :;12! ^ t t. i't)il3

i^^ ti(111 !: ^ 1<2i'dl W#8.:`;243)

jE )N}.;S DAY

901 1 Ea^^;i,'t^ t, AveXttmw
t:;vvuIEE>;t:l, i)E 144114
(216) WWJ`i

0 I(ff 5 7902 (IK)

K- A`_, J j

APPX 1 84



BE1%4#RE TIlt:
1'ITM i TlI<I'1"IES COM6iIS SiON' OF OHIO

?.?fic: A'E S^;c:F i s(. ;t1E11: ilf`(3 i4i i LV C)^ ^

C7Wtc? (.,i15G No. 7:0 2Si2St-MUN^..:.

i ? +;)'<t p tl''1d t lL#::':."t(3;s Sl7l[liwst: p<i14C'[

;xV1: )1 ^.3R;k:1^-"i3[ i:[ IN SUI'}'(AR"r O i
A.['PLY W Hi_2?; i.¢:'R jzE11E;#ftt ti(s €Di...1Vt._ .I1 UV 7. 2(I(2 f FRDt:R

y'..1. ., . - ,r I

APPX 185



TAt'sLE OF C;t)NTENi S

f 10 ^; ,..,. . ... ... . .. .... .<,., ....... ,. ......... I

„ .. ., .,. .

A. i 1?c f i:dt'; 1 1 0" ',ifi!x A Sl'slte

I s;f{ .iom .t?o On i^^inbi::i<ICCf CCi:jt .. - . . .. < . .. ,.<.3

o1131 %bi1.t tum£lt3 be eorl§I( i..Il'1.1

i :; it . 11. ''3k ? s art, av<jidat31e eo5ts, nt}o, cnri>c,ldr;c€
, . ;K .. ... .... ..... ... . .......< .. .,.... ... . . . .... .. .... ...<..,,.......,....... .... .. .......... ... 4

-:tYS€O k`iltti3ll f t, {.. hirptc:' -00, ? iCT tbw, t;<il Llko '(1r} ,>t . : r"p

C'i)ll )ciF-Cd ?S 1if3l;i<4ft31 ^itlka tfii^ ..t's;riJri!'sic ;:.......... .......:13

1 f_K. 3C ;^4;E1J(^J"st?E.'C<^C'flar'F3^-Rt,'oVC:f"y

r f"^ ... . _. .. ..>,., .. .... ,,....... ,,. .,... .

I . iito d;'kit £3<1'itit>iCY'Y.7secf?ttittof'a'itwobe Xw}%)'psw';I¢;ic,'....... ....... j'^

2: ii" i,1o W'(<3i rt C' 't (t;' jTtc lai2:?l.`iiY. 1i11tit rlt:is°tlt,!t A^.:V Ohll''t'f

s;>;PoI':ltc; 4.ti#1<3Ci2Eioi3.

IiL U , `':C ..r ,. ;{, l . ...:. ... ...o,. ..<>.;.:. ,..::..,. : r .:..... ..,.,::.::, ,. . . . .... . .:,.,..; . ..,..... .. ..:..,.. 19

^ 0 .. .,.... s i

APPX 186



L

Ti';i;':`<<r rr#S ,;,{;1}i liaiy 2, 2012 Opitiioti aitx.f Order (the "OsxIel ) .oo`. 4#n

C i.r:OM pi^1tid+'fs the ,1j3pi3CitltlC inilkC't pF£Ge f'C?Ca't?w, : `YPP Ei`,ii,.CS ah£t ;mF. u;Ej W^

beffl:'t' ift b; tit.(:N p1"Ct1 dc:Ct i>y th CompetftfVetyi.,A1: Hf3"v 1" .: n.#m wi . .d u:.lk

Orti^.^r si#ould i ^ ,h:w,, ,.^. r^r Clarit°aed to lzm,cqt •.:<i31sp1.t^,t.{on in AE.P ()hios. <mfl .:, bE"i:t,

th6:. Order 313to t "Yt.,)'s } wi: #fl R({t;Y`M ['1nd MMc b11

In pii!"f ` Uh3', £,{: },.i"3li1f111ai{j39 m3.'^d b:' F61 ;lt_̂' Lxpf3!i Ff,,

::lapMe 4909 ,;,,,,kl<31•o jk; thatAUt' Ohic, should be allowed t^)

i.L'o.'I" it:i kl1U .=.1,,t'ddC'd CsC"1^'em, t1:' t.tJt111#11"1i'll S It if,ftSl.i; `'".-Ti {.•liiq?Yi;t' 4909 a:: the basis f3l'i

v, ,.:h t' pt'It,•, i''+,}.i' Cb1E}±a >oodtiutll'lwif. CTl(?i°!L?pWy IT 1'ilLalt 14 iI):;CC•p"ii[14'

iF?:;i£iillit'A miCS p", .cWi'fy The tt£ft5 1±(1Ma;ti°ltflt"i^ ti'Ie RL.hy}b..,"' A5?sI! :inCc

t "t AA-` whI4i.1 n .it. !iati IT di4: Cf}Is1I4i.5:iltiii.l :> auIh(7"'li' 1:!' :5i<I':^rli5;'1 a 4iif.̀t$E

Thi`. Rk,'g1.8l$t(3tCL' CoeT1 ,̀T'i15.;t':?lt £i'€ :f:}^SiCt'!rl lll'`

Niatt 4"RP'=^sT<f L<<#ifzi'ii:l'd b1 (iSi: RA 1. (l1<1l

t.s4.,:• .i)( .,d i:t: it.,kn:ii (')I? s 'i1i.1pUes ...l uIS.blCM4"`d i 1,rY[s.

£)n's1 :>I1i?

in ho cr # ti:i:`, .:3 ii1( S11^^^ through tiiu t.f:li iIIt;ll:.`i ibin i31't1r1'i,£ ..fs,::.1ct,k3 ETt:, so(,Iil'L }?Y.(.',(t(;!'"

in U.:F1.}f t;. tt ilIl::?PL. The FERC aliji? dC",1.umiil . d d1z'^[ th^-' RPN!

pdt:"FS`? E;iRiE;'1;` 1:0 aLtTezc'L I 1 1:Yilt:li£ i:ll'^ tT'>.lif}liilll k'#:,fiiih!_t:.` e3eCtl'Ic

C:"' ';Jt of '"1';1b ..:<,tQd . , fa_i:o2:6;X,Mf141 ti:aptiS.y nLtit_s 1ti i;##C:3k Pi< PX°,'v'

dlCi:o'`.Caf:Cs:l<3i<i:s i11G RPNI° Mti AEfillelssE??1'S t.hkS 51WWw

£' "- i;{;:', £ I

APPX 187



In t;ost recovtit'1?, as opposed to lI#ntti12g : <' ( i}iio(!7

pj ';;i> :t:' Pj%I .r avoidable cost fe(^ovCT'6'; B.c W1,'7" ii}7pf{3v#is cCYt'ltpt,'.E' .iA,i .'l4}1^' a

I tx:-.:i {._'::Td.ltfl6'Y! 4.1;i}:'.-i.` 13ltt #:h.T:'s iI"rldEl'.tli3itl t:^l§f C?^'*u41^ 1 ,L ( i%})<t %:^ !)E';.^dtif,'t is not $f3c "FRR

O:•t "i3i, ts duc: 171;cio .Itc 1TA:i, liIYdeT iFte RAA, Me I'RIZ

capacii; c Nsts for th. ;:, :< pmpo^e of'W1m3ri:;< r l^ +.E i4it,. The ;:^^N4 and Me RAA

set (11'e Vall;2^.'s of C`z3(3'.1: t` ii( the fL'1't;3 f('ql$li'P.d if) f4,T1sldfe C4 fdNitit -- iliZi: Ifl

Ci3SY }Eldt'4:d, to the jJflt;dPIg of capacity 111idC:E' the R:,.i`•

ptitfdc1ble yr 7t 5..,_.. _ _- Cllif?' s

rt,tori.; y 3n.<sr fn, ;<f:ti:ci c>^t av£>iciablc co,it's.

i ^silrt.C's" JM09s l,i"aEl.:3ti1?-A I"i1Lt;111<`S}i131?'" pTf}4:f;duitS - that are A <1, >., o3'Il}`

w<'iY: <^ppi':)})rfc'^I U, L3} i9^1i( r t`'^(r{t t;IS:Ffit Lu^ 4

pF'61cc(}:E3 ,> .f'iai miY; not folillw^.'d ht:Pi;;. tr1.L'CS;3Tttlilgli'., Chapter 119(}9 ti1ml.:t }o; t;'1• !}3^ii 16i-

^LFRF.:i:Ab •..3t.,'. ..^ t..^lil^7 SML{Y,mY4,.dLe64 cost fA'.scVvery tl)f ViSp4k4il. !!6ils. Etit. lilj^.f S.101111.k ^ ^.

^Jreei;a#;r 8 1. :>,.,ti iiun I):8 (prov iciing that, in tff#e ca>:e of }oid tP, 3t' It'• <I £.':R'CS
.UM .'qlt ,°:(sw[ICbt!7:?mi(,St-Y1e3-!SC?(`M Rl.; }]''D'afdn t,":i11rJ <<ofc iT O(SiC3

jf7l 11. ^IICl1 (r3tC}s J^,2i>:f1?3 CJl;."IZ+^t(<:•;l . .^ ;tl, .is%i.

t .3:5i} CT,< ,1At,J `.I 'imiof. ,,Cm t;l',' FIL(i e3i} Cil;'.T'o i:c;.l.C-i K ','^1wtCdat.

ill.f. <1 ^ ma{I\et. r ! T1 CS1. E? 1n

,...^,.
1J_ !^ , ..5..-,1i i^t [.f H+, ora!, o Pl1LcC' :l:f1?;t c3t. ,i t ,.ttt.. «3 .j. ,,^.i• 1o , .,.d C(,trt, k}1

b F.'R(_ f:n Wh:,fi}w s:EfSlCI::o; l'br I.(; .aI(htC.t`, (i.t.f . :iti !?'.',-r,r fia.l, ,.,_°d .c.

-..- io( .f 01ik Elci a^ ^, T1' 'VF<?l.

lH7i!.c%f 1Cuji}iAf<hik93ITVY`rsf l)C.. 3,y?:. )l FE , fi.i .4mmL:;

i31~f

A. VnL v€tt. pp. 1600-C11.

FES Exb. 10 1, pp. 16-1?, U-40.

2

APPX 188



fi1C {°,.X4:`̂,.'ill it dlt'i;tK!'P..+:`S A::'. ^n O{lif3 to r4„'C()^ ct' "f,:oStti^^ abE7': r; E2s:3rf;.:E S : i1:c4 (aI34

2>f ., i Y5 c

If ?ii , t)Slft3i'r;...+.i:t Slt VOWl'.:dt;J:i iTnplant T3Y5 a defLS"#'Fl} ITit;€;haT23s21`# lf? CCCG3r'e.'t"AF^1 O{'11<l's

..?e C.oo?fi.f*`h't} should tii41N:•. that the ^1r61 .,rt<iT^i^ ..clilt;:t)t+.. Liti

tc^rf .: lY :< <r: ' .. :.lr tEai k olY."; i;l Ptace uaitil the date on which AEP Ohio

t, 204. M4 date t?C] wl11cti 13RlP Ohio !?ci' <t ,`i 'siti6^ Ii

^r.,E>a:3"afitSIt. A% AE;' (biWs £f)rp(?T<tlC si':[):1;a€i~.)Il .. #iaYe no

:?'tl t, hli:}t 1+ t' ,..>t, Yr.`(:t}\ t;%) of its E:apalilli. AEF

, .;mpi;SS1t°:' . :i( ce1:, ,-1E5' Cic;Fttf;t€in1 Rc; ai.fi^Civ.^-^< IF2C. ^-A!-a_P w3r^ c i#.f. .- ',,w5 i#t) P'i ^ĉ,1i1 Co£E':i'>
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K,t^l'%t7# x<(^ ? t^s .;^G^Ci^it'f11` Cfttiii)!:ii £^ iii i:fYr1?1SCT1 :i!7Cl €:"ti51 ,

;3twlki'^ a'<il!tlti. ' l}t^ CSitltltii;. ^1 G`OTdiO(:[tf 3'^'i: i Yl;.kf%:CE L'+t'343Y is,.

ssFt;l; ,,I3.t:'%i c t.!t:yn#t'r () C:ce C: c'fiis--S #ii YIEE,'i ti fs:st jlet•

ili.'^tT{_31,O!(+ .,o•;;ti bL'Causc C':t=^5[ It^Lt^[[tr£t7 dsd,Io";t^:C a

'4i3d ,4(1i;i1 tTlalr ^ llt°f`: t!'f)dk i t%

°";1',t:fiisEt7i <1llili};% #13;Cit ^Ea"%l,^ ^7i'{(_t;^ i I`^ 1(1^,t' iLy ^?t1y^,S17^C •ti'!}ii[' 'u'!i

12i7:'4lCGti:Vi' l l'EF7;! $ jit tl:fri 9i: J\^:. #(5

? ^CYt>1< <?:)^+Iti. ti1C [ct :11Fi to <II 17iC:^.f

tO .I% itnd it_ :7}i.iv 1?i t%CCFI:iI -1itt, {,i liil'.iI_i y.

%i..>, :!t3cat•; E tr..lth '.1C et;il#4 m filiSh7  s bt;i;<f1.ti:' over i_i.<32; 1i IC'7:3%17•

tf;'t i'tdt "siE') " +Ji ifl OT-C of' ;it;%Ĉ t`i ^^ ' 'cf afl i!;1'^t^ 1^.^^j4,aQ;lls

^i7 +-iwio <"i"tl#tlif9^ tY:t:.( zi iNVi7#"()C}tK:vd rates were just iitld #t <) Cif.3i!i ,^ER,(

:'s.%,`}l i`£"..#;:t3v :}: f.;q the sMilh4'•C^ by 1W7iC;.^i ttit'„ rC;iLst}itcii?i:ti;iii,;,".)S of

^;li+?£3'sA

TW RAA the Fixed Resource Requirement Ya1: TR-.•{ "<;:^ s`fil i'c^I s,l,t#ii' lts

^7i3fT1^1T}i^tEC25Y 11c e' i.` i" .vwsy,iuEtcl:i OY (:apftit:it}' SI:Eppl#"3`s.

..t1131t;:" V1,''''sEYj o I)"mtf%'.' C2 mctl? I%lo.IfLll #Iwk 4Stas`ilg4i14'Ys'ittot'ct,iT`C}tliG;3 111i(_'f,3;:',h

G, '+i3:1>: [ ] .t.lt.t1 : iti ^Cl 3Tl^i l ^^^lb{}S ! ';s_;Tt's' i2ii31`^ii^. yt4- ^^[It• ^^lk ^`^^ :'f3;. f . `sl.< ^y^ t t iti

f'f ^d

.^.
At11. OAY;} ";l,i 11-1.

:<` ..: ''. : f mc s<: ir"o a'A:{ AOr^wrarrcFaW. 1LC", 1 t 7 FERC T^613k 1^t 141.
:.4}^S

. . .:t. H:G. . .-..,,

£'# 1.e11.1^; f^.','.^1'!,`,<.ai7f"lc^flr':,•I .,.`..W t•EW't (tl.->fi`.aT ? Asclhl£!ltiwd h ..w 1..1d' .r,

;. ?'t.i%? 111<tz •,'h<2t?4i;j bt` %'RR ai;Ciifai.St't ilk} 1?ii; :;El

il7ifi;1 )1;'S•i !f^ 1:#,^2, :3 1<)I;!' [i;tfi] %1%:11f 1C'.l i^tk' ^'.3ISIti ti;i:Ci3^ E)^

^I:'ECI[', fc: i)tl.+ :ii i[i' i' efi: l'illtt'. ^ f)13'tt t[`. l•k111S?.<t(.i !i . ^^1^

a2"v:3 i„ oo"i`(j i7t- ( lw t71 e#1 W: (0 (llC; •:t;CE•3t:1' t 3!"i;i Et (fl if(s;, ;fl?'i;'i(oC^

ot%^:6#edLm'i[`.. +.)i %1f:' siv:Y'NAC;4 ti£'t^7i-31"?:' f3i <.a Pt-ilYl£L, p4'i.zlt;C ;.l;tilt,)i'

ck^cuic t;OO1- ,:AV: or (iii) «:y€}3^t icl trtat-<illlc

^ -o3:1^ 5
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s3}S';I"ol }W<r?l^.??% (`^1u tllE7}7l1 ,S{ 3::ii}? fc[E , i'f:; C}i}1^ CC17(t^^t̀^ak

ali% iIl PJM.E$ The o1il'ti d!ffE '̂T4`i}C;c be#t1fK '̂i.;t3 an FRR tl'<31`, s`.If(^ stilCi;:3. 1'

.st1g'rk.t.3u? i, tllat the fo1'771ei' cC)E11!?lt€5 emaiClly to F"l2eti:t a i>c;l'totn

..;111"EM aH of wf: capacity it £?wl15 to the e>:tS:;i2t t iI81t .^rout;[t d<!} sr 1,:.`f^ ?i {

`?c,.,.t!.:.. Os.. }IZ'; a11t1', tiSpU tlO tqpiit'tfi:iOa`.C in tha RPM au4tY(#4"3,. RA.'A

lrt , ho:; ,.... : r}13t )- ,;1ouIfi 1^Q vnj €.7:- ita ,^apacity lf'E stiin. the RAA ploviks.

h^ a ::} nO:, s r s .; .. : ii;-cu possible anethocts, tci dLli=ine th;>sc r Etw:;;

E{t t}"ii,' i'RR Cl}J<!c!i; fTI21i7 E}i 1 ktSi:t}lqi

10 'ti4? Q}1^i"3S{Et1V^' I4lxl€t i..^^L:` P'^K;i;. . <^i+v si:IrL i.'g£3}:3toi'V jUflJl}1C;a<%li

::^;[^,::^,: ,u,Et^13 ^ <_ cEi^^i<,3szc;ri ;^E "t13^: f_:^^: t< ^•:it.^{},;u^,atw t^7^; (^I:?^;.,
}(}:i' 1t1 <"}iS. }"F;iC:X. l'S}131`?[f1li7C"sti, 1lil:fl '<,ti C:tiilil^}i;[l.'+<l1l1;FS^

11;.'4}l< ::;31 !s- }< })imill}. I+f the ab`i;:n($", i~kf a .`imit' 4%7[31ES;31`:l?:il(•t

;Y3t .:^L-I^S113. [I»^ a}7ph"^hik:akC•I"t3Et1E`1e r(^^tr•} 1.`"}_ 11.G.11,

F3t?'. Fm°iv :1. (i'.'Jf-<tp}:y)d OY 1C::LC6t' p,'^Lv,

P" ..'d`Ls Ihythve F:'4R Y::3"fTtll jYEg,t <3[iy ?U11t'. E[}Ek{;c t3 M3Fis? ti`l3tik

.Sf3;}Cf S;,,:LllS31s 205 i.ll 't}1"^ } tdcC<tj 1l,)vvi.`E yct }3tctpi)Sii14y tEl

iii;? : 1}3i i) t§11 +.)i it^t$l^tllc,kil;?Il ti} ? tl'stt 1i?d h4tii;Ci t>'..l Uli; ('ri.}?.

f tE{.:tv *s cf}m or sudi otlicr basis silowra tti, f•1 jtjst ::3id

F#Y13s, fi[s:, t^c""t?tl`i >, it:;.; ft?t an 1'^f^Z :i:t](1 :, t'Rpticit'y(?blE £tt3;:111 6 the RPM ttttr.it:ti-b;14s:(,j pT'{i:"C.

I'}l'. FRR t;13iE' '> ^>ilpi.1Cit`r i"ats' IElil',' r;,t}1EwI41±f sG: be dCit--r-m1E2 ei f11C4St: <3 ':f +,ic' compensation

? C;"^7litt3 tYt. :1 • d4:misi°'ted by a regulatory c63iT1mt:i5:t)C I!^ (ht' {1i'

Be FRR entit, niay apply M T'^^.(:' to .s.ct a raM ;rndc- QWWt).:; u f

1Ee% .`:it ltr;xrt. ?(t; ?T3fu':C'^t3} Lt1i 4^'^lIC}"t :'.C ^^1^.^} i3<rt 41^ti .iY

i: .`,[3[3 u ' lL' +>h l'<) p"Y:i}+IjC C:itri31 "i, ;:}E ^i}l I(3ad ^,i31[ 1ut}EJt`,

;' Lf.: 135 F(:RCI 61,Mhit^; 4, El. 8, cit'ing RAA at `scltedule 8: 1.

'T'r. vo{. V'M> pp

^LlucluEr 8. 1,

iw.:tl 6
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ti34 ^:oti1 r i FERC. h«>i d .̀;ti:.I'£ !3 . ^t%i C ll,̂ s ỳ `,t'M. F^. ..'. ^';( NY W{? Lr i / ^g. . . .. . . _ ,^y.'et:t

^ttf;'F'riscrr; ^ i<t}€&t's t"l7o QC and TeasS,)t1&1ble iate in C) tlzr tt, ^:,:i^Wc` ;i1;;1 j'.?,'',j i; able (:tt i1']#:*t;t

A :i1<ijt 43s1.7if. s,.i '', W+:1T4'll :i) $t'i, a qi11' t:t};11j)<?t 33^1f7^ 111;,C? ci3't4tilt; Unkt" b5', RAA is

rlt$} " h\ :`ti f`}tt;:.!.sii3_"C and PWY):ii. flf We IZ.'s.,'% ;;,ii4 t^,} Oc.' (;:.. w;"i(. thom +̀, ;i fi: _+ i xpG:.TksaQ>'i

i>.,. ; ,? ;)11 E35i. tir3 i.[i4' t;;lt;'4tEl1L }3tfxl'1:s3oI7S Fd'! :'ftet1o23

<ES t. . i t1 iSSil that an x. .)'st.lcc Lt.?^t Rate is the appropriate o14i£SU:'e of'{;^.'j,r,t

i^PM ,t17..:£q;srl..ll;(:i.. ,:i dSc (lidi£. oc COMMtf)Il (t:II d 1o 01: ..iEr" sE^SC:c, ti ti tltiliiI"^;

(1";id y'?!.fl' (3Ct' oI <,w R.'M. FLI.`3 '!xSffi41 .̀S ..StodU'^d wa^ oili' t!; Ok(,: dt11tj1wE- f.1^^^th-,.' itild 4U^Llttit^

i3':^AS,r31^?. :'stE1 ;4I^^ltif}^^^ ^^ tbC 11s^d OA*i[*.^r K,. lri t?llt

2C.>Iiv..''<i:.S ., 3t) .̀ >lt'c>IS}II an uffi!dws':Y.IFl 4)f thei^ppC(}1't'd€ of`i:l, b^" l ^;fil as part

of O?::: rss.Wcms. :i "s :zi,?? { Iil(,{Eiud ttIc`!£ c1gYLun`L'T1,Y.`'I As 1WXCE!„vZl!: C tEr5^immi1V;

i; f! .7t:11 lr.:<i. c.lph(llvd ki; p![ifw''J^1: and l:i}l'l^s^^:Sf V5h:; RAA Cmd d(.fi7 m[1w c(7mE1t'.%) <11i(":TS

nlt+:;r,I:,rs1:. .:n<ti3<I{. tne p3!qmsc: mxd Context i's tontrarY to allowing aii FRR price PJM

,
i;:::s^;i-„t!' ;i: ^^tSti'^^:3!'t:'!. c'15t:>

A#C^+,a:;r.i_ iI7 FRR C_Itt, €tt its t^Y^t^eztu^^c^ :t,,staFr} 7i ;,-;:l,cr

i3k lt'•i 'l.ilSit l'sCYEild SSt.+Iat.G rit)IT7 tEI(; 'tlllt?i",< <i#1il )Itlttl.'^:

viEW'r i'r'3.. dst.` tlElill"t RPf'`dI (fLSi£:`, P "'315 '.]mkftil<_?syd i(5:41 2E, Wit'

33fv 425^t^lisEi 'm<.'_.3<it..S,11 11(2W(S ^'4L #iltt of a lJEs,S:f tlg"lCW1

r4 3f:'t;5'vi}: %: f1: a 'r;m1;; to ;E)"Eowlt4%nt CcmupL`1t3vo mtolL 'dci%C:Sv i'flt,;

^?<+.It' tit"s^1iJ"ai;t'ES.^Cit)fE 1}lech<1C,!'4$;'} S}7o ►?kL IfBCCtiim b}7 fY,S.C ;ti ar; w

1 !r.:31.;5;

( ;S "1.>Lt!t f4t^.lii l'.iCt;1.'!C `;ll'"k,3=tC1^S ^t<5:.^ i:1 ^J'tk1CJ

^':):i1 t'(}( t:iRf}:5'^1ly [£1 t1il; t rI P 3 E311I`s". '<4'1esl4i aks f;:2-"li3 y

if,S E,,, 118 ak ^ O',q t. r)tphasis add^;Td),

F"ES El i, i3iru i r;E nc^ny ;:.afRobL:.ct B: ScritidaH<':;w<<dvd T3irect"), p, 1•2,

Ad.

Ii)tr`? .ryi;. , 7
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!? pi' i71afsa;f lU1" c i2< fl?y'_ EhE js' qvhC'f'ti W4^ h ; _ht^::I"s 'rti

a c'dltd dkC: i:tl'S.# #',Iil#'i' Etf^';Ili.0, tI :;. 1,1[Lih tk ^

Ndr. Stoddard fut-tla+;r exp1aai2c4, a,,tJ t\'iti'wcJZ:;vt ic.l?uftaE, t€Jc di:>crirnivatox

that i;cJnpetiEivi;. Supp:iers would suffer if the state c^jnpeIl."'iJioa Ineuhatai^in tiu-'

. >::('t i I<

[Ff:zc:ed .iii .:ic: C:i nir.c of E aybg C)hio 4 -,;
Ox +uiTl c13 CO"t ratL ")1tt; Crr i,.1f ii}ir•.^
or ,YEi`• '13, i t^i'. , j)lot'Id:;r thy :.Im'.; AEP r)tJii'r < ()'i<):,Cf:;i:;tl

rate ^)t^^ l)!ir,L ;? il Ti17't(1!' £S •:1litC}l13{w't''s ^IlC'^LlLii:l 1ts,?;{tf.1 i' ',:4

b4:s32:'-H i:i;, stiei";.yl A;T f)IiCJ.U

fiidt'.t;d, z3S 'M1`, St:idd}id d4c -:11tit7 v4''i:thou1 NbIt$tili, itlt c:t Jt;l'i:%

otat in tht IC. . a:ld the ''A ! l,.triiT pmvi5Wt1S UtiYlbe ^.t.'i^^ ^; J. • c. ,.'f.i#,t,.',tiIiSlt^.,. . .. . ^t t,'Ct ^f' a ^>; I^: i(ii3

mcchanisrn ^;.t ?# :..A r,t;J n fi:E::;t CC,^e^;

lk^i`,'
t't\ti (.1'i ^i.^.. IIIC T^',;`1;^4E. ti't'. talking

ji,8*,r't i ail(',i.Ji. ,1.L C1ti,iihkt: Wt" 'oi;f^ ^t l'iJl' L(3 :•itit Jp i'S d31:3.i°^; ?

:li't^;{?;0d ^,''+:4. <41-.H Y bI;.,' i]tlJilhLr t,1'4'ts::tG,'i.IS if tb{. l':;'i4 'C'l,;g f,t

bc i:l ..._ tZi'AI. too ri;.uEl t;;) pcu>t'(v,

5^r ^IEtE t. ?tit)lJk' [ii,V_ E'f0±1!, :i1Gi1 iti #i;:hc <?!I ?'(3;lt

yS. OH:ra'•:G4s the u47Jt;i.L'Eti)O11J; o1iii c47!#ld ho)i'i: it;iK4'.+1 I(i)1I <}M;L;i"

?sdY;: :,fi1t>s(;.1 Et> `?t( SC\Pn^ hfL'.h k'f#(13c Ile #Y1t#it i)i Wi::

3f^ t^ o I> `it; ;Cii#1pte}3C:.1SiYe. IMpAt1t (ij 1i7:; ?'Rit 1isks ( > d1}`:',

cEtU'IiJICd ;P'sl:;T..iJlil . xt?1` (#rm''1 h:.It WQ ( g#,+l:# { I ; ir<1soT#: i{C1CS

i%tl<' }',,,.t`i'L:1i ^ [;:ik%^^ii

^I^#^,s;1s #t<:^. !tc RA.ti. ile .r u.;ZS fjlu wml `9kITEf:^t^i:{Ct^

3f`..it:< .d, gh-:: „3'.f; ;t#at:s Ui t.eSa d or I^Lt1tt^ 'e.} in the RAA i.ikl; c L:1¢ClC1f?t'E" i.%li&i the

.. :`ii0.i;3:?t'..,'• .. it. .'(^'k" - I'!• .^.'..

14

Tr. Vzal. V 3 #t, Y . . ?43>

, ;i;,}, .. ! It : (1tda .t"r:, ) >it+'s?'> i +::P Q]l )'S :ii ^ ti n, IJ: d;ii1 the RAA a':lpLt S c"!Il FRR c'tliti';

^..i.,i.1p'nC(r'.^), 'n £? cmI f £twd t ,Ci1it^ ; 2t 43Yt ;t's2 i:. Oi?:{^"r, ; °'-. "f`iLX_, is i',fi
.

L tQti> tr3C 10%A 4 ^t;afk^ ,:E3:^.^ ..f1i! d.r. .t [.;O" ..:t 4 ^::^i•t , ^;`ti ;^- ftat,.: #= :S•.
f_ P ^Ji1iE: t,^J$1 ` !^s" Ifiv;2 i7t Ct! (!-,'^ l^ i Gi,̂ '.a cvf_ l, ir s^ i^x 4 1ti

8
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1:A'A,. L tp:tCitT, p,i^e birE^; tifferc;(i intki the M'M m,,.,;t 't on flw c-casts : a;;t :,

i:5c11:`s:c .s :Av11:'r can atoid#sy ivtiring cw "nnmhbWltt?" the r^:sxilllx. a1td are refi::rred to {3s the

tkvabt3ud lc t::s :,a i<aw ("ACR' ),^" Wlers httsett c>n t#t^ ACP, ,ifjf ar4 the biddill^>_ flrt, ::,r '1^,.1:

wo+.L7d b ' ' :;nt 't:E;+;'^ E1'3 a In a L;tjm."uli}vt' (llil?'kf',t - and #'s? ii1to Mk'P1t:i;

!.i(Ki,'.i }.t .ter.,51ii>pf<:;t"y wt?t}(:.'+bC:;xitc:c',led t:)C3BLi :t€;1,,J"• t^ti1}.<S t.} £it

?. . }.^.. thf` if;v€s :'f4;It l?f,'tfd bi; £.bNi't1;t;t{ b4 Oxh6;T Pet}t'#T1L C)C il'}'?f}lE',lfl3I3 aF4 C^;.ti.i?1: ul.lti

P } ;a :,u1? , 4i,..: ^ I`?^11h.^ '1^t afl"l. ^d . ,s.>12; , ability('.t ^^1^ .^fY^y to rG%4:ot`{:^ tht` :'ia<;i, 14::C< <.I< St ^`3(E.'•'^EICC'

t31 i i ' ' S 3 " t . l ^ } ! . t i ( . I f i l . ca se. l`^,r^ ct...i;^') iII'}lf i}li,lli1 'ci1?i^ tif:vti fl? (^'^e Y^}^}j'Y•.i:(1. ,

^ ?t i:;?",4^1. l. i (: kt„ :; I_wi'};41"ti " AiT pu}s2113a.3t1tP',F' RR <'Wat:S, obligations bis.tii^t^on

€ii: t'•ilv' ;ti: ^7<3 ':i: i;.13i7^)L"ti <ll.ti"ill 1^7^1 I':il Ill 1^';€:.1 t1i: T{;-\^ t.

A RU>NS ph"; Lit^wd on avoidable w«w, would a anci

m_ttida.t p..sit.F :. ulska fTow 1i:r APP Ohio. hAr.. .^'sit^ddasd cttlcufawd A f;;F r:HIlb W: iZ usiszg

dma .<,1 ' n,3,;;_ s.; dne3ops:t^ by Charics R, : ti i Associates in accorciar>Ece: wit:ti t:Ete

'c i ijt.#€.mi} o1id by f`J:Va I;}Ti(,r" qi,. C.jt'ri(f.li'n 1t3Ei(;^`l:ttEC^ calculation;f.jt:i :ij ,' iE z.^< ?i(, _

owl, i\R f7C }"tlii;_; f)f i. i<.;iillli.3!3 :} 1 a L1i1. . Jn'i2dC:wdt AEP Ob3o ht1"; a Ilt:i

; ' '€'hu;, evert iI"AEP Ohio's i^apacitti Nva; priced at WMV,.j<iti. Ohio`s

Cot;n.. €34f^EPf" 4 ti1.P19{20l }}

n ,, . _, i7e i_lf;ri Nn t?t;! !<;ki`rI i°.E-rqti rI?' :h.:. hAA Ti. V2#f. Q .,JW1: .

, , i:-.^^. d h amct • l;.-'. cIrlr :v PJM (>t1T"f

12

s tici+ P. f'?.

ke ;it{:tc141a;,.1 '°s .. r. 13.

3t! .^53C)^,}Cf2If'^ r 1. J^t < i'. a^1).

34,«^
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t >. i ^y {-qg^r

SS^fY';.i)^iti.f^^i"1l.;;`4^kpXC(i{^.':^

c°:13.c:,,,_, .{t..''>, :?dce f~cir t1.ic p4snaing year-4 iat issue is `: Acco,cfi^^ig(y,

R' E w > >: 1l1 ,zflow NE'T0,'ttii to rcc4311't'X it5ca,sir.}?ihtC' C;r,St" t11d oL't;,#- tf'#c

x.'it fl _o I,t"s't2lSil}". 1n, -s:ml)SddCd £C?,'`lE 1'C(:i'f `.`o" iki Et;htlrkt°d bl' M^.' (,Mm.":kst.Yn lt:;'t.:iCl.

:C{71^1C^C ^,li ^ Yta.^f}.T}^, CN^. ;fv i""L".T1[IS1; wj z5[F'.sl : ^'^ 6^tilti ^ Ii{t availabl e tf){7th£=7`

V. [43Q s,)Wy mtnns Lti2t`l pC(wWwd evidence 4'>°" f?,, vi)s^3v i,fAEf' fhi:t7'S

{ N' M3rt1:4 as set OW E3i I+;: RAA. ALP {AW, ait ; ti3.i11 tii;;l . S';1lt14;<< 1f:'.P

',nCu !)Y rs_I1,Ce!14ti t(7 Ohfi£)^i tradttic?!1£it

,
.'^^^.i^' {Jht:n i'i'R :'aul(;` it# lS wi(31`s5 il1"T,'n{)t dCfi1?C'C^ by thc iaSSt of#t? ;ih(<# ^ .. Y:Iiill C15:;ti}Y4,

fn}: al :as p't"t`, f,Nd f:, oit ^(lfl^i'i}i^1C3 ^ f:+,(.P<fl EmI`ft f'RR cq)::Ckty t!U t?dtf d

f)Ei 14fm,i 3 , j'tt)Ci;111ci1f i !"`.(iI the }1sStttN>I.itSTl tMt FRR i}t).W1i.S ::i["C j' .,:;'s'!.flg lTl.c'SYkeL

i ta,,5 .;;lii f3e done Qi£t£`1cC i.llan ai',1:didble G(7st^.^c`1Sk`s ('J.i il i,}:SE:1t,^cLw:i. iia3k bt.3t nlxt

fhe C,;,3;3:ni,sfon p<?ni;ifo jnU ies its kaoIding by statirig t1aat i':'M f ric.°s are

ail {'.S#l; l<3ft.. p: iv[dwli by dlt: p.AEltb:i Ccg'J1'dti; l' f'-<t!'seo itf

§ lflf#;;i;` This t'i Oc w;()ty ct)I7',€'}:It'i5d3T1, RIsM pFtt:t,.°s ilm b'<iSE:d tJfE

O_.;i'•:} cAcW<.a3[S; <;.lfi( 1"; the W7.T3;ESsiCJn r6;'.t,:4I

A4 . c:,1., i:. Y c. ,.;s .ti£}ts£ ;4 m i14 €lYe 1i31t`i;t' Mildl i.3{b i l^? ittlCl il tSES; BIJ. [U?i f ct:(::%iCxa-

3'

.^ „ ctt(i;t ss! .`t ts;f?ki€S A. f.t,'S."sY. [.€. ''̂

.1}',jt s 1t.s_j!a$^ i01 :I

^^01 'y3„ ..1^ita.• A 1^Iti^(;" Tt?-i°5 Ilf{t^}r1Sdd f5P f1^T, t 1L2(it `rP, S3iSti ^2^is6.a.:3.1 -A,?f4;E1 fi):`ta' XIl'

h ._; pa? 1.iw cCi , t 1v.•;vw ': t 17V. li5 f310d1ftCt;IlfllS CJ ,:mw "i;t^uuS'a6'_ . hG;' l l(_ . :FSE_i, dlta 1F:.

..i12t f's {i. ih3S nd7Ca?C.C+ ih,LE ^3ti

Oil,r AcCG'f)ij(sg F{dl-I7;1!k Ra.k'`. P5 DpmA iC . WaI%I:S}', f3 :?C"3ili'>

Apr. X 2012> at'^ 2'1,

()(W plr.-., C_.

;;i. i - : 10
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haiCC! hig(`t:.(th:i'I A.'t3 Oiift) ti i>1`o1(iGi61tt'-.'^,15:f':;, , i.,."Jfd1il^^ I t;'cf::j `

rs^. l^rc^'s <rv!;^:^Cr ... .'.',r; „iYulci be fu11y recc'>vc:rcc>. i.,' ilig T4 PM aucticrn-baseJ

R1'Nd auctv ^, -0 1't.o.,, ;,r' hight;r tltan Al,i' av;jidabte. f"o:;ts> APP Ol.i,̂ t 'i.

ca;ll returns hmiAI-iizi:r Us FRR capacity (st 1^ ;tllcti,:jt ^f w:.> tc,l; F3y .,if^ i<i;;atlz:

snl<)!lghTlilt lf t, (C1i<l! .r:i:;o1'et':j vi'ATVP {}!2 t?'5 f)1hua`f:m1<,.

liliLI14i' 1l,.` dlti;i5lCAll tri} 'd'fi: :tkc'.jctl I"!;;.{.t{T11 4111 eq41.'!y V'1'{t

oE<,d L: ii. "I : 1.1ICtsC}it-bzlSCd S`c"1#,e,'7 BLttit^1i:.S^# r2^itt>:, of a 1'ett3i'P'4 on eqt ^, ttt?t

g J."t%pri i2y` in Lhl, Cs.Il'?:i A^ '`O SlfJdC]ylndI"total. in ;} c'rt71T7i;(li i'd(: S13it:'^p,'eL ]ezt ^c(%S`)pCLi_(,':" ;.,

tf:?i":3f?f, t d ili,y C<I:s . : ,.1SIf I1 { 1? IiN re1fkSk` of '<tljM prIf:xll& sT?':.%_ ,.1:;4ei'Yed titifi:

vt".. , oMi?Awd under fi16,' :Zr\i; (1T:1y rt;`Uh i.ll h'.r1.vIf1g

?'<i'. e r r,..3tdo" "s a` ;. i tT^^.̀^i ^..c^st^^' a^^d that sttcl^ a ;^rie^„ nt;:,lz^ r >^su^4 in til^: stl :^:r <^g "^tl-,;c^; {ti^:: a

t31.I:i, 1t. S: ,..:±3

t^tCCc:)v , 1, ^.^b io Xy}'l I ti(.}t ("?%itl r;l;dt;I:lfEiiJ1 <ISS <i;> s!f j !}SU.7^3fy I

)TSi t:oXI,.CI'S3ti t(f?t';'3i ;t, t t;pui rt8(tfic `_f1317[lcti'll f1a1`Yil" tCkk€S-ff" to tilePtft'.:5:i" E3 oe" s'<t(71Si?L`: are

^i; no evideSl:u of i1t1y ilii:lils ♦'1E4^ £:iikT€17, at,t, . ,:1' { ?ttitt flc'1s not

t,;;.,._]3_±-.j x"'ttE3e!,:.:c that ;;?et;t.s tlic: ;,tandarclS required for rate relief or other

"•9o1t:C:1iC4z`k+^̂ '""#f A., such, there t^ 31o bilililtl law (3I ;i::^5{}13 AT Mc (kki ;):"f1I7, d ' t5t Gt)5t

4LwvC'?'; or .'1i Fx Of3rt1`S 133 t.3l:itt;)(3 fta1$1 thC: RPN't 11?a!'kti'i pF!ocy Sbr d;ly3Fil;tm

..' .- 9 . ^^ .^ .. i. ^. . ^. . ., _ _

ERE15..t:3 1400 5 and 15 1 4z%_Qss , 4 ::w

i"„-a:K iw 1}"200 ) .,d 32,71!n7RW I7FER.t"4 f 1..3f.M .' fj{lr W ..r. _.b W.

:tS .t _,. -I 1., &. 1tt v3._ u,O _.r"112 No., i F5 f., 02

?r r^,-, ^((-?'. 4.j . -"`"rt; 0422S0nT-1"tF,T QfULi)H ufirCY1.'.,' 201I

l>151,.esz?.Ek1C;` > ^ ^
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cc>:iopen>atfc;ii i IWL1i)% un&r the - tf,) foster retail cho#ce, In fact, t? ic : rttE1„ jc>es ilie

i,.4i3i:( - 3 1i3;!ic 1't:<: 4%i;lmi,.•?t;#1 :i Ci(IC:!' yOnipC;s AFT {.}lilU M a Ct7F?'?pE,'fifiVG i iv..t:t'.,;3,?t' ".( IC"'e

ttlA :? f:C._ t . r f ' ! ! t 3^,,-f,5 E lllho W.?iiU i'\ii(1na PW t4 t3ist" !t._i; ilt.illC', 5 i?k^s i,lc (1

W= ir, .sit;l< y.t'i:;t' ^`lidS, the O1^`deF ,^vt}Cild iOiCi',% A`f:SF,
,
)J3i() $:. f_i;i>`,"•"r . fl:.: - 'E; ^y ! I#1

1.:C'- ''n .lii7l'0 sk:344-4'.fli.itt{t.^'fl t€}aNow AL:K` ^Ad4)4f,,i1'i:l:t)ll:r t. ,^.^*^.^L^,^•'.^s^r-:li}.S'^YC • Cq%2Lvz1ft:tii Oi

foT ii* t t.)fts il: tit(li;-i,t }?i.i1 ;"i311' t.1h1t, ii? a i7[3#.ql1E.: pt7'sit#C)i1. :Al-,is 04io tLolil;l !?t 0'!i' t;?i1 v2iJjff: lEt

Ej :hi;? .i} }'.ltt ;f,ti !'ecovfa'^^ its t,i.11.1 c . I. s .: ili: E?^32ittfi. ^',t•

s
itIL`. 4'.#IlbGd{v4`Ll wST X m. t%'('s \ '<'.iTd

.!.t` W .-.Sii:-,[ .,q . :li ; iin wd(7<tA;? 'ciiid a 1lEc4l:i l i'ii[(< lbC S;:iteC_' i' S:it.`.tf}17if;.C` " t i,tl%rf (i

"()Eilo can pi'ovide.

Ai P (d!?St1 s £ BE ';WWS t-'iqM7(?I "E3S?ipl' iC9.`titii`L$s 1^^.E4I ()hh, any other

L^tt.fa`E ^fi 1up3-m o$'e ,̀^̀^xCi ti:y:1liQi':£iJf' AE!} (}Iltt, wO;;-tr'covcF"K".mteddC.d .. )my nsf's+ai:& iI1-LiF2

S' t3#t: 3"AK i;jt,",'i;ti€)i7 and $ll: f)f.1':i:C g4«tYeiilltxi':ty p%3i"tIl..:p fiijC)i7 !#1

)NM^ 'nsc rs_:Wr.3:` iu.;(1<}tz ( IlCt'u t{t£,7A no nmd f0;" 4;1(-s:5.3 v nt S.,`C;overy me. c % ifa.'-t: A101

ClhiWs . ti n^.ai t..a ;: :vement,s b:.ca;3se .,:i Ohio is not pl.ant":i€^g io bijild tior:

:iad bXiti'tY3J`if: RPM 6 '<R'f:C'tilsis; 1;y'II ;C) #i2c::1CRik.. :.ii.l3;':-L;f,'l1L

i1(3 support for t"#t'. Or41(:i , t:ijRi

: Gq;'o..o..:d O.;3 iM, ,::, a ko, n.:a tha., absetitsuc}i extracardinar,' troergc#~cy cc.fief, tt7c
bd k;1ow i:.E,.; ,,: , an ,::d A , A23}yio 3a rvice ^vill be iinpaEred).

^:,. ?i).: ".n /1 " .... . . 1 i. . < ..- . E^td. P-1't.(^ .t ^Lflidls . tt, e '^tt i ti i¢lil,

{(lf i_fi7:,:;: ' J2
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f+",COVcty iiI m_... :. R''N'i O::w;>. l^Zat1TC^1T thi, CUN .; "s1"tJ(E1(17fittt)r AFT OhIo':i dC>ft'fmd,-

cec^wcry oi' tiill ^+.;t7st's for capacity iarovid-ed to CRES' iirw"Uwrs is

and unsilpp<3rted..

1 't°fie Orciei's ,3P,jaivIliiou of Chapter 4909 to thI° ^aicnI^irior{ of .^EP Ohics's
r mh"W=d c mlVnqed rate isutth"r6i avtd wot-;.,}sonOW

..?i"#ft ''i i."(?St {-LC'.o'.'4:1y t,t3 Rf-IM prices t>o31.rtl;slCl-t' the RAA, Me

Or&9^'. *.....^ . d..^. .in i;:;d ('(d, C_Il.l:;t:r; 4905 .Ir.d 4909 lrt'qlibrl^ that the Commission 1<:a3G'

E.lt....,it 31 .l ,,3:: . .{::!:;`i.t s, o:``c'ltti'll T'egili'<t:!ill3. to 4lp(}Yt)ve £ t̀iWS that èire based on cost . .

^ ^7$Y?t±,. .;t.>; 'l :Ik ';t)pZIe.; i7ik fe`3t;tC}3',^"i 'r; ►04 s317èdy51%4 flsed tT(1t.tt"C chl(jic:E' =(9,101) tc", < l^<13^i:<fE a

jII:^;sttld monohlc}^cwst-bmieCI rate of^(^^.i^u;"^?1'^

F'>(i't'ivd d 0 I?C(3v3d'4.'3'$,4^ As ,"46:t fol'th £3b{)1't.'f c.'i ;t45 i;4) i 13 1sC' ^?e(:Cdl':;Cy is (;t< ^t;?[ 3t;I"t<tl

,(3i 's3?1I1':;i-?ti:' Cs;,tSt911S. Ht3weLfe$', c`vm if Ci7Sfwhc1 ott ?'i;cf3VS:.iiy wt;i':' 'dpp;i'•J1rafPg'3`, Mir <.ji-dv&

cs1.i.Ni-;ifr1eri[ of a rwe under t"Izqtc{ 4909 is £rrf]<l^^iiii I);:eattse AL:#7 0;Ix:: d1ii not fiis€2;ff t[w

41>I'tA

.'4?:ti ;?: i 400V ai;:, Wrtl7 the p3'{?c"s'dLSCC's iit2fI pafs`9l114t-t,P for Swi{lgfi pttblit:^ €ltI^1C ; { ti 4.21

l t lilf i..i :It I<:1E ,''IsSeFl1bly hi35 &.i(:;'<tis,d .,E)thU{-ltY to tEt+' j(„fJTT2I71tsst(.lnj tt3 r4 S :.tiii

remonab1o ; a;Q, ;'tac pubE.; (ft,, <<;c.-. uF144I its ,furisciic:€ion4 it, has doi^^ so bkr providi{3g a dctailod.

GC31T3pf''almi ;<'v4 ^i:,4 '<3 a4?31iltiii d (;' l£s GC)lt2't; j1%33it'^iixiZiy riiti i41ak2?1t? fzsr{{tola [3Ttdt TR:{,.

490%15'rtr Th}.{ti, in SCttXtv 3'il'i'S. WI„" 4t;2$tTi:f.'.fi of t.{lti state and ({lQ cl,'C:^kttl?`; ^'s #!)):;; i3;!.

.,long (i : -;'r4to;lf" ^iti'. l.; ^.3 t^, ft, }:' S^ C:1f#^it,1IY 4tt3': il['r1' itll<a di] ( t^a:?I?7T^C^( ^-^} ^ '.1 - :(,5:.. 1^1

;r r +,7 , '':;. T(VSit :.' rij? 809 `°1tt . - GI5!> i,[tCtil^t.^ t11io..f,t P. I,.

2SiY.J(i.;'
l^^ ,.

1 v i3
't^l
....

x; 8e^; , 5; . . . .

f
r3

^
nii^z ^ ^ ^£1 ^ ^ /.^fk ^.p. ; .,^ . ^.^^i i<^f SI_. ^ J.3`^, ^.. (19,^.^s kci£bitzt

(`^s^; I 1'rsh. 1^`,r;. 58 r 1'^7ts;; ,̀: SE I ^L^^^.- ., I(^^.<r. ^

1
,^;;; < t:-":.t t? ^
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^t 4ity ^^l'sfl ;; ^?.. "_ItI3t':i55^(7I1^ 11^i1^a' ii}^3 t'u 1.) S^^ ^ +:^idiC+_'#?lt'?;f5 }( (,'lE3j)',C.i" :i'r(Ij, Ft7r

Whs;n es€ahiisi}illx; a ":o5t-h.€sLCi rate, the Commission must dc;t€;m)i€`te.,

* tl t-«il.t; ol ^h€: utili€y^s used aTtd prrsper^y as ofa da€t;r

a ;I;fioble rabs ts";^-^iur r.

A{.i1ial "'iitl+:ll >;p,%It 1: `siw CeaS{}ni2blL' rate {}f r4:€1tX`#1 to tt3{ 1's`klC.a<lt#C2n E?l? the

#^'•t ;t)iE l. ti;t^![^' E## j.rt^','i(^ifit?, titw["YIL'4'` L^tI1`t21^.3 i^ 1,^^^rt ?i3. {

11; 31f),it }i II?2Wo no d(:€`Lt:il'1T.ilatlfSTl5 lil :;ul ,̀ <:Ni;#4 ;:k', L'W#,IL' of AEP Mi5

[:+y} i'^i'i r? i£^Sc^31s4^t(4` IM:.' oE t't:'?itn or t:l fLf};m. N{. t""[i!1; i!i i?it; tt'C:t1Yd j fi tIil s

E,'ti ('4^#Y3rr t,lc+{t ^',^t^ such a ioi j<.'f"f•".}t}. and C;t;t'tF3E#1{y not a texs't period that t,(?l"f{i'fi?I) t o ti]e

lil fl1('+ <itatUl+-.` t3tL!;ii €11c ab5C"21(:-c of 'cl test Pe#"it ,,!. ,.+w#"ti Iv;1'1 Il(.^

t tT, Iicl : rI :^;: :dooIlt th4 {. f^A1:_P Ohio ir#st:Icli aperiod,

11<};%?;, t t!i;'J i 3cis C.}ttlcl" j7?'i}wt%dt#:i't( TeqC1IrC`m{,',TI€i^. FC)r Cx:1T7ipl.. 7^.F 4,4 4909.? rc and

it±it { iilll4} !'tiSa#::+:ti K: g1vc1i. No soC13 f t)^"Iuu^i t 4 }3ti? '{ci^'(f E'k.gnht;: tliv

s,lfifif I;ytf;;l"1 .Clr iit2 [t#'•.>ii'Il.'.it l.Yil 4;Ilt;s (h[ICh a..' w1ra T't,'qt1L.±#i',il t3t't'w'} W;iC;t I111.fl5€ stib212t€ t:i:`CtiZE€i

itr'if2litf#.S:# ii; :^ii'2^C"4"fT£.}i? i^'.?^'s 3f i#[^E)^T^:i3ti43"F^y 123L^[lf^3i^^^

lf :^i311 os }!s i"S,'C)f)+.`S^t l}1::tt 't3lil^ 11 ,̂Sf:^f9} . . . #^# 1'F`,^X1C^s,iiil,>; t^l:i,'.., .

.. „C',".iE^ It.+ i!I :^{s:^l 2}+1^}li(;;.3a1C31f'.t'

I a>^ <.<•tpi:i .,t l„>`1if. C':irrrm, 164 i_)liio Sf. 442, 443 0 ^}Mh) §§
W!'-It, < J:i -4 +i)iY i5} (em{7k1+: RditUf1;,

R.C.. 9 . 0' i V f Wa^i it:i `+3t( wi:!i'd in d ouit3Ei Q Gtf-hJs Ms.l 1 i it:)i" :Is1EIii"il ij:lc{mY'cnti}i_'sl,

a.ll . ,= }i-:, aa,i q+::iI i1t il.l. .I}:h;i•,t1la( 1,

: i' . M'i . Ci f 1 1 ,hi; U itiltt'7 f}' pMpCb,+Ci c'#. ^+̀3, i i:w}Otj #iLr O'E diifu;t1.^Î+ R>; r S't Iil:;I 3> at„ :^<:.vo-

3.,4 },?fi tSomd nt•": ?f'.ljf<: 44i13l .`§d?C [11o#1Xhs pCI4Yr to ilh^'i}tv d, ^^iC <tl ii 1::f' <1Yi(' c :!} t it('tI

t'iil`z r to fha[ d#i€M."').

s?'t# 57>ai}; 7:F2<1( ; i k 14
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€ ."t a'E?Qs:;ic 0pei'ati:I"I St.:ti;tiicqf of tIi lnt u53:. t- t c<;r. tiic)"

J."t,, ^ ,,[i !:, yc\ ^nww umti ancomes froIn
oN or)t E ri:i<lg c:3QS ,[ill"Idj

^ ';.z^; ?':ti3^ k3i ^31! lIl(:9i?^ Ls~JI14^t^I()Il ^31f^14i'Eiil'F'/.[Fl^ itti ;::'.t^,
^ . . ,.?

^ i3.1 ;:3£' r3ii : Ir:^qjAi(<>d iitftlt7':,;w39 'e! a:'s StI^.7lTII(iG`d f-'\ \ j:P (,AtII'.Y in {:ClI1fIk`,v`fit`?fl W21,}) .E;: ;i,)ptic:.i::,;?rT

st?i M?. „?si' i.

Ii `"3;,; i„ sr ;1272mSIC)Il :44£';k5 1f1 #:' ('slht?tit1 a cotit°bi:IS:d rate f}E' si ServiGe based {}ii

"o.1ti7:'.:<.lEl.?> . ;Ilt ''xjms1(Eo3}.'d'$eYl the pZiJS.;t.jiiE'! ^ a.nd f'4;^11EI't;'ctt tl;ti of ciliij?:(., r`}%7Q : I7Z:S.`5t be

r3 i(, s;J. i;., j .?4....,:dill hot `CldheI'>«d tI:# iCn.W, if aii'r i.i( t il.`.t .'. Cs;qifi af;+::iil'i :i; yili'17. Mt;

Ordc#`',4 for AEP t'.?[E3i: i,} itl.`S7vt'.i. YSt̀ 1 a dGfi]"fflE. 1f3;' 37 tC;?t`It:,

'; iS N.S BdFvlW-rlay fo6 t:}p: io k;t': v id4c1 It} f'I' (: 11 p :3v ; t i>iuq i::, i.\ c.", ed .

IL {; (<ta tsic :ztaorr f.)f The Amtidpsl;iod Del'enrai Recove; ) als;ch;ISiispx I;; N€°*~esbai•v.

r. T,it_ tSt'fCX3"'s$l r#'r?l:ine£hht1:1slt3E i{ltdst be e1[)E31Dy(1',ta+)36)t:;'.

The Vu,t xt,:Akri's Order I^ecLgIiicE•rrE that ..RPN1-i3asecl c .,) a city pritil-:g ivif! furlher thc.

if'€ the YI`#i:1CkL̀ 't, bVl73Gt1 is t}il:; c): ')ttf' p1't311aE"4 i!"; 14'F!,,

i c:;ing.""fi4 The Wi3ls:,,:+tt tur#ht;I' iZoiecl that `'R:txM-lsa*,,J cai;acilly priciitg ;t . . .

WS<3!'ti3.?l.t' r3'teiin4 of 'i s.l!,?:I1,g 11'Upp ► n!g, in AFP-Oh1(34s service tGl#f4t)t' ?37j i3dv 2dti Ettg the 5i;i

j'ssAic Q,.dS'ti','..^'i O f 4aki? 49'^'? 1.%2. Rt;4iSCs8.C isdt'.. 1Vbicit the :. :3r3i3T.3 ,ri w,1 4 r' s:qt41i4:d td.l

r`+,,:,.astJl 492U'i(A} " .• jb^." thd%;.I' tClt^cYC',i'. C;id iiCit jp:(l aiq' tt`iIys or

,
ii:^ilit?`3., t?l ^IIi?tlg^l t4(lI»^1 X^14 £^u t T:' t{ ';ii"tii?ki!It :\ cr-^

Ob3t?. As set ?C)rth zlb4}4'e, illf" Order's iI[llthf';"If,:itit)I! iC)I' ,1 L' i' f t31J !{t i;' .c.)vc; r Afis RIH ctltl?t: dut::i

i(ot. 'S :rlh'.tM, and ! 1t31it# dSt3rllkbtt : II' 111c C.3'Etai^,iirI C^s:lrE; tt' 'ZiITntr%£3t,: : t?i:E iI7:;^I`47[Jtt

"< t_ : 4901 .i a.

.ira. ;, 73,

r:^, 1'?3.

Ox': 1' 15

APPX 201



f1;.'i"fitit3 :i'i j..:il :.2i1T^1 l?^;3ikC3^1 }StCE ^1;3li141T1. Ille CC}CTttT3tSS3{3P'7 should i;:C111ftrtn d1a dwtl,;

anlounl imust ;.psaecion a iu;tltwaWe ba:;is<

fst. Tl<3.'}t. !} s.;^°clblt: rf.'ti t::i'}r`,'ij;»wIii:li?;1'"s[Tt lti 11C,4GsS:ary to LFtSUCC: that "h# ^ C}3ll,r.<<l.it2' o(?!k'ti

^^lft' 7 5 y*4ilc> t,i?(t1i> li[3',)t1 Mr{N.E,4.^.,h Mt dtli.'E"f1il are i'tlk-t and O'<i.'f .-11 i:^it! yt •, u'^ r.;iiil,Elil ti t!^ ^^'

E#S{t:;l ' 3i r: ^-:') '̂s st^f^ and p.;3Cts::l1l `.e'a;^=. rs lJ3Cl;^i^i3i.SiC^ttliti c^CIt^2(^st5%ti ?Lft4d ±`Il >aiijtp'tlly

tl :;.',til1'k'. ti'sfly. 14:1ll eliET7i11 al. tho aocik:il3s 3^f RPNI pI!t'w:, lE1 }7T(SrII(3E3.I1g 4<(3Tn{3t;`tikiE7S'k lfit,l i5:'£}tJ'ld

, ^ s; -:Tl.i< ifl ) !;. i., ^'^.<` .^ 'iIt'i:i1i'g1^;!i.'`s. ^C.,^^t;1C fiTig 5}t )11pIi1'.- .:t!`it(3I'f1f.,1"S RIN prli.f:s pl;i:'s Me

i.lH,.a111-t' I,t's;t'."iel'{I 1.'^^^^ pdm=£ and AP.l` 1.1ffici'sfuAf c113L11;1}i14U toq ql~mi 85i^IM.'cl•^ 1.i

smsc:H;<iI li;:, ;.:me ta:, ctaargin^ sho^3ir^^ customers r^t^ ^ ^. ^ )LI , T^iu iaC£ ^`t 11, ,

....t,lwd 't14.YlE?l kli '."'rt' ?' E,ti1 l iE a Sd}mG' pfB2nt in ttiti." f.Uturt4 dC)e5 1ii31 ,oI'?';K as a ^.lf.lit,ll "tF[E1t

S'C;C£3v>;:l .. +y <:'tit t+ 3k ^ ^ ^`{i?113 :i^3C7itti(^:CS. IRC ?'.^lk S<'4I 'c1 1I2+;t:j1't}[3{ti1j?tl;t; l; ti271

CDWz jE: yut ?Il(: s..'1.: (. i3-i;E;(t1' .: il1';Tfi(,t dl;li (.`+ (ll:it gC3n1.3'!g 0i1 Elit' .;.`t7i.'f7C! 'ti't :'it `, Ol11(}'4 :>^t"1;Ccv

ilwy aY(li:i i%7Yterll3g the nwi"kGl; il :i fuTi1Ci: df.+.,IiCt',i2si(t)E'y' ^3 t^ C iy If1t.11i:

^ II:!'i'.li?, Ek `.i..k.r.md <Im#"unl otl a by^`JaSSiiblc hatil.`5 alSi} ;TtFI^ k no :icl?44. ! f the thiii.',?;e were

.io6 bJl?,'. th d;.f;, %i,;u s'lln£iu$1tt^,r`Ottld I3i.° f ^lII;`, ^! f',i3ly' () At

itl,. 5:3?F'Ek; Ikl?'3'u l;(1'1 <;l1t, ..o .mr, cq of tI1L; dCt>3 rrf;d s`,tTt3'.'sttrli to '=itht;3- shopping or nclttsflf3ppitag

^tl:il:trtiCt :' :It1J?:<';t;ll.;:ii (•3!';1.()ii1e3"s ato arc ih(7a'()tl}.'., now T21a)' 31 A 1'+i1eeTl' fhe-

C1^th ! .:3ic1 7}i:!ill: .<. s3l7im 1'l t°14TSa^, It ^N 1wc1,'i's {::tld, io any

=Q% tll^: def4red antottzxt tt} only ttia^e msro:rl,r; ":xo Omppd or who

d&l?. Aii;p t':Yi;;23 t7tls: ,}i le bo1:'Rs of a CptYip.`°,HUYc',. Itlfit`}Ct'.S i,`, thi,` t)j?!it?r< C''iei't dtfft;f" i3C

g)Y;1('st3s:i l}Hsii:2a'.`;, ;tlt:iulnws z: ^i,`iC!, The :ttll',' i%t(l1tf:[tblt, fTti$i:i%d tU Eiil#'0crl),--31E :ji: ,:t '?^cl?' l;r

the i:> to ty;7il thi: t:h.`'trC.ve11t^,k to all t?f iH'' CII?iC}':5 4_'lt tCt'.iSuCti on a

rttl^ibypahaca^le hasi.,>

I; v , 16
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"1'€tc <ikosbcmld bent^nbly,>ti;lttN €tr>:dpW^ byaHof AiFJ?

Cli(} S i.qt13'tEtiti ;zc,'fiiF4i: the ab(;;t f11.3,kt't `cC(}sX5'i ) ti)vei"t;d through tl}'r 0:11--I':lil wer(e,

al,imU3";,l,d ss., 3t t1 1't' €.P 011lt?, ^^'hf•: C171T11Titss it)tl';s" O.f.iCd' S1ti1;F;;s Nit it ('''hi(3 tt)

3"tt£i\i°" 3 b ;.ls ,itf?::died costs ftLCai7!zi; I<PN^i I1CiiCti \eC}Wd prf;5Ac AM" (16) ,ili('; at

1.$L1Liisu[̀llIt T,>v< Y t;4t'f% l'%!i, tFsi3l14 ' and would bC "ll'liltfTi(:det3t [i> '. ii: E ] ; i't'>t's?"iF9bJ: v{}()?pwi aEoWto

AFI> Ohioi di inapad o€`t(at arJctitiona.l eost reG<>vc;ry is pr6ni<fl"il^', di[^ec-wd<E4 pr.}+-l:;il1g, «

.. ^
tll<^r^.,<,r .lib5i.:> ;^,k:F^ Ohio. as ^^ whole. >^cc^;ar^,^tl^^iy_ ri1 ^3^^r'~<^-;: f,7bio'c CU4£clni:cr: l;i>!s!J

^°i,dV fo1' 11 ' ;e:;'•t ^"C^ :€i'i[;r3ti1.:

.f fle rkt."; ";:t rerovet-±= cnechanism tnusi z^^^ogni^^ AEP Ohlo's irrrp^.̂ xading

l'3C' Ct;;,F" d2 :.1ti M:1[. [%-:'.'. S9<)w ;l?['[lpmt:il[Jt)tr nmfi21i1tai;tl "[ilii1ll l"f:IiiEl.iii 1[#' l1'.31:1l

.. T-^'hit'. 4(iFi,E:I['<',i 411 _:.1^l pti;li;;7:Elitltl in tt'#l: RPM 171a!'t:+.i.t is ci."dmplC;Xf' a:f't£^ tht' ( ii111panV" 1s,

i' ) hl;"Sfrcr .i.3E7;':L'E `LE).$N FRR i;'t`[paE'1q {tll^if?2t[!t^°.3^ which Ts c?.()5,`.L;;(:d It (Y"Ur i)l1 tw a,..)F"L' June 1.

2015, 171" dl.t`BS.'i ht' flw {,`t tT7li;l^:ti3t:19."?? Fklc Order iiof i1;3w tikc

maw r;ompms1::.4t;-i mvclj:i.^l'>1.11. will }ie ilt,p k.cn?;rltk4 (if At alt) after AEl} Ohic1`u t;orporage

^r)af'fil,i?,If7. A.'9' f'lf,[f3ijt.f;1C1 1, 20Fi. %iP Ohj(IQ''i'!4pf':i,".[S to ilfk\'(; {Cut1,'ik'FI4.;d P`L!i g¢iFlc1<i;.itm cl .i;i; 1t!

,'.f.,; 601M ,e >t S 'tl':'s! Q 00I3I,60: t: i#ffille"[te.^^ If CJIi`. Order is codYtitX11::d 1t' a^.3oy to iiii C.3Y)1,i(;1%Y

7: i:`^ r.il ^';.'.;;:3 ^) .A_.%'' :,t.,,.^<) :i)i^;t' 3:f7T`pot'c1^^%;SC^'1:1Cf1lI0^I. 11 4it3lE^i^ 3L`^}F :.d;"fE c^r#1YEt^.}r^'s^t ,a^:lt;^1C^^+.

?1l:i`. iiiwt!1.3ii1(^., d sifplliil;l".

i..csk:;°d. drew on TtS i{u[b'.1 :j1 E3:FL1cr RV: :s;:c4 Code 19''%5 and

W J ii?i 1: i..il r;.j,t.W}l w i:-St,.'3blifih a state i:(}mpi';llvi.lli(??1 31"it'-;NU <;'t1 and ,:.t; d"!t,' i(I4.ilittiEk)(uc,?y

('?,*dC:i'. P; 23.

5 . "&t R 24.

}` ; VaE E j> a.: a:
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Pur:,uant .f3 "l{°o'} AEP ;>hie>`5 ..:o;t,.. slzordd tto calcutatcs" 7.'hose Chttp#c,.; ; dtsa:bo uro

C(7}TF»^t .j l'.. I1 '?il:I'l ;1.t3 i talt'ln Ei2 Cl'.y;17)it£oallld oi<'5::nf,:{.,' pl#b(rt: 3.Di:iLI.iS:1 in tf(, 44i.;it.' and to R."i

EuS: <<r£ , t.a:;;Fn>,-laxn ;.#w.> 44g st:s:;^i partbliC tttDMI"" But ilf;P CknLci will nc- t+e .. E,t3Mi;: i3tfiii;.

and €_.: x:oc#-" 4909 cannot be sa#ci to _E;>j+, to AEP CInCo •- directly ci :hrt xg11 A:::f'

0 11 i} 11i".;.3ia .' ?ht: s tiw•s{t3tt?.) rl5s't^ (or 4 `p^ ^PG 's'w'I'£l^s. ) t3Y! '9hdh1#;.^ thL

p£`tt;t,` is bai:;ed >1d£ (3f', :Cli1gfi:T" b4: owned b) AEP Ol1lLT - %:lI3a I7o I s'E£'t;i '}L: ^tTk}' i.'f; [(3 ti1^"w

i.;tiiiiF _ ^^;>^^. } t. ); i Csf ^ ?^^s,IiU ivt^1.3. l'cJ #I,f^ iY^>i^„tay frfC't)(:3"Ei£,^:.3"t [{r

tlSi: #'C,'coi'tir4;d 1skC;l_£C;::d i:£)i'PC1fc#t(`. Si:;i'<!#i3tic)11 tit:tUEi{ bi;' paid £t.% i%L',{I

i.s ft£_ f1, Such ad:l'oS:+^:i#Ib51dy is t(9 OlI1(7'5 (or any)

5L'2^'TCE.(7 Tfii: ':;t>_•:, .uk:d'^ that N4'f)l.#td #''.::5Efll frG3£11 t114' ,"ltt cotlj`,il3s.i;i:)i2 E1"t '.:,t:::(^ S

iicai 1 ol. ;;L 11.;{; also makes no .;::o£l:7tnic sense w;cf ,, csulc[ f7nly 1i;u3•x# t.:utoi„ ;a•y: Ai

} i:..`'> °,1'tt1Af'.ss D3'. ;f7ere ij Ii('t iaI:ioilifl t;C:^t1i 3t^i:. basis eiS to `+Yi#y AET.Ohit,?

,"ii.!:.: .g.:;w to ,)4}iv')t oo t % ,t if i f'','C#3k`P UW11 61;lT1..41l dtt aTi c1b€)vc-mi}I4C^-,! ,`,' EE #:t£it piti'C(1^34i;

, •
tii th4w f#IaI'kE.̀ t. t.Cl `Jnt14r va'dS, b±rxy1#1g 't!j aC3q' Roh s:'.LP U#31C;I

at an 3t'.1t)t'i'-iiti#i`;•;i.? *^.^#':t1;c ?ss'+I.dd t7i: a cI'4)Ss-sI#.tstdj' and a foi'TII of p1'lt;:;

{opq pp " psi :foi3'I?st?#F#'pnio; sI31dt#?g tfT;1i 5 i i€(;:14 ^^^^ f14, 4905 ^, ,°aid e1)^55.06. R_;r

'C.%:j.` :Isi ;'t^^ _ {.u?SiSt^:•ii^it i^l., ,:.:,S..ti;^(:C1' srn£i1tC13t i E1:Eho3"ElhlQ

,vc'k'S11 . . .. ;GA -Vink) <i.`-

;°'kcL<mFito:A.3, stil . ? .'.t3^..!^t3fJi.,t74i'> ii^f^'•.iti<i^ 23I lE}lc, ..7.'/i'Ih7ilif)7? ( .u.J ^}Ct1L. "I{.?^) . ^ i:.i^ (?i! ) t,^,'.., :

t^.' , ^, ;t^^- ^i ,..<f^ :i C;i" u.^i ^ rt•.,:! . ,.'iY^ tztE. C,#^^31^;t1^ttY }.

^.Sr'. c' ^ ^'... , ic}'1 i i3ci. -£^3 ^ i;v: ^ 1 ij ,,',3ir.. •1-^J(^^)..^-^.

• .. c _. ^ .:^>-: ^' '! 1^, }y.. . ., .

3^. V'I 15:8-154'a: ,t e rr^sit p 1676 (FES
r. ;?i ..: t"ein thur 3: wkz;ts'i^ <<r^: "ti itl?out stibsidies).

` i ;ssLz Dizw£, R I S.

isAPPX 204



itwc:,1,:r, i#;e >m(it{t, twt:+ '.o:3 t- ,;#d h:. 5ubjm to FERC >i^;sa«i:t :3ridRc: ,1ti u^^st^ Iti txm W

:{-p, -;tCK§

. ; f On Mr sg naE reversed sttt;h that Rl'IM prices fix•3?^ 1hc f':33 '3'r of

f'I: i.fl?.tC7's (:(>>t ..,:.:SL <%;? El il14' Order Sbol#-IG1 be TITf)oilI#;d .EY i;o3ifinl: tl3i3 01l> ti! #tc

53l.;tIz3nkI,. V,3if he ' ;f;3^ I7. :{:.:^^ t:s^t^i t^u^u^arv 1, 2014. at , ^vl{..#i cic.a^: a^3^.:' f#,,:; `,I

Uitli) tisj(3(,I'":{s ".`i i'iil'23t1.;11, WAI will b:' i{uMC1#`kt^.'d to (;htl'^, saIll£` RPM ki TFf p3,.ls:V

te) 1 i> ahtyt'CI ^tt# C:1',14i ^ti1 01i51t'<43i3i'E^ l}<:3"iti l.)t I''.I'ti(,

M. C,0 ti;. T< `r3ON

For ltle lstt.i!C'si,l'.? reasons, 1h5,: CJtiliF's"iii?dl AU1.I#.t% grt{slt 2 i-,Y A33^'I.Itt^i`It,IT ftkP ReI1Garl1ig

t., rc t cs ; ; ;c [ tsSt >: ;t;> CIiarit"t $tt+. C c

Respectfidi y :;Amw4l

,^faf A, ^I l (C:I{ f0^)8 1{.^T't^

. . . ..,a.....

F.l'4 tM;t<,lY '?It.VlC,.k.: COPvdPANY
'76 Sotttft lri:im siri'^I
4i'.,o i i. ' ) I < =I-I ;ii;;

f 33iii 76I-773'
030) 38,387F ;.i<t:;

,t^:3 c;('rp:t;t.'ttn

J:tJ;ll'`; t' Lang

j';aXlra(.. t'fcl;fitiu i ?l,'^i(i.l^£]k

DI;lrctos A t,;.tncie, M}tiP I_>)

CAL Fi.-> I:. I L!:
?:1(15 T.4:x tla SEi,:tt

t:?wti :#a{3cI_ 01 ;, ,:I.# 11

(2i()) 'i?^.'-82i?I%

0 16j 24IIS #tr ( f`tix)

:;t#^>:<<;rr^c3 •« .;a^rt:`c.^:c^^^°s

i`35xe E<r g1 f,rrr. :;:;a .•'<.. (3 t} FfXC.'. P 61001, 201 V 1Yt.:;,jti40fi0., t> *1 (.T,}: 201 11 i'"nino. Ri:m;

Cforrapcar{3; 55 ^ER17 r'613c' 199I 141. 2ob_:_ii?, *t },AC 1901j:
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.I:)t;t AN KuEi:t ( :i s)iJii4t 8}:

Al;.itifill F . l i: t3` (0082,240)
l. C. 3N1_ ;`i €.? A 5'

tits': i..:Ike,i ic ;`:vc1luc
Clox'!<'sEt.l. C1I44114

(^'^it;) 5 8 G- t93<;

(ZE.(sj 5700212 O:t> )
(hi ['itE(Ik'!%j ()!?c `ill

c^I.'^}t^l;{^^'lt^(:Ei4^^i^.iti.t:(:':'•..

Altt1r"11+:'yS jr

rw>';;' :)iC',[ ,^ 20:

APPX 206



^.i^.^^"I^^l^t^ :4'!"^; 4}^'^I•:i^^`I^;^.

b£.'Pf't7 f11'yx GoEt :yl #a'C'}p)';"r` t7i^tflr f7f •C±l[7t! i !!"Ci"i:µ11L1 i" ^s.ii{F;'!ri?, rW%IRiI y ';'r (!1!:1T

fie

mcfo

w { !24ly 2,2012 6^!„ril;ili Lk 1llE'i77 )%'C;li(^?iN7 1Y1 jhCCC?1

sS1t"Si.`d! On W J8 t N !i(°y .;iSl. 2t112. V) £ C-Il2 ali s ;i1 tl^^i tili: })ii)'il:,:, hlt)t'•;,

i1,^;^(i• a{ 1i2:

i ^`o fp,

,-Jlt t _:r.ti 1 V „f?

4 1 S(stSi)" Thyh Lv_t

t IJa1i,! Mi<.; <,'.5
4t Yt 1`^ ,11 i t.s + r; ^(ii.;t^CtY23

^A a#,ia nr ="qrQy

.y 1;a'. l a i. .:? 1_

?awt. SlilM 3M

i s:1t'^

.?:1t'iti',1n t .i•;i;

._ " ?{jii

Jt':il:l3l' KCYtber1'

Ati2l' >t'•21li•}

13,9<: i.m i",,,,cell :itwut
,'" ,

,>1);,-Mad El

M[Es:iFi31aI.. (i?ilt) 4524.^2

E'E?f,Yl

a6114S^ !iI^ i' d<<j.tr.^-^Ttt F^y'.Cl7i3T

P:1s.9dF. Bo=';lIS1

%Mir„i'fvl 1_. I'-.uCi%

Bcst°,hF'$SrK li;ii ft ;.,ts's'ylj.

36 t;i tO

Cli1LimtilEt, O;'sts

db{?tbtT!":;I is n; i::'(p

E4ti:ui tz':r:f? ,i:<tv, Eitlt; c ; ;

i ^ I;; 3. i:^,rlt
^,'^L,{ItiS^3 K. Y tisi

ui1-is;c t?[ "itt_ () l13t) Cort k:ll':s`fii CoE"s1u1:t

,u:Li: 1,A0

CS)ilia-Cb 1b.f_iil1 :3215 .-ti1`

lt.::fi^fS !s4.1,_ti'aYC:.f)}-f.i15

`i't°tii ;; J ' Wrict'i
,

.^1^:4'f:er csi. Y'.Cr.3cf

100 ,`1uEh ( i l d ,u2t°i

C'C}It.lt5.4-^,US, t)i1 C4 i? i s'S '1>' `.

tt"t()fCtt:;7l)(t {,;t':c;ksCt'i

ait^' E,Jad1'r?lit

I^^41',^^F^,t'z [C PowC'r S'L'r

I T'ivi.nade i 1 t• ''.j°4h Floor

Cnl m3l I3t1S. (>! i t} -`: 32 I 'j

,1t10't,m::(:f:j3 C'f.1113
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65 t.itSi Sa !i'." SUO, baii:' }00{r

321 l

^^f;: ^. ^^;.^if•^i::^i?
^ 1^3'1:;1C) +I?ri +'v'fir( j ; ;'It'.Iv

C iLtS ^.'t;;t.

1"C7Xki4Tf)It

[ ^::;,-'srF <:t C;?iyirysY>': LLC

.. i^(. .. .^... f „^a^S , ....
£ ti

^..', kii ( 1i... :(i^

ly,t" : , A% <'f 4m ' ..

E t.^^Si;l U^ cl^lS^ 1_lll l^?

^,?a^:.., t;-':.•:^'• l;t^3ii{L;:i?;"t^

%jid,tW n 7-?IW.?

c^311 V. P.^i

555 jt z(.it-fi ..'t1l:C

f;l`-:^31'i,t7'td.'tl^l ( Y .h.-;•r[ ^i7S*'.-^;'S?

li:,t nlL`.1'r,^r
i ,;:t l'tt ;t ., firEit?Ch:

Hi lt: k , t.`C ( .:CkkT LLP

z f.%(^ 5+J'u;^1 ^1''E[Xt.^ :YI€'L:(.E

Mttllibl!';." C?I.Ei) 432U-420

E_:^i^<t% ,E,_r a:ir !>_h^z^.c•t^ti's

Cttb f't itJ'1 ;t.. kI (it'sl LL7I

1201 Aiifis,ha11i A,,a N', NW

WM=3 .,:1to` . 41.!'3 i

L:iUi";? t. 11:1pi)c^,Hc

-1 2 ! 8 JdC!?b V 0.<{i'1: 5

t% et or; '•acf";,ali ..j;Ri?.I

lii. . . ^.^^-,«..

D an C t tt.'r:, V ..:t 104t 1,06
^.it t;t?i; ^f•.ss .'",,

t . T:f.9;; .;ICes
I ^tJl:; s

i;i ^Ji.:f2tt

it l;iil<^t

.,': ? M: i S;l;:; i

^t. tiiT?f9 "•.. ^:^;Ei. ^^ ^^^1:`

{ : ° Mi . :' I

Pa1i:',ei:: A. i't?^
LE1':v . W';; C; (;ri^

1 E? UItt C}: j'Itii3a!'d. OlIft)

POXz MHvlta01m,

Nri_ I^a"ti<srd Pr^^^^off

5°,,,};t;it ii Flc l<it,:;'

d;:: ! . . 4;:tite ",
L!I?t k I.j:r^;-C 36 , a^1'ti;1 Kfi;tn

Vi1( ^ " i7"-'i l11,t1tt' itli'.2 {^ 1[t: Lt ti
- F Gd`d .±Ei"i;'{J;

(:. i"}lCt'ilbti s, :.)}lw

fillC.fdCliiii'1CSqS,Ci)I21

St?lhLwd;".{"ACtf E'+3ti3
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s:,1.5 ..; c(3Snpslll^'^ ^^??^21f31t(il1 ^<^^C^!1"i;c"^ ^f'iV;Ci ^. fYlt`r
N`r
, :. ^. ^ ,

. if E (il(?;> . "^ccatx .`ti'f., "'.g^i^¢^>«` 400' FfSSt ,^Jlf ! M4t!"tiliil< it. ^tilo

. .^^^

::etD;7:'i!b ' `:',3 lM

?.Ja1 ;U , .. ,`tik,,,

E;ls.<kztisy PLL
(rt Q :a C liilf rJI_. =:di#l,M 1400

,rllEi3::

S:... c l'd Clir;ss

^%S ul-.'•.^^i?^ S i^';r: . 1^^T.^.

2001 _^:;1(i,.f) st; ,,.,^
Benici•nvil.;t, 1tk:tt;sa<; 72716
,4ep#tenxt))iss 4 A r,i;:t^E,Cczili

t^;I^'

^! '. ff; I^ a374t1 ^ ;^ r'f,r#1

c;: );) 1 E?t,;.:i )
00"0 & isl.)

^';>:ai•:3, -^i. (i;,s tt,

j'Frs`i;,i

li);pon .t;?s; E.,:.,P
i} ', iif `-tlftE 1700

o. r;-ii) ut. t i1.Et , . .

Bf#r".^ i . iii)S i;

T>c:i; & Rc,',r C':, ij'-l,

3:'! .`it3t:ll; Gr,m, r'ttirtt,)::

Mt)nt!>i:s. t.?Jtis:t 43215-; 3:"'

?i;Ww'it^ as.MqiiF

tt€,t3

Si:",r:i) {.:3t>3.r

lassi^t3J)1 ;1tt ,r ^c^, s c sc^,^ ^:!

Pui;l{; uwi:ii.., .;t: tic)1;

l:i;r• C,., , sL'"q`.. iil.h

CE31•`.I31dlru {.11 432

lt`Cri1'^^.319:1i_> lEal ^f:(J.€L ^>LiIfC'.A.Ffs

#:ilti}

St< ri' „i^ ^ict r liiit ;<1te.C^E3<iEG

FI);;?>., ! i i?r,d

Put;fa. (h E3oI1,-i

:'5.;;iEfl .``.U^l:::lf17E3

Ci)<`fto'1 A ':"pwC

`i ;: rJ,`; [€.t)
t,<,rz: r > ), :, :'ti, u,: EK. €z;ast`!`uwer
Ss i?::(.tSis;w iC 2 IJ;} ) j R4

CH"1{i]'l %Mf `;'`) !_.<.i'.?

rfiiul:' 1;UI3:3c:7"cfsE3YtlCE31OiTtal}'I
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SC ;a i. 4i(ttj

Mi;'Sli t . t ni?t 4320

Af^;;E'^^ :{i. ii^if2:li3'!_;.C[•...

' M . o h'r

& F"lc4rjj IL p
^ b•li' :w ^ l^f,;^; ^ ^<',^,

a,r^ >^;t J fw!3 ^ES:"ti

TAf(z C. .?tzT7EtIY:,'ss's

127; l.i :'. .. .i3lf. l;lit' 201

:^r;d MoSei"; _...€ i,

^.,^, ,,^e;^^ z .,..^ c<t^4•:

m S_.I ,

C:4fl,i',ff 1. Motl`?k^ S^

.i^\'ii3 t.. ii^tc;^'„iiE^

F.ifii , r^;•;at r; ^<.s< `t„f ;4^t^2^E .i t1t°C^^

Of W:'t1[_fri]. St!^^:'.+.a

L.?(,ii, ,5840

: C°!)ij?

`€ ; cEtt A. Di?>..iszl.,.
C,3tiirl * Lom t'^' i 3'-3 3)
O t1it; tt1tli:.mi7K;w',t;

T:.'t)'f C Iel3^dt.tt t% ^`.:'t_,1.1^'.::t1'Sfl

l,`s)iEll ) .%il:;_ {71lf) 4:.27 54yi/

trTnFnlft,rw'..w.,

Wydk eot^G ,7Yg

JY3C% . e`Atm,

F.NLCUE!'dC 1,1,1eCCFi)'

t:'Mf'UTE
103 F htl"i

aillic= r'(Y)

V':t,I'stt?gt4att. iJ;..

J l't\'Id M :?=

Ari si : : Aragnt^^
SLi>fi C. Mr-.,rn

^,1[:i:l' .̀>?i)11i.i<`;siC,tcL

^,3!i'J>l2<1. ;^, r};36!i:f

d^tEEiit^^i'ciritet^-<ai2' ;cltt^

;,ft t; ? rcii^ici

,^arrimcl A sX cF) ;,,

^i..(li7Cttv^!l)C^IL'I?, PA P' 4`S
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^•,_ i f ^c' .;I^^I'I;^+JCI<^{3

Ct7h?i'Rbu s1i 43 ,_

C(wd A. i..Yfds(a,"

r?:.l Nort13 f {it i tre:t

PCl aN 182383

(104'3T?bils, (i{-f 4321,9
^

lei'ct}^^^CYl,(S;M,

;3r;an I'. S3stqtr
M 1 4faif;i;i&M i"taa RCi;tt^
To;f :k. 4,0_`.3
bptam f{)( W`;'w .̀r Qom
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This ft9regotng dqcaarrent ;nvas. efew#rorricaliy filedf with the Public Utilitiies

Commission of Ohio Doclceting irsfc;rrnatio ►i Systern on

8^11201 ? 4:00:39 PM

in

Case No(s;. 10-292' 9-Ei,..-liNC

for Rehearing e!F:c8rqr3ibally filed by Ms.1`.aum C. Mc5rd- on behalf of
Cotp.
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BEJ-ORLTHE
T^lt P€ ow u°ruxru:s t'dmn1c,sto`, 4^F ot4io

:('r dic ,h;1Sf:'? t s oQ3k?'f?;ti.:01i Rl-.oSae

<; C';.iPU<, ttf,; WM:, 1'<mu ) C^se Nf}. ^0^2919-EL; L,I\.C
C1mpo 2l(-'.j GdE1milZ:; }al;dwxSt Powt`f

Fl-PISTf:Ni:R(.:^ g4:it_l "1'M;'titi 4 C1Czp.'S

A)'PLi(.ATiONI^OR TZ(;;FIfAWN'G
OF Til;; 0£'*F0B1•:R 17,20I2 E70I til {3N fMtt?,MN,

490110 ant# O.A&_ 49041-35. Ziri:Fr<c<-g5^ S oE.3°ialix Corp, (-ppz)

seeks i'."he«i?;yt7M cCt7T€TS?M4')Tt^SOut"L}I7t:1' I7, 200 f%S• 4)11 Ri"Ilt:;l; . Ir 4;i3 'i}{[-Y }: if-r ii?'u

EE3f:\ Iflt; i C .3{S3. t;fit gi'i1X3€Gd Fe'w.1-€Fiiy both ic) ' `#,;.laE"I€y t7i3€ th$; € oTd;E1`:3s!"ira ::: L1ili1 t" I3i'

c,h <atl i.?y$ tlc^ ;o €lie specific mc:chasxi~ara wedta^ addmss Fopt,l: y :mt:;' <:lnd "Ir dic

^3I7^}a:i ('l#1,`po^ flf- "Ix.f41t11! th'a? the Ctp:€GI€.y Order v4'%3S iSSu Ci 11< <itc i"dh[lti-C %vtt):? €i3l'.

(.ltr.ZS;o,w& autr;t R ;ifiiiF t€Swt:3,1t^t3. -#^.t.M(F. ^"+f^V]5s'U ^^.'f^,c^ t: . . . , . a i;i.:r ;,. i#ii Cti:C!Jfa€c

nlme:.2;;nt of €ama "6ti:>. the I-:l€ry is uti!awl'ul and unri•~.asonabte in :w}#gigLsting €;i^{t dic

C.t,E",ti "1ic zt.D31':s 3'it€Ctnmktg ( ,a: S :'E': xT`4^', €Si7h()Llf1C{E,'C} by atly law tLIId 'Y# 5 ii<1t t° `;Y (> >,} l, ;.

RC;vl:ied CC)di:F § 49051o :iS 2Fw:imii.' to svt a ^ ilt_L 34 the 4iip%t4:.lt 7,f 1Tt:''ta y ' irfil% 1'; i'r

t^?if fi.;! i'If4f(Tn]t;rY, Cf3dC.' § 490ri.i6 dl7i: B Tlt)€ gM$Ttt dB.4; ComC35i»f4)1"t 11ny

so.:tf':!li' . E;;.l:.i....hll-a- kL!€hUis'.i;J and M not obviate dic Cd3TtiinlS:itCJr7 fI'skX]T E6) the

. ,,
1"^C^ti9^"^`i11C3^ ^- <:^ E^l.ip€t;r 4909 in fi£'€iti1g a us.̂ ?5€µbCd.^',t',d i'1m.

A SI7^,,3T1 i;-i;(3.d3.IL13 in lTp!}fi M .. Apr5fti:iztif3jl pS <! 1..1S;1i1;j lkC:3`e€C) and

;i"71%;'`. . ;'.j,. 28: .29;

iI
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i:c::,pwN1i` st;t>;n?t{e:4,

,., .- Ti 3{

- - --- - .^:._..._....._ . ..., .,... ^:..^,.
rv'3"4 A A. 1 litYt.l4`Cl (00%:107,7}

^I^^S€'l;Ai:^l?isY5^^7:'^^l^lt^i^
76 Ou.ll ?,ia::. `73s i,t

(5:^t)r?(il °."t;

(:';5'•)j .^;;-1 _^<;"_} !i:,:^

^X s'.U^•:('rlll c< l' ' t. 3^r`> ,S..^i i's,(%)TTS

LIE'1OS i'. 1..i3;t J !i)i.f.: }i;i;x}

Laura i. . \-i:.:h: ;c >>ri^ta,,k_ _ ^j

C 11,1T1-:, E t(ii i^."4 `LDLU's-

i4(J.`s EtsS; 5ix.<i litrv t

C. icyc6:)il±i. (51,14114
{216} 62202O(;

016124 :-.(;S 16 QQ

I:.3ti id ;`:., K u; <k (0006413)
t'1ili:;l)n K. 1<(C:df (04iC1^^2-4.7)

dt.0 tk [^'.J :.^.'i ^^ .

901 l,iltii;i idi; ^j'r 1=1'i;(.l-

t?114,1114
(?!f1) 58()-3Q39
f;? 16) 5 794f> 12 i Piw

, . .
t1:Ih:33Ei %l^ ^Ullc titli3': Ct' (Ii
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13 EFORE TI1F
IIlE Pt'i5LLC (.fT1[<t"1'IES C0M.11lSS1C3N f.)F ('rE?I()

xi 00 N ,zitu O f 4tt: . I,rnK iZE`.Otisv csr )

'3 jJ til ?.'s'rlii;i" j 1Ou.r ?i: :'tf?. 10°2929-t.rL L StiC

}f}s^+ z3.!3"t (`i?#?ir ;tl5

INQIO<'k ANdjUI3 8N SL,J.4Y.I. OA't T OF P itls'1 i EAS'.,R4.a YS'01-.4',$ 10NS M5+:1'y'S ...

mpua :k"(Ia^ f'oIl
OF 111L OCTO3DEV. 17,2012 CtiMM€.}N RE1110WHAG

I.`;I R(.jM'?"TION

tn i€^ Oc;tober 17; 20I2 Eiitr) oii Rdw;:r:xg (tlie the Co€tamk4o„n gmrsw(i

.uaM_ Is^: . t" ,fc;^ t€ iS S1t7t t'lGi^.Id1(i ''t7^`<`ii14 ;?^CG^I^it1isT11 't^I^'#^it. .

O}t9t) ' ^Jtsl}c t" s ,t?itl(?:fE3' ( <;Zt' I` O(ll£3"). R1.#'tS'iirlil'7 \3'{}s i.t.4C`;ti E?t bu:. :iliw i#It; (. J[3t3S.1:5sI.i3EI 4

{ };?3.i<t313 ^s3td ;^t}::d 2, 2012 (ts; `.C; i}:a+d2£v OrdCC") Iiad s^;I:cr`f ftrsc,n }Eartt,_r 4909

;aoabdSedS(ixtC .,i).ilE'.C.1,4a+3{;1t CaCik.cSilWfl Q;" A #:P %iG. #!!: t. sti.r<iltk iC:II

WSG> !m:3wd f't"> idt'17t1^i', It?i l'+.14 {!rs}. tifYY£7, ki v1svCI i a{ji; +i{)(}: ,2EJ a.ti a source $Y^^.

f,<Lfit3i if .E3% i1 , a.:ii;(Es`,ti9il.'[:1 1)'t, a !'.t, " S1<1:C' GCt1TipCTTSadt3f3 ITItidu311mm 1;:E <`,1;3tITlLS;il()fi is a

^t :l:,:i", s i .<<tttFi+_'. :P s;<?TE }i il}iti' it?'? EII{^^}^[11(#^Tli!'+' <}t ieY^' ti( iCt!IC3i^" i:Ct i3E',i„s' TDCI C.i'151 i;:#li'rtEi.

ih'<ai ii }iilri^:' 11`:f3y be (tI31Ct'.,aSo11ably) interpreted to pI't3vkdc it IWI.tli !hl

l'tS#1^4t i;3}.':c 1.`. li. :!'; :'1 (^i^ S_ ^^}$L%I^V ^^C£.^L'.Y•

ilti?' 3i dz.E, i.' C(3o:: :i 4)05..:;t.1 illlthf)TI/c.j f,t1c ^ i):^II11}:,tlt's f i.f; :ill.t'a' Ad"T (41}CI ft;

ri,'cC34`E,'; . }'{ i'Il :`2ES j"C{ •+'fi)L';3o Ry a3}tDw,^tYli3rktt, f2df1 C:30)t'ddid 3.;Clstti fo;-' cftp,i.t`.l #)Eitl'2E€td to

S^1^J^^91r1 ?4 €C''i3<<;i:i ('tt• {...;:3n1iT'ti4$ti323 ^4hf)LSld hfivC; esi'<3'i}l6hed a StMe tioTSIpt".;^El`;;ilkri E:2:.;4hi131lSX47

^3"l,;S Ei"1)^ liijl} i} ";1<..}? ^l;b`>^S'i' ♦tiil3ii;t T+:C;3 ?C'; [3 ; ^j ( ( i <ii`I^13^ ^#`EC'iSI4. ^>r#.'j }

; i^.^^ '+a"} }i i ii4^2 "aS'4.i.'xs^ }ii.^'w ^^21i1S1titit {# ^E231" ^)L^StiE^bC1$!'' {3^ fl rate b2i`'sd+d tlil fi:3i(y t'ilib't'.dded w:it

Vli: , N 3
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T`£'.{:o1?(;ry2 ht t1E3;i(I"1 ;%":3r7:•I ffil: Zirt ^3 :'tE3il RPM,i^t^1c` ^, !)Eil1Y3, iift7t:. CiilT3lt?1(l;,j j!:; pqi nt;l€

t:P!'f;T". Iheit, 1 '<at1:-[l1$k}Il;' :3t1`thtli'1t, !ai S:211, Ii11 .i>{' a f:-{)."ioba,^"+'s, '̂d rate in

§ 490516, kR:. 1.mIT.iri4i$;Sta)n {,flr'•poi1iNd iN cau{.: To {1hL the

oE.lthf,X1'3ly. it issi' ;k' ff)oitu :!'< ii:'tiNCt^ Ct(f. ..%pE.t:i 'p`%U'. J, [I 'ijl's d^..,^tI..,, s ; f':, ..̂t'^.'.,T^,iti ;^ ;1 Fli?i'c.

1-#1p [Ic..3ttitfi !.?: .,t;f3t li`ng,. H-14: I"eql41m#31i'#3^^' of {;x13ttpteE'^^^09 were TIfiYlvs;;s1 ., 'T4. ^ tlt%<'fE)CC..

Ot oll tkn, , . ,:,n:;, the Capacity Ordct's provision for tlxe rec+,`+Ycry c1J: f:ui ;ti,cdded :. :1v

cannot -,t;:<<;,:

11, AVCs:' ^iEN'a'

A. 41t E;l.f•^',, Rzli<incc 0a R.C. § 4"5.;26 As A Sc,urt:s^ ^^^^#- Atsthf,ri€y Tes Set A
(:As£'-ib,Lrz ,̀e;iatz= C4irttptusa.ttm ^^echat3'isin ls- Vrsl;awAdAftt.^ I 4rcasz<:mbka

Iri the ^.tt'.:`•:', i3?t; cE1(TlfT,i,:Sh ?F•il.11LCd Ct'lii ;a?'l13g 10 CN3"3Q Iot Me c?)12?sE;i: tis,}11 15 tt(1der

F';':!t'u (. t.x:. St'Gclit4 n7ct:hiltk{`ifn tlst'd ii: .iL[tfiV1$ 4..'s.^^:.tN6;1,nt5" andtf}

001311 li1;a tho i:Fi])'c4ti't.'{ (k(,'!^.'r was jAsE)j f4,11:"d lIl 'i4 i3((^if1E: wEth ff2a col,1f1Tt5:-i(t){#'.ti

ts7.,'ic?;t?t);4d !'? SCi`<'C;1i 4901(?: ^ ^i"s1 S4:'t;t4tiY1 490510 pnC3YFdCN nci l:Sti`-f#IaNg ol7tC;<Y'€:1y t{.^

Me % c>.1i?T?l.ist £ A:; ks. (.b.Ilt't1i"EL71't Sf21Ww in the Eilt,, St;ak):t. :c)(;` ^fr p;c?t tdt'^'r tlU;dlC7t'I.^y to

review ^SfIl:S. .ioL t.^^J set 6^ncxT1' L•.i`,ttiinCi ri#w.Thu, this s1at.titc is l:tot a tt1a,11s 1d:.lr tdi$:,

`:;oat7b?i5stoa`s autki4zrit.y to arinw A#>T {)laio to recovcr its 1:iatIy rmt1.c,,Hcr1 coits for c^pacit;,,

pt.i; ;^i,•j i'or shoppift,f^)' >kt: t?>>nem• This i;;, true for t6;: r;:01st nS WZ^t,c A t^'•. Industrial E^w-.,_.

t'`i-cNi?C) in tt .IPj f.i.W..x Et:i of ll"2e Cap>lr;i?t`OCs:Ot :S5 W t3d1'ut of {..!,<tt,t:';

490,

Y 4 ^g
«Lti 7`^E C'E'li

i5i, 4^1
3

.

fnTo-. . '1q , . .

4 P: 29,

. ... `NA{ 4
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•is. is axtf3E3it'.tsi^, ;h;#E ,17: oiS a creature Of .`iti`Atitte. 127(i; t'^t^ly 1hat

upon it by the General :^„ rtal^ly,;^ ft is istcoeror;^ }i;^.t

C,ti3ti"t}1:::titE7T3 i_: "SIG` oiq?gilt3t`;!E?'~ regarding O3c iiw€:.hi3k11stY1 ttl CStc`IbEE^;h a 4Yh<)ii-s*

chat'ri'+„" or any Ltt'tl'}4s^#;, t il3eC1filly 111is:[c lC: CU3]?t1165tfli'# 4I1.5. :15jt: Wt! ;?n EE.',E iht;

r . i;, autiit3t 1 0 appm%< r.ilz n b.tn•.:(TO.t c ou..,6 Ratltc:rn t~n ot-der r:,r tiic^ ^ .r;,,t;^i:^• ()rde.r to

n;<:!l'y, th: (zi?FItt !i,:..I(i.Ei !I1ust. :tu.t,: ;r:iwu1.SJ1:^ power t.C) ,4eY's$ 'r;:()i1:-t! 34::(,'g :(* fi^r AEdI O1tIf1'..

5qi"li 0 < 3t <t;: d EE) Sho^'JptT1g GllsIt:lITl:.fi.7 RC41kc(( t_,t7dL: 4 }±;Ci^, )(f s,*,ixS i1:C'lI grant thf;

4, <Ittl;7ltti : i3T i t it'', x"1:}[ 4I I'1?(t #liY;1'`it^S;:;:

1 r>i.%!: i,Esl€SIlltt ESi is.,itifif` lz'.u'}`il any pt, ► >>Hw L:ItiikV .. , or iit's+:lti

or :;.}lTlr)lfl1411 of jhi: okEbkO ! EWil:i's '^';IT3l11i,Sf;?t7. ih<i!

t^7i3i`

ii1 3i11' CChpC,Ct I3?litfst, 1?i31't:<SGr1AC, 1Pfi[iltiA

^ti.^:^tt^^„3i.E:r^afr}.,z.:lti^ t^rc,^^F^lr.7<tl, or iti v vkilit si

7^7:;fiF'": t€1'<it S(`'r4ti.?f)<tj)t;.' <'"(S3L1!llly ^i)t i;l7II1F71ii1t13 tt'.C `'ti3ii'iJ. Lil'.'.

';htii! ,t a tune f(a !1L'afti}f.'. ;Itli.l 'ittOi

3}Sid EFic;; pilbbt; ll'•.il?t.1" 1hC`.(i;;if I.l'tt_ fEti?iic ^"i2111 ^}i:

mAtrl a+ . zt:ns ti3an fifken d<iys, btf".7rc lict*iity and Aui1 -rtta::

mrlp <}h.:d ? 7E IhL; a t.i:i?I^ilf` i(l)r3. lTI t

^

, <"tqiL'1{;;rn sucl7 s0,'iiI'.C'

^^E?!3i ii :IiC ({^ t#tI2: ,

Th::; parttes ttj Mc complaint shal1 be tEi be h ,;<f9 t,.
r:.tits^(LZ1 by cf;tirbaL and to have ^rrcitc^_^. to rw'.nfcrt't;c tJrc;

S44.;t1(2it 4903. 6a th+;leE?n'. pfoOCj?;s ttiti ..'3"S111IRiSSI(}n N;`{t(1 a0t'b(3t'tty ', 1 !tt'-i: €.!_:11i; <#YE€^ seC ii-

i!f t:"}1't:? t£7 ri o,,, a j''t Ii,:itE'.%1H1' pY3jt! t or i,il'tr_,ttii?Il'.1[tti' YOi` t}f' t;:Iii11';>C: il :1. 11.ti13ii1 ';llit)i1t any

` t.'r;},; ' rf; S: f";, ar. Pt21t. U#t't t';:-,.rw , 67 talt}k . : i^a93 i; 7"<.>f- C'tr. v. 11h.
i,,; .< t 7i;}:, tif 441. 448 {1953) 1.Irc `Cmi7rt I:, rs tt^.̂  rnty ff.<7

An c:x <t3`P.i; 31 t ..,_. Ai O}i:3110i1 ta'o Silt:3.. ;fM 171' ^^i.; ^'^Si} 1^.,'^" ?^'(:i. it.} (^ll. l..; OL ^t<" (,`( .I'<J-i;<:^isx :n

:5 : li}if` 4i^es(ia -. ^'^+, ii 6.,+.' ti;!d'1s^.l.attlt7fr i's7ai'^9c2t7}^fY'. 1^3^a^]LITi..;l^ik_^!"t 11:1tESt t;:. €`\^St_4.^.1 „t't1. sSa,.`.li `'^`d1`Sl

M„ R', . ..,.d f1,,. ..1 . . ... :hC ^(1J^C '1?I s^ cft'tY':C3d;ii cut (dcLJlet ..;i:Cib_h cymt:'i .cifn f:, IS`tC:;''s^

tit?dc;€IIIiir.3 s"%e very StJ't3Ct1.1#`c.' .? fifi: .rl(. ti. :};i Jri t Sj;a k;

J;p.. 1
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t4.iets! 4' t{}set a rate as a t"L'.''Yul.t 4}1 til1i;#.i a 490126 OiTMi1 4

in the Entry on TLt: § 4)05;'?^6 as NutiForiy„ I r tiFir Copuitl! )ri.ft;r

- t.! : at me coum4 . ,ait n tltl.Ommism is unlabvfo1 and unrcasonab(e.

^. TEi The Exunt'rheCtruir+Aia;si(tri E!"at :ttttlaoiYiy 6.`ii£ic:r Chaptt°rOtiSTc-Se# lPhe

t:'x13#Fpensadcsn '4tahanTSUa. The #,4)mtfitf:ti±ti<,ti `4ilt, SO Adhc°':re Is The

O$'iChasMt•r 4909'I'u Set A (Mi-13a4taci Ratc.

t s'i;;.i i: f'. 1kt..3 ( l:tdC". § 401526 j(1?' i1m' ()fllt:l' pt"1)Y1iFf3i: of Chi.1pter 490,5' pIZ3l1 J::':i the

ci>I37iF745wi;?n^ wi"ti"# a£lli3tsC;iw T{' ; 1 i.t?i 51YttC GC^t31}1L"274:Fftt7it fF1f ^iF.:Cii: 3i , t?t;(i'i',t' ;1. E:titl .:tl;i;1

wC.Bdd .. .<-.s C. O,; C<}lI3 ';nsic±,? M%EtF AtC341'Ytlg O3c piL?s;t"dEI£;:fi flfCll',;i{ili;C i:.)f}:.+ lt.! ,,;;6 a s J: I%?;;tit t^

s^'sPtS,̂ ': ^,`t ! t; •;:3?` l i',$. i' t:^3'<3{31rtC13,^

I t;e C,pacp ; ,3"M note d that R.C, Clu#pwr 4909 ^urt; 7, tt;c^l; t zzc"^"^ tl^^it titc

ct7Tiilfil•.-.?C)il iJ,t; f kX'' {)f 1;C^tt:ETF7 rC',f.llt<3t4t1tF to 'clppF`C}"c tElitt are based on

cost . , . ,'3o AIth.o{Agli in O '"l!.r't- lti Cnmm3ctf`iF ;:"s..1t1 , to t)i, ;''•s v' l..i7iy that

C(#3"1d$1s?{f?l., ^,:hop1'+:x- 400 is d3i:. ()My sMWu?T"L' w'.Cfii7t of a£9th4)1"?ty to tht ^t}i`i tll;.">t?)[; r{;ge'3t'dil#^.^.^,
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hiihCfltNl I(> iltffJlt,:&"^

. . . .. . . .Ohl ) 1 5 3. 157 i 1 970, i.., f^ .<if; ..6

.t a3i< : _tlt •. ;f`•,vtJ ,_ as Pfltlit)Ilq f•'li.:.! ^^ ^. .tii)sJ t ^^ a^sV _%.b 0 t ..Ll aH'., d..(..It151[:;7

tl ^"-' chf1Med

t %hw 7 22 . 2 t s

i'L' pp

sie t tt... ot MO

12 Co'1 o (WCA„ S ,. P,,r.. (;i;'. iiiiim_ €64 CHrit. `'+t -;1*,)^, 443 (1956) ctt R-C.
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s,£.'i,:)Ll< " AH at` tli(^d have iit)l been 1'€lad£: in L(Jf3Ii c(:.Iti ; i} ly C}l1it^ ^

c^^new1  +o .:,. ti` Me siaw cwn,7^°i3saiion sndkchranisrn 1 1^^^^^^^ on tiie CbmmN4WOs -.f Witiciril

rate rwYz :1, t.t.; .. i ttii:,^iz,•. {^; ?:ES ho EiiWutccii. then t"1^apttr 490q. niw fv tbl}ota;:fi. Ti-Ei;

Co(Y;;Ifo.„rii., 73nL + ,o{+f1i-3-ftiiy a cl SltEtSu{lill3f}' CCii't1KE.,t(yE3

those "E"it Ef.l-+;;iM91; Sn, Clnl'tl'4's'r{.Il c'1FiCl (,IE]1'ly's,1S{dn<`Lblc.

Ill'. t'ONa'Lt'I^TON

For the N:f i:1?i\, W4: cofrimWu sII(iulti gI•4tFYl. FES' ^.°. E)p'IC'"i1, 4)r! 34'3 E`. iit i;[3i347

€os^^w tii-"; her>vin,

h
. -

^ r; ^KaA • o„r. (e5. v. a,^1. i .,^ 7^Lk^7^?di, ( 7 ! :fo :^ ,^^s 3 .;̂  ^^ , µ ^•-^; % 7^. :E ; Z5

(r.,'j^. .. '> ;r2d,. ^^ ti.,}^t•^^ '^( .'^^ '`'^ (i`J^%'}i ICEY ( t «l^i ,'kif^r i.

{'.^
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