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INTRODUCTION

The issue in this case is whether Appeilee, the Public Utilities Commission of Ohio

("Commission" or "PUCO"), has legal authority to force retail consumers to fund a discount on

the electric generating capacity that a utility sells to power marketers choosing to do business in its

service territory. Appellant, the Ohio Energy Group ("OE G'"), 1 submits that it does not.

In a recent case involving Ohio Power Company and Columbus Southern Power Company

("AEP nhio"),` the PUCO faced an issue beyond its traditional jurisdiction - the reasonableness

of certain wholesale capacity costs. The reasonableness of wholesale electric rates is nearly

always a matter within the exclusive jurisdiction of the Federal Energy Regulatory Commission

("F'ERC").3 In contrast, the PUCO enjoys exclusive jurisdiction over retail electric rates.4 But the

FERC cedcd its authority to determine the reasonableness of one specific wholesale rate to some

OEG is a non-profit entity organized to represent the interests of large industrial and commercial
customers in electric and gas regulatory proceedings before the PUCO. The members of OEG
served by AEP Ohio are: AK Steel Corporation, Aleris International, Inc., Amsted Rail
Company, ArcelorNlittal. USA, E.1. DuPont de Nemottrs & Company, Ford Motor Company, GE
Aviation, Linde, LLC, NorthStar BlueScope Steel, LLC, Praxair Inc., The Timken Company and
Worthington Industries.

2 In the Matter of the Comniissi.on Review of the Capacity Charges of Ohio PowerCompany and
Columbus Southern Power Company, PUCO Case No. 10-2929-EL-UNC; ("AEP Ohio Capacity
Case"). On December 31, 2011, Columbus Southern Power merged with Ohio Power Company,
with Ohio Power Company being the surviving entity. In the Matter of the Application of
Columbus Southern Power Company and Olaio Power Company . for° Authority to Establish a
Standard Service 0 ffer Pursuant to Section 4928.143, Revised Code, in the Form of an Electric
Security Plant, PUCO Case No. 11-346-EL-SSO ("AEP Ohio ESP Case"), Opinion & Order
(August 8, 2012) at 63-64.

3 Alissi:5sippi Power & Light Company, 487 U.S. 354, 371, 108 S. Ct. 2428, 2439 (1988)
("FERC has exclusive authority to determine the reasonableness
of wholesale rates...FERC's exclusive jurisdiction applies not only to rates but also to power
allocations that affect wholesale rates.").

4 R.C. 4928.02 ("It is the policy of this state to do the following throughout this state: (A) Ensure
the availability to consumers of adequate, reliable, safe, efficient, nondiscriminatory, and
reasonably priced retail electric service...'"); R.C. 4928.06 (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 ... ").



state public utility commissions -the wholesale rate that certain utilities can charge for selling a

specific capacity product (Fixed Resource Requirement or "FRR" capacity) to for-profit power

marketers doing business within their territory.' Capacity costs are the "bricks and mortar" costs

of power plants, as opposed to costs that vary depending upon how much energy the plants

produce (i.e. fuel costs).

AEP Ohio is one utility that sells a wholesale FRR capacity product to for-profit power

marketers within its seivice territory. In order to do business in Ohio's deregulated electricity

market, power marketers must have their own capacity or must buy capacity from another entity.

Under the FRR rules, AEP Ohio must sell capacity to all power marketers that want to buy it.6 In

2010, AEP Ohio filed an application at FERC asking to increase its wholesale charge for that FRR

capacity product by selling at a rate based upon AEP Ohio's cost of service instead of selling

capacity for the lower market-based rates that it would otherwise charge.7 Shortly thereafter, the

s The FERC ceded this authority by approving a tariff of PJM Interconnection, LLC called the
Reliability Assurance Agreement ("RAA"). Section D.8 of Schedule 8.1 of the RAA provides:

"In a state regulatory j urisdiction that has implemented retail choice, the FRR Entity
must include in its FRR Capacity Plan all 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 the FRR Capacity Pian 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 mechanism 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 R.egion, as determined in
accordance with Attachment DD to the PJM T ariff, 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."

b AEP Ohio Capacity Case, Opinion & Order (July 2, 2012) at 10.

'Amcrican ^F^lectric Power Service C'orpor'ation, FERC Docket No. ER11-2183-000, Application
(November 24, 2010).
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PUCO decided to step in and exercise its own jurisdiction over how much AEP Ohio should

charge power marketers for its FRR capacity product.s

In its order deciding how much the power marketers should pay, the PUCO found that a

just and reasonable cost-based rate for the AEP Ohio's FRR capacity product was $188.88fMW-

day.9 But the PUCO did not allow AEP Ohio to start charging power marketers the entire

$188.88/MW-day immediately. Instead, the PUCO directed AEP Ohio to continue charging the

power marketers the market-based prices for its FRR capacity, which are much lower than the

cost-based ratc.'o The PUCO found that AEP Ohio could defer the difference between the higller

cost-based rate and the lower market-based rate. lI A"deferral" creates a debt that has to be repaid

sometime in the future with interest. The Commission's decision meant that the power-marketers

received a discount on their wholesale capacity purchases from AEP Ohio for 35 months (through

May 2015). The total amount of that discount will certainly be in the hundreds of millions of

dollars and was estimated to be as high as $833 million.1` After only the first six months of the

35-month deferral period, AEP Ohio had already deferred $66 million in discounted capacity

costs. 13

Around the same time as its decisiort regarding the proper level of AEP Ohio's wholesale

pricing for the FRR capacity product it sells to power marketers, the Commission had a separate

case pending (the case at issue here) in which it was asked to approve an Electric Security Plan

("ESP') for AEP Ohio pursuant to R.C. 4928.143. The ESP established the rates that AEP Ohio

4 See AEP Ohio Capacity Case.

9 AEP Ohio Capacity Case, Opinion & Order (July 2, 2012) at 33.

lo Id. at 23.

11 Id. at 23-24.

12 R. 7/9/2012 (Reply Brief of Industrial Energy Users) at 13.

13 AEP Ohio Securities and Exchange Commission Form 10-K for 2012 at 174.

3



could charge retail consumers for providing electric service to those consumers. The problem

leading to the current appeal is that the Commission decided to use the pending ESP case to allow

AEP Ohio to begin recovering from retail consumers part of the capacity discount awarded to the

power marketers. 'rhe question at issue in this appeal is who should pay for the 35-month power

marketer discount: the power marketers who actually purchase the FRR capacity product or retail

consumers?

In the ESP case at issue, acting outside of its legal authority, the Commission ordered AEP

Ohio to immediately begin collecting a portion of deferred costs resulting from the 35-month

power marketer discount from retail consumers through its newly established Retail Stability

Rider.1 4 While most of the costs to be collected through the Retail Stability Rider purportedly

were costs that AEP Ohio incurs to provide service to retail consumers, the Commission decided

that part of the Retail Stability Rider charge ($1lMWh, or $48 million annually) would be

dedicated to paying for the deferred wholesale FRR capacity costs that AEP Ohio was not yet

collecting from the power marketers.15 As a result of this decision, retail consumers are currently

paying $48 million annually to AEP Ohio to compensate it for the PUCO-ordered capacity

discount received by the power marketers and will pay a total of $144 million over the entire 35-

month discount period.l6

While the PUCO may have acted lawfully in establishing the Retail Stability Rider itself,

the portion of the Retail Stability Rider that forces retail consumers to pay costs that shouid

ultimately be collected from for-profit power marketers is unlawful and unreasonable. Nothing in

the ESP statute (R.C. 4928.143) allows the Commission to require retail consumers to fund a

14 AEP Ohio ESP Case, Opinion & Order (August 8, 2012) at 36.

ls Id. at 36 and 75, fn. 32 (citing Ex. LJT-5).

Id. at 75, fn 36.
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discount on the rates that unregulated for-profit power marketers owe to AEP Ohio. A deferral

does not change the party responsible for payment. A deferral only changes the timing of

repayment. It is a loan. The Commission's decision to force retail constimers to pay for the

discounted capacity awarded to the power marketers was unxeasonable and unlawful. Therefore,

that decision should be reversed by the Court.

STANDARD OF REVIEW

R.C. 4903.13 governs this Court's review of PUCO Orders. It provides in pertinent part:

"A final order rnade by the public utilities commission shall be reversed, vacated, or modified by

the supreme court on appeal, if, upon consideration of the record, such court is of the opinion that

such order was unlawful or unreasonable...." The Court has interpreted this standard as one

turning upon whether the issue presents a question of law or a question of fact.

As to questions of fact, the Court has held that it will not reverse the PUCO unless the

PUCO's findings "are manifestly against the weight of the evidence and are so clearly unsupported

by the record as to show misapprehension or mistake or willful disregard of duty."J 7 Questions of

law, such as those raised by Appellant's Proposition of Law 1, are held to a different standard of

review. The Court "has complete, independent power of review" on questions of law.ig

Accordingly, legal issLYes are subject to a more intensive examination than are factual questions.

This is a question of law that is subject to a de novo review. With this standard of review in mind,

the Court must consider and resolve the error alleged by OEG.

17 Cleveland Elec.Tlluminating Co. v. Pub. Util. Comm. 42 Ohio St.2d 403, 403, 330 N.E.2d 1
(1975).

t$ Office of Consumers'Counsel v. Pub. Util. Comm. 58 Ohio St.2d 108, 110, 388 N.E.2d 1370,
1373 (1979)..5



STATEMENT OF FACTS

R.C. 4928.141(A) (Appx. 286) requires electric distribution utilities to establish a Standard

Service Offer ("SSO") for all competitive retail electric services based on a Market-Rate Offer

under R.C. 4928.142 (Appx. 287) or on an Electric Security Plan ("ESP") under R.C. 4928.143.

(Appx. 290). The SSO serves as the electric utility's default retail generation price for customers

who do not shop for retail generation service from other entities.

On January 27, 2011, AEP Ohio filed an application at the Commission for approval of a

proposed ESP (Appx. 18). That ESP filing was not resolved until August 8, 2012 (Appx. 11-96).

Meanwhile, in a separate case (the AEP Ohio Capacity Case), the Commission addressed a

different AEP Ohio-related issue -- what AEP Oliio's wholesale charge for selling FRR capacity to

for-profit power inarketers should be. (Appx. 172-280). In order to do business in Ohio's

deregulated electricity market, the power marketers must have their own capacity or must buy

capacity from another entity. Under the FRR rules, AEP Ohio must sell capacity to all power

tnarketers that want to buy it. It is in AEP Ohio's interest to charge a high price for its FRR

capacity and it is in the power marketers' interest to purchase that capacity at a low price.

In an Opinion & Order issued July 2, 2012, the Commission found that a just and

reasonable wholesale charge for the capacity AEP Ohio sells to those power marketers was

$188.88/MW-day (Appx. 204). Instead of allowing AEP Ohio to collect the entire cost-based

charge from power marketers immediately, however, the Commission instructed AEP Ohio to

charge the power marketers a discounted rate over a 35-month period (Appx. 194). AEP Ohio

would defer the difference between the $188.88/MW-day wholesale capacity charge and the

discounted rate awarded to the power marketers (Appx. 194-95). A"deferrai" creates a debt that

has to be repaid sometime in the future with interest. As a result of the Commission's decision,

6



AEP Ohio deferred $66 million in discounted capacity costs after only the first six months of the

35-month deferral period.19 The Commission explained that it would "establish an appropriate

r•ecoverv mechanismfor such deferred costs and address any additional financial consideratiotas

in the [AEP Ohio ESPJ proceeding. "(Appx. 194).

On August 8, 2012, the Commission issued an Opinion & Order in AEP Ohio's ESP case

(Appx.l1-96). In its Opinion & Order, the Commission found, inter alia, that AEP Ohio could

start recovering a portion of the deferred costs resulting from the 35-month power marketer

discount immediately. But instead of directing AEP Ohio to recover those deferred costs from the

for-profit power marketers, who actually purchased the FRR capacity product sold by AEP Ohio,

the Commission found that AEP Ohio could recover $48 million annually of its deferred costs

from retail consumers through its newly established Retail Stability Rider (Appx. 49 and 88). This

meant that over the course of its ESP (through May 2015), AEP Ohio could recover a total of $144

million of deferred costs resulting from the power marketer discount from retail consumers (Appx.

88).

In the same Opinioii & Order, the Commission also stated that "[a]ny remaining balance of

[the FRR capacity cost] deferral that remains at the conclusion of this modified ESP shall be

amoi-tized over a three year period unless otherwise ordered by the Commission." (Appx.49). The

Commission stated that "[a]ll determinations for future recovery of the deferral" would be made

after the end of the term of AEP Ohio's ESP. (Appx.49). The Commission therefore held out the

possibility that retail consumers will ultimately be held responsible for all of the costs resulting

19 AEP Ohio Securities and Exchange Commission Form 10-K for 2012 at 174.
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from the power marketer discount, which one party to the ESP case estimated to be as high as

$833 million.20

Applications for rehearing of the Commission's decision were filed by multiple parties,

including OEG, on September 7, 2012 (Appx.294-313). In its application for rehearing, OEG

argued that the Commission did not have authority to allow AEP Ohio to collect any of the

deferred costs resulting from the 35-month power marketer discount from retail consumers (Appx.

304-06). Memoranda contra the applications for rehearing were filed September 17, 2012. The

Commission issued an Entry on Rehearing denying the applications for rehearing on January 30,

2013 (Appx. 98-162).

Subsequently, other parties to the Commission cases filed Applications for Rehearing of

Appellee's January 30, 2013 Entry on Rehearing, which were denied by the Commission's Second

Entry on Rehearing issued March 27, 2013 (Appx. 164-171). On May 28, 2013 OEG filed its

notice of appeal. (Appx. 1-171).

20 R. 7/9/2012 (Reply Brief of Industrial Energy Users-Ohio) at 13.
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ARGUMPNT

Appellant complains and alleges that the Commission's August 8, 2012 Opinion and Order

and January 30, 2013 Entry on Rehearing in the Commission cases are unlawful, unjust and

unreasonable in the following respects:

Proposition of Law No. 1

The Commission has no authority to require consumers to fund a discount on the
costs of capacity that was purchased by the power marketers from AEP Ohio. Such
costs are outside the scope of an ESP and, therefore, cannot be approved pursuant to
R.C. 4928.143 or deferred pursuant to R.C. 4928.144.

When it decided the AEP Ohio Capacity Case on July 2, 2012, the Commission took great

care to explicitly characterize the $188.88/MW-day cost-based capacity charge required to

compensate AEP Ohio for the FRR capacity product that it sells to for-profit power marketers

(also known as competitive retail electric service providers or "CRES" providers) as a wholesale

charge. The Commission reinforced this point throughout its order in the case, stating:

* "yVe agr•ee that the provision of capacity for CRES providers by AEP-Ohio,

pursuant to the Company's FRR capacity obligations, is not a retail electric service
as tlefined by Ohio law. Accordingly, we find it unnecessary to determine whether

capacity service is considered a competitive or noncompetitive service acnder
ChapteN4928, Revised Code. "2 1

e "Although Chapter 4928, Revised Code, provides, for market-based pricing , for
Yetai.l electric generation service, those provisions do not apply because, as u'e
noted earlier, capacity is a wholesale rather than a retail service. y22

* "Given that compenscttion for AEP-Ohio's FRR capacity obligations from CRES
providers is wholesale in nature, we find that AEP-Ohio's for•niula rate template is
an appropYiate starting point for determination of its capacity costs. "23

2 1 AEP Ohio Capacity Case, Opinion & Order (July 2, 2012) at 13.

22 Id. at 22.

23 Id, at 33.

9



The first two portions of the Commission's order citecl. above also plainly indicate that the

Commission viewed AEP Ohio's provision of wholesale FRR capacity to power marketers as

outside the scope of Chapter 4928 of the Revised Code.

In the same order, the Commission also acknowledged that the purpose of the

$188.88/MW-day wholesale cost-based capacity charge is to compensate AEP Ohio for the FRR

capacity product it sells to for-profit power marketers (CRES providers):

• "We agree that the provision 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. "24

"Upon review of the considerable evidence in this proceeding, we find that the
record supports compensation of $188.88/MW-day as an appropriate charge to
enable AEP-Ohio to recover its capacity costs for its FRR obligations f'rotn CRES
providers. "25

• "Given that compensation f'or AEP-Ohio's FRR capacity obligatios:s from
CRES providers is wholesale in nature, we find that AEP-Ohio s fiormula rate
template is an appropriate starting point for determination of its capacity costs. "26

* "... a capacity charge of ' $188. 88fMW-day is just, reasonable and shozzlti be
adopted. The Comnzission agrees with AEP-Ohio that the cornpensation received
fram CRES providers for the Company's FRR capacity obligations should
Yeasonahlv and fairly con2pensate the Company and should not significantly
undermine the Conzpany's ability to earn an adeqatate return on its investment. "27

The Commission's order therefore reinforces the fact that that $188.88/MW-day FRR

capacity charge collects wholesale costs that for-profit power marketers owe to AEP Ohio. That

the Commission ordered AEP Ohio to charge a temporarily discounted rate for the FRR capacity it

sells to power marketers, instead of $188.88/MW-day, does not alter that fact.

24 AEP Ohio Capacity Case, Opinion & Order (July 2, 2012) at 13.
25 Id. at 33 (emphasis added).

26 Id, at 33(emphasis added).

27 Id. at 36 (emphasis added).
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Though the Commission was careful to properly characterize the exact nature and purpose

of AEP Oliio's deferred wholesale capacity charges to power marketers in its AEP Ohio Capacity

Case order, the Commission unlawfiilly disregarded its own findings, and harmed retail

consumers, when it decided AEP Ohio's ESP case. In that case, the Commission held that AEP

Ohio could collect a portion of the deferred costs resulting from the 35-month power marketer

discount from retail consumers through AEP Ohio's newly established Retail Stability Rider.

Specifically, the Commission found that $1/MWh of the total R.etail Stability Rider charge, or $48

million per year, would be collected from all retail consltmers and used to pay down the deferred

costs resulting from the power marketer discount.?g This meant that power marketers would pay

discounted market prices for the wholesale FRR capacity they bought from AEP Ohio through

May 2015 while consumers would pay $144 million more over the same period to fund tile power

marketers' discount.29

The Commission does not have authority under state law to force retail consumers in AEP

Ohio's service territory to fund a discount on the wholesale capacity charges owed to it by for-

profit power marketers through an ESP-established charge. The Commission "is solely a creature

of the General Assembly and may exercise no jurisdiction beyond that conferred by statute."j0

The ESP statute (R.C. 4928.143) only gives the Commission authority over retail rates. Indeed,

that statute falls under Revised Code Chapter 4928, which is specifically titled "Competitive

Retail Electric Service." As discussed above, the Commission itself stated that Chapter 4928 does

28 AEP Ohio ESP Case, Opinion & Order (August 8, 2012) at 36. Id. at 75, fn. 32 (citing Ex. LJT-
5).

'y Id. at 75, fn. 32 (citingEx. LJT-5).

30 Akron & Barberton Belt Rd. Co. et al. v. Pub. Util. Comm. 165 Ohio St. 316, 319, 135 N.E,2d
400, 402 (1956); See also Penn Central Transportation C'o. v. Pub. Util. Comm., 35 Ohio St. 2d
97, 298 N.E. 2d 587 (1973)("The Public Utilities Commission of Ohio is a creature of the
General Assenlbly and may exercise no jurisdiction beyond. that conferred by statute.").
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not apply to FRR wholesale capacity costs.31 It was therefore unlawful for the Commission to

approve recovery of wholesale FRR capacity costs that power marketers owe to AEP Ohio from

retail consumers in the context of AEP Ohio's ESP.

Moreover, this Court has held that an ESP provision is not authorized by statute if it does

not fit within one of the categories listed in R.C. 4928.143(B)(2).3` The deferred wholesale

capacity costs resulting from the power marketer discount do not fit into any of those categories.

And no reasonable interpretation of that statute would read the categories of R.C. 4928.143(B)(2)

to include a provision that forces retail consuiners to pay for discounts on the wholesale charges of

for-profit power marketers.

The Retail Stability Rider itself may have been Iawfully established to collect the costs

necessary for AEP Ohio to provide retail service to consumers pursuant to R.C.

4928.143(B)(2)(d), which provides that an ESP may include:

(d) Terms, conditions, or charges relating to limitations on custoiner shopping fUr retail
electric generation service, h, pas,sability, standby, back-up, or supplemental power
service, default service, cariying costs, amortization periods, and accounting or deferrals,
including future recovery of such deferral.s, as would have the effect of stubilizing or
provicling certainty regarding retail electric service;

But that statute does not provide the Commission authority to set aside any portion of the

Retail Stability Rider (i.e. $48 million annually) to allow AEP Ohio to collect costs that fund a

discount to for-profit power marketers from retail consumers. The Commission cannot change the

fundamental nature and purpose of the wholesale FRR capacity costs by collecting them through

an ESP charge.

31 AEP Ohio Capacity Case, Opinion & Order (July 2, 2012) at 13 and 22.

32 In re Columbus ,S'outhern Power Co., 128 Ohio St.3d 512, 2017.-Ohio-1788,132.
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R.C. 4928.143(B)(2)(d) specifically relates to retail electric service and authorizes the

Commission to establish terms, conditions, or charges in an ESP that have the effect of stabilizing

or providing certainty regarding retail electric service. But a charge that forces retail consumers to

pay part of the wholesale electric bills of power marketers does nothing to provide stability or

certainty regarding retail electric service. Rather, it results in the subsidization of the for-profit

power marketers through an unnecessary retail rate increase of $48 million annually and $144

million through May 2015. Retail consumers could not even lawfully buy AEP Ohio's wholesale

FRR capacity product if they wanted to do so. Only certified power marketers doing business in

Ohio can make such purchases. R.C. 4928.143(B)(2)(d) cannot and should not be read broadly

enough to require retail consumers to fund a discount to for-profit power marketers. To do so

would stretch the language of the statute beyond its reasonable bounds.

In its ESP order, the Commission even held out the possibility that retail consumers may

ultimately be held responsible for all of the deferred costs resulting from the power marketer

discount, which one party to the ESP case estimated to be as high as $833 million.33 The

Commission stated that "[a]ny remaining balance of [the FRR capacity cost] deferral that remains

at the conclusion of this modified ESP shall be amortized over a three year period unless

otherwise ordered by the Cammission."3a The Commission stated that "[a]ll determinations for

future recovery of the deferral" would be made after the end of the term of AEP Ohio's ESP.35

Even outside of the context of an ESP, the PUCO has no legal authority to require retail

consumers to fund a discount on the wholesale capacity charges of power marketers.

33 R. 7/9/2012 (Reply Brief of Industrial Energy Users-Ohio) at 13.

34 AEP Ohio ESP Case, Opinion & Order (August 8, 2012) at 36.

s5 Id.
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The for-profit power marketers are the entities ultimately responsible for paying the entire

$188.88/MW-day cost-based wholesale rate to AEP Ohio in exchange for the FRR capacity

product they buy. That the Commission did not approve immediate recovery of the rate from the

for-profit power marketers does not mean that those marketers are not ultimately responsible for

paying the entire costs owed to AEP-Ohio. A deferral does not change the party responsible for

payment. A deferral only changes the timing of repayment. It is a loan. And the PUCO cannot

order consumers to repay the loan owed by the power marketers. The Commission has many

roles, but one of them is not to artificially enhance the profits of the unregulated power marketers

at the expense of consumers. There is nothing "free market'9 or competitive about this. Instead, it

is a government-sancuoned subsidy of hundreds of millions of dollars, with no legislative

authority.

The Commission erred by allowing AEP-Ohio to collect any of the deferred wholesale

FRR capacity costs resulting from the 35-month power marketer discount from retail consumers

through an ESP-established charge. Such costs are outside the scope of the ESP and therefore,

cannot be approved under R.C. 4928.143. Further, since deferred wholesale FRR capacity costs

cannot be approved pursuant to R.C. 4928.143, they cannot be deferred pursuant to R.C.

4928.144. R.C. 4928.144 provides that the Commission may authorize a phase-in only of a "rate

or price established under Sections 4928.141 to 4928.143 of the Revised Code." As the

Commission repeatedly stated in the AEP Ohio Capacity Case, the wholesale FRR capacity

charges were not established under Chapter 4928 of the Revised Code.

Because the Commission exceeded its statutory authority when it forced retail consumers

to fund a discount on the wholesale FRR capacity costs that for-profit power marketers owe to

AEP Ohio, the Commission's finding is unlawful and unreasonable and should be reversed by thi.s

14



Court. The Court should require the Commission to order a refund by AEP Ohio of the unlawful

Retail Stability Rider charges that retail consumers have already paid and should find that the

Commission does not have legal authority to allow AEP Ohio to collect any of the deferred

wholesale capacity costs resulting from the power marketer discount from retail consumers in the

future.

RELIEF REQUESTED

The Court should rule that the Commission acted outside the scope of its authority when it

allowed AEP-Ohio to begin collecting from consumers the deferred wholesale capacity costs

resulting from the power marketer discount, and that such collection from cansumers in the future

is prohibited.
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CONCLUSION

WHEREFORE, Appellant respectfully submits that Appellee's August 8, 2012 Opinion

and. Order and January 30, 2013 Entry on Rehearing in the Commission cases are unlawful, unjust,

and unreasonable and should be reversed. '1'his case should be remanded to Appellee with

instructions to correct the errors complained of herein.

August 12, 2013

Respectfully submitted,

_

David. F. Boehm; Esq.
Michael L. Kurtz, Esq.
Jody M.K. Cohn, Esq.
BOEHM, KURTZ & LOWRY
36 East Seventh Street, Suite 1510
Cincinnati, Ohio 45202
Ph: (513) 421-2255
Fax: (513) 421-2764
dboehm(cc^bkl l awfirm. com
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ikylercohn@bkllawfirm.com
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16



CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing was served by overnight mail this 12th day of
August, 2013 to the parties listed below.

Michael L. Kurtz, Esq. (0033350)
David F. Boehm, Esq. (0021881.)
Jody M.K. Cohn, Esq. (0085402)

COUNSEL FOR APPELLANT,
THE OHIO ENERGY GROUP

17



IN THE SUPREME COUktT OF OHIO

The Kroger Co., et al.,

Appellants,

Ohio Supreme Court Case No. 13-0521

Appeal from the Public Utilities Commission
of Ohio

v.

The Public Utilities Commission of Ohio,

Appellee,

And Ohio Power Company,

Cross-Appellant.

Public Utilities Commission of Ohio Case
Nos. 11-346-EL-SSO, 11-348-EL-SSO, 11-
349-EL-AAM, 11-350-EL-AAM

APPENDIX

18



911

IN SUPREME COURT OF OHIO

In the Matter of the Application of
Columbus Southem Power Company and
Ohio Power Company for .A.uthority to
Establish a Standard Service Offer
Pursuant to §4928.143, Ohio Rev. Code,
In the Form of an. Electric Security Plan

In the Matter of the Application of
Columbus Southern Power Company and
Ohio Power Company for Approval of
Certain Accoianting Authority

Case No. 2013-0521

Appeal from the Public Utilities Conunissian
of Ohio

Public LJtilities Commission of Ohio
Case Nos. 11-346-EL-SSO

11-348-EUSSO
11-349-EL-AAM
11-350-EI.-AAM

,^.

Go
C-) -°0-o

r9n

FOURTH NOTICE OF APPEAL OF APPELLANT,
THE OHIO ENERGY GROUP

Michael L. Kurtz, Esq., Counsel of Record
(0033350)
David B. Boehm, Esq. (0021881)
Jody M.K. Cohn, Esq. (0085402)
BOEHM, KURTZ & LOWRY
36 East Seventh Street, Suite 1510
Cincinnati, Ohio 45202
Telephone: (513)421-2255
Facsimile: (513)421-2764
dboebrla^7abkllawfirm.com
m=p bkllawfirM.qom
ikylercohn bkllawfiam.com

COUNSEL FOR APPELLANT, THE OHIO
ENER(iY GROUP

1Vlark S. Yurick, Counsel of Record (0039176)
Zachary D. Kravitz (0084238)
TAFT STETTINIUS & HCILLISTER, LI.P
65 E. State Street, Suite 1000
Columbus, OH 43215-3413

Michael DeWine (0009181)
A.TTORNEY GENERAL OF OHIO

Wiltiam L. Wright (0018010)
Section Chiel',1'ublic Utxlities Section
Thomas W. McNamee (0017352)\
John H.Jones(0051913)
Assistant A.ttorney General
180 East Broad Street, 6^' Floor
Columbus, Ohio 43215-3793
Telephone: (614)466-4397
Facsimiie: (614)466-8764
William.wriehtfâ^puc:sge.olt.us
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IN THE SUPREME COURT OF OHIO

In the Matter of the Application of
Columbus Southern Power Company and
Ohio Power Company for Authority to
Establish a Standard Service Offer
Pursuant to §4928.143, Ohio Rev. Code,
In the Form of ao. Electric Security Plan

In the Matter of the Application of
Columbus Southern Power Company and
Ohio Power Company for Approval of
Certain Accounting Authority

Case No. 2013-0521
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FOURTH NOTICE OF APPEAAI<. OF APPELLANT,
THE OHIO ENERGY GROUP

Appellant, The C91tio Energy Group ("t)Ees"), a party of record in the above-styled

proceedings, hereby gives notice of its appeal, pursuant to R.C. 4903.11 and 4903.13 and

S.Ct.Prac.R. 10.02(A), to the Supreme Court of Ohio and Appellee, the Public Utilities

Comrn;ssion of Ohio ("Cammission"), from an Opinion and Order issued August 8, 2012

(Exhibit A), an Entry on Rehearing issued January 30, 2013 (Exhibit.E), and a Second Entry on

Rehearin5 issued March 27, 2013 (Exhibit C) by Appellee in PUCO Case Nos. 11-346-EI,-SSO,

11-348-EI,eSSC), 11-349-EL-AAivM, and 11-350-EI.,-AAM (collectively, "Cornanission cases").

Appellant was and is a party of record in the Commission cases, and timely filed its

Application for Rebearing of Appellee's August 8, 2012 Opinion and Order in accordance with

R.C, 4903.10. Appellant's Application for Rehearing was denied, with respect to the issues on

appeal herein, by Appellee's Entry on Rehearing issued January 30, 2013. Subsequently, other

parties to the Commission cases filed Applications for Rehearing of Appellee's January 30,2013
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Entry on Rehearing, which were denied by Appellee's Second Entry on Rehearing issued March

27, 2013-

Appellant complains and alleges that Appellee's August 8, 2012 Opinion and Order and

January 30, 2013 Entry on Rehearing in the Conmission cases are unlawful, unjust and

unreasonable in the following respects, as set forth in Appellant's Application for Rehearing.

The Commission has no authority to allow deferred wholesale capacity costs that
competitive retail electric service providers owe to Ohio Power Company to be
recovered from retail customers (either shopping or non-shopping). Such costs
are outside the scope of an Electric Security Plan and, therefore, cannot be
approved pursuant to R.C. 4928.143 or deferred pursuant to R.C. 4928.144.

WHEREFORE, Appellant respectfully submits that Appellee's August 8, 2012 Opinion

and Order and January 30, 2013 Entry on Rehearing in the Con3znission cases are untawful,

unjust, and unreasonable and should be reversed. This case should be remanded to Appellee

with instructions to correct the en:ors corn,plained ofhereiaz.

Respectfully submitted,

Ivfichael L. Kurtz, Esq., Counsel of Record
(0033350)
David F. Boehm, Esq.
Jody M.K. Cohn, Esq.
BC3EHlvi, KURTZ & LOWRY
36 East Seventh Street, Suite 1510
Cincinnati, Ohio 45202
Ph. (513) 421-2255
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dboelunt'7a.bkllawfirrn.com
mkurtzt@.hkllawfizm.com
ikylerco rzbkilawfinn com

May 28, 2013 COUNSEL FOR OHIO ENERGY GROUP

00005



CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing was served by QVERNIC„HT MAIL (unless
otherwise noted) this 28" day of May, 2013 to the parties listed below.

r
IVlichael L, urtz, .Esq. (0033350)
David P. Boehm, Esq. (0021881)
Jody M.K. Cohn, Esq. (0085402)

COUNSEL FOR APPELLANT,
THE OHItA ENERGY GROUP

Mark. S. Yurick (0039176)
(Counsel ofRecord)
Zachary D. Kravitz (0084238)
TAFT STETTINIUS & HOLLISTER, LLP
65 E. State Street, Suite 1000
Columbus, OH 43215-3413
Telephone: (614) 221-2838
F'acsiynile. (614) 221-2007

COUNSEL FOR APPELLANT, THE
KROGER COMPANY

Samuel C. Randazzo (Reg. No. 0016386)
(Counsel of Record)
Frank P. Da.tr (Reg. No. 0025469)
Joseph E. Oliker (Reg. No. 0086088)
Matthew R. Pritchard (Reg. 0088070)
MCNEES WALLACE & NURICK LLC
21 East State Street,17th Floor
Columbus, OH 43215

Michael DeWine ((3009181)
ATTORNEY GENERAL OF OHIO

William L. Wright (0018010)
Section Chief, Public Utilities Section
Thomas W. Mc?*damee (0017352)
John H. Jones (0051913)
Assistant Attomey General
180 East Broad Street, 6'h Floor
Columbus, Ohio 43215-3793
Telephone: (614)466-4397
Facsimile: (614)466-8764
William.wright0Ruc.state.oh.us
Th®mas.mcnaFn ee(Upuc: state.oh.us
John.jo^s^puc.state.oh.us

COUI^^SEL FOR APPELLEE, THE
PUBLIC UTILITIES COMMISSION OF
OHIO

Telephone: (614) 469-8000
Faesirraile: (614) 469-4653
sgm@Lnwticnih.com
fda^t̂@mwncmh.cott2
joliker@mwncaaah.cor
ItlpTitGhaY'dQYiwfTcTrih.Corfl

COUNSEL FOR APPELLANT,
INDUSTRIAL ENERGY USERS-OJiIO

00006



Bruce J. Weston (0016973)
OHIO CONSUMERS' COt3NSEL

Maureen R. Grady, Counsel of Record
(0020847)
Teriy L. Etter (0067445)
Joseph P. Serio (0036959)
Assistant Constmers' Counsel
Office of the Ohfo Consuaners' Cssurasel
10'Vdest Broad Street, Suite 1800
Columbus, Gbio 43215-3485
Telephone: (614) 466-9567 (Grady)
Telephone: (614) 466-7964 (Etter)
Telephone: (614) 466-9565 (Serio)
Facsimile: (614) 466-9475
gradY@occ.state.oh,us
etter^ia^occ.state.oh.m
serio@occ,state.oh.us

COIJNSEI. FOR APPELLANT,
OFFICE OF THE OHIO CONSIJl1!IERS'
COUNSEL

Steven T. I4rourse, Counsel of Record
(0046705)
Matthew J. Satterwhite (0071972)
A1.14ER1CAN ELECTRIC POWER
CORPORATION
I Riverside Plaza, 294 Floor
Columbus, Ohio 43215
Telephone: (614) 716-1608
Faxa(614)716-2950
stnourse@.r^arra
znisatterwhite(^3a.a.com

Daniel R. Conway (0023058)
L. Bradfield Hughes (0070997)
PC)RTEJR. WRIGHT MORRIS & ARTHUR
LLP
41 South High Street
Columbus, Ohio 43215
Telephone: (614) 227-2270
Fax: (614) 227-1000
dconwavQnorterwright.com
bhug^es@porterwxight.com

00007



COUNSEL FOR CROSS-APPELLANT,
0I310 POWER GOMP'AIVY

PUCO CHAIRMAN AND COMMISSIONERS
VIA HAND DELIVERY:

Chairmaai. Todd A. Snitcher
Commissioner Steven D. Lesser
Commmissioner Lynn Slaby
Commissioner M. Beth Trombold
PUBLIC UTILITIES COMMISSION OF OHIO
180 E. Broad Street, 1P Floor
Columbus, Ohio 43215

COMMISSION REPRESENTATIVES AND PARTIES OF RECORD
VIA ELEC'I'R{JNIC MAIL:

Wmer.rnaraard(@ puc.state, .us
Iohn.jone uc.state.oh.ns
tsiwo(7a bricker.corn
MWamock r̂a7bricker com
stYloUrrS Q.1@p.GOnl

mjsattenvh^com
tobrie brickcr.com
sam(a^'.snwnarnhcom
mgritchardQ.mwncmh com
fdarr@mvrncmh.com
}oliker^,a^ wncm^t.com

12II1In^1 ^r1Wl2CIIYl1.GoYn

.r1c1C5(R)O'hanf.k. org

msmaiz@golh'op®vertvlaw or
imaskowak(c^abiouov^ert^ylaw or
Philig.sinenen . ompsonhine:com
Dorothy corbett(- uke-en gy com
Eh:zabeth watt ,duke-enW com
myun^ftiawr.com

dconway c^,porterwright.cora
cmoore ,parterwriaht com
hgvdenmff farstenergycom.eom
pmma hand0.Snrctenton com
iciadwin@zep.co
azabnetricoftvorva.corn
sMhoward o( .̂ voM:corn
znj^ettincri}agvcLys.cozz^
WRlasse3!@CO'V.CO133
he .nx}re.ckhart&ol.coxn
iMkR ^ideY@IGI1*jaW .coST4

dmeyer @jnKaw,com
BartlzR®^na aol.com
CiM.A.Seffries^d m.cozn
&-qmas@EtDower2reout).com
laurae agha^elleco^sultine.net
Christoohef.sniller^u icemlller.com
Gregorxd_ium@iceardlfcr com
sismithQsxd.com

00008



tsantarellit" ,̂; e1nc ore
Nolane,theoec.vre
trmt9thsoec.or -
cath y(eutheoec.or
ned.ford@,kse.net

aulos &eaem2g.coqi
zkravi^taftiaw.com
a-(;haedQonesday.com
dakutik(a3, j onesday.c®m
callweinC7u,rvatxaenerSylaw coLn
dourr.bonnqra s^rdenton.com
dan t arngws^s^n denton.r,o
JL,aniz@tralfee.com
lsr►cbride(a7calfee.com
talexander [1calfee.com
d_stahl(a?eimerstahl.com
whittn,whitt-sturtevant.corn
mswhit 'ttsenergy.com
rmasonahiorestaurant oW
'u) di.sobeckit^dplinc.com
randall.eriffinCâ.dplinc.eum
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ueta.seetâ up c.state.oh us

00009



00010



BOORE

PUHT.TC ufFExi'gs c m OF QHIC^

^^ MSOM of AppBution of3
COlumbias Sougm Pwer CmrPany ant1 )
OMO Pcm Coaqmy for A ' ta jCan 11,046-MAM

t} Case 11-3M-RMO
to Swtion 4928.193, llZovised Co4 In tiae }
Farm of an Elocft tyPim

In ft Wtv of the A tim ok )
Columbo Smftm Pcwvr Company an+at ) Cam Ne.11-34'3-BU.AAHd
Ohio Power Comgan}r ApproW ) CanhI®.18 ;350-FL-
CetWm AmoaWhg Authodty.

00011



11- =, etale

T -OfC.2

.H_

.......Nr.... e. .....w,.».ww.nw._ .....w....r .............«<....«,........,1
L n R'^ [',^l Tl^ ildT^ »... ..ww..•.....e.a....N......... .•.Nwe ..wa r.NS.N.,NI.N<..M...OSŶ+
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The C=M*Aon, e ° 'uW the above-entitiei appUeatians, od the reeoa+d im
themprocee&V, gts opWonwAoiderintben wattem

Sfiaven 7C. NOUM ...^ttlxw J. ^ hi* urod Ymam
Pa,wW SUTSM t00y One Ritrreraid.e Ham 29& Floor, . Ohio 4323..5-2373,
as►d . P Wrighk, MOZIU & Astbtux, LLP, by DattW R. Conway and C6isbm M=a, 41
Soxrth II3gb h ColumbuA Llira 43210, a:t bda of t?hiea P. y.

Nke t3AtDAI, A re;ecat of the Stde c# Ohio, by Wemier L Muprd ItL
John H. ;cmes nd Sbevsn L 1ega, AnisWt A . iW Pmt
Columbus, 09nia 4329.54793, on bebslE of the Staff of *w Pubifc UtiRtta Co d m of
+Cbto.

8ruce j. Wea4oe, Itftrfcn Cihio C a' of bhe Ohio CmswneW
CaanK by Maureen P. Qwly, jonph P. 5+edo, andTexry i. Camumed
CouaWJ, 10 West Broad Sbut C.afumbu4 (7hin 4321 , on behag of t^ dd isi
ntay . e" of C3bdo Pmm Company

Kuft & Lowry, by • ;.. KcA4 IGttt J. Bodw estd Jody Kykr, 36 rmt
Searenfih Sei.te'151o, oubmatL oma = an bdouofoito .GMp.

Taft SWtdnhm & 1kll3ster, Lt,P.by Mark & Yuxick aad Zwlmy D. Kravft 651ad
State Stut, Saute 1000, C , OMo+tN't5-4313, on beW of The KtoW comparYp,

MNew, Walam & Nurick, Ltr. by Smynd C. Randam, Prank F. Darr, and
jaeph E. Ob'kw, 21 Fast Stae &r+eet, 9atte,1700,.Coi ONo 432! M , on of
In.dv®hW

Re11 & Raryrer Co,, LPA, by Bar& 'E. Rcm 33 9aatb C'̂ rant AvenareF Co 4 QtNa
43 7, anbebalEcf . an ReWl,imc.

Vmys. 8ater, Sqmou & Pw4 1LLP, b}► 1Ui. Howard PeW, lLija I£at 'h;
and Shpbon M. Haoiwaxd. 52 F«ast Gay Sheet C.catambua, Ohio 432166-1008, and Cov

by YMM ..12M Peamytvania Avmua. VY ^, D.C, 200040 on
beW of Me CONFM COalidon

v4ry9' sateY, Seymm & PtBSe, t+L,Pe by iUl+ Hownd PebtlC4 L* Kalep&CtBtky
and M. Howard, 52 lFset Gay 3treet Colunibu* Oho 4321&1008, an of PJM
Power pravittm Group.
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V",Sak)i^r, . :& P f,rLaPyby PetLiwffi AiR61L* riii

52 East GILY Calumbis, t)hdo M b-1008, and j h 1Vl. Cisrk 6641 l4taath l3igh
S > Suite 2D1,1Mt'ard-itegbDM Oh$o , nari O# Dhed BnsrU S 3m UjC armd
Dhect ErArV ,LiC,

YMY$, r$sel
^. .

. & Sem, AsLF,by 7R. H and4$^ aikSqnvm
52 Basg Gay &reek col=NM oblo 4321fr10W, an MUM of . gy

o do'i,

and v^ M. Fior^z+d, 52 East ^Jay^^ ^^1 +Clls.io . E+•1= andl Mumm,
SW Movam & SoMeaW LY.1, by Ua,vid SUM and Sco9t SoUm& 224 South MxWg=
Avmue, Smite 11W, ' , ilno4s 6 % on beW of lFmlon C ticn CAmpany,
Corstdiation N , Inc., and Corst . Group, Istc

Im +•asatW, W LPe by CMftpha L Mift, GoeM J. D1261A, $RW Asim 'tw Hiq9Le, 25o

YlWest Street ., Ohio 43Z5, on behW of dre ti3an of JrW
and ctea d vwo, the cxty of itffisbmg ciw aity el Gem cifyaad the dtp of Upper
Ar-

Hr3c&ee d,r̂ ,1..Y.̂Y^, by tim Ga ' n_^p ag^g^d, I. Tbor^ S^ta, ltiit Sout^t
a+P°rd Shv% ti°V , OSWo 41725 . , on ^ CR Oi11K9 hbMdWhnvm tfof$e

EMV GMP.

Brkker &_ Wdes, LiaP, by iliomm J. Mzknt,100 Sotailx k d Sbmt Cfllexnibm,
Ohio 432:154Ms and Rkhad L SIW9r W But f[i9ad Street, L" ROM COlW91^ Old0
021 tan. .tf C7IuA HoqhW ' SL

Wee, HalFer de 'od, LI.P, by Jmm E Lw& lam GMcBsctde, and N. Tr^vor
AWxuder, K,^y r.5Q0&Vaior Av^wa^e, Clev^el^s+^, C'b* ^114; Jwes Day,
by David A. tCuctOc and AM= D. '#, 901 LAW& Avenup. ^ Q6io 44114•
1190, 4d M-alc A. IiaydeA, 76 South 14bin Shv4 Abvri, , on t4& of
Phoffimv ' . . Craxporaiian

I h V. M avya& WA Mkftd Snaai& CMo Poverty law Centtr, M Bstdea
A. Ccrt . C]hio43215, an beW of AppWAcWm P+eaae and jusdm Neiytrtrrk

' Mcaetflung & KY P'a.t„ by K=eth P. KreMa, One Eao Footh
Sut$e 1400, Qnd=tt, Cid® 452t?2 ate:# Holly RaJW ftut% HdIT Businte" Cmlet, 384ti
Rec.̂ tarbmm Raad, UmIWL Vb#t,a 20125, aa beW ® f WBI-Mart Stmes En#, I.P. and

'S EaBF. hv.
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SNA Denton M LLF, by Emm F. Har4 Dadd 1). Barnawgld, asad Ilmm ,
jAmm

Cft-tt
Rubin, I301 .'Street NWa Sai^ 6M EW TOwee, Was hinghxl^ D.C 2 , on

+pf T'Atr►ary At ' om beW

B & ^^ er, by C he;c L MmW , tets 1N n . ck and Tmim
CMonnA IM Sout1t Third Street btq, CWo 4321 ,and Rkhard I. Stm 155
Bmt Broad SU*4 I5M Mooor, Gdh=bv4 Oqias 4a22S3620, on a cd Pau3 ^ g Wind
PUM 1L LLG.

GICM J. Fodara, 471 Best lJ d ' 15M. Col: , t3ldo 43215, on
beW®E FraNOC Iw.

Atlu►ein & Mow, C hes j. AE%*n, 1373 t'^raatdview Aveue,
5ult+^ ZZ Cat .OWO 43=Z, oco bdOai Nattssat Co .

Matffiew WhiEe-, 6100 Bmezdd y, Diabiim Ohio 43016 andiWhitt ^
LLP, by . A. ` Melbsa L w pson,r arA Anamw. J. Campbe11,133 8agt ftwd
Stwt SWbc Cfl ,OWo , on boWofkftmtme Gas Supply, ie-e-

ey CavaUSA = by Dam 10 1Med Bmad Shvet Cabuanbiae, OkAo
43215, aA bdWf of G63Io 'Ammtion of Officials, Otio SdiDol .

btios4 buckeye 4ion ofScliod txatore` and Qha.o

Cbad A. Endak?, North 1-Ugh P.O.Sbut Box 2 Cobwflmso 0h3o 43215,
on Wofthe£fdc^ Pam mu 1F d aem

BUCIde`7 Kirg, by °. m N. Kalba, 10 West 9dte 1300, C4t1 ,
ONa,6215, on boW of Ohio Resuuma tOn.

'mbeth Watis and Rocco tY . 139 Eag Fotisrth Street e, EDho
462M and Eberly Mdbhm = 1sy Robeit A. Md"wii, 2321 gC 9altse 10fi,
chwkmtt Okk onbda of Duke Enou C9hk^ L-c-

Amy B. Spfla, attd juram W. xy, 139 ' tt CUo
43215, and. 3hcampsm :i im U.P, by JPhiEip R ShmuM 41 Soath, Mglt Stwk Suite 1700,
Co'! ,Obfo 43215, aaae bdM of Duke gy R&tsit Sats and Duke Enuff

kv-

Howard and Sea►ealc D=4 M Scxth, Suitie 20. OubDii, Mo,
913017, on " of OIyFa A bfie D .atUm
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Judi I. So Woodmm , Daysm Oha.ca on of t) t
Power emd U& Company. ' ,

Hill & Ritter, LPQi, by R%W P. Supmvv^ 65. Eask Smte S
18EKf, Cd , Oh[ct 43215, on bda of Nataw1 Fedemtion of ex* Busbum
C)NOCkapbear.

Thompsm Hhw, W. by Cuolyn S. vr, ^ and Wkhwl
D , 41 Soulit 1703, Col : aw 4321$, on beW of Border
SmaEE Xar-

TJfm LAw Granap, LLC, by Mr. Jack YY'Aurom M South High
Cd , Otdo 4321% acc bdudf +rxE Univakty° of Toledo Irmvatkm . a^
CNPOMUM

. . & ff'arks, 3:,LP, by Rady H'roat, 20 13M ' Bntiittli% C.Wrt
Ohio MA on bebag of Su=mit Effiar4 LI.C dl/b/a POET Bi AM
F LtC d/ b/a PM Ba

jAy 13. Wwhl„ 255'V4Pest Nadonwkle BQvd.. Sdte 541t3, OW 43215, on
beW of ,LYC.

hUffiew C,n Lasar,'Ltd., by Matthow Cmc, 4146 ST. Themn Avmi,, 4hio
M11i, +an b . of ft Councd of

YOURM, AUWWn & MOM, bp Todd NL WMigiro, 'Iwo hWt#m I-law, ToWs,
cat bebW of iiv tykO'B. ' fata G Bmnmy.

Dkk"n 5hapixo ]LLF, by Lartg ]F. $, and Robert L,
MAW, IM EyeSt NW, UY D.C. MW6, an bdwlf of CPV Power Cesrel
Ixtr-
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QMM:
L. jUEPAYQZ=E=p2"

A.

.5y

On Muvh l.q, M 4[25 a.. ft opWm m4 o[4acc uprdmg
Ccsl Power Coa-.aqy's (CSP) aM Oldo 7Pavver Couipmyo (®g) OoWy,
xISP-OW or the Conpan1a) em foe an dectrc ty g3an (W1 C^) In
+C
Sqmem
m 3+tsas. M1°^ w4 091$- . The BSP I Order was

^..^{D

a eydy to t^
^^^ Court aghuted ^ ^ VPpCler InW 4 of ee7i8AfJ (1rYGl/.L^. ^ A^: 17,!JU l1P +

=Wwous ! VfiS rwwded the puw i to ft Comwisdam The e Casnuilsdon
bawd its oxder on remardon C3cbabea 3, ?Ail. jn the tsrdec on remar4 the C
found t&ta .EJEP•4Iuw s!►cxu1cl be autimized to cmfistue iis reepvaty of e#at cqgtal

after j 1, 7M9i on paA mvkmnmdd invaWwtft (xOQ1-
thak were not previously mflected 3re the Cc°ft xsdo px%or to the ESP I

Otcler. In adciiiion, the Commission fixmd thAt the v tomdr of lad ^ . reMN4(PM)
audwdzed by the MP i+C3rrder were not suppoetvd by the o3a md d°

dwgm
d

the C °ea to elbrJude the amount of tM provWa of tast cesmi (POLR_ dktga
41ath °d fattie ER t?rdeY anll fte with the order aa rewmid.

F7.diEl

Ctrt lamumy 27, 2011„ .APP-OIW filed the `'axt fiu',a sWndftd aerqWinsw*
ofhr MY) pwcsnsent to Scdon 492$.141, ^^ ACoae. This sFpplira#im 3,a for appmvdof
an eWck* swurRy Ibx► {8SP 2) in amordance Swdm .143, Revind cAde. As
Med, AEE'-Ohio'a SS® appli n iar PfiP 2 wcW+d commenm oai j 1, 201Z -d
cMthm dcmgJhMny31,?.02.L

ne f®Rowin& p 'wen ponted in on by aftdw clawd Maith 23® 2b11,
uld July 8, 2Q11: Itud ' Emecg tT (MU)I Duke . ReUR Wej LLC
Pu^e Reig), Mir Emp Group (OW^ Ohf® Hogitd Amodabon (014A), Ohio
Co (CiCC), 9hia Partr= f-x . aHaa EnaW {t}1*AW The ICrcger
C y puvgw), FiistEargy sdufim cm-poratiaaa r Pae'tins wusd Farm It.T.Ijc
(Paultiiag^ Appdaiehum Peace acl justsce Network (APJN), Oteiv Manu '

.Aw=bon Group (U E , AEP Retad Eatecgy Pubiem LLIC {AEP Rab1),
ted. Wind BneW AmMahM (pYrFBA)A PJM Power PtrAdera Gatsp (P9) ►

Comtdkdm NewPnergp, br- and CawWW1on E=U C es Cx̀mup, tttc.

„0Pe9R 61ed a moHoas fDwth . #rom #a EP 2pwmedt4p nd ite mqneAVvfta in
tlde ', Doemba 14,M Ekdes.
Oa AtSWst 3r 3Q1L DWEA ¢kd a =Am to w3&ftw lromdOeEP Z pmWedh*L DYVEA'a rtqs:xA to
WMd=Ww*8 PkVftd Ittltre DweAft E46 20U Otdm
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{ Wn}. ( ^ NahuW R
(lhRDQr'Ttue Sierra C36 ( ), city cf MW4 Olica . . ,MMW4), Supply
AswaWm (RM), Exd<ns. Gawa.tian Compmy, U.C (Ev-lore), d8}r esf Gcovs City, t7tuo
(Gro" +C5#Y}, Asoodation of Indepmdent Cafleges eaW t3nivenitiea of Ohio (AICCSU}„
Wa1-Ivu# Stmw East I.P and ^'s Eask 3zr-, (tATai- , Dmwftn M4 Inc
Q)oftnim R+el4 }3n tal [ow Lxrd lt ^ OMo FavirowmW
'CoUrWI {09-), dl iism (t)mea) and EnslM Im
PMNOL).

O[1 SgPbmber. 7, 2DIIr A= ' tmy Padks) to the ESP 2
...procesdirtp Meci a J®in^ Uw ad tiar ►). TM ` tiasc

paapOsedto rewlve 4heSP 2 cam as wedP aas=atba of oderrdated AEP-t3tft vutwn
Mtftg be[wa t'he C s The rAdmdM ° in the ffi&' 2 cam reaas
c ted with tiw nWed pme&V for 4io sole putpm of aansidering the
Stip"on. On December 14, 2011, the Co=dwm ` wood its 0*4on amd Urder°,
ccndudft OyAt the Sdpulatlon, as moffified by ebe ardarr, d be seiopted aaad
aPpxoved. As gad at tlae Dwamber 14,2t1i2, Order, theConm*dm anwved the merow
of CSPwikls and "anbo OP, wfth+C?I' as the surAving esdtir;

Savaral aFrpIkationa for nbaft of #iee Cmmbsion's Dac=b 14„ 2l11I, Order in
tite ESP 2 mal oomo eoses were ffied. On PebSnwY23, MZdye C.o
its 13ntry on *,at thaSHp as a did mat .retegagetts
avd was nc►',t ixc ttte " thus, did not saMsify the iiuee.part test Eor the
=Wderation ktaone ,ASIP-C3Mo was dhWAId to Pvvide rOOM to the GmwdnWn
wltift 30 daysr+ ►►b.^ itft . tamWify -widukaw its ESP.

c ^c

Cn March'3Or 2MZ AEp-C9Iio fl1ed a mod&d mp ( Esf°) for tha
Go 's eaasid,aratiom As pupmed, dte ma °' fiSP wcald i jure 1,
24ttZ, tud curtHawe ftuo Map 31, 2015. As P in ft ap,p}uuat?m the Cmp"
stwtm for aj1 cusww ckoom, cu.sbamsrs in tha CsI'rabe =ae wtI! ftpawme, m avmge,
an zrwrease of two artd . in tha OP raic zone vaM expaknm on

$ rn6^ dwough ®^ d^'^ the ^#i^e ^p^^ the recavoy ofpkm In addition, tha

3kwjUdtq le hro Caw ATos. 1O,%S-p.1 rATA ad 70M4jGA'FA
Csaesb a reqaak iELV ffie VOW of Cgp Witi► OY 3n GM No. i0•2V6-B1..tM

OkW Cmeaj; U CO=WAdm nwissrc af ft sbabe for &aciepsck dAup fo
be ^desed ®n competftivn zeGdt &ct& mvios (QM) pmviders in Qw Ua. t.0-2Mffi,C1NC
(CiPdY C04, aad a mqwd for ednroersi of a uudmWm to eeaptadr ddamd frsc! coo wd

tRc.A=^.u 114MsL^Rva r.an)
4 s, aMy h=ed +aa Mmb 7, Ma, the Cmnbdm *ggn qp"W and e fir me11I.r of c5p

3oft t7r. dktdva Demobta3I,7AiY.imtheb,tawcae
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mndif3ed iSd' =Asins pwvldons addressiLtg dtYm =vice, ewnomk ddevdopnmt^
aYteratati,re amU rresource • snd e r8q .

'ihe ° . gd[ ESPaJw saft forth ftt AEF4Mo Wiii beg)n am enerV awUmfor iDt}
Pawt of it WC► load be&mtg in 2M5, wittt fu1l deWery and prieirg tiuwg,h a
COMPedtivc auction pwcm for AFiF-d3hio°s S9D ers b%Wrdng,trL Jam 2M5.
Begbrft six monft aftec the &W oxxW in the modified ffiF caft the appilcaUan siates
ABP-CDatio WIil be& aontiau9£ng exer$y auctiosm fcsr five grcer►t of the SSO load. In
addkkm the mwdi6ed ESP pFrovldes fot the . •on of .
CmpmMores Ess# k on Pool A and descrMa the .pian for corporate
mpuafti of ASROW$ " amets fmroa iia dift-bution andunwissim amb,

In adrjifxm to the parties praSrim* pwted tion °st► tbts matter, k4dwing
AEP-0rhio'a salindesion of its ittorlified BSP, ffie ` wem Stanted
item veation on Api91 26, 2K-2: Interstate C'^e, SQpplyr I= (1Ci^, The Ohio .4modaiioa of
Schodi Businm Offtdods, Cfldo Sc.)tooi Bm* d tiose,'The Basciaeyo Amodadw of
9chool tratorI6 and TU 0huo Sdwols Coort3I (Colkcttvtty. Otdo Sdloft O)dio
Farm Burea,u Pedmitko, Otdo Reftorant ''Duko Ermg Ohio, Isrc• (Dtike);
Dnke Enua • Asmt bMa Iaic. (DBCAMM* Lkrect Enaxgy 5arvim LLC
aM I7irtcc Energy 8 , LI.C Pted); The Ohio Auftmobk Volas lift
(pAi?.A); TU m Power and U& y; The Oitio CberpEer of ft N
Fesiarabiau of kr:de¢mdad Bushum .^^ction M'aterlals Coslitiou;
ComvU of SnuUa Enterprises; Bmder ., isu,; Un4wezsdy of T®lado
tnmovatioxt Entaprim iiozi,; . P,thar4 LLC d/b/a 1'tyBr 'S30
L^,^C and lP . LLC d/b/a POl^3r 8^ae^ T^aabaria ( ° >^);
srty of Upper ArUngton, Ohlô̂:̂  ^WCt̀tto B̂usiam Gôu(tedt for a C^att $e r 1fOEV1^ Lor^
V7^4iViF 1466 ^. M7^ ^ ^R71a^[VjB3BEAd^^ Asi7Power M@V ^ t, kv-

E/s

is f1X^dS'17DDL*1'^AY;ft^

Four k,W pubDae bmbp wem hdi in ordar to allow A$P-0hio's casOmm tha
oML°kuttity to ftprem tim optcions regarding t'he ismft raised mdtiot ta18 modified
apphmtism 1'eibyte kearmp were lldd In Can6on, Columbus, ChWkotlw and iiZna. At
the local headnp, a totel, of 67 witwssess offered ny;17 whrmm s`n Canit►n, 31
witmmo in coi=bua, 10 • it tiw, and tdiLe wi . m ca" In
additioa t^ 8^^ p' .us i^ ^ ►era ^iec1 itt the docket regmding the

g ^ '^^ ^a&^ rdha t^ssaet^ d^
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At each of the public b ` in support o,# A^
CQHd'a mod.ffi^d ^ Sp • . y0 ^y ^ ^ ^ bel*U of c*nmmrdy
gmpa eAd non-profit orgardmdorm that pnumd AE1P-OWe ck^a^i^ble suppoft to tlair
or8 ' that t ' ed in favor of the modiffW BSP also noted 6tat AEF
CtuCa asai;ntains a POSUive cwMafie presem azul pronvAes ac ` developmzat
endeavdn tYucnioborat iks wrvice . Membm of 1omi utsapport 4of
AEP-OWe pfopool, arxp '#t woaal.+d nat a1y allow ARP.432tto ixa .. .job$, but allo
cmta n ew jobs as AAP W e ` to oTW its bfraetsuttura t the s!e

Several xad at the In tion to AW=
OWs modified , noftg an h=wm in: cnstmw rat+m woWd be bmidermme in Ught
of ffie cmmat em=k m 1Mmy of these wn aut tbat tovr '
and f3xedbscoae reWmtW =Wnms wvWd be pga ;U y vWnemble to myrak
inwmm Sea►eral viinam alsa uped that the pmposed aappUcaUm zaight i`nxait
cus ' abBitv to shapfar a CRW ero

In additioN manY wI an beWof and coamardal
cw . Tbyre > arguet ttw proposed rate incx+eaeea waxtd be burdensorne ott

wlio cauu* takt on atey ekctdc rate %cremses vwithont off
"lcspeeis ca pwing t^ OntD CUSkUW& Rep " ' eson beWai scboddbbicts
mbo `. that tbe ' e1 E,fiP coald aege A finamial sbWn on schoalis throughout
A8P-®No'eaervlce2 wvitory.

'I^e gddmduy itewing cmmumvd an May x?, 2M2 Twehv w+it^
cozt babaN of ttEMSdo. 10 vdwAso on bbehatf of the 54 `
testimang an hehaIE (A vasiouo tntercr tia the coseL In addidom AbN)hl® offemd
thres wibmm cn aebuttal., The atri cosWuded cm June 15, 212. ]dtalt
biieft axd reply brhets wao due Jmt 29® 2A22, ad July 9, 201Z pea e&g. For those
pardw t3tet Med a bsW or reply boief att , oral argunmus wftv hdd
behm ttue. °vn pA Tuly 13, 2MZ

8. Proredaat

Cht A&y 4, = the ciiy of Hilltard fiW atc,tice nqu ' to wfthdmw as an
Wawmr dw ma"ed ffiP c Also on llr+laq 4, 201Z IBHtN Sed a nakiee siattng
that it hlbwds to ' w es m inWveror in thrse tss The Convnboion finds

.$WA HBUX a wqmb to wiEhdraw m k ad stwWd be granted.
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Z mgdm fa a hawin Qx° ^

-9.

On May Z 2O'!Z AEP-OhuQ ix`od a aiWrazt for a pwWive
tmOwlt ®# 50pP testimony and coaapwding +exlubits of Afrl'-Ohw w*ws
iVebm ccmtearting C*r►fi and propdetszy . on reb` to " ` P'oW
Svia pz9ajwt Muming Point). dA 1'+lay 4,, ZU 4ARAEG Mod a =tim for a prcatective
order retatstng to pmpdatuy • en of .?nd ' uv& Tilm,
Be9den Bxickc, h` ool Coxporatiaen, Lim Refifft and AMG V Alm on iViag
4, 2MZ IEtJ ffW anodon for a ° e a-da oe"g to probxt W and
PzclnidwY infc=udicu CMUImd WMn . IC®vin 3Vfauray`s tesftmy. M ffied a
mdmlw on My $2DIZ for ran&deMa! atens cwmbW in
a tc► ja Ixtaddidm, fWa faar
pzvte.-tive order seling gaote^, of confidentijd arsd pxo^rxl^ unfonrztsitia^ codained
with3n ' m FdWs diroet WWMMY. On I&Y 11; MZ AE1P-Ohia fiW m addi*md
mOtIOU far PrvtBcKve cmier tO supgort the PWWCUM Of tial ASF'-f3leia
hiomaflBCI ccutained '4NiddS ISU wftm M'iYTd3'fr FES witrion e iL1td Exdo'f
witm6{ FEWS y. F'1I1&Uyr oCS. *e Teml1 iI[ eme p3'm . hky 17, 2MZ AEP.
OW aTso matgitt ifQe caat'alfC'+ua#ionof pr ' of eMfta to AfP-Ohio
witnm je,p Godhey, p y ad farth yn ,A,EP-0IdQ'e July 1, 2411, motion for a
pPlatemc" ve :.. ('Y'r. at 24j.

At the Cvfdentiary ' g on May 17, MZ the s the
W-OHM far F'OtKhVB oordee, findhig the kimumfim spedw wmdn tte paxffes` UW&M
cmuti4ike caefiderbA "d . ad trads ee"et udl oeeft the
requuuumAs c d wfttdn Rule 4901-1-24, f3hio A trative Code (O.A,C.) (Id at
23-24). Rule 49M.1-24M. O.A•C, provides that, sudm odmwbe octtersd, pwbecii"
cirdene probgftg publu to Rde 49tn,1<24(D), Q.A>c, "
au#ornattcaliy wcp*e affeC 18 maantha Tbw*ce, cmUmtW tmftft sW be affwded
far a peTIad endft 18 mnths ft= the date of this md=, untfl February 8, 2D19, Urdn
tifiat date, tIw D° lt)irrtsfen doteld maintain, under senl, dYt conc'hti%el d ,
fted under seal> Rule 49011-24M, Cl.A.C., requim any psrEj► wbhivg ta eKWd a
protective to lb am a te =li+an at kAst 45 d,aye in advanre of the ' atitsea
date, brc3udhg a dbcuwlm the md for mtfr►ued pmWfim fwm disstowue.
3f no sarh moim to aftnd congctetitfat treatrnentt Is 614 the C ion may rdeme
t.fb tnfbrn ti^►wOtM prior notine to the p-

in aMd=, (m june 29, = 1EU and Onyet Sled rnctim for e ordtf
regarding i#em conbdned Tnritf& their taitfal btiefs. Sp y„ both the tim for
vuhcli ifsU Wd Ox.nWs axe wdcivg sOMWen" buftneM was *e+aAy 4etermined to be
sotfidssatiat In the evtd . y hmdug and wae dbcuesed in dand recozd. Dn julg 5,
201Z, ABF-Obio Sed a .. for pmW&e ordkr over the itms t3m-at
and .[Ws hwJ4 nong t19at it =ftW prapzletuy ad Erade seco c)n 1WY
9, Qmwt ffied aa addittoaset ' fac pabacfive otder im ft SOMe iattorn►a#im whtcit it
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a#sa inrlcad,sd in Us xepiy brief fitett on jWy 9. 2G?'!2 SimWy, A.BP.Ohxo ffied a modon hz
pwfectin order ea.1 My 1Z MZ In suppatt of Cnati°g vtatipm as it mfttno Ah'PAUldo`s
confldaaW faade sacm tiwL As tles ^^^m-y omwhwn p' y Cmad Ote
. iiart the IBU and Cftwfe tnitu1 brie& and Otawl.'s x+epAp brief
was c fiat in ft Mders&sg► lsaaxirV^ we offim tbis on and f^' ttk-&
cazafJdaz^al testment kA be a&xded for a JS &e +dats of
ft order, tng P,ebtva-7 9, 2tf3.L

Review m4E ----- -'99 ^t 9^^oa

IBU "es tlaat the record ` umpzopedy 3nslludes evdem of s ona as
' ym IBt? at t^at ssvers^ w^ ^^d aa Duke Snergy-OhWe

ta f^►diea^ t]nat ce^t xid^ were approgrla^. IBU alea points out tbs3 a
wi rs^ oxs ^iE'-Ol^iv's tion rata caee tit^rt &S e ° of A °'s
caglte^ I^i1 r]aims tF^at t^e tio^ state that no pany or

.^t ^ay dts ^ a ° 13can ag t^ ^md amordingly, Z1 mqueds
that lh,e ba sidpul^+^ be ai^k

The ,Comumim &Is tiat M'as request to stn'ke pardm of the record duydd be
We aclsswYVledge tla# nal . ap+e+ed to by p&Aies in am

pmoeed4 s&saal,d nvt be bhuling the patfia in othee preaedk*v, but we find that
references to od-Am . tiam in thU proceedtng wez^ Hmfted izisrOP and did raat czaabe
any Ovia ` i

Caft
ttVactan paift tMtOped the stiratadons.

parliim
tsxt with ouBmft

mod 3n Ato. `il-6M3-II4]NC, we also uots t1>e;t, wMe my Wft not to
be bound by the pmvisaaae emitahied witbln a stipulatim Oume ne do rtot
taftteQ °oeL extad

Txi ...addMon, I sFU dam•. . the attccmy exnmLnm ` Iy datt[ad MU's ° to
ery In i4s uwdws to diacovay, iOU sOuSMittf ' ulated to

,A►8P•QNo°s kneasb of the RPM p= for espadty, wlhich IfiU afto would have
proa►iclad Wcrrrnation nPntng dD the bandw flf AEP-C3No's Am" and NkheU `. g
unita,

The C ' ffiu3s the a af Wffi malianq t4 compd
dneovfty were pr,apw and ahouid be upbeld. As n,ated %m ASP-CWs . um
contm the motion to cmnpd, the *m IBU o re1ates to ABP
beyand the pedW of t'tus mo&W RP. As thiese . mlate to the

' of AElP.Ohcr's moMW &SP, vsrs Bnci tbar any the tenrisbmw
ccontv&ned ASP-ObWs mppYdca.bw arz €rrelevant a,cicl tcrAdp to lead to

esa^la inf Aornrdbtgp, the is

C'nJuIy13,2M2. CCC Msda motion to sbsm Cm sped& poWom of AE'.OW8
reply isief at pa"2M 3354, 6"9, 9'1•99! Mrod a A avict
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8v as CICC onab the hifmmtlm 3a m boW on khw remd in #he modgW B5I''
prviceeding but refiects the C ora's Order i med In the Cspadty Coe oa jaty 2,
2M2. CCC slIbmdts tlud the C on las ' y rec ognized pat Is impnoper ta
rely cat dAtm ig► the bxlef f7hst ars unsupported by evidem within the record.'° In this
hvhuM OCC poinfis out Ihat atbd-Ad to as reply W d=mmft tho vstexe
not ps.rt taf the =Ord evklnm ac designaW kte-Rtecl adubits,. a otate-ment by 8mndard
ud Pm's (Aftclamt A) axd the Company's m 6i+m of its ESPJ14SRo test
(AtUdmvmt B) ba8eci im the Comuzdeairsn°s dKisim in the Capadty d'.ase. Shu neither
docunw4 is p^^^nwdi&d ESP rward evjaav^k oac rmm flatthe atbdmmmb
are hmmy wbich sm r-oE v=sed by any exqUon to the hemy r'alc OCC aleo mtes
that Ow reply bslef #rrlur3es dbeuesba of zecut stocirts In tlae Midwest aod the FASt eomo,
ad tlwe Be notlift tn#lIe recprd mSomUng !'he stre%% of t3m winds or the "ty af ttee
cmpanl(s Wistan, mwithatwia hurriam f^ wind& xu*, roeiew the
attaeNnerAo nor .AEP-Mdes . was to crameau:dnatim by thesubjected prdw
nor the parties affwded ara eritlt to rebut the of the
Ccommpanlt. P®r t4me reasms,

oWdmi.
C3CC xe}uests tha A - A ar,t# B and the

portlane o#tbereplgbrW be .
spedfmd

In Its memora daizt . AEPaC?hio Lu ftx dUmsdan of maftm relateet to
the C ` °s Capacity Cam dedsim wece appropriabe notes tt9 it Is fak
to nely an a Camialon opbdon erA order armi remnzabie to c the impact of the
Capariiy Case cat these p ipk as evidenced by °Corimusslan quadow Qusmg the
c9ral• upwomb held on July 13, 2M2, 3n addiiiori, AEP-t?hea po3rtts out tUE eeweral
IsarW rejply bdefs s[sa lncluded d of the W4xict of the OgaiEy
on tle modified ES&: Sbor"Iy, AA'-Oilo totes thstft aftdmmft Ixtdira#a the financial,°
impact of the Capacity Case on AgP D , and that the it ave wndabont with the
Wsthnmy of A^t^ -Ohio whnm Rawkls. Pinal[y. AEPbOT& pwvldes twit Its rakmww
to aza}or atoms thaat murnd t3s^s m=ner x+e]ate to atstww mpwbgom and AITL
CWs areed iFa the t?IlL

The Commissim fin& *A (X1C!a tnotim to s . +of AEP-OlWs re$y
bnef should be denie& The Coinpaay`s reply bW repods tI►s impact of the
GmmdsdWo Order In the Capacity 0m based on subject and inkmmdcm
mx'ojected to ftiersi flc ►m by the partks coazse of tbis pr '

severat of the patko ft Ixr In d%* mVecti" repty
brieb the Order In the Capactty Cese. F®r flu we cowlude that 9 would be
improper to s6reke the pc,rtiona of ABP-Ohida reialy blet 3svhudlrtg Attachmea.... S, which
refied ABP-C3liia's in kion of tha on. ty CWa as teques6eci by OCC
We, kUwlm deny OC]C's nqesest to stnee tte Cassspanp'is nfmm to aecarvt stcam,
w2m ft Company afgerecl support #ae 3ts pomdm ax^ cmamum relb6itity eqxecuum

ty was ax isme raised brmd diw<AE#'-Okn as well as
OC3C. However, AtUdmwd A to the C s replx brW ts a juty+x,. 2012 stakawt by
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Stmtadesd &1'oca'a mwc'dm the et£ect o! the Co &e pty Cw,ge, Ord,msd
should be . We find tiaet the Company's Attd A as n®t part of ft mmd
and shcul,d reoti conakkred by the Comninion nntWs Prcowdx*

Cht Idy 20, 2M.2, OCC/APINf Ied a rttatEm to Wke • haEavetoke tf eeveral
ilenas contained wMai ft record of tle CapadW Cast, S" y, 00Cj
edaninistatlve rolice of . 3, 9, en,d 12 c^E the tw4many of AEP-ClhYc ► wltus
M 19-2U of the nebaatW teeftmy of AEF-IC^ wgnm Alm paBe 3%
34835fl, eincl: 815 of tdve lmxsng . % and AMI'-OdO°s pwbbmdrg ?d#ial md teply
brle[$ OCC/APjXopbte tWtiae xecatdshosald be edtoMude` .. . in
order to have a more m glt mord on anues pauMbag to cwtww rabm Pu&w,
OGC/APjN state ftt no partms wovld be pr*dIced` as
arcvolvexi ia the CAp"-. e, who had opportumfin to exgr]ain ansY sebatthm itma

AEP.©ldo #Eigd a duaze c°esntzns OCC/ s : on July 24, 2QI2. AE1P
CfW arpa that LaCC/AI'jN iri ^^^ly meks ta dW ' #zcto tle rzorri et dxis
late sta►gtt, is not on1y itta `ate, but adw unnicomy as thween no to
ttm psMeecUnp ewept Ylw Cwmgwlm opkdon and o =l Mwarb* A13P-C}hio
noto the Comatiesion I= inbandbrg its p but pobb vA dat
the smait subset of Informatim caid Weve a pxejazdlt3a1 affeat to paifim and due
wortd re"W ftt adw p . -be pwadtted to add atlter itfmm to the record. bn
addidOn, ABP-Ohin O?3aina #tut OCC/APJN hsed de oppmWaky in the 99 pmmdinp
to haxthex mxplme areas of the C `ty Case that wehe reiated to poib of the Med
OF. .

Ort Augae 6, = FES aIso Bled memorandwn wttre O0CJAWs nwticm. On
Augud 7, 2M2r 0CPAPIN izof emotieat to sh*e IWg awwaancimcn =*a. in
satpporrat of its motion to aWke, 00CjAPI[4i arpw ttatt iE Ned its ntevamnalnm ttxttra
17 days after CCCIAP)N #Iled its meeim pa,st the pronedu,ra1 daffitnm wwawted by
attorW "Mirar " issued i4pril 2, 20M The C=xeiWon finds that OCC/APJWg
mdat t* *&e PWa mwwnmdmn casrdm 00C/APJN"s mliesr, stodd be puted, By
enixy bswd Apzg 2, ?.MZ the attosa ►ey ammim set an expedited preNaedwut scwule
eMablOft ttat anymmt . cY ►ntrabeffied wWm five calmdar days attertie mvice
of any motiom Thavime, as 1m lited its xnesnorattdum eoa,tm 17 days aft oCC/APjN
fited tYs mot€tmtt, 00C/AYWs motion to sfi^ aia be goaneed.

Tlae °'an Brib tltet OWe motion to tdo adM° ve atotice should be
dm*& AW-Olda y lokft out fi%at the ftft of OCC/APJN`s rmuest ts
rroubtesome aeut pr*W=mft W'ld3e eiw C has brond to take
a ve notim lt must be dam in anuumer ttM stow not kmai, or pMudioe any

tlw m patin,g in ibm prom ' Wexe the C. , on to tabe
Roft of tt6 of idamadm wewoukd be aBowirg a party to supplawt
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the in a n*kndbg . Faax*er, whge we wlmmledp ftr patfia rdY
on " Coma*mWs oade in ft Capedty Case, as it spmU for ibwlf, to s +oa►
itws im d4s proceedft%^ to axdtmvety adeet r,arsow mid focused ftmss In an attsmpti t,D
supplmmmt the rouad is tiot appropriate. .fmrctingl,y, we adany o. a mti4n.

IL A. La+w

C b A p t e r 4928 of ft Revised C o d e p r o r t i d e s aec ' of mVdation iA
whdctt Spedfic pmvisaotu weft dedgnad to adymm state pDUdes of to

ta,, nbable, an1 xmmably pnaed ° mxvlce 3n Ow corftxt raf d .electac

emudc ^^ copbmt ^^^ ^ . and ^ ®,a ^k thedWknges
wnff be the ^Y. .. V8 Ai1

S.^.°^Q^ .4 ltevimd ^e, .. ^ CSd by^^.

_

.N$ii .f.L ^ 221).

SeCbm 497d3,QZ Raind Gode, dates thatEit b the poidcpof ft slak Wff ahk Eo:

(l) Ensure ft avadabMW to caremim of adecputr, adIabla, saf'e,
efficift, no;udfsa ° W, and rewp=Hy primci mufl
aeleckkservim

(2) WOA* the av . •#.y of unbwdled and eom
elect& .

(3) Bnsm diversity of ekc-t& supplies and suppiiem

(4) Emourage °smiovat^m esid for . e2tiira
w"1y. and dannand-" retait eleictric . iarluain& but
not Bmikd tD, de ds oan *ae.

vWzft
Hated prlrJn& ad unplemmtaftn of advowed

txh= (A ,

(^$ Ememp cas4 ve and effi to hdom-otka
rePWbg the opeOtioin ®f the 3m and disWb+stkm
sysom fa azda to Pmww both affectme mdww dwiee and
tise devd . of p e darrdg ad brgeb for

(6) Eausun dWdw reW compedtion bFy a.vofdft anftompeftve
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(7) om apust ttru+eascx7able a+Wea
pracbm,vwketd d % and

(8) I'tovide a meam of givatg ,ea to . that um
adopt to powaw fal nwndatm

{9} Emvaap i^pl ^ta of ctiftlxuxed generatim'acrow
cwftmet by x+av and updaftg rubs
bma a^ as ^ ^^°oa^, at^ud^ ^ r44
nuteft.

(10) Psoted " po . `ow Wudhi& but not Bm3tod to,
CMddfting the kAptaMgfiatioati of any ztew advt whm
^r

14-

tn addi#iau;, SB 221 OMW n 4928.141, Revtwd Cmde, 'des tlaatwbkk
veffecdve Jmuw 1, 2W9, &ct& UW#IW must prWMe CMMMW wltb anSSO ' ' g

of sldw a vwAut rate aftex (MQ) or an MlE'. I1sa SSO Is to sexve a,.a tha dect& ufMtp`s
default $80.

AERWo'® awdified aV pptuxdi^an in ^tCiis ^rro^ediag propom ea:; a pr^rsraant to
4^:141. R '^ ^ Wy^ {bG^®q pfh ([3} txE 141, . . CD4

the Coambdm to hold a heminS an appUcaiiosa Med rnder Secdon 4928.9143, RavW
C'bde, to send uodw of the heaft to the elecrtc utfty, and to pWM xwUm iai a

8pW ci gereW dwiladmltfi eAcl1 COt$Y1ty iE1 the dedr$C utility's

Saemm 4MI43F P-ovisO Code seta onxi &e r®q " ts for a;ti. . t3ra=
IAzagro1h (0) of Sahou 143, Reviod Code art BSP nwat kwlude - n&dng
to the supply ecnd pddrg of gmratfc,n mvke. Tha ERo according to pmsgmph (O3d2) of
SwOm 4=143, lt il Cc,de, may abo pravIde for tYw autmatic recavery of mtWu
cw% a rommame Wkwmm for ceftm conokucbm wmi un prggms (CWIP), an
unav 1e wxchirp for the eost of ceMm rww Sonmatim af oondttisszua or
chagn .relaft to cus t.*4ppin& automatic u= at demans, pwvW*lw to
altaw eecmltizxtian of any p 3u of Om SSO price, prwWww xek&l to tr ° aozr

d eoa% pmvistme related to disUibuflon smkp, and providona .
dwdopment

Tiue stoluW as i$ita# kte Ceaunbskm is nqWre d to approve, os' nwdvy and
appme the FSF, if the EV, " its ptkbtg and all atfier tomns aAd COMMOM
inrlud^g dd=b and Eutun xewwey of d h letoxu Eavmble in the agpePW ea
c=Tued ta ft apdad nsttts that woutd othwrwhe apglx in an MQ► under Sxtion
4928o24Z R d Cb& Jn W&" ffie QmmiWian mud reJeat Ou W that whtdm a
numu=w foxCWW ar $armw If the beneftts dafvectfm attp purpon
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forwhkh ft suac w Is estabtithd we no4 resaved oxm-ide a+agabte to gum #hatbear
the s e.

& ' gf*C A ',an

1. ft Eft

As paat of {ts modiW ffiP applimUmi, -Okuo propom frem bw
generatian ratm uaatii all rals ae estaMisbed ftough a comPedtWo . PtOem
AEIP-QNo maWtaiw t6at the #3x^ pddng to a beto antomm by P

^' pxted . " . In fiuii. e^. Sactidta 4428.qA^, . Ctad-, ,AXP.
fOhin ° Uast wh`te the iow gemadon rates vvM It witl ydambe f}ae
O=ent lqr► -- M, Ittv Ccst Rider (E,TCM) #nbm Oe base germtdon
ratps, vmhich wlll rmk in ft e33nninatiot of the ffiLM AEP41do vdtnm Roush
provides the cdmge €e mody a roll in and wlll be °%1]1 neutral" for e►ll Obao
+cvgouma ( Ex.118 at 8; ArsP=OMo px,1.iX at $0-11).

WhUa llEi'-C)bids base Vaun&m rato wiit be #.rtsm ander the M`W ESP,
AEP°Oht+o wibms Roush notes, that the generatlat ratas sre d on cost t+e12tio
aasdlsieludecraas-s aaon$ iariff don wlicY4 upan c.lasststes bmt arct axt
actcUMn, May ressat# ki being aisss . Mesy W"cted by raste
dongo . 1Vdir. Roush nafiss #hat mMmidd cwtwm with high wlaw usap may fa;ce

but tbat a poozble solution reay be to p t lower rates #ar high
wfiftr (Xd. at 14-14 .

OADA supports iM adopftn of, the baae gamdon xabe desip as propos4
ativomft ftt the tmty in *& rate dedp Is bwdktd for tS-2 mstmm (OADA
Br. at 2)- • OCC and APjN claum that broan baset aa rafts Is zeat a benefit to

', as ft pzke of electridt,y dhnd by CRES providexs bav+a dwlkted anrl may
eomim to dedine t1vmgh the term of de ESP (oCC Ex,11i at 15). c?CC aAd, APIN ebo
ptirt out that tiw ixrrlusin of nuamous ddm, indudft the iftU subà1!'ty rider (R%)
and the defural mded Ln the Capaaty Casc +will mait fA hmas" in the rates reWaUW

ma io proLy. A.t'IAT Sr: at ,'

TM C'anwUs3m finds that o`s proposed base gewmdm rmtes am
xemnalble, We zaoe tI'sa# l4EP-CWs .geetere,tian. rate dedp was ScAeaUy
unoppased, as most parties mVpotW AEP-OWs p W to koep base gmaidw rates
frozer+;. Al CCC ms8 AFfN cwAude, that the bsee geraraHon rate plant dces not
berwfit customem OGC and Ak'}N #aOed to ltastify dwr anordm aancl offer no evidezve
vvit2dsi #he racard oOm dan the fact ttsa;t tle modgM MP cmu= seweral rldera.
AaatdhVy, the mo ed BSP't gsr►eretm ratep should be appa€ved. In addlft%, aa
AEUX& ralsed the pomMMy of d^ rae tmpads o9a cuaftm%ers w3hen dass
saft a2e aet by ancgm we d3rect the a" cmmtws to etmblbh a naw docket with€in
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9t3 days frolki tlw date of #ble apirdaaa and order 8zfd lesne m et" e striblbWng a
$ pwudmW LedtY1e to A0'NY Smff ad any to Co3tiW6r nmm to mkipft

any PONnU Advem rate LugaCu for setbp ai1z.am Fsimar,
the .. reserves the xi& to itapkment a new bae .oot rate desip on a
re+rwm rmtcai baasb for all cqs at any tbm " t[ae #erm of Ow awdifted

6 s '

^ 92 dAd, ft* MM^. f ^^9, & -emd&& Y*M 74

(a) bd A& t ClM

7U .m ...appmed *e Cearmt fuel (PAC) nalMim in
the yla ESF 3 to Saftu +192M4 xaj, Rx+risGd Cvde,a In Ws,
modifkd ESP applWmian, ldcareqaews amtLmat3.m of the cammt FAC mechaa^
with mWitimUm. The Cm4my p to mWify ft PAC by sqamft out ft
nmwxawable est of Ow fro«l daun W3 re^eec3¢ig the
xW oWm thmugn:*& newly pmawed aftemuve rider (A^) mehanim The
Cm"ny m4^ appzmal to tr* the CSP arA OP FACrato iscto 4kmingle FACraM
eEEecttve ja►ya 2Qi3 AEF-0$4ao umm ftt delayfuV wnfkatmxs of the FAC rr►tt►.s untilram M,to . with the imommfttion of tlw Phawln Raoiway PMer MRI
Iiumits dae knpact cn both CBP MA t>Pram. zarim wiiclx U in a net in mtes ofdamm
$0 69 permegwwatthm (MiN'tt) £*r a ^d CSP dm vattar cwmum e:ed a rot
hmsmse in rates of $0.02 per M+Yh for a tgpicaal OP ftrmdmion voxtage cusWnuz (AEP-
Obia 3#xx. xI; at."r6, AM-Cfto Bu. 103 at 1420j

Be ft *umy 1, 2014, after c SePMAAM is efttave, ARP-6Jhi<a°s
Scuntion afikte, AEP Gmw-t€m Rom= Iv. Pwamuxm), wffl bM AW41ua ds
adug tug S in the saM mmm and dftfias y perfmmd by AEFOhic, and
ffie eoSts wllI miftcte to be reca+vavd ffimugh the PAC, As a cmpnUsd of #^ modified
SP. AEF-{7Na propom that as of jactuaxy 1, 2t415, a1t meW a,nd capadty to sftae the
C=Van)(A 5SO toad be supplied by smctton, whavqm the PAC . w41I no
longer be ne . (AEP-OW Ex. 103 at 14-2a.)

in OPPOatim to ft pAr, ()rAe.et arpes tlwt tI* FAC baa cawsecL st ,mt
Wwmm in tiw ecot of dewk .,"' 22 pmet for tM cuafomrs sime 2031.
f3tnnt Ulm 8at ft cowmbgon tnszper ft im.paet of FAC humeam aerd izpvva't2e
ftwSpUrAmy of the cause fot hvreasitig FAt: coft u wel as rK ` the FAC late
Zigq, to avoid coA shuft behveen low lwd iador custmm aM bigh load fator

a 98.5 pezr.ent load factar matonw, mem t6t it pays an e"at ohm
of ft PAC ag a cugwm ftt usas a11 its etrergp .CA-PeA As sr-k Oran►ek conftnde
that the FAC rato dwip vioktog do prndFZe ci cost cauaHm C1ruL-t sa . ttrat ttb

^ LaraA ^&i'itkderWE^-75 i^^lj.
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malffied ESI' premb tha C ocs wt3t the csppcigtssnltgr, as it is widbut the
Tan's kur3sdictan, to rededp the PA.C, such titat PAC costs an sepmted iato

chargea whic}i seElect cn-peak and off peak tsaga. (Uxamet EX.106B at 19P t3rneat Br. at 33-
1"r, t?raa't Reply Br. at 1446.)

The Company .s that Om4's aVmenta on the FAC xeHect bnprom
calcWatiow md is based fa tted PAC rah-.,, Palm imp y, A^€''-CtiW pomts
outtlut the FAC is ui ft bondcrrc adud PAC costs akmases isddeFAC rate
ramtot appx+apmtely be addbwed to ft umMed ISP. C7ruwt is saved by AlF-Oltic
pursuaint tna uvkpa art t ae ►d as sucYt avchts dwges that otber sfirWy sstued
castmnen pay; havew, the Company req that Om* tiot be pmadtted to avoid fael
sosts. (FiEP-t)hio Repiy Br. at5-b.)

Tbe Commbdm notes Oak cnnvntly. &=Slt ft PAC mmoackmdam, AE¢+-Chan
recuvm tty iwzaxeed fud and assoclaW <osts, Wndfng tobs .wlated to
a W COW3!®scp, p crta#a, aWsdon sHowimm anu1 cosga
aswdated 41i1t1! C'w We YKft Ut„ shme j2U1=7 1, 201^, AEP-MW IM
been ea U !ts fuli fue9 expense and no fwdw fuei vqftm at* isebg deiasred.

V4We . s wgmmnvs to ou" WY xreqaest tfae ssmftdm of a fuel
rate cap on the RAC a to nvin the FAC xata The . on rejeCls Or,onei'sdedgm
request to review and vedem&n therFAC. TRce FAC rate eara is monded to aChal
PAC casfo mb qua-ter ai4d onnw8ty audked for acwmft aomracy " pradayl.
Furdmuuame, as ABI.'-Otsao rwtes, e rates ae setpummtto Is urdque aT
aa OPPOSW to r.$o Coanpaay's SS1► raw paid by odw Ydgh ioad hdvstrW aud muwcrd
cus ,$y way of Owwft wdipe . w Omaet pxov3dW some rate stulbllity
and rate caninfnty ozact we m rw nftd to redesign the FAC f,v Ourees benefit. No offia
iintav took fme wbh the caaanuation imd tke proposed, tiou of ft FAC
'flw C=fiWon finds that the PAC roo shcruld caadittue oc a aWaraft rate zone basis.
We note 'tt+af thQxe are a few m 'oaa prnc dhW pmWkg tf.e►t wift, a4¢ect the FAC
xaie for emh xate zw.e whc1t the C wilt be berm nviesned and'
adjuW if the PAC mghardsm remain . habie. Fur6or, as dbcQwA below,
nwintak6g pAC rates tn a sepuate basis is neessuLty to be c at with our ded"
rrtgardbig racavery of the PtRR,.

(b)
As noEed abave, .AHf'•Pxaav Fopom ta begin rec^ of ted

with vmewMt WWW p (W1Rs) oar RBC pmbam by mam of ttre
new AFsIt medmdsm to be efiest3ve wath wsi modified ESF! With the pnVand
mOdEMOM the C. Y Wi72 CCAWM to secovec the morU ax-A capadty *
of mwwable eneW cost d tlhe FAC, nra ft FAC Wl1fter ft FAC esid%

wgY and ftPKW ted Wsth FMAa wrM be st1d ittto the PM hiterconnectim LLC
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market od '. the toW eastci t'n RSPAs, with the balam of REC expam to be
recovered 3am t3szettgh ff* AER. AEP-pW,q propos" taat the AER be
bpp for shapping cas . T1v Coaqmy also proposo ftt value tlee ME is
gaat of the MA, the value of each componat be based an the ze3c3ua1 the
nm4kti1y avmp M mar°kat prke to vaieae the meW sompaonazet, the c;agacaty wiiE be
valued using the prie atwbkh §t can be sald tnft t1w PjMnwxlcet Kod to xemOningvalue

' tL, the cost of the REr- The AER to AIIaA)bio, iswoWA
ecandMent eift 140)(2)(a). &vlW Code, aM n .' ya partial
aua ' of the FAC to provide greater price 't,y u£ pru y°^ UC
sv exx$es mtdar 442B.64 Regood Cod& 'i'he wilt .cnalcequacfiexI.y
filkigo, in omimxUm rnllif+, Oue PAC, to facdftte ft audit of ttxs AiER. ASF-O%o re.seoAs
that tM aftlr a of-the A16t for aewvery of cosEe 3a uncontest4 r , attzi
should be apgroved. °I1te Company spes coAthwAOon and udfkatim of the FAC and
devel sM tnV dri of the AM ia r e snd shonld be agprw+ado
(AEP-GlrhiS Ev.143 at18•1! )

Staff andorsm tlw Company's requem to mntinue and c*nsdkbft ffie FAC mtes
fae CBP ad OF xa.e zooes and to mdasKfy the RECs wd REPA = for naafty
through the AEti, ae psopoftci by the Company, Fttahrever, Sbd remounoub Ow auaual;
AER, sudit procedures be ess and that ft AER gLudit be mtdncted by the sam
audafu and in "aat with the PAC au,cti# to detenrAm *e apptopdatmm and
rewvmbMq of toets as a gszt of ard bdwom ft AER and: FAC msetiardwis. As to !iw
alOCatiet►n of rmt r.omposmts, Staff ,apm with the Gaaapaxtys pwpwd to allocate cost
compmmb of bundled products but sug6eaft that the audftr deW how to laest
dd=Wm tM cclat com azad.fiow toapplyft a!locWaantnspetik dW*Nwo iA the
coniw of the FAC/ARR aud#tL Staff rea and the Company agrees, that the
aadito's atlocat#.aEn pmem be applied to ABP-4Wds rememble generation hona eiwdng
serwaaoafacittttes„ (5taff TL 104 at 2-3.)

1Vo p" took eaccaption to : tlhe innpl .oa of the AER medbu&m As
proposed by . . confimation of t3ue PAC wd esta nt of the AER, tbn+ough
this modified ESF, b with Seedtm .143(8)(2)(a). Ravkied Cock for themndsbnt
recovery of pmdfttty kucuz-ed Eael tasia antfud4elaeedtots azid aliernsti;ve fteW and
asodated cass. We find the ^ 3es MpoW to '. ttme PAC" and acf+a the
AEt to better aodrguish fud and aHetsotitae eneW costs to be reason" and
^opz aft duztag i#ze term of ^ modT*d BSP We approve the m t#on of idw
PAC and iutp tioaa of the ArsIt mahanisaw censistmt with the audit
mmmmmubfims made by Staff. The next audit of AEP.Ohio's PAC aball alw urlude an
audfk of dae AER mec[xudsuns aud tPe alloca#iost rxtWiod for ctms °& ft of the . A

pnmnfs azrd dwdc teqectift v , fic all other reepwts, *e C on appratres
the cmitinuotiant of the PACrata mand ft angonaf tfreAER rate madwdsm
fc>r sah tab zwo.
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-Ohi0 gton tha$ it COC9ducted a request for propmd tLs 1 prOCi'9.9 to

caacpedti,raly bid and m aaidMmW renemble resomem As a cmtt of AHP E71do'$
veed for fn^"te unowab1M AW4)Jav cacdy coals3 .. bu% fez pmjecb isi t)hio, amct
-WdtYbately► sdected the pwposd tram Pauld^ for ffa 'Iinsber Road wind fartn.
SpedficaRy, OwT"miber Rmd REPA will provide a 99 MW portion of Tiu*w
Road's eledtkal tsutptai, copedty and e =ta1 4thftw fw 20 pers as necftswy
far ft C yta meet ita Y b!e bwbC . as requhW by

. 3, R ° C.6de. (AEP.oldogr. 1o9&c IO4s, h,aidingEx. xm att,4.)

A& ftt the 20-y= a lag-mm . . by *a
s1oveloper, aeslucea ug firoat coms, and Wlom f+x priee fnt AP1P-Mo cwAmmm
ftutcii% O&M that aiftugh dw pw)tt Is capftd L- dw faet dw 1thme axe nr fuel
ms#s equW to aa scaat vaaiabies cmtung ImWtam rI$k #nc cutwowm AEP-
Olhia aWes daa# tM ']["=ller Road REPA P°avides the Cmti and ita cuftztav^ vdttt

to affwdablemwwabk erteaoy fmm an 3n^tat^ y the ftte polkg►=Cew
to °'te ihe sta,Wa effwdvawss ia the gtoW ewnmy, Swtton 4 , Revbed
C*de- {1ME'4)Ho Ex.104 at 1648:P ' Rx. iM at #a.)

Staff sUgpods AiP-OWa"s REPA with PauWkg nd the Tbnber Road, conttact as
teasotmbk md prudant, flccvtdingly, Staff advocates its apprwai and ftt Affi'-0I-do be
pandfted tv recom tob aswm ted with emrg, capacity, and RBCs oudined iue ft
conbvd° to atmal FAC at►d AER aazdiSL The . agrm widh S#aff that ft

of ffie Thuba Road REPA shwsld be mb)ed to the FAC aM AEl1 audk a^
ogwad In the ' . . y of .AEp'•ChW waErew NdwsL AHP-OW* oomnits to acj*iq
RECs to nva# its poef+a1io xaq ft on bdug of its SSO Inad and to reavvar tbe caats
&-+ocagh the AER om the 1FAC is . ftd. (Sbff Ik<1U3 at 2,3; Tr. at?4W2499; AFtR
Oblo Bx.103 a11$.)

'1U .' aaa. finds du* the tostg -bem Itoad. RWA . . diversity of
supply, omubtw w.ikh atate poWes set fath In Sect#on 4978AZ Revued Code, ,
based on ft evada" of mcoA the Dniba Rmd ps+ajed boneSts Cmio cmuuuwrs and
ounoift the atdo ftvnomy. Aoco y, the C=udWon finds It reasonxWe and
apprnprAre to allow the Campamy to mma the c+oo of the rmaber Road RWA twoagh
ft^^ ^PAC/A3R aroWyanismw

a

ABP-CYWv ai a non ble, Gewmdcm liderPawum
(^t,} Pumunt to Sftdm '14B(B)(3),, Revised Code, to temva tke cost of ,ww
sawafim reomm W & but tu:t 1lndbed to, ` y - thm the w Ymwmble
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avvm or opecaoes for the bextetit of Ohio cuskmww At ft SMO, ft C-amPAnY PWPDm
ft as a pta.c+elto2dc and egecto that ft onty pxujact bo ba imludecl ir ► ff* GM wa
be IM 't'un*ig Point facft awming rxed ia aWAdW in Caee f4Toa.1tM501?s'-FOft
aM 3M-161.-PC1R.F To be clear, aitfmgk the ypw` an aftate clf the

ue reqummw* frsr ttae'JfmFrnbtg Point pxjecLas . by **CmmnWm ABP
Oblo is riot mg r .. of any coo foor ft T' Point faStq kk " ME 32ta
Cae;epany xetu that ft GRR be eiNbiiioW at soesa witb ft amomd of the xid®r to be
tfe , and the mudnin fttttcuy t+e ts to he viet, aa patk of asu; ent
ComaiMon pr (AEP-Oflo Eic.1Q3 at 2D-21; AEP-ClWo Eac.ltt4; Tr. at 2514, 599,
1170, 2139L 23l4D.)

'UM ezreauraga tlw C °on's appmal of the GRR as a tmy
medwgsm gMuat* to ttle autf=ty pmftd uncfer gectfcm 492814'3g8}(2)(c), Re*ed
Cnde, td'ad.opt a nmk^sls starchuge for new efectric g d^sa (t3Tfg fr, at 1:2}.
NRDC and OBC support the d GM Wading khe Tieabes Road REPA and tM
Tur+Xing lPaint projed, with catain rnctiffiradans, as ed uxudw Swdon
49N.143M}(2)(c), Re+eisa+d +Co& NRUC and L1BG rwmmwA Efsat 41u• Gn be Iimatied ta
only . azed at . p"ects or qtWffied dcenq ft, atefftgW
alsa ze^ umd tlAt the Company develop a cc •g system to eetsu=e tla aboppft
anbmen do zEVr pay twice for rawmbli- . . av.ttbc ena age imm 69 AEP-oflo
coW;d; =aCetbe iECa av,ail6le to cM pwvid. ^^ - band on ft CRlM p ° s sfure of
ft loaa suva or by UqWdating trte RBCs in the umAmt and aWiting the mvgm to Ehe
GRB. (KRDC Hx. ],tt3 at 11;Nltt]GJC}BC Reply Bz at 1.)

H*wever, wHie Staff does not fnzesea any nwd for additIonal generaflog ► by AMP
tJlria, Staff aau! UTM arknoow . aad endom t'he ad k of ft GRR .. .macbwdsm to
fadHtate the C `vsn's allawam far the 0a of rtew attaat 6cilitto
(BtaffEx.110 at 7:Tt it 499; UTIE Reply'Br.12),

43cti i•ht. otfw 1=4 uuarmer®aas ia-Aer+rerqrs o the AdoptImn of the GYiR. IGS
sequesb that the CmmiWAm rajed ft ^ or if ilt is n^nt re)dat that the CRR be maete

'b1e or wmMed so ft bmeft &wrto iboppft cusbmm (IGS l5ac.101 at 27?8).
iAla1 fvPart XV=ft that the QtR notbe isnpoad on afspraeral.
of a ncm• . Ie GRft would viaTaate cost ewmtfm ° ea, sestd, mn, incmud ptice
slp4 arA cmm ah .. catomm to pay tavttce but veodve benefit (Wel-MutBy.
1M at 5-6).

A " CompograndsU SWwas 8W Laongodtec " fizkna . t
of t8e mpkmmb of Smftm 4Mi }(c} ofd Mft-4 Roind Cadg, wWdt zeqdn AMF-
Obio k dbeaIa alee"--t?m eoLr ia OW dw Comadakm *AUM
&rd fisst 1e a umd for " 40.9 MW Tun&g 1Foht &lr pniat 9ffie in f9sedame
cwls ad
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ftffiA eavct Dkeee ewiend ftt gn GRR wM irn^ubgt tlve powth aE` the cosrt .
retaU &Ctrk zwicet and Ao1ates ffie suft policy set forth in Sest%an 4928.QW, Revised
Code, whkYi pr ts the colkioQa of genenvion?-besed rates thmugh a rcn- bia
zidex, %UWArly, fGS reasons thest the GRR zs in0ended to xecovnrr the cmt for no+a

tiare to sme SS9 ewWnmm and, th the GRR m s to an witicoatpetitive
aWWAy on CRM prervidem for ft bewfit of . petiitve zftu crr,
ammftg to Wal-Mk% . doppirg cotonws to pay tvvkv. ICS "wmnwds *At
AEP.Ohlo develop mwwaMe on ds own aAth reamay tlaou$;h maket
pucec RESA and e& AEP4Ws zequm is premature and cmates
uncaWrq ft m w1o are also fequireii tm cou*Y whh Ahio'a mwara6le
aneW Iasr s . RESA and, Diaet cxsnund ttat to the wftnt ti* Coavrdogm
adopts ft GRtta the Gn shouM aaae be meeW tD sh®pjaing m .!tT's5A aid Dhvd
ptopm thatits GM be ftt at mm a=vdi= m oftheTuxnin$ pwlect arotber
fixWfws *ccsas ixt a wparaw caw. (REA Zx 102 at 2Z RESA /D,ract 8r.18-21d ICxS
Dr. aLt 13, WatAlsft ac. lULat 5.j

To mslcethe GRR . nhopping ansi xao.t ging awWnwx* KS that
AEP-Mo aD the generated electricity on tin nuAmt aAttx arevmues to be
the GRYi or the r e eree:V creft used to xneat 0-itasqub for ai[ castowAm
ICS noto that ALP'-Ollo wi dat cedWng the mvexaom a the GIZR fs
reasmNr. {IM gx.1Qt at27-2B;Tr.599,11ls9-'i'l70)

OOCr . K TEt! and PES cmtmd flmt P 4'hiv Ivxs ' iiatdy mdlAted
3iM1m uramlaled 9OAtM .SectiOas 4938.14XBj(2j(c} anJt 4MM, RevtW Code, In esuppart of
the GttR. The gaals of the two aeedara are dWerent ditng to ft 3nbetp Qf the

t^sd tnteevemL They oontwA that the purpow of
Code, ie to requiice ^ distrftUm ea ° and CFM provulm to comply with
x . le enfta beauc and p^gnph(R} ofSe^4M;64, Code, dirwts
that cxo irwarred to mmpiy with the rewwoMe avW baawlmwlss " be YjypmabYe.
Whaeas, e1t% to ]E17 and FB% Secfm c), it d Cole, te t3le

an to i^plenerat a anmr^t afety valve under specific ze fia st^ t7hia
` oral gemaftu ^ noes Lbat AEP-Ohb fa suffi denk ewV and cspacttjrmqtm

for the fomwWo fatum IEU and 19S bftupxet the twao Mattmy paovisiozta to
. tirrely dmy nrAyp le cost recovery under Secdoat 4928.7143(B)(2)(c),
Code, for is Revindle W ptviwb. IELT and FES caadend 1hat deir in -- is
couffivied by the kngmp in Sectim 49281 Code, whkh st,ates
"Notw&ths any of Title XUX of the Revlsed Code to the cmtraYy
e=ept . a^^^ ^ ^ seetion 4928M... w Thus, M xeawm the ConunWan is mcpzudy
proWted from au ng a pwdska of an E.P wMidi cotOcts wM Sectkn .
Rwind CDde. (FffiBr. at 07-ft, IF[T 8r 74-76, `fr. at 22&227.)

P'cadw, MC7. EM= ICS and l1PIId atgue that the etatexte requh-es, and AEP
t3hia iu faited to densom the n for snd the tw= arA condfdoaa af remay for
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the Tunft Point projmt In thls p kq pmsoant to Secdm 4978.143(0)t2j(c), Revised
CodiL F'masUy, IELr su °ftt AEE'-ONa has fsged to offer any evidence a to the effed
of the GRR on g.;ovext . 4s1 A tim as reqWlvd izt smordance with &
C °s olflip#ioxn under .'n 4425 , Revised Code. Fas O^ese re ^iEtl',
[SS7/ ^y ^O1RK^ ^N request 4A3C36 the 4.Nib0^ya^ ^Si1F ^ ^p^ ft GRR be

denied. (Tr. zIm. W-sr^ 2(A6. Dr. at 87.%- FM Reply Br. at 22•24, Ics Reply
Dr. at 54 tCC1AP1NB9r. at 84-0. ML1Dr. 74-M)

Staff ttoties tliat there are it tiumber of sfatuf^oay seq nls pursuwJ to Sec3fon
492M43(13X2}(ca, Rabed Code, t&t OP has nok sadsfied. aii a part of ft nvxU6ed >walP
proceeding but witt be addreamd in a futuxe proteeft Mudizg the oat of the
proposed famft, albtmtives for ss g tl* t ►-mate solas a+eq ,a

tion tlutt'T ` gokd was or wilt be sm=ced by iL vompeWFtr+e bid ptocess, the
facility is newly used and umfid on or after lanomy 1, 2309, the facility's ontpat is
dWJca^:lisd to t3,idv cons=isa and the cost of the facUitps amon +offies° issaes, Staff z4tes
the nftd for ft Turniq Point faeffitq tvas been rai" by partbm izt a€woUm ew And a

. . by the ^ on is pmd3n&+ ► Staff ar►p w tbstt thesta" req. !o
would need to be and a dedstm made by the C,cmriissiq, bef®re re.coa ►ery
r.attld conunave via the GRR metim6m ,Staff suggests that Ft is In 86 lubAre
Wmeedkig tio sturald ft-plore whedw the GRR shauld be ap,pUed to shoppingpwtm
COWWAM Ohff tbt. 206 at 1114 .)

FB5 raqmMs %at the hmpSeCtisxn &M43(EkMc^ Revised ®rnilx
amy a d dUcreftn of the ConwAsska to conalder the requirements to comply vdit
the sWnte ouWde of the ESP cm, as AEt"-0hfo and Swff o0es. Nor is it mfOdug pdlicy
suppoxk, 's to lEps a::d 1£;% dw antxuen may trandtion brrnm shopping to xcn.
ftpptng tsnd back daaYlng tlw umM iife of ft T Foirt ' aa ° d by AEP
OhYo< The irdav -O&afa ovealw&s tlhat^ as prood by the Ccampa, the
Ivsd of all its nan.sl-.oppitj s a►3li be up for btci as of jbw 1p 2DI5. Witt► that in
mind, FM'pmdes why mdomm of AEP-Cdsio +conapeHtwo dundd pay fas AEP^Oliio
€asMft aftm 2u1ay91, 2Ms. M Reply Br. atz4-25; IGS Reply Br. At4.}

Ul'lH notes ttiat pastiss that oppos+a ft appaovral ot!f ►e cRIl, on ft preamisa that ft
wi31 rvpke shopping t°uatomera to pay hvxe, overlook AE1'"-Ohio°s propoed to Wlmto
R$Cti beh"m 811Qpphg arA ZtCn-s ` C[lst0amne to sA ft evig and {apadty

^ the T^ P19^'dtt ^1tJ! into the ^ and credit $^t uwmcdm qah* the

. and t3BC rapand tbat- it Is dimngmuom for pardo to argue _*
eOabBehIng a p er zWex aa a part of an ESP is unlawful. The C . iam has
UWPW .€dec ndem In s+ssresai pwvim n akM for Af+E'-CMdoy DaTce

® ' l+t^ ^1Ram^1
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Emgy t°3b3o aid dhw F ffir - ca= i Pnrtbm, arid OF.C .
tYaat na POrtY kas waIvad ift rI& to patddpate in sulmquent GRR-related pzoeediW
beEore theE' maxissim (NRDC/OEC Wy Dr. at 2.)

Ccmpany tMtfour intecveness support the adopdm of the GR1P and of
the ftm su Wo wqued mmodifications wTIkh a+e mmpmm y poposed
13ytiae Company.

P'wr^ AEP-Mo addmm the aMmma of FM aid ffiU tMt Secttm
Revised twode, prohibits the use od Sedim 49281930)(2)(^^ Rt*ed Code, for reawwabbe

tlorc ' . AEP-Oldo eWs iha,t i! nwpdzo the overl " p+alicies of the two
sRatutes atsd & ft# each mdaxt "to the ooetreoovay aspwt of the gsa)etk which
as the Company Wapets the 8tatLtte9f h7M be addressed UT1o! cost 2eCQYay il8 2'BQIieomd

in a future FbMedi* Futher, AEP-OW rasom that IEU'a aaid We aMomM wa
inapptoprMte as they would lead to the adisa ►ll^a^^^vwxm of a statatWily pmeribed '
nwidy because . option exists. JEn add'a4im AEP-Ulii® aanberdo, pmpes aPat+xtcay

to give a11 sutiztes meaning anci, . arm batlL .. aae avallabia to
the Comn%Wm at its c}isetet}m

It b }nematm, A.EP4)Wo retmrts, to assert as entain iztiteavears ka" docie, tW
the SMttitory reWbwmft of Sectkm 4M1 (cj, grAmed Code, have mt bm nnat
by the C.mmpany. The statutory reqdmmft of Section 4928.143Mc), Rewind
vrM be addmsed "sat asegxralm proceeding before my costs can be vwovared via tte
iaropond GRX ASP•t}hio, mem t.ket the ° oka is vWed with t4 ►e dbaetim to
oftbfth ft GM as zftv<m pr,der, as it bas doate in ad= Conn=dWon
proc . TM Company aiaa pwpom, and Staff agcees, that as a part of thia futwtx+e
proceeding, ft amount and pxndency of costs aawleW with the Tur^n,g Poiaet pres)'acE
oW whedw the GRR xesWts in sshoPpiTg twlce for * energy
ccmpliam cmft aamg other meRes wilt be d ASE'-pbfn rerloratea zta plan to
aiwe the MCs lfcn the Turning Point project bdwam sh. and SSO cuswmn +otd:
an umnal bada. IGS, NRDC and SU# erclme AEP43to's propmd t+a ahare the value of
&e Tumkg poW shogping and rm-sboppixig customem (AMOlvO
Wy Br. at 710; Tr. at 2159-2140; NRDC/t?BC Reply Dr. at 1; Staff 13Y. 110 at7; Stofff 8r< at
20•)

The C an ° uftrels Secdm .1 ,0(c). Raiwd Code, 4a peroIt a
Me Wlowave for ccnstruedon of an ekctdc a.ftg Wilty aid ft

establisbawd of a nmAypmwble surct►argr, fog t#w iife of tTna hwffiq wbm tU electric
atitstg rnwno cxr apmateo the Smanfim #a^iity amd senmved %e fa4hty ttumgh, a
ccuape4tive bicl procm. Before a g recovery of a sfor an eleM#e
gmmdm hmiity, the ConnmieWe aaao u there is a nead for the fftiltig and to

^^►xg ^'^ !^P 1^ 1^, 20D!), ix ra U^ . Gs®No. 96^1 27,
2oo6^iun Gose3^Ta (Ala:dh^Ty,20®s^},
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' e rewver' of tlse $ gk estatslish dtnt the fad3ity is tor the berm& of anii
dedkwad to Qhio axmuner& AE1P-0Ido wd< be zeqWnd to of the statutory
reVkemaft in a fuoax+e pr and to promide additiarul #lon irOauiing t'he
costs of the poposed iargty, to ,justifp rocavml under the GRR. H , the
C n. that there obaU be no sIlowtsncea#or remeay apisrovest saaiess the need
^ cwVed&e req . ts of tbis section are atiel.

P e, we d'vNgM With the ar that tiv p in SeCtian
1 (c), RMISW Code, r ffie Comndodm to ffimt ddambv, wrztidn 4l+e

EW p that thm was a zeeed for the ,£aWty. The CwcaWou ia vested vft tie
broad discretion to ge ita dodwb to avairl undue s3e1ay and the duplamdon of dk4
indudtng the dwmtion to dsrlde, bov, in ll& of ita irEtrnal or sut ad d ocimi
cmidetxtlons, it may best pwoeed to usariag+s erot't vqmft the oadeZlp fiore► of its
budness6 avoid undua delay ansi oUn"te amc^"sU, dupticadm of effat Puff'v. pie6.
tttM Cma. (197$), 56 Oldo Ot. 2dl 367, 379; Tahcdu Gvatetim fv' r Safi Esurgy v. Pub. tltJt.
Cmm. 69 Ohio Sfi. 2d 559, 3a Acc$ , it b accepW& ior t&e CD=IWM to
detmmine the need for the Td Poiast #adlity ms a patt ed tiie Coomp®nny."s ]ong-tm
f44'tmat cm iiod ox"md .YitI.1SaCliCu M5 K Revmd Gl1dl, wherein #he, CO
evaluatm energy plan,s and xa,seds. To avoid tlre unnecessary zlupiimWn of p , tbe
Commb" has wWertakezt the determination of zZeed.fior tM Tumbg Point pood inthe
COtcpaWe ImWterm forecaet ptocee^ 'iU ' cas hftspreb the statuta nok to
rotrkt ou d tian of tlve naed acud mat for the bdUty t+w G+te t3aw an •PSP ie
appr4aed but ather to eus= the Ctlmmis94ozt lto2d8 a proceeding be#mS it an&xIm8ry
a4l0MM under the siatu4-L Pffi nimthe iwxe of *,Wd
w= chaqp ted with AEP-UUhIo's coneftchse of gmautm ,tacihtim 7be
CmmWdon Ruds tlat Section 492S>243(8)(2)(t), • ftvmW Code, spedikally provides tio
kha srarcbarp be non-bypasedilp- ft statute aIso pprvwides that the elmtk
ufility must d the ema awd capadty to Ohio consunmv^ AhlP-CXdo hu
re^a woW Eiutt any rewwabte enerU credft witt be shaad with CRES prc+v.€des
prciportfmte with such provMwvf share of the [rrad. A . y, as Yang as 1M)Wo
Ukes " to shate the benefita of the pvjeds metp espd . y, as welt aa the
xenwabte W cradi96 with a11 castomersy we $na't that the GRR dould be nen.
bypembk Purdw, in the mbseque-A applicatEom for any cost mwverq ABP-4ft iwiII
have the burden to dtano #e eompliance with the statutory xeq°.set fos& in
SmdmM.g 2j{c^ R . Code.

dtt►pon^ret Y, ^
ComwAWm

^p^ the G
appr

oves ^ at a ^ of ss
. adopt

Itc^ is not
unprmdaftd the Wm to adopt a a m with a rate of zern, as a part of
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an ffiP.lp 1'Iie C4uuaWon exp&ffly nota tIM in pmm!Wng the awfloA of ft CA it is
awt audwrWrig ft of aay osts, at ft fttamvezy

S. ltamgft tee hafca

in lts'svwdffied TSP, ABP-GW ouggeab it would be apprapz3ste to r estrodure igs
omtent 3n service pnNWom to make lb o&rIngs ccondaterit with the
tiat vaitt be av upon v's pw6c4xUft In tba zm*W a.c

opdons
zc#ian

°be0n t^ m june 2013 . !EP-C}Ma % Roush pcavfdes Mat fs
== _heqttendy rep . as an offset to stendad a as oppond in a
sepmte antt db*bct rate (AIP-Wlato a 111 at 4 To niAe AEP-C2We ' ptWe
servke options mviStent witb &e cmm* tmy AfRP-t3hlo pzopooo
that 5ctvedvde It*rniptx-ble PawW• (Wk-D) bewm available brs att cmxat

and any pobmtial custmm . g iaitvm4 bbk sftvke °Y3 ►a ItP-Dcusto^
cead3t would humm to $821 }ex krvy-ttmth of ft modified (AEE'•
cu4 Ex:.1i3D at 9). AEt'.tilu® propom to catect any ro with to Iltp-D
dcough the RSR to eeffed ors in AERilWsimse atar ► mmm (td,^

C1OC es the MP-n pmpood vvialates ccst cambm pr3dples, as tt*
berafidato ae cmeWmm w2th tree tUa'l MW ssf' t...pttibla ty, and does not
apply to rokkam ccuswnwm QCC it is k for aow
parddpating cudomm-a to h whole for sty Im tbd w3ibrcnmm
the IRP-D (OCC Rz 110 at 11:14 ihwdoM OCC recmmm& ihe W4) sSuwWd not
sHow fw any lost mmue samx3aied with YR'r.D cr oto be CODected ftoaagh tk M!t
04

StO suavsb no f ft MP-1D cradtt 4 upm the staft co tian
m ' a ed in the Capacti.ty CGase (SWff & 105 at 6-9^ Stofi wittmos Sdieck
r dad Wwvdng the DRP -D asdit to S3Mjkw-;rm6 (Td,). . StAff notes its
ptdemwe of any . .. aa sftviw to ba offered In •cai4a^azt v^tti C `,an
appmad mwmae ^a, as c^p . ' to wW sescvka (Yd). EnerNOC siates ittat
a #a mon amt ftxe an h ptibla kcxadit^

.artd u tlkaak a subAdired fltP=D ratanay bVede AEP4)hVa hmmiUm to compefilive
mnskat by reduft the aanount crf d tIwt may . pate In^^^^NOC Dr.at". I

OM4BG and OEG support the propoW IRP-D avdit, but recomm=d ituot6atedt
to appravai of the PSbt (OMABU Dr. at2E, l3hO Br. at 14 .the IR$`-0
canadit wdng that cuouxrms shonld be cm tsd fur Wftg on an htereupti'6le, load
(t3xmet Br. at 21,V). OEG oThim it Is mwn" and cmdstent with state policy

1 0 brn A E P ' - O h k ESP i V.Cmb A 20Q9}stNa t 1 o b E I + t a W 19.
2t10Wa nt fk*dEnarjycAa Nm (Manh75,21IM•
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objettves urAer Secdan tZ Reviwd Cod4 as at wgl devebptrterit
and i2iYmagfBtt and nmketama for AEpoObWB en. OBG4At[n6 BSLCl11
gravWcs that the credit is benexW to tIid pazddpate ir1 tit$ W-I3 piogrom
who tweived a disoounted pdft ioc POwar In 00ftnp foa ' 9e MnrioG, wDd&
zetains, g ARP-Qdo'ozWnwo arld can attod raw cumams to bertfit the ftWr

' devdapment (Tr. IV at 1" 22Zi OrG Ftr.102 at 6.8). Mr. 8araat now th,t the
Titpa) b bmuftcW to Ar*P-Obb as we1t by g AEP-ObiCi to have h icreased 'ty
in ptcmvi ifis wrvim, dras ^ °tp (QBG Rv.1M at b$).
HwAw@r, )&. Bui9lt bdmvw that amw amodued with tU W-D B+3`ould, be YiAICN
^ be ta reMver in-Aer fl* EB/PDR aida (Id at 9-10). OpG sM d 8
pmposd to lower ft MP D cmdat to the Mpadty ratO Chgrpd to CRJS pcOvideM as the
641 crray a. ble to and not caWbou of CPZ paoeidm (OEG Br.
at

The C iatt Ata3s the 1RP4) a t shaO2c1 be approved as proposed 4t
$821/kiN•moO& In figtt of the fact ttd catomm rmdv#ng iIxu^p ►#ble aervioe nmet
be p to cunui * ae*ic usage on .abott.. xcotime, we betievo Staffs proposal %
iovft tice credit n to S334/1kVY-tttoth uu : the vatua s'nterxuptWe suvke
pzow boffi Aw-Otrta and 3ft cupwom In addidww, the rAP-D cxciit is bftvficw ia
that ft pKmweo Bmwe aptiom for enmV in e cuftwkeis to chesm their qpwlity of

SrA b al,va ODMbtettt wftft atate h 4MW", RavmsedOx6 as
it furdwe 4Ws egectivatm ia the global ecomaey. In addidm sinm ASP^?lda may
U02e ph't?A Sk aa am addi tD nteet 9t® CIPaCity
011i we clhect ABP'-EKtiisa to bid ib es iaaW Pjlyt's bose
iwWud a heYct detrirg tie MP.

Mte C*mmbdmapmwfth who cwe&y pobtedout that the IRP-
ti =dit *wdd nct 1be tied to tlse ltM As we wM dbcuss below, ft RSR as tkd to xate
certWnly aYed stability, and white we have no quabm in finding that the 71RP-•t) Ls

ble, it is xsm ap ba to allow ARM%ce to m my c,asts,aw ' with
the 3RI'-ID unda the EEjMR rddw; As the IRP-}3 wE resWtin aedudng 1E!'-OWs iseak
denuM =4 ammge aaerV dfieWney, it ^ be zewveret tbmugt tt,,- EB{p'aR
xld". I

6. WwAft

In its tuxUBeai M.', .4dSP4)Iat® a = bte RIt. AEPA314n atat%propom
the BSR is pa under SKlion 49Z1W)(2)(d), FzvW d'o3e, as it pmmotas sUbDAy
and =Ufnty with rftD dmtfk uid Secbovk 1 2)(e). govisod C,ode,savivD,
vvbktrallowa for av.tmatte o or deaeam by revenue deeuapling modAnbm tlmt
xeiate to S5C►s , lE'•Otdaa pvWctea that in addttkn to ft MR°s pmrp#im of sraft
stabaty ad certaq, it is emodW tD aw4m the Coratpgany daw not wifer wverie

aa a xemuit of ft proposed s cqndty prPftg
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A1d'-Mo w' Wiita,m Avera exp]aias that the Comudsdm ho ft ddy to
fftere 73 .x40t a7Et rtYIIC ^ taking that inag► ^t in Yl1a , to AEP-OW*

(At3PAW9 Ex. 150 at 4-6). Dt. Avera sir Otat twt only dom the CanmtWm mainm%
ttsis obUpticsai to avoid C mtosi, butt ia the evett the mt+e plan ss rte rA9P
ow}f credh ]&*1$ wowd

^

MCby drop, " the ° to Mhtd fL2we t'apm

invastments (Id,),

The proposed RSR Rmctiom as a gamratim revam damplicg ebap tlzt aQ
ahapft and t'om4t. cwWnvm avauld pay dwmgh June 2015. ^ Ow
lRSR r" cat a]i3.5 peaceati xotm on eqmk to dsS►edrsp the uoxrlite! Somtlon mvaa^
bqpt of $929 mOon per year, ewMch tbwugbout the bem of am modified tqroaal,d
solteet a snately =4 n^iki.+osa in revenue (l4EI.'•[!ba Bx. 14 116 at WA". In
estab' ^ ft i0S pacetkt t AEP-at'io witnm VY111= A11en - Cffi
capssity zevemes as 6and on t1 ►e ptoposed twoAWzvA ty niedumian, aactkm
nvemea, and cedf.t for dwpped Zaad to ddemdm where the RSR .: d be set. ,FEP-
Otb auoW that wlfsJk ft 1RSR b designed to . =I-faeg gwamtim

tta RSR cloes not Sumtee am ... y total iiOE of 105 as ftre am
^ ^ affecft kW company eamingg, whkb AIP-t^t3o i
at 9.5 pereent md 9.6 p^e {A]FP-OW Ex. 151 at?-4, Afi1.'-CMa► Ec.1,t36 at CP2). n%
14HP-Ohio explains Oe RSR ady wouu a steble levet of v es dvAng the tam of the
ES'.P, ,not a eb"e ROIE (14 at 3). For every $10/MW-day deasm in the Tia 2 paiv fw
capaciiy, W. AUen ' the P.SFt would . by$33lv! (or $.=/MWh) (AEP4Mn
Fsx.116 at 14.14 W. At1en oTbam that the $3 "pped Daad tre!$t is bued am AV.

4

b^eed 0 a a^eaa3t oE cotoom
# earmS^. I#^ ^F^is aaAs (C?^) madB as a r^ralt of Nd^f^

y.lvu': ^ ^ ^ ,^p^,
Cquio o^ly ra^ns ^^ceatt of the ^5 wargm due to ft
and of tbo 40 pmvW only 50 ta 80 a of reduced ie" sales mdt in adddtt 088,
ttars d aft tKe $3 is reaaanably basad m a ta C1BS
WMWU= (ASP'-Ohlo Lx.15t at S-Bj.

Iu dad the M AEE'°AhFv expWm thmt a revemae brget is prekTable tv an
as desoebjp33ng wilt provide peaW Mty and eKtWaty for mtomm

and b . to objar#fvet' memne and atzcht as conWood to are prmic to
EttipHort as evidwcad by SJiBC promedinp (ABP'•Ohlo Fx. 116 at 1346). !4$!"-$hio
boUem amvenue taaSet pravidn for rWks assodated with gemadcm operations io be an
AEP-0Mn wWa avoking° ft need ltaw evaluating vaM a daegulated
ertity afft oTpmvft tloaa (Id.) As pMmed, ^gRwonld ave°a.ge $2/1VYWh (rit
at 1NAA-6).

ABP-43^ beWwa the RSR v ben4dd In that it five= nan•fsiI gwavdm raeo
anti allom Ezu ABP-OWs twWdm to a " cowvetiti"ti" ancuby Tnm 2MB (,AFP
Chio lEx.119 at 2-4). A1Ep-Oda opim that ft RSR Awdumlsm nO+ect& a
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that will O"unge vidamor g ftougii dbmunW dty . ' wMe reWrdn$
z Ie rabs fortW cus . arid omee that.ARP-Otdo is not ' y hmnM u
xt *AnSliOns #c,warde a sOMpet;tivs auctfan (id.). AEP'i3Db aW imts an macease ut Its
hAerruptible savice (MP-D) efed3t upm approval of t'hw IRM AEP414o wI
z?ias explairts tltiat the 'mmm irk the W-D credit:W3Il berwfit rt
iri the atata of Ohio and gwmote ec devidopmftt *t€ft witlrfYt AEF^3We

(fit at7),

VVi.thout dce Ca ° 's oippwvd of ti^ RSR as proposed, AEF^ chim ^
^ awdified ESP would conMustory. rato. In W rebuttal kadmony, ABXea
argm tbat af ft esbblidied fy duwp is below AFP=OWa woW -0bio wM
face an advarse HrAntial impact (AEPA)birr Ex,1i53. at 9}. As =& AEP-O4aio polift out
tlAtt the 1U percent retmTk an equity.. . used to devatop the 1ma Ursa z+ivecnae is not owy
amopt, t^ to prevent finamW but b Wso asty to avoid v°so °
a a^rate ^ x^o. l4ix; Al1en c t#otliae noa4xe9 goneradw
nuerue, which the RSR vm 3^ sepamte and . frsA ft toW amppuay
eumMp, w fi i c 8 are xot ad4remed b y t h e F S E L M dbdncdor^ Mr. AIIs^ sbtte4 abo+re
the 20.5 pft+cent reum on equity To ap w for the RSR because when &e RSR 4a

' with totd company fts,, AEP-(Wo woezld be lookog at a tou1 ycombuied
nturn on aquitq of 7.5 pewmt in 2011 Thmfmv, arpes it woadd be
fnappiopdaft to aNow a;'fW rate of raftm of tm #'^att 145 pmvwk as any ;feduetka
'amuld lower t^ ^at company return on eqwty d fr^a 7.^
AR'-4hida abils.ty to a*rad cap%d .. y pnft the conqmq in an sAvern
finuidd a W n (tiE a,t4-5).

DEk T3 . lEEt% NFYB, OCC, and MU a}l WnbU+d. tt9st the M laAo sftYatM
to be a FE9 daim tfiat Sw6ion 4928.Z43(B)(2)(4 ^.....Revind Code, onlyauftdiy

au that prvpvide sWAUty and
widA AEP-Oldo ltaa faiUed to dow. nCC snrf . azguo that the RSA w7.t
rabe mftm rates mtd eaue RmmcW ty to aZl native lmd mftmen PM Bx.
1I1 at 10), OC7C mdends dW even If tftie RSltt proOded cofth-Ay and sta , ft dues not
quA4 as a term, csrndlitiaxa, or dwge purmmt to Secdm 9928.1 4 }(2)(d), Rei+ind Code
(UCC Br. at 910^ LHtJ aagct t3xetaazt a^a argue the FM violates .°4928.02(K) R
ead% as it vraald be ded tc+a dWrftdm rate baaed on i#^ ^ .to *opping moomm
a •te *e taetitiaaramb .. edto rwom $ ° n
(E3iJ Bz at 064, Twm Br. at12j.

M7', Cbio S&mX . aasd. D MfiR argue that AWwMtfa 9s tmp y
nbOmW the RSR to a . to . ar baraigm mvma IBU noto Ow ABPd?hio°d
attemp r+eeavvr gemadmeelaW rvnnw that my not ogmwise be coUacWd by
okhde b an Segat aoumpt to rewver ' rave= (IEtJ Ex. 17A at 4-19, 24-2W
KvW std Ohio Sdmb potrct at Otat m only lm tiw cp °y to recaver gwmHm
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#iatt wtit ft eaW aat of e1teWc hcampeatica In 2009., ASP'
Clio waived its :ight to gamiicn ftaxdfion costs wllw it stipukW to a reoIution ita
Cane Nos, 99-1729 anai. 991730 pager Br. at 36, Cht^ SchDab 13r. at 19-2D). Exslcm and
'kBS maintaintlw RSR is anti ttvte andweWd stlito wmpoMixL

Owiek t7CC, Older ScWxi% DEG, ad 13xelm hldkate ti4 if the IiSR ts apprcnred.
it diOUld c ' aOS Cnx catttin C3kIo xTnaolff :eqnest aA

pfim hm &a RSR, ' ` outdw uot onlq are at Yimited
baatalm il*tthe Ca=nWoYxLas ira c'tftiornally c wl%o ob to be a
dha tttat Is entided to specia2 rabt u t(O1s3c 13r: at 2Z30, dftg to Cue AIms.
90-717 EL-AT'A, % $GAIk 'i'PPCt7L Ohio Srbmb Et> 1fR, an,d'Fx XVI at 4573-
4574). RvAm beilerres the lt6R dmdd r&* apply to shopping c s and should be
byp licelr► mtes it dkaes not AEPAluca prowch= as It

' aaa Its busixteas aitrucftsi wvitnesa David Feiat arguo that . g. . wi11
vzd*ly be forced pay both the CR'BS prnvxde$ wA AEP-0149 for . ... tioxt (Exclort Ex.
1D'1 at W4).

On the widmy, Oixnot 6efieves the ROR shoWd not apply trx catomm Mm C3rmat
'VYb4t RawtD4 shw, as Catlm iqd'ttlt d@ RSR IIOk` can QY1[Id
xeceive the bmdhs assaciaEsd with it (Ehmet Bic.106 at 15-17). thft &e
RM 95 CurMdy p 4 vtoiSDes A caasa#ca . l0s (!`d.). Ot'C mut ORG nggat
that iE the RSR is approved, it shnuM xmt be cbAtpd to ^ anwmen, as
ara tttat " cause of the RSR coom, atud 3t 4vcu9.d be snfazr tD faarce tD
mbddize shopj►ij cusWnnn and CRE9 pmvkWm (4B"a Dr. at5-6.OCf Ix.1li at1fi»17).

WHte OBG -dcn nat support the crm#axti of t'h,e RSR, it uncf the
Ca may xeed to prmkle aumm to onsm AABt'-OMo bas the abBity to attract
eapital, ard as such sagpft dat ft C n look to A,EP-t?hb actual eur&V as
opposed- rwom (CIBG Oc,1D1 at 12E18). oBG mgm that the RSWa use of mmues
dnss not aWgr reOgd a utWs or abtt#ty to attracE capital in tM
way taat e' do, as revicie.ced by ° beirg t'taa fxmdatim used by credit
a es to deWmu-xw bo2rd ratirp (1d.)OEG, lEow KoIlm pufnts mt OW
revenues eee just a singte aamponmt of A'EMWs earninp and do not reffect a i'vI1
pYchare of ,AiEP-CWs & hsaltb (fd). bir. Kuit¢rs ounow ffiat ii tlhe C^ ^^m
were to look at AIEP-4bida omtW an arppropai.ate retum on eqmvty M(9Ej wWd be
Wwm ftneit pacW and 11 t ({)EG Bx. at 46). if the ' iast .., toun
revftum to detmine :48'P-C11^if^,a's RClpb as pfoposed in the PSF, iuit: de
ROB sk+auld be at seven as It is et1t1 douhle ft coet of !!RP49dds Song-fimn debt
and fslta wFt2dn ibic Ohio Supi+esne Couzt's zom of mmtablerms €dd. at 7, Tr. X at 2877-
79^
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Irt the emt ft C " ar1, adOgrw RPM p68ed Capacity, RMA atao suppcib ft
use ofeamipp as opposed to xevenues f1t c*ulafing dw R,SR i1143ze event it is rACWSKY to
avvad w rates (RffiA ]EGx at 11, Br, at 13-16). A dw su Wnts tlw
Conmilssion cordder Pr*cft an avwunt of money rAasuq for AE1PAisdo to ean a
rmmuMe acate of retwm and set the RSR ^y (MA St. at 14-16). RESA ma kdoLUM
tbiArt *Mw ei ttw altumti,►es =yxoduce tlw posslb^ fttAEF.Olio and ib nw

to-k make unecmomic inv or . r3aks that may reaWt from ABPAX*Jo
a g,u of aomtairtlevat 4f aosaud =m (Id) i+tFIB anci O14DA

siMHW conoam ftt dw YtSR, as propos4 cceatm no hwentive for AEP4Dldo ta ` ib
mpmm (^M Br. at ", tJADA Br, at?r3).

Xn° addition, smtd othes paries suUest ffi. 4ions to dw MR, ding Its
pr d RZR Ctmet • thw the 1,t1.3 pment RM 3s ` vs and unmawmbly
lhi&lt Owat wwibvm jolm Wibon exp that AE'P•QWo fallad to suftk its barden of
showireg 10.5 pamt!tt)B was just aad reasomMe, and upm utM*q s
uehoMop in 41451•EL-AEEt, deh^ tuzt^ based on oz+s
and AEP-C81aao and compamble utslity finaridd , an appmpdate ROB would be

ei^ft and rim permt 8x.10Y at SM). Kevin Higglas
ttw the nemge RqR for ekctric utHttks b 10.2 pewnt^ a+d bued on the f^f tlw

AEPrQTnta's pwposed twa•tfar capacity► nwduWm is aWve nusket the ROB duOUlci tae,
below 102 101 at A. PPS and Wd-Mart stme that AI 6aiW to
justify #b 103 pmmt figme, with WaI-Magt woness Steve Chrm " ft ROE be
no kigtm &m 102 pmceut (6Va1 Ma# IIx 101 at8.A, IM Rx.102 at

OOC remmmends that the C=vniwim4ocaft ft RSR ttt propmam to ewh cIasa
,sl.tm of tlm rMtcked kWh saW asopposed to ewAamm cism cm 'm to po]c load, n
an tianbaudcn con 'bopeak load ie xvottast and ^^ (C1CC.8x.11Ei at
8-9). OQC witr►^a$ MraMm poir►te out ttfztt the residenW mdaumdasa ahm of swii
kWh so1es is onty eight pMMt, *^

cu-starms

iE @ta
pment '

'aa►M caefs,

argu,es the l^ ^^ lz^an
six by to t^ d at 24r2b^

MWadid
KroM
meW

oos#, =ulft in ccoes su ' rs. Itil at 5). Kv%w
remmmen,de t1le coos and duwges shoWd be allped aM d un demM oppood
toema vmge (td.)

OGZ FMo and Ow* aa>w mbmt ons rdaW to ft caYcuMnt 1+EP-
e shopping wid'm dw RSR Um (hoiet arpa tbAt AEP-OW

undereffinaW ib $3 abopping caedit. titaat bued on OhWa 2MT z+Wa
pema of 80 .a the actdsai s ' creft Uaeam to $3.75 MWk with the tatat
AMOW* h=asirrg to $785 ru-Man (Omwt at 10-9Z ri" to Tr. 7VH at . et
abo dums thw AIF-3fio wiU aaat need to aedum ft oedit by 60 pavent in.
2M3, as ABP' )o wili rto longer be In the AEP po4 resulting fn the aeft ng tD
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S6,54 per year in 2014 and 2M5 (Iei.). t)CC abo points aut tlkeet the sftcredit ekrvl:d
iasc.°rem toW on.AEP,t7bia's2M 1s}wppfaV percenfeSO,, as well as the tam*katlon v#Ifte
AEP pool and nwmnwAs !he CommW= a sMppLng credit higba
ftn 33/ butlem ttm $12/.MWh (+DCC Br. atQ9•S4).

Ti* tsn Hnds thmt, upw review of tlw teco4 it S^ em that no pvty
diTutes t h a t &e appmval,af the r S R w M pscdd+a AEP-Oldo w i r i i ftffident revenne to
cosm it nv&tWns ib BroneW as weH as 9b abitity tD aftact capiteL 171ae is
disputk D as to w ft MR b statuf^rlty . and: if it I* ' the

A'6P.t7W sboWd be anatled to rwom, nd how tlhe recovery.d be sBooteI
The C4nz*dm amt &st dR5R zwkenimn is

suFPorted by $ ^Nez#, zf we ftd that tlae Cmmbelon ham t#te aiitlxdtp to appwre
t1w RSR, we nmst babme bow zftuch em recovery, if any, abould be pmmitted tD ersstiu+e
customers are atoit pay3reg onessive cosW but that the recovery is enough to atfasv AJ3Po
Ohia ta bene its base Varwatkm rates and maktain a reammble SSO plan for ita currRStt
cwtomms as wtU a for any shoppkl g tlaast may wbh ta:+e#a= to AIW-C7ktio°s
ss9 p]a,

In be ®ur mmbmK we first look to AEMWs Od&stlm af tite R,SR.
Whi1e AEE.'-Oldo aWn ttaes,e azs nmwnw atetU" PXVI"* that me►y PVMO
support for the M ttw t1um af its atgmmts in support of the RSR PatLtm to SKOM
4M1OMM(d), ' ed Code, w'hkh AEP-ONo notes is nroet by ft R9R"e 'on of
rtbe stabMty amd cabday AMP4h4Q sho t'f&t 4=,143(B)(2){e},
Cock which attows for or . , jusOm ttp- RSR, as hs design
it+dudes a dec - mwbaiLqm

t to Section 4928.1")(2)(d), Rwaad Code, an TsSi' may inftdt terms,
condftkm, or dwgm relaft to bmiftftm an Ojstww ftplaiig faqr,` rekaii eleetrir
genmtim tlat would have the Wet of a retait ekxotk =vim at pCOVide

` reta7 eteciaie savm We beheve ths RSR m. thm cfteria of Sectimcertairo
Ml")(2) (d), as it promlea staIge retal eBectric serOm . artdt
camhgy reg retail Furam, it alscr provides cate stabffity and
c h tkough l".M , vrhi& cteodl► faii under ft dsmSmttm of reW etectruc
servkp by &UOwjnS ctustomm tiw o ' tr to ritfflptae axty $6U inereau through
ircreased a °t^ that vr3li becom availabYe ae a r^u^t Of the

' ' dg d ^C'apacit Coe.

In uMMm we find t'Ew the M fieem any aean-fuel generatton rate haam that
xuagkct aot otlierwise acrcnr gbmt the 3R5R, allowing ratm to mman
ftb3e ftmgiwnit ft tmn of the ESP. tM1itut.e we un,deretard ftt th+a nmi

@ of the Ra will rsult in ad caets to mswmum we believe
any cvses asroclefed with iiae R ar+a nzttfg,afied by the effid of atabltix3ng .
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gwmdan ratm as weD aB the pamtee ti4 in Im thm thzee yeeae, AEP-t3lhio wIIg
+^b%k its pm% based on wera md mpasity widwi% which #his commmdm a
naWWm b aftemdy bene&W by pr8vdkg czstonas w ith an %7poPturay to pEly iB83
for reiail dectric mvice may be paYh$'to&q.

rnftv we find *At the S pwvildea ° tgr for retett ekdrk smice, ais is
c with Sedon 4928 1 )(2)(4 RevisedCodo- I3ntO May 31, 2018, AISP•tAio`s
M rate, as a raaJlt ot ^^^^ tvill remain aavaftble for atl , ioeluding t}aaae
who are preamfly ehrap a wel as ttww who may sk►op in the #ratvm Ttie abfYilty t(rr
ARP-Uhio ta tMntmir► a S)oarl 990 ree is j►aluabls, godkz]Mgr iE an unvqecb4
iittervming evesit flccm dfur#ng t^ ^t of dw lES', wiuch amtld have dw effe of

. gmr]r^t pxio^ fo^ e3^ Tne ability for aU cwftmm wit3d: AEP-Qiuio°s
sexvke tmituy to have the option rstm to ABt'-OWe eertaia an;3 fi,scedl rato aitovua
cowmen tocxplore d ties. Ttue is an a,spsct of the
RSR and is tand g corelatmt with leOlatis9e inbisat itL provi difig tbat clectda
seeutitity plans nay inciade retd dad*s^ terms. cmA*ons, scu3 dmqp #hat re1aft
to customa scabiftyand cerftifty. .we ' tis ctdat tMt ft RSR ixUom ;Ecsx the
collection of &t& Wmitim x+ov or etrmd,ed mm that shotttd havo been
ool2eeEgdtstWr to Dwm*a 2t?3Ea porffiuimt to Sambn Bill 3, as . ta d,oeaa rtcst "e ita
SH' did not gro" mffidat tevextuea, erz4 in 1W of events that o ccm"d tlte HV
procaedkW, 3rAachatg AEP-E?hWa . as an FR$ e , ABNlIio Is " W remvar its
achial caets of QqWlty, FMWAzt to onr dedsbm in the C4adty

Labeled
C

tusifim
ae,

anyd&W over RPM eusdon cqmky pdces cannot be as
Therehm

eaees or
suwded crosts.

IVioreavwe we Elctcl ftt the cutWnty aazt dablUty the lOIt pravideg would be ou but
nased by Itedcsign as a decmup4isq mochadsmn. We agre+e vitb OCC that the abMty he
AEP-Oblo to de"le dhe RSR vupRtTd ceuoe tuvoeW . , as UAft up or down
each ym wM srftte cwrxow canl£mon itt th* rabes; NFM C)A1DAr axtia ItBSA+eoreectl.p
xadse conoerns that the EM dgsign tmtes no hwm&e for AEP-01dm to lWt its ocpmm
ald iM CMMPMY axssy ukake ic irtveaknerft by i!a guaranbmd ieyel of azumW.
hvww. Miile AEP-C31do should bave the op,portixadtq to earn a reaswmMe zawof return,
tiae is not a r;,ght to a guvxttftd rate of rebtwm and we wM root allow Air-ohio to so
i9s risks onto cuotmm. tsemtuse !ts dolgtt may lead to a .. aatmm of AST=
C*do maklog derrk decidwvi^ we firA it ramany to rmme ft dewupft
cou" #i+am tlte M

AAl de FSR is j .d by ABP41io ltas Wto ougatn itsbuMm
of provicwg tta sts a+svenue um" of $W million is remonAMe. The hS3s of ABE',^OItlo's

nnMim twgat Is to eu+nre #irat Ha nan4uel generation xgvenum aic+a siuble eW thst
stdxTdy may be a 10.5 pamet Ft08. Howem, as we prcn ►3ot*
estab x It is Wa . to guszainteo a rate of return for AFP-CMa, anniom we
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ffind ft mom appwpdate to eft a t1ut w°sU allow AEP<+Dhlo the
oFF .to eam a reawxtaMe of reWm We rtote &at our wAlysb oi an ROF is m
to patantee a rate of retam, ae M d by tC zenrava{ of the deompling ow ta
but ratte's to detmmdxic ammue bxget *Ait adequWy ensarea AS'p-C►JSlv can keep ft
base Smeratim tatNs bom aM uvdtftm ite finaidd heaitli. A1thmglt we teh,eve the
mcire a te medW to would have been ftwgh the use of
. dvllas ftum that relaw bD 3WA , bmum ASP4)1tdo udUzed a ROB Itrcaknladstg

its proposa* and parties ed with al W e RCIffi proposaX the ro=d tiWte us
to ft approadL om in detenWni% an appropAlw quardfic.atUm for the RSR, we
wilt cmdder a#tOF of tie auaMud goumdon revenm for the pwpow of creatiag an
$plaaoptfate remue uwgd that wM emm ABF-ahCS ba miWent capital wge
maint*ftitafrozenbasegemmtionates.

C}nty #mm w*mmm, AEP-{3hbu wib= Avera4 OEG watrum Z4ollm and C3met
wibmw WAarso dere1 g11a taftmy eVlaft how an appropriate renme

for the M duxti.d be eatmbUsU4 aIl of wbichwen c'l:irren by an mWysb of ABf=tarset
Obi.o's ROR Although OFsG iaitzueera iCo?len pmposed a mmbaum clrivea by Arzsting
AM-t7Mo'a ROB upvmd or downward R' it does twt ffslx tvitb#n a =e of m ,
I* Kdlm e • ad that s+evea arrcl u paeft cou3d be dftmw

e { W Ex. 101 at 84 Itifr. i{ollm pnfumd ' oa a zaw of
reasm batnoft that if the Camnmiasigrt preferred to eoLlUbh bpodine m+rettue
brgek k d=U be at at m3lt£m (Id. at 16a$). omnet wftrms Wits®at udazed %9'f
mWeas f.som Cue Na. 11-M1 Muuding sliucosxnted c+wh Qcw mdmpiW
mod" and u calcna in ft Staff nxdeb to seR¢st
rea d' a ccm titat A^-OWs RCfIB diould be betwon, ef& aauD r►ine pwm*
{QnrA F-Y. 107 at 8:18} ANP-+t)Wo used witram Avera to rebut i)r. .`s tw&my,
raftg thatbr, WiLsm didxiot cmulder Asuffimer^ uun*er of.. xa►:the proxy 8mp;
and ft u[iOdes Oat were cmmi vwes+e not ' ly sftmW m.ARP-t)hn ► (AER'•O2rlo
$K. 250 at 5-6). Band on ft bftmfwn, Dr. Avem rec d datROB of 10.24
pment to 1i.26 pemad (Id.). -

Ths CwmdooWn . that aU ttun , e meftdWogks.. for
ct ' an s "t* ROE for .d#EPOnoo dwafom we 8xd CEG w3tnags Koitett's
zmie of of wven to 11 petoot to be an app wpruft sbdft pvit Wemumablonm
arkt that the Coomdsdon doe^ not want to Suaranwe a.^H nor atab^h
what appmpdm ROB wodd. Ose,'tnat ndw, es ` a ftw4mVe revem eugvt that
would alkw ASP•Uldo an oppv" to sm srnm m Nriwit the mven to il pement
rangs. We bdien oMrong p*tof =9 as tQo liakp. s1yln Eglht of She
fact t3tst ABPrM& 6 arati8led to a defenal rmvay pmmuad tat1e Cetpadty Case but ttAt
a . of mlion vr*uld. be too low to euppoxt the cfttdnty snd mmUMV ft R%t
p. ' gty, we find tbat a bnwbmk shajl be aet ia ft approdrmte mW&
of thieir ,and.the a* d%ltbe a downwacd to $%6 m
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Whno we have rn' tbe b^ amount down to s we also need
to reviat the figures AiP-Uldo used in deWrtrifrang ita RSR revmue amourds. hi
dssf the R5R bwdaraak, ivtx°. Allen faltsed on #cur . of aevenue: mftU non-faW
goemftn reveaaaes; ^RES mpaei#y xevr ; auettann a and -.t fcSs
shopped load ( w Eac. at WAA-6). in cakulaft the inp#s fcor %fte ue
Rpm, Mr. AD.en reSied on AhP 's mrrm esOmto obbappft icaads of 65 pmwt for
mi3ential a^us , 80 £ar mmnercial cutomm szad 90 Pumt fr Jndum2ldpercent
cva by the end of 2%2 gd at5):

However, evid tn►itHn tld.s mord irAcaba Mr. .'e pr*cted ^
otafttks aay be blo tan actLW sshoppmg 1eve3.s. t3n re'battaL pr tscl siaaispiq
sta' based on wtual -O&afa mmbers pr®Aded by Mr. AUm u of March 1, Ma
amd Wy 3!, 2012 (kM St. 120}. mdaded tiuk based on A8P-Ohi+o`a *tEaal
shappmg to datk Mr. 'a fi o. W the axnam of dwppin by
36 Pft=t fOr roMadW m 17 puim cammercW o ad 29 pmmt
fcfl WQSWA cnst ,aeaftg a to#a1 a^a ail of 27.54
PeTVeft The CDMUWCM fiu3s It Is MM ap}aropriato to UWJZe a d7oppin$ pWISCUM
wlsich Is maghlly tM midpoiatt betwem AEUXn®'s ahoppfrg prolmdow' srA the murs

PO. , we s^ ►i^I esftate ^s in
the at 5 `ar^d thm ^n dw s p4cdow ftar years two and
thrft to 62 mt wcl 72 pwcen^ dy. 'K1me a l ls
wgmab ssW an ...tft WM shopping m iof offm flDti® dww*Km t'fis Skate
(So Ex.116).

Based upon the C Wa reviwd shappirg proj , we need to acljast the
calc:a]$Wre 40f *e RSid, The ifiat lower " ing Agam vaiU rmilt in
c,hengm to reuil V CRES mwgtns^ aetvl ^ amar^, wlfucYa dfecb tw
crsit for shopped ^'tgad, afI xesuiting in an adjushmat to the RSR (Sre M Ex. IZ). 00
adjuoWmto sri ld ° gfftd below.
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To ap y cmwtttw on u=ewmwvative gvpftpzvjft*cw,
we be& our affilpsis with i+eta3t o. An the fi of
$309, aad are bond Cn M. Allett'S assumd ft fi , wtm we admst .
Agam to 5Z 4 and; 72 pamd & A'ElP.auo'^ remmes w=ald kxrease to
VdMim$419 md tivdy.

Cemveselg*, is a mult of sing the Obuppbag stwsfim ty
mveom avwld domm 'g oaar dwpptns eestbmks of 52„ 6Z aaad 72 . as
aerell aa ehe use of RPM the C.M ' mvemm lower to $32 naka,
$65 mMion, and mMion. F"unal'ty, we amd to 4uet ca+ecgt fm shopped load bued
on the "mined xton-shoplamg . we asmww lower ertt sw.asmmpdom
AEP-Ghio wili have opMt=dEy f" aif'ff4p due to an bmuM lo►ad of its
nmwhopping , wbtda wiU lower the credit to $75 and $104
miUion fox each year of *e,moMed SSF'. .Accasr .. , , aA sw revisedupw

be on a trEm pmw a^t^vm ota ^aity^, we ^d aRSR t of
^ . is K pitate. The is d aaty to the tm= of the

UKKHWESP.

Aldwu& our owected PSR mwlwdm sta ' and mt*q by
pravWing a vwm fcr.+EP-CXdo to von tavrar& aompeli9dve In adtDit#iom
to the vOw RSX wbkh offiows AMxOtdo to rmWatain &ozen base pnmtlm ra6s
and to amvktiftd aacdm proom, we umst aIso addrm ft
rna In ft As cmi decWm ia the Capacity Cto uMn

rap cove1 the tttV. m of devdaping c
makets, we believe it is appropriate to teem mmmy of the ddwd +azas dwugh AEP-
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t?htaa's ISR nwJumisM as the ^R PHom for AEP-Ohio bo 'emume 6D prov9de cutdrtty
and 8 iy for AEP ^ 's 9fiO pkm wbU.e Cm °tive markeb cantinm tO develvp as a
xsutt of 'ty. 'f'laerdcn we ML-ve It is app to begin co13eeficn of
the d the ItSR.

Bmd oro anar conrlusion ebat a milI4m MR is r b1e, as vml as our
d ti= that -Obb 3e acafit3ed to .. n mcovey of,ats ddeml; dEP-L?klaw}!f be
permitted to cOlect :^ ^ ^lan RSR by a ^ of $3.50/mvk ftMA
May 31, &d $4/iMWh betweat j=e 1, 20I4 anci May 33, 2MS. The u pward
adj t by 50 tens to $4/MM reflecb tbo Co k e mod' tian, to txp6ft tiw
bmiag axad pmeerdage of fb.e wh e+ene[gy awdon beghming on June 1, 2M4, Of ft
$3.60JIu1W]k nt $4/MWh RSR vacmery= r* ASP-01do must allocate $2 +lb towards
AEP-OWS def=4 mc{►'Very'e pumuant LO.ft Capacity At ft COklCiq9im oi the
atWiRed Wo ffis . oaa 1+riD d...: ° the d eRta,vi . and m&ke appmpriste
adjustmmix based on AEP4)WS aClltal sbopft il 8[Id tim wwxd tbA h$8 beijt
coDected towards the deWne ftough the M as macessay. Patber, ft
Goamn#asim fa

presaW
pnonLUy opposed to *a creaidusk of defavk the extramUnixy

mmt¢1CEB before us, wtdCh 8g03V ECf3' t»tft to hO;jJ . • t#e il'k %e
A19't in two PE'8f8 and Tkm w4t18h9 as Opptii9ed to ^.'i►e yCm, rmmdtft *,8!'9Aqe text1{Sb
fiedWand +aaiu a defww W cram we rewh aw frSah Iift of a ► falIg edwd
com e elec4rIc maket

Any zemaining of ttb ddend t'tAt muke at tIe cmdusion of tivis
modHW ESP shall be ammtzed cnrer a tta°m year porlod ruslm by tb,e
CamWodm In mder to ^ this order does cceatc a dLmentive to skeoppin& at
the end of tite W= of the IESP, .AEP4:Wa 6ali fie its wt%W g Aftft in tkis
dockft pzaaride coupDete iransparenq as we1D as to a}low for amraft degenW
catcutadoM ABP-Ohia should maintain its actua1 mon#h7y shq fag pevcfttVo on a
mordh-bŷ  bub ftoughout d ESP,aawena$f^ Mon" of
Tmie and July of 2T12. Al,i d °dars far fuh:ze x+ec;evexy of te defen-al " be made
fceUov,r^ NDMes Rling ofiffi ectual . , ag sMt!Wm.

We beHrve ft bdaiwe is ue the best intereft of both c and AIW-tbia.
For catmiem " keeps ttte RSR cam "bte at USt!/WWhand A{I ►±SWU and with $'.tAD
gf tm M dewated kwards paytg beck AIEP-CWe defeetata, customm wU evatid
payhV bigh defeTd for yam into the futom In addidotu osar nwdi(kations to
thae w}il pxsa" +customers wft a atxbfe rate that wilf M domp during " term of
ft WP due to ffie ` cn of the decaepl4 compowmts of the RSR. 7Pvrtler, as
raait of fim Capacity Cma, anumam may be aMe fio lower tlvYr bi31 fmpnft by 'g
aclv ftp of CM ra to rmRze uvhw thd taap nat
llMve widkMt ttlat dOV810PUWd Qf a OOMPOftfO Iftil MWket &t
auidietm ft meduadom is au for .f►BP-t3tao becmm the M wiit oneure
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-CgiicA Me a to nuintata its operatim efScieaWy and aeviee its
corpor,aft ettwdue, an oppoRd to add l eiaty . un'dsm

Fitmatilp, we i&nd that the RSR alwaM be ctr d as a noa4bypassa)Ae. rOat to
recavec dw" pe kWh by ae We note that seyeral patles
pi as to why shouEdt be exdusiesS, lbat we bdwe

ane that the RSR giouId not apply to
mtomm like Omiet who cuamt shop In yt agWn tr[ea to play both ddes

$ of the tabtp, forgaft that it ie the bawficiary of a ranipcc .....arrmVwxmt tW rmdto tn
Ormet kig a dJwovAt at the aqw" of otha ABPaDhio mtomm We a7ect

$ BVPMN% azed raobe f#ut whil+e O=e8 slhop pmwu* to i!e umque
anugmgM ie d€resdy berwhts facm ATt'-f)Ws mMom receiv;r4g stW3ity and
cubdaty, as ulfi=teiy pay Im a dbcomted decxic.33y. We also
find QNo SdMW aqatest to be exdu+ded frnm the RSR to be aa it toa
wotld rmt hi otm AEP-Oh1a custasmm, kwkWAiig U en ti,at to
ft sduxU Paytng sighificangy h. of the RSR.. it is ume 1e to nmo1ce AEP•
Ohids M M pay the schooL twim

In addhicm,, ift IigM of *a faxt t3,at iiu: Cmvnbdm bas estaMshed a resrftxue btgd
to be to RSR In this prwwdbi& the C .6%ds thg it ie aluo
ap^ t,e W es#abM ati tly excesdn eaimhW int ( to eaame
ftt ffie Company doa aroot mp -. fvm ft ffiP. The eviftm. .. 3r►
to ramd eiamaaueirates that a 12 percatt R48 waWd be at the Mg#c enci of reawnubk
rmp 4for cetm an eqAV (OB3 E. I01 at 44y, KroW 1M at iQS Ormat Bx.1iY'! at &3U;
Wa1-Mart 8,+c. lM at &R, FB,9 8x.102 at 79a^ axad even A'1F-Ohio witnm .Alieera a
that a ROE of 10.3 peromt is ap °te. Acc *,#ar purposes of ft OF, the

^ionwiU esa613sha SUT 1ldfvaA,SPd7hia of 12 pamit

' ao[t9gle pufm argue gsat effiv ah or SSO cuftmrs
should be exdudeat imn payiitg the RSR. Roz noushopfbg w , the RU Mvkks
rabe OWAily and cwWnty, and amares a4i SSO rates wiU. be maAcet-based by Jtute 7MS.
Far shoppieg , *a WR imt ordy kmp a ly priad 990 offm mn the table
in the event usarket pT3ees but it abo to provide offers
tlha# take sduantikge of cuvA maz]cai pim, whialz 3,a a benefit for tltogp3ng cus
A= , we iFhtsi the RSR, as JaWW . .143(b)(2)(4 Imbed Code 3a
juoe and mwwAW and u ba ncn-iryp .

Fittoy, tite Conunisdon notes that aut° cZebrtniwtiare atuding` tke RSR b heogy
dTmdakt on the amount of 990lc►ad stiil wrved by ft Gompany. A * p, in tl*
eveft dmt durkis the ierm of t!e OF, thecre is a .reducdm la nmlihoppft
laad for reasma beyond the cawal of ft Cmnputy, offier tPm far nhapping, ft
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Compmy is audwdzed to R3e an app€ication to a4aat the to avount for sur.lg
chvvs.

?. . aa 1'

a4s part of its ffi ed MF,ARP•Ohao propeses a itrarsiizott to a ftatty-compeWve
a 'I4 Est paat of AEP-Qhio's pw . iaecludes an •oniy,

AaCtiok# of five perant tht wM mCttr pem to ARP-47l1io°9
mxdom The amp-only sZi aa>cdm wasald OMWAlft upon a final ardec in
tNa p i wct ##w cmpmte sepandw pIa4 with the delivery • to ext=W fo
Dece r 31, 2M {ASP4W Ey,1(11 at 20-21} AEP-Obia notes.. . that specific d
would be addressed upon the iaaaaam of fta1 uxdeea in t4io pro 94

AbP-CWs, propaeat also ipncludes a ccauniftent to torAuct an amg
auctk>m for 1£10 peresset of the SSO load fordalivesy in j 2013, By June 1.2015, AE't'-
4No wffl cotaciud a canipetidve bid procuzwnerA (+CBP) prmm io comaut to an etwo
and ecapacEty xtiastion to ssmce 'sb mare 980 load (taL at 19-21, AR#'-Oiaio Bx.1QD at 1041).
!►BP•Ol+iua wkness Fowena aTUmed #Iaat#toe]une 1,2M5warp ard mpectty auctlon.wliI
perwft wmpedfte supplfers and markom to bid fnto ASPaCHiia°s load, aa iha PRR

`wi11I be te e.(d4t). AEP-Obio anticipates eheCOP wiU be si"sr toproom
otlscr 471tl® ubbtg CgP filiaqs^ and exptaEu tiurit debAs of ft CBP wtdl bespedik
ad . i,ma fiatum fil3t*

ABP<Ohio exp3e3ru that +!m jurea 1,, ms, dobe to swvim its entlm Sso Ioad by
is based on the we for ASP'a fcstamotaevxim poot to be terrnliinai:ed mrd AEi'-auchm

Ql+W^ 0MPMft SepuatiAat plan b0bg appxaved. tAEP-ado e++ritmee Phgxp N&ru+
explaira diat an SSO mtcdm . pziot to paal : . tion t:u►y cqxoe A^.'43r3a to
si ' t ftnandd laarm, and if ft auceion voa.urs pcioz to cogorate ox4 it is
poeWHe titat AEIP-OWa geYeeicadm may rot be utfted irc the suehaga (AEP-OWm Bx.109
at 4 Furdw, points out thaat a ftsit auction pxiisr 9o juo 1, 2015, w*onad ccmVW
wi#hats MR cozcanattuent tlsat contirp^m uroi1l Idap 31, 2Q1g {AliP-OW Regly Bt at46^

PAS sxud T?13[i,/DWAM argue tbA AEP'-Obiocoextd hold an ` =weftte, without
wairing for pcaal . tgu,t and empmate on. PS wibvm Rodney Fiazne
teadfied thd tlw ABP poot agtemmi 'ro . &at would pn^evalt a C'BF
(FE5 Bx 103 at 3). DjSfft fD tRoat a dea1► in Ehw intp •^n of tlae (:"SF
p custuimezs hy preves►t9rtg fmom Wdng aadvuftp of the tuzxenk ms*A
rates ' Au Hc. i01 at5}.

Oft= ', 3ndudmg R1~9A and i:xelvrr, pmp^ mdons to AW4kas
g^ aulia pzocemL Rueton bdkm the and ce ►padiir auction for the
SSO load shmuld be =derstcd to June 1, 2t11,lw in order to . cuetamm to take
advantmp of tim gxd®n wPe#e nobes ft Juna 1, 2M4 date wonlci be s4x

00051



17-34&- , et aL -39-

mordM a,#ha ft date by wbirh AHP-tfta lr►cifcatBd ft =poraW separagon aad pard
' tiois weruttd becompleted nEx. 101 at 15-20)o R A makes a skWa

proposal, bitt that a June 1, 2014, aEurttcm be emW oz ►[y, as Oft sO aBom .4EP4)No Ox
mon0a to pnpue for auctkm au1 pzvufdees eaas H►ith the bwafits amdaWd xM a
competiUve m%W (US1A Er. q!. 1647). WSi 4G cmtruyF P,J\,JC L5Y p ft s •

to be heldl durl% &-$t five niontYs of 2MS wodd 1e dehimM reddenU
cwftam% and erenats that the on adopt dffermt appro-vh (4OC Br> at 10
103). C?CCsan that coanpsWn muWpdm 1n2M8 tmy be hWher ffisnprices that
would readt AEP4)W can to pwvbm e from its affMate,
x cts tiat ft Co the areenat . AEP-Ohlo =d its
d ° fie to contixwe d ° ft fn* five monft of 2DI5, or, tas dw at ' e, AMP.aSa
kmdd CSPWty harae its aton affftte at RPM (id. atZ43).prlm

In add°a fxelm " woonnnends that ft C=mWm AEP-ONo to
condad its CBP kt a maraw tMt b cmdstat wilh the prwesm that ok4r;
at6d FkgEneW used In fludr UIM Y'A6eltt A11dO tl'At CSW'

dehWs of the CDP promm In a tirmly marma wkti expedite -Oka`s trarmition to
coMpefta arA era= there sxo no delays ted with setifirg th+e^ ismes 3n kta
pmmftp S , Ev" ppropom tUt " CDP simild be con"enk with
statuterY dkeedvw set f®rth im Secflm 4Z Revised Code, a-A sTouRd emaa= the
dates fm p=wwwt evnft do atat cozdis.t wbh dates of otha ddzWt smim
pra+ mremnft cmAuebed by ativr HDua Sxd-onwamathat if the sa of tlw

°emttt pmcm aee left ope fox t'smik,, tttm xnay be wteeatray dutcmdd
bnut bklder . pagm attd led to 1eo ... ffi Emtsn alm r owt
the . .^Cmandalon emm ft CDP praem ia open ardE trawpamt by hnvia+g U&tutdve
4atab eestablidbed in a` ym By- 101 atW1^.

The Coa=lsdon &As that AEP-Ohia's p campeEittve auctim p
sttould be modified. P3rst, we beRetre AEP-Oh€o'a amW wdy, f of five
pavent of the sSOlcai is tuolow, a AV-OhW wgi be a M emff aucdon Junuay 1,
2MS, aA ** elioe-d-sysberaa audkxm e+t31 not m " nar,ti?, six rmnft after tte
coqwaft seperatirnx order is mued. Acmdinoy, we fti that h="Ang the pamtap
toa1Q percent -shom--of-eyotem auwUm wilE fudlita+e a owwthu ' to a fult energy
a

Semd, ft Cmm"izt w-Ldez - the importam of cu able to
taOe adm tap of mar ased the benefits of developft a healthy
compedtive axw&4 thua we a. °Qws wgummts, as sicwft ft movement to
competative aceetions would ' p by prectu t^
from awfing any b^,Hte froma c^a. band an ti^e ia^ of ^ me'rs
ltavft acow to audmt4msed paim azd ennaft an exped3dcros tcarseittozd to a 6ui3
amW ancgott, in addhion to mW&S 41ie modified ffiF' more favor" than the neau$tx
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that would odwrwW apply under Section .142, R° Code, we find tbAt AEP'•Ohirn
is bk of ett eneW auctiott for ddivecy c * on Jtam 1, 2M4.
Dwe,4om we dnvct ABf'-4blo to conc3uer an fcc delivery cDuwvencL-vg on
3em 1, 2Ol4, far 60 pemcent of its toad, and delivergr covamnemg on jumay 1, 2p15, kr
the reuminder of AIR1P-C?Iuu'a ._ .' load. AEP-Ohia'a June 1, M, amW and capec£tymeW
eucdoat tfiatias arc a be end should be tn additim nodftg wftin t'^
Otft precludes AW-ade or any affilate from <.. .bidding inbo

detab

any of ttaese itucdw&

p'uWly, we agrea with lEWan fibat tiae obdmttve of tle CBP pr
to be emblidied to mwdWze the mmdm of partidpants In A8i'Ai ►tes auctionm ffirouo
en oMU and t auetioit . We diVct ABP-UIuo fa WWAbh a. taBP PZ OOUS
c... ' with Swtigm 4928.292, Revbed Code, by Dwember 2ML The CBP dodd
bdude gsa1 to ensure an ' &nt thad paaip ia setecled to enme dme is at
open attd transpamt solicltaiiran pwcas, a swdard bid evalva43an, and c3eetr praduct
dafiasitiom. We encourage ,Als'NtNo to look to ae^nt succewM CG'FP pmcewao, such as
DuU "Ol'dd8a In taUtltlg its CBl' F ► .A$P^Uhlo Is mdered to Wdate a
suk"der prasese wflthfn 30 dayafimm the date af thSs 'n in order.

8. „^ ^aes

TSe nwdified appricatian Wudes a. seatim of oATent oget eMtding
assd sta.y p°`w rdabe+d to do poom iinwbkhmdonva

can aRntch to a Cmpebtive F,eA Mectrk :5exv^ ^RE prov3dea° and sabsequady
refttxn to the SSO racea (AEP.t]1uo Nac.121 at 4). E hto po6xeta out that the applisatiaxi
Indudes bendkial modgkadow for CRES pzvvklm enu! cuxkWM% 1ntuding Lher
addttiozt of peg►k load contlxwon (['(A e ►nd aeteavtk mvke ge&U I®ad MFI,)
idomuBm to the masbw cu"m tiqt aBr-ohlo wWwa ^^h twdhed that AEROW
aLao eftminbu the Wday aeaft r' t pr€or to ez►rolling vft aCRHS pro°v3der, tSe
12 month a#aq reqia` b for commembi and lnlustrW cmoomms that retim to 8St3
rat+e.e begUM4V januexy 1, 2015, and t+eq ts for raMeaW azcd smd aconunacW
cusl+Dmena that return tn SS0 ? rata be required to stky an ffie 56O gYan: untlt Apd 15tlt of
the Wlow4 year, ingon junmy1, 701s VA)

Exdoat agm that ATP-0him needs ta maace a iat oadet to develop
the ampeWve market. 4edScally, Exelcnra reques" the Ccrawassiam kqgwmt rate and
bM nadybdMng and a standW rusixlwe of receivAles (PoYt) praageam, eF^* am 9Q-
day atUxt nequiremnt bum6tely, arW Implement a proem fc, provide QES Mvidm
with data r&titig ^ KC and NSPL vaiue& Fdr^i twa a t,itiat,
ca tw}th the Duke EW aada, the .. .Conwdnion order ABP-Oua pwvW via
dectmk dam intmNM t data indvft 26toziCal usage arA KW*tkd
htexvel deta, NSPI, auc! KC dalo, and a Y. &ted 11st for CRESPzOvxlt
ppov3dera ta stow ammft tl9at am =mMy owned w9tE► tie tRIS 'er. (Exam
RK.1D3 at 33-Mj. that this kdownatwan ,91 aAosa tREs prauidess to
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mnoxe effec"y serve nuftam and result in +acsat efficimt competit6nr ► (Pd) W Fain
hulba p that dar lm tton ` wli lower com for . , . , ^ pbxdy
desn'be naies iknd cwtmd temu, and allaw both and ctistmm to easity
wdmdmg AEP'-t)hio'e mq*. %ve pracm ( Ia> at 35-34

cu*mmA andt IGS pravide ftt ,AEE' ° 'ffi . .. ile cmlfuft to
and d nE tss proWezs fm paYavuism aslt of which mmy be comected
fivough the t* don od a IEoR progam tPist would w1% a
single bM aad collWim point A Er. 201 at 72-17, IGS 16x, 10I at YSj. IG8 wftm
Parki pcbft out ftt swAtdiang fi of nat=d ps u4`1# and Dults 2►m 'creased
upm ft lm ffm of PC►R progme {IGS Ex. 11 at 18-19^ ^'sSA witnm

. 1wh a3ao rsde iMt the C=w*mart aihvct AEPa4blo to cfevelnp a web.
to provide

I+^^r 31, 2(ri4 ^ 101 at 12=:t3}. It1^A ac ►d t3SR/'t9 C aleo ras data bythat
AIKF'-CCWa reduce or g fem as wtTt as customerminknum stay

' (Id.,DER E c. I01 at ). PS witness BanU nvted tW the ba and mkftmm stay
te hbuics c . by nu&fng it diffimIt. fca to swit& (FES JRac.

ias ^34

VMe ttce Comadssion ftpp" A'EP-CWa proviobno ftt enmurap d9e
dovdopWAMt of c e asaskift modifimflom tkee3 to be ma& AN-Olda wibuse
Roush " MAMW K,G and NM iniomuiUaat wM be incin(teci In # ►^ mader
maftw^^ ^^^mke anycomoftcomft time ftam ft lrbrmtka
wauld bwmw avaW9% nor ffie .

wn whkh cuotonmrs . be awe tosped&
aac+ess ft dab. We noft tlAt reomt u w bave bem r ta the eI . •"
in'MMDge PDl) standards devgaped by the t?b&c IEDt Woak]ag Group (C?rWG}. T&
COm=Wm valuea *e effoft of C7&WG m developing vnifOxm tiwtsl andstandards
wa ^^ AEP-C)W* to aaul anOtk WOhiR !he 8Mp tD Urq1eMeVt
sotutiam which an fair aad reasonalAe, and do not dbaknhiate aphmt atry ^
pravicw.

Accm4ingy, we direct AEP-Ohio' to awaiop an e1 - Votern to provide COS
providers aqcm to data, inclnclirag, but nsgt Iiautecl to, Im iand 1,MpL
valum and histadcal e Kcl % no ]aW fta MV 31, 2D314 Witlurn30 day,s
ham tlxe dabe of #lvis apinion md order, we dhvd ve tWes fmmn AEP-Qbdo to
seltedule $..mmetmg with memben of the oEwG to develop a foatiacetp Wwaub
developing an BDt that will uvm efbwdvety mve custmnm, aM pmmote stft poidn
itt accordarm, witk ° 492FLiYt, Rwised Co& , as AWN= explam that ft
neMm ` t!s n.or Is opposed to the iim cd a POR prognm (AEP-Qhio Reply 8r. at bf;.
60, we wcotmge fitwmftd dw to atbwd a warkghop In ro#uncficn with dte
Sve ye,r zaSe teviaew of ChipW 490'i 2•1Q, OAG., as establWnd In Can hTo.12,2QWEL.
ORD at at, ta be heZd on AtegLst 31, 2012. Ixa uw twmt order m FkdLwrWs etectxit
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pian (Scs CaW No. 122223f3- ), we nMd ft* ta3a wodmbop wosttd be m
apprnpAa4e plm of stdAoldna in ft FbMBmV pmcwdhW to redew ieeuee rdaW
toI'"C!i sirm^y,we.. . t3tiswor vr afsopmide ire
ft.s ptaeeedEtt,g an oppcathui4ty'ta tM mugs of estpbMbg FogwA
kor othw Ohio ED1Js that are not = yusing e=L The m conciude9 tlat
the PWs o f3snt to A'Bp'-i7WS rm dmps, and
stay pwvWocis tirat axe set ta take e€fect on l 1Y 2M5, no corWetent uvith Agp-
Otda's pmiotely toiffi. Fwdwr, as we garacr3onsly eeftWtftd In mar odghW
opiriiani and order in lhis case, %waVselalms arex+ot emewive or a>w . tvAtka otber
dee6ft dWbifim u#slatms, and wM hadw support the development of cmpedttve
markob ^ 4 in I 1, 2 . nad^ we ffi °°rm W be
re

9. hmqomoRwu
Tlufi p y'^ modiW SP app i ° indudoo a' . tim lovashnem Rtdas

(DIk), pmmuo* to the pravisloro of Seedm 492I<143(B)"} oa (d), ltieviwd Code, and
with ti►e approved in the y'a distribWon zsxe case,zx tDmMouat

provWie cagrlW fwn+DAg, hiduftg anVing coat on hxtemerAd Wtton h1rashuctwe
to andl advwdmd ogIas. A cttue, acc . •
to ANP-Cluto, Is fhe pumay of Issaa& AIRP-OWo
M&WO dhat tiie DIR will facilkate gnd to ' anad Imprava

tiort aelisbOityyi slfp cokam tictns aad ft eTectatim of 4[ta distribstfist
utitity, as well as s of t&e and reduce the iraquftxy of
taage dWdixLfta zatQ mm. Replac=ert of aft dbtzftdon equipmmit wM also
suplauri the advmecl wJerto ° of gndMAU ° w31I cadimce the dwolon of
mstww oettag,as taas,ed on prel^ 1 Wmmdm The Company
stSm tMt ib ewftgcapital an armd t in cxem of
$150 auilion plnt® aperatiotss trA nta4otattaim ia .,bu4iDa ANCtL The DIt m m
as pmpaaed by the Company, ksclud,es compwafft to neeoaver fsaogerty tomR, comznaiciaD
actlaity bkac, and to eam a returnon plerct' cne a cost of debt of 5.46 pmmt,
a rgttaxi on mmmon equity of 102 p=ent uuWbing percent debt an152.29 pocent
cornawn equity capittt aftctum. Tiue Pe't capiW additiom to be indudtd in the DIR
reffect . plazt " after Aupgt 31, 2M4, as adjusted fm d
d `timt, lWnuse August 31, 2020, ia tf<e date OWWA In the Cosatpays ma&t Teceit

tiox► xate cm md any ir%aum in uat piaft *,At oems ra€^c that date is nd
aecovwed In tm ratm Ttse CoWany propom to cap #ie DIR mochadm at $66 '
isn = $104 agtnan for 2013, $124 miMm dar 23`1.4 and S,51.7 miiiism ► fm tha "rlod
jamaacy i ftauSh May 3at, 23iS, for a toad af MS q. - As the DM modumism is
cEesiVA4 for any qeac dsac the Company's imnes ft wonld reeult in mmum to be

lt ba n AW-OW, Gm N®6° 11-MaAM ot si, Ophdm ud Osda at " P 14 2pli' in
idne ev phIV.A.Soft4wjofne ard tf®aftdon 2420tY°
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coll wldch oweed the cap, #ne ov woWd be xeccivered and be subject to ft cap
i:i#he ent period. ^ y, foranp yen that the rrevam oolIecW under the
DIR 3s 1eft ftn the sruaatal cap it11 ., then the . be applied to hxrem
the eitp iog the subsequft period. 'Flie C .. y notes that the DIR re>eanne requhmot

the $62344 mgor: revmua credit reflected an the C rt appmed
Sttpulatim In tile CoztpsYs distn"vatsan rate case.v As pro posed #}w Gomypazty, the
I?M would be adMbed " ybc ► . . ° xaet capftal add,itwns, ftdud
c

mg
apitmt . ftw mQecWd iaa otia ° * and mmdkd for over &W sazaddr rewvay. 79ie

ComPoY spedficaDy Rs t'maagh the that when nwm me reph=d by
the lna tlot of mait the xtict bDok value of the rqkmd meter be •included. .
as a mgulatmy usd for moey in a fidwe A#i* Me DIR mfthanism woWd be
mUkled as a pacntap of tamse dh Banue the DIR pwvkks the
Conpany witli a izWy eoat uwoM medwAsm fa dWnIx6km mvestmew^ ,AEP-iohio
wx1l IMt eo ,sftk a dwW In dWrgmdon 'taan rates wA#& wn effective dWA ew1ier Om
June 1, 2015. (AEP•C3W a 116 at MZ AEP41do tbL 110 ati8-19.)

TI* COIApatyY ttOIW thA SAff ' uatcety xs iM Ccenpany's clistnlmlicrx►
sya^t ty by way of suvke =+ e x^epor^ mad coinpHom
ppmvWmin t to Chaptes 4901:1 iQ. O.AC. Ln reHom on Staff testkw", the
ComPany Ofts tlhat ft reliabititp of ft distribution wistem enduated m a part of
t3►ier case. (SW Em.1Q6 ak", Tr. $t439, .)

Cuskow m tim, as detetstuned, by AEi.'4Xdo, an ' with the
C40MPaAY''$ ft m AAP-Obb wHrAtt Kir3spatirck ogmd tlW the updated

survey nmuits stww ttW 19 pemad o--MentW casWnmv orad 20 permt ci
a1 cwftmm expect fikeir maa'bUty a ii€m to imteam ist the roct five

ru& "-OMo points out %d when are coo,i in aang ` vvith
ft Cuskams who eqxct the uMilr to nuhftln tIe leva2 of .s^eliabMy, cwftmm
expm to 90 peraent of . casloaws aud 93 pacw of cow=vmw

. J'EP-OhW afttm It Is cmmdy evay ° ora seaera1 ' vat=
with a Ugh probabikty of Wure amd w1I1 develop a DIR pwpmo, wittt

ftff kqmt, . Ift conslderatdan tiae mmabar. of (AfiPiDhio & 110
at 11•19^)

OHA supporb tIe adopOon of the DIR as pmpved by the AKA Br. at
2). KrOW, QcC and AP3P11, on the oam band, ask the CommWm to reject the De, u

^ fru^+a^ze tothat tfi^ seoorvery of . titim^ted co^.^
s

^ ^
tlm cow a12 best

i:1 the cont,astt of a 1ue titL xm#a sm w'hffiB Sush cost tue mm
ftR'OUgtIY mvkwW by the 4G7 WCDII, ralogP.i amb 2hSt mairftining }^ dimrfttkm

12 f^
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systam a hwdamentol ropmuMity of the uMq and the +Campa7ny dwald ue fiD
the tmm of ita tast_ ` rate cm una : rmt m pxor If

the CD ''osti etecb to adopt the DIR ai ' , ICroggr endaaies SWs pasidoaa ftt
the DIR U ' 'ed to accomt hs accumulated itaxn (ADTI) and

a9eu1 tax depnciadm In iidditiM K that the DIR for Oe CSP rate .
and ft UF xm me . attd to cxt of each mfique • araa sbowd be

tn^ and ibe d tias+,, com aedgned on ft basis of cad cauutiom OC wid
APJN add the C s remn #ar puroWng the DI& as a component of ft
1'ati[@T than 1i4 the 419LTi 'Ca®% ifi the impediom of 6lRo recovey ud WhT1 that

Ya#OY1a1e i8 comidered izf trn with the lack,o# &ftn rnt the pr*Cts to be +nov
vida 6e nIR, ftnest t ft DlR Is c►®t 8+c 101 at 2Mk, Krogn Reply
DS. at3-k- OOC/APIN BL. at87.W,Tr. at 11K)

OM aTId APIN =Wm dpRt in detwadrft '44T . the ^ilt anaphe with the
req ts of Sedian 1OOW}(h), RwiW Cod^ dw Company fwum "slvsively

pewe%on ft peemntage of . . .. wd waumcM enn Cn and 73mulavW
vety) who do not m t8iat their eIedrfc setvica reliabiYity expectabom w;ff

hvmw zadher than tlw ty of mstomm xbo m"d ttveir scmko zeliatilltp
oTeftfto inmm (19 pavft anei 20 ''vv3p}. OCC and AP}'N nobepacent
"t 10 PMMnt OE rel. and Seveat pea+cMt Of CoauWrdiel CUBMWOrlKpert
Op* r®lia " expwtaftm fio decreaft over thenext ilve years, At best Om hftaenm
asecit the ozatma survsyrmdu we hmnduoWe nptdbg aca wTftutm° foc xlabffity

aments as t!e nu,jarity of cushmmm aae conbrit with the status qu4x C?OC and
APIN ftbe that wth the lwk of pzoject , aacl vOuDut providing an anatysb a(
=Umw reliatWtyv wqmftdm t w'sth Pr*d

burdm
cost and

m"m
perWuome

%m,p.s!vevmts. AEP-tJfub ha fidW to meet ftff of prwF to the D1IR.
Aec . yo CCC and A7PjN r t that " praavWat of the modiW Bg ba
{AESflW Pg, 110 at at.:IZ t7XjAPJN Or. at 509,.9".

mct empbwtm that the 13lR, as AEP-Obio witnesa Roush ftstfi4
wcxstd, t€ approved as ropos4 result In G al ' tadff rae mtoam rrwdving
an inCrefte of a ' tdy 9:4.2 petcent m du xt durgm about $2.00 mwMy
(NHB/COSS ik. at "; Tr, at 1162-1163).

ttut t<^m^M with ft Tequkamm of Rule 4 °t-10-1f9(8)(I),
CS.A.C., ASP-ONo hu xato bft7' ledb ae
ammmi by the motmr" avesaga pt#un, durablait Wex t 4 and system
avemp iuttmagiion fieq,umcy 3rulec (SAMj." ,AicoOCding to Staff, ogumt¢ of och
CAIDI and SlIIFI uito accomnt the dectdc tttllitp°s ttewyear
perforawnce, system i adv , ft gwpqhy of ft utility's

23 See Lc^r Caaa 1^Ia i14- Op^e wadf^ lL^QIOj.
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sarwioe ' ry, custama m avmqs and otha rekvant araonftns
the utt4#ty's comph wA the adtabft off= that based an cmw=
surs►ays.75 to BD p pt reddenU and co am eatialled averaR with
the C y's 8ervree ^ Uity. Howem, the Company's 2t1f1 r.+etiabgity mwsures
wen below thdr uliataV nwaures for 2D'tp for C&F andi ttue SAM awarxe was wcm
in 2M1 #2aui in 7Mtt ffcu QP. Aowrdl4y, Staff 69 Affis-0Ws kb ty
vWeftom axe nat witaa the vftbflity •ams of He ewwatem
Staff ftt a aunbft o cmviftm be hwposed cr} the . oes
appmval ot the ON, ta4uftg tut t3m . yb+a aotdaed to wmk +uarth Statf to devekvp
a dWbibutm . pbA tiW the DIR uwlumtm 3nctudeim offsetlor ADT'T,. °ve
of am CmVavyls kworabbmy with t'he ' d(m rate ease satdewwo, andammied
that gri ^ of M nla^ ^trcrt^ ^ ^ thmu^tt^ DIR, of ^ ^litate the
hockkg

r Pmla^ that be ^^ d to make Dy ftW to updaft &e
DIR nwMnbm vwidr ft ffied rate to be eftective, sazdass suWmded by tproe Cbnwr&do4
60 days aft E T3ue 1DYR. tudumisai, as advocated bY Stak woWd be saVled to
Aauttaai audits after each May Ming aa4 In a su*Ct to a$nat t+econcU{atitu►
an or about May 31, 2D45. VVitit the final recondliatiorv Staff xecoammub that

Oft
any

by 1EP-Qhio in e,xcese of the cap be refinided toaWAisbtA mdmm
as a ootwdm aedlt an mtow ]b1lls. (PAff Ex. 7l06 at 6-11; ftff rx.108 at 34; Tr. at
43".)

AFP-0htc► witb the Stff'a rabwWe that the Cy's and mftmees
owectations ace riot ' .'Iu Company remm that ttee Buff rel3es on ft nuaty

. and ft gect #teat tiw Company pado=ed bwl+arw thfa kvel of the gmeding year.
ABP-Oh#a o that In fM most racettcns resa.bt8o, with ft mmaq •
as the pdor year, ft C,att9pany a+eceived an 85 pava* posittve aft fhom reddenhal
ccrstomen and a 92 pwmnl poai6tve ratmg° fmm c+v= [oz° pwiding
relinb]e sm-ike F ,AMlP-Ohin paisft out dw ndming ,om of de aight a.
rdiabghy s & da3ag ft two yen pwitxl dow rot, unft tlw rad*a, comdttft a
vislatsoae. The C=pW aiao wbm ftt ft r$ia ara ASaded by stownw,
wY'ddi an ttot....: defittedas . and 1ke tee-c used waBages. (rr. at

, 4347, 7; OCC $x.119, Att« JDW-Z)

AEE'4)W ^ opposes StaWs rarv to Me the DIR plan it+ a sepat^m
.dodm4 subject to an advasorbd pr . The Company greet ewcom
tte}s ndataaat, if adoptCt, will Wtin #he Commistaxi n4womaragUl and
becoming overly mvvlved, I.t the °daq taday opemUm of the buslnm umts witbht the
x,6^;piy, «

^"'J As to StWe atad KmgWs popowd +kQ d the DIR to aMunt for ADTl, the
Coapny =ponds tW such an w1jushnent wauld luva . tod tu a redumd DIR ccwHt
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3f ta&en lft account when gh;e b.' ',cm, rate seelement was pftuHn& a
arsm that the deddon on the Dtlt in " modffied ESP eoafd c.' to mia= tlw
underekuiftg +af the p to the b° ei(u ► rate ase as any cliatige wouid Improperly
irnpart theon►=II dR9Pp. .(ABNC1WEx. 151a39»10 )

As au* . by SectioaY 4928 143M)(2)f It^ Revind Cbde, at ► ESP utay Wade ft
xemety ^capital c,ost fat° distribution irafr to ^ ove taaWAtijr for
ontoum A px»v3sion for d 'btt,tioat hdrastruchrre aad vxdea^wdon bwerOves nay,
but need nct Wtude a Iang-km avmg ddlvery' cture mod ° 93or, pdan. We
&d that the 'fJM is an ' ` e rt tcing to ocdeirabe recovery of the CompoWs
inv in dWrfttlon wxvke In ° g whedw to agpzm agt ESP that omtWm
any provWon for dbuftdon swvkm, Smtion 4928.I 2)(h)s Revmd Ccda, directs the

m as part aE its d, edan, to owndm ft rellabMity of ft elemk ufttp's
tion, system aW osme that re od tt^ decttk u s mpeftbm are

ahgried and dat the ekctrk . is p. emp' on arrl d
s to dissftbUity of fts digbibutlm rystm

Irt " madiW SSP, dav Is gozcte df nt betwm ,BtW and the ConaFany
whWw arr xtot AW4)6iars aatiawity wpm-Odom ars ftned rn& tm mm of i4e
castomsrsThe Connpi+ny fomm on to conclude *at tiow mre
ali wttite Staff bftrprets the dight degrkUdon In the "!y pxfb^

m to fCtd3cate fluit wyecwkm ari not ate the diffwent om
by ite C. y and Sta ft m fsadas tBd both ft#f and the COanpany have
demanotmW ftt ktdeed, c a hfgh dart of rellabde
C'^tvan tlmt custaaier surr,ay® are ore cowqmwa in the Wor umd to eoOAWh the

, 1ty bulkes and the atiight avductian in the level of amawred ^forrma^r-- on whdellt
the Sfaff caaacTutiea that ' ty wcpacuftm are not allgn4 we we convhwed ftt it is
medWa tlw C y'a arA custmed ticsns. We alo
recopm that cusbmm aa.tisfx,efioat is dependat on whadw the cnatomp,r bsa recently
oTaknnpA a^.y urvim au#aM and how qiaicMy sonrke was testorai

Ihe .. "arn finds dmk adogtitm of the IDM and ft 3aqmrred mvke that wM
cxom with t1te vepbommt of afti&satrncture vil fa . impraved serrrke
rdiabMt,y amd betber allp the .o y►s and la cuawmeTi wcpeftUor& The Campgtny
a to be piaring mf6ceriY proaclave emng 'an and wIlll dedkoft sufficient

s to ft re1'r.abUity of b ib ueion , Having wAde swh a the
Co ° approves tlhe DIR an an appropriate irarSve to accalareft =ecamy of AfP-
ObWe pmdetWy ° fttlaet lnveftwAt We aMhada thar ft E9li
mwhwdm " not irrlude any W.A1' imft the gridSMAR'f' shaU be
wpmte arA apart ftvm to DI$ nwcbenism and .. 1+V'skh this ckwificaftxi, we
bakve it Is um=essary to addrm the Company's request to aliowr ft re ft net
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book value aaf zeutioveaf 2natera to bs icyladed as a regWatury saw 1e tfme& ft
Da^nwdumiwL

We agme with Staff aW Kroger that the DIR awhatikm be mvLwd to amDuat for
AM: TtM GommiesiOn $t ►ds ttrat it is not appropriate to estabUsh the U]R rate
mwharkm In e=ar= rv2+i& prmides tltie- Compmy wUh ** bwjrabqmya
supplied.lumdg. Any bwdb 'hvm A1D1T should be mflected in the DIR nvmnue
requimem Tbmfom, the Cb=Won to ib DM to xefmt the
ADtr offoat

As wae noted in the December 14, 2012 Order ors ft fSP Z we fird eat Wm
t'he DIR medanim reqadm Co=dwim oveTaght We beWa W It Is deftmxbl to
the etake's ecco=W tD zequire tbs utftity to be mactionW at allmnr the .o e
Standards to take a negative #qrca befuse we eneDurep the alectvk ufflity to pxoac+tiv+a[y
and y replace and moderrdit Utrastruxture and, gmetan Cmd it reawimMe to
pa;atiit ft rescovery of prudently incurzed .' tion iribaa t cbsb.
,AE!'-OWo Is cam-ct to aspixe to mom fxd

directed
m a rective to a mom proactiv+e rapbovat

Iha C .yis' to work vvith Staff to develop a plan to
empbasm pmaactive dWributlm aualx te chd on wbmre it wtU have
tto^ *auWnkh&g agad lmpmvhV eb ty for cwWwam ' y,
AEP-Otiu sW work wfth Staft to devdcrp ft DM pba and fite thc Vbn for . . im
review 3rta "paraft dodetby Dscmiber 1, 2D312.

irVitla thm nwdifimtfora, we apprave the !3M 4 and dhact StaFf to
mwnitc^r, as pairt of the prwkm teyiew, by an indepewimt r for bmmvke r ►et
capital addidm and com' valftx► the pmv-tn di . tian mataunamo pbn
devduped wirdx the mbbave of hhe StdL Mwd" d3airj'buttm bku
ehatl qtuen,tf£y xai . imgsmesrmta . , emare ap dau?ble x , md %acltde
a adoaa of DIR vqxa&tum over projected ex 'ea and
kvek, The DIR nurlwdszn wFti be aevi+ewed wmuaUy accouxft% , prademy
and compUmm with ft Dd.k Vtan deveiqed bylhe^ AEP-Oh#o.

10. m ftfim .Rft

The modified. ESP a+pp2icatim inclssdea lthe pkwed ` tian ci ft ASP Es*
Pad AgmAmned (P`oo1 Agrewmfj. As a prrrvidan of #fiW ffiP,.AEP-Ohio zequ
appxvoval of a Pbo3 Temmbmtlw Rider (Ft`If), irrti#alty set at zm. f# the Company's
^ MIX-aswpmtim plan. Sed in Can No.121I26-h'L-iANC is appawed as propoW by
the c r, md the Auvm and htikbA urdta are tauftrted a® propowd to ASP•C?bic
dffliates, Ah`P-OW® vwiil not sceu to Wtpkmit t}►s PTR kmpwd" of whadw lost
rav exsxed%3 %nnually. Howem, if thec pbain, b daiiedmMion
or modi64 then AEP-Mouqu to file for the remvery of lcst revenue in
amcbtim witit ftmbwtkm of da Pcoat "Mert via a e zlder. '3Tre PM

00060



-----^-^---^_...,

IUM& s et dl 4&

fie=ePing to AEP-M, is dedgtwd tD Offat ft levesae Joem ea by ft tem*wdon
of dw Pool ssr+ce a' caxit portim of AiP . 's toW ea mAgnmmati

of to . PM mmbam '1`t^ Compmy as that wtth the d tuszi of
the P o d A the Company wiU neibd to find now or additicmal xeaenue ta^ rmva
ttw caft of opmft its Smwxating , ac It wM need to te the cost associated
%YM fta nPAL As AEF - o dahns t* W r 4 fPOStt capatity e" to Pool
Agreemot s . ot be , terd by a W 9ac tJfo mukmt aami% The

y ap %at it witl wly " to mrsver lost pad bam . rev pn amm
of $35 ... peY yearduft ffie term a# the P. (AEP-dbinRx.18302f -23<)

OM APJN, PS an1 MJ appcw the ad ' nof the P'M as they b
no providoac of Sediost M(6P. gwtsed Code. whsch au a thup snd
no C Aon prwa1et for ft FM IEI7 mau #hat appmd of the I'TR wodd

tiaIty be the recovery oiE above-mntd or bwmftkm reveeute in vioktion of Mata law
^ the dectrk doa pL^ (MI) Sti u As pmpood, the lntenrmm da€en
thai t3w PTR is am-aided tv ttae benefit of the C . PM that fi4m isoffm

'th*rreatlora in the rexsr+d to tlldev t'kv Caawdswu'ta evaluate tl^ terms and
condidona of the PM as a part of the modi&d BSP, to .reqaine ra"yen to imbs?a€$350-
$4M sin'lI%cret over ttw term of tlw &S.P. P. , CCC snd APJN nc* thot ft
Go an has ' ed tra to the Povi t for the puqxm
ofcoeWdeft revenue ar ' = irm apporhrdty (capidty w1 ftwgy) as ir,
F!►C costs m . entim of off to ft w4uaticeta of ie amem
earnings tesL16 .Aaemdin*, ULC and APJN m tfiat bomtssa tiu Ca=bsim hma
pnwWudy dbre ' tr ®nsralAbed to tlePtaat ,A , that ft wrmd ba unfair
^ urtreasoraVe to b c$ for lmatTomm d on the Pod
Apeement at the cost of ra4epayem Fog thWe MWAS^ OCC and dw pTR
Otmdd be. r m modified swcie"AHP4Xdo m the buwft ffroen ft
Compwy's o€f MtJ says the PTR providsa a compedtive advsntage to
GwRmowces a4 thwe6ore, YMato r"uhmaiL (t=lAPJN ft
git 8"7; MJ Br. at69; mIIEx.124 at3"1; m Br. at1Q6•10g, "CY. at 582, 698)

The CD' the asmzhm ttat tIm ia no staluiory basb for a pool
ummwtim owt sscovery pnos►i9don in an JlSP on t#ee Imds triet " Commission has
sWsdy r*ctW ttwis upmwt in iEs . 14,2DiI, Ozda on the MP Z wbae the
Commission d a pool tawduadm xudex may be a ed "pm to Secdm

34 AEP-ObiawoWd dew=bw ft anaut►go&]ft nvem by cmnpulag° ih* boetpoaieepedky revw= fasr
the aaoa recus n non& poW pmmdbg t6e affuttm dmie of de m !n %t e4V hd to boom
in1 amt rwme ae1deI w naar wLolook umnscom ar tt atIo¢s nm* wab as s Matt of
%"MMtft*eftai ^

15 ta a o, CLea Adm 94dM m d90 1 MC, ,0 rda 24
16 pn n AMWW* EP Y thtiler at 19' 041rch 14 Mft Iis rf Cm No.149-126I 4kdiff nt

29 qwnry ia,zMt^
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11-346-EL-690, at id. -49-

49.?8.l43@J, Revised Coda,°' and fmther cronIudacl that astdgidsing a raslea "at azwo raia
does not wtolaw any regmkbay pautiple or practice*17 Aaeording to the Gonpszsy, ft
[1}}w middon &at these partke Woe nprdkg the PrR 8m v Wtim as to how, OX !^
edmit to pt1oi twninadw C'(isb S1Ypuld be ieCodveaM@ thT othE nder tNida 8114;<

not aipe m,d sfoulc3 be addmwd it arrid only I#. .AEFOdo amAy pumm rmvery of
any sezch coes ir, the fa#care as paxt of a sepanft pptoteedhig. (AE1P-Ohio Reply Uir, rat 54L
60.)

We ffid stati;atoty mVport far the adoption of the PTR In Sectm 4MI43(B)(2)X
Revbed- Code. The FM sarvts aa an in©entive for W-C)l ►i.o to netve to ompdhtn
nwke't to ft benefit Of 3to 6lwpp^ ^ rm4wpjdng mtwm, wittaxt ngud t6'tlw
p Ie kds of revenue anociakd w t t 1 a t h e tmw*ation of t h e P a d A twnth tba
hslt ie#aat to maket for ail! SW emMmm by no later tiuce June 1, 2015. '1'haetxm we
apgma the f"d'R as a pI der med%ardsm hftadly estabUsbid ikt a rate trf zer^

dnent upon the da revkw of an appucation by ike C y far such
costs. The C m notes ffia.t in pemmitdng the amdm of thw PTR, it 3m rtot
au ' the remvety al any coos for AHP-Ohia, but is stlowing for the estaVidunent
of a pkmMder madmidem and any rewvery under #he FIR must be spedficaDy
authorized by the Conmdnlort U, and wimi, iEP seeics moa ►,ny under the P'd&t, it
w►11 aWz►fgn ths Wzden set fm* irt 5ecidoa,t 4978143, Revined CocTia. Ia addlawk, the
CommWou ilads that in the amut A8P4Xio seeks recovay urds the 1gY'R, A8P41aio
mustftrstd aEet3e e>ctmt to whkh the Paat Agamwmt tted Ohio rers
aver tPta long-tram and the extent to wltktt ft ctate and/ot be almted
to Ohto rabapaym Turttfer, ATP-OhEn szist dmmseate to tfde Ommbnm that Kty
movay #t seeks wder Ohe lP'TR is based upoan, costs whwh v ►oce ppstedy a^d
a.rs 'le hn . y, thm Conunadm notes ttot A.BP4OhW wk}1 cnly, be pemdtted
to this Conwusdon modify or anec►d Its c ta sepwafaon
plan to W In C'ue Ncs.12-11?6-E1.=UNC oady as to divetitaae of t3`<s gwgrafimassecs;
we opedfimUy deny the Company's mqmmt for recovery d=ugh tfio PtR baseci, an any
othae ameWhuct or ana dof the phn by ffus Coommisalm or
do taary ° IOai RatO vr lFBRCs dwid or knpedbmm to the
kwmffm of " Amos aW MitdWV MUU tO AEP-Qhto dftte& AS such, AEF^UilO°8 '
to! YewV@iC lostIE.W$1.1ues under the PM i$ bued excluolY.tly an the JtCt4oiik or lwk fimeof,
Qf thi,4 . on.

21. Qpdw ,

Pmsuxt to the . dqai°s Entry an Re 23. 2012Y ut. the
EF 2 Cafk* aM the *C$jP in11Ed March 7, 2OIZ fT! Ow Capedtj► CaS@, the Corrunission

dhecbd triat the Capachy Case proceed, wa8mt fwrdx "y.* so hmlftte the
devdopnwft of the recoa+d to add,tess the auWda of ft MP proceedixig.

V tecn AEP-OW Cm'No.'t1346- s#aL, OmW WOpmvla. 14,1431).
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Whl.s the Capacity on an expedited sdiedide t® debmulne tne staate
c f%cn mecbwdwn, ARl'-U2lo rese sstclasK as a rompomt of this
xwdiftei. ESP, a capdt,y praroision dffmat faona Its If on poffion in the Capcity
Case, vsriLk3i may be s9a.ed as faUovm As a em t of " madMed W, tlta
Company propom a Ewoo-tiered„ caparity pxking w cdup, with a tiex I raw of U45.79
per M1i-day mut a-ttes 2ra*oE M.00par MW-day. Shopping cuswnumk wxttsua wh
xate class, rvrsavlad rmiva t3et I c hy ratm Iri pmpmtxm to Omir reladve rOO-sata Lwd,
bawi on the CoaapaWs xetai1 load. Denic ►gg MZ x1 pacwt of the Company's tolsi retafl
load ddaeoetiva tier 1 mpedty and 3n 2t113, the : ge would hicresse to 31
PffCetkt In 2014, t#mgh ft and of the El°', My 32, tft tm 3od omde pertmtoge
waudd hwem to 41 pmtftt of the Campany4 aetait load. Alt othac sbtopph^g s
wcsuld reoeLva ida 2 capad4y aate& Faor 20l?Y an a.dcHita aMotmeM cd lisr I '
capadty wlt be evaRaMe to ztem . vustomers who am part of a c tg ttat
approved a govenuncrtaA agpegadon pmWun on oxWow November S, 2011, even If the
aet ` ha^ b^r► d. ASJE'4*ia ^ swt propow any spmW captmty mt-msida for
gov p 2D1Z (AEP4DI-do Ec. 201 atAs ARPO+ia Bx.
116 at 6.7.)

ARF.C3liio argums teat i8s for capacity is . :?2 pes
3utlN-ciay. aa supparb^d 1ay t3^ ^ fi^ts ty Casa. 1F , AHE'-C^
w^th ft►rivard ^2 by ap^s q?5dE ^v^ t^ a^ ^E

and up^n t^ swi rates ^ at^r Ohta, ^^c pawtUtIlItIft
U"Ot^at by t^ ea^, c^' .^ tca -t3^+a t^rzit^ry w^t i.ax^ease to 65 of

^ t^ 84 ^ l^ed aand 9ff caf L-KkUWd laad
^r^c1 . c^ ^ aisftmw^' ^P"-t^o that ^ two-da ca
medmdm Is a dhaAft from ti* Cmpmyx caat of capacity which wril!
pzovida CRES psavlders hoadroozo, tlm abiHty to

electrtc seMce rato and exp °'on in the C'om p'g sftvim
ma" " as a compownt of ft uwdOed p babma the aevenue l itkdy to be
expedenced by the C'ompaa.y. . AEP-Ohio subirdts fMt the ty pdchig
offend as a part of t3ds Is 3n . to mIeigate, In pax^ ft
the '." wiffi potadMy endtare N the ..Com;my is requhvd to Lde capadty aft
PJM'a rate. ( N^ONo.F.x116at4-as8-9;7Cr.ak33203.)

As an al tlve to ft tvo-ttereci +capacit}r .am, AE£'-f,.lW pv4vm as a
conWomd of the nuxUfied , to dmrp CFM pcvvidera Its ewtbedded cost of capAdLy
$355.72 per MW-day with a$1Q par MWh bM creft to sbqppimg cuaWnums, asubjw to a
cap of 31, 2D14. Shop*g credits would be Rmbed tn -ap
to 20 pacent of the load of each e dass for June 2W2 ftouo Adag► 2DM and
ftscma* to 30 pamo Eax t1m getM Itite 2FEl3 IJtayr 2044 anc3 tlm to 40 pavad
for the period jrxm 29I4 ^ 2M. ASP-OWa rationale f®z the s u tfve
is to vcei.ve a dad tuok t to ftp that is Ixed
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aud Icr+ovrt reg"en af the er WWted. (ASP-tlW Ebt.116 a#'15-1?•, Tk, at
4U, 143#.)

Un Ju1y 2, znz the m . m 3esued the ozda in the Capacity cam ( .
Order) w ' the Co=dtdm dewmArted 88 per MW-day as the a ' Eo
dwp to exsabte the CogtpAW tci tecmvar its rapwity costs pursuant to fts
R (FM o Errsa CRES ptovid+era," er, the Cs
aw dkected *,at AEP-OWs c'a a chupta be ft

rak as debemdoW by PIM via its ' 1tty mdudkW hW
zmW A on ft .. Lhat the RPM zaw wID3 " elwhicpr=tote
Cdmpeft 1g

In the Capad{y Oid$='i the g; OTb abo MWwdzed AEP-Cft to mo* ';tls
Fandfg Pf0Ce nIftio defu the mcurred capedty ants not recovered £tOm

prov8daSr ft jtU[bB` 1, Sb ft end of " wMed s with the

ncovay 181h1 t0be eabblidwd bt t^ ^ 20

In t2a8 Chdeir c!n ft modified EF,'the Cn . Otl adopts, as part of the RSR, the
reearvery of the , a ktwom ft RPM-based caps* rme and AEP-Ohia+'astate
con boa nedwmism fog^pndty eusd 1yy ft Cbouxdswom

'Stag endatm ft Companys remey of the diffemme bet%meen tle date
ampmmtion umdumism fog apadty =nKl tEte RPM ube (ftg Wp Dx. at 13). Cn the
oflier 1=4 IEUi OCC and APJN ar^e thAt dwe b no Yam1d evMuvm In ibb tnWffiEd

ESP mm or any affi$t pmceeft& to dete=be an approprlata m to coUect
def vd w iydwgo ict Cmbaedictfaa of the tieqnkemenm #st Swfta 4903.09, ReWW
Code, and the pattes. nol dforde due p:ocew on the is3tx$, Pmtimwm OCC mtd
APJN rmm ti48t dw Ct^ be a providm of an RW as btw
dWSM do riCt faS wBggre oW af tlee spwMed r1s

.
in Becton M&143(B)(1),

Revised Cok and ttgn b no statutary undar Cbhptir , Revised ior susbbob
' OCC and AM Weo . approval of Ehe rewvmy of ddared

ctwges vi ^. ftke paides txp in Swblon ^49^.^ at "'
(A), whwh reqwrw 6d.y Prked mftff r at pm"ph Pa whiCTtelftUk

ts oe Stibsxtes frt3m zmvompedtive to
congetittv reeaiil aacd a& . aph (4 . Y fil*C=m^admtc, p
ak#sk tfona. (QCC/ APjhT Reply Sr. at 18; MU Reply Hr. ".

18 rD^ ^ at. (r*Zw4
19 gsate ^ mIS0* 2,20qe
^ ^^ CW-0A*atZp*2,M2).
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Certidn parties iha cppcn tba . .. ioxe`s otatism of the C `
ddeTmU in do moM $S1P cMreilwk the fmc.t flat the Ca was opened prsr to
each of the S.' 2 a.pQl°u•atiom fiW by AUP-Caia and that ewYt of ft applimtlons
proposed aSWAB COMPOWUM raPIdty rlwge and plan fat zssa2u.licm of t3ae lmc Thm
Co the Conpany's two-ft pla:e and rates, pmposed as a gart of
d6modiffid ISP2.

ra, in wmmlarce with Sms`cma. 4928.144, Jtevissd C'ok the Camdsolm
=y mda--- my ^ and tk p h ^m ofany rate or price ` d undo 5ecdow

142, 4928.142, or 4.143, kcll c the
Cowadmim ' ^ a pUwUv the Commimitm smast AM audwrlze the cauiicsm tsf
the reguUtmjr and to defer the iwatsed . equal to ffie amourit nat collftb4 Plts
carrying chuga on tlw mwmt not cdUectW, and aath*rin the xecavey of dtw ddea-A
anA r,arrytag chaaVas ty way of a ble sumbarge.

Sovaal of ffie mierv that becaus* *e record in ft m " IM was
dosed whm ti^ dty Order was bsu4 the : of ca was raik m®de
an ism In 4^ nvdfied ESP cw, the ra=d does not support ft ddevA of cApadty
darges or Oat the pmom wao aot affoxied due pwom on " ime. We dloagm AFP-
Qhio and a piagt as a gart of fhis modiW ESP and
wrAstmt wft ** dGa "s m* . we mp apgxave or modify med %Tr
BS
modify

P Nofift$ m ft
deferrals

144, Revind Cade^ lklnft tl^ mtt,^tm`s audwn
tk^e 195P ^ ^ude anita own u^taan, With the s^i's ' ^ tato

be& coUecft ttie ddm-d in part dnmo tte M all am Ws vaEber
are -.: W in that nctlm of the Otder.

12, in __ ,^ wAfi2Mffveat^aa

As patt of AEP.OWs ESP I , to a . . the ftpmd of the rete incrtme: _. for
cus ® ft Cmmbsim o to Section 49?^ 144, Rcibed Code, tbe
Ccmpmy to phoft-in mp tame u .edt over an establidwd tage fm each 7eaac
a£ the MPA The CmmnWan aas and OP tr, establish a regukWy eaftt to
iecnrd acull ds^ae £ad oVases, carryingcosts at ft welE"average mt of caPiW
(KIAtCj, witch tooovay ftwgU a ruFwYsyp Ie swdWp txs conunem jarknary 1,
26?),Z ad can+timze 31, 2tl1BA This upwt of ft BSP 1 Otda is 15tsa1
arod On Sqtember 10 2011, tS? and OP Med ft Phue-in Rewvery C,aw
applimfim to the am*n of the ftase-In Rwmay Rider (F1RR), a mfthwlsm to
rwpver tihe umunWated d fue! costs, bdudhis cuqiag wft, to be effectWe wuith
the first baftg cycie of ja:aimy 2012. Tta in Raaavey t:aee was a paxt of the

FSP 2 StipWaficn wh*h was WtbRp approved by the Cmranisdan on

21 BBP 1 Ord.wstZt.
22 ge iojdWat n^* YktW E®lR eat6rxQ.
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Dmenber 14, 237.1. O bmt with ft C. "ori'a dhedive in the P"my 23, 2012
Entzy am RdMftg 14wft the ESF' . tim a m urat wkWule weas es • .
for " PtNA-in Rftwfty Csft to pmmd Wependerffly aA asty M. On Augug 7,2M2,
the Co ioniasued its `°mcan the C y'a PMR appl3=dm

I'& . iM Plmwfn RecovW Case, as a paxt of t^ modffied ESP eam
A.EP-Cdo reqezest tta rxovey of the defiered fa,d . oTmvs be ddayed, whRe
condmdriS to accrue canying oaot at WFi.C3C, until ruxe 2Q13. 'YU Company does not
pro o to aeowd ft nwvay pniocL 1MP-t7ltlo abo pwpow tW ft PWIU of CW sA!l
OP be combbad. The md by ibO COUpany for <lelaft MUSCUDA o# dW

b to whidde with w3d offaet tY►e ccxtwhdatlaac of the F.A,C< whkh the Company
nag" ^ ^ impseW ^ to AEPOAo wft" Roudi.
cmbk&g the a^tes wM h=aw ft ra* ftzr . in ft CSF aaa zom and
rWuce ft aite for cras in the OPrxte zom In ft m.oaed, ESP promeding, A13P
C)ba abo requesft tlsat " C 'seon ouspwd #he proea,duM achWule 9n the PMR
at^w. {ARP-OW fK. 118 at8, AEP-Mo Pc> 119 ak3, AEP-l7hio Ex.111 at5•6.}

AEP-tha wftm HawWo . Oas I pau►itft the
' ticra^ of the PIRR was pe"sn Deoemba M!1 bnt dainna *,at securiftation ofnect

tb^ ^ rqWatay mod w1i la-Wy talts abautt nim nwnftto the iseauxe
of a finA non-appeal" aade3r. AH['-OW* adauts' d-at semsa '' of the PIItR
regdatmy assets; cuotww ctw a a rw* of the redudim canying coft
and provide tltw Co^ vAth captid to .' t with ft bwaitka to nurkeL (AIiP-01^o
Rx.'I02 atM)

OCC oppom the noWn ftt ABE'4)W be tted to ftra a nkm on its *wm
capital at WACC wMe the PM as delayed at the . y's mquest. Fu sdea, OC+C and
AI';N wi.th Staff that cm m of ** coumwm as soon as pa e
after the C n iLwo.... its Orda, the delay in+cdkleedon avmnb to an add3ftral cost
of SmMon. OCC and. APIN arge Oat t'hwe a.^ no t$cnt fcax ft dday wci 41se
delay at WACC ody ta ft Caoipanq. Skice the delayed mOactim is at theberleft
Canr+gmq's xsquat, OCC and APIN advocate that no chajtges acGrueor
the r be reduced to tlv 1mg4em carst of debt. (OCC Bat.115 at 4•7; OCC ]Ex.
11I at 2tf®2Z OCCj AP)N B,r. at 64472)

MmUady. IESJ srpes tW the etday of tYse M viAates Swdon 444, Revised
Code, wbidt nqWm that the dekg tn co at WACC be cowelowat with mmd.

t^rgr ^ust, a^c3 a'e^rBSable. 31rt3 estbmtes the a at cuqiAs cost wlUbc
at k an actdfit€mud $0 tD $45 uMm and temm tfim P ►EPOhto vas csn'ty authodaed to
mi1eet WACC on defm*d hW ow tbtough De=Jxw 33., 2011, tM wdl of RsP 1. (IF[i
Esc.129 At MOL 14,: Tr. at 3. . .. 450.)
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Czanet r es ftt the bmand charp to defer tiw 3mp1 °oaa of the
PM xanti6 jmne 2q13 Is end prmnb a numba of Iegs1 aW pngmtkowenWe tmm

timt the htterreat to ibe U=rmd by steiaft the imp tiatt ai the ^is
baftd on an kderest rate of 11.26 paomt more duait AEP-C9hio utiUzed to d. .tltie
RM c3met gn ihe kw tonduce ft mzyimcost in vt flf ow d
3tt ecmomk and ftaanciaI dmrobnm since the I Crder, ta the sbatt-torm cM of
debt and to deaX PUtR 6mpl .. aani>7 swurldzattem ia campTete or at tent unto
June 2013, (Onrat Dar at:23•24.)

dBrmwtazid iEJ quek that the O pbe ` to tn"in ti.te. .ta PMR
sw-baifmw for CP OP to reduce the impact an xa yera. IffiLT noft that tSE'

.mrs bavre cm*dbuted app y cm pocat of ft toW PI#iR b
nt^tm Oat *a defmed 6W ex . that are the bes9a of ffie e,a provided byft lSP
l oxc]er, is a firA nwra pp Se %Aer #m wbkh ASP^01uo wa7 xd7 to seek
secolibmUmL AFsIP-4hto has wgued srach in Us case in its Mbg of Match 6. MZ szul
(?xrtetcmtends pummmt to Natk=ide bm Gev. v. H4 No.1M 2M WL 224906 at *3
(Qluo App, 7Dist Mar. 73,'.978) ARPd3hW cm tuit ww amt acm tHary legl
pod3iozt CTt. at 45 OArAt at 9. Omict Bx, at 23•27; IEU Ebc.129 at 941;
1EBC3 Dr. at 72)

that btriding the PIRR rate for CSP ad OP ntt . c o tu a
ae ve e iaa fuel m for wiuch. /EP47hi+a k+as failgd to titex any jmtMcatim
Omut sbates tlW at the thu,e the fc,ad =t were irwunv4 CSP md OP wem not mapd
and ttwt the averw g ar►ajouaty of the PIR'R balance is 4mda Ehe OP arat rm*- U*
r e Wered bp• is tbat tllw bkndlng.... of the PAC raft is eftlly dOemt
from the b g oft€e PMit rate^ as FAC ie an ongaizig 1ool: at currea and fuuiaue fud
cam whm the PMR is ft callectlion of pmvaawly faw1 costL Cftwt
agam that the CommiWon Ias prevwuAy° ded OSat the distirwdon b
mbospective and praqmcfiv^ is key to wlwc?nense€tritm prolea'bibed retroactto r: g^
Onnet asks dhaty e t vi#ie ft . . eaiaon`s da .. . tion m 4lm M? 1 " on
R C?rder, W the Cmam n#fnd tlae Hendlng of the CSP and OP PIItR bda"
equates to cb the raft fm previously k=wed but d: ft (Cr. at 1187,

. M, 4M tkme br. at 27-53..)

The Compmy moom ttratdtie PIRR rregulamy asset 3s on the boob of OP, as dw
ecirvsvtg exattty post- ' , wtdo sM of the and Da . . cafthe fanner
c.SP. Thentom it Is Wopiku for a1i 1#EP-OMo cwftmes to pq the PIRR. AFF•Oblo
mtes that Staff adv. " ftt the, pAC and PUtR be tety uniW and
WVlewanted, borause C5k' cutmm t irvsn a rate mapac[ paspecdve with the
merging of both rates (Ta: at453 .
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tDp ft C^anVanyp reqaest to delay rwovtry of ffis =aged PMR rates
and m=mmde *at ttee C=wbdon direct e+e.ovary to c. upOat apgMsI Of the

• ESP to avoid ir=eased g dwges amodated with the dAy.
that wfth sMR babm of ap #e1y $W mOert, d ery unW june
2M3 mmlto wn addWiorA • s 6wgw of s?i ' at. Eue WACc. . ,=mm staff

ft tt^ Mna af ft potR calm (Wff EC. 109 at 45'

dft the • the Com y'ffi . to delay
coUect3m of am PMR in cmpatim to the Staff and cubft mas oppmfflm tx► ft
deky is matLtUy a WUndrg or paaW t+ra g xs*
impacts and reftdng the totai =*$ °l^ .Ys MPOW wu atuud AtdwF&

in,gthe firstpal md tleStLWs padtlon pr'eoi.t3m the . $a+at. The Company
contemla tlat its proposal to de2a ►p fmpl tiont of the PWt tuuD jeuie 2®13 to cohvi&
with the uni&AWA of -FAC rates 3s mmmw mdEs in mwima ke rate
to mawmem aind slqouRd be approved.

ABi'.t3Wssequeg to suspod ttp, pvx*duralsdedale itt thePMR is moot at
It does not appt►ar t!at ft Compmy made a aimilar ag,ue,st ia the Fhasein Rowvcy
Casa, arA &en da,t tM Commissim I+ea isrsixeli Its deddon on tfie PIR't ' tiola.:
C*ndstest with the Couqmtyxs 1t.udtai mqezest as to the PQiR in ttos vwdtW we
wM atEre omummotmd oE the #cm pedod. far the ^the
PMR vks for the 4SF usl OP rate zom and seturi m 1ny teonatnitsg im udsed
a® to the ddemed or tlie PIREt that la not addmsed In dteeqaw
Order oa this modified TEp th+d+eris

As AHpUhio cmway iaoirtz o

dade&

ut, delayhig cm of the POtR to
the nwrpd FA.G r" m opposed to ` tely c US r-WWc"An of tt^ PMR, is
tetdeed the prioxkiring between two gooku AN-OlhtiaTs requiest to c!day con mewmmt
of the tiaan perriQd for the f'!RR is deniea, In " c,ss% wYteae ft
c'haiges during the reg, deky are estimal:ed iaie an addidwti $A to Wl ' it
ts utnc .e for the ° to apprave the deUy sid pmnit to

cownvgm
e cu a=ue ta ° be

&AW
omdaer6'c `g . AV-Oh

bmxance
ioiadvaLted`

to remay of the lYm as soon sa p: " aftet the of i€ds
Order.

'iAre with the +emiatwa of 0M* and MJ to aatt+4atst wpuate
rate.a for the CSP and {3P rmb tocos. The PM balame was Irwarred y by OP
cusbmm, " amarftg to cmt raunttan pxncip* the rmcoqery of the bdave shosild
be i î¢aroc[ OP camutem , as &wuied a,bove, tto CommWm c1hects tt9 PAC
rabea slwuld be maUvaJmd on a wpvxate basIL

^ :....; ^. :. ^
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I$U oxpes *at ft PM 'faif8 to addrm the rev*mvmft of Secdon 4 Mv
Pmtsed C*de,s that r"ulm mr 1e IExym a p fn daEmva iam
appUcable to cuswvm in gov cmlY tax smate ma
the b trw&ed. Mil"a cfia^ra ftt the PRlt vfvkw Section 4925AQ, Revkied Cade, Is
vdsdWcte4 The PMiE is nct pauct of tbs BSP promAhV but vm the direcfte of the

arn, in ft C+o o paloar E5P ca$+e. Ilmdase, EM C*= nbmIm finds that IEU
&aald have xa9Bed ttiis i,saue in the BSP 1 mse or wtm tlo CU ' cra eftWidW the
PMR and that Seed= 7,44, ReOwd Co&, as to ffie `on of t'o M ia not
app to ikds pmmd^

Ilm CwmtLdon uuft dwAEPOtdo witnm Haw2mu ti+aat
of the P7t21t xVgabxy aase4a wzsvld reducff cuatauw costa t'rough " xftctlaa of t1^

eWtand piwide e+IT?F-t7hi.O with the nwdsa3s&pi4alto amatoarhh de bmdU= ta
competlsn. AJW.Oho alao aiat+es ftt rKovezy of tle PMR can c

tivzt Is eoaztglets. supports s^u3iaxa^an of the ]PMk (AEPMft Ex.1t?2Ormet
atB; Omwt Br. at2d-25.)

FkMy, wit3da AEP-C►hla dow nct speclfieaity pmpose ttzstim of the PIEtR In
the modMW ESPy ARP-0luo nutaa that a,xuritazstm offm a befteftt to both cuswnws
8udl -Wo r no ft idea of weadfixing ttw PMR.
Aam y, we dired AW-Ma to take a&mftp of tlsia tool c►at
Gawd p avated for alerbk atlidw grcI t'hwjr aWmm ttucuta5ta Hme BM 364
axd .' the bstanm Swmriumadm uAt asaly kacia to lower utiiity bgS
for ai[ ashwen aA a restlk of d 6 coo, but alw ke& to
=to for AEE'tl1aio. The C m fin& It y 3m 4 p Iy whm =
Sbte hm bem hit by tough to lkwp cudon= nffiEy bgb as low sn
p ' W and timtZon of ft PMR pruvi.dfas ras with a wems to eomm we protect
. ma intemais. ow. AE@'-Ohto shaU initiate the swuitiaiam pmem far the

as soonaa pac ..

^ Sem(?lY 492$.2D(Qe RevhW Co&- .
C"bmm do$ Wepd of a tal e^'^d0A UrAa 13raS m4itxs &A be W Mg fw
asA posam esf a. mAW Safta $9=144 oi dbt Revka Cada " is to !'b^
beadits, as by Otr commbW^ t$ok ebdxk bd viitbb Llre of ffie

govmmmW a8gaption a a SouP romim The ptopmtorAo p e® abbMed A"apply to

out cluftmer of ft pwmmadd a eh& ft b gat of Gt a lf acmdmu
ens4oao omm bft mcb a m.abmw, tbe asawise a lb smvmw " app2g. N tn 1ft
stOm " mult !n Ym &n Cd! rswvey by an dKtk ftft

qw^
uaty oE ag

au M1K of ft . CO& NWft Ea ft " Ist
xuawzp

m tlsft
&P faIIar ^ ^ ^^^ adjmO^ ^9►

^ ^ftd

ftWvftQedWhodpmotlo t040=8 bEftsbRWI"Code.
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13. hirp

The CorApmy dacdba, but does not mquest as a part of ft niodified ffiP, 9ts
,pT0p6t9ed &t • t7fl21 for r'a w2'poYate Bepai°$tiCEi Med 3Y! Cfte No. 12-l' ^-EL nUNC

(Cotporati! 'crn C'u4 pumeaat to the requiTements of Smdon Redoed
Code, and I-37, U.AC24 ^.'ffi'-Obiv mob ffal! wpnfs upuagm ia a
racesmy `te kw gemawfon asut divestiltu+e and Affi' Ws ft=Wdm to an
auft . . SSO. ftvmt bD the pmps,nd andi d%e yds pwpond
O"Dmte dm platq, ARP-Olalo wgl . . ftnmdmim and st3stri vdated
ftftts^ its !,s ea:`d the modated RWs. AAESQft WtU ftnafeT to tts Wnmdm
ai
aaft

gHate, Govatesmuces, ed
sftg asom

'a3t ucnts and cmtrachW ead . fad-related
and cm&acts and odw an,d tfabO393a relat,sd to the gmndm bushmOs

UG .tion asse3s wM lbd aveci at ntbexsk value. AEP-a4dc Fopom to xebm
sentas awft atul poIlu4bsra .o banda„ as such lwg-wqt debt #s nat by
ft g tm bft traatsEerred to Goamoorm Tlte CompsAy wqxm to

° kPaza raf the Pool Apmmd #ull mrpmoe tlora by pnuayy 1,cOXIVIM
2M.25 (ABE'-QWe Bc.103 at 44 8, 21-22.)

ABF'-,M& is a RaqWzewAO (PF.R) fttliy, pm=mt to ft
roVkmwnts of P'JM hnbeacwau^ftm U.C (PM and taust rmda an L;RR ungl jmne 1,
20IS. TO Maet iia Tn obliptiom after futl and beEm the proposed

AUCOOM fox c=mvndx% januwg 1, 2015, tbe Gmapany statesWMV
outa w3I1 pcavide Affi'.E3hdq via a " ants wh. ib

load ts bD suppIp hoppixV to tbe
SP, Affi'-0fiLo .pmpom.., thet &r the jamaT 1, 2M thmmgh 11q 31, 2015,
GftiResouvm wii! prnvide ALIP-Ohio o7aly capadfy, no gy, at per M'fN4ay and
the ARp'-pbi® ansl, CwrAteKKitm wM jtne 1, 2KS,
wbm bA emp wA apacitq wr51 be pvMed to SSOmstomm o an aucblam
t+ltMie R-Ohiiris an FRR entity, the Goy+pany stafes It wln make ca y ps . to
GenResotu+ces for the creW ossly auc#i.ocis proposed in th?s modified at $2% per
A+iW-fty Gavabawelated revmues pind to hio by 4?hSo uteMm wM be
pned &=Sh w GenRmurces for capacity and emgy* x°eceivid for do sso Aaed, aW
AEP-C}b€o will retAmm zsrm on a dallavfcerdoltar bdais for kumdsslon,
awlicy, arad, cthfa vervioe dmg" bilW tc, GenRewurces by %JM to save AEP-Ahto's

% Sw tn tN cj^kioPaw O►apwsy,/ar af F9Iiqd arid
AmmbwW tu* c.ryorak oac PUte, Caee Xa; x?r'U{i-L+t.tlYvC, fWMsah3fy2Gi^

25 AVaOW rom ffiat ahr tandwft the V=Mlm mco aarl lat+Sa to GwYmnvcm
Gmacoulan w{0! huafa Measa wtt 3 aid1 so pmnt oF *e Atcbelt ?lant to AppaU&m Fower
Cmpaey (l4Mo) s.rA bade thg bakm of tbe Mibtbal Plsxsit to xaft4w FoverO+aPa ►p IXM so
Ow adMa tan wed lf* mapft-Ma 4nd ebmi the AW PaRt PooE Apmad (AEP.Ohioxwpkftmmt
EY.Vlat2l).

26 As a past cf 8tia mMM UP, tar a 3'bot T wbiek ia
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load. In addiUm •Oho w+iA rremit a$I rapac€ty pqnunts amule by CRBS
pWVI to PM`e ReSabft A; , v Agmww* to GemRewames es wO as
YeiF+arJm hvm the Rider as cQ 'lian &tt fiaumer& ai AEP+(}bi®'e
Moftadom (PEP-+C)hio Ex.10'1 at23; AFP-C?hio Iiac.103 at 64- Tr. at 51,M9.)

IAU, OCC and /4'P1N , t^ ARP+'0do ttas nulte the mo"edESP
B1ing at on nwhing apgCOval of ft corpmte squafim plaA yet #ailBd to
mqamt datio5 of ft CmpoTatE S. ti4tn Coor ft Cam893m cannot aWaV!
ffie awpmte .tim plaa a a part of daia ynmKU% . 8r. at 73; IfEU Br.
76-77.)

^y^^ q̂ Ê^c, M,1 aMm that r1$p^ is nat t}^e ^R e^,t^ty ^ Amaim Etectr^c
•'yv^^'v.' °!VO^^Im Cospm tivn (AMxJC ,aV the g1R mtity on L7q:LB^ ofa7l of ►{W Amutan
Mectic Pon9w op=tW# compardo withtn'.PJM sr4 mat 1ave
any pRit oUigefim Nor has A1pP-Odo offamd into eyMmam IBL1 veto, AMSCS M
capaclty pbn cr 9zv[tcabed wkrtch of ,EIW-M+Ecs°s gmaWlon asaft are patE of tha cap&&y
plm ilEtT nmmu titat AE"-oWa g ' are w ctedCatedt W ARi'-CDWs
diaUibbcrn cusWmm and my be =?Umd by cstltm c,apWty rummm (M[,T $x.12'3at
23,1!'ffi'-OMo }3y„ 103 et9.)

t3ER snd! i7BCAI4f that ASP-C)We ptqgoed to wM ° o^^^nnas
to aeve tbe M Hosdatthe propmd capadty prdm a£tet cwpmaft suPwatba Is an
vi"on of *e aarpC=ra% ...sopmadm laws and violates Wb pollry cauwg a mgAve
impact on the sURty of . ted CttES provktm to =Teft inCUP turbry Ct'r. at 812.
813; DRR,/DIF.+Cl1M Dr, at7.1).

ofs request retain mOon In pogtt3laa cwaet'roi bonds,
tvhem ftm Im not beaet, a . . bD S#A any demonstration fhat use of ft
inters now woratd bave a vAboWtW megatlve abad on ft . t1w afftH&Ws
cost of debt. Staff pwpooo tlutt A.EP-Oba be dkvcted to mdve it Mng witla the
Conurdolcxt widhb esx mmitim after the caa of colpmte ata, to
d dw *an is au9t any suba ' reptive ' on A'SP-Mdo If " debt car
i^roo . nYm aze not Uandared to due rMad*r► afflEatc °TE►ae(Ore, Stoff
ra®o that the Co m deny thie aspect of the Compuys ESP propoW at 33►ia
tm Further, da tlroat ttve C t^ ^ cs cbart be upd
xelect tiae legat . that are relabed to Amerimn rkPcwcr Inc„ as well aa a411
sepm"We segments, reUted to ABr-Ohto^ in a femtat and mminer ssmflar to the
, &C-02DUvit Anmkan Mectic Pvwer htc, ps ' 9n ita 1UIC Mg to the ` az►d
EVIMP on Eac.it)8atS6►Tx.at .)

AI-Aruo did not nquft mmoUdagm of its hg copmate m aan p1at► in
cw*uwdm with t!& modified EW applFCaticm, and rs su& the ConudWm tvM cvaaideac
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the corpomte aepaara^ applienam in a ate dadteL As snrX the p to
be card4destd itt " ^ is kow the diveo'^f̂tn of the pmwdon
asaets an<3. tlva aweemmt bdween AH"-Auo am CkmRewu witT bmpaa SSO Tefm

We Mad Ws ar #o, tkt AEP43Isio Is not the entity oww4tted to an M
slxlipfionvv1thPjMtobe foura omsaa h4otite M on
bda cif e4,ffi'-IM& and ot#m AEP-Ohies operatng teo and de IeSdobligation of
AEP-Cblo is no ti= if AEP-Ohio atmvd hAD ft itgreeanerdt simty.

^ Cowndadon finda dft stiffiderit %fo the pwposM
!Samation asset sdivesftm and emporate an,, as mfladed im more ddeg im tlne

Corpmate .me Case, ho ban provided, in ft modiiied som to ailaw the
Comuftlen xe bIy czmicladQ that ci thePoal Agreemerd and wrpmto
segarXt'son 'te AEF-fiflno°s ' itm to a¢ompetitWe market ise C31da W3h the
awdificeflon adopdm of the nwdiaed ffi`E', as gresesated in ft Order, the
Co nway .blq deWntim the Eg rato: haWkg the rate impact of tlie
prwWosL asset dtmthuM on ft Coenpmy'gSSD cusWmus 3m the tecmo# the moMW
W. wlam upon S8C3 xate wiR su ^enSy be suEbject to a ca ve bidditkg pu3m
Wh31e, ABP-#M* propom to ada hft an ageoumint w►1& G raxcae to prmvide JlzP'-
ONo capadty at per .•dayf we empbasbe that booed on the Go ` a
deddon in the Ca will swt ntdve any wae Osaae ilie st^t*

,n eapcv dmp of M8n per MW-daq from Ohla ctab=m 4 tia
tom o#disMP.

As de CommWon eW s the Ccmpmy's ... PdOn Of t&^ gaMAtiM
divestibut, aU .AEP-O1►io gem ow as^ hateML wift be
ft"dond 3D Gaa w at nat book vAue. Aux* arsd tktcbA wM . p be

to AEP-C3hi.b operaating ^ tes atnekbockvalak-,

raim sotne comern wi& the nmP1 ara of tp te sepuadon and the
lwk of ffie ^'.cxa► a barolm of a1l dsl* wAJor WatcowpM notes to ^ ume.
Despite tM %ffs. UtiM the Coutmholon appw^w AEP . reqmb to
zeWrt, the }roNeegm conlydd boncb sconhngat np= aflUrtg with the Comminirae
deao.o OW AMP-ONm nt"ayen have not and wffi tot fmar any cam mochewd
wkb the of ttw woodtW debt. Uwe spxiffmUy, .PEP43Wo xa ym
sdeff be held hawden for the cL* of the polludm coiftoI bansI4 as weB as any otim
ger►era'tem far gerwatim rekted c#eb4 or intw-conpany notes wWrted by tSP-C1Wa. W-
®hio shall file such iril .wikh ft CwmAeska4 ift ft dodFat no later duta 90 days
afta ti* iwAum rA tids, ' , $iy, ft Commiadm finds Owt, subjw to mAe
approval of the oarporaft c,n plm ft efoce3e d ftn utgiiy dould divest ita
gomndm namb hnu #s roncompedtive el+cctdc tim uWiy somb by tanda to
its xqwW* '' a soW gawwafim su `..GwJ4wowvw, as npvnnted h► ft
modifW SP. 1"he Company 44hetlt hea .W PJM of im itrmtion ta ereer "1+1'g

-- - mnewen -
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auettoa prmw for the d.. y yyau 2I(}15-2016. T1e C an will aavigw ft
renw4mg"#ssnes pr xct the Company's Corporate atiott C .

In rerxds to tiae c AEP-^ ^ C*vResourm, FM wnbm& "t
after omporde sq+ration !EP-O1aia cant-tot ' ty P . ^ the gaamftn zevat=
it reodm Vri thst the cast are pradem coaswmt wvith Sectim
49'&.143(8){2)(a), Reg+ Coele, amd ABP-Ohio has ctfte mdmg to wtabi%stc that $255 per
MVY-dey for rap:, y io g1uetmt. The prim of per M+Y-dp is utmktod to cost or
mai* zates, aand e+o PM appem be weEt above maket 1T are,
CmuttUafim aM Eelm wftm Fe#x► baWfleti that f6kelon mde an o&r of enera aM
ca ' and an ft kr ra ' pgy to seavoAEP•C1hVs 9W lmd )a* 1, 2014 du*ugh
May 310 2015, at a caat lower the Company Es propodrig as a put of t^ modl6d
ESP ComWation tccd &elcin emi^ tb* ft PIM xwt probibft av F+RR
entity bm vddrg bAdual pmeham ira ft maxi* to meet its eApadty cbhpbonL
(CWW4ad9n/Pxd= 8x.101 at 1710). PES rxYm that according tp
AFP-D1(^avai I^! ^,e M MW<day fer aqmdty b xDt buM on com -rearind^
to dw n . ratie- P M , kES ' out fita scb ' t* ceotad for
bodt AEP-Oh* and souz+cm AEP4XW fu no €n^% based on the bodumw ci
Iwir, l+te4wro, tD evaluate Whetber the cos# of ite: contrad with Ga"mum fat 990 savim
oadd be reduced by omhwilng watlr aragba supplser, Based on the recm+d .. ,^,4
azgaes tfsnt No aspect of iiw moftad hffiP daes tot caakply wtkh the nq cft cf
Sotion 44X143M(2)(4 Rievised . and the ARP40tda otad
Genl . mea mparativii doo not cmply wft ft C E4a
gukkftws^ wba°3.t dhut that no whvlesak sale of or capaeety bebvm a
1x° ' pabk calatitp with captive auftum. and a t+ed powec sa1es
aftnige aake PUM without tnt reseivblg mc au l' don for ,die twmctim
UrAw aaction...2M of the Federal PawarAct (Tr. af 523-526, FBS Da at1l3Zr105.)

T{g Commission, ffnds, that onc+e cmpmte mpantim #s effective ead. AEP-d3hio
PW=a ita gaNatiM fMna GMRMUM kha.t itIS approprfAtt arRet rmomble for carWn
revmues to p gIs AEF-Ohio to dy, tFae ... es AEP-
63Ncs rec+dve.s, a#ta torpomte separimm is lmpkmwftd, fmn the RSR wlkh an xust
aH+ocated to eq of the de#erral, reenue ' t to the of
3186.991NIW-day autiorized in Case No. 10-2929-EL-UNC, Sewafta-based xev s
fmm 690 s, and'mwecuae for crarg satea to shopfmg Row to
to CwAesourceL We nwpdm as ASP-Oeto ukaoMMSes and IM dimums iCt $ts rq2p
brK ehat the conftd m.AFSP47oio and . is rAled to prior FERC
app.taval. We do nat make, as a part of our revWw of the C s modffied ffiP
applicaiion, any eVressed, or implied endounuat the brms or coAdiUom of tkw AEf =
t?hio cmtmet with Gailievources, as presmftd 3n ft rm
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KFrlw

The CCrmpany`s mod ified ESIP applimdm geop ft ' t3 czn of ft
8zI x rider approved by the Gmunission in ESiP I Order, wtta two
modifications. Fhst, ASP4)hio teq2em tlW tk,e for the CSP rate Zom
be expwAed to ft OP rate m1@. SECbrA AEP41d.o nquem *A the Yiet book 4idut of

7aietm rfweei as a.zesu]$ of the gx3 T pwjwt be ddin-ed as a repWtmy a9set f*T
dCct3ltltft . . CUYR'g[ltlya em r*kbook value of . replowd as a mtdk of P

I of ^ VWRAW pYAjP# 8Le d1EtCged to oqmm rat of sdimp and vA$ 0

otpects
f

#rodam and.andnde+d'mtheoverJunder •oan,afthe rc+W. TU Compmy
meft

to
ca7mplele the hwaUatim of pidSMART eqw t m P1 "to a

' Rfi dataa subn"ft to the U. S. Dqwbrad of EneW cm Phm I of tiw projed
by December 31, 20'I3y with the e ' valu^ttim to be cm 31, 201C
Putfim, AE-Oh€a oWs that the Comptt,y intends to ckploy ekuwft of V*SMART
propm dw*ughaut t3re AEP-t3fw as ,paa.# of #1m p DITt piogrom
psopmd in tlxis praeeetJ3ag. (AEP-4tdo 'Bx. 107 at 1% &aio Ex. 110 at 9-13.)

t3QC aed AFjN subrudt ftt to dhe extmt tat the Company propow to udcaud,a
&ddW4W oomb in ft f?W, thow we to be addrened
before t3a Company is audwnzart to proceed. ,OOC^ and APJN reboarc that *A
Comperry°$ of the grldSM4RT p be#an any evahiation and
anatyok +a€ the swm of VtdSR+lAII.tT Pbaae 1, 3s tent with
pmdpk!s aW &mtd be re*ted by the Qmmisdon. Tbmvfme, *Aft pastis twxmmd
the due Company not promd ,xrfth Fban 2 until evalusdon ofPbm 1, b cennplek on or
about AarehMMM @U!'fEac.ltt5$tS4,tJCC/AFjN Br. at .}

Mme spec[OwHy, 9taff reasons tkat the caoats of ft wqwmlon of varim
ptdSMART- ies &m not bm detwrdned, the benefits of the gx1dSM.ART
vcpanslon de&ud ror cuebma aoo~pla= of s+uh tectmologm ev"ked. in addatiao,
5taff dainw that ihe Compbuny has almed that mbdn cm ^of the aglrg distaibutioaa
nimsh-tulm do tiat aapport gd S .: T twhmkgfeL 'd9apite Sta posWm on the
eo ^nt cf .2 of the gii . T ^per^cfi, Staff does not oppose ft
Compaaty`a oo at the CDnipany's wqmm and ri* of aezaaay, of pstoven
disltrtbutlon Ucbwkl* tha:t caic proceed . etdy of • Rx', which addma
nesr #am ticm adab!Uty cmwmmo, sach as intsp*ed voltage v
(f'WWCI and do xiot present any wearity or ice bffily bmw or vi
set fasth by the N'atianA ksftW of SWulards a,id 'C t Sbdf
endwes ft enndinuatim of tha gzieiSelARC zfder to be cWmftd 6rem. a41 A ►SP-Qhio
mMums. Staff . izee tlna,t e.qtupwmt sftiould xtot be nwvenble In tlw gd & T
rider urA It is fnstalled, has coaqAeW and pawed ^ teft% od baa Tteet p1acedt
bmsitm W Fvc.106at3-6y Staff rx.10f at 343.}
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out that no hftvem has eqmoed my 4 'on to the
rsnttalu&aas aaYd: emplatlen of gri.dSMART Phan. ^ ^ 1 aW, aundhigy, AEP•Okda reqmesw
a. at of ft opwt of dw nwdiW . ANP-Offlo adea q that the Convalsdon
paovidp. scm po crt wiether dw Compoy sttWd procftd with tho
expardkn of ** g3 T progmiTL

As dse Cmmmkon isa A, 's MP I Order

Mt is WTwM* ftt steps be tsken by tte dedik ' ^ to ecplcae
axtid implement w ooes., that vufll po y pmvide l+oaeg term
benefits to ^mwm^m and the rleMkuWity. Cri r FMft 2 Wi1l

with benefidgd tdmws6oa ®s to i,^►p ' a►^
equ4ment gi . ' es, cusftm taom aaui custDnw
edmti(m req te... lakn aeUable swvke Ss dea4 a1 to
CSrs =Wumm '1lie Ccomlsdon stratgly :appo^s th^
lsrpkmemtiaare of AM (pd ckumI scul DA
1 tution aubDaeatiaraa ui4iatavej, with HAN [hoM azU Mhvmkl
as we believe *me advaread tooeo aae dee f an for
AEP-Ohlo providing ito c.̂ us .tlme to bebbar MACYAP UNdt

and ctstL

x ra# }

Tiw aA Is xaat eaavering in its conviedc,n as to " benefits nf gddSMARI'.
Thu* we °AI7'-O'}do to sanftue tb R'r Phan I pvjed and to eomplde the
review atd ^ ^ of da pzqect We w+e vbrtg dw c , ay°s loqugst to awdate
Pbm 2 of the ° WM paojem prkea to de maml, 31, 2oI4, ax*e&a crf ft
esignatim of '& i,vith thme olo " ftthavetcs-cla#ed aWd
summ at►d s" 009-efEecivo. To u:qvim *a C4mpmy to defty any furffia expation or
iraW]stiorr, of gddSMay b taixnw y ' va with mVed 'to the krther
ekpIo mm of mcmdW ks'avidusl mwt gx[d . sd taftWogw aased #a the

' t 'I'he t';t+ sbeit f31e ,tts proposed °sn of the gri 'I' pmjeck
FldS ^, &s POSt t^E A new gsi RT appliraii€ro, W deW
on the eqaaipmat aead ucbrwlogy popond for dn cana"on to evakuwe the

teet succesa, c "" . , sM feu%tity of the
pmposed ogy Howem the intf.udA, as Staff mmmwWk IVVC
only wMft the dWribution trcmmnent rider, as iM Da. azotexclaolve to fiJte VidWART
pmfect IVVVC suppaft the evsrratt dectrk aysbm ty► andE cm be LwWad wiffiout
the presence of gtid smart teehn ',al*mgh IVVC - * or is necmul for ,
smnrt Whm^W to opemba pmpedy a-d dMeMy. om *te od W phm
I Aft sm apprrnred w3th sped& uaniwdm ass to ft e"pnwat fa whkh rewvwy
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eotctd 1* wASIt ad a doUn ltmatadmv Any grkISMW utv at beyond t^ Ewe
I pilot wWl is not subject to mwvay thwugh ifse DIR mec w be rwwemd
ftough a medmrdsra ottter than the cwTent VUSMAU r3der, for example, #ttxalgh a

2 rulec. fife cormt &Hmm for recovery cn an "aa
speW bssw, withaucdim p tum vdih esdl'
ft *W ratp- subsBquenk zai-1DrR, VrI M eqxmdibm #a a s* ►► sepmteKeephg
^r,f murhwnism faralita#a,s aatt And x Czvmdssim td tm klsat

.tecovary o f VxL%WM #rnr r occur csdy after tlw eq*mft b wid
Is 3a • wit4c these s'iuificafloM ft Cmmimm ea ft CoMPAny's UqUegt
to sec►tm,e, aa a part of 4hia mudWed ffiP, tiw cwrm gzt T tr2der be^,,
sxabject ffi amwal tcve-up &ns1 tiartn based an the Co y'g p y.
costs, and W extend iM rate to Wade 0PasweI as CSP cwomers.

We nft that the gddS evdmftd for pudertey of
expmdfteov r for over- and under-z=verleo od the xaft vwdwibm adjuftd

Case Ato.13.,1.^S& AR, with the rate effeetatve dze sV , ^2ML Deopke
the C 'on`a 23, 2%2 mjecdm of #he gippbmdm In ft ESP 2 pwceedfn&FebroM
the movuy of ft g^dMM rate mwhuum wnWwed comiutait with the Eratcy

?e Aeceaa ., t1o grWMART:dla Tabe trtee agfsrmtad In
Case Mo, 11-iW3-X4>TtDIt at ft Canatt rabe unLU mvised by the

ca. We a'3s+a nate dsa# In Can Na. 31-135i.8[rRDP, the Commbsbm deducted
an amo=t fvm tlw CmpaAys da for ft Yw an the diGposal of elfttro-authudW
MWM The CAnumMon zaot+es, ad we stated in dw Order issued August 4, ?.tt7;1, lhat we
wM d Ot vwW Owe ix► the Gam1 a pending T rida applkation,
Caae No. T EL-RDk asud nofift In Us Ch+la an tlw° : dTMP slsmM

. --dio cwftwy.

15. Tr ^Cadz2gomwer

Coft
hmttce to C Cbapter` Iaa an.tterft as aett fbrrth in Susiazt 4M®5(A)(2),
and ft uxIes iwi .:1-36, OA-C, e1aeWe u^^^ may seek xeema

Ravi"
ery of

tranwission and ftnuMsdowMated Ci88te. llauAo ^ mWiW SPe AEF-Ohlo
propom only tbat the twwmisslm cost recoeay m s of Um CSP
od 4F'satc zmus be cmbuied,. °Tlo Cuaipany propom no odw dmgo to ft TCRR
mechmismae a paxt of 9bb P. (AMU3t9ia ES. T.11 atb-?; AEF-Ohlo Ex.1Q7 at6}

The Cm-ar"on notea 9I-ot the cmmt TG'ftR m has bom in plaea sinwe 2009,
and opasto approprlataJ.y. As structured, wrztta the TCWmect any aver- or aandet:
nwvaq b wwmtted for in the ned seini-^ reviesw of ft TCRR mwlmism. For th3^
romm we do not exped any adverse gob for cuskotmvvM ft ' of de
tSP,vmxt UP "iM rate ca sms. Given tta meerr QE+CSF hnOo C3P, etfative as of

27 t^ia^^e^.^^xf^ou uis•a^^vty^+,^.
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Decemba 31, 2M, the t' ` afinds AfP-Ohvds nquest to combine the Ir.
mecbaybm tD be reasomble. The Co that my° ^ ery of

' itm or 'on relat^ cao, as a ramSt cef ".n f4e
be ree w In Oe over ad wden.rewrary cmm m of the Compmy's rmmt TCRI
rtagr update.

26.

As past of A8'P-OrEo's ESP I sav, AEP<C?lhla po an enherwed ce
zeti"tp rider {EM)- progmm w2rich fso caaao of wId6 ady tleuwbmW
hamWm to a cy von was apFo'c►ed by -ft
Co ' In thas mmtffied BM, ,Affi'-AMo requmft ' tYoaa of the EM and "
Canqmrsy's taridtlm to a fnur-rwo cy am F ,the
+Coao tlse urukation, of the Mn mtsafor ea rate zore aro a smE ►Sle rate,
a&paftd far snWpa**A opst ixaa over the term of the , with cost oncarzyk%
talpital . anx►rg t#ott. ARP-Ohia before tha ina 'm of*a
ironsbianal "tdon mmwmavt am, t^ mmber ci uee-relBated slrcu3.t outago
had gradually housed. Howava, the CmupsAy sfttes d7at ihe 3astttadon of ft raw
v tioa sciami the munber of bm-caused outages lw 6eaa redumd
and . fthaslmproved ABIP-Atn to complete the twAfim froma,
p^a aaed progmvL to a tuux yw, c3+rle-based himmiM pregam for all of ft
C,ou;patr,y'a dishtmdon drcuifis as apdspoved. by ttie Conwdsdm #n the prior ESP.
Htovrevee, tM Csotpany notes ttM ft vegelatiQi ► aurAgement was linp2eaunted:m a
five-peu binaWm program and, as aresub of the deiq 9a adopft a eecoaud EP aakt
Wae"es iu the eepecfied eoats bQ complete impEemsntation of the cyc6
provami ik b now neoewwy to wdad the implfementlttian peatadt to fnrlatde aa addidavA
qgax fntn 2014. AEP-OW ,. - bai ftWino for 2M4 :fcst both tEit caxnpPetlonrequem
of #Ye t2r4ttoea. to cyde-bewl v rtt program o#'. St6 mMWn and an
imamenta1 twem of $18 nnitlicm axuluaiiy to nWntab the ryela-1Saeec! pmgmuL (AW^
Oldo Ek.10`!at S, ARP-Mo Ex. 110 at M.)

Swff sqppoa°ts ft condmam of the ESRR dumgh 2M but not ang+ cost ft=nd
d a. Staff reawm that a£bsr 2D34, d* Comparaq`s transition ta a f , cyde-
b&wd mana tprogram witi be onBtplete ,and regular numuomim
puem.ant to ft program wti be papt of the Comparrfa nomud o the cost of
whteb aYmlel be xacovered. *mgb bue rahe not ft ESM , duvio
ftt ft EM bnding 1evvt for thepWW 2412 tEmgh 2014 as av due to the
irawwd BRR in the Conquoy's re+caa►t di atit rafie cm?s
Acoording to Stak to reaclt ft rate b$ee in ft StlgWaifon 1n the Soat raa cue,
Staff g bo ► .en 3zbcreaae In the aeveaue requireawd ftaar C5P and OP wbdpe iavergorated
an fav ttoxtai t opsofion an+d' a° nceexpenseo¢$1?S

23 Jtt mAEP-Dkta, tpbkn u,d 13rdw, Cass No, il.351 ^t,AtEt, et d. (Duamber 14620li).
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=Mim yfvs 2012 damo 207.4 over i#s rws tion in the Btaff Repmt Pet
tlmt ftt mtD®n mmagemmt opmadeethrouot and sza%
ntLut be reduced by $17.8 m' n pkm 3he. 2A12 2UZ4. Pothm
rwoomwds that ft C an d!h®ct AW^Ohta to fik pumlwt to Rule 49!L°1: 30-
V@9(Z) W (3), Ca.,Pt.C, by no later #ttm Deoember M„ 2CtI3, a revind w ton

commft the Cmpony to conTlete end4 on
ali af itt dara .#acu yew begmms jaseualy A, 2t1'14 aud beyorAdmtuw
otaff ffic,'fQba;t11 -14; Tt atw4w.}

.A6NAW retoeb ffiat S'biff . tbe taLt t'^ft the Sdpiiaft4 and theWWO
t,oaa Orda apgravhig the ' ms^, in the CompoWs ^on xo#e cue do

mat debA mp hunm in tt* EM boodim. AW-OlCi,v requests that #he Coum*don
re*t s view of the rate case eetttentent as xu ►sn and imp ,afia ffie
W Of aflmd, nm-a te mda In thw am As bo SWs prapowd n cn of
ftinding after 2D14, ffie Compmy cfffra that suc8r wouid. uMmune the bevichts of the
cycie4asad ekuntag. (ASP•t7" Reply Dr. at76-7 7 )

`Ffw C n corgYuc€fgs t]tat wb& ft S tioat in ft dis b rate
refiftm an hmem in the MoeUm.,. opmtbm azui mam► from ft 1we1

.^ In the StafE Keposrt, fbme is no evidtm In the Slipulaiion ac ft
Caa^'a the Sti,paletioit wbxh specM=Uy su b a 3178 RM=
, In opemtiom and maa for the vegetedm macu * pzogmriL

y, the Commiadm approves the can&mdm of the vegetatlai
program via ffie and mmla of Me aeatee^ as requeeW by *a Company ift the teni
of ft modified ESF, lhmg,h May 31, 2(115: Wdtin 941 daya after ft ioag of the
EsRIt, t4w coupony s}ia3! make the nammuy rding for the anal ym review and
. atioxe. +a# the rider. We disec+t AEP-Ohto to Me a trOwd vegvPiattm vompmext

pw wi& " ordar anci Rraw 49Dg;1 -1i?.27(h)(2) and (3), 4AC.r  by no later
than . 31, MZ We sft no need to w* uW December 2K3 for the fibg, as
requawd by Sba% ialigbt of our ng ht Us Oider.

17. EW=,WM andP^ DgMMd rgducdon Itid

Through Wa modified ESP, the the am° turn of the
8Ejl^R Rid , with tit,e unWofim of the rAtto artto a sirig% rate. 7Che U/I'UR, ridw
would m e to tae, as it ho been ainwe ft adoption In Iha EW 1 caseO updated
aumony. notes tm psapmd reguhtmy awmntbftg the M/PDR rkdez, is
vY► Mg with no vrt the wwesbrmt and no rleea,rp
on the c,rerluuder Mara& The Ccopany s4n6o tkat it lw dev &
and demvA xrespone for all cudam te am throragjn the
impkwWaSon, of tt►e pvSra= cutomm Iave tlw potmW to save a . . mtely $.. _

20 ffiP'^ ^^t^E^ffi^2 ^^•33.
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miMara )zt reduced dsctxic sez vice cost over the 9i£e of tM ptogtwm. , the 19EIPD'R
progam cwas power plmnt aftWore to be teduca .AR?-C?blo Qd that lS enew
effie€ency and peak demand " for 2009 ftcugh 2011 have beasa very
anaessfid in mwft the bendu=k& Staft erd^ tim Cmnpmys m to con*we
the IyDR rider. (AV-OdoEx. 2tD7at 8r AEP•CUhlo U7.1Oatii-IZ- Dr, at 31 }

','lte Conwds&n approves ti* nwqw of the EE/PDR rbder xataa lax the andCSP
OP.. fbar fle te=o£tteis. ffiP, 6e iitan of " ESJ1Pf)R aader
as aclci W3n the ESP il Order " su u.endy cmTmwA be mb of #ke Companfs
succeaftS Efif PDIt caft In addiduc, as we eoeNis'htd iY ► am arelyds of the IIRF-I9
creft becwm the IRP-D aed%t prom" ezmgy - , at Is appzo te for AEP.Oio
to recover aa►g► com .. bsd with the IRP D under Ow BEOJPY3R Ysidar, as opposed to the
RSL F ,#!^ Carmission dkwb ,AEP-OT2loto take the appropaate sEeps neomary to
bid ft enmr/ ysaamgs funded by &e P.B/PAR aader intck the rasct PYN base
residual auctim and al# su t anethm held dwinR the km of ft BSP'. '

is.
AEP-C^.ta'a nwdtfied MP appliraiazr oquest a af to cmtimm, vvkh %%

nwdWmdo% tfo ceon tde lommk Devdopwm* Rider (SD4 71* EDR
mwlumism aerovera the cxo, f,raeeMve4 and farg6ne revenues AmodaW witha new or
expwd:in^ W"pg=et Vecial axtraugeawft Ev, r womom developm=t and
job reWdm As a y designed, the EDR ro ia componfmtm of each caftwes bae

on utes, '1'he, C=pauy wubes taYnep the EDR xates for owh of ft xa.#a tom
#nW a single E9R rase with Ow BDR raft to can&= in aIl other respeetB as appmved by
the G iea the ES3P' I Orda aztd ths Cca my's su qer.nt fiDR otwe. As
cunvntly $pprorrad by the Co ``cn, ifie EDR is updated peiodkally and ft

atxszy . o g for the EE3R, being ovea qnder acmurding wah no canying chuge
cc ft tavesurat armd a img-bacm kumstc on any umvoavered botance.
AEP-Mo stat+as that the 1EDR srxpports. C)I^,o's effedTdv tca the cm .. as
aosetet in . . 49B.02(1V), Revised ARL"Ouo M *M the pmpoftd is
remon" atuA dould be ad*FW as paxt of tU xn `edls P. {AEP-Maio &-111 o-e^, 7
and Er- DW«5, AEP-Oblo Fw.1d7a1&: ARl'4:)War Br.118 at 7,11)

St8ff su the fioangaWs Et3R pzo Bx. at 31). Haawevea, tCC and
AI')N argue the Campany n1S+ocates ffie B1DR des bond oWy on distOutivn remnues as
oppmd to cmum totd rocaenues ( '^ t+on, tca za and ation) between th+a
custorner . fn comp . with Rule 4907;1- A^, O.A.C.30 or-C and APJN xm"

^ I^Tir 49171a fij,17^.,

TieamowtcE oa nvmm suasestrrWW*All be symidto sA 1r+
to khe aaaot aemm ^ ^ to dmok
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thaE tle ' .'ota approved DaytmPtswer & ` t ^ anys PDR appUca93m with a
S3IILB? bD $l* Ow dwy FSe ' .AI81o be iTlCed to adopO

The Carapanp argues that becavsa ^atnd gamutlm Yevenim are
raeovexed anly fxonce to wn**M cu , tba 0=9 and Al'jIJ'a propoW would
actaal^y mult in vaidawtial cus "Me for a of the dekfa
nvwnm d1811 91xbda ft canew agQCa1iodt ady on dbb"m w1hl1tle8

paid by dwpping and waAvpphg aamwmem F a ^" 'Otdo tdftS Oa$ ft

Ca rlected lhb .. by OCC In the ES. 1 and reqaeft ftt thesam
dCmmbdm again CBject the in tY* dWaum CIOW. (,Ps$.P-M0

Rap2gOe,at78)

The Cmwlnim . _' . OWs ®nd APKe nquest to mv,n Ots b fier ft EDlt
aZt gir+en tbe IEad tlmt ft 19Ll^ is a nm- Ie *Ier movered fram dwPPWS
asbd We moogmu tba.t the EDR asta to a*act xav
busb*m and tD WH[ft &e a}. OE OdS&S bZkMM is► ONa. In edft ba altew
AEP-Md;$ to t%wdvdy gxomcft tcmwu* dwelopmad to cuskmms im ft MWAM
terai W and its ve c #a g^wwe ia1: ttes tbmuoaut t?Itiio,
as ev . by =dtipk m attha pubUc , we findit xememUe for AEP to
nuntain ifs coqmme €hwdquw:tm In Cclu=bus, Oldo, at a Wftbntmi^ for ft enhre ftm
of 6is BSP and the ue-A mgectim period amwdaW with ft dafftr4 astas
ixfetuded iaa ft RSK Fuat&w, the GmndWm hMtUR, Oe $DRM as a sum- b
rider, is neovered #x= +dlt ARP-Obio dmffing and ronAwppft iust^ Tiverda%
w+z approve de Couipany'o request to .the EDR rato f ar the G'SP and OP rate =nea
into a skr4e rate ad to ot^ ^coni,fnue Me EDR awdmdm 80 pmvimmiy apMved
by de Comadabn in the Croasa ufs l Ordar, as mvised ar claMed Irt ifie subsequent
EDR p ittp. .

AddlSmmAy, ica light of the ftrwm ffie Co .'
dw Compmy 'rftustato the CNo Grmft Fw4 to be fumded by

jc3em at $2 aMm per yew, ot ' t dutfvg tlw toeat of thie BSP. "Tbe
ONo GWW& Pmui ceeaWs privaft devel to mffort a ►d
work iat . on wlth oLhm :to mveshnem and iatpma iob

in ONO.

or avdMtWmby ft fh*m
Unadoi^ pn%mwdddu on^anwoom iq mft-Aw CUM

51 8ac3a zeD&YwUPW*W ic . RTa {^,p^i12s,
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19.

4)&

AEE'-0hio propoew a storm datuV ay nudmalsm be otated to recover any
w Iwvexed due to ° stam events (A . Bc.11ft 02D). AE! =

CtNa pmvideO that ft nw-bardem woWA be .ix the aawiud af $5 per yearmMion
in amm'dmm with the setd iA Can NO& 11,35I436AM and 11452-R+-ATii. In
supportc of $ue stwn► damge mwlwmimt, -0laio witnees Kbkpahtk nabes
that the medwism, f6weasted ' admakftwm ( would beabomt

y divexW to cam the oqmm of map , wMch could
ma P.stivibes anul ' * a^ fty. 7b* debmWmbort of w3ok a na*
ek)rm rs or is not waatd be dewmdwd by nudWdoa am&W in tlle IEM Cukle for
$lW= I'bu*a .. . tioElReliabs'1tEy kdki% as oet fcu't$1, in Rule 4901s1-10-7E0M, O.P,.C.
(!d) :Aay capitatc+aw tl^ would be kwmmd due to auajw stcrrm would a
waToumt of the DIR os warttd be aftemd, in a tteaan rate +cose (ht at Z^ Upon
appr®val of t^ ^ denup t=va7 mmha: AEP4Vo wUl detet tk irarmenW
diftibntiona expasa above or bdow the $5 de the
effwdve of)mary1, 2tI12 (AEP•ikdo Ec.107at1:A).

OCC nowe that •whilG ,d41P 'a cosb oTmm ae currently
vwlwwo, ntb hcelfy that A^.' wil inzar sztam dm $5 ` bmd on 1►3ftrlc d^^
wbich bulkaus #Iaeav to s p te1, $&97 mmim pa
year (OOC Btc,114at 2U-21). In additiaivy OCC orpWas t4at,AEP-g3Jhia to spoeffy
cauxp chaW ram im any a but mgpm the not be
calculated using AEt'-OWa'INAM as tite xnedhaWsm daea not lnd.ctde a'
(UCC Br: at 47-96). UCC su ts tlfW ,AI1P431aio uEi1{ze its +eost of long4wm debt t®
Q*WJAa mxling (id),

In esta.1s ia tecoveay me+elh A1aP-Ohta b' to agemfy
how ramety of the deNzred asset would'actmUy or would ocau As pmposed, It
b ur&mnvn whm AEP-t7hto wou7d! seek recormy , or whWw aza.ytldreg over or whUr $5
xttfiItoan would becom a def or habirq. it cmmtly atwds, the storm
danup zecove.sy isod and dwuM bbemod&A .

TherefOM
apmm

we &v6 that AEP-O%ca m
mWior%P

ap begin deknal of any im
dstirlution above or below 55 per yaae', subject to the hgkming
nwMcatiom Purdt% throu t the tem of the nwdified BSP, ARP-Mo oW
maimtaln a detailed acmounftg of ail skm exp within its sterm
icxluding d uecou#.a of al axui coM ardE capiW eOts. AEE"40fia " pmW
*b WOWMfi= 8LIp1MUY for SWf tp a11dit t® dd=dM If additQfthl d$i4p wB

n . tc e0sibDshmovery lavds or refur4i ss rActomy

In the evem ABP-0Mo hom ccub due to we oz nim wowted, arale
stvra:s, AEPOdo shatl opece a new dock* md Me a wpamLe agplaGat€on by Decembier 31
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each y+eaa' ftm t tlte tem of tte an ` ESP, If neow-ary. In the eveatt an
appiication for oddittoanmY abom rimage twavery ia ffied, ARP-Mdo basr the burden
of pxoof d #}j ali the catsts ware prudendy incurred Nd rewormNe. Staff ,anA
any rcnay Oe cwxw=b on tlae applicatim whmn 60 days afta AEP-
Ohia dodaft an agrglieatiota. If any obgectione m not xes®lwd by AV•ONo, an

srriU be schWuled, arA parda ws2t baee tlw 'ty to cxrndvvd
disoovety and before the C4man h* T3Beas, OWs cmwem the
t^ ' o£a;p t^ citri, Is

w
1n ESP 1, based an the lnk of cerkain "n t3ota In the remA the C4wmbskm

deWmdrad tktat amtmm =der reawmble aztazs with AEIP04, itA .. . but
^ BMW ^ ama eng/Feak d d . reducdon ttaxo,
deM t artaaVnmb, w*pw a2r tg, and spmW mM . ules #3hatottm
o,£fe3r fix= the epplirable rates, aft prolubtted fxoat Ww. . .part{riga" 3n a P'JM (DIU), wdm md u.x'tU " Cmmmdon
ctecida Odwwin (1Eust ESP BDR at 41,. WI& ft Cowmbelon ' (m the absI4 of

in muorAMe amwCements widti AEF-Oio to ^.putdpate in PjiVt D tloe
Comzlsaim did ra, in the omtod of fite ESP 1, addmvo.' . tlte ability of A-0Ido's mug
alstmm to ' pat6e 1atFfM DJRPs.

Uat MaTch 19, 2010, hi Cue Nos. 10-30>7:[GATA anti 10-3"-$[^-ATA, ASP-Oldo
Ca.ted an apPlkndan to mend ito emogency curlaitnmnt to
to be eUgtialg ip p abs 3rt AEP-t3W9 DM Wwate daeir c .ettari texcrom
and asslp tis racurces tta ,AEP to m.eet with the Cmnpanfe peak demand
zesiuctlaat tes cc cmdMwtd retaall laora in'IJM DRPs,

As a part of th$s nwdifled ESP, AEF4:)blo xx pariW.... in the
F7M dhecttp or ftouO tbsd-partyP aWepum md pr . ^ AWrift two tuiff

oawAces, Rider F=ergency CuftUge Savim arci gidme I'Yice ir le Savim, as ,n
c y reodves .. to eitTw r"der, ErmNt7C odorm thispumaW
asPed of AFP-C3kdo's ` ESP app d on the Tasis tW ft mpporb ttce
pwvwm of :5ewan . M.Wj, ^^ code. (^'sP4bio r,c. ioo at 9,, AEF-obu Ee.
212 at9;&Wh1'qCBr.at".).

We rmcur with, the C ^s reqoest. ey. the Czmpmy should
ei d Rider Eonwgaxy ► Qleog" Savko mnd Rider Ptice C=b4" 9avkt frc^ze
itB buig and Can Nos.1 ^^ EL-ATA and 20,343>'EGATA, dand of

dod dismisw&
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(b) Q IM91arA2

°fEP'

in order to ensme no cus ^ an unddy b=depAd by anp unaTed'ed rate
iMpiCK 02 Weil as #D OffiPte any cu rate thwV% we dizett AXNAAo to cap
oAmmw rate amcace.ases at 12 am twk c I rate plm binl sebedulas kcpmwd
the edke term of the modifted Rp; pxmot to ow Mthurit:Y 9s ^ fcf& im Sectim

144, Raised Code. M* 12 slt^.l be detanxfted riot by ovemB ccukxm
xa* clasm, but on m individlaal customer by 71k►e CUSWMW faltV Impact
cap m e to itm= approved rv#,ti#l;n t8b nwdlW . Any rate 'as a
mnit of post p: o , fiesrl g• any d3aW 'on pgs, or In sa,t ent
proceedhip we Wt & : #ato ft 12 p=M cap. Further, the 12 pacea cap e'hall be
nomvkzed for eqdvaient usage to ensm that at xm pasad any iauiividuid cutomeg's biil
irnpaea o&ail o=ed 12 pemat On mq 3$,M, AEP-Clio diould fla, m a tc
dtdkA a tbe of it9 defenra3 ftrWad cmted by t'he 12 p t°abe cap.
Upon A,EP-OWs NIM of is deferid c"atians, the a. shaR estabbb a
promdtull 4 to oxvWw, odw tbbW, de&TW anathe
CmmtWm wiD mMoWn the dbuetion to • d%e 12 . as .
*Tousnoutft . . .. m cd the P.

(c) AMMMa gg=nftgBBC-ftaiM

The w m tatces =utise ftt I'ower Serv^ CmVomtiara
fied a d aockz► +an AVrQbo's bdolf for mcgectibed ndWp on July 20, In
MC do&a m=bere ER11-21ad 16L11-32rQM. in the ev^ my
aetian ti9at may aigoffirantly atbo the batance of this Co We arder, the . m
wx91 *: apprcpr3ate '° tinat1a as rwasmy. '&aity, pasualt to sfttlo
4928143M, Rwised Code, at fha end tif each axaid periarod of " modWed W, tio
Comobdm sbal cw4der If any such AusftwrA4 iticluding s.ny thd ray adw as a
xesWt of a MC arder, tnd to ei y amdve ea*AW goae P-t?bio. In do +event
that the Co an fuvds ttmt 1E*-0hia has dpMcantly amemive eaWnp, AEP-OW
abma rehun any amdnxet irratem to cmmmem

!tL

AEF-® ►lfao wnbmide *4 *9 EF', as pwpo$A 3nd ft it$ pri,ciug wA aI1 ntlw
tam and conditicatis, 3s more fav k in the sW te as cantipmar^d to ft wqxcted
results Okat would oftrwin apply vndar an WtO. To ffie statatcry tesk
AEP-Ultilv s4aWs tt►at de pmposed... ESP mvst be viewed in ttw aggmpte, whkh indsado
the stfttmy price test, vdw qnandft61e . and the twat of nonr

ak^ie imftts (AEP Rv- 114 at 34 bn evaluating A cA ABi'-OYko
wibvm Laura 7hwm cercludes that the g. d EW, in the a , is moce
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fivcmble tfiat the mtalta that wauld odmvin apply mida an 14iRO by appP .ly
$952 ' (AEP-Ohio Eac.115 at RxtMt LjT 1, page 1). 1n adctideq ' , MAL Th=o sUtes
ftt ftm are nninerous bmefits tht are not reada2y . b1e (ft).

In camtlneft the sUtubocy ftlce teik 1ul& Thoom explahis that s1e uflUzed .' n
4M20a &-^̂  C,oda°s kftpxdaiion of mmj* piow for pOw" in rl g the
muweWw bachmwtt paka'< In aftbhftq the `tive b ic prim AEP-C}h1v

d fr+ components, n'►etttdirg the cagacity component, wHch Includes the capacety saaat
that a ftpplm wtW9d fn= t,o wve 4 raa AEP 'e emvke toer1tor}r
{AEP4Mo Ex.114 at M. AB}'.O1nio crnulucled that the capadLy cost to be utffized bn ft
atatutory prke test sshodd be $35572/MW-day, basedcn ft nodon itbAt "4)Wo wil!ba
opemtkg under i#a M obdi ° and tlta fu11 capadty cost rate #or AEP-Ohio dmU be
uWizsd In the competitive bavhmark pria. By uft ,72/ -day, Mse Tfmw
wwlndm tbai the staiufiory pefce test e1om the ESP b mme iaucrabk tloat eia MRO by
$256 m"n (AEE'-c)No ft 114 at LJT-1 page 3}. Ma nmm also canducbed an
alternative grice test utf!'exeng the twa-tiex of $146 ettd M as
the s.apodiy costs, and earecludea ttmt nwddW MF would be rnum h e ttuut gn
KM $80 rmmion (Id. at L)3'-5 pago 7). Ia of the CommbdWo decbdon in Caee N'v.
10-2929, AV4)hfta kulkaw the use of tto $168A cqacKy prke wautd reWt in the 2,RO
bft sUght1y 1favoarabl+e by S126 mllioti, bstt whm WWdng In AE1'4DWa wesW
only slire-af aucdart the statutory peice test comes out with the 1VMA
beft tliglstly ware fAvmble by a. bely 26 aaiiiion (A81'-OWa Reply fx. at 97-99,
A B).

in additim as AEP-Clkiioo eacp3aim thgt the sta#xttmq test requ4m ft pwposed M1'
be revlewed in the aggmpw In addftkm to the pike UA otber qumt^ beneft need
to be coWdered. s. y, A ►E1P4:)lhio pWnts to cqadty prte " t fmm. AEP
raNds $355.72/Mw-&y to the swc,-tier discounted caFadty p^g for ffi proMes,
which :esattfi in a benefit of $988 million. In additfon,, In lsa a teek ML Thmm
wktwwledgest tlmt wizila the RSR is a bmv& of the proposed modified ESP, ttte RSR wM
enst ` duimg ft term of the nwdified &P. W. Thomm exptdm that ft GU
ah^.o^a8d not be c in the as t!►e:eat:lb would be the save under
the proposect PSP or ait MRO, but nt>!es if the t'R ►nurbsicxt debmahw '.the
com ' n+v,E GRR woatct ceduce the quatiti by agprcaxuna* $8 un'Ytion;,
By taldng tBuese aMtforal quantifiable factow ittbp conWderatian 3n ad m ba ft mul,#s
wader ft staft" t;est„ AEF-OhIo meft ttuat the toml ' bla bettefits of tlta
nuxMM M are ^a md6lion base,d on the atatnbcity pdm test using $355.72/MW.clay
(AE1P-C?hsta F.x.115 at 1IT-1).

Regardft ti&a1+Ia bawfits, ,AEP-Mo . tf+aE the modi8ed MP wM
prarkte pdce cUtlirtty fvr 90 CMMM while p
o etea. ARNOW pva4des tbiat the W ffi will msure fimuwW eeabiyity of
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AE(c'-Oluo and pmvides fur a recamy trau°ition somp wh#t+a
ack=wled` -OWs msd M *Upftm A.EP41i® aiso
opim that ^ nwdified ESP $d^ ^ ftte poUcia and io corwistentwithSectlmOM.02,
Revised Code.

In tion to the slatatory test aamduded. by AEP•Ohim witzsm
cttha putws cwAucLvd the stautDry tet pmvmt tia S 4928 W, viwd cade,
tM PM. MU, DER and Staff L- that the ata ft. prim tot whutUy iracate that tM
nwxlffied FaP Produces resralto t'hat ae less faaoub1e dm witat vvoWd. . 'n eLpply
u,ztderaraWRQ by Bprm ° frcxr+9F,0 ^^ io SL427bMm(Su OC]CBx.1i 96 DER
Ex.IM IEV' Ex.125, Dt,144, and Staff U 110). sperffieattgrr OM vvitvss Hbwn
y<annta ouc that ASP4Ma'a of a M.?ZjMVY-dsy capmty cWage is
iuppmprla9e, but tafl*r, the a apgaolrecl, by Oe aicin in Cue No.
10-2929-EL-L3NC beuW ,OOC notes that any msts amdAted witltem
GRTt s2muldlbe Mudeci in ft statutaq ted^ ss the GRR would not be svaalable unda an
NIdtC9 (Id at 1V14 In aeWtHsat ►; OCC poirb out ftt In caoei anyxu"taaimifiable
bmwft dvrielt tim saa d MF", tM a ts t"t stoalci ° addittonat
oosW to cuaftm t+ed wtth itma seacla as ths DR, . and gakt5hLMO rider,
whicfi, vvWe rot zeaMy quaniffiaW an'cunvndy known to be cots amodaW wittt ft
nncrdiHed FSP (U at1.8).

7MS aud MU raisa . in utlizing A6F-0bia'a $989 znallbm as a
q F% s that ibeC ian previously 6v+zxud the camd .of
dWwutftd capamty . be conddmd a beraft m It is too speculative
(Pffi Ex. '3ft at 14-16, 3fEU Ex at 50W). tEU, DEP, mA FM pmvda thst AIaDi&
cyveusbftd the competitive bezmdmuxlc psrm by fogn to use a market-based capacaty
prhe, and to p .wIy cormider the coob modated with ft msodffied ESE' ins(ndinghged
the YSX GRP, and possU# the .pRR at 1&23, MU at 49 72, DER Px.102 at 3-b). W
^.tWtm alm ronItaded that the s#atrxt®ry tM .. 2es 4'iut the .. ed EP is woeae for
cudonum than the Staptalat:kci EW, and approval of the madOA ESP would harm 4t+e
d"opmerd of a onMedtive by " provadeas' ab%ty'to provide
aI .. e offem to 8x 144at3841).

ISU, DM azid UCC argue tltat Ms. Thoum izataecay mwied ttte s
blaldft i*eq ° ft ahontfl have been accelerated, as #t is ,anhWy ft Co ' im
rvouYd auffiorize... an MRO with any blendmg oftr than 0* fault Mauftg pptovbWm of 70
pmot 8SI' patciceg and 30 as is corwMmt S aa 4928.447,
RwAsW Code (tM 8x. at 3,6, tCC ^`az,114 at 8•9). Fwtbar, IBfJ wagpgsthe . "
conMa the jaure 2415 to May 2016 deliver yenr aes part of the staah*ay test as ►nlys% as
ABP-C9hfio ia w&kq oce OpMvat to coaaduct a CBP for the erdra 990 lad

ginjune 2tIZ5 tUs app1ication(IELi Hx,'l25 at M
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5taf# tnrl . F ty Conduct;ed the fttutary test by bi S the market nta with
ae SSO rates t to °on 4928.I42(D), RerbO Code, btit noted. tttat !h^ ^
rate ia y ixncertain dve to volatttiiitjr of . . contrcact riem W FmtW
ca'AmIa;d #'ha av . zstm under -Ohia's modiW IN W camp to the
reaults that would under an on RPM ptim ca ' . . $146.41, as ►d. $253. Mr.omw MRO
FmtW desl that .unft.^ all fta smnalm the modiW BSP is les #avombl.e, but
xmd tttem ne . r►oai-qu fl b1e bmeft, itiduding AIffF-t}Wa transition to
conVeftuve markets, wbi:ch woWfl be ackeved more qulckly tDSnzQ flaoaagh an Mt3 (Stoff
Ex.11t1 at 9-7). M revise4 W F statutory price best usiiag Ow :6188A pece of
capacl#y and coorlad.ad aoWC?wobxld beiess agwidve by SM adlt%oa {M Wy 8r. at
$1).

The Co ` Fiads tbak wdute AHP-t)Wa xude .rsanl en+oa In ewAu '
ft torg► taat we ' g that ane co e based ori
waftn tlc record. Under Secdm MAOt+Cj(I^ Revised Code, we muat doWrsIue
whodw ABP-OWa iia batsdan of pxod of kA 1in$ whadw:.. the pOpoiud
dectdc ty piaA ae wrs`ve modified t#, insiudang ite grid* aElw tmm ard
cmdidons Mudicqg any als aM €cttum soovay of delmTels, is emm #avomble ia
the agpvpbe as couzpared tia reaulfis Ow wotzZd odurwise apply wtder See4ote 442&7tA
Revised Code. Further, we awat emm oac andydo tsoka at'the entire modified BSlI' as a
tobl package, as the Su . . . of OkAo leaa held daat S °Q928143(C)('1), RwAmd
Code, dow xeeat bW the C gaaa to a sWd prim ceria : but mdCr, imftcts the
Co .. m to conokkr odw tum and cmudittotm as t1Lm is aondy one staPttttaty besttlpat
leaics at an entim ESP In #he aggregate (In rs £vIrsrakas S. pmr Co., 228 t?taia St. 3et 4OZ
407).

e.. as AEiP C d lb anabmb of th% abfttoz}+ bn% we fiast look at
Ow stat" pr;a^g bst and Hun win expkm other omr Wrum ana coratisns of
the proposed OP that are both q ble and ft61e. Ixt cens3dvdng AEP.
OWa sMatovy pric€, test, ccn a with Section M143(LI(Ib leviud Code, we must
Iook in gut at the prke A.SP-OWs propwW PSP, as v+ra^'we modified it with the prlue of
tte readto that wrould offimviw apply under Sectim ^ .14Z Revised Code. T7* way
ARP-Olda► alcuIated. ls statutorp prim ieat . des us Erom amagratdy d g#he
resulta that would o '. apply under a uwket rate offer, as it begim its aWysta on
1une 1, 2MI

To amvaWy det=fte wW would o* ". apply wxkrSecdcm Mx42(h)(1),
RaisfA Code, im 'tiue paxposm of°it with tI^ o-d ffig, we begi.n by
I at the satAtute for SuWanm swdaa. 4928.149(A)(1^ that
any erlectrlc distribution uM.y dat wishes to estabikh be standard serarice offar grxke
thrcrugh a ma*at rate affim muat anumft eamp ye for an
opem faiz, and tranVuad tivesoc!#atlon with a dGw pS+oducE denwHoct,...
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dized bid evduaem cntenk av of tba procew by an ind ent thiad
parljr, and an erralua 'o:cxf _ftd 6kb psior to wlKftg a rwrim. For theIha

O,n tO appaOprk* fiim reeultet that would ocs^,c under tlmpmdvt
wctim we =nat m good , dtars°ng a bM pMad that h®s
vN.-,ed prior to the ' of dds order. Nar can we, by statabe, O tHs sn ed
ESp pa3m with wlhait w sppIy tmder Sw€on, 492SUZ, Pzvued Code,
beghming today, as it =woulei be ixn ble fox ,AEP-Oda to ye • an
altmate 1AZ Fxvind Cocle, tW nneeft a!t the staiut+ozy aiteti&
11mEme, for the CmwtWlon to apprapr3afiely mmpm ft prke c+omn odE t113s
modiW ESP with the reautts that apply under Swdvn M,14Z Raviwd
Cm* we mua detemdm the ammmt of dnne it would tke AEP-Odo to ' t its
Au^dard wbAt would odwwW applY under Seedo ► 492OLU2,
Revised Code,

As10 , a June 1, 2A13 atacaE dlate wouZd Provide !EPANilo
sufSdent eime to plan for aucftm devetcp bidding avtes, and the anction oftuchur, alt of
which are xeaj of Seĉ  4928.142, (FM Ex.1b5 at ?t). In ligid of
ti& test=wy, weltseHevetlhatwa eva6m" the stmubxy pdtetest analytu
approcinnately ten. mmtlw lrom the praint in order to ddandw waald odorwbe
apply. Mwdom in cozisl; tttk modi&d ffiP vv#th tin zesutts that verctM offiftwise
appiy aAder the me►tutarry piioe tost vm c+rll1 oomctuct'ft sMabmy pxioe t foa the poW

^ ^jum 1, 2DIS, and May 31, 2015.

Pmlhw, cmducftg the stmbDry pziCae test, Nb. Thmm ermed by uWLft
$356.72/A+IW-dag for the capacHy component of the competid" bmehnvuk prtce. Tliia
number was unflaiter4y de by AFP-^'1hia and jusffitd as ABP"-d?h3o'a cost ol

= capacity, whkh a y ixa.cansistrt wftk the C on°s d tisan of AEP-
s cok of dty being ^As. Although we bdine ABp'-C&Wa use of the

MS.72/MW-d^^.y cqactty figure is flawed, we ate nat persuaded by patio who ague
the capacity cea be aw&et based atvd refieck RPM prbos. Tbmp faii
to conAda tbAt AEPaC3W as an pEttt eattity8 will be supplying capadty [r its customem
tbraaghout the ftm of fhis FSP, wtwgm the customer Is ah S9t7 mstomer or the cwftmer
takesurvke ougtt aCM providw. 'lhts®, evett urnder the reswts tlmt wartikl cdmwise
apply `t with Swtian 4928 14Z, ReviNd Cade, due to a4EP-C3Ws mwbkS FRR
vblfgationa, it wcnAd sO be lft capacity to aZl of its aa 2M5. We
W it fs hupprquiate to c m , fts capatiiy cow4wmt
even though RPM prkes are wmbtent wittY the suft com tioat madwdom as ABl'-
O#tia is sn,t will remain an FRR esttity for the Immediate In conducting the
seatiatoay prFm test we shaU su9e ,AEP-%fo'a ewt of ca .. tof 88, as sunvrW by
Casei ,£oSthec.. ` ve benchm&
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NeA we med to addum ft appwpnaft' bk utslex ft ft4utory
grrke tst for the paiod of jantap 1, 2015 tivough June 1, 2DlS. Tn of the adeady
deWW statatary Nadtg gee corMrod wiQAri Se+aon 492B1142{D}, Revlwd

as weU as past CommMon mt €n cxord ' the ais.sntoiy pzice tet, we do
not find it appropriate to un a1Qp blembug zate for the find fiva mxtba of thepwcez*
modified BS>r: sre Duke Enca ,Coe Nn. 10-25WELOO NbLruaxy 23, 2tf1:1'}.

y, we need to•. the pmvaftgn of the t^'3 .• aoznpmwNt that ia
tndiratael inn !RP-Ohid's rapty baief to 90 pmmt of the prim arudt fm
pftvettt of %e expceted maiat p&e for tbe paW ae lww 1, 2M3 to Ieky 31, 2M4,
c+z,nsisiaent wft Section 4MiW^ Revad Cnft and bumm die
compoa^nt to 80 pumt of tFie "wmdm . prbce aad 20 percent nf dha "pected
:xsmrhet p&e for the pwW of jum 1, 2Eit46 to 11Uy 31, 2{itS. By
modMmdm to the ,co tre bawbnmmk paim, as we11 as the $18888 coa# of capacity
ftguxee we e dg *►at tbe statu.bDry prlce test indxcabea the nmxUfted M k+ mom
favorable dhm the reaAts that occur under Secdm 41, Revised
C,.ode^ by appmdmitely $93 w0an.

Our 's dm not end tm Iowevex, as we nzust now ccxtsider *,e proposed
We atber provLsiam that erre q ftble•o As we ety a '^^ted In the
Z1'a@llti^ 14, 2DII, Ophdfidt and OrdP2's we beUQPe AEF^-O^llRt must .

anocia" wtitla the GRIL as k b tten- ble pursuant to Sectkm 492$.3143(8)(Z}(C)r
Revlmd Code, and Ow wDEdd 3Wlt occur mula an MO. Thaefom ft A06°li4 of

a lel'y' $8 9I11Um Y1i379t be mWdaed In C1iRY' "uft[dVe @raly$3s. We wdmftnd

that the GRR is a p der rldet, but wefind that ft costs associated wit}►1be GRR a:e
kno" end be hxkded in the q, e we .ezzun
coiWder de caosb asacciawi with the RSR of a tely ogBcen in oar

ta&ive, arcetyga.32 The ixy,tudm of ang rl^'eftd maemt daa tiot riftd14o be iwludett
in vur "yeis, as 3twavul.eistMbe racxavered unda axc = pwauenk to the Commintan's
dacMan in the C.apacity Case. Aftw indu.dir,g the sYatutocy price bat in bvcr of iFhe H9P
by $9.8 wAixt, and ti* quudbble coats of . .. ztriliicm satrdex ft mad $8 mMtm for
Ow we llzad enAM Is avare favarab'kby apr t+ely

By stafiut% ow uralys3s does xvot eM hm, ho , an we must coraider the non•
qu. le, uvdifkd OPo^^^^^^ pmpowd pbn In tke
ag&mpw tAte aduxwAedge tha time ueay be with d• ilon rel&W

^'Tt^Et^t ^t^ of ts eako9a^alb^ tak^g ^s^4 mst^
su ft t'bs $l fpm to be dwoW tsva* do CAPM&y Cae dAR4 as =mvM ®[ ft"s dg(eW
wdR,^ca^r^aae^hcc^a^^sraA1►^. ^ingT.^r3far^BP^bFo^c.Y'l^, ^ t] ►ee^otal
connecbed bud of 48 zdM= kWh and Dodd* #t byy/91 c®mr t1►z tierm aE 60 010404 W, wt eeecfi. 8
^e af ^1+t^ w t^a^rs^d ^ , aa ^^Yt xacov^ay
auouak himm 6o $4/M9Mh 3n Qee 5adyea ®f doo mmg&d ffiP, we&* =wtsomcmi tar m hmme
hs ttee MR of $U =ffwt6 WHdn be " okWa" by %ad 3nUr-s. raftdim ft actid
. wW&ahonld bohicFadedt itr thejmis nakm.
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rd and *4 grWgmad asod that a y ae,e not regkdf ly.qazaatWI4;]es we Ww". . . .
sAy of dun costs are signiScaWy oubMShed by the son-qaernfibble bwmft ft
modified SP leeda to. Al#lwugh these nnaay end up with
gum they Woaxtd suppozt nhabihty umpmverroft, whkh will benefit &U AEP-Cft
castomms, as weu as provwe the op °ty fm cuawnum to uW3xe affkkwy prqpm
th►+a cen tead to tower asage. WA ttnrs lower c+ash hutha, these costs vxill be mitigated

nwdiWby ft inerme in auction , inc1^g the -slicee aucftp, as we
tD ten Pmmt w1i ym, whick veM oi fimse msts tn tlte sWhftq test artd
srmode°ato tls iaepwk ti tl* nwdffied . ,#lte a_erafore to 60 percm-d of AV-
C?Ydo'S o* awdm by lum 1, ZO14, M to take uWuftp
of but atsa tas a quadatatLve bwdAt vdu* wrlaite xaot yet
VuMAW vmp vueIl ownd the ooft °ted with the GRR aadlESk

In a&Mon, whike ft RSR and the tclclesstm of the 4ekTd wlddn the RSR are ft
nK* si " cost °.. wth the ° .ESP, but for ft RS$ it wvaid be
impombb fm AII'-Oh3o to comp{etety puticipate nn fuYf wmV and capmdt9 baW
mcdomb gIa June 1, 2015. A1thotsgh the d`m fm AEP4Dblo to ftmition
WWOZ& . `tnm : . pucing is wn"iing this Co n Wongiy supports aM
ehe emal Amm%y ' . iu araftg 8emate 8i1[ 221, the #ect rmmdm tfeat the
decision to nwve taseiasds tive aaarlret pdking Is valus ►taay wda the etRtaee eaid 3n
tBaa event tb& ESP ts wididrawn, or even replaced vvft m WO. ^ b no doobt @tat
Ars€' vaould notbg Wy anpgedir ► theccmnpetitive mkDace byJum 1, 2015.

The aA the mmVunWAble benefits b ee fact that in )M untl+er
two and a MV yeas„ AW-OW tnr's]! be dehveiasg and ' at nuAd pn'sea,

'h 9s saalfimtly ealkc than t+vho would o e oceur unYdec an opbiori. IE
AEP-Otio were tD apply fm an MRO it b nat healft to cxsnutudeftt be at
auttket pdm prkw to jutm 1, 2A15, even if the Conurtisdon were to mcelembe the
pmvmbgw set fotth under Sectim 4MI42, Redsed CD& Thirteen yeare ago our
Seamil Y appwved L tion to pav^ dw way kr eiecirc u . tobe&

pricutg,and provide ams=ers abffq t® chom
itw oUctrk 'm suppler Wbge the procm tea not im easy, we ea+e Cmadawk
that ft plo wM rmAt in the oeatxme ttee gemrA vmukxy3taruded under b^ te
BM S ans! 8amto BiU 221, anB this M ed W? #a the only umm In wMclt ffiis am be
ammpUdied in ko than two and a kgyeam , wtdle the $Si' will lead
us towards tame coxe .'c►x► in the state of t?+hdo, tt ebo eamm not one(y Oat cusomm
wil[ have a safe hai,or in the evwA there is my amutainty in the emnpetitive wadmts by
ltavirg a consw, ceataim, and stsWe option csn the . but also dat AffiNtob)n
utainWns its &wcial stabfiEy mmeary to continue to pmvide adequate, saf% arkd
reliable setwKe to ib customaL ° y, we b these e bomft
4AWMAY outwao any of itre o
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oM in WdOhig the sWxtWty pdm test whkh £aveure ft awdEed TSP by
$9.8 milllcr,, as watY as tlw qu ble coos and bemft ated wr1Nk the nodiLad
ESP, aaidi ft nm-qu=frPabte bwxBts, as we find the modified ESF, is nore favwatale in
the aggm ftsa wbat would odwrwbe under aaaMitO,

nYa ^ OMi11

Upon cmwdamtxm. of the modaW MP appiication filed by the. azy and the
pmUo2aS of Sectkm 49X1 ^ ftvimd W4 ft Cmwtt"im finds thrA ft
mWiW ESP, hwWAing its p ' ad aR otliee term8 and mdUwm, kiduftg ddetrAb
4rid futm rewvm of ddmalk as nwdL6.ad by th& Order, i8 xtent@ favorable in the
ag te as compared to the vqmcted results Oeet woWd odumwm agply
4925.142, Revised Code MoWbre, the Commission that the propoW sluuld
be approved, ww^dx the ino ' fitionst set firth in *ds Order. As nwdW hexdh^, the plaxx
provides rate swbilftg Eot c ,ftvame cerb*Ay for the C.mpanp, and &Akwft a
Erat^% to awlcet> To the eKtmt OW mtwvmm 3m proposed . to AI!P
Qhia'a nuxilfied ESP tisa.t iove not b ad d by ft OphiOSa and Ordex, the
CommLqWm conrlndes thattha raTmob for awh ni as►saarederded

AEPrOhio is &vdvd to €Ilee, by Au A 16, tarWs m t unth ft
Order, to be effective with bills ramdamd as of Ow Rnt g cyde in Sa A 2t?I2

V. MMMgl i Qf W:

(1) OP is apublac atility as dcfimd in Swtim. 02, Revins1,
Caa^w4 as axcl,,tlw Compa y^^^^^^ ^ on
o^^ WL

(2) 31y 7:t311.f CSP was nvrpd with ad hlo
OP consWat rerith the CoundadoWs December 14,2011 OWa
sa the ffi!̂'q 2̂y^

d1.L$

camL
In

3"^ nimprp I was cmbmed by ^#sseted
^ . !9.S ^.ac Nda dtTl+77PEF

^^4p

s V a^8`

(3) C3n March 30, 2012, #ie Caompany Wed madiW apglicaflans,
onSgO accoidwice wft Section

(4) Oa^a April 9/ 2t3iZ a bechnm conterence was 2cald resuding
AERMa's . apnficadom

(5) Nofte vm gu6` wd pubRc lvuAnp wave betd im Canton,
bua, Clulheatho, and ILama where a bntat csf 66 witneem
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(6) A preFs,r.whv conferem +rn the m° EP apphcation wa
ttelsi on MM^.y 7, 201.2.

(7) The foUav,n . Mad kcr araP woe gmded an in
dEt'-OW4s mo ° 2 procftclmr, IEU, Duke RetaIL
OEG,, OHA, QCr, O$.AE, Kro$v, FM Pauklm& APjNt
t7IviABCe AEP Rete& P'3F ConsWISSM CoMpe% MM
Skm ClubF TM& EKe1m C'̂ ,aove City, AICUO, WA1

on ReWL E[Yt'„ Cj Omo,, Engmoc, ICaSF C?h^
SchOds, Obb P' u`P bM OMo ReftaMt

' ftv, D The C?140 Automobile
Doelas fim Dayton Pvva uaact y, NFM,
f?tai® CGm w
8iecmk Sexvke* bm, M- {Sua r B F city oi Upper

Ohio; Va$W Bushvm CmuicU for a

p

aR r,

p'-I of . • , ti3d4d,1J® i1LAi0. Ci 7 Power lJGY ent, fS1{:s

(8) Motiom for pm ' <^ ^ fd£d by AIP-Obio, e131;tgy

1, 2011, tby 2, 2Qa hy OMAJ llBUF Mi wd RVAM on MA*{
4, MM .-Oda an Mity 11, M2> T1-e
graded the n"m for p ' os+det 4n the
bearingenMay 17,

(9) AddRimd moftm fr pmbeedw otda wae W by ^ ^ an
Ism 29. ZU ard Jutp 9, 2MZ by IEU an j;aas 29, ^, a9ct by
ABP-CWo Ote July 5. 2012 an4# ju3p 34 2012,

(10) The evid on tbe 2 was e.aW on
May 17,MZ aed cvWucled on jam 15, =1

(1I) Irtefs ad repYy bdob wae Med m jtme 29, 24612, anci. July 9,
Mzrespec^dy.

(14 OM arp,^umecats befm the C .n wme held on July 13,
2012.

(13) °Xhe pvpmd xmodified ESP, as ta tYs
apkd+oze md orda, fnrluft dw pdftg and aU
sad axavditm, deferrals ad fUtos recdveq of ft deferxaSs,
and quattiEitetfve arA quaUtative benefiM is mare favorable in
ttae agpvpw as compgmd to the &ak w®uld
odmwbe apply Sechm 4529142, Ratad Cc&
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VL gan.

rtis,

o79.

vRD M, Tkaar MEVIt"$ and "s raquess to *a v^
^ ^gmted. ^^hlr&er,

ORD s^^^moftm for prokcdve ordet^disomed hoWn be pwftd fa
18 montbs fmrnft date+af , It ik AirOw,

C)RD F'3 f&t tlae Company shcKdd Rider Bwprqr C=WlaWe
Seivues (BM and RWer Pnce C Ie Smxe (PCS) ircm its °
aW Case Nos> 1 EL-ATA and 1 M-ArA, dosed of ze=d astd dismissed. It fie,
hadw,

ORD m. Miat ffi mquea to wvkw^ ^ is &Wsa it L%
tqtrct ►e^,

QRIB . , That . . e mdoat to take a e no*e be derded. It
ik furtha,

ORD M Dm'i`hat OCC/ .. s mo*m ba vh*e A$PA)Ws regly brW be g,mnted
In part snd denied L-t pat Yt 34 furdwr,

®Itm , Tho the file pwposed &W mn"ent wA Ustarift
Cflder by August 16, to mkw and appwval by 4'w CmadodoiL It b,
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QRDE , That copy of ft opWoft and .ier be ed am ap, ofpwtks

ces ^NopomQ

D.

Cheryl L Robeft

^^ ^wm

Ei*md h1 Othe
S

BAK7 F. ^Ned

swduy

a-29A:^^
Andm T. Porter

f• .®..»
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THE PUBUC fTnnTes^ MNMOM ®F 0190

In ttt+a Matter *f the AtZplCation of )
Cdumbus SoComIanYnd ?
Obio Power Company for Auff=fty #v ^Case IVo. 114lS-
Establish a Sbodad 9ervice O j 11-34M4990
iD 4928,143, Pzvbtd Cssde, in theSeWm
Fom of en 1"be,

ln ft 1Vlz,tter of the Appikation of ,
C Soa*am Power Company wed ) Cam Ne>.13-34.9-EL-A.A.'iv4
Cffn® Power C yfor Agprvval of ^ Can Mck 11-350-ET.-AAM
Certaiia ticg Authorlty,

D MM MOM ^!„1==M=.9M=1 ^ RfJBm[?f?

I dedine to join xny coileagaes in finding ftt the ftAyr@ adv e of
dollars that m MRO wotdd anj®y am tfree b ovocome by

fl* le beriolit oi mwkg bt mmicet two yvdm and . . mmtlm fada
than wbAt would have occ=W utsder nsc 1MlRO. For t#eis reasoo, I do not kad that the

. &4P, as ato&W pmumt ta the opu-imn and odw, Mu ...ftMposed
pridctg arbd. a31 otf^ temn wui condifl=6 ddmzab wd fRatate mssvveay of ft
d e f e r r A 4 a A d qu"tattve and quaPiatiire . ts, t o mom favorable in the agppft
as cu d to the ftpected aeecdfis that woald . odwrwise.. ^ ^ ^ wider Section
49!$,I42, Revised 'fecaun of this concfudM it is umwcmwy fm me b® &
Wzdw any #nc3tviduid mnc3usioaa wi4fun the order or Entme oftlie .

z^

^^^

Entued in the Jo=ud
08
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'IflzP'tlB3.tc T,3"i COMMMOFe^ OFaIHO

kthe Maft of ttw Appakakicm of }
Wiaribaas Sauffiuexxo, Power Computy andt )
Ohio Pbwet y ffaa A to ) Cam No. 711-3445-MAM
Estab3ioh a Sbmdoxd Ssrvke Offe PavsuaTtt } Cse Ne.11-34&
to Beciim 492$.14$e Reviwd Code, In the )
Frramofan ty PkmEkctrk

In the Maft of dm Appbmflm of }
Columbus Power C=Vmy md ) No. 11,%9•F.L
®nlQ Power Cm"ny for Appwvol of } M611.360-BLAAM

AuMari#y. }

o N â^ ^ LM.S=

Tag YJJth ft conckokm of the majoAt}: However, I write wpratdy to
exps+ese my mertraEum eas the uae of a zetafl s y rkter (itSR). It is my optt*n
that Sawally tlm use of an RSR with deaonplirg rguepomb 1ack$ cutWat becwfies to
cmuumem in additimi, a coaWany #hat:+eceives ftt RSR has Wtle, 4f any, hvmdve to
look fog acwte opemt€z ►g atedendes to mluce Conseq y, flum
iavffdendsa coald lead to addMarW rnolt tv consumers In the long mm Alftugt
tese ixacua= led bD my remvatims in thia prmt c+aoe, I am aw feAy aware thmt
cautm ram ftt necesdtatc wftg aside in •uai
concum foz the greater pod.

In C.ase No.1O-2MfeE.-UNC, ft C °on agrwd to defer ihe recowap of
the diffasue behwam the nudoe przw amdC the compades' c4®t of amwomL lbb
aeated a noed tc► atr;btsh a =echatvism, to a+emvsr tdwse cxrstL Although I SenemBy
dhmgm with tie use of 9SRa fvt zmverir►g defen-ed , In tfb s^se I sida with the
majority In order to mme our ` . Our udWon is to anom all reWaM aad

to adequate, safe md d& utiifty mmvim at afsiie price,
while fitdlit*M an +extv;conmet that provides fiv* cholow We as aPublic
Utititfes CommMon leave to bakime the rights of tlea cmw=wr to ermn eafe and
wlWAe savicse at a fair cwd w3iile alao makft etze that c " xeceive suftert

.xvwues to provide thatsm-vice fna safe and .
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This c3acsasion will help move the y to a fuly competitive madmt at the
end of t&te ESP tmi, which tkw bmn ft mraU gmt of ft oite 'kWdatwe the
adoption of Sewte Bi7i 3 3n 1999. F ore, by caarozng an RSIt without
decouplbt coxa► we ee gmbibiLng the rate mnwm aver 1he seeact ftee years.
This pmvides castmun a sUMbed xeft or ft oppS d to shop for a better rate,

an w^^ e* tam ef Ow ESP. oveW."dqmtliog
awWoaa Is not only LuWmhwA to the State tiwutmy goI of &ee ard opm ccompedti(a
in the A plam, but " to ft p. lty of flft Cv . osu lhftdme, xn ft
iscaaW mn, I find the um of an RM to be azt epp tg meebarbm Eo allow the
Cmrpany to be& to recovo atad d cwts.

^3'^ Staby

LSfse

EMteatn"j .

- - ---
08

xfv. . *•^^01
Barcy P. WN,&I
Beaetery
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BEF+CJRE

T€i13 PUB1.TC?f3'CTIxT'fksCO m ioN OF C?HIO

In the hbtter of the Appimhon af )
C®hambus 9authem Powes Go:atpaasy and )
Ohio Power Gcmpany ffrrr Audmity to ) Csse No. I1•345-BL-S50
EsiabUshe Offer Pmmt ) CaeeNo.1'f-34$-EL-83t?
to Secdm 4928.143, RrAsed Code, in the )
.Faarm tgf an Mectric ty Plsn. }

In tl* Maft of *A A.ppllia#ton of )
CoIuznbu y and ) Case No.11-M-EY.-AAM
Qldcs Power C=psny for ApfsruvaI s►f ) C.ue Ncr.11-3sD-}3Lr
Catain Accounting AuftriEgr. )

MON M
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E b"s7°26-+TiS1'SSOj et.ad.

Tlhe ° IoTt EmdS:

(1) On March 30, 2032, OMa Power C y(1AEPAbi.o) filed an
app}ication for a sWvdaxd sw%tce ofier, in the foxm of an
eiectric swunty plan {ffiM, fn accordance %ith Seciton
4928.143, RevWd Code

(2) On Aap;ust 8, 2012, the C. .on Issued its Opinion and
Order, a p ' ng AEP-OYuo's propmd '$'3P, with +eereWa

fficaaons, and direded AEP«C)hto to file pzoposed fiitiat
.& mmstent with the t7pusioai and Order by August 16,

24D12

Rmumnt to Secli^ 4903.10, Revfead Code, any parYy who has
en*jvd an apge . In a Co ton p ` may a"
fos rdwA&g with ranmt to any amattars st e d by the
C,ammd,ssksn, wkhln 30 days of tha entiy of the tpaadon and
prda upon the C . ,s joursuL

(4) On September 7, 2m2, AEIP-C1hio, The KMer +Company
^ ^O^VW), toxtnet Pdmary^ AJlC °(fJrm,et),

gq
AssarBat^, ^^,), OMA

• ^etsiE B=V Supply
Emp Ccmp and the Ohio

Hcss#r3W . 4on (+DMAEG/OHA), tbe Ohio Emgy Cwup
(Qgq, f:•irs Sofut3ons Corp M, The C3Yuo

tioat of Scfaool Bnsiaesa C)ffic3g]s, The CJ'fuo Sch^
Boards tkn. The 8etckeye Associatlon of School
A. tC18:s, and s uc WactiV Schwls Council (COtecbvCay,

VY81o Schools), and the 6siYo w rstA C i and

Appal ^ Peare and jusde N k (OCG/APM €'iledl
aPphmtmw for T4mrv% Ni contra the var^m
appliea fo.r reh ' g were Ned by Duke .. ahao, Ic-*c.
(t2uke) and Duke Energy CmmacW Asset etzt tar-
(t?ERlty , lfiM oCCJ , MU-Mo, ®A►fASGf aHA,
OBC, Oblo r aM AEP-Ohlo oT'1. September 17,20M

(6) By entry dated t'3cbober 3, 2IIi2, ft C- Masa gtuftd
xehaarn for ffeaztPs.ea ccrosideraaian of ft xoat#er+s 8 ".. in
the a tiona for rdwaring of the Augmt $, MZ Opanton,
asyd . The ``on fas ravieweat and cattd d sII
of the upmmto on re ' Any argmmb on r+eheming
not s y dd have b thosottgbly attid

P3-
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11-346- ,etaL

adequatelydezded. In consideredans^d by the ° aa° ^ ^ being
edng the ar eaz4s raised, the C 'csn

will ar the uats of the ase+l kg of erroa° by "ect
matter as set tuth bedow.

1'R MAL ta+JAMRS

(6) On SepWaba 28, 2OJl2, O=j N atmed to strike pordans
of AEP ONo's applacat#an for re 'filed. on September 7,
2012, as we11 as porfts of its memorandum con#ra filed on
September 17, 2UI2, ' y, CCCJ}12'jN allege ttta4 AEP-
OJftiio hupoTedy rdies upon the ''otts of 'aw
from the ,feSP-t3W D,stnbu#izm Rate . .oa in Case No.

et aL, and the Duke ESP *fipt€Mon in Cm No.
11-3549- O, ee ai., +CCC/RPfN opirte that both atipulatlow
preclude t'he use of any provWoms as precedent, and that the
use Of any stipulation pmddons is not ody miuwy to ft
icthaertt aaatum of a stipulation, but also vonuary to pttislic
polky•
On Octoba I 2012, AEP Ohio filed a ntemarandunQn contca
dJOC/A1"jN`9 motion to atx3ke;, In Its ment coatkr%
AV 4ido ar that OCC/APJN shouid be esk"M f^m
nwving to ' any providom contabW• 4vi#Wn ABP-Ohio°smnks
application fm rdvewin& n OOC/APJN fa1[ed to ailege that
the rebrenco to Thuke°s Sp sttipuIatitm and the AEP-Ohia
distribnduss cm were iaipxoM 3n Ba m um cantm
A8P thWs applica'don. Iet additiatg, Affi'-Mo notes that iba
Co ° oo ciy re)ectW t7CCf Al'jN's aguamt ira #he
OpInirnn and Order.

The Co 'n. f#a►ds OCC f APjN'e ass*mvent: a error
shoul;d be d , ed, OW/AFJN foged to ' its o • c .
to the use of sti,pWa#oa rebuenc-es d %►ifift AEP.
Ohio's eappi'rca#aost for rela . in its mwmtarwtdeam contra to
A.LP'-Ohio's application far r+e^eiairang, so it io umeemaq fya
us to actdvess those refa eiing the s#ipidat3orn
re&mm iii AEP-O2do"e vmemoraMm cmtm the appamttoze
for reheaxing, we find UuLk conWaftnt wi#h owr Oisini,on and
Order iat this procewfln& ttm references to odw siipulatfa.n,s by
A$P-Ohio were limfted m wope and did aot create prgudxW
ingatt on aq parde, nor were the referercm ueed tia in any
way bind parties to posipiona they had fn any pwlous

-4-
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114 , e6 27A.

p n3 In fac, OCC/AP}N refermd to specific
st°s,psdatim pr®visiuns frmm a sepuate proceeding in its own
applieation for rekmir►g.x Ac=dlngly, we fiud that
CCC/AlPjN's motion to sh*e duyald be denied.

(7) In its appiication for rehearin& 3fiU contends that the Ophdon
and Order was turcasonable by fsing to stske witxms
todnvmy ttwt cmWrted referemss tD sstfpulatioa^s.
Specifi=tly, IEtI argues tiitt the a emminers y
failed to strike besfmny of two !EP Ohio witmm and a
witnm for Exeton.

The . nfinc8s that IEU #ails to raise any riew
argwvmft, and amo y, 3ts ap3plicatkm for auheaRing
regarding ea to Wpuflattom should be ctenled.s

{g} 1n its applirattcn for rehmrir& OCC/APJRJ &Uep that hle
C ort abused its discretaoA by denying its request tD
take °' =ive notise of ft Capacity Cue materials.

In it® unn rontca, FES prrnri,des *#At the
on`s desW of CXCjlPjid'a request to take

admirdsiza.tive notice was proper. M points out that the
request for trattve notice was made after the
ev ° record was clewd and Post-hearing }neb 4vam
fDed. PM adds ftk had ° trative no&e been taki,
other parti,es would have been pr*dIced.

In the Opinim =sd C)rda, the Cmmmm deztiad
CCC/ s reqeaeat to take adwkdstrative notme, atotutg tW
$ 'at'rve notice would prejurlice parties and would
3mpxogaly allow +CC1C/APJN to suppicment ttte record iA an

te manmA OCC/APJN fait to present arty
compellTnsg arguntents aa to why khe Co "on`s dadsion
was bte, ttasrefme, we fir►d QCC/APWs request
stavItl be denied.

(9) OA Septmber 2t 2012„ "er Mai a c+aply mmmwidumEt to
A*BP-Ohfo's e andum cordra. tkte vmrinus applicatiqxss for

^ Ogbdm and c?rdec et aQ.
2 OX/AMA [os (AFR)nt 1,13-3$.4.
3 OpWmaa4ardia&cia.
4 Id. ak 12-19.

-5-
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. ° . On September 25, 2MZ a tnod®n to

withdraw its rel^lstac^uld be grantad as Aute 4901-1 ^-35, Ohio
Adxninisfrattve Code (fl.A.C<), does not rem `n the .filing of
repus,

(10) caA sepwmber ia, 20M lDuke amv vwo k►c. (Duke) med a
rnotaott be Me wanowndum confra kstmter to f!e its
m orandaaan eozitm Duke adudb that it kcmady nied on
an out of date entry wfiakb to fale all
meaun=da contra within five buskma days xathex "re a
aaore rwnt entry imsued April Z 2012, dkwW ftt
mertctoranda cantta be fW within five calendax days. No
memorandum contra Duee's matirsn was filed.

Uuke's anodon to file Its memomdum contra is reasvnable and
should be gcanted. The niemoraadunl contra was £ded one day
late and vrit the request wM not pcegtadice any party to the
proceedingoreause undue delay.

(11) I'M IEU, OCC/APJN, and o1VtAFfijOHA argue that the
Comrfilsis^m p ly ccnducted the etatutmrp price test by
o1dy coatsi+d the ttrste period betweeat June 1, 2M, and
May 31, 2015. The partFes contend ttult the Cstixo, failed
to +amsider the 6wst ten martttts of tho modifted P.
Sp ye OOCJA.YJN bejlave that the Commission^ has
depaW frarn its paast precedent in conducting the statutory
tat and that the onm's test brought "a de^,ree of
pmeWan that Is not ealled for under the stattate"g and,
th , exceeds the scope of iEs au;tloxity.

AEP.Qhao responcb that the C ' ion`edocisd®n fowmpaxe
tite ESP with the seadisi thd would othecwfse apply under a
MM over a perind when the IMitO aitesraalive could
aeal' y be implemented was reasomble to develop an
asxuirAte prediction of costa

The Gonotisifwn xwtes tihat the Generai Assembly explicitly
provided, €et Section 4928:143(C.)(1), Revmd Code, that "the
eleftc seceAty plan so approe►ed...fs moae favoxabte izs the

5 OMAM®t7,

-b»
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11°345-^ 9 et al.

a.ggegate as compared to the eaclrectei resul.ts that woWd
othwwm . apply under Section 4928.142 of the li ° Code."
To properly conduct the statutory teat the Cornmi,seatm trwsfi,
by s4ataat+e, re . wYRat the vq)ecW resaits would have been
had AEP-tJhlo proceeded under Sactioat 4428.14Z Rev.ised
Code. The CamuiWan properly foUcwed the pleitt meaning
of the text =Wm-i within the statu* in perfoznirig the
statutory px3ce tat

Fuially, we nobe %tat OCCJ APWs ciaims about the
Coamisaion cte ' from its prooodent ipm the €aet tbst;
sh,ce AEP-0hio filed its ori&d application itt jawary of 2021,
the proceediop have taken a dLffei+ent course tttaga typicaF

sion precedent. After the Camuri.$saor r*ctgd ARP
Ohio°s Sfapulation in l?ebeuary 2O'12, the Cmmiastcrxt entered
uncharbered wabers. In light of the unique oorWderastions
asaoctAted with his case, we looked first at the statute, and
followed it with pmisiott,

(12) In their . rapeame amgmerft rd error, 0MAM/OHA, FES
anc11i:U atgue tlnet i# was lmproM for the Commission to use
ft stat!e connpensetioxt rneciian9sm fipre of $188A i»
cengatizg the MRO under the statutcxy test, as opposed to
m?ng RM 'prwes. IEU explaisw #hat the C ioncapacity
should have used actual CBP aeaWte to Identify the expecbed
gftwmtion prwe undez the MQ, purtiter, both IEU and FE8
steate.that SectEon 4928.142, Revised Code, provides ftt the
pxke of ca " shaudd be anaxket ,

.AEP-OniCo reopnds tktat the CQmmisdonn . addrvaed
these arguinenb, and they daoukd, derefoxe, be rejetted

The Commisssiora finds that the partes ga':it to p amp nov
argwnmts with repxd to the prSat+e prke for mpadty to
use in developing the compe#ttve baashmrk psiCe wnder the
statutory price t+at. In the C)pfntm mcl Ordegi^ the ComaiMon
explx°stty notm ftt AEP-Ohio'a statsss as an 1xRR emty nuka
it appropriate to atflize iis cost of eepecity, as opposed to
^ lipA4^$ 6 Aaxoc^dh^ly, we deny these Feqtt^ for

g.

6 Opt*n md Order at 74

7-
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(0) OCCdAP1N anu3IEu argtte that the Co . i.on ° culated
the impact of the oradous rids3s when conducdq #w statutory
tat. OCC/APJN md IEU statg that the CammiWou fa3ted to
consida the casb for the Tuning Point project for the eatire
liFe of the faeffit,y. Furthee, M[J be13eves the Co n
SN2oItgf12Uy set the pool termination E'1deT ^^ at zaOr and

that the impsd of the pool WmWation be sI t In
add%titrn, IBU g that the Cmwaiaion did not explain why
th+e en4ire M auwmt was not included in, the statutory tss$,
rw ft effed ^^ defenti cmteabyibe ° m ad Otda
anC.ase tNo.10-2MEi'(NC (Capacity C'ase).

In its numorandam contm AEF-Ohlo noto tW the
Commbsian ihCrzougldy addarsges3 the poftttal costs
associated Wlth the Gltlt in tts Ophntan and Cftder. AEP-Ohio
adds that the Comudssicn retiondlty desclined to include axcy
swulative cods ftt may be asso&ted with the RSP, and
adds dut the C.̀a . ri was correct 3n not kwkd3rg the

figum itt tlw Matatory hft
The CcnanLVdon finds t,2W the app9ieaatiaW €aar xdtesx'aatg filed
by lEu wA cCCAPjN shoW.d be deded, as the cdcalaftns
cm4kied within t'a ststatory test do nc+t und ` te t1te
costs anodated with the GttR In li& of the C 's
detamiration dat puft fiiled to demonstrate ft need for
the Turntng Pomr Solar prr*cw the stacutary test,may aactuany
conain an overatirnake em of the cJULT

Regarding Mcrs otha argumwits^ we rejed the dAim that the
conm"m faUed to explsln the RSR de , tion of S388
mflHon. IIn its ° ° and Order, the Conods4ortexplairted:

The M d ' Efott of aadll3cm is cAculated
by talcimg the ttei}l'aore IiSR recma}► amotatt and
subtracting the S1 Bsure to be devoted wwards the
Opidty Case dekrr4 es reeovety of this deberM
w'sI€: occur muier eithest an ]ESP or an WO. Using

it by $1 over the tesm of ifie MP, we reachawdified -9-

LjT 5in. AEf°-ohlo Sx.114 tvhm we c onsWer the
+ho9at comiected load of 48 milfion kWh and multiply

T 5an bs 6a.Mdfer oJtJoe i.a=g ?irrne For%est Reyear[of OM* Pow OVoyaO tk. lQ.
Slfd•EI..FM et®L^ and Ordn Qatrcuaay9, 2013j.
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that tfae Ccr ac tailed to explain how tlte qua3ltatsae
benefits outweigh the cosb Lted with the ESP.

OCC/APJN acknowledge ftt c}uati benefits set forth by
the Cammissim may have mea3c, but ttat a MOO provides
snAgar, and possibly greater xozrquanti6able benefitL
SFecMMlty, C9CCJAPW explain tPnat fhe EWa ExpoiieW
tcaeWttam to market nmy be a q & bweft but assert
tilan under aURO, enecgy my a14a be supptied tlsmgh the
rcrarketin.lessthazt two azd a W yeass, and a MRO pravides a
sRfe haxboc foa cvsbonws and financial security for an EDU.
OCJCJ,APX state that Sectioae 49281427), Revised Cod%
pertniis the CS,► 'on to accelerate the biesidiatg
req ' ts a ' ted with a MRO to 100 pamg after the
secoaud yeax: Fuatt9eac, OCC/APJN provide ftt the
Commission has the abitity to ad}ust the blmding of market
prkea in ozder to n 'pte any cbanga in an E[N7`s atazLddard
service offer {5''SO}. tn light of these crnsdcieratienm,
OCC/!iPjN mcand tiW the modified ffiP n not raore
fitvara6le ick the agpepto than the results thW would
otkmnviw d►ppiy under a MR®.

5imlariy, FES at®tes that the qualitative beneft of the
modifted M? do rust ovmvom the $386 miIlian ciiffermce
between a Nllt® and the 'fied ESP FES ream ihat AEP.
Ohfc, rwy gertEdpate it fvlt auctions i= y, and that
AEP-Ohao must estbblisti ampetittve auctiom uriless it can
provide that a mmURM ESP is more feverabie tlwn an MRO,
nePting the transilivn to znarVA itt two and a half yem as a
bettef'i#.

In its me uac contra, AEP-C7hia assexu that the
Cnmmfszor+ correctly cawluded that the kwmued energ}r
auedotts would offset any ccsst unpacts associated witt^ ^
mWdW ESP, and that the qualitative bftwfft of the
aoceleekatecl paw tcywards a competitinre market have a
si t value. AEp.Wo xtotes that the statute a{fards the

on signUkant ai, and the Ccrmr .. '
appropeiabely weigiwd the quantitativetgve cwb with the
qualitative beneft

'I'he a an affimu that urtder ft stmhftry test, the
modMed BSP is msre #avoreble, in the aw,.., tt►an, the

10-
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resulto fltat wcnild o* • apply under a MRt7. As we
provided In oar Cip#au4st and Order, the fact t&xet AV-0hio
wiU. be delivering and pricing er►ergp at nnacket pric+a.s in two
and a half yaars is an invaluable benefit of ft ffiP, and it wild
create a mbast vadcetplaw for tonsuutets. Even Flit3 conoedes
that the ah)ectivc of . ting the competitive bid process is
a beralat to the publar-10 Our de ion that the quaZitadve
bermAts outweigh the aosts usociated with the m&W ESP
was driven by the 1Eac$ that customers w11I be able to bawfit
from market prtm b:nmediately tltaon$h the e ent caf
the tompet$tive matlcetplam

Furthes, cus st#U. Muniain protIlctm from any
unforesm risks tkmi anay aabe fsorct a developing competitive
market by ltav.iag a mbly prisad SO plan *At caps n#e
buxeasa at 12 per¢ettt. In approv'sV the modified ESP, we
straLdc a balance that pmntees r b}y priced electricty
whala ®Ilawing the numViceta to dtyvelop and customera to see
fi:ture o ties to lower ttm electm omts. ']flhe
Aswmbly laas vesEed the Ca ` with dbaedon to

Genw^d
rnAe

tfieee tppm of decisions by allowing us to view the exetire
picture, in the aggrept^ as ta what the effects of t^ nxxUW
ESY would be, going beyond justthe doltan and cents aspec# of
it 'VVMe parties may disa.gnee with the C ' da pa1[cg+
decMom ti<ere ia no doubt that we have discretion to anrfve at
our coroIueioat that the aodified ESP Is mdre favorabAe thare
the results t^.+t would offierwm apply.i'i By ubazing
xegsalatoay fle4bility, we are altowing ft caaipetitive awkets
to continue to emwge snd develop, while zn$irttai,nixag our
comn,dtu=t of owurhV ftt them at shMe pjiou for
ca:stomers, as is tettt with our state pa13,c.g ob)wdm set
forth in Section 4928.02, Revised Code, Further, we note tUt
wit7,la IEU predicts that the irscrease in sltee-of-sy$tezn energy
auctions wnd the acceleration of 50 pereent A.36P-Qhicr`s energy
auction to June 1, 2012, would ina"n cosb bacl with
the modified FSI'i thia pr®dicttcat is coxaclusory in nature, and
MU faii$ to develop any upments based on the recmd tD
SUPPM &S pY28i1iX1pUmfltL.

10 07ieg Firgnnleat°i`e. xt46
11 {.OUt1ec1 fnC CICC 3xx1 IEU f►ave, a&tww tltattt-0e ComadsFkn haa bYOad in cmtrclnc6ftAg

^ststulary !+^ Sw ^l at 117,1i8. t^A4l^iFGJC^3A - . iAEe a we^l in i^a
Ps, 9

00107



II-M&EL-WO, et a1,

In addition, we find {3CCJAPjN's amrWm tlW a IMMO
wosald paavid.e tlw swe qualitative Sto as the awdiEmd
ESP to bewrtitout meir. Occ/aPjN conwtty point out fttir#
the Duke B5P the C `°vn d d that under a bMO,
the ComnitWon may alter the blmuUng prdportiar#s .. .
an the sacoted ym of a UfRO, puriumt to Section 4928.147,
Revised Code. However,, tyCe f A.PJN tpore the fazE that

tiona may only be made to "rnitigate any effwt of an
abrnpt or si ' change ire the elcckric d . tim utslity's
a'tastdard[ emviae offer pritse... " Thea+efom it is entirel,y
stivg for CCC/AFW to argue that a MRO option woeald
allow for AEP-©hia to e incompadtive market grkin$ ip ►
less thaua two and a half yeara, as it amunuts that there wilt be
an abrupt or sigificft chmp in AEP-0hia's SS4 gsr[ce. The
plgin meaxung of the tad watb3n Secdoa 4928.142SDj, Rmsed
Cods, #xadwate.a that the default provisions owtaftied tiwitttm tle
statube apply, absent an `t s=wio, and we ffrd it weuld
be Eoalish fm #tse C n to tssrn away gmwtee of
mazkat ba.ged psiciseg for AEf'-32sio oaftm wz#'hu ► two and
a hsl¢ years cn the off chance thaa+e are abriApt or si
clhmgas im, tha moVeL WIder in this prooeeft% C►C3C
advacatel that AEI'-Oiio mwt .cuft'Oy foalaw the blmxhng
provibion contained v+rithin Secticm 4928.I42{D}, REwi$ed. Code,
and udlize ft deactlt provisions in thv statute.n Acwsdinagly,
we raject OCC/APjAYs ast4lgrment of wror. Fmalty, we reject
Oldo SchooW assigwient of error, as the Co '•on
Paeviaaasly addressed their as to why the schoo9s s2roald not be
exempt frmm the Mu

(15) ®MABG/C7ffiA argoae the Commission condcxste€ the statuEo:y
test by cetying on exRra-xeccrd eiridam, and tbat the aicaiys4s
the Commission used In caducft the statmbory price test is
not verlf}able cor supported by any party:

Iat its merxaoxandum contra, AEP-Oblo resporAs "t the
C> 'on oraly used reaoxd evidence to arava at its
soncltadcm, and the fact ttmt the Comadmim reasbed, a
di&mit result dhan what any Paty advocated b not mussual
or ianpawper.

12 QCC&t.114at6-7,. .^.`. :. 9Mat28-11
13 Opktim mad bsder at37
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The Comn"on finds ® BG/®?'rIA`a argurctent to be
without rneerlt Ixt conduclin the stattcbmry test, Ehe
QMVAWton AICeqIIivmallJ/ Ldest&1'bed, fIi eICt2818i'Ve 1`emd

ffased deW$, its basis in calau3aft the qualttitadve aspeft of
tIle statutorSr teOL1+ Sg ' y, we began w9itta the stgUtury
tftt created by AEP.t3hid wftm x'honm and made

t►ons tio the ftzidation of the texU Whfle the rQsults
of the test rnay heeve been differcnt dan what any paq
advocated, aU ., inctudietg , and OHA, had;the
aa .t,gr to crm-uaa,orce Ma Thoma her otrag
and inputs in aatAducting the statutory test.^e As tlvs test was
adrni#ted itt tte rmard, and oux c rs to the test were
eacgWned in edmvdve detail wit£ih the C9panion atul order
dwabing the Boser effect of owc modifications, we
fmd OMAW/QHA°s aasi t of enor ahovld be r'c ,

(16) In ita assiS=wnt of error, Af=P-Ohfo contends tltak the
an und.eres ' du benei3ta of t'he raoifl'ied R5P

in the m8t13bpy test Sp ya AEpobip agl1e$ the $386
MiU§on f3gure the Co u determined was the qesan ' ie
c3iferenct between aa MRO esd the modified lF.SP mddered
the ealira tm.m of the ESP, after the CommdWon canctudad t3oat
Bt IS aPPOPiale to CQlidd@T OrJy #iya FedCd from jiuw 2M3
duo* May 2015. ABP-0h1o states that whm looking at
quantifiab2e items. dusin$ just the two year period, the
madi#fed IBSP bxmm less fcavosable by csniy $266 milti.on.
AfP-OPua corcludea'that the C:o ion smd ted the
value of the modified ESP.

In fts axcmmndum c<antra, MU, OQC/14Pjf,T, O IOHA,
and JFffi state that AEP-t3fsfo un tes the cost
disedvantag+e of the modifred ESP. The partks explain that
even if the C on adopted AE£'-Oblo's auggeetim any
adjusted dollax figures would atM not overonszte the
quanfitative d'asadv . of the modified F5P

The Commission finds that AEP-t?hia`s aad $ of e=
shcxald be ' . In adaptirtg, AEP-OWs ac►ettiodo8ogy Of
toodueft the sUtubxy test, the Coaarksion evaluated tluve

1d pL at73,7S

A8H'-mdo R.& 174
16 °Ca. at I3b4-130-
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parts: the statutoxy price tmt othft q Ie cxansiderettionq,
snd nooRt.quar►tifiable €actm The two year time frame
ostty 10 the efi.awjr price iat, wlai.cia required the Co=patanstqsion
to detmtw that tte ESP, as an ',is rziDre favozable tban
resdts that wontd odwwise a". in Iookiztg at juA the
prmng cempormt, the Commosion xsWimd a two year
wiWow era order to . , with . what the pfim
would be whest the nwdiW M was coniipared with the
results that vvouid odwtwise apply. Ia ► our next step in
condm*g the statu.toly te$t, the Comrnissioa looked at
compoaents of the nnodiSed ESP that were q f'!e in
nature. We evalnaW these comnponents kroai Septmtber 2012
t3uough ft end of the #ern.t of the m"W kSP, because, as
indicated in ft Ophftn and Order, h are casks that
c sviU pay xcf when an auction would be
es . The C ori was not teac►t whx! 3t
cuaatisidered the ofttabarsr price teat under a two year window
but lanlmd at quarttf#abie caste,aver the enfn teent of " ESf',
because, pursuant to Section 4928 :193(C)(1), Rnimd Code, we
afe to camisare the nvdi&d h"P with resoils ftt would
otherwise apply bued an (a) its pridxsg, (b) otfi.er knms and
concUOuw, Mudim deferrals and fatcrte recorvery of d ,
and (c) it must be viewed, in the agpeptp This is consistent
with how AEP-Ohio presented the stattitazy test iat the recoard,
am,d dat Is iww the Comrdmion, irt co . . ft arars izrads
by AEP-Ohio, followed the statute wiffi precWon to d
that AEP4)hiet susuated fts burden isa endicating t6at the
moMed W was Atars favare'hle tian any reault$ that could
Ofimwiw app^ld be l^ecte^y ASP-Cahirle as%^t of
^z

Ill.

(17) In its assignment of error, OCC1A.PJN argue the RS1i b not
justified by Section 4928,143(B)(2Jr(d), RevL4ed Code, as it does
rcot provide stabititgr and cerWnty for aetail el®etric service.
SpeoficaUy, CCC/APjktt believe the Comnumon falled ta
d .whicit of the six caftmus d wi4hin Sertion
4928.193(8)(2)(d), Revised Code, it relied upon in approving
the RSKL SffAWwl'YF OAi61t3 Schools, LGVJ md FES BSsert Wqg;

V 549 00nIW Wd ordW at?3T1.
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tt1eLY {S 6IDtE $t4t67lfKry basis for the RSR wltYt$xt Section
492d.143(EX2) jdj, RevlW Code.

In its memarandum cantrk AEP-Oldo pravldea that em RSR is
cleacly justiHed by Secfiot ► 4928143(8)(2)(d), Rv/ised Code
AEFd7Mo points out ttoadt t]he statutic haa ttm-e disfirut
htqvirkes< Reguftg the fiest query, AEP-t.7hiu exfrlaixs. that
the RSR is cieariy a chap as :. . under the staikerte. In
discussing the eecasad quary, AEP-t3)aiv states that ft RSR Is
not apIy Mated to hzadtattsona on mstwiw shopping for retail
etectsic genvmflon oervicef but also ia related to bypassfbility,
dea13If amCe' and ti02t peY°IodB and accounting OL
d HcySfIeRe$e AEP-ON0 s50 requests duffiCatdC"A from
the Commimm' Ctit which jtElii.T the . iQdtYeDed tapI't jL1
mAing its cazaciu.sion. Fisal'tys ASP Ohiio g the

^Commmim used eX6pi151tsie T@COYd-b8B2d ffi1d'LFtgS to Stipp37Tt

iis finding thet the RSR pt'ovides stability and certainty
regax+ding retail electric service.

In order to clarify the .rrecard in thxa proceedm& the
C.omnlssian &ds that +COCI!#PJN's applicatiom for relmming
^^^`a){d. In approving the RSR pe^rss^ant to SecE^an

d Code, t1v Comsvssion fouazd tha#,
the IiSR, as modified, was reawmble. Fixat, as OCC/APJN
adxcata ixt ft appliceitian for rebeatinSP the RSR is indeed a
chaz$e, meedsrig the fm companent of the stattitp- Nect, the
RSR chap c4eexly falis withtC[ the defanDt smSce categc►xp, as
set forklt in Section 4W.143(B)(2Xd), Itevbed Cade. The FtSR,
as we spedfiW In our Opisuon and C>rdec, hvem naxa-fuel
generatlon rates thraai&out the term of thm E.S3P," allowing aU
Amdard service offer cuftmen to have rate fttWrAy

aUt the term of the ffi1' that twould xrot 1we omurmd
absent the RBR. As a SSO is the dOault urvka plan for .AEP.
t)hies customera who ch®ose not to shop, the RSR nwets the
ses®nd inqwiry of the staEizte as it provides a dwp related to
defadt san►im While several partaes anatyze other secti®na the
RSR charge rmay or may not be d ' ed ira, tkuse koes do not
need to be addressed as the RSR ctmly is a charge related to
deEaults®rTice.

xs Sm OCCjAPW APR P&^
19 OPWM UdOrdast-31

®AJ°1
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Finalip, as we ' d iia ocwrisive detail ut oux Opinion and
Order, the RSR promotes stable rete3l etecCt3c service prices by
. .. g lba." genmtion costs sttheir current rates, ensuring

have ceftixr and fixed xates going foravard.Ocustouwo
't'hme6om, the HSitj as a dwp for default seavice to eststtre
customm ty and ceftainty, Is conssaAent with Section
4928143(Bj{2}(dy, Revised Code.

In addi#ien, we find iBtJ's argument that the C',t►rnmission
failed: to pravtde any aioatysis In support the RSR to be
wru,neous,22 Ttte C devotgd four ysagm of its
.. ' and Ordex to ^g the ItSR in el^ining Is

compliance with the statute. ya &ct, IEiJ acttiatty
achtowiedgea that the Opinion and Order made multiple
juatlficatioss for the RR,22 and devatad six pages of its
application for rehearing to t9te issian°s justifieation of
the RSR. The RSR Is coasisfient with !hs text contaimd witl)ln
Seebm 49A193(9)(2)(d^ Revuied" Code, and its ra4ionnle was
" botb in this entcp on rdwarbg and In thepuffied '
Cwnmfa's Opmton atd. Order2s AccordhWyr, a1D athe,r
asst of $= ptr " . to eta:tctkwy 8utttOrity for the
cmiim of the RSR we denied.

(18) Several pu that the tnclasion of ft CApadty Can
ddmxO fn tt<e R.S'R is ' si'b1e by . OCC/APJN,
OMAEGjOHA, and OF;G betkve ft defcerral ccmtaiud
wiithiu tw RSR is not lawfd under Seclion 49281K Revued
C'oode, as it does p►ot constitute a just and reawmble ptas€-1m
lEuxtha, OMABG/OHA atate that a d W r. not audwdzed
as a wholesate dwge under the C,:ommiagan`s regulatory
r g audearit}r punuant to Sechm 490915, Revwed
Code, as the Comadmion did not comply with ra g
requkwmts prior to approval of the capacity ctaarge.

In its meaxcrtertdwn contrk AEP^Ohio responds that the
CzEiitY"oa ppTQpedy hTVL?ked Section 4928.144, Revised Code,
in implmwtft a ptasc«in recovery. A'EPA)Wo points out
that borause the RSR ie justifiiedl under Section 4928.143,

^ r^ ^ea1^a
21 MUAMat38.
22 ff. AM
23 -5wapWMaudt r2rder at 31. "*+4.
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Revmd, CosEe, the deferral re+mvay wehanam estab'
mtNn the RSR is dody pem"'ble punuiot to Section
4M.M Revisea Code.
The Carodssion. affirm its dedsetna that the RSR deforaI Is
Justified. In the Cpapadty Ca^ the .' imzz saatgtonzeri
th4 puxsuant to S®cEion M.13, Revised Code, AEE'-Ohio
sha}1 modify its accuundxtg pmcedum to defer ft dLfferme
betGVeen the state tiar► M sm (" snnd szuket
prlres for capacity, which, as we reiterated 9n the Capacity
Enby on Reheariv ia aeas®atabte and 3awfcd. Futttw, Saetion
4928243(0)(2)(ci), Rodud Code, allows for the eatal,lishanent ►3f
be!rm. ...trm, or charges r 'g to Ifa►itatians on

a sFwp}sxn,g for retsg gmmadon servke, as rvell as
acrountirag ar dektrals, so long as they would hwe the effect
of stabUizhig or providing c y t+eprdfir►g aetaU electrFc
serv3ce. TtnreEcie, th@ Musion, of the ddmaL whkh is
jusedW by Section 4909.15, Rftiud Code, within tIw p',51t is
permlodble by i .#92$143, Revisei Code, as It has the
effect of provWhV certa3rtcy for retoil electtic serm by
ailerwin$ suppt3ecs to puxiase cxpscitq ott muket prkes
while ®llowiatg AEP43hio to continue to offer mscriably
priced ekc'mk service to ca .swlio m x ►ot tn shap.

(19) SYmilsrlyF fn theia agdgmmts of emor, ORG aaad Ohto Schools
argue ftt the an does not have suftnfg to aiiow
AFP-43fdo to recover whnlm& casts amcided with the SCM
from rebd cnsivntexs titaough the ItSR, thus r®qutrizig that the
$2/'MYVIt of the RSR that is esriztiazked towards ft dfffeeence
In capacity cos,s shQUld be eLmanateci. d
E?Ie4A$G/Of-IA. opiase tiut because whdesale rapadty casts are
bging reccveaei from rftfl ccrstDuaera, there is a cordlict
betwe+etn the C?p3tiiqm srad. Order and the Capacity C'aft order.

A}'il'-4hio xespuzids tMt gfven its uatique FRR status, tM
wmesale provasicm of copwRj mvim #s Remm-ty for
aMm be able to shop thraugborat the term of the ESP.
AbP-Otio W that the intpact of whaalesa]e revenues on
rateil servacea offered by CtiES srapplers is reievvar ►t under the
ESP statute becw4se It enmnvs notmty that mamm bave the
option to shop, but also it estabbihes ble 9SO ratas for
thcpe who doose not tv shop. AEP-1.?hio opixm thtt
regmdlm of how the c.spacity costs are classified, st1. C.itM

-37

00113



12-30-Ei-SSQ, et al.

snpplSers ultimtelp rely on /tiEP-C]hia's capacity es,
therebp directly affwtmg` the aftil empebtiva nwleL

FM a]$o disagsees wtth tlhe eluractexizrttion of the RSR as a
wholesale rate. FES believes tha+t the defexrnl is a c.harge titiat
provides revenue in support of atl of .AEP-d)hio's servic+es,
' ng distrilssttson, ftamd-Acn, and omacpetltdve
gerwraiton Therdme, m states that lemuse the dekrra is
meade availablc to APP-UNo for al! of ARP-Ohio's servim, 3t is
properly altuccatedl to a11 of AEf'-C?hia's cuatowors. FM
escPlains that as a xesult of AEF'-{Jhhio's election to become a
BRIt atity, Af+P-ohio bna* bear the r.oayrq;etitive obllpcion to
provide the capaeity to its entin ioad

The CommMon fnds f?BG mrd QMA/UHA's aasignneents
of errot to be wiftfat medt Under Sectiaat 4928(2)(d),
Revised Code, khe C* on is autfeorizgd to establis,h
dwgm tbat would ltiave the effect of Stab9Iizing re#aft eleCtric
wvice. 3re its applitSinoxc fm reheatirig, falls to cite to any
provis3on that preciu3es ttae C don from recovering
whukewle costs tttirougft a retLi chs..rge. To the cottitraty, the
Commmf9ssiasz has explicft statutory authority bo inctude ttmsa
cosb in tFw RSR because, althc,v,gh they are wh , they
were esita ' to allow CdiES providers access to capacity at
market prices in order to ailow retail e1wtdc wrvke provi<lets
the ability to pravide campedkive offers to ABE'-tT&1o
cuabouoeirs. The East #xat Ebuese costs not only open the door to a
rabuust fte xetaii dectric market, but also subgize retail
ele+etrir service by lowering market prico audl siiawiM ,AEL'-
Qhio to auintsirs reasotutble SSO psace Is dearly P e
under Sec.tion 4928.143(B)(2)(cl), Revised Code. Rcc y,
OEG and C3 G /QHA.'s assignments of ermr should be

as theg*ra-row theplaun awanirig of the matut+e.

(2Dj In its application for rr,hesrin& OCC/APJN opine itttat Lhe RSR
wtaeasostabip violates coat causation principles. Specific.W1p,
OCC/APJN asad Yia arctsif customm are suhsWlmW' CM
pmvic`les8 and zsm-slwoppin8 custaumts are being cbarg+ed for a

they are aeot z^ivfng. C?CC/A1PJN note tbat 5actfon
4^928.02(H), Code, pmhVob aadicompeffive subddia
from mmcmnpa13tive retatl dectric swvke to competitive:etaii
etwtrie service.
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pI'sS resgsonds t3at CRES providera are not the cmt causm, but
rather, ARP-Ohio is as a remik of its FftR status. FBS expiaiza.a
that Af;P-010o beazs ft obllptiort to gmide capaaty to zka
entire load, and ttOat capacity costs wouid be izcuxred
r ess of whtdter m were any CRES provideas,

AEPAI1i.o i*cb OCC/APJN9 argument that the RSR CmAt25
a mm-su,bsidy, as fthe ComaiiWon explidFlyr found iYt fffi
Opimozt and Oxdex that a13 custom.ere bakefit taom f^r't
pxicixtg a4ed the tMrlm featum the 1d.3R mntains . its ver,y
x+attLm AEP-Ohio amm, the caur-e a cross-mbsfdy
beataw all ctast ultimateiy Wneffi fcorat the RSR. AEP=
t?hio a18rs pmvida t€W the RSR does not violate Saron
4428.02(kf}, RevJsed Codik because it is not a' tion or
traaumtission; rate recovering dm-t-reflatQd costs, and
: poinW out thW 99 Ohlo EDUs have gmmtian-reUted SSO
tFwges.

The Comnussion finds +pQC/.APJWs argatnent to be v,vithmut
nerits The M i$ not tQicy in any mmuw, it is
pern'tissible pursuant to Secdm 49n.143(B)(2)(4 Itevised
Code, axsd pcuvides benefib to aU castomem in ABP-C?Nds
ftritory,regodless of are shopping or ncn-
shopping cooxneae. Fm6w, the C on previmus?y
rejeeW such arguxtmta tai9fwt in its Opinion asxd Order, and
acrordfingly, we affkm our deeWdn.24

(21) Alm 3m its application for redesrin$, OCC/APJN raise the
m%unwnt thst the RAA does not auzlwrlm a state
ce+tct e tton ' m. in dvhicli non-shopping castotms
ase r° ie for c^tmg A1P-Ohio for fta Pn
obtWtions. 'i'hi9, tCC/A,tV state, muso unduly pre£esmt3al;
aM discacintitettory pricmg iaeCam it faro nts"happing
cuatrmuers to pgky twice, as tlMy aJKeatty have aapaxity Charges
balt into titeir rabes.

ABP-Otaio disa with OCC/APJN's confiention, explainistg
that the statute explidtty allows for the outian of stubiEity
charges putsuaat to Section 4M.148(B) f2)(dj, Reviavd Code,
and the fart that a]I cuownun bene& f-om dhe RSR znakes
t;CCjAI'jN's nowdon ` Pffi notes Elw ravetuae

-----^ - -
24 Jd a337.
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inctuded with the deferral cannot be considered a double-
etaaip because it supports all of AEf'-Oh[o`s sezvtces, and thus
Is properly allocated to di of Afsd'•Oido°s customas.

The CommMon finds tbat CCC/Af'jN`s arpments should be
rejected. BatTi AEP-Ohio and FfA.S agm that the RSIt sh*alld be
colecled as a non- bIs rider, and we agm. As set fortla
irL oar Opinion and Order, the RSR bmm$ts all of A ''e
mgomers, lizoth shopping and a ping in Lhat it allows
for the osmpetittave market to continue to develop ar+d expArkd
while alkn" A£t'd3tsto to maintam a ampetitive fSC? offer
fcsr its non shopping aswumn?s Accordhngiy, as we
previsusly rei)ected ar . we affirm our
dwision

(22) IBU argues that the RSR is iumproper betause tt all+atws for
above-mmarrket pxiang, which the Conunisidon lacks sututory
jurisdictioat to establish. tfril contends " ft IMs Improper
sotlcction of above- prices for capacity violates aeactdcm
4928.42, RevisW Code, wheh grovides tlEsat state poTu.y 4vm
maxivat4mised prici^^.

AB'P-Oliiu states that the Go m'.on approprim,te3y addlressM
tlqe SCM withan the C'apadi.y Urder, not6ng that Mt3"s
arpmeft for utarket pticirtg, were properly igt:ored °ua, the
C • °s c?pfnion azd Order.

The Commiwdm finds 1foCa's argummb to be witurut azmi.E in
its Enlr}r on R •:g in the Capacity paocead'mgs, the
CmiaiiWon re*W Owe argments, explaining that one of
the key conskieratim was the Impact of ABP-Ohin's capacity
cbairgea on CRES pzoviders and the oxnpetitive u" nvAeb.
Pautt,er, the fttfiecot of the Commission In adoptixeg its capatity
deeision was to ftutleT develop the competitive marketplacaby
fos" an environment that promatm aetafl csaanpecxdor,,
cmisbent withSectissn 4928.QZ, Revind Code. Accordingty, as
Ws argument ha alxudy been dismissed in ft Capadty
Case, we ffiid ittobe witlmt merit.

(25) Ohio 8ctwols, IE[T, and IW aBiege that the RSIt wron*&y
allows for AfF-Ohio to ooilect ttwsitton wvvesrua by tecaverity,

25 U
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sh[ nd Ctrft. Qhio SchooU that tl3B approval of oost.
based CS 3S hTeleYr7A1t bmt616C the C4)3IilY*dtT31'B

decbim In the Cap" Case was wgawfW, Buxt}laC, Ohio
WwAie note that the nonKieferM asMts of the RSR stitl
amount to treAd#'htt ch8Y'ge9. EBU adds &at the ComnlS$fcn f8

unproPerl81 its sbft#ary obliptirnn by aliowimg ASP:
01* to collect transif1CQ1m1@YlL1@, and eYa& em CO=wWOtt

appruued setHesent In whkh AIEP-Oh%o was eblig,ated tD forgo
the mptertiae of my lost revamft PM and ols3p SdKools
believe ftt it Is t31@'.AttinglE9sthAt AEP-O}IYdS status as SIk FRR
entity owuied after the ^ proceedhW,

AEP{!ldO 17ll.6Ves dm@ arpmenb a].Oiid be re*-wd, as the

CommisMm esepMtly dismissed the arguments in the Opinion
and C9xderd as well as fatte Caiwity CCaase.

The Conunisst®n psevHausly rqected` Oeae atpmnb in its
Opmwn aM Order, 16Dft thUit AEP-Mb &d not seek

transition reWgittum 81td #g1Bk costs awodated 'NTit21 the R,SR am

pemdmNe in light of AEP-OhWs status as an FRIt entiiy,26
WE.' 8l190 r*cW MWs aWmerib agWTL in the Entry on
Rdmting ISt the Capac}tgr CadSe, finding tI18t !EPrOhic?°s,
Capm* CQMS do not faU Wi#hkl the ca"my of tandlion
Co$b.27 As the Coaunisslon previously d WWssed these
argane[ft we filui t'Euzt aIt mdpmeras of erwz aDleging dBt
the RSR allOWs for the CQHECFiOf1;}f 1X'2118it14)I0 revenue s11GWd
be rejECtEd.

(24) In thek r . ve aprplicatisans for tehenuq, t7CC1AI'JN,
0MAEG/®HA, ftnf F^.4 migm that even if the RSR is ja,str£ied,
the . `.on erred by overeStimatt% the value of the RSR
to $5W rnill3cm. OCe/APW and; OEG beliotre that th*
Cmmission itnproperip used ammud capacity revmues
based on RPM prka, even t}aoiagh AEP-Uldo is authonmd to
cnll.ect eapauciiy rLMnu.es at the S04 pz3e. ClCCJAP#[+I aseft
that tlw cuxrent saons#rud #aoces mgWuwn to pay twm for
ca ..wd if the t:orrunrsd®ae caterxlatest the R,5"R based orc
the $I8JM/MW-Uy iiguee, it woutcl dewmim ftt the RSIt is
umec . Also, E7CC/APJAi stabe that the RSR ftulc! Itave
talm tft acowet adttidwW revetute hEP-!GhPo wffl aagivae

26 ra Bc^
" CAPAyCMEM.tWV
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for cap" aswdabed with tlhe mew a that will occur
durirtg the k@Tti1 of dle ESP. OCC/APIN allege that collwft
the C3Lpadty Y'a4e {xl7lJ), SSO Gi9StQi14£ds 1n the 8ttagy•OTi2Y

aucEiotrs wM cxeat+e capacity revenues tfcat shotild be of£smt
from t3ae SM aiiltioi. In addit►ort, C1C'C/AI'jN argue that khe
Cmmiaslon appiied too low of a credit for the shopped load
vvit,twit providing any raciar ►ale In support of its adopdm
®rrraet argues ttw pmper credit for shopped load was
$6.46/MWh, ' the RSR ovmtded by apprcoimtely
$M rniIIinn.

In respc}nae, AEI'-aiifl points out that it wn71 not book, as
revenue, the entixa $i88>68/MW-aiay .ty cOst. RAtltex, as
eatablisltsd ia the C:a ' Cam A.Bi'-OWo explains that the
regulatory asset deferral is tieci to faeursed cosft that are not
booked as x+avettcm throughout the terae of tile defirral. AfiR-
C?lait, pacrvides tat any xevezaue wlIected from CdtES grovidm
is lbzited az91y to RPM prices snd the k►chssion of the deferral
does awt alter the nwenue ATsP-ONo receives. Furdw, AEP
OW notes tt►atthe ConwdnWs nnodification of ti;e RSR irant
a ROE-based reveme decouplhq medhanism to a revenue
tsrget approach further warmvs the use of RPM prlces whpx
ralcukting the RaA in uo of ft Wwased r§s3c asodated
with a fixed RSR. AEP-Ok:io a'!so states that the hdusion of
capu* revenues te,d with the j .. 2d}25 energy
acwkton should no longer be apptic,aable^ as the C un
does not Encarpoxate any mductioria in aamfuei geatecation
revenue assraceiated with the 2Ot4/2OxS delivery yen. FkmIIy,
ABp•0hto, notes that the $3/MWh enaV credik was

le aztd saspporled by the rword, and Otmet°s request
ka make an adjuFstextemt is speculative end slxciEd be r4ected.
SpeciScaUy, AEP•Clhao stiabas that Omtek ipores pool
terta,Anattlon concepeg and the fact dat energy sales marg4sns
attaftted to bvwkrmd plants would become una. ' e afbmr
POCA tualhuftL

'Y'he °Commmion finds that the applacatiow for '
sbauld be denied. Csims tt;ak the RSR oermto AEp.
Ottw fail to congder the aetuW consftct of the $188A/NIiN-
day capacity price, as the deferral estabUshcd in the Capadq
Case wvM xaot be booked as a reveaue during ** defftTz
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}aeciod.28 TY* revenue 1EP-0bia wnll coll®ct for cagadty is
lieo,ited nxdy to the RPM prke of capaedty. `?'herefore, a1l

zd &et parties aa1ce about AEF-01io nmving
suf.ficiexi# xevsm.e from the r.apaaty deimid alorte irte ` uiconw
and shoukl be repeebect. PuAlm, we zaote tl:ae OCC/APJN
ag,aixa mau xxxe the huwftn o£' the RSR,, because, as we
hava em d both in the Opireion md Order and again in
this Entry, the liSR allows for stabilfty and cerbdnty for AEP-
t7Nds rton-a ' cumnw fsrkes, wl9ile the de(mal relates
to capracity, thereby nwklng it i.na.ppropriate to daim customers
are `g foAvd to pay twice for cagacity.

FizWly, we find that OGCjAPjN aad QruWs appiicatfow for
rehearing regarding the $3 f 11AWh ercergy credi.# ahssuld be
denied. In afaproving the RSR, we detemdned that off sysEern
sales for ABI'-)hao will be lower thast aett4aapated based on our
estinnagaze that AEP-OldO'e ahopptteg statistics were
overeatinnated, In Hght of the likeldood tliat ABl'•Cthia v+*itt not
am dgndiamt off-iystem sala as OCC/APJN and l7 ►r,nict
ale$eD we found it was unreasonable to raxse the eneW creda,t.
Fuxthero we find ABP-Ohio praemW the most credible
tesdmny about the enmV creft as 3t took iatEo coarsideration
the imPact3 pool on would have on energy sales

'` P On brief, QrttLet introduces extra-record evidence
tiiat not orly should be rgecteeL but atso even If `ed
falls to rebut the reasaa►ablettess of .A$P-Ohio's te my.
Therefore, we affirm our d tion that the enftV aettit
calculatabnof $3/f41Wh fs reasonable.

(25) A,lgo in ite applicatim for reluartsig, OP,G aapee that, iza the
altmnativk if the C om dces not use t2ve $188E.9$/MW
day mpadty prkv in the RSR cal.culat€cret, thm dw sgw
sfoa3.d uacluda the atrsnuxtt of tha capacity ciefaenal; for ft
p . of enfoxcLng the't2 percait mnings cap. OEG pointa
out tfiat this appeas to be rmrns3steng with wJhat ft
CowniMon hmmded in its Qpffiiot► and Oriert, and is

the ^
^ clarify }on pse^d^ Q^7G aiso sugpsts tfsat

ftt the eaminp cap was an ESP
d ^od^d gao^ses^nt to Section 4928.1^l3(B^(2}(dj,

Itev3se

25 [ld/lA6.c''WdIVeCaB£M.10° ... UNfi„r(Ophdon m[^^) " 2p2012.

29 9nA$P0Ao U4.16 aot t3, Ex. WA.ell-b.
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AEP-Ofv re.spcrreds by sta#ang Oat !t is not opposed to
incdrad`mg the deferral eamngs as deferred capacity revenne
when sadoxtW$ th® 12 pervett euTftp cap, as it b cmvWtent
wTth the C W. "B prt.ar decis3nn re g AEF-Obio°s
fuel defetrals under AEP-O}do`s ESF I30

The Conwiimdm #rids that OBG's appticatzon for reltear*
CC►rYeW' f indicated flIAt it was ft Co9xtr(a19dQiL`g hltetit 3Tt ib

Opinion aad Order to iacl.ucle the defmed ca ' revenue m
AEP.OEutr's 12 geecenteazmings eag. We beheve the Wasion
of the d capacity a+evestne is iznpoxtant to emm AEP.
®hio does not reap a dispr te benefit ae a result of the
modified ESI'.31 T1fte.fOre, the C'.omx ►9f.qsion clartf'^es tbal^ in
thQ 12 persent 5h'AT ftahold esabli.ahed wMn the C1pindon
nnd tTcdg, the complete ry atcatantusg of the thsseshold
gliould L-tcIude the ettire $1S9A6/1MtVV-day capadty prioe as
cwment earnitsA not just the RPM coan , as weli as the
W.50 s►nd $4.0® per M{+Vki M The $1.00/MNth of the KSR
c1up tiiat is to be devot,ed tuwarcis the capecity deferral shap,
he oE#-W wM an tioxt m of $I..W/MWh
Hawever, we reject OWs request to include the 12 pexcent
thmshdd as a tonditina to ft R.'sRas ftue ' iort can arnd
snM Adequatel.y aitalyze AE1E'+Ohfo's w}ffi
aertion 492B.143(P), lieB►ised Code, wit3tcazt aeaftg an
unnaceasaxy reSutatorq budek as reitmbed in our SM
analysis beYow. E4 'y, OWa appIicatxon for rehesar3xtg
shayuld be gmaW in part autd derdedingart.

(26) In its appliratloat for rehearini; OCC/APjN assext dtiat the
iare should not have found that AEP4)hfo may w an

appl3catitrn to ac4jsast the 1iS13 3n the event that thm ss a
Apffkant reduction in £is nan.shapging load. OCC/APJN
Orgue that ft un,reasoaaabiy traats{m the dsks associated with
ecanmic d.... fmna AEP•Cihio and onto cuswmwo,

The Oonommon fiWs OQG/A3PjN's applicedion for x' g
should be denied. The Conm-tinion ha the ' se to take
appropriate action, if nomwiny, in the emt thm are
sigWf'amrat dwtgw in the nonrs load for reasom
beyond AE['-Odo's corftmI. Furtiw, we ndx *%a:t in ft evaat

30 In n eSEP-phio, Case No.10-12b1..EtriI1VC, PpW = aad ozdwj januacy 11, 2Di3.
31 0pfi*nmd0^divat37.
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there are sipificant aanges in the nondmpping load, any
ad' nis to the RSR are stilt suliect to an applic,a4i®a1
process where paxties will be able to appropriatety advomte for
or againsE any • nts,

{77} In addit[on, OCC/APJN argue that the Cammissioax violated
Section 4963.09; RMsed Code, by fa3lleig to aldncate the RSR by
the p of cuWmm sshoppmg gn each cZsss.
OC".C j.A,P)lt beUeve 43,9 cost causation p^.^iroceples dktate toat
the RSR ahocdd be att ow auuong the diffmnt customer
rles$es based on tttds slare of toW switehed load. To the
emWary, Kroger aamb that the an'a LUpiniota and
Order w bly requires demaind-b3lled ^ tD ifAY
for R5R exosts thmugh an energy rlurge, despite the fact that
tiae spats are capacity based but a3lccated on the besb of
demarct. Kwger requests ftt the Coum"on elfstimte the
RS,t's huproper enexgy chexg,e to demand-billed custavms on
reheareag.

In its mmmandam contra, AIR.M* slaies that t7CCJAP'JN
are nnisguided in fluir approsjb, as afuappft castcunere are not
the onty cost-causers of i#e! RM because all cuawmuus have the
right to shop at any time. If the Comadnion v+ree to accept
rehmrialg on ths usk ASP-Ohto mgm that the eost of the
RSR woald be dramatically &h!W from midentiat cushmms
to zrAustxlal arai caxnauxda1 custornem AfiP-OlMo alsa sbdes
that K s propoW wssnid unduly burden smalier load
factor cqstemess in comamid° and Wustrtai deam At=
Qhio reitexabem that khe RSlt benwfita for ail olstmm clasw,

'Th;e CM=dWM rOects ax°tw mised OCC/APJN and
As APP'.Obio aorwcly points o'ot, and as weKrogn.

emphasued in our Upiniora and i;?rder, all custowers,
rea'sdentiaT, romunueriai, and 'nrndtastti4 and both ®hopping and
rmi-shopping, t fmm the R5X es it e.
competitive offurs fmm CRBS providere while inaiei ' an
a eS5C1 priae m ft event awket pxi;ces r3m Were tDe
Commission to adc" sugpWwm by either party, them
bersd€ts would be diuMshed, as indvstt3at and commercial,
custamers would be harmed by a reatlocation of the RS1t if we
took up ClCC/ APjRt`s appUmflm andb smailer cumunercW and
iracivstr.iai custmners wtutd face an wnfte bard+en of the RM
were we to adopt s tian We believe the
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Opblion and Order s#mcle the appropriate ba3aace dsraugh
recoVpy per kWh by Cti8f0lw cla88, as it 8]7Tea& CosfS
assorlEBterd with the RSR C11aTge amltg; au evutamers, as all
ctJBtQlYL@S 13klai139^y berAt iTBIit it8 desigm

(28) p re, IEU, FM, and C9CC/APJN conteM dat the Fact
that the RSR revenues wnil cantinue ta be coUected after
cortporato-, sepamfim and flow to ARP-O14io's gamotim
aMafe violates • 492®.Ox", Rmsed Code. OCC/APJN
opine that whm the FSR is rendtted to AFP.C?hios affilfate,,
:AEP•Ufiia w►ill be sding to subskiize its urmeplated
gwwation atHtiate. IEU sat+es titat the Ophdcsn esid Order `viil.
provide an unfair compeWve a.dv to lEP-0lhia's
gmeratian aftate, evading empmte aepmdanrequ

A36P-ONo responds that as it is the capt{ne seller of c.apaCity to
support its IASad c4naisbent with its FRR cebligatiorss, it must
ccnt►mue to tazlfii.I its FRR nblfgatioms evm a€ft carparate
mparation Is coattpleted. Due of the nature of its Pn atatrae,
AffiN)bjo pobft out that ie must pa,ss ttxcxtgh geremtlaon
rdMed revmues to its eubs?diuy In order to provide capacdty
and ermgy for its S6Q tosd. Witile ABP-Olhfo aclcnss:arWgess
that it will be legally separaftd fraa i4a affWate, the fact that it
semmu ob3igated to provide M servfce for #fie term of ft
ESP aaad the SSO a gmemerA between AEp-ohio and its afiftfe
is su.bpCt to FERC approval sb.awa the ^^sidy
atlepti<Srss are inlproper.

'TZle ,don reiects the aaVaments reiaed by IEU, FBS, and
OCCf Ai1'jNr and finds #ttetc applicat°sozts for xetttaxing sliould
be desded. As previously addmwd in ft C ` on`s
Opinian 4nd Order, AEP-Ohio, as an FRR entity, must continue
to fuM its olatfgafi4nw by pZovidutg adequate capaaxty to its
exatIz,e loaci. Therefore, in oYdex for ABmkuo, and the newly
creabed generation affflste to conftue to presvide capacity
ct with its FRR mbla$atia,s, we maintain aur posit#on
ftt AEP-C)[eio is entitIed to its actual cost of capacity, which
willll in part, be coJlerwd through the RSR in order for AEP-
Ohio to be& Iza,y3aig off its capacity deterral. As we
Pseviousiy established, parties auuwt clsica ttu<t l►EP-4hlo's
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guaTation effiiiate is xecdvirig an improper sa,ibszdy when isn
fac't, it is onty receiving ita echW ctd of senritc.32

(^3} IZt addit°satt, Chxnet and C}hao &hool,s renew tt ►eisc request far
esceaaptaone hna the RSR fg►: rkwir appliceitions for rehmemg,

In Its mewrandpm cox4tr,a, Affi'-C>hfo aemb ftt Ormet and
fvluo Sdw]s sownd-guess the Cotuxtissicrn's dwet[on and
expfttn, • tlsat the Cb 'rsn alrea+dy °dwifted sur1anotmg
requ" in ats ogfxiion and Order.

Agane, the Cmnmissian rejeft ar m raised by t,?rrA aM
oluo ScTnools, as both have previougy been rjecbed: wftf.e ample
judfficadonIn dw Ophdon and Oider.33

(3Q} In Its applicadon fOr zeheaziaag, ALP.Ohi® ophw that it was
unr e for the Conwdsalon tc, ase niiee pexcettt as a
staft pairat 3n detemfrdng the RSR resrenue brget. AEp
Ohia argues tbat nitte percent ROE is unteeaanably low, as
evidgttoed by the sec+mtly approved ROEs of 10 and 103
Pument, respectivdy, In A8P'OhI4'B distribution rate ca8e.
"-Ohio alao polnts tD 6e mcen# Capacity Case d In
which the Coaunissson found. it gpproprkte to esWb*n a ROE
of 11.15 pereent AgP-0ktio states that the witmo testimony
the Commissim zelied upon in read-ting its Conrlnaiirt did not
reflect any consaderat3on of AEL'.OhWs actual cost of equity.

Ian its dnsn cantr% IBi7 explains that ASE'-Ohfa hm
faded to pxwetat anyd3rag mw arad[ its request shmc7c'C tFterefore
be rejectW. FES exgaes that ASP4Xuv® request b
me , as Ohio law requires AfaP.Uhio's generation
service to be ". at witiafti ft saac ►pgtitfine kr„tplace.
t3G'Cf i4FjI,f state that the ase of a seaae permt is not
umeasomWe, aatd AEP-Ohio cannot rely on the C'.apad.ty C,am
as precedent because it previously asserW that the state

tit►n rrechanbm aoeat not apply to SSO aerv3ee or #he
capac3ty auctions. CiCC/APJN alsm argae that AEP-Qhio's
reLmm on sdpa}atea sas9 is improper.

The caaunissfonfinds that REP-Ohio fas faile<t to psesentany
addifirnnd arpmmts for the Cwm-dolon to consift. I6U

32 rst at60
33 ra am.
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correcdy poinb out t1W AEP-fJhaa previously made guse
argwmits both in the record and on bifef. In its Opinion and
Order, the CanmWim determined that tksere was compelling
evademe in regards to an appropriate Rt7F, and ffie
Commission adopted i#s target of nine percent besed on aueh
te.st'lamy34 Aocmxftgly, as we provuled t
juatification for our estabUmmit of a n3ne pmtft ROB to
establish A6P-tfltids zaveaate #arget, we Otd AlsP^Ohio's
arguments to be withc►ut mmtt and its appliration for
rehoaring shoeild be desded.

(31) In its asgpnvut of enw, A.EP-phio requesb that the
Couimissi+an clazify #}aait all fnttiuxe resovery of ttm defonal
refen only to the gos&ESP deferral balazm pzocess. AFP-Ohio
also seeks a datificetion tlat the xemahft deferrai balance
that is not co.iiected t4aastgh the RSR durizag the terni of the R5P
wi]l be coUected over the ttm Xears follsvring the ESP tam

OAARGjOFi1s, regponds that at a mLftum, th® C on
ahoaid contisme to make tite deteru*tations on cm mwvery
when nime ' tion on the delta is avaftable, OCC/.AFJN
afso notes that any clarificati.on is unnecessary bemm the
C:oMMIMvn umQasonably found that defesads could be
colEected fimm both shopping and nozc-ahoppirg matojmm

As the Cownibdon emph d In Us E?phion attd, Order, the
reaudnder of the d- wiii be seviiewedi by the Co^an
daxw t the tem of ft BSF, and no dewmkvitime on any
future reaovezy .viu be msde w,tii ARP-OW pwvxla its
actuaX Amppang statttstics.sB Acc+ordh*y, as the - --Coumduion
v►wffl continue to moa+itDt the deferral p. , and as set forth In
the £}yiiniom and Order, we w#1t mviev the mmaning balwe
of the deferral at the conclnsian of the ed ESP, we find
that AEP-ado's application for rehearing I7as no vnexit and
should be clenied

(32) In ad. .. AEP-UXii,a requtests tbat 13he Ca , on establish
a remedy in the event the Ohio Supreme Cowrt avertrarng the
RSP. S y, ASF-4i1io argwes th* it woutd be subleCt to
Jr=wsed rl9k without such a backstop, and proposm a

34 tt at33.
So Jd.at36.
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provisioa ftt CRM providen would automa.iaca}I,y be
reapansabte for the entire $8$.88j&iVV-clay capacity clmge if
eithex the capaity dderral or deferral x+ewvexy aspect of tfie
RSR is reversed or vacated on ap .

Ohio Schools, t?F.Rf pECAK and CDMAEG/CQkiA. argue that
AEP-Qlhio'a zequest is an unlawful request for rdmxing of the
CapAcity Caw, as tlte level of capadty charges was not
cle in this proceeding on the rnodified FSP.
t).iVIABG jCHA and Oldce Schools also point out that the
areagion of bodmtop would cause ' °'ty and tua ty,
as RM prov€ders paying the delta bawem RPM and #he cast-
based rate may pass costs on to cnstannera. ISU aaserta dat the
mechanisiA if appraaresl, wcWct m+ult In an uxslawfid
zefroact°rve rate ' .

The 'Comunion agrees with Cfto achoo* t3ER/DEC.AK
OMAEGf AHA, aitd MLT, " fiucle diat A.E1P-aliio°s xeque,st
fnr a backstop fn ft event the ComIr"on's d.eferral
mecbanism is ovatumed to be an imppropriate request fw
reheazing that shavid have been raWd in the CapaGity C^jse.
Tlft'efore, AEZ'-0hios application for reheuing should be
denied.

IV. FU^,A1DlIOMT CAM

-29-

(33) AEP-Ohio asserW that the Co ''s folure to es#abM a
fmal rtewraUtion aatd true-up fos° the fuel aeljustme,nt clause
(PAC) was .nabte. AE'-Ohio notm ftt the Opinion
and Ckder s y directed reconctiation and tcue-up for
the enLvKed ser'vice x+ei3abWty rider (BSRR)o and other riders
tha►t wi11 exPire pcior to or in lion with the end of tle
ES1P teta. Reprdlug the FAC, AEIP-Qhlsa contends the
Ca ion feiled to wco,izit for rft-oncdktion and taue-up
wium tln AEI'-Ulaia's Sso load is served tlteough the auckim
1SrQOm. AEP-Ahio namm that the Cm ° rt is rlearly
vested with the authorjtyt to direct reconciliation of the rider
and has done w in otksa proceedtnga.^%

FES conftds that the OpWm and Order measonaislq
auahttam ftTmte PAC rates for Ohio Power Company (QP)

36 CGtselVo.21-3 DWS EMU t7W Jttst„ OpkAOn nudOrderst32 22,2flt,z}.
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and Columbus Socatfiezn Power Company fcSP} rate zon.es.
PBS argtaes that AEPLObio hn w+erged and tljere b no basis to
continue s,eparake PAG rates. Based on the twwmny of FES
wl1S1E'88 Lesm SI'td AEP-OhlO wit.1.e9$ RQUSdis M states that
OP ammm wi11 pay srtificcally reduced fuel costs,
discouraging competition, atid beginning in 2U13, OP
[USbbiil@is Wlf2 be subject to drA33k • r as comparW to
CaP customers -31 '4Yitfi htidUvidual PAC z'atee, FES mtfOat
CSP cus s am dis ' 6ed apbast in con;padem to OP
customen fm the iat vio3am of SecHow M33
and 4905,35, ftevised Code. As asich, 1Fff9 statft that the
Opinion and prder is unremnable In ita artti-campehitive and
di- atory rate design without providing am xa#ioa,al
bas3a.

I8U offars tb.at nothfng in the record of suppcttb PM ciaim
that aeparatie PAC rates for each rate zone cmxw artificially
reduced fne8 costs for the OP rate zone. IpatJ notes that at the
bdeEmg pha.ae of Etwse d 'ngs no p" opposed
mahfthdng separate PAC rates for each rate zwe.

MC/APJN aiw argue that the decminzc to ummtain s+epeaate
FAC rates fax esch rate zone is ar'b#" and ittcmna3stent,
pardcc*,rty as to the projected time of comalidation for
cusftums gn each rate wn% wh& apprcav3ng ° te
corasolidatsan for the transanissloc» cost recovery r:da (TCRIL),
Furt#►es, OCCJApjN belaeves that the C ,°on's Mure to
coneoltdate the PAC xate9 wfuie 'mwwdiaMy dadng the
TCRR rates, naptively ictpwb OP mWmem OC'Cf ApjN
submits tlsa#, the Opinion and Order doeo not exp2m why
cvnsdst+ercy is the PAC and PI€tR but not
wSth ft TCfK CSCC/ APJN note that delayisrg the merga of
the PAC rates oauses OP custotters to iaticur a$0.t?2/Mwh
f.ncrease im rates. OCC/APJN s#ate ftt the Caamission #aflef
to oft any ecptanattm for the imonsiatent tteatment... in the
mftlu of the vmrioars rages and contttsaing separate FAC and
PIRR rates, as required by Section 4903.49, Raaraed Cod(er

F3rsti, we grank reheniag on two #asues raised 9ln regard to ft
FAC, Iirs#, we gmt OCC/A1Pj1Ws repw for d ozdy
to clar$.ty that Ehe C d'ad not inrtend to eftb]ish June

rW
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2013, as the date by whk.h the FAC rates of earh smwice zone
would be merV& The Commission wall confinue to nnorritur
the dekrsed fue! bduv-e of each rate zone to debn-mim ifd and
when, the FA+C rates $hould be ccu ►spDdated. we grarit
AII'-OWo°s request for rehear#ng to f'acil;#ate a fidal
recoxcliation and truim-up of the FAC upoai '. tion of ti.ie
:FAC rabes. We deny the o. r requems for redseazing in regards
to the FAC-

It is at . to tauaiattain separate FAC rates until the deferred
fuel oqmm incurred by OP rate zone customm bae bem
sI g flp reduced. Consistent with the C ds

.. in AII'-0Mo's prior P51P, the deEerrecl fuel expenm
iramme# by each rafie zom w1I be coIIecbed tlu+ough December

?$I$. We note that a a4pificant portion of the deferred iud
by CSP rate zone cu84tsom, over $42 mellioTl,

was offset by ei y ' e earatinga paid by C3F'rat+e
zone eustomers.38 Furt}w, as rtoeed in eM Opulora and Order,
in additw to delaft the c ' ticm of the FAC xat,,es to be

t with the reoovay of the PIM the C4
noted pmding Co®n proceadiAp vaitl RWy af5ect the
FAC rate for each rate zane,39 Furthertnore, the t'.onurdodan
notes tttiat the pen;din$ 20l00 and 2D1'i SEBT p for
CSP and OF' ooutd afEect the PIRR for eithes rate zone.Because
of the remainkg of dderred fuel expense wae bwamd
Pdnmiily ^OP cunomm, as noted in the Op3Won,aad Order,
the on reaSoned dw ma€t► and
selaarate FAC zabes for each ratie zone would faditabe
ftn"xemy and review of any mdexed t$ In the
pending FAC paos.^p as wr.Il as any FIttRactjmstnietrts..+x

The deferred iuet cTnarges were 9acurxed prior to the aager of
CSP and OP and. fo:szt the basis for tlw PiRR ratu applicable to
CSP and OP rate zom cvsftters. If PM be e that the
deferred fad chargee 9ncurt*i by GaI' or QP were
di$mimmatary or initpoed an undue or uuu le
prejudim the a te tune to addren the caim would

-31-

38 .ise re A£P-v1,at,, CasaNa.Ial261-E[.ut3c, OPnf=md. cktber Outumy,al, 2011}, rcutry on Rb.,xitag
39 0Ph&A U4 Old" a$17.
40 rttm ,CAftNOC u-CM-mruNc"la-4p24UUNc.
4t ?n Ow Mat3er n, f tne Frad A fo►Calu^ S=Oena Pmff Cmepeiryared OJd4 ,Pmw CampaPy,

CueNo. U"rJ-Hf.-FAC et+S. OPNM uid Otda Qwumy 23.2024.
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bAve been in the 1FAC audit prmet4ings> inftproeeed4t6e
ion ltw determixied that it woatd be aa,anreasonab9e

disadvantage for farnm CSP custame rs to be required to incur
the aignE€icant outstandirig deferred fuel aqmm irccurced by
fazmer OP rcra particularly wkcm pessible adj .
to t2oe FAC and PTRi rates for each tate zcm are Thepmding.
TCR.tt is analyzed and aeconeUed deitt of the pAC the
PIRR for each rate zam, and ia rtat affected by the outcome af
SM or FAC proeeedirtg.s. For ttuse reaaaris, the on
finds it reasonable and equitable to continue sepprate FAC and
PIRR rates for each rate zartie although we maged other
camporaenta af the CSF WW C)P rabes whese we determined t6e
consolidated rate did not tmpase- an 'bte

vantage or denond on cuswmm in eather rate zone. On
bW basta, the o mad Order . fee wfBt Secttoana
490533 anei 49Q535, Rrdsed Csnde. Aecardir*y, we agim the
de^.tisicrt tot to merge the 1BAC and deny the request of pM and
ClCCIt1PJN to reconsider t,ttis aspect of ft OpeWottt anti Order.

V. BA5S G9=A'fI0A1 RA'fE§

(3^) In its asato€ error, C?CC/APIN contend tfiat the
rctodified BWa base SMUnfion, p2ain does not bmw1Eit
Mtmm OCC/AFJN poket to ft teet^nc^ey indtmtmg that
anckiorc paicea have g®ne down and C1EtE5 pxovisters have been
prov3ding lower prioed etectrk eer ►►iee. In light of these lower
prices. OCC/11P1N opine Owtheezing baae tior4 psicee is
not a bmefit berause the uzazket way be pzoducingrates at
tower,psIces. OCC/APjN atlegethatthe ` iott haw to
ensare nondiscsfutiinatorp retdl ratPS arc available to
c-ustocan, as the lban gmmtion ratp-a were n+ot propaly
unbmldkd into eneV and capacUy com afthug che
risk of paying different puaa for ABP-t3blo'a
eapaeitp coste.

In its merttorandum contra,. AffF-0hW responds fiht the
Ca on prapaly d that freezing bow generatim
rates for xwnHhoPping 5Sp tostosan+en is bawfidal because it
allows for a stable and mumbly prioad deEasilt Seumtion
servlce that wiU be available to alt cudmkem AEP-Oldo
fruther explam that 00C/ltPjlsl do not pxeeextt any evirFe,me
to support ite assfttion ttrat the tam gawmti(m rate desip
makes it dkfficvlt fw tie isffiIon to emure ftt a[Y M

-32
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custarnm are receiving c►m-diwriminatory gmwadon serwke,
aoct poms out that aCC/APJN wronoag attempt b^,
e^pbiatas the Con°e Capacity order,A^'•p^^ adds
that any mhans of dw base gniemfaon rates be3ng

..damnunitacy are also imprcaper becauss AEP-0hio offm
dsHez^at services to fts SSO cugornera than it dcm to CRE5
providem $pec#fic,aiXy, Apl*-C?itlo explains that it only offers
capacity sr:rvfee to CRES p:+oavkkis, bat It offm a bundled
supply of generaeion aazvke to i!s 550 customers, thereby
efimhuting any rlaim of AEP-Oitii,o provading dbrr3munakory
s^vices.

The Commission affirim its decisiott iZi t11e UiSfRtiott and Order,
as the bwAn Irue Vneralion rates amount to a x iy
priced, stable alterr,ative Hhat wiB rftaSn availabte for aU
customen who chom not to shop purdw, OCC/APJN Wad
to provide arny .£ouunc3atima in ft evidentiay hearing and in its
apislicaYion for xeltieat3rg that tTte lbm gmwa9ion rates wae
nAt propeAy uWxudied. To dw cotftaiy, AEP-t)bio'-a bw
gftnezetiAn rabes were dmost u sly unopposed by aU
parties who InWvewd fn dils proceedin& which inciuded
intezwenors ra ting onnall buslrtese cuaWmm, c :
cu.stmers, azud Wustaial cos4mero+2 purder, tJCC/APIN
fasl to rewpfte that .Ap$-OhEo b not offorkg diacsiC^
rates betwm its noirshopping customers a3nd tlEwn eus
who shop, as .ARR)Mo provides M t mvices to the
diopph4g and non»shopp3aV cm*mw& lUreEm,
C1CCjAPjN`s amments #ad, as &xtfm 490533, Revised Code,
pcohtbtta di t+ory prldng Ecsr tike aced. co aneou^
servim, wfticii does itot apply here. ^`-tJko provides
cpadi9 service t® C.'RES providers, and pwvgdes a Uund[eRi
g+er►eratiozr service to its S60custoam.

VL ^t D [^NA^Y L^. ^ ^DT['

(35) OCC/APJIN ftte that the Co ' failed ta isrovide titiaF
the iaterruptible povver tior ►ery sdtedule (iltP D) rcacEtt
costs "u[d not be coitacaad &om residential cusasmaers, wiuch
xoas necemay in order for the C ori to be coraistetit
with dw Wmt of the appsowed stipviaticin in Case Ng.11.-a5G8-
FL-JEOR SpedSmUy, Ot7C/APJAt ogue that dw stiputati.an in

4' 5ftOptaton Md UtdwatiS-!b,

0-
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that case picAidea tbat program coaw for castcnten in a
nonresidentld croastoner class wM rot be +eallected from
reszden#ial c , and reuctential parogram cosb wdl not be
collected fraus nort•residen#iai custoanera.

In its atemorendum coatsa, OBG argues ftt the credit aclopted
under ft IRP-D fs a new credtt establiattsd in this proceeding,
and emrdm stwild not be pvetnsd by the EE/f'bR
stp '..n OEG opirtes that the Co acted lawfaliy
and roasonably In approving the IRP-D credxt.

The Ciw fincSs C7CC/i#PJN°s arpments should be
zejectod. As OEG cuxzectly gohits out, the IRP-D acedit wua
established In the modiW ffiP pyoceedin& tberefore, it is not
proper far OCC/APJN to use a sdpulation that is o^ly
soteteu.ipk.ited the program set forth in the EE/PDR
sttpeaiation,

VU-

(36) In fts sssi t of aaror, OEG requests that the Oonuwmim
clari#y that separate energy auctiom be he1d for each AEP-Ohta
rate zom. OEG explaizts ttat this would be consLstent with the
FAC atxsd MR renvery mwlmismk and wiftut separate
eneW acuciioso, the auction may result in unvasombly htgh
mergy charges for Ohio Ptnwo cusborrm. OEG also suW3ts
that the Commbdon cl$riEy ttaat it will not moept the remuFts
#rom. ARP-0hio's eaergy auctions if thep iead to rate incrames
for a patficulu rate zm, and poariis out that the CommIssioA
raaitttaius the d#stretiota and fiexibility to 4ctauctiote rPSultL

In Its memarandum contra, AHP-Ohfo sutmWts that it is not
neaessary to debmrdne the detaBls relatnng to the competitive
bid procurement (M pr+ocese, as these bsues would be anaa°e
appropriately ad d in the stakelholder process esuMbhed
punum-tt to the Ca Ws C7pmeoxr aYtd C3rder. In additiott,
AEI'-oItfo opposes the ,proposat for the a ton to s*ct
any uadavorable auctiozi reoutts, as the Gerard AssemWs
p3axa for coapetitave markets is not based on short-term mrket
resutts, but rather bond on full development of ehw competitive
matket.plece. FE3 noks In its memonndum contra tltat C1f;G
prftaded no evid=e in support of its acgunneiets, and that its
proposal vroWc# actiratly linalt supplier isardcipaiian and hinder

-34-
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coznpetltian. F1FS explatm t'iaa ►t 4f the C iun were to
adopt the alsiiity to nuilify auction resil9s, it would dliscoumge
suppliers who Invest si ' tume and resources irsto the
auction fnc►m pariicIpaftg in any future auctYons.

The C' imn i'iside OEG`s axguzxtenffi on apuate +energ
auctians should not be addressed at this time, and are beft
left to the nuetim staicehotdec procen tha.t was eata.bloRed in
the Cm otces Oph-don and Orrdecc We believe dut tbe
s dex process wi]2 allow for a divem group of
sWt"ders with uiique perapecttves and upertim to
eatabbsia an opeN effechve, and UwWuent atactkm proceas.
However, we agrft with lFM arid AEP-Ohlo, who, In a rare
showft of urdty, oppnse t?FrG'® request to rqsct arvcdton
reaulEs> The CMon wiiE nat 9nterTere with the
eonnpMve markeEs, and aoc .4;y, we believe It ?s
ina te to estftsb a nudwdsm to rejEact auction resuEts.
Accordfngly, OEGs applkatiot for reheartng ghould be

(37) In its applicn#ion for reh$aring, PBS cmtaWs that
C ` ion's Opinion and Orcler stows the anovenim of
competitive auctions by only auttotixmng a 10 pemnt slim of
system of ancdm amd an ettetgy onfy auclion for 60 perc+ert$ of
ita load in jure 2014. FES argues ftt this delay is unnecessary
as AAEP-Ohto tamot show any evideme of su -ham by
earlier auction dates, and that 1AEP•4hicr is capable of holding
an auctiosi ian June 2013.

The Cammiasion xqects ]FWs au ts, as tl" have been
previously rafsW and dbmissed;" Further, the ort
xeitereEa that it is innportant for cotomm to be able to benefit
from xnarke# based pakm wbge they we low, as evidenced by
aus dedsion to Air•P<.C3hie's -syswm auctiozy as
welt as acjeelerrattng the tiam frarne for AE,'•Qldo's enag
a , but it is e]so bprrtastit to take tinxe to establish an
effective C$P pmm that witl maadwze the number of metion
p

43 Id, st^fD
0 7t aE
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(38) 3n iis appllcatlon for reheariung, AEP Ulto requests a
anaMcafloa to pmvW tlza#, in 9ig,}tt iaf the accel.e,raticm of AEP-.
OMo's pmposed CBP, base gerwatim rafes will be frozen
throughout the era#ire term of the ESP, irecludirg the fsset five
uwntls afier the Ianuaiy 7, 2M5, 30D pmett erargy awbas.
AEP Ohio exptains that st would flow sIf m auction
proconmmt costs through the F,AC. Furthex, AEP-C?h4o
believes it taoutd be utuat,oatable Madf W the SSO base
gftvration rates for tbe fixetftve monthe of 201ra, as proposed tn
AEP«C*d0'l4 applipttior.,'D iI'l 14g2'lt of the st1.bstElrit7$1
modifimftw mads by the C'araUiWan to acc&raie and
axpatld the sctspe of the energy auctYUris. AEP4Ma warna tY+s.t
absent a clarification sn, xalr,earirag, there cvnrld be adverse
finaocW lmmpacts of AEP-C3hio tawd on the cpMon and
Chder"s auctWn nodiBmfts.

Tn its tin ndcezad contra, FF.g explains t]hatthe coanattission's
Oph*m and Order does not allow for AEAAMo to recover
sdditirnM auction caa4s through the PAC. PS notes shat AEP.
OhWs ProPosid would have ft effect of liuxtt9ng c
odas to lcwez pzkes, roeng that if auction results
wem lower fta1 SS3 customer generation charges, cuswxx ►ets
wo-aald have to pay the bese tfsii diffamice on topaf the
aucdm Prke, ;aaldng the effftU of compe#ttan nxe e9s.
OIrf1lEGJagiA add thst cosb asscdat®d with the auction are
not appropriafie for the 3FAC berause it will ciispropo • p
impact Luger customra,

We ftct that AEF-]tsio's request to cmthmg to freeze base
gewmtion rates throngh the auction pr is ueap ' to
and slvWd be rejected. The entire exm of the Cy,pkion aaid
Order was the vaiue iza: pwvidiag cmqhmvm witlti ft
oppoatuni;ty to take ad .. of s^arket-based prices and the
hnportarme of establibsltiaW a compet3tive elsx^ rnarketp}ace.
A.Et'-Ohio°s proposat is camplately uac+anaisteett rarith the

°ien's missiaEt axtd woWd preclude Affi'-01do
customArs from _•.. any potmtw eavbw thzt may mmlt
fmm its expaukd energy anctiom, This is pxeciseiy tbie reason
why ft Conuninion desl and accelerated the CBP 3n the

m36-

InlIAAp&UYavayAEObdopmp glRi&CwWtW .^=CW/'fVi{Ybe ft d*•ftlcKS

See AEP 4.Oi&:^t 19-Z'i. ^^a ft ns^egy
anattoe, whi^ taaald et4tbNeh xeew W ^,
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first place, Purtw, we Szd ARP-Oinso`$ fEar of advem
finan'^W iizt►pacts is unfounded, as the M ng in pazt ensuae
AST'-{3hio has suffaent furids to effidertuy fts
operaqom. Therefoee, we find AEF-0hio'e applkagm for
re ° stwnid be denJed.

(39) AEP-Ohio ophnes that the Opirdon and Order should be
clarUied to corofitm that the t .̀apacity t3rdec°a state
compensation mec . does not apgiy to the S5D energy
auctions or non-shopping customem DR'R/D also
request brkher 'cUnfkation that aurtiaauf coieducEett danng the
term of the ESP . to fuii se.Mm requirennerns, with any
ddfezenre betweelt cnarket besed ebuVn and alte costJoased
state cornpansation medumism to be inciuded in the de.fsrrai
that w11 be rewvered from aU castom.mm

The C on Bstda that AEP-OWe applcatioxi for
rehearing douid be denied. Xat Its . ed ESP application,
ABP-,Mda ari&nally offered to provide capadty for tb,e jaauny
1, 2615 sxserg}r s.uctiom at $295 pet MW-day. In Iig2r8 of t1w
Cs ' 'e dwisfoa in the Capaci3y C.ase, wlvich dewnnUW
$18SM per AgW.ctap wmuld aUow Af-PrC?hxo to recover its
emi:edded capacity costs without csvercbargisag custqnwrs, it
would be measmiNe for us to per,m3t ASP-Mo to zecover
an amount Mgher than xSs eost of sexvtce. Further, we d9eagteg
with AEP-Mo's ftt the Comrnbsion should not zdyassmt[on
^m the ^g+.tooeera detenwaaning the cost of cz^p^tty for

gJ'Rnuarsr 1.2M5, because, as
previously OWK ffie 'on waa able to d . the ►fic
AE['-Ohio's t3utt $18828 per MW-day eXaWWm a just artd
nasomMe rate fmr capadty. Therefom cmWatmt with our
Opinlort and <hde,r ^6 the use of $188,88 per MW-day allows for
AV-Ohio to be adequately eated and ensme
ratepayers dYill, not fwe emadve cha.rga over AEP-CFhto'a
attuai cosb. In additioat, we rqect DERJD C s request for
clarif3eatfor4 as it is not necemay to addren the dtffinxm
. market based dmmw agsd AEF'{1luu's ceqmity oaffa

for the " of the jattuary 1, 2o15, mergy ora,y
auction, s3nce the cost of capadty is ABp-C3iuo's cost of savice.

46 5^ a^►d ^t^J
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(40) In addEitiom AEP-Ohio argues that ft was uraeawmble for the
Comuussion to estabiish early auct,m requiTemen9s and to
update to ib eiccEronic system for CRBS providers without
creat;^ a xneclw0sm for recovety of az pruamdy'uvArndcost^ associated. with 8ucdow mia the electronic system
upgrades.

OCC/ APjN mporti that AEP-+COhio failed to request any
a+ecovery mechani=• for dime tcsts withzn its origuoi
aplUCatirmt In ft pr ,and that arty costs anociated
with +eonducting the auction should ltiave bM aococmted far
withfr► its appliCaiion.. Fur*er, +DC'CjAPM poing out that
AEP-Ohio bas not inlca.taci ftt the fl auction pncess
would tnmease Its costs over the or?gisaat auction proposeL
Should the C ` n granf ABF'-Ohio`s requesi^ UCC/APJN
apirta titat a}1 coo should be paid by CltES providers, as the
costs are cavsed by the need to aor te CRffi providers.

We asee with Of7C/AA,PJK as AEP-Oluo failed to prasent auy
pencaas;ve evidence ftt it would incur umusmable ftd
exasive ecosb in conducting its auction and upwadinS its
eteetrordc data sy wAEF-0hio's isqued is too vape and
ambiguous to be addressed on . g, and we and that
A.HP.0b®'s rqueat for an additional recovery nwbwdsm for
awtlon east,s skoaid be rejected.

(41) ABP-{}ldo xequegs that the Comnissfon cbaYify that the auction
rate docket wilt onYy Ixacorporate revenue-rwutral soltadons. In
support of its request, ABP-4tcto notes that the C^on
reserved the rate to Implement a new base Swientiom rat,a
design an a revenue neutral baais for sil sustamr ., and
shatzld Omefme at#arh the same condiflon of revenue
neutxaUty for auction rates.

QCCjAPjN urpe that the Cornmmon sioaid :ejed the
request for clarification, , as the Comatassion eanncst antidpat.a
a]I issuea that may ., regarding a dspante imm^act on
cwwmas, and " ges the Cct ' Aoxo to not box itself
into any cornm by . AEP-Okaio°s request,

The . .on r*cts Agg'-Ohto°s mlaom to ioc te
raven e solu,tfoae within the auction rate dock,et.
Howem, 3n the snrent it bwomes a ft that t1lwa nnay be

.3a-
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diapesate xate impacts mwnpt ,ft ` 4oY►
rewxm iitat rl& to initiate an investiga:tzon, as . ..necesmq, as
set forth in the Opinion anci Order.

(42) In addition, ALP-C:3hio seekA clnr#.fiafion reprdhV costs
assACated with the E:.'BF' procem. A16i'-t7hi.o tielwves t19at
Iemusa it is required update fta CRES supplier inforutat3oau as
weli as the fact that it will need to tiim an indepesedent bid
m^nagar for Its auct3on pracaas, among other casla. AEP-C)hio
should be anti#led to recover its costs ' .

in its memorandautt cantra, OM.AEG/C?HA ap,pdsa 1j,EP-C1hio's
request, uVtwg the C=adwon shoWd naFt authuaize A'81'-
®hio to romm an UnWecified wmrit of raveme without an
estimate as to whethar any t+m scbually aft 0MAEGJf3HEA
state that it is not rmcewary for the ComnisAun to make a
preemptive deteraifaatihn about s e costs.

As we previoudy deteradned with Aiip'-Old+a'' previous
ragn.est for auction related castec assodaW with eIeeaonic
system data artd the expwded aucFhon proceasy the
C:csMrnfss3oa finds titak AfiI'.Ohio has not shown any est'smsto
on wisa.t the auct#m srlated: costs wotsld be, nqr hasit provided
any evidence as to what the costs may be, We apee with
+OM.ABG/0H& and find ft is premature for the .. °um to
perixsit recavwy on casts tt ►At are vaikzgawn and specWative im
arattsre.

VIII. CWfif It=CAP

(43) QCC/AlE'JN and 0MABG/0FiA contend that the
Go 's t7pinimn azsd Clzder rewding the cuatoarter rate
cap is unlawfuLty vague. tCG./14PJN pxovide tMt ft £3piYUOn
and Order ahould c3arify what it hntends the rate cap to eover,
and shoWd establisit a process to address eituadons where a
cwtouter's bitt iS increase by gmter than 12 pmvent Furfher,
OCC/APjN° requast additiaW fanforrrnafiion +on who will
rnoniEoor the pftvmtage .fncrease, and who wiu notify
custoams that they an over the twelve pawt cap.

ABp-Oleio aiso su ^^. the C on clarify ffie 22 percent
rate cap, atul . a 90 day iznpl ftdan period for
Q , $and UsHnS zts custmw irA.iitqg system to
accaint for the 42 pacent cap. AEP4Mdo ttobes tf the

,°,9-
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E o ' u clailles' that AEP•tJlu® atiail have iattae to
impletttwnt its new pxogrant, AEP-OIvo xrill sW rum
calcvlations baek to SSptem;ber 2012 and provide customer
credits, if rieees5azy AEP-OhIoa also seeks cbdfimtian that ifs
calctilatim be based on the cvstotner0s total bilYurg under ABP
Ohio'a SSi3 rate, as fit does not have !be rabe that cetaiht
cnstotnexs pay CRF5 prorridem and cannot perftm a totat blll
cdcukdm on any other baeis other i.bagt SSO rates. P ,
AF.£'-0ltio seeks clarifc4tian tbat It be dbwdy to
cmte and collect deferrals pttxssaant to $@cticm 4926.144,
Revised Coclk as well as axatliorizat;ian for canying cherges,

The Coon finds that OCC/APJN, tOMAFsG/OtiA, and
ASP-Mio's app!#eadons for rehea" should be granted in
regatde to the customer zate cap in ordez to clnrlfy the rEcord.
As sat forffi in the Op3nuon and Order, the customer rate impact
cap itppiues to itetzaa that were eatabfished and approved within
the modified ESP', a,nd does not app&p to any .p*
approved riders or 3ari£fs #bat aresub}ect to change tfmghaut
ttue ta^rc of the ESP. - y, the rtders the 12 putiea,t cap
intends bo safegcaed ' enctude the M Uik pM andWuwt
GRTt. In addit.ion, the 12 pement rate cap s" apply
throughout the entira term of the FSP.

FurEftet, we find that AEP-UIdo should be giaen 90 days to
imfrlement ifa eusbQUM 'FaftS WOM to account 76or the 12
Pmvmt rate! hunme cap. To c.iaa3#y CCCfApJAT's canceratis, by
allowing 90 days to €mpieaw*

monitor
its cuswma boa

syste^a,. ASl^-Ohfo ^1 be abfe to ctsts^r zate
ft=eases and provide aedits,. aiso if necessary, going back to
September 2FJi2, Ptndw, upon A^'sP-C►hio's fmpiementation of
its updated mstmm bMtng systm we dizect AEP-tDhin tq
update its bri11 format to ixulude a cctstamw ndt:fEcatka aiert i£
as zatea ° umuw by more ihaza 12 pftvertb and
bsdiate tDuit the bifi aaxunar ►t baa been deereased in acccrrdanee
with the cwtcmm __ cap.

Fimmy, as the custemw rate fmpw+t cap is a pravisican Of the
ER ptusuant to Sectivri 4928.143, Revised Code, we authorize
the deferral of any ' ted witzt the rate capvqmLws
pursuant to Secdaa` 49n.144, Revised Code, i-ciusive of
carrying d3arges, eo we can en^nre w rafies are stabie for
convxms by not iucreasing more than 12 percenL

ir
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(44) In Its application foz° re AEF•t?hio argm that the
CcsmmiasAOn should elbx^ate the 12 pervent SEET thmltUld.
AEP'-Ofdo explam• ftt the return on equity (ROB) vaiues
contdned within the tewrd are farward Iookg ►g estirna#es. ®f
its cost of equity, and do not reflect the RO$ aarned by
cmpames 'w3th Cocxtpacable Aska to Affi"-C1}t#a A$].'-aio
pwvideo that even $f the values were from firms with
canapmbk zisks, the SF.ET thte"d must be si ' #Iy in
excess of the ROE &acned. purlher, AEP-C'3hio points to the
SW tttresleold ftt tiw Commission approrved for DuVA
where thm Commksion approved a stapulatIon estab °` a
SM7 thredwld of 15 ^ 47 In adciitfon, AEp-t?kdo
cantends that the tlareahold does not pxovid@ any opporY ►utity
for the e'ammissfon: to msider iasues such as capfW
requWments of future ' inv , as well as other
itam conteir^ within Swticm 4928.143{P), Revised Code.

in its wAnorandwn contra, OCC/APJN nobe ftt the
C te not nrdy followed 9eclion 4928.34", Revised
Code, but aLso that the SEET threshdl,d is ncdft more than a
rebuttable pr ti.an that any eanuup above the *redxgd
would be siptlEice.nd.y exmss;fve. YHU axgues *At AE,P-t3h4o
unreasonaNy relies upon settlemmts in otha proceedinp to
aF to a"o]ve mtesW issLtes contalnea3 witldn the
C:ominissian`s Opisiion and Order.

°[1m ComsxJisffioQa fimb AEF-Ola.o's appWation for rebeatinS
should be da" Under Sechon 4928.143n R"xsed Code,
the (,aumisaon ehall attn.ually detemuw whetha the
pxovfdona wntanW witidzt ft modiiW ESP resulted ur AEP-
Cido m ex+cadve eunhVL The suk furt}ter dictates
that the, review shtrlE coissider wheffier the emftp are
sgrtffic.mntly ia extess of the zettiim on equity of ottm
comparable pubflcly kmdedi companies wlth simiiar hulnen
and financbl r3sk. The record In the m ffip conia#ns
extendvs teat3mvny from three wcpmt witwnw who testW
in lengtttanwhat an aMoga3ate RflE waulcliae for AYSP•Oiuo,
and all considered connpaxabla companies with stnular risk in

47 In m ihrkq; Ga8 W. 06 920.EG,S60 (OpW= and E9rdrr) De=bw 17, 20$ sred Ceae No.11,3504-A.
SSO mdOrdcx)Nonmbtt xt, 201l,
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readling their condtts$onsA rn aelditiam, three other divexse
pargies also prewntad evidercce in the record that was
cunsistextt witii the reca td<sns presented the ttiree
expext ws which when taken as a whole, demcrostratea
tlhat a 12 percerdt RC?E would be at the lrigh end of a reasonable
rattg+e for AEP•C?hao's return on equity.49 F , we belaeve
tltia.t the 5EET thaeslumld of 12 pacent is nvt Wp ccrosmtent
with state psala`cy 'ons, htctud^ SCtion 4928.02(A),
Revised Cod% but also reflects an a,ppropriate rate of returst in
Ji*t of the modified P5P's provisiors that mWrn3ze A8P
C1tioJa rlsk.50

X. =MQ

(45) In its applirxteon for rehemin& p%'sS argues that tbe
COMMWm umtasonably autharlmd AEP-C3?nia to contineu3
lts ankt-competityive baalers to staappiue& inciuding uainumum
stay areqummenta and awttching fees without jusiz6cation, FM
asserts that both are contrary to state polkies cmtabW withia.
Seetion 4929.02, Revised Code.

.AEP-C)lm aesporods that 1EWs amertions prewt no new
arpnumts, and tle mord ivlly supparta the ffaWinp by the
COMIMW= Furthw, ,AEP-t31uo expWns tliat the modified
EW a.ckualty Ofted lmprovemen9s to CRES providers, ftatther
indicating that rehearing Is not "wermrded on tlw,s isstee.

The Csnutil.esic+n fnde lRf+ss application for tefseasing retaftg
to ecxzeepeftve banns sltoulci be gcarnt+ed. Upon ftrtlw
coxWderatioxt, we believe AEP-0hio's roi. sutes„ charge$,
and axdtsixnum stay pevvpsions are inca wfitf t; our state
polic.g csbjectisres conWned wltWn Saelian 492$.Q2, Revbed
Code, as weli as recent C on p:+eeeder►t. -f he
Ctsmnn4ssion recopdm that the application eliecsinates, the
cmtent 90-day notice reqnitement, the 12 xnontb mkdmum
stay reqtuxwmt for large co °eW and 'vndustnial
c+'sthamezs, and A'EP•C)liisa'B wAsoM stay requinmm-A for
reddeniW and smaDer commercial costomrs on lsnmry 1,
2t115, however, we find t3W ftse provixom shrmld be

-42-

'8 OpW=mdOrderak33
49 Id atp.

50^ ln>R • OfC4QOdj J.Yb%KT 4KeSVpCpIIM=8F8.dS/i.LR., a L4
1WwP)"0 el,imYSIa
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eliminated eu1ier. We telieve it is importuit to arsuxe hrdthy
re#ait eledrac semce competition extsts In CJhio, and zeoognize
ttie imporum of psotectia4g rafaii electric sa1es tomuturs
right to chocse their wrice providen widwttt any rnarket
barderss mwbtent with Stat@ polnc}► pxov3siom iXt Sections
4928.02" and {I}, Ptevi'ed Code. We are Con6dFalt that d:lesc
o*ecdVes A1'i bat Sliet by @lm'1ildting AEP-Oh{or6 2otke $I1d
siay requiremmnti in a mare expedittcatss .inawer, ttterefom, we
dixect AF'sl'-C?iuo ta s*ztit wltbin 60 days, for Staff approval,
rev3sed tariffs indfcaiting the elimination of AEP.aiio's
mttdinn►m stay and notke prarvisions effwtive januay 1, 2014,
from the date of ttais entxy. Fuxtlaetr, difte rhanges asre
conWstent with presviaions In both Duke and F'ustEmSy's
xeontESPs,51

Fiarttu.°, we note that, in Dake's moat recrstt ESI', not s3saly did
the CamudWan approve a plan devoid of any n**muaa stay
FErovislom, but also it gmnied a reduction in I?aWs awttdng
fee to $5.M:Pz Acrordiugty, we abas lutid that AEP^E3tsta's
svt►i '£ee shoeld be reduced tzom $10.00 to s5m, wmc7h
C^.S aupplters nffiq pay for the casstemw, as Is carAatft with
Convrdssion precestent.M

(46) In its Applacahon for rahearir% 'lEf.t argues the . ` and
Order failed to em°e that AEP•+Qhio's germahott mpacitg+
secwice charge wvi11 be 6iIled In accowiPh a s
peak load ccm#n"bcztiarn (F!Lq factor. MU acmow4edgea that
&e Op3zrlon and Order duvcted ARP-tli,its develop an
electronic clata systersn thaat will all.ornt CRES prov3dm access to
PLC data by May 31, 2014, but states that t)pudQrc and Order
wilt allw the PI.C aUocatf.on process to be arditown fcbr two
years until that dead.Iine. IEU pwposes that the Comnftm
adopt ttee uxwon datsan of its wiqtm to
$equke immediate db:lomreaf AEIP49htD`s PLC fwtor.

AEP-OWa'tates tbat IEU is merdy triin$to rehash arpnvsft
previoulyy rnncte Fwther, AEF'-Oltia pointg out that bemuse
the PLC value is sovwdting AUP-Oio pasm on to CRES

43-

bt In t:e t3ube aur& t7hio, CM 140.114549-MASOo (November 2Z 2U7,I) ®pkion nd Uxdw. In te
Fbs:Eatavgy, cssse No, 22-i UWy 3e, ZYM opiotoas.ndt ordw.

82 da n Duke Ewgy MkCeaE Wo. 21^4 (iVottenbmt 112l1t1) 'Opkdaa ansifi?cdeR at 34..A
sa Id.
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prav4dera, IELJ's conceens about tza y in ft PLC value
atiocat#on proces.a is snmstidng MU sheuld address with any
CRES provider from which it ar its ctasbdmers purawse enexgy,

The C ° brt rejects IE[J's ac , as the Upisuon and
Order alxeady ffirected AEt'<C}ldo tD develop an eleckra&
sfstm that rvill Include PLC values, Nstorical usage, atid
fs►betiuat data.ft Although we did not adopt IBU's
marnmenciatiqar of an 'ate system,, our inteett in ntbg
a May 31, Zt>14, deadlW waa to allow for mmabers the ®liin
Bl.rctrmf,c Date lr►tetdmW Worlsfrtg Group to develap
untf'Drm standards for electrark data dtat willl be beneficiml for
all CftES pravi.ders. WMe ffiiJ may not be pleased witte the
Connnissioes decWon to develop a uniform plvgmm to the
benefit of CItpS pravidws, and u2tfma.tety =SWMCM as we2t a
to aliow for due prcom in accordance with our fire-year rule
rMew of Chapter 490i1-10, Q.A.C., by allowing intexemed
smkeholders to explore ft gosa"bilfty of a ?OR we
affim our decisian and find that then pmvisiaats are
reasaftame.

XL
(47) Af:1P-E32uo asserta that the Go 's fsfitxre bo estabtisb a

fir►al Utton and tru"p for ft distra'butiott znvestrneatt
rider (DIR), v/hk3t will opire with at the carwtstaiors of the k51;
was auueasor+alale. AEP-Oblo reasons that ft is unable to
detmine whether the DIR wi11 fave a zero balance upon
wVuation of the rld+pe auch that final aeoz►ciliatloat is mmmy
to address any uver twceveay or undar-recavery, ABP-Qhita
adds that the Caumniseion: is ctearly vested with the autlvazfty
to direct reconcffiatioft of the Dllt, as was dnn.s for the ffiitit
atxd in otla3r proc . Accordingly, Al3f'.Civ contends
that It was untemonable for the . . an to not provide for

aticr► arid, true-up for the DIR

We grmnt ABP-0Ida's request for tebearlng to fariiitate a finA
rwmcMation and trae-up of ft DIR at the end of the P.
.Aecordh►gly, wwl.ddn 9D days after the exptcatfCrn of tbis ESP,
ABRt^'hio Is dheded to Sle the necossary informetion for the

M dL At4t

^
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C.ornuifssion to conduct a final review and recmwUiatioii of the
t?xR.

(48) AEP-Oldo mgrb that the C)pudon au+i Order unreasonably
adjusted the ruvem r"uiument for aacvmulated deEe-red
fmonv taxes (ADIT). AEP-0hIo etaiais that the A'D1T offset is
W t with ft C appraved stipniation filed in
the Comgaxtp's latW dWftxtkm rate rm, Cue No.11,351-
ffi-AIEi, et at., (Distribut'io: ► Rate Case) as the revenue credit did
not take arUD acccmnt an ADIT of^et wbirYy as caYculated by
AN1°Y-t3No, xmlts in the diau•ibution rate cue catecif# bdng
overftted by $21329 m13on. P►EP-C7hfo notm tltiat the DIR
was used to offset the rate baee itwreaeE in the distribution rate
cm aasd `uictudedl a +ctedlt for s+esidential msft= and a
coratrikmtion to the P. p with Ohio fund and the
Nefghbor-.toyNe3ghbor progaram. AiEP-ONo arguea #hat# €t is
fmciasnettmliy unfaix to rutsin the bftiel5ft of tM distribuiiott
rate case wWAment and subsequently impose the cost of ADTt`
offset tt+rougt► tke DiR fsi the ESI' when AEF'-Dhio r,annot take
action to prabect itseif from the rtsk- t?ft rebeadM AE.'-Ohia
aaks that the Conmrussion xmtore tive balsnae struck In tkw
distr3bution rete ease seMemmt by eUnftatbg the ADTF 0&0
to the DIRSS

OGC/APJN readnds the Cmwa t®n that 1EP'-tDluo's
dastfttfon rate case was a+esolved by Stipulation and the
Stiputatim does not Include any pravision for AEE'-t)No to
adjust the revenue eredit to custmtm cmtis%ennt upcm
c ` on apprerval of the DIR. OCC/,EPJNxutes ftt ft
D3staibution Rate Cam 5iipulatum dataila the I?fR revenues and
the 4iofc of the revenue credit ancl also sp % y
provides :AEPJQbio the opportr,uuty to wfftmw from the
Sttputaizm if the C°ommissim nnateafaffy modift the DIR 3n
Us proc . Phut€y, occ/ ApjN anau that AEp-ada
was the drafter of the Dish*utron Rate Caft stfpulatiori ana,
pumaant to Ohio 1aw, any amb%uides in ft dmumat mustbe construed aphist the draf ° parrf.
The Commkwion has cmmsi the a of
inm g the effects of .AbIT on the cakWation of a
rmmle anTAremwI and cwying chaxges itt sevexal.

-V AEP-C&ia Sx. E31. nt 9-t0 Tr. at T?W

45^-
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p In regard to d t°son of the revensme
reqvbanient for the UItt„ we emphasize, as we stated in the
C?pWon and Order

The Commission Cnds that it is not appropriate to
eatablfslt the DIR rate xnerlwaniscxt in a nwmer
whfch pzcsvrides the Company with the bmefit ef
ratepayer ssapplied EcutQs Any bmft resultiit$
frmm AIDPf should be reflected in the DIR
revenue requirareent,

None of the n ts niAde by AEP-Dhzo conviseces the
Commission that its decisian In this hwbm i,s nable or
unlewftt2. As sudg, we deriy AEP"-Ubio°s request for rdmrlng
offt issue.

(49) that the £Dpkniorw and Order noees, but does
not rlireatl.y address or fttcorpoca* Krgger's argwunt not to
combine the DLR for the CSP astd rJPi~at+e zom wittaout
offering any ra Kwpr reltmtes fts ctabm #bat the DIR
costs ane unique and laonm for eaich rate zote aeiet bkzcing
the DIR rates wli urmteFy require one rate zom to subsklize
the emts of service for the dther, tCroger requests ffiat the
Convnissiort grant rdbmft and revem its decision on this
issue.

ASP-t'Yhto op,Fosft Krogex's request to medn4ain sqwzte DIR
rateB and aaxstmtg for eah rate zone. AhP-Ohio argu.ea that
the C oax q " Uy noted and explained why certa'sn
rider rafts wexe being ma4nteizaed separabE:ly. Given that AHg=
t)hio°ff tnerger appliostion was approved, AiiP-Ofo stabes that
It is uitzr.asoxeable for the Conapany to eftbUsh separate
accomts for the [9IIL

The . ion. rwfts that the DIR fs a new plan approved by
the C on in the ESP and the disfiiibut3on lnvabnmt
plan will take Into omWdemtitan the mrvim needs of tbe AEP
C1hfo aa a whole. tCrugefs request to aWAish separate and
disiinc! DIR mom-ft attid rates would awult in nminWning
and esmWy emUbudng CS'P md OP as separate enttgi.m.
Kroger has not provided the . oat with snft3eiertt
jusiiff€rahinaa to corftm the disfinctiom between the reee zmw
or damwsinted any wvavwable diadvantep or burden tD
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etthear rate zone. The facus of the DIR wffi be on replacing
'snfr,ashut^ frxespeLtve of rate aam that vvM have the
VmW impact an knpsrovirtg reHabdity for cestrnuers. The
Ccsnun3ssiorcdenies Kcngea'e request tn zecaauider adnption of
the 13JR on a rate aone}am,

(50) OCC/APjN arg,ue on reheanng`tteat the Comadnion failed to
apply the appr*pTkW statextory seand,ar4 fn Section
49M143(B)(2)(h). . Co& As OCC/APJN fiftpret the
statca* it requ#t+es the Commission to detwnina tHat utility
and cogeaw expectatiors am allgnecL

A'Q'Ahdo reb" that OCC/ AP,jN addnWiprO that statute and
ignore the faftual xerard in ffie sasse to make the position whietx
was ai:ea.dy repcced by the °CommumrL AEP.OhO remna
that in titeiz attempt to attack tha Opinion and Order,
OCC/APW pa:sed words and oversfimpi.ffied the purpose of
the ata#ute.

The tp,itoz► and t?rder dbmwms A.EF-C)}eWs xeftability
expeftdom aM cnshmaaa` expectaftm as weU as
OCC/Al'JIoT`s in or ► of d^ee xeq. r. ts of 5eetioi.t
49'ffi:t4'^(B){2}(h). Revised Gode.66 oCc/AY}N daim that ft
stlitutory requinment is fttewtorw and elocirk distr1ution
utffity eqecUdorm be a7igned at the present trnne. We re;eet
their rlaim that the Upiruact aaut Order focused cin a fonwarr1-
loakst$ statutorystamdaM and, tF►ene€czre, dad r<o+t apply the
stattdaid set forth ia SecliaYt 4928.143(8){2)(b), Revud Code.
The Commission iithwprets Section 4928.143($)(2)(h), Revised
Code, to reqn4ze the Cmun3ssioit to exeagine the utility's
rd3abIV and detmTdm e-at cuftuw expectatims and
4ectric Rirnt up`9fty acpwmtions are aligned to a e
an energy deltvez^y infbrashuchue sztudersdation pkn. The key
for the C on is not, as OCC/APIN . to fuxd that
custiozner end ut3liey expeciattons were abgned, are currently
ahgmd aFwiU be allpud in the fiftm but ro^ h to sme
degw, the 1e gWment of mkmur and ctMfty

tions continmusly. As noted in the Opudotc eud Lhder,
and in OCCJAn't+i°s bri4 over 70 permt of cus m do not
beliet►e their ctecWe service reliab,aitg expecta►ticm will
mmm and a tely 20 pftvent of eimsuer$ ecp,ect

'" 0peti=aMd0Iftat4Z-47.
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Ulek service r. W'ty e ttoxs to 3naease. AEP-QIdo
emphanzed aft utitity irifzastrueiture and the Comrcisdoa
expects filtafi aging utNity Wmtcnctnrc increases outages and
resdts #n the eroding of servkee Miability. Tf* C:owzission
found it nwmmy to adopt the DIR ba mWntain utility
reliaAlity as well as to ntiaintain the genexel al33gmettt of
cdastomer and utiUty gmvice eVectauam Thus, the
Coxt njecis the argnmettts of OCC/Af'JN and denies
the request for rehearing.

(51) OCC/APJN alm assert that the DiR companent of the C7piniaat
aud Order violates the zequirearueots of Section Revised
Cdcle, beranm it did not address SEaEF's request for details on
the DIR pFan. In addition,, OCC/APJN cmtmid t6at the
CTgrinian and fJrder faitetl to addtm Jdatedls about the DIR plan
as raised by st4 .iavIudittg quantitg

expeded
of assets, cost for each

dass, ' ta3 cosb and improveawnt in
reliabWty.

We c^sagree. `iM f)picdon and Order sdzectedpedficaUy
AEP-l7hio to work with Staff to develop tiee pDau, txa focus
vmding where ft yvill have the Sneetea$ iaiapact nasd quantify
retiabilfty improvements expected„ to eamm no cio"
reCoverys and to indude a d ttoti of DIR 'hitess
evee projested expendatures and recent spembng levels.V
rrerdore, we alsa deny tEds aspect of CICC/,APJaI's request for
mIiearing of Ow Opuaton and Order phuaYly, the niore
cleri€ies that the DIR quartedy updates shail be due, as
proposed by Staff witnm MdC'arfier, aaaa;xnle 30, Sepbember 3+0,
Dwewdm 30 and May 18, with the i'rnai ftttg due May 31,
7ft15, a»d the DIR quarbmrXy rate slutl be eflective, unless
^ ded by th^e C:omnnissi+^n, bfl ctays afEer t^se DlR update ie

(52) UCC/t4,PJN contend that In Oeir irtitlaI brief they LVied tttat
adoption of ft DIIt would iatpeGt cuftmer a:Efordabitity
without the benefit of a cost benefit 51 vrth ft
adoption of the DIR, OCC/APJN reason that the OWm and
Order did not addren matoma atf d 'ty in light of the
state policies seE forth in SwGton 4928.DZ, Revised Code, asid,

rd. ae47
AMMN tabw arkf xt 96-1it
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thednre, the OPm= aM Order violates Section, 4903 .09.
Revied Code.

We rOect the attempt by OeC/Al'j,hT to fuavs eaut.usirre4gr on
the DIR as the component of the ESP that must support
selective sEate potiatea. Fhst^ we reotie tttat dve Ohio Suprente
Gyurt 1tu ruled that the polloW set tort2t in Swtiare
ReyisPd Code, do not impose strict requhemnb on any given
PToSTm but simitply ex{srma state paiicy and fvarrtion as
gwidelim for the .. io2t to weish in evaluatic ►g atil:iky
ProFosals-0 NoneelWees, we note that the EsI' ae9tfgaDes
customer rate increases in several respects, 7he pravisions of
wi.iich aerwP to mitigate custww rate • iztclude, but axe
not 3im::fl,td to, stabilizing irase gez:eratton rates until the auction
Procem Is implennenkNd, June 1, 2M5: ns that a greater
praree►tage of AEF-C?hio'a sWndard susvice oESer load be
procured through auction soonwz than pmpoW i.n the
appliembom ccaniiinuance of the gxi:dSMAItT projeck so that
mmre ouwnws will bex4efit from ft ase of v°arious

es to alltrtFr castoavem to beft conwol thar energq
«imrr+ptiar► and costs, and devdDping elwbwic system
iWrovementa to facilitate IIiore xetafi compet3tioaa in the AEP-
Ohio servke a,na. Thn®, whilee the adoption of the Dll@
suppals the stmte policy to emue re4iable and W6eient zettu°1
elecinc serviee to cormmm 3zi AEF-C2i►aa wzvioe texYi[wy, the
above nnted grovisiona of the appmved W mve rtot anl,y to
sQaff3gate the brH impact for at+-rislr congcrrawa but aU AEP'-Ohia
cmurmers Omttiat bads, the f.?pinicrn, aYtd Order thesuppoft
atrate pohmes set farth in Section 4926.0Z Re"ed Cocte. Thiuse
we roect t3dJCfAIJJN's aftmpt uatxvwly fom on the DIR
as the com,pottent of thse ESiP ttsat must support ttw state
p®li,cies and deny ft request for reheming.

xa

(53) 1BiJ ameris that ft C1phdoRt and ^ Is unla:wlit^t and
un 1e as it auterized recavary of tite PIIi1i without
iWdng iada emkiemtion IEtT°a rpnmt$ on the effwt of
ADTT. IEU argues theit the decisian is inoonsstent with
generally .accepind. . accountutg p:#ndples, regulatory principles,

^ 1se a9e d^rof P+o^ l^. eEa^. ^l?A tBfeio ^ 5t2, at52^y 2A1t-^h$o-Y7^8
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artd violated IE(3°s due pracme by approvbg the PEftR witthhoaat
an evf ' hearin$.

AEP-C7Puo offen that,t$U'g cisia.ne ig,nore that the dderred fuel
expenses vaen establisltert pursuam to the fon`s
authority under 5ecticm 4928144, Reviseci Code, ta the
Cmmpany's pxacsr ESP Opinion and tJrde:. The ESP 1
proceedmg affordsd IE[1t and ot&er partla due procen when
#his component of the ESP was estals;iahed. The purpose of the
PgtR Case is to esfaalish the reaovM rnechao;sm vla a xm-
bysercPiarRe. AEF.phio argues tisat the MP I order is
futd and non•a bte an this iwite, A.'£F'-0)uQ nok+es that
the Supreme Cart of OW has -1hoId that there is sa®
consfttionatl right to a hewing in rate:-rela6ed matEers if no
statutory aight to a beexing exIsb!fQ AEP-OWo concludes ibat
bearing was rwt vxpdred to im the PMR mechanisn'L
Spedficalty as to MU's AT11T relaited objcctioas ta the CDpud®n
md Order, AEP-Oko contends that MU tws made tbese

ntiom and the docft'sne of res jcxdicataarguments
estops i$[J Ero= contirntistg to malca ttus argtarnontw

°iU "on notes ae a part of the F: P 1.' g, an
ev' ' beacfng was heid on the applicaiton and the
Con approved the esfWistunent of a ^
to +ooos4st of accrued deF^d fuel expav;m ^ncludia^g^interest.
IE[1 was an active psrticiparet In the ESP 1 evideniiary heaft
arad wss afforded the oppmtunitp' to r.rcezriae its cius process
rWft lKcrvvever, there 3s no stoituaDry, :nt for a
Iheedxa$ on the agpliuMon to nuttate the PIItIt med%anism to
recover the re$uaatory a.gset approved as a campanertk of the
ESP 1 order, as JEU ciwms U&Tested pmm were
nmedWm affarded an espportnnity to submit cozrtmettts and
reply comments on the C. sPIRR appicattott; IEtJ was
also an intwverAw in the PWR Case and subndti^ed commerkts
and reptk comwmtL Th:e Commbdm , as ABty-iJhlo
stntea, that ]STJ ®ztd odter parties have argraed and rearped
ftt ddared tcael expe sitould accrRxe xeet ot taxes. The
ism was ra99ed but r*cted by the C o3i 3n the ESP I
proceeding and the inue was raisecf, ieoonsidened und again
njected by the Gommission in the FiRR Cme Opfnioaa and

60 i',opsrusess' Cawrteet V. PrA IItB. epaeK. (1994t),'Nt Ohia RU 3oQ, rAN,B.?d 213.
si OhROr ofNre Consurrun' CoamWV. Pub MCaRaa. (i994), tb oYdo Set.3d 9
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Order and the pffth pnYry on Reh .The Ca m tin
fincts, as It rektes to the EIRR, ftt the Wsues In this modified
ESP 2 prtsceedings were appxopttatteip 1mlted tD the w of
the PIRR rates and the effwEive date for collection of the 1'IRR
rates. IEU has been afforded an opparttanity to present its
posidon in both the ESP 1 and PIRR pnmedinp astd, as sudi,
dme is no need to mcomida the matter as a part of tbi.s
proceedmg^ gly we deny IBU°s mequat for rehearmg
of the issue.

(54) f.CG/APjt+l' argue that t€te C?pirrirut and t3rtier is itzc+o t to
tke extestttha.t ft approves the request to merge the CSP and OP
rates for several of the other ridet undec ccnt in the
ESP appliatian but .utetirdaixed aeparate PM zsders for the
CSP aaad OP rate zam. OCC/APJN emphadn that the
Stipulatkm 3nttially Eiled in this proceeding advocated the
marger of the PIRR rates and. 3xi the Uecmber 14, 20i1,
Optn3nas aztd! Order tlu 'Conunmian approved the rnergw of
t h e x a t a s . Me Cbmzaission's dwision rnot to mec°p the CSP and
OP PIRR rates, accordiieg bo ACCjA,PjNe is a rene,rW of its
earizer rulircg on ft same #saue witIrout the jetstlfication
required pursuatxt to Sectioa 4903.09, Revised Code.

C3EG notes that continusaeg to mamtein t® FAC and PMR
ra6es for each of the rate zones will canee the need to wnduat
two separabe spedfic energy-only aactiorw sim the priee to
beat Is d3ffierent for eashh rate aaree. OBG offm that one way for
the ComaaniWon to acldreear the issuea ze3sQd on tOmrmg as to
FAC and PIRR;, is to hnmediately map the FAC and PdRR
rates.

Ae fX'fi/AW explmn, the COMMMM apMved watlmt
modtBmtim the merger of the PIRR rider ra;te& Iiorovever, the
Cmmbsion subsequently Mected the Sdpalation oae
rehearnng, The Cornmissim aicbn that m reprd to eha PAC,
the vast ata204tq of definvd experm wer+e hw=ed by
OP rate zone casbon,ers, and a sigidfimnt portion of the
deferred fuel expense of faxm t;gP was recoveredmstomm
tlucsBSgh SEfi€ evalnatlorta. Upon fnzfiter camideratiom of the
PM and PAC rates laaues, the C:o ort bas detenwrad
thatmaintainutg eeparate rates for the OE' and CSP rate zoaft,
gim the ei differmm in the otstarding defenecl fuel
expmvm per rate oone, is reas e, as dWvsstd In ft
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OpiTion and Order and advucated by IEU and C?rmet.
Accordingly, the Comn"on affirm its decssion and dextim
CCCIAf'}tgYs request for rehealng as to the merger of the
Pi'RR rates.

(55) ABG eTresm eoncem that tPw PIRit mtes wfli be 3r: efEect
until Deoember 31, 2018, while dse FAC rate well expire H►itb
this ffiP° on May 31. 2AI5. OEG r^asme that as of Juaie 1, 2015,
the rates for meW as►d cap" vaF1l. be the same fat° OP and
GSP rate xames. UBG zespaests ftt the Conmibsion clarify that
kt Is not prectuding the merging of the PIRR ratm after tiee
eurmt SP expires, 4OG reaw= that magmg the FAC and
1Pl#Ftt rates for earh rate zone wa2dd reduce #he a4mirdstrative
cosnpie9dty and bu=det^ ftaem efteau.y, a^.l atign the
^^^ of the FAC and Flitit with the ot§ ►er AEF-Ohisa rider
rat".

Szuaplificataem of the auctiarr procm for auction parlicipaxtts
does nat justify . mpwnms. the defetred fuel expense, balarwe
incurrett fos the benefit of UP custotam at ft oqmm of LSF
castDnms 'Ti►e C fon will omtinue to monitur AEP
CN®°s oubbading deferred fuel expense balarwe and may
reconsider its decision on the merger of the FIRit. aca4 PP,C
ratea< However, at #h#a Him we axe not convhred by the
argumoto of dHG to reverse n= decWon hi the Opinion and
Ordet: Acc1oordingiy, we deny tise request fos rehearing.

Xtii. GY l^ AMPF..AK D t^ tt^r re °rrnr^ ^arri^rt

(56) 0CC/APJN vff-er that the .. ic,u advee,ely affftied the
rights of the sipstcsy parties to the lBE/PDR Stipulation In
Case Nm.11-55G8-EL-FOR et sL by mmSing ER/PDR rates
In this p _' g. OCCJAPJN asserrt that the pmtes
env dsepwate BEIaDR rates for the cSP and OP rate
zones aft& the merger of cSP and OP.

.ARP-atw masons tcw OaCsAPW$ mrmmt to manYmin
sepazate EE/PDR ral^s Is witlhvut merit and notes that the
C ..on spe^mca.ul AOW that tai amen , as a
result of the mrerW, would be re<tiewed and rate maftm
xesolved in 6-#s pr ftSA AEP-mh.ia supports the

62 ts ra AEP^01da. G^e Na.10-737fr^E^-LTN^ ^te^+et? (Niicth?, 2012^.
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C`'soat's decjsion and asks that the Couwdsdon e.ieny this
request for 3ehearin

In light of ifse fast that the Cammisdoti mffirnied AEP-Oktio's
nurw on, A+Larch 7, 2QI2, C30C/APjPt should have been aware
of the CDaurdsdor's plan to oortsider the uwging of CSP and
OP rates as part af the M proceeiiing. 1Furtlter, the
Coin.agnion notes t1Tat xtot2ung in the EH/PDR Sdprrlataon or
the C7pinion and Order approVittg the Stipulatioaa confirms the
awaiiom of OCC/APJN thafi the pa.rtWa acpected ft RE/PC1R
rabes to be sepacateiy maintalned aft the rnerg+a of CSF and
OP. In additiott, OCC/APJN assert fn their application for
rehearing that combining the EE/PDR rates prevents the
Mties from recdvhig the Nrwfit of the b° rewJ*d the
BR/PDR atipulatioee.. We daefcce deny the request for
rdlearang.

)CN. QMBM

(57) ARP'-AW merts ftt the C:o.dsdows faiitttiu+e to estab33sh a
fkai re9eonciUtion and true`up for the gri MT rider which
will expue prior to or in c ,vn with the end of ft 85i'
terrnr Magf 31, 2015, was We.

We grarat AEP-Ohtds -requw for rehear#ng. Aaeordfngiy, the
C.. ..on cWffim and dkecb that witlain 90 days a£ter the
expiration of tteks MP Z AEP-{Jhio diall. make a Rlaag with the
Carimission for review ar ►d moiasiliatfon of the fiezai year of
the P t gui R7F xi^.

A'v. ^OI`±IONli^ D^l ii^t' R_mt^2

(58) QCCIAPIN re;uew UM roqaegt on retmmg Umt the
C=Wsslon Order AHP-Ohlo sharehotders nwlntoin the

'p wiffi Ohio (PWO) fund at $5 xzuMlo,n per }ea-r and
to designate $2 mfllion for the Ale.igitbor-bo-Ye1 • progarxa.
t7CC/AIAjI+d ar'pe that ft fon°s faRure to addmo
their request to foand the PWO aand Nes Neigktb=
Fut4r, widwut eacplauation, is vxiaAil mder Saction 49II3.09,
Revisect Code Purtfter, CX0C/AFAT zeiterate that it ia utjuat
aqat unrwwnable for the Ca n riot to order AEF'-Dtuo
to fmad t€* PWO progiraaa in Iiglg:t ts# the Eatt that the Opit4icn

^' ^ the Camp^ to re$nsta^ d^e C?hio
/AAPPub note tlat the c ion ordered
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the funding af the +Dltio Growth Saaa ►d in its December 14, 2011
order eppraving the 53ipulaticoia. OCC/ APJN argue that ft at-
risk population is also facing extensat;iig econmnic
circaranstances, particularly ut southmt OWo sera►ed by AgP
OW. OCCJAPjN offer that at-risk papsetadons axxe to be

to the poii,cy set forth In Sectir,n.49?.8.4?(t),
Robed Code.

The CouwnissFuu notes filsat pr ' vane made for the PWO
to the benefit of res#dential and lc ►w-imflnm customers, as part
of the Company's dbtrabuttitn rate csse.6s T'he PWO hmd
dhvcdy suppurb lowincom ftddexctia} cuatowms wiitb blll
paywant ass' The Cxnmnissicm conludedb. thersfoM
ftt the ftiLldifeg in dw dlstnltttl®d1t rate proceeding was
adequabe and 8ciditionat fiuasling of the PWO funda as
requesfed by CaCCJAPJN was uan: y. However as nofied
in the Opinion and Ucider, the Ohio Growth Fund, Omatgs
private sectar economic rlevelopment sesaums eo support and
work in conjunctioag wvith other resources to aitract new
invabnertt mnd improve jab powtii znt}tiio" to sttpport ClWs
ecamamy. For ttu reasws^ the Commission did not revise the
Opinion and Order and we deny +QCC/,APjN'sagpSicaHan. for
rebearing-

XVL -MWMARM

(5^) In its appt:caEiotc for reheaxing, ABPsJtyca sngSests that the
CDMMWM Ca!$iy that under ffie 3WriY1 damge rE'COVQA'y

ncec `s Vftemba a1 filing prtrcectume, acttoff of
Se 30 be eshblaslW for a1I expenses inturxed. ABP-
OIhiro apmes that the clsri&Atirnt wuuld allow any quuaidying
exPerea that accvr aftex° Sepwmber 341 of each year to be added
to the deferrd balance and carried forwaxd. AEP-01tiia notes
that ^`t &cut W.fd4teg if an ia3d9Xe^ ocmrR late lil Gile

mgcartiatg year, oTwm may not be amasanted for at the t'sute
of the ^ tba 31 fidin&

In its memaraardum cMtra„ OCC/APJN poW out that ,4EP=
C?hx®'s request for cTarsficmmtirnt would resvlt in customers
ammdng catrying costs for any costs that xcmy be itmrrrad
be+.twe^rn Kkt.ober 1 and . 31. Aa an al ,tive,

63 !as n AEP-Okb, can Na i13St4iL-AIItrOpiedan and orda si8, 9 wemaw1^ 2D71).
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OCC/AFIAT the . on consWa a pxovisionaMt-A
altowLttg AE4'•(Mo to aruend its Mivg up to 30 days after the
December 31 dead2ine to include any storm coeb brlna the
mrith of I3erestber that were not brelutled in the .
filing.

The ConuWsgion EixAs tbar AEL'-CAhmo's applfcation for
reheartng shoYxld be g ted. We belfme it is iatiporbaztt to
acmunt for any expenses that may occur }ust paism to the
December 31 fidin& however, we are a}w se•nsetetre to
CCC/AWs mcern about cariytng oado beia4g hxvrred over
a d1nee-mqnth perlot'! as a reezEl.t aE AHP-C311i®°s reqSlesL
Accordir►gly, we find that under the st(xm daniap recovery
mechaubm In ft event aRy ccft are inctaired but not
accounted for prm to the Decmtaer 31 filing deadIiue, ,AEP.
Dhda may, upon priar uotiSmtioa to the Connmission in its
Deomnber 31 filing, amend the filing to irdude a!I fmuarecl
costa vvithfca 30 days of the December 3153ing.

XVIL UR£MRIDER

(60) i'IG7 and LRG7arpey as each did iµ dpRLT . v^°. tliliW/, iAlpt

" dktates o# Sections 49?B.143(B) and 493$.64M. Reiiied
Code, require thv GRR be es9ablistted as a bypamble ridez.
FES, +'^ iknd vs.v,A,a da• request rehearing on the approval of

the GRR on the bsds that all the stahatory reT of
Sectior< 4928143(B)(2){C), Revised Code, he►ve x-o't beert met as a
part of ktus 1SP. 1FES contends that Sections 4M.143{3i)(2}{c}
and 492", Revised Gode., ue irreconaable and the
specWtzed provision of Secbm 49Z6.64, Itmseei Code,
pnvae4s. OCC/APIN adds that the Ca's creaEzon of
the GRR, even at zern, a Eect Ubau law; for thwe reamns,
FES, Yfa[I, Wd OCC/APJN sub,mii t4* the GRR 1s usireasonable
axtci un]awfuG

Each of the above-noted requeas for r $ es to ttw GItR
rfiechanism was previously conddered by the Cvmsiissfion and
rejested in the f7pinion and (h°dex. Natltbng oEEered in tbe
appluatitons for rslteuing pemades the C `on. t1mt the
(QpWm and Order is unreasonable or vulaw[u1, gccardirigly,
the appllkaftns for * an the esta t of ft GRR
are denied. Pordw, the C;t► nnotes that t te+ recently

..W&

00151



11-346- M, et al^.

concluded that AEPrOhio and Staff fetled to make the requWte
demmstratIota of aeed for the Tunting Point project,64

(61) I8U atgum that the knguage in Section 442f3.06(A), RwAsed
Cocle, impaem a duty on the Comnabsim to ensure that the
stitte poltcfa set forth. in Sectioz: 4928 O2, Rerrised Code, ara

tett. .irty* Aorsndty v. PuW M Cattmt., 114 Oltio St3d.
305 PM. ISU contwtds the adoption of the GRR vivl8ws ftte
policy axid conflicts the Capacity Chdez, tn w2uch where
the Cornmission sietsxnvmd timt macketbased mpacity pridrig
will stdmulate true competit[oae amoxeg snppiiers 3n AEP-C?iuo°s
servtce territory and kmt shupping, tlum, lm.piicitty n*thg
that above-zsarket pxkictg is compatible with Secti.ott 4928.02,
R"tsed Cc+defid

°tU CamrniWwn aeo#es tteit 4be Supreme Court of ONa
datunilned that the policles aeE forth In S . 4926.02,
Revised C4cte, do not unpose strict reqo3reenents on any given
pzqpm but ainnply expms mte poliry and function as
gtude2it,es for the Cmmiodm to we%h in evAuating utility
proposaIL166 IEU doo riot spedficokUy refaence a pazdcular
para h in Section 49Nt32, Reviaed C'ode, suppoting that
the GRR is uatiawfnl. N s.as, the Commission xeitarffiee,
as statett in the t?pinton and Order, that AFP-C)hIo w4utd be
requirect to slun the bm-ab of the project with all a ,
shopping and non-shoppittg to advame the polides stated in
paragaph (H), Section 4929.02, Revised Cc,eie-

XVBL

(62) PES argm that the appkaRiora did not Wude a d+rsuzpidozt or
taxi& a a PTR arel, accorrlingly, did not request aYrR
to be inaxtiag established at zero. FpS submii4s tbmt ttwe is no
evidence and no justifttion preSezited iss suppoxt of a PM
and, , the Co n's approval of ft 1'TR is
unreasonable.

ABP-,^ ruponds that PWa claims are mKeadmg ancl
ozronwns. ArA1P-0hio cites the testiimanir of . tVelqw

.56-

b4 In nt .+tEP-OJsfo, Goe Nna, 10-SM4UFf3R and 306Z:RIrFM Ophdon and Oxder at 2'3-27 oamary 9,
2054

rZ rn m A^^ ^a. csa^ uo. ^a^.^t,.urr^, a^aon and ^der at^ ^elyx x^nx).
^ ^711! At ^Bb[QI^QS ^^ (^0. 6t Otu ^ ^D ^ ^ r tt a^a ^1`^"^°^.
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wrbic& includeel a complete descnipttozt of tte PM. AEF'-Ohao
notes that the Commission, was able to dWmm tle structure of
the PTR end approved the requw. AEP-Ohio a$serts that
FES's c4airtns do not provide a basfs for rehearing.

F.^,S'n ::rpments as to the desnr?ipttlon of the FIR In the
apppiication overla* the wmirnmy in the rwm-d end the
directives of the C.ouuiussion. As spedfieally stamed in the
C?pisdon and Order, recovexq ander the P1'It is contingent xtpm
the CorrunlaWs review of an apptsca#ton iyr the Company for
such coob and any recovery un,der the PM must be sy
auftrued' by the Commissunv P are, the Opcndoat
arut Chda eunpIsasixed tbAt if AEP-41uo oeeks reeovery under
the PM it will ma#x►taia the burden set forth in Section
4928.143, .. CodeA Ac • y, ft CommMon de-des
the request of FES fox reheativtg on this isaue.

(63) Mt1 aW subauts tlmt the F'Tlt (as well as the capacity defecral
and RSR) vWates corporate mparatian my;taivmeFtts in tIW it
opentes to a11ow AEP-C3bio to favor its affilhte and ignore the
stdck sepmtion betwm competitive and no"ompetittrre
secvises, Sgedfkatty, MiJ contends that Sedboca 4928 df2{A),
RevisW Code, gzohUts the =ecove.ry of any Spnera . ted
cost .o diskribution or ..aa9, mtes aftet corpcaras#e
eepsratioztis effective.

We find that IEU made shxtilar a ts as tv g tion
asset divestibre. For the same remm sPatiW t'twein, ttue
Commlesion again denies IHCA's reguesis for nbealng.

(64) IEU atso conGend® that the P'TR69 Is urareasonable and unlawful
as its approval pmuts. ARP•Mo to recouery geiseratian-

trez+sitYon revenue when the bme period for recovery ofrelaW
such coft as passed, and tvbere the Company agmed to forgo
recovery of sitch costs in its Commisskm-approved setden*nt
of ^ L*-*k ftrositfm plan (S'rPj casm?o

IW P*Am aad C)rde: at 43.
66 I^d!.

-S7-

^^f ns^p ^s 6a^e arga^aertk esto t^e R^t and tlse a^ci9,y dbarg^a.
^ ru e^e M^ afsee A^a^ea ^fcct^br^. Sau^s ra^ cam^ra^ UAio Pouer Crn,r^t f^^gp^t

Vh* M*k TlOab*x Ptm Ad fbr.Raceipt nf Tronadcton Rcmuea, C4,se I3oa. 99-i7ZM!L.$T'P aed 99-ir3aM-EM, mdoxae^ 28,204
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As to IBt3's daim that the PiR b umUmM underft agreematt
irt the Et'1' cases, the CouaYssiort refects ft argwrtent As we
stated in the Opinion aknd Urder, approval of the PTbf
amchanism dom not ermn any recovery tD AEP-Ohio. AEP-
Ohio can ozdy ptarsue rewvesy under ft PTTt i# ft
C=n,nnisy'son modifies or amends its wrpoPate separation plan,
fil,ed In Case No.121126•$GLTNG.(C.orporat+e S `oat Case),
as to da`veat.itivre of the generati®n aesete only. Fcutter, If the
condittaxm precedent for recovery under the PTIt are ree4 ABP
Oluo has the btatqden tuder Seclion 4928.193, Rwised C+ade, to
deamsh-ate that the Pool Ap"numt bmefiftd Qhio
ratepayers over ft lazg-twui„ any JP'I'R costs ans3i/or rsvenues
were allacated to ®lua ratepayers, and ftt any cmts were
psu►dently aie,uxed and blen t8U made su 'Uy
. datins rgarduag transitfon cost and the ETP +caaes in

the Capacitg+ Case?z The type of traasit°:on cots at issue In the
FI'fx.' cases are set forth in Section 4928.39, Revised Code. We
fLxd that reaovery for lfvWne rcwenue amodaW ykh the
wrmn"on of ft Pool,Agz+eement is permissible under :S^ctioa
4928.143(S)(2)(d), Revieed Code, as dbmmd more #aUy brlow.
'ihus, we llnd Mt!°a and premature, In
addrtioit,,, fvr the samne reasons we re*tect ftse arpmeft by
1EU on re '. . In regad to the RSR and cagacity , we
^ these clais^s as to the PTR. IELt's request for rebearing is

(65) FE.s, Mt3 and OCCJAPJN rftson that the C . sion basecl Its
apgruval of the FM on Smdort 4928.143")(h)P R"ised
Code, which onty to datctbutlon savice and dcses notapplm
Include mmtives for trans3titmixtg to the c:ompeHtive market.
1FE5. MU and OCC/APJN offer dut the PIR is gematian,
based and has llo relation to • on wxvim. Ptlrtimr FM
offers that by the time the AEP Pao1 the gourat3on
amets witi be hdd 'by /4hl'-tJbio's generationn efflUate and any
revmue loss wTmiimced wiU be tltat of a tosnpetitive
genmbon providar According to FES and OCCJAPjitiT:
rsottft in Sectkm 4928.143(B)(2), Revised Code, or any other
proviai:oA of Oblo law, permdto a cou9getittve generation
provider to reeover lost revenue or to inc¢e ►t the elertafc
distribt:ition utiW to tzurssit€ete to a=ket. F ore, mS

71 Crpinlm ► and <Trder tt 49.
72 :Ttt nAEd'-lWnS CseeNo.'tQ-2MBGLTl+3C lJpW= ard Ckda at

48-
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reasons ftt sechm Rrnsed Code, a Y
pwhibfts aom-subadmhom IET,I I&eWm' claims that SKbOn
4928A, Reviged Code, atsligates, the t .̀aMr+Wa»t tr, effectuate
the state po2icim In Sectiort 4928.0Z Reviaed Code.

AHP-C3hac> rapllo that despibe the claims of lFB! IFti aM
OCC/APJN, Mtcttor+y authcai2y &Jsta for fhe a3aprdon of the
PrR falls under Section 4928.143(1B){2)(h), Revised Code, as the
Comusson & in its Ophdcm and{}rder. The PTft, is
aLsx a d, acmtding to AEN)Mo, ua ►dar Seetion
4928.143($)f2xdb Revised Coae, AEe-Ohlo ream that the
purpose of the Pool Agreeanent fs to s#ab7lfa,e the rates of Ohio
ccsstomm, thus clitrnion (0)f2?(d) of SectIon 4928.143, Revised
C.o4 eIso supporta the recovery of Pool Agrmnift cast, AISP-
C9hice s4ates. #n rWrds to the aWmient on cros"ubsk3€es, tlat
a s4plOwt portion of AEP-0hid'a revmm resWt from sales
of power to offia AEP Pool awraabers. With the teruixsation of
the Pool A t if tkun is a substattt#at deavem in net
revenue, under the prcrvisioz ►a *f the Fl'.Ya. the Cmpany
be cou+peawted for tnat net revenue aqpmfrom retafl cudomem

upcrn t1tb vemrjn& AEP-C)ivo that the i''TR is an
authorizEd counpomM of an ESP and was correedy aispaavecll
by the "on.

The siore rotes khat the Opinion and Order spxcffiralty
limited AEP-Ohicars xig'ht tcrrwover uz+dw the p'TR, oaAy in the
ever# this CttmtxiMon nwdifted or amended its corporate
separatiw plan as to the divesdtaue of i[s onassels,3
The Opinion and Order aio • suboct to the approval of
t'he corpomto wpazaticm plaii, that• AEp-ohfo divest its
gmmdon assob fxozn its elechic cilstribnitiom Wik assets by
traIlSfer bD W ti071 affffl8te.74 Fuidw by Finding and
Order mued an October 17, 7M2, In the Coepoxaft sepaxahon
Csse, AEP-C?hio w" gtantect appiraval to amaztd its sorporate
separafton plan to reflezt fUti stx+actuxel wrporaW separation
ar[ to tr er its Smemtion aseb to its gmeradon affiliate.
Applicatiaxs for rebarirg of the FWding and Order in the
Corpomie Sepa°atEan Case were tinnety filed andl the
Coazum3asion's dedsior► on the applications is curnenfly
pendi* 'tU Commissim , however, that 3f we effim

73 Opbian od Oadrr st 0.
74 14 D&M

.W
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our decision on rehearln& as to ft divati,tuze of the
gexsmtzon aswts, ABP-cDhio has no basis to putsae recovery
under the PI'R.

tJonetheleea, we grant wlming ' g the statftzy basis
for appsova3 of the PM We S.nd that Swtion 4928.143(BX2j(d),
Revised Code, supporta the adoption of the P'S'R.75 T1te
termimtFon of the Pool Agreement is a pre-nequislte to AEP.
t71da'e transition fio full scorporate sepaxadon. YJIt$
AEl'-Mo°s atave to fuli sftuctht.tal [oaporat+e separation and
CRES pmiriders secmiztg cagacitp im the markA #he number of
sexvke offem for SSO cusboniers aztd aboppixtg custotmers. wi11
Wke7y Irtcrease and impxove. On dW bssJs, WMdpation Of the
Pool Agreement is key to the usl'uent af effective
cocxpekittort and authoziud under the Eerms of Sft-Eion
49a.143(3)(2}(d), Revised +Corle. We are aiot dissuaded froan
ft position by the ctaims of C3CCJAFJN and FM. As
OCC1:APjN coxreL* asserk, revenues received as a resWt of
the i'ovl Agreenuat aae not aecogtized ixa the determination of
sfgxtfficartdy emnAve eaminp. However, OCC/APJN #ails to
reeopin that the lanpW of Section 492834^, Revised
Code, se° cadty exclude saeh temue. We alecs xnote, that
vsrhiie effective corngetition is Indeed the goat of the
Commisdon, 5ecti.on 4928.02(f3.), Revised Code, does not
slrickty prohO* cmus-subsidixation. The flWo Supreme CoarE
has ruled that ttue policies set forth in 8ect{ott 4928,0Z
C:od:ei do not uxepose staick requhwmft on any givan program

RevEmd

but simply express, state policy m.d funcdon as guldelYnes for
the Cspandsaion to weigh in evalueting utilitq proposals 76

(66) IEU cl.aizn.a that Sectlon 4928.06, Revised Code, rama the state
poliaes set £oxth an Seclaox► 4MtY1, Revlsed Code, to
re+quirements. Etyrda Fosaadry v. Pubhc Utl. C;annn., 114 OlrotA
St.3d $05 MM. We mte, tlat rture recently, the Oluo
Supreme Court d ed that the policfes set forth in S

75 Smdoa#M 76(OVX4 UvWd t.̀oft sWo

-60-

T'eru, o®adU.iiom or to bftdom on ozlma shCppft 6ox aeajt ebm*
Samatkm
Q^VICe^ cauft^CeJOh

bnwmbifty,
R^ i^lla R^OlL pulafts ^^^ •amv&Mag

0[ SL O$ ^}wa!% f^9^, C^tl^f

futan

EeCOVay oE svxh defaMU, a® wosld beve ft effed of sUbMzing 0s Pt*vkbng calliSty
nprdwe "a &Ztvt sEllS°80@.

76 Inr^ AWke" of C&a*a Smtlaetee Paw G. tEad,.MOtdo SR3d 512. rt W3,2011431^3788
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49M.A Revwd Code, do not impose stiict req . to on
any giveYa pragrasa; but simply expms state gcxliep and
function 88 8Wde11xtes for the CAmmWtbtt to weigh in

evaluatang satcla"4q progsosals°y Cattsistenc with the C'aurt'a
x dling we approved the establi.qhanent of tfiue PTR aubimt to the
Cmpp+anp maldng a subwquent ffiing for the i sipa°s
reYkTw indIKd111g ft effixh78g(An of state p0lkim

XX
(67) In ita aggyliradon for re AEP-Ohio suarts that the

Gmurdsdm shauldhave approved the cYnpurate sqxtradon
application at the sasn,e tsme ftt ft L. the Opinion and
Ordzr or made approval of the Opu ►ian and Order con t
on approval of tiie Compan](s corporate separabon appt^attpet
filed in Car,prnraita Separatita Case. AEF-OiYia 2rrgves thiLt
structat;rat corporate separa#i®at ia a crtHaai campomnt of the
ESP widcb is necesmy for AEP-Ohlo to taansittam to
iatpienvoting an ancttOnt SEO. Thus, AEfi;'.t)hio x+aqttesb
tMt the CmwtMm clarify tsn rehearin& titiaf the MP wiU not
be efFective until the Gomm3esion approves A$MNio`s
corporate separation applaeation.

The t}pitfasa and Order was mued Aupst 8, 2A1Z. The mder
In AEE'-OFrf®'s Cmpmft ott Case was isac.tei Octaber
17, 2a12„ approv3ng ft mporate separaeon plan subject to
certain eondiEions, The Comn"on daies AEf'-OWs
request to niake the IM effective upon the approval of the

te separatiaat, plan. AEP-Qida had tie ttptavn of
designing its xnod°'tred ESf' application to inowporatc its
corporate sepmkbm plan or to timty neques;t cvnsalidaticm of
the Corporate Separation Case and the ESP cam, AIHP-Ohi,a
did not imdatalce eitiier option. Purtherwore, du rates and
buiffs in compliacve wLth the Upizueso and Order were
appraved and have :teen e since the itrst b3t#fn$ cyck of
Sepkmber 2012; Acc ' y, it would be urtreasnmbble and
unfair to make tlte effective date of #iw ES€' the date the
corpaxate separaliofl case was appzoved. AEP'-OWs request
for rehmrlng is deriied.

-61-

77 TnmA ^^Cat ^c^rC^.at^,1?^^3r^a^.3d^'2,sE^25,2^3i-C3M^i
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(68) IEU argcies that ft Opinion and Wer Is mdawfd and
cxanreagaasable to ft ectezdt ftt the C °'an approved tlw
cmditiang tratxfer of the gmftatior► assft without
d. g that the erensfir complied with Swtslm 492,17,
4928.02,, and 4928.1W), Revised Gade, and ibApter 49011.37,
O.A.C.

As we previousty` aatcrovrrl d AEP-Uhio did not request
that the Corpmte SeparationCase and the ESP proceeftp be
cotwlidafed. Thaefme, as was noted in the Opinion aaxl
Order, th^ primax7 couiderafitons in the ESP promding was
h®vy the divestiture of the goeration amlb and the egreemesnt
between !4ffi'Aho and fts gawation affiLtaw wotttd. unpraeE
SSO rates and eugtorners^. Tlte req ts for carpmate
wpmt[on malmd in Sections 4925<17 and 4M.1SM,
Revised Code, and the eppiacalale rnles 4n. Cttapber 49%:1-37,
O,A.C., were addressed in the Coxparabe• Separation Caee
which was inaed subsequent to the E?pixtion and Oxder in ttris
ms.t1er. As the imres rkmd by MfJ have subsequently been
addressed, we deny the nquest for rdwating.

(69) AEP-©hio also requests that the t;.`o 4on reoososider and
modify the disectives as to the politaticm ccmtrol revenue bonds

AEP-dhb requests thet, at a minimum, the
C on dariiy that the 90-day Ming be Ifu,dted to a
ddaona ^^ tlat ASP41fo custamers bave not and wltt not
mcua any additioza1 cow caused by corporate sepeiatim and
that the hold hmeless tebli to the additioa°.al
costs cansed by corporate separation. ABP4Qhio requestg
permWon to retain. tite PQ3'O or, In the dlterra5ve, antho^
AEP-Oitio to ftarwhm the PCTtB to its generation a€fillate
consWmt with the Corpomte Separettotx Case. AEIE'-Cllnio
suggest tttat the PCRBa be retained by AEP-Ohio until tlWr
respective tender dates and trazofear the Etab9lities to its
generation af$tsate with itcter'-asoompazey notes duAng the per"sod
behvftn c1.oig of corporate sqpmt ►vn and the resgective
tender dates of the PCRB. AEFrC3ttiio attests that eftt:ex option
offered would not caase to incttr any edditiarud
crwts that sould axLge hom icorpomte sepamtion and elimiatate
the need for any904^ BUrig.

We grant rebeaemg on the assue of the PCRB to darl#y aztd
, condabent with the C tnres decisio.n irt the

.b2-
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Corporate tian Case, 4iutt ratepayers be held bamtless,
In the Corparate Separa#acrn Case, in 'tism of the
Coxnpany's request for reheazing in this rnatter " as a
conditian of coxpmate sapazatior4 the Commfm3,oati ` d tite
COmpany utilize an tntemonspany note bbetweeze AEP-CDhea and
its grnwation affiliate whavin could retain the
P+C1RB and avoid any burden on AEP-aDhfo FJDU r&"yers°78
7"hus, with the Comaanisdoids decision, in Em Cozg ►arate
S+eparadon Case, ttie 90-day Mag pr&viovsiy ordered in ft
proceeding was no l onger -

(70) IEU aeguea that the Opmion and Order is umeasonable and
unlawfctit as It allom AEt'd3hiQ, the ekxWc diatrihuticnt ud[#.y,
to evade strict separation betweim coanpetitive and son-
cuntgeiitive servk*s and, as such fr^,auiates AEP-Ohio's
ganerat'ion affibate, tn vi®1a#icat of SK#ion 4928.27{A}(3),
Reviwd C'ode, affording Its generatfon aNate an undue
pmhrmm or advantage. Saanilarlpt, FES aspes that the
OpiWcrn and Order, to the edwA t11at it pemmt.ts A$P-Olu®, to
pam mvernw to A8P-Oluo°s genmtton afffliate, violates
Sectiota 4r928.,'t43(8)(2){a}, Revind Code, as the sbimto requim
that any cost reovered be prti,clerAy lnchxiing
purdMsed power acquixed #rorrt an afflliabe, According to FBS,
the record wkience d tes that the +caPacft3 price of
S18&88 per MW-day is si tly higher than the price ftt
can be acquimd in the maxAcet and AEY'-C3hio has not evaluated
the axraxtgeazmt with A,Bt'-Mrf'4 gftwmfm alfitiate or
cordWkred opWns availabSe in the competitive ouutet. As to
the . gh of Smeratton based reventtes from 5f30
crastoaxmrs, 2^'r cfaims tlmeis no rocord ewidertce bo suffppcart an
"arbitrais^y" prrce for awW and capacity ifrona S6C) cuatomers,
FES amerb tlhat A13P-Clhio'9 base tkxt rate 38 Y9ot based
on cost or mxrket and that AEP-Dhia argued "t the base
gexteration rate reflects a$3b5 per MW-day cltarge for capWty.
For tkeae reasona, F^ remm *at the base generatton
revenues zefiect an inappropriata croes-su.bstdy and are a
detrintentaf the cornpetetYr►eum. . t

FenalYye IBUa FM: and CICC:/APA^." submits that the psss-
through of mennas froszx AEP-C1bIo to Its •on affWate,

" Ll rrA160 POW C ,OseN®.'12-1 ^ ^ OW& at 17•iS Pcwbr 17,204
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violates the ftte polacy sst forth #,n 6sction 4928.02(H), Rwnsed
Cpds.

ABa.'-Ohio replies thst AEP-Ohio is a captive se31a of ca.pacity
to support shmppfr+g load vauder Its FRI,t otsiiga4m ard is
required to hM that oWgstam during tltie term of tlus ESP
after c e sepwahn, AEP-C7hio states .four pakmary
reasom why PaYmmb to Its generadon sfffiate are not iliegal
cross subsiciies and should be passed to its generaon aff&te
sfbew corMafie sepsradon during flus ffiP Pirst, the

Worti appxav+acf #cenetaoW separation arA P,EPd31do is
pzeserdly a vertimIi,y-lnie ratUity. Secot4 dudng a
poafion of the tem of thls ffiP, A,l?P-Ohio wffi be legafly,
struwtursliy separftd but rmuk obiipted to provide SSC7
secvice at the Mrlff rates for ft ftitll tpmcn of the ESP. Tbird,
aftu cmparate segaratdoM API'•Ohio's ger-ftation atfiliste wiD
be ob#igate+d to support SSC? service (and capadty) and
AE['4Uliio reamm it is oztiy appMA&W that its ganneration
affiliabe receive tltie same gmwat#on revenue stmem apcaed to
by ARP-0hfo for such sesvice. FPftsally, ttfte wvt be aYt 5SO
agreement dEP-t3li3;o and us gematbn afmte for
the aer+vices, whtcl► is snbjeet to t3,e jw3sd9c:tion and agprovui
by the a Fnergy Regrlaoiay Co Woz ► (FysRL).
Purthaatoreo AEP-Ohio wms ttiat without the prnera#ion
zevmues the mmpment betwem AEP-ohlo and its
gowation aff'x13ate wiH not kike plaee. AEPd)hEn also e►obes
that Ff:s has supported ft approwh bebalf of the FiTf
Emgy operaft comPsnies fu severai y+esrs. A13P-C3bio
eondudes that the ir►tcrveners' cross-suWdy argumerb axe not
a basis for "Iwari%

FfM as we ftave nobed at • other thm In th"ss £xatry an
Rehnrin& ft Ohio 5uprerm Cowct has raIed tiiat the poHcfes
sd forth f nSection 492$.01, Revised Code, do not impoae strict
reqitkmaents on any given prop= but ainnp3y expmm atae
,palscy and fmvdm as gWdetdzm for the Commission to we%h
in evalnAtfag utititjr proposals.79

The C=wnlsslon recmdy approved ATsP•Clh3o°s applac,ation for
stnctucal eorpoTate separatita to faatlitaie the Company's
txansition to a arm • market. Given that the fierzn of this

71) dn reel ' vIC4wxbus Saartfkm p'aUsrCo. et aJ.. L3Ohio " Si2, atS2S6 2011-0hto-1788.
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EWr cm?Mte ation of ft gamatlm am% and AEP-
t?hYm's FRR oblipt4arm are not alived, .in the ophdm and
Order the Commission recognized that revenues previously
pa3.d to AF,i'-0hio for 890 acvire will be paid to its gmeraticrxi
affilia.te for the smvices provided. Hciwever, whale we believe
It is apprcpria te and resoxrable for rewennes to pass ftu Alp.
Chio to its tion afftlkte for tlw wvices pravided by m
neam wi11 we lpow Section M 143(B)(2)(a), Revised Code.
The costs hcwTed by AEF-Odo for 55O seavke wiIl be
evaluated for ppnc . as a psrt of AfaP43hio's
FACj • e audit. None of tfxe apnwto
prresented by M, IEU or OCC/APJN canvazice the
Comminion that ft decWoin is rar+reasonab3e or unlawful and,
dwefore, we der►y dw requests for rdmvxing of thaa issue.

It is, thmdone,

ORDER,RQ,1°hat 3'JaiWa uintion to r1e mar►carandum eontxa instaeitter is granfecl. it
Is, furthet,

ORDERED, rmt YjoWs request to vvtthdraw its reply numorandum fiiecl on
September 24, 2t31Z is pv%W. It is, furt3ter,

t?RDEM,'Tta.t.AI3P-Ohao`s moti+vxe to consolidate Is rnook It h, further,

6JIt1REFtED, Tisg.t t3C/APKs ' to str*e is eiezued. It is, . ,

OR1D ,Tha$ tE[d's request to review t€te peocedvxal ruthW is denied. It is,
hadw,

OItUE^Mr That the appl°seaationa for rehearing of the C • aat.'S August 8, 2022,
C?pizOon md Order, be sfenled, in, part, azul gmntesi, in par#, as set kirth tserdn. It is,
Eoriher,
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ORI? ,'ThAt a Gepp ®f tltis agtnitn arcd arder be smeci aai elt parties of ncmd.

1Hffi PtJBi.iC U'x'E .sC4 m IONC3F+CWQ

'^`^'odd er,

D. itsm Ancisne T. I"orter

LyruaS7aby

GNS/JyI'/vztn

Entered ^^ 3

Bag P. McNeal

seaetaxgr
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BEFaRB

THE PI.TBLt'C U CC3 . . tONC9FOMC3

In the Nlat#ex of the Application of )
Coduanbus Southern I'ova Company and }
4hio Power CDm,pany for Authoraty to ) C,ue N€s11,3&76E.-SS®
]Eatabl.bh a . Serviae Offer puxau,ant j Case Nce.11-348•EL-SSO
to Section 492&143, R Code, in the }
Pemm of an Rlwtk Swulity I'lan

In the Matter of the App3icadoaa vf )
Colmbus 9authern Povve7 C ; y aM ) C'.ase 2Jo.11-344•EL4AqM
OMo k'ower Compar ►,p for Appnoval aaff ) Case Rdo.11-350,-EI^1tAliW
CatRht A i Auttxeritye )

^^7CC7^YA ^Y C)I^ R^w^

Tbe C xonfmds:

(1) On Mamb 9(}1ZM UEuo Power CqmpUp (AE!'•f3lhi.a) fUed[ an
applimtioze: for a ftndaid saavice offa~r, in the fnm of an
elert33c sew* plaae M, In ammdace with &®ction
4928.143, Revised 4:cute.

(2) On August 8. MZ t}to Commiam boned its t7piniam and
Qx+ders appmvmg ABP-Jhio°e pmposed TSP, with certa,iirt
modificatiom (tyrdex). Furtttw, ft August 8 C?rder duscied
AEP-Ohlo to ffle proposed hW with the
CpindonacadChdlerby August I6, 2Q12.

(3) On A+u,gtaat 16, 2tDM AEC'-0t;av suhnftWd ite proposed
campliance rates and tarft to be eftective as of the Beefi ibMang
cycle of September 20'!2. By en" 9ssud on AuSizot ZZ =
the CmumUWan approved the proposed iaritfs ar+d rates to be
effecEiee with the first bMin,g tydo ofSeptember 2i32I

(4) Pursuant ta SeeUvtt 49M.10, Revoed Code, any parey wFa h3s
evtmd an appewame in a Cozimhsion pr " g may applp
for rehearietg vath respect to any matter d d by the
Cowar,Wm wzd-In 30 days of the entry of the order upoa the

an(sj

(5) On S rJ= AEP-OAiiV, ibLC RSU;W Company, Oam

PCkmy AhYAfflttUA1 atiAl1, bdYf.itW Ema u9EC8-C)bi.
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{1$tJ), W EnerV Supply . tam GMA frnarU Group
(OMABq and the Ohio Hospttd Aswdation the Ohio
Emagy Gmup (OEG), p,y Salutiam Carporati€on (fiq,
*►tlX by The Ohio Association of Scltoal B' ENfie7ais,
The Uho Schod Boards ' btan, Tfae Surkeye Association
of Schaoi Adniinistratama, Aztel 'The C>hio sctwis Gcsurica
(coC^ the Ohio ^Ss), and joir ►tfy by tt^ GMo

CMM (OCC) and AppWwMm Peacesr►a;ezst=
Network fOod applications for relvearing of the Cnrnrrdssior's
August 8, 2U12 t?rd:er. Memamda contra the variaus
applicatims for rdmring were ffiec€ }oinEt.y by Duke Energy
Ohio, l$6:. and Vi4U C .. Asset Management
l°'^.y FM, OC4./APN, A66.I, V1YSPiGVfvialyV1LiW.9/ VLgUy

Scfmls, and AEP-Ohio on S ber 17. 247.2.

(6) By sntay dated OcEober 3, 2W, tfi+e C..on grasafieai
rehwing for fa4her em-Wdaratiast ofde isnaEterS specified in
Ove^ appliatioaos fm rdwift of the Ordar.

(9) On January 30> 20I3, ft "Comuuulon ioued its Entty on
Rebetuing sddressiaag the meclts of the aaadaus apJpliraEiam far
xeh 30 f;t3R).

(8) On M®rch 1, 20iS, OCC and IEU filed applicatians for
. of the jaUuaap 30 BIJR. C3n Mmh 11, 2M3, AEP.

Qhio fSied a Uaa contra ft apgliem4fOns for

(9) In 11ifi a . t'iiHt for relwaing, MU argues that S2cdpli

4928.143(B)t2}(dj. Revised Code, does not provide the
Oxmrdnion authority to approve AEP,+Uhio`a retail stakffity
xiaer (.RSt). sp ,IEU states that the fact that rbe RSR
wiU result In a non-fuel bass gemmtion rate fruza does not
satisfy the reqwrements of Secticrzr; 4928143(B)(2)(cl), Rievised
Code, and the 'ti.on that the ItSR provides ceriainty
end stability gm .' ft manifest weight of tne evidenee
in ehts pmc . IEU also pdnts out ftt the Caaun"on
may not appaave a rider ftt causes the niodifted pSP to be lm
favorable ite the a te t'h.an a market catt +cffer.

AEP-0hia respands th$t IEU araW simiiar azpana.nts in its
5rst appiicatlcrn for faiis to raise any xzew
arvxxmto in Its second afrpfication for rahearln& ABB-0hlo

-2-
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adds that 1BU's ir ► ap 'aaf Section 4^'Z8.1W)(2)(d).
Revised Code, .aafly atmom the statscte In additivn,
ARf'-t,ltio potnts out that MU prevIOUSly raised mpments
regarding the stau" tW in its snitiat applicatim for

g and fa ta provide aAy newargmerj&

The Conwisdon fincls that IEU faiia to rabe any new
arguments for the on°s coneideration in its
applicatton for r In both the arrder end the entry on
xr.ki ` the Comrri3ssiond ' erl that the RSR is just3fied
pumzant to Section 4928,1"(2)(d), Revised Code. (Order at
32-A jsacay 30 FOR at 9M6). Ssautlarly. IBU previously
mised its wguments pft.. ft to the stau►suq test, wNch the
cotttrussimtiended fn the January 30 BoR. ,Accorditt*, rfSLtl$
application Cboc xeYt .' shrnald be daiied.

(10) In its applimtim for rdwain& oC:C da.4m tUt the
catitan of 4iu RSR as adarge relat+ed to defautg service in

not supported by the rebord, ®lolai3n.g SectKm 9909.04 Rawised
Code, and Smbm 4903 .I3, RgvLwd Cb&-

Irn Its uwuwrandum conlxa, ,Ar:P-Oh1o nVonds that the
Co on clearly oxp'faiat^.ed; laow the RSR falls fnto default
savice, and adds daat even ore of CWa wthmm agreed that
ft RSR te1a.boo to AIRJt'-Ohics`s generation revenues.

The C oxa .Eiiuls OCC's amipmnt of mror is without
merit ovd sloca?d be deiied. In the entry on xeheaatn& the
Com"Wm° ernptaufi^ that the RSR meets the statabay
csttesia cxoxtaired in Smdot ►M 143(0)(2)(d), RevieW "e, as
it is a charge relating to de#axdt service that provides oeutmya#y
and stability for AEP-[9Mee catomcas. 30 BOR at 15-
16.) SpeciftcaZly, the Coawd*fost explained that thw RSR
allowB for price onUitq and atnbtti.ty for AEP-t3jiio's standard
sawzae oft (SSt3) cus , whtch, is ABPOhIa's defiknt.t
sexwim for cuskmws who choose not to shop. (Id.)
AcaordhigIy, f:1+GC& ' t of eraor atwWd be rejecEed.

(11) In its applicatiott for ftbead^ IBU clabT,s that the MLOMM
rate ianpact cap fail.s to * the ueurred costs that may be
deferred, but ratim,r ozdy provides tMt AEP.iafhio may rlefer
the dffference In teeentze as a res^slt of dw customer mte cap.
In addition, D6Ci argues the Conmtbs€on should idftOgr the

-3-
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spedfic carViAg . that will apply to the defe:rred
amoaant 7EU stiates that if the Commission continues to
aythoriw the ccietcnw rate €rmpact cap deferaal, It ahotatd. set
the level of the ean.ytng chargw on the de£errsl baLum to a
reawnable level below AEF-C)h#o`s long or short term cost of
debt

In its m ulit contra, AEP+ObiLi pTOVld@9 that ft

mnyWg cost rate should be the wdghted avesage cost of
.. .d consisw*with C. Sif7it precedent and AEN:1},110'9

phm trL recavery r#der. ABP-C1hio opines t}9 th,e same
:regulatory p=tdples, oboudd be applied Ime, and atzy de£enals
under the caasbomer rate impact cap would aarue a cerrying
cEsage durizeg the patod of de#errai and a lower debt rate
c.hazge daarIs3g Ahe reoavery pe:W.

The C on ft& that 31,^J`a ap;pTiaiion for rehearing
slxoci3+d be denied, as the customer rate iaVact sap is

.. k purAint to Secfiara 492$.144, Revised Cnde.
5ectEon 49414$ Revised Codo, pamdes de Cm siose with
disaedm edabli.slt a deferral fiv onsure rate or pxke $tabiHty
for customw% wDtkh the cust+ae+nez rate cap establisim by
IianitiM any customer rate hxmfi" to no mare thm a 12-

The Coinmiesicat detennined tPus was
neasoW In its order, and emp hadzed it again 3skits entty are,
aehearin,g; (Order at 70; . . . 30 B7R at 40). Furiher, ft
entry on reheaing elaxflect that AB&'-Qio was endfilexl to the
deferrl of the lxycuxred coab equal to the amount not collected,
as weii as c.anying cosb assotisted with the deferrd. do
dartfy, however, thut these canying roetis "uld be set at Affi =
®hio's long te= cost of debt rate, as recovft°y of duw cosb are
not only guarantmd but slso are ca .. t with CcsnvmWon
precedmt F3au3ly, the collectian of Lhe deferral b an a n®n-
bypasuble ewrckeaW, and from any
potentfd ra.te increesies associatdd with AEE'+Ul.xifa's nr+iy
estabUshert non•bypassalle riders, amsistent with Section
4928.10, Revise,d Code. Thftefom as t1w matomer rat+e bapaa
cap connpliea with Section 4928.144, Revised C .̀nde, YEU'a
arguments should be dismissed."

(12) IEs`U argues ttM the Commias:ozt canxtct lawfully authorixe a
tta M bfe rider to recoves lost t3a,n mvenue
punumt to S+eitaan 4928.143(B)(2)(d)D Revised C'sade. IBE1

-4-
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argues t}rat ooady divisions (b) and (c) of Section 4M.I43(l9)(2).
Revised C.ode, allow for a tlon-rdatecl, no[r .. . 1e
c.lwge for the recavery of ca ' accsts. Therefme,
aecxardiri$ to IRTJ, theac is no ' bwsb under Section
4928.143(B)(2)(d), Reviftd Cod% to approve the Pool
Tersccimtim $tda (gTR).

AEF'.UIu® notes tfu►t wbite Swtt.ois 4928.1930)(2)(b) " (c),
Revoed Coc1e, s p re+qarixe that the riwges establisbed
there under be:xare Ie, eubdivision (d) conWm no such
xequireazrent ARF.t72tio reum t3at swtion 4928143(B){2j{ci),
RevLW Cole, specfficalAy grants the Commbdm the audirnity
to establiah a r►m-bypassable cherge as part of aat FSP.

The Ccaznaaisskn► $nds #hat 18i3`s argumme is tisritls.au.t meri#.
Seclicn 4WA.1 2}(d), RnIsed Code, specifically perm{ts
the C ' an to cansider the iliclt° of tbe "[tletana
cofv3ifaona or thago relating to l.lan.tlaifcrns on castcmw
shappinglEoa° retail eleetrc g+"nerati(vn sexvsce... as would have
the effact ®f 3tab02sng or providing cwWkq regarding reta#1
electric service as a comporient of an BSP. The r-onunWdon
in.terpreta the language in this sectim to Vtant the Comr"on
the auftdty to appatsrtre a patculm comporait of an ESP as
fsy e or n ble. Thus, we deny IEC]'e areqctest
for relaearfx►g.

(13) I8t3 aleo argues tfiat the Conwdwion faUed to uulce the
necemary findngs to d,eanorLsizate ttAt the P'IR would have the
e,gect of subiiUzing or providing certainty reWftg aetaii
electdc serti►ace. MCI mos that notfidrig ixt the swarrd in ttds
c.w demonstrates that tlhe Pool Ag,meamt prevented an
auction for the proenitm of s4atedarti offer service Mt')) and
did not have any bearft m the CD •^'a torwlnsion izt
I$.̂ 'ON0'8 C$paC{tj7 CAa"e.l AccOYdlCtglyr 8aD6i 1'eAHOI?R that
there ia no basis for the wn to ccsnclude tfsat
t tian of the Pod Agreement is "key to the eamdalishment
of effective 'on," IEU mswft that the PTR recnvexs
kom retaiI custoams lost wholesale Pool Agtemmt zeaettae
asv3 sWfte AEP°ows tvholeWe faks to aetag cusbpnws.
I'lterefore, iEU satmits that there fs no basss for the
CouunWon to find that the PTR hae the effect of providing

^ lu dtA^P-Q1,^, ^ase Na !Q° IJNC, ^^y 2, ^122).

^
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certaaa►ty or sb.tn'laty m the pravisdcr} of rettall eledrc mvm to
retail customers.

In its numorarulum contra, AEF-talio subrnits that 1.8U`e claim
that an ina-eaw in aervice offsrs is nnt equivalettit to ceftinty or
stabii3ty in service is misplacscl. AEP-Qhio atates, as it and
other parties to tTais pvxeeding have pmviously aw-rted, that
tltie naWe of the Pool A t hae *]iy bew tr,
stabilize rates for Ohhic ra"yers and, on that b, AEP`-Okio
claidna tihat the PTlt, fimefom quatifiea as a chup that would
have the effed of sbMzing or prorr}ding catmq reWding
ret,ail electric service in compliarice with kt°e requireimnis of
Section 4926.143(B)(2)(a). Revised Co& Furtber, AEP-oNo
eaphas3zes the rationale offered in the Au,guat 8 Order, that
the FTIi sexves as an kwwjlve for AEF-)hia to move to a
compeEf4+ve madtek to the bme€'it of Its shopping ar►d' n'On-
shs>pphl custoumm Atrdmmore, AEP-Oh'so explabns that the
rationete offered iri the August 8 Order ia wnmtenE wft the
reasonkig offered by the CommbAon ue the january 30 BOR.
whicb is ematWy that teast of the Pool Agreemgvand
. in savice offers L°&ely wfR promo* price stabflity,,
ftmgh the +devetopar►erit of a more robust and tr t
retall elecErk scmke srark+et. With that undmtmftg, ABP:
(7hio reasom that the Coamisdm properlyrIp d.e tE+at
SecWn 49281"(2Xci), d Code, authorm the PiR
and aciequateiy expkdned the basis for fts ctec#don.

We find no merit in IEU`s cWtns ftf the Commiss`cnxt fatIed to
make ihe necessary findings to d te that the PTit
would have the effect of sta b' % or providing cuWrq
x teta3l electric swvtce. While tlae Commtsdm
recottstd.ered Its statutory ba,sirs for approval of the PTR in the
January 30 BOR, the rationale for approval has not cb .
As noted in the .Augrast 8(hder "tte FTR serves as an ineertivc
for AEP>Oblo to move to a competitive ma:rket to ft beneft of
itB ataoppueg and rKMt-sIWPpMg , Wtthout mprd to
the possible loss of revenue ted vvitth the terraination of
the Pool Ageome (Clrder at 49j, The besb for Ohio eectrk
utiliHea trwdtioning to a competitive mar$cet is to enconrage
retai electcit suppliers to pntsue nte4umets wit}t avaziety of
service offem. A coc '. market will uMnaWy result in
more offers for remil elethnc :smvi,ce for shagapuqg cudmwm
and put preom on ASP-Ohio to aeWn e ►onvsbapping
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Cti$#OIwS with better arnm of.e[ffi. Nonetheless, the

Commision ITk12tC'd AEP-OhA`6 e4d 6D r@06'1YEI` under the

PTR (J . 30 BC)R at 59-60), and even aauxaing that the
cvnditicirrs for pursung zeovery under the M were met,
AEP-t77his► masxs the burd.en eet forth In Secdan 4928W,
R,e+visci Code, to #'zrat $te an appliratfon to "cl te the
eacborit to which the Pool Apvement benefitted Ohio ratepayns
over the I€rWtaam and tlae odent to whirh the costs mnd/ar
reerenues ahoWd W allocated to C3hhia ratepayam.., that any
recovery it seeks under the PT"R as bawd aapon coft vshkh
were prademdy kwwTed and are r 6de (Order at 49j.
T,hus, at this ju , the PTR h,aa oniy baen approved to
facflitate. the pqssib7i.ty of recowecy. The vn fin4s
that the rationale preR ►iously offered b nlftcmt to allow A,BP
^^pc^t'^aty' to file an applicatt^ for recovepy under the

, we deny IIsU`s app3iretlon faa rehearing.

(14) Bs'xoal}y, IBU again , es argued in ils appliation for
retwaring of the August 8 Order, that the appxaval of the P'CEt,
violates Swtiom 492$.0*i) and 9192817, Rwiiwd Code 1BtI
subanit$ that Section 4M(}2", Rolsed Code, pohffwb the
rec4vezy of any ttott-reatbed casts througli dishAuHon
cm oraabea after cc►rptfeate eepxatioPt is e#"rve.

In reVam, A.EP.Mio notes that dw IEU r,ude the sanne
argmnents in its ag,pliCafim for rehearen& of the August 8
Order tevlhich were rejected by the - on in the January
30 BOR AEI'-Qko reeeraymends that the CoamWion de&m
to consdder tlle arpment again on r6ming.

In yet another atbmpt to sttppoit its'azgrunen.ts about Swtion
4928.02(M, RevzW C4de, IBU ratretsates the januay 30 BOR
and the Spom. Ueciston.2 We tisoraughiy cor,sidered and.
addlresed these ctaime in the )anuaay 30 EOIt. IEU faits to
raise any new argwxmts which pmmde the Conmisgon ttw
approval of theh'TR violates Swdono Mtl2(Fi} and 4928,17,
lfievisad Code. Thus, we must again deny MU'$ request for
rehearing.

It iey therdore,

^ Iva se ^ Paaati gr, ^l^^o. Ifl-L^^IB;U$, F' ^ id, ^12}

e7-
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CA2t37ER,That the a,pp9iatiosm for xeh . a£ the january 34 EOR fded by CCC
and IBtJ are derbied as` It is, fuxdw,

ORDERED, Tkat a copy of d* Second Entry on fdgadng be served on a11
of record.

^ 3̂̂ ^:^ ^ ^^

Steven D Lmm Armclm T. Po^

.,^,--"°^-•

-7 Lpru►Siab IvL BethTctrmbCS

THE P UC T3TYLIM CD ION OF OZiIO

'T`cdd .A. rI ^er, chaimm

caMlTjTIvrm

EW=W in the joaaaal
2 7 lalz

Barcy F. Mc.NW

SOMI"
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BEFORE

THE PUBLIC UTILITIES COMIvIISSION OF OHIO

In the Matter of fhe Coxnmission Review of )
the Capacity Charges of Ohio Power } Case No.10r2929-EL-UNC
Company and Columbus Soutliern Power j
Cwompany. }

QPINION AND ORDER

The Commi..ssion, coru.ing now to consider the evidence presented i:n this proceeding,
the transcripts of the hearin.g, and briefs of the parties, hereby issues its opinion and order.

APPEARANCES:

Steven T. Nourse, Matthew J. Safterwhite, and Yazen Alami, American Electric
Power Service Corporation, One Riverside Plaza, 29th Floor, Columbus, Ohio 43215, Porter,
Wright, Morris & Arthur, LLP, by Daniel R. Conway and Christen M. Moore, 41 South High
Street, Columbus, Ohio 43215, and Quinn, Emanuel, Urquhart & Sutlivan, LLP, by Derek L.
Shaffer, 1299 Pennsylvara.ia Avenue NW, Suite 825, Washington, D.C. 20004, on behalf of
Ohxo Power Company.

Mike DeWine, Ohio A.ttorney General, by John H. Jones, Assistant Section adef, and
Steven L. Beeler, Assistant Attorney Genera.l,180 East Broad Street, Columbus, Ohio 43215,
on behalf of the Staff of the Public Utilities Cozxunission of Ohio.

Bruce J. Weston, Ohio Consumers' Counsel, by Kyle L. Kern and Melissa R. Yost,
Assistant Consumers' Counsel, 10 West Broad Street, Suite 1800, Columbus, Ohio 43215, on
behalf of the residential utility consumers of Ohio Power Company.

Boehm, Kurtz & Lowry, by David F. Boehm, Michael L. Kurtz, and Jody M. Kyler, 36
East Seventh Street, Suite 1510, Cincinnati, 0hio 45202, on behalf of the Ohio Energy Group.

Taft, Stetfiir<ius & Hollister LLP, by Mark S. Yurick and Zachary D. Kravitz, 65 East
State Street, Suite 1000, Columbus, Ohio 43215, on behalf of The Kroger Company.

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
Industrial Energy Users-Ohio.

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

Vorys, Sater, Seymour & Pease LLP, by M. Howard Petricoff and Lija Kaleps-Clar&,
52 East Gay Street, P.O. Box 1008, Columbus, Ohio 43216, on behaff of the Retail Energy
Supply Association.

Vorys, Sater, Seymour & Pease LLP, by M. Howard Petricoff and Lija Kaleps-Clark,
52 East Gay Street, P.O. Box 7008, Columbus, Ohio 43216, Eimer Staht LLl', by David M.
Stahl, 224 South Mctv.gan Avenue, Suite 1100, Chicago, lliinozs 606K and Sandy I-ru
Grace, 101 Constitution Avenue N'W, Suite 400 East, Washington, D.C. 20001, on behalf of
Exelon Generation Company, LLC.

Mark A. Hayden, FirstEnergy Service Company, 76 South Main Street, Akron, Ohio
44308, Calfee, Halter & Griswold, LLP, by James P. Lang, Laura C. McBride, and N. Trevor
Alexander, 1400 KgyBank Center, 800 Superior Avenue, Cleveland, Ohio 44114, and Jones
Day, by David A. Kutik anr1.AIlison E. Haedt, 901 Lakeside Avenue, Cleveland, Ohio 44114,
on behalf of FirstEnergy Solutions Corp.

Bricker & Eckler LLP, by Thomas J. CYBriert,100 South Third Street, Columbus, Ohio
43215, and. Richard L. Sites, 155 East Broad Street, 15th Floor, Columbus, Ohio 43215, on
behalf of the Oltio Hospital'Association.

Bricker & Eckler LLP, by Lisa G. McAlister, 100 South Third Street, Columbus, Ohio
43215, on behalf of the Ohio Manufacturers' Association.

Jeanne W. Kingery and Amy B. Spiller, 139 East Fourth Street, Cincinnati, Ohio
45202, on behal:f of Duke Energy Retail Sales, LLC and Duke Energy Conuriercial Asset
Management, Inc.

Wlaitt Sturtevant LLP, by Mark A. W'hiitt, 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 behal.f of Interstate Gas
Supply,lnc.

Bailey Cavalieri LLC, by Dane Stinson, 10 West Broad Street, Suite 2100, Columbus,
Ohio 43215, on behalf of the Ohio Association of School Business Offi.cials, Ohio School
Boards Association, Buckeye Association of School Administrators, and Ohio Schools
Council.
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Kegfer, Brown, Hill & Ritter, LPA, by Roger P. Sugarman, 65 East State Street, Suite
1800, Columbus, tOhio 43215, on behalf of the IVationaI Federation of Independent Business,
Ohio Chapter.

Bell & Royer Co., LPA, by Barth E. Royer, 33 South Grant Avenue, Colurrcbus, C`^hi.o
43215, on behalf of Dominion Retail, Inc,

lce Miller ULY', by Christopher L. Mitter, Asim Z. Haque, and Gregory H. Dunxt, 250
West Street, Columbus, Ohio 43215, on behalf of the Association of Independent Colleges
and Universities of Ohio.

Ice Miller f,L.P, by Asim Z. f-laque, Christopher L. Miller, and Gregory H. Dunn, 250
West Street, Columbus, Oltio 43215, on behalf of the city of Grove City, Ohio.

OPINION:

HiSTORY OF THE PROCEEDING

On November 1, 2010, American Electric Power Service Corporation (AEPSC), on
behalf of Colurri.bus Southern Power Crsmpany (C'SP) and Okdo Power Company (t7P)
(jointly, AEP-Ohio or the Company},11 filed an application with the Federal Energy
Regulatory Comn:aission (FERC) in FBRC Docket No. f'•aR11-1995. On November 24, 2010, at
the direction of FERC, AEPSC refiled the application in FERC Docket No. E1Z11.-2183 (FERC
filing). The application proposed to change the basis for compensation for capacity costs to
a cost-based mechaaiaszn, 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
trammission organization (RTO), PJM Interconnection, LLC (PJM), and zzicluded proposed
formula rate templates under which AEP-Ohio would calculate its capacity costs.

On December 8, 2010, the ComrnBssion found that an investigation was necessary in
order to cietermine the impact of the proposed change to AEP-Olh.i.o`s capacity charge.
Consequently, the Coirunission sought public comments regarding the following issues: (1)
what changes to the current state compensation mechanism are 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
(LSE) witihin PJM; (2) the degree to which AEP-Ohio's capacity charge is currently being
recovered through retail rates approved'by the Commission or other capacity charges; and
(3) the impact of A.EP-Ofiso's capacity charge upon CRES providers and retail competition
in Ohio. The Commission invited a3i interested stak.ehol.ders to submit written comznents in

7 By entry issued on Maxch 7, 2fl12, the Connaussion appxovea£ and confarm.ed the merger of G5P into OP,
effective Deceraebex 31, 2011. In the Matter of the Application of Ohio Pawer Company and Coiumbus Southern
Pacver Companyfor Authority to Merge and Rednted Approvals, Case No.10-237b-EIrUNC.
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the proceeding within 30 days of issuance of the entry and to §ubmzt reply comments wit.hiza
45 days of the issuance of the ezxtry. Additionally, in light of the change proposed by AEP-
Ohio, the Commission explicitly adopted as the state compensation mechanism for the
Company, during the pendency of the review, the current capacity charge estabiished by
the three-year capacity auction conducted by PJM based on its reliability pricing model
(R.I'Nf).

On January 20, 2Q11, AEP-Ohio filed a motion to stay the reply comment period arnd
to establish a procedural schedute for $xearing. In the alternative, AEP-Ohio requested an
extension of the deadline to fiie reply comments until January 28, 2011. In support of its
m.otion, AEP-Ohio asserted that, due to the recent rejection of its application by PEItC based
on the existence of a state coznpensation mechanism, it would be necessary for the
Commission to move forward with an evidentiary hearing process to establish the pxoper
state compensatioxt mecharuszn. AEP-Ohio 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 exa.mi.ner granted AEPe(lhio'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-C?hio`s motion for the Commission to establish a procedural schedule for hearing
would be considered after the reply cornment period had concluded.

C?n. January 27, 2011, in Case No. 11-346-EI.-SSO, et aF. (11-346), AEP-Ohio filed an
application for a stazadaxd service offer (SSO) pursuant to Section 4928.141, Revised Code.2
The application was for an electric security plan (ESP) in accordance vaith Section 4928.143,
Revised Code.

Motions to intervene in the present case were filed and intervention was granted to
the following parties: Ohio Energy Group (C?EG); Industrial Energy Users-Ohio (IEU: C3hio);
Ohio Consuia.aers' Counsel (OCC'); Ohio Partners for Affordable Energy (OZ'AE)s; Ohio
Manufacturers' Association (OMA); Ohio Hospitai. Association (OHA); Direct Energy
Services, LLC and Direct Energy Business, LLC Oointiy, Direct Energy); Constellation
Energy Commodities Group, Inc. and ConsteJfation NewEnergy, Inc. (jozntdy,
Constellation); FirstErr.ergy Solutions Corp. (FES); Duke Energy Retail Sa1es, LLC and Duke
Energy Commercial Asset Management, Inc. (jouttly, Duke); Exelon Generation Company,
LLC (Exelon); Interstate Gas Supply, Irtc. (IGS); Retafl Energy Supply Association (RESA);

In the Matter of the Application of Coiumbus Southem Pmer Company and Ohio Power Company for AutJwrity to
Establish a Standard Seroice Offer Pursuant to Section 4928.143, R.eaised Code, in the Form of un Etectric Security
Plan, Case Nos. 11-346-EL-BSC) and 12-348-EGSS(3; In the Matter of the Appiicatum of Godumbus Southern
Power Company and Ohio Power Company for Approval ofCertain Accounting Authority, Case Nos.1Z-349-EG.
AAM and 11-350-EL-.AA.M.

^ On Nmvember 17, 2011, C3I'AE filed a notice of withdrawal from this case.
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Ohio Association of School liusiness Officials, CUhio School Boards Association, Buckeye
Association of School Adrrain.i.strators, and Ohlb Scbcrols Coundl (collectively, Schools);
Ohio Farm Bureau Federation (OFBF); The Kroger Company (Kroger); Ohio Chapter of the
National Federation of Independent Business (NpIB); Dominxon Retail, Inc. (Dominion
Retail); Association of Independent Colleges and Llniversities of Ohio (AIGUO); city of
Grove City, Ohio (Grove City); and Uhio Construction Materials Coalition (OCYIC.').4

Initial coxzurdents were filed by AF,I'-Ohio, IEU-Ohio, OMA, OHA, Corstellation,
Direct Energy, OEG, FES, OPAE, and OCC. Reply comments were filed by AEP-C7h.io,
OEG, Constellation, OPAE, FES, and OCC.

By entry issued on August 11, 2011, the atto.mey exarrtiner 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 mechanism including, if necessary, the appropriate components of any
proposed capacity cost recovery mechanisrn. In accordance with the procedural schedule,
AEP-Ohio filed direct testimony on Aug-u,st 31, 2011.

On September 7, 2011, a stipulation and recornmerEdaiion (ESP 2 Stipulation) was
filed by AEF'-Jhio, Staff, and other parties to resolve the issues raised in 11-346 and several
other cases pending before the Comndssinn (consolidated cases),5 ineluding the above-
caistioned case. Pursuant to an entry issued on September 16, 2011, the consolidated cases
were consolidated for the sole purpose of comidering the ESP 2 Stipulation. The Septerraber
16, 2011, entry also stayed the procedural schedules in the pending cases, including this
proceeding, until the Comsnission specifically ordered otherwise. The evidentiary hearing
on the ESP 2 St-ipulatiora com.menced on October 4, 2011, and concluded on October 27,
2011.

On Decetnber 14, 2011, the Cornmissiort issued an opinion and order in the
cozasolidated cases, modifying and adopting the ESP 2 Stipulation, including its two-tier

4 C?n April 19, 2012, OCMC filed a corrected cover sheet to ii-s motion for interventioza, indicating that it did
not intend to seek intervention in this case.

In the Matter ofthe Application of Ohio Power Company and Columbus Southerm Power Companyfor Authority to
Merge and Related Approvals, Case No.10^2376-EL-IING; In the Matter of the Application ofColumbus Southem
Porvgr Company fo Amcnd its Emergency Curtailment Service Riders, Case No.1Q-343-EL-ATA; in the Matterof
the Application of Ohio Power Company to Amend its Emergency Curtaitment Service Riders, Case No.10-344-
EL-ATA; In the Nlrctter of t#a! Commission Reoiew of the Capacity C{rarges of Ohio Pawer Company and Columbus
5outherrt Power Company, Case No. 10-2929-ELUNC; In the Matter of the Apgrtication of Columbus Southern
Power Company for Approval of a Meehnn.ism to Recover Defsrred Fuel Costs Pursuant to Section 4928.144,
Revised Code, Case No.11-4920-EL-RDR; In the Matter of the Application of Ohio Power: Companyfar A,pprooal
of a Mec3ranism to Recover Deferred Fuel Costs Pursuant to Section 4928.14$ Reazsed Code, Case No.11-4921-
EL ItDIL
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capacity pricing mechanism. Subsequently, on February 23, 2012, the Conimission 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 Comznission rejected
the ESP 2 5tipulation. i:he Commission 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 Comrnission
implemented an interim capacity pricing mecharp.isrn proposed by AEP-Ohio in a motion for
relief filed on February 27, 2012. Specifically, the Comm-iission approved a two-tier capacity
pricing mechanism modeled after the one recorrtmended in the ESP 2StipuIation. Approval
of the interim capacity pricing m.echanism was subject to the clarifications contained in the
Cornmission's January 23,2012, entry in the consolidated cases, including the clarification to
include mercantile customers as governmental aggregation customers eligible to receive
capacity pricing based on PJM's RPM. Under the two-tier capacity pricing mechanisrn, the
first 21 percent of each customer class was entitled to tier-one, RPM-based capacity pricing.
All customers of goverranental aggregations approved on or before November 8, 2011, were
also entitled to receive tier-one, RPMbased capacity pricing. For all other customers, the
second-tier charge for capacity was $255/megawatt-day (MW-day). In accordance with the
Maxch 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 1'JM base residual auction for the 2012/2013
delivery year.

By entry issued on March 14, 2012, the atforney 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
hearisag, 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 Olauo filed a motion for extension of the interim relief granted
by the Comrrdssion in the March 7, 2012, entry. By entry issued on May 30, 2012, the
Commission approved extension of the interim capacity pricing mechanisrn through July 2,
2012.

Initial briefs were filed by the parties on May 23, 2012, and reply briefs were filed on
May 30,2012.

00177



10-2929-EL-trNC

IT. ALPLICAbLE LAW

-7:

AEP-Clhio is an electric light company as defined by Section 4905.03(A)(3), Revised
Code, and a public •ut#.Iity pursuant to Section 4905.02, Revised Code. AEP-E7hio is,
therefore, subject to the jurisdiction of the Comrnisssion pursuant to Sectiom 4905.04,
4905.05, and 4905.06, Revised. Code.

In accordance with Section 4905.22, Revised Code, alL charges for service shall be just
and reasonable and not more thar_ allowed by law or by order of the Corstttussion.
Additionally, Section D.8 of Scheclu3.e 8.1 of the RAA, which is a portion of PJM'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 all
load, including expected load gzowth, in the FRR Service Area,
notwithstanding the loss of any such load to or axnong
alternative retail LSEs. In the case of load reflected in the FRR
Capacity Plan that switches to an alternative retail LSJE, where
the state re,gulatory jurisdiction requires switching customers or
the LSE to compensate the FRR Entity for its ERR capacity
obligations, such state compensation mechanism will prevail. In
the absence of a state compensation mechanism, the applicable
a:lternative 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 tSE may at any time exercise its
rights under Section 206 of the FPA.
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III. DISCUSSION AND CONCLUSIONS

A. I'rocedural Issues

1. Motion to Dismiss

-8-

On April 10, 2012, as corrected on April 11, 2012, IiJU-OIuo filed a motion to dismiss
this case. In its motion, IEU-Ohio asserts that the Corsunission, lacks statutory authority to
authorize cost-based or formula-based compensation for AEP-Ohio's pRR capacity
oblggations from CRp`,S 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 dismiss. AEP-Ohio argues that the establishment 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 unnfiimely
position in its motion to dismiss is severely undercut by its previous arguments regarding
Ohio law. AEP-Ohio further notes that TEU-flhio requests that the Commission order a
return to RPM-based capacity pricing upon concluding that it has no jurisdiction. AEP
Ohio argues that, if the Commission concludes that it lacks jurisdiction, it must revoke the
state compensation mechanism established in its December 8, 2010, entry, revoke itss orders
issued in this case, and leave the matter to FE12C. IEU-Ohio filect a reply to AEP-Ohio's
memorandum on April 16, 2012, reiterating its request for dismissai 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 pursus.nt 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 ]EU-Ohio s motion to dismiss (Tr. I at 21-22). Upon conclusion of AET'-0hio'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). Agaizi, the attorney examiner deferred ruling -on
the motion (Tr. V at 1061).

In its brief, IEU-Ohio argues that the Commission should dismiss this case and
require AEP-Ohio to reimburse all consumer represerxta.tive 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. T.EU-Ohio contends that AET? Ohio's proposed capacity
charge is unlawf-ul and contrary to the public interest based on the common law principles
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codified in Chapter 1331,1Zevfsed Code, whiclt is known as the Valentine Act and governs
monopolies and anticompetitive conduct. IEU-Ohio asserts that the Valentine Act compels
the Commission to reject AEf'-Olv.o's anticor.xapetitive scheme to preclude free and
unrestricted competition among purchasers or consumers in the sale of competitive
gen.eration service. According to l[lEU-Mo, if the AEP East Interconnection Agreement
(pool agreement) and the RAA are agreements having the effect of precluding free and
unrestricted cornpetition 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 Commission 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
Section 1331.11, Revised Code. Apl'-Jhio adds that IE6J-C?hio's request for reimbursement
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 Commzssion finds that it has jurisdiction to
establish a state compensation mechanism, as addressed further below. TEU-ph%o's motion
to t3ssrauss this proceeding is, therefore, without merit and should be denzed. In addition,
IEU-C)hio's request for reimbursement of its litigation expenses is unfounded and should
likewise be ctenied.

2. Motion for Permission to Appeax Pro Hac Vice Instttnter

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

B. Substan.tive I.ssues

The key substantive issues before the Comue%ssion may be posed as the following
questions: (1) does the Coaaunissgon have jtxrisriictlore to establish a state co.mpensation
mechanism; (2) should the state compensation rnecharusxn 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 nu.rnber of related issues to be
considered, including whether there should be an offsetting energy credit, whether AEl?
C71uo's proposed cost-based capadty pricing-mecltani.sm constitutes a request for recovery
of stranded generation investment, and whether OEG's alternate proposal should be
adopted by the Cornn-iission.

1. I7oes the Commission haye jttrisdiction to establislt a state
cornp,e_ztsation rnechanism?
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a. AEP-Ohxo

-10-

Artide 2 of the RAA provides that the RAA's purpose is "to ensure that adequate
Capacity Resources, including planned and Existing Generation Capacity Resources,
pls.nned and existing Demand Resources, Energy Efficiency Resources, and [Interruptible
Load for Reliability] wil1. be planned and made available to provide reliable service to loads
within the PJM Region, to assist other Parties during Pmergencci.es and to coordinate
planning of such resources consistent with the ReliabiJ.ity Principl:es and Standards." It
further provides that the RAA should be implemented "in a manner consistent with the
development of a robust competitive marketplace." Under Section 7.4 of the RAA, "[al
Party that is eligible for the [FRR] Alternative may satisfy its obligations hereunder to
provide Unforced. Capacity by submitting and adhering to an FRR Capacity Plan."

In accordance with the RAA, AEP-Ohio elected to opt out of participation in I'JM'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 remain an FRR Entity through May 31, 2015 (AEP-Ohio ]Ex.101 at
7-8), and, accordingly, the Company has coYnrrdtted to ensuring that adequate capacity
resources exist vithin 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 significant.

$/MW-day_
PJM Delivery Year PJM Base Residual Auction Capacity Charge*

(BRA) Price

2010/207.1 $174.29 $220.96

2011/2012 $110.00 $145.79

2012/2013 $16.46 $20.01

2013/2014 $27.73 $33.71

2014/2015 $125.99 $153.89

•BRA ad" ted for final zonai ca aci rice, scalirtg factor, forecast pool re u%rement, and losses
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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 FERC fili.ng, AEI'-Cjhio proposed cost-
based formula tariffs that were based on its FERC Form 1 for 2009. Yn response to the FERC
filing, the Comm.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--0hio's PRR capacity obligations, Subsequently, FERC rejected AEP-Ohio's proposed
formula rate in light of the state compensation mechaxtism,

AEP-Ohio asserts that, because FERC lias jurisdiction over wholesale electric rates
and state cornznissions 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 mechaausm. AEP-C,)hio believes that
the provision of generation capacity to CRES providers is a wholesale transaction that falls
within the exclusive ratenma.kin.g jurisdiction of FERC. In its brflef, AEP-Ohio states that the
purpose of this proceeding is to establish a wholesale capacity pricing mechanism and that
retail rates cannot change as a result of this case. A.EP-Ohio notes that intervenors
universally agreed that the compensation paid by CRES providers to the Company for its
FRR capacity obligations is wholesale in nature (Tr. IV at 795; Tr> V at 1097,1125; Tr. VI at
1246,13fl9).

b. Intervenors

As discussed above with respect to its motion to dismiss, IEU-Ohio contends that the
Commission lacks statutory authority to approve a cost-based rate for capacity available to
CRES providers serving retail customers in A.EP-Uhio's service territory. IEU-Ohio argues
that, if the Commission concludes that the provision of capacity to CRES providers is
subject to the Commiss%on's economic regulation jurisdiction, it must detexinine whether
the service is competitive or noncompetitive. IEU-Ohio notes that generation service is
classzfied as a competitive service under Section 4928.03, Revised Code. IEU-E7hio
emphasizes that no party has claimed that capacity is not part of generation service. IEU-
Qhio asserts that, if the provision of capacity is in fact considered a competitive generation
service, the Comrni.ssion's economic regulatiozt jurisdiction is linxited to Sections 4928.141,
492$:142, and 4928.143, Revised Code, which pertain to the establishment of an SSC). IEU-
C?hio 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 Comzn.ission from considering or
approving AEROhi:o's proposed cost-based capacity pricing mechani.sm. IEU-C3hio adds
that Section 4928.05, Revised Code, prohibits the Coznrni:ssion from regulating competitive
retail electric service under its traditional cost-based ratemaking authority contained in
Chapter 4909, Revised Code. IEU-Ohio continues that, iE the provision of capacity is
nevertheless deezned a noncompetitive service, the C+orauni.ssion cannot approve AEP-
Ohio's proposed capacity pricing mechanism because the Company has failed to satisfy any
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of the statutory requirements found in Chapter 4909, Revised Code. IEU-f)h%o also argues
that A.EP-Ohio has failed to satisfy the requirements of Section 4909.16, Revised Code,
which must be met before the Comrnission can authorize a rate increase to avoid financial
harxn. Finally, IEU-Ohio maintains that the Coznrnission`s general supervisory authority is
not a basis for approving rates. Even aside from the question of the Commission's
jurisdiction, I.EU-Ohio contends that AEP-C)hio has not rnet the bu.rden 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 Commission has authority
under state law to establish the state compensation mechaausm. The Suppliers contend that
the Cor<unission, pursuant to its general supervisory authority contained within Sections
4905.04, 4905.05, and 4905.06, Revised Code, may initiate i.nvestigations to review rates and
charges, as it has done in this case to consider AEP-Ohio's capacity pricing mechanism for
its FRR obligatiox7s. The Suppliers point out that, in the December 8, 2010, entry, the
Conamission even referenced those sections and noted that it has the authority to supervise
and regulate all public utilities withizt its jurisdiction. A.dditionally, the Suppliers believe
that the Commission may establish the state compezisatlon mechanism pursuant to 5ection.s
4928.141(A) and 4928.143(B)(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), Revised
Code, given that it is a service arranged for ultirnate consumers in this state.

In response to the Suppliers, lEU-C,Ohio argues that the Cornrnission's general
supervisory authority does not provide it with unizznited 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 only the authority
conferred upon zt by the General Assembly. Tongren v. Pub. Uti1. Comm., 85 Ohio St.3d 87,
88 (1999). Thus, as an initial matter, the Commission rnust determine whether there is a
statutory basis under Ohio law upon which it may rely 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 Cornmission authority to supervise and regulate all public
utilities within itsjaxzisdiction. 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 Cornzrnission. We
affi.rrtt our prior finding that Sections 4905.04,4905.05, and 4905.06, Revised Code, grant the
Comrnission the necessary statutory authority to establish a state compensation mechanism,
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IEU-Ohio contends that the Commission must determine whether capacity service is
a cta,mpetitive or noncompetitive retail electric service pursuant to Chapter 4928, Revised
Cod.e. Section 4928.05(A)(1), Revised Code, provides that cornpetitive retail electric service
is, to a large extent, exempt from supervision and regulation by the Conuussion, including
pursuant to the Coinmission's general supervisory authority contained in Sections 4905.04,
4905.05, and 49I15.06, Revised Code. Section 4928.05(A)(2), Revised Code, provides that
noncompetitive retait electric service, on the other hand, generaily remains subject to
supervision and regulation by the Coinmission. Prior to deterrn:irdng whether a retail
electric service is competitive or nor<cornpetitive, however, we must first confirm that it is
indeed a retail 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
uItirnate consumers in this state, from the point of generation to the point of consumption."
In this case, the electric service in quesstiozt (f.e., capacity service) is provided by AEP-Ghio
for CRES providers, with CRES providers compensating the Company in return for its FRR
capacity obligations. Such capacity service is not provided directly by AEP-Ohio to retait
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 frorn the transaction,
which is more appropriately characterized as an intrastate wholesale matter between AEP-
Ohio and each CRES provider operating in the Company's service territory- As AEP-Oluo
notes, many of the parties, including the Company, regard the capacity compensation
assessed by the Company to CRES providers as a wholesale matter (T'r. IV at 795; Tr. V at
1497,1125; Tr. VI at 1246,1309). 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 deterrnine whether
capacity service is considered a competitive or noncompetitive service under Chapter 4928,
Revised Code.

The Commassion recognizes that, pursuant to the Fl'A, 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
AEl'w-Ohio when the RAA was signed on its behalf by AlEI'SC.b Section 11.8 of Schedule 8.1
of the RAA acknowledges the authority of a state regcalatoay jurisdiction, such as the
Conunission, to establish a state compensation mechartistn. It further provides that a state
cornpensation znechanisrn, 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 filing, FERC noted its approval of the RAA pursuant to a settlement
a,greeanent Anmericvn Electrtc Power Seruice Corporution, 134 FERC $ 61,034 (2011), citing PJM
Interconnecfion, L.L,G.,117 FEi2C1b1,331(2006), order on reh'g,1A'9 FERC 161,318, rehg denied,121 FERC ¶
61,173 (2007), ajfd sub nortt. PuIr. Sero. Elec. & Gas C. v. I'ERC, D.C. Circuit Case No. 07-1336 (March 17,
2009) (unpublished): FERC also noted that the RAA was voluntarily signed on behalf of f1EII'-Ohio.
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permit AEPSC to change the state compensation rnechariiisrn., In fact, rERC rejected
AEPSC's proposed fonmula rate, given the existence ofthe state compensation mechanism
established by the Comtni.ssion in its December 8, 2010, entry.7

2. Should the state con tpensation mechanism for AEI'-Ohig be based on,
the Com.pany's capacity costs or on another pricinLr mechanism such as
RPM-based auction prices?

a_ AEP-O "o

As an initial matter, AEP-Ohio notes that it recently declared that it w311 not continue
its status as an. FRR En:dty and instead v,riZl b311y participate in the RPM capacity market
auctions, begirlnisig 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. A.E1,'-Clvo
points out that this development narrows the scope of this proceeding to establishing a
three-year transitional, rather than perrzianent, 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 puxsuant 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-Ohio notes that, by its plain
lan,gu.age, the RAA ailows an FRR Entity like AEP-OMo to change the basis for capacity
pricing to a cost-based method at any time. AEP-Ohao also notes that no party to tliis
proceeding challenges the Comxnission's discretion under the RAA, to establish cost-based
capacity pricing as the state compensation mechanism. According to AEP-Ohio, the terrre
"cost" as used in Section i3.8 of Schedule 8.1 of the RAA refers to embedded cost. AEP-
Ol-do 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 Com.mission.'s
objectives in this proceed'ing of proFnoti.ng alternative com.petitiVe supply and retail
competition, while also ensuring the Company's ability to attract capital investment to meet
its PRR capacity obligations, which were set forth by the Comxnission in response to the
FERC filing (OEG Ex. 101 at 4). With respect to promot4n.g alternative competitive supply
and retail competition, AEP-Ohio asserts that the Comn-ission's focus should be on fairness
and genu.ine competition, rather than on the manufacture of artificial competition through
subsidization. AEP-Ohio believes that, because shopping wiii still occur and CRES
providers will still realize a significant margin at the Company's proposed rate (Tr. XI at
2330-2333), the rate is consistent with the Coanmissiorn s first objective. AEP-Ohio also
believes that its proposed rate satisfies the Commission's second objective of ensuring the
Company's ability to attract capital investment to meet its FRR capacity obligations. AEP-
Ohio contends that its proposed rate would enable the Company to continue to attract

7 American Electric Poumr5eruice Corporation,134 FFRC 1 61,039 (2011).
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capital and satisfy its FRR capacity obligations without harm to the Company, while
providing customers with reliable and reasonably pzlced retail electric service as required
by Section 4928.02, Revised Code. AEP-O}uo argues that cost-based capacity pricing would
encourage investment in generation an. Ohio and thereby increase retail reliability and
affordability, as vaeI1 as adequately compensate the Company for its capacity obligations as
an FRR Entity.

AEP-Ohio contends that, during the period in which it remains an FRR Entity, RPM-
based capacity pricing is not appropriate. As an FR.R Entity, AEP-Ohio notes that it does
not procure capacity for its load obligations in PJM's 1ZPM 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. A.EP-©Mo points out that, under such circumstances, its auction
particzpation is limited to 1,300 MW. (AEI'-C?hio 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 reliability obligations than a CRES provider's obligations as an alternative LSE, an
RPM-based price for capaci.ty would not be compensatory or allow the Company to recover
an amount even remotely approaching its ernbedded costs for the 2011-2012 and 2012-2013
PJM planning years, and should thus be rejected (Tr. II at 243). According to AEP-Ohio,
RPM-based capacity pricing would also give CRES providers an unfair advantage over the
members of the pool agreement, which purchase capacity based on embedded costs (Tr. I at
59-60), and discriminate against non-shopping customers.

Additionally, AEP-C?hio claizns that RPM-based capaeity pricing would cause
substantial, confiscatory financial harm to the Company. According to AEP-Ohio witness
Allen, the Company would earn a return o.n equity of 7.6 percent in 2012 and a return on
equity of 24 percent in 2013, with a $240 mil.lion decrease in earnings between 2012 and
2013, if RPM-based capacity pricing is adopted (AEP-tJkuo Ex. 104 at 3-5, Ex. WAA-1; Tr. III
at 701).

Finally, AEP-Oh.io notes that RPM-based capacity pricing is inappropriate because it
would constitute an illegal subsidy to CRES providers in violation of Section 4:928.02(1-I),
Revised Code.

b. Staff

In its brief, Staff contends that AEP-Ohio should receive compensation from. CRES
providers for the Company's F1ZIZ obligations in the form of the prevailing RPM rate in the
unconstrained region of PJM. Staff opposes the Company's request to establish a capacity
rate that is significantly above the market rate. Staff notes that other investor-owned
utilities in Ohio charge CRES providers RPM-based capacity pricing and that such pricing

00186



10-2929-E£,-U.!!iC -16-

should, therefore, also be appropriate for AEP-Ohio. Staff fvrEher notes that the evidentiary
record does not support AEP-Ohio's proposed capacity pricing of $355.72/MW-day.

c. Intervenors

AlI of the intervenors in this case agree that the Coznxxussion should adopt RPM-
based capacity pricing as the state compensation mechanism. Many of the intervenors note
that AEP-Ohio has used RPM-based capacity pricing since 2007, without incurring financial
hardship or comprornissing service reliability for its customers. They furtkaer note that AEP
Ofuo will continue to use RPM-based capacity pricing, at the Cornpany's own election,
begituiing on June 1, 2015. They believe, therefore, that the Commission should adopt
RPM-based capacity pricing as the state compensation rnechanism, for the intervening three-
year period for numerous reasons, including for the sake of competition and continuity.

FES argues that RPM-based capacity pricing is the proper state compensation
rnechartism for AEP-Ohio. FES contends that a market-based state compensation
mechanfsm, specif€cally one that adopts the RPM price as the best indicator of the market
price for capacity, is required because Ohio law and policy have established and promoted
a competitive anarket for electric generation service; RPM-based pricing is supported by
sovnd economic principles and avoids distorted incentives for CRES providers; and AEP-
O7u.o's 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 mechan.asm is not based on the costs
associated with the capacity provided by AEP-Ohio to Ohio customers; includes aII 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 fails to include an
appropriate offset for energy sales. FES notes that, if the Comm.ission were to allow AEP-
Ohio to charge CRES providers any rate other than the RPM-based rate, the Company
would be the oA-dy 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
wiffiizl the RAA, whereas there are numerous provisions referring to "avoidable costs."

FES believes that ApP-Ohio's proposed capacity pricing would preclude customers
from receiving the benefits of coYnpetition. Specifically, FES argues that competition is state
law and policy, and benefits customers; AEP-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-Ohio has failed to demonstrate that its proposed
capacity pricing ntechanism is just and reasonable, as required by Section 4905.22, Revised
Code. IEU-Ohio asserts that RPM-based capacity pricing is the appropriate market pricing
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for capacity. IEU-Oh.io believes that I2P1VI-based capacity pricing is consistent with state
policy, whereas AEI'-Ohio's proposed capacity pr.icircg mechanism wou.id cu-dawfuI.ly
subsidize the Company's position with regard to the competitive generation business,
contraay to state policy. IEU-Ohio notes that neither AEP-Ohio's status as an FRR Entity
nor the pool agreement is a basis for the Company's cost-based capacity pricing mechardsm.
IEU-Ohii.o points out that AEP-Ohio used RPM-based capacity pricing from 2007 through
2011, d4ring wMch time the Company was an FRR Entity and the pool agreement was in
effect. IEU-Ohio further argues that AEP-Ohids proposed cost-based capacity pricing
inechanisrtm would produce results that are not comparable to the capacity price paid by
SSO customers, contrary 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-C3hio Ex: 102A at 29-32, Ex. IQMM-10.)
Regardless of the method by whicla the capacity pricing mechanism is established, IEU-
Ohio requests that AEP-Ohio be directed to provide details to customers and CRES
providers that show how the peak load contribution (PLC) that the Compaxiy assigns to a
customer corresponds with the customer's PLC recognized by PJM. IEU-Dhio contends
that this in#ormation: is necessary to ensure that capacity compensation is being properly
applied to shopping and non-shopping custorr iers. (IEU-Ohio Ex. 102A at 33-34.)

The Suppliers argue that a capacity rate based oat AEP-Olvcz'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 rnaking a filing at
FERC under Section 205 of the PPA, but only if there is no state compensation znechanism in
place. The Suppliers add that the purpose of this proceeding is to establish the appropriate
state compensation mechanisrn and that a state compensation mechanism based on AEP-
Ohio's embedded costs would be contrary to the intent of the RAA, 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 aliowed for any of its affiliates in other states and that is considerably higher than
what the Commission granted in the Company's last rate case (RESA Ex,103). Finally, the
Suppliers maintain that AFJ.'-Olu.o`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 shoiuld be in place
for aIl 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 argues that the Coanmission should establish either the annual or the average
RPM price for the next three PJM planning yeaxs as the price that AEP-.Ohio can charge
CRpS 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 AET'-Ohio from fluctuating future RPM prices and ease the
Company's transition out of FRR status. OEG adds that the two-tier capacity pricing
mechanism should not be continued and that a single price should be charged for all CRES
providers. OEG notes that its position in this case has been guided by the Cozxu-.lissiori 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 Comrdssion's goal of promoting competition. With respect to OEG's
position that a three-year RPM price average could be used, ApsP-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 DHA assert that, because the Comrnission has already established RPM-
based capacity pricing as the state compensation mechanism, AEP-Ohio has the burden, as
the entity chaltenging the state compensation mechanism, of proving that it is unjust and
uau•easonable. OMA and OHA further assert that AEP-Ohio has failed to sustain its burden.
OMA and OHA believe that RPM-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 wouId cause substantial financial harm
to the Company. OMA and OHA note that AEP-Ohio's projections are based on unrealistic
an.d unsubstantiated shopping assumptions, with 65 percent of residential customers, 80
percent of commercial customers, 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
pricLng would not impact AEP-Ohio's ability to attract and invest capital, noting that the
Coxnpariy continues to invest capital regardless of its capacity costs for shopping customers
and has no need o,r plan to attract or invest capital in additional capacity (IEU-Ohio Ex..1(}4;
Tr.1 at 36,128-131; Tr. V at 868). On the other hand, OMA and OHA: argue that APP-t?hio's
proposed capacity pricing mechanism would substantially harm customers and CRES
providexs and violate state policy, as it would significantly restrict the ability of customers
to shop and enjoy savings; would un€airly deny customers access to nnarket 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 Corzunission to ensure that all customers in Ohio are able to take advantage of
historically lo-vv capacity prices and have access to the lowest possible competitive electricity
rates, as a means to stimulate 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
state compensation naechanism exists, its pricing prevails. According to OCC, the
Commi.ssion established RPM-based capacity pricing as the state compensation mechanism
in its December 8, 2010, entry. (7CC notes that FERC has already rejected AEPSCs attempt
to establish a formula rate for capacity in Ohio in light of the Comrrvission's adoption of
RT'M-based capacity pricing as the state compensation mechanism. OCC further notes that
Ap,P-Ohio`s proposed capacity pricing mechanism is inconsistent with econoznic efficiency
aatd contxary to state policy. (JCC's position is that the Comixvssion should find that RPM-
based capacity pricing is appropriate,. given the precedent already established by the
Commission and FERC, and in light of the fact that AEP-Ohio has historicatty used RPM-
based pricing for capacity sales to CRES providers.

NFIB urges the Cornmission to base AIaP-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
Company has failed to establish how it would be better equipped to transition to the RP'M
nnarket, if its cost-based pricing mechanism is approved.

Donzu2ion Retail recommends that the Commission continue to employ RPM-based
capacity pricing as the state compensation rn.echanism, as market-based pricing is
fundamental to the development of a robust competitive market in AEP-E1hio s service
territory. According to Dorninion Retail, RPM-based capacity pricin.g would not require
A'EP-Uhao, shareholders, or SSO customers to subsidize CRES providers, as the Company
contends, Dominion Retail notes that AEP-Ohio proposed cost-based capacity pricing only
when it became apparent that market-based energy and capacity charges would permit
CRB providers to compete effectively for customers in the Company's service territory for
the first time. Dominion 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 competition. Dominion Retail argues that Ohio
law does not require that capacity pricing be based on embedded costs. DorBianion Retail
points out that AEP-phio'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 <?hio, Inc. wiii also be an ERR Entity untiit mid-2015, artd that it nevertheless
uses RPM-based capacity pricing. Dominion Retail further notes that Amended Substitute
Senate Bill 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-OHo's proposed capacity pricing is adopted.
Dominion Retail points out that even A.EP-Obio witness AIIen agrees that the Company's
proposed capacity pricing would stifle competition in the residential market (Tr. III at 669-
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670). Finally, Dominion Retail points out that AE1'-Ohia s proposed cost-based capacity
pricing mechanism is nowhere near the Company's capacity proposal pending in 11346,
which would provide for a capacity rate of $146 f MW-day for some shopping customers
and $255/ MW-day for the rest. Dorrurcion Retail contends that this fact demonstrates AEI?-
Ohio's will.iri.gness to provide capacity at a rate less than what it has proposed in this case
and also undercuts the Company's confiscation argument.

The Schools also request that the CornnZission retain RPM-based capacity pricing.
The Schools argue that, af AEP-Ohio's proposed capacity pricing mecharnism 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). Addition.ally, the Schools believe that Ohio schoois that do not
currently receive generation service from a CRES provider would be deprived of the
opportunity to shop, in violation of Section 492$.02(C), Revised Code (Schools Ex. 101 at 10-
11). FinalIy, the Schools contend that approval of AEP-Ohio's proposed capacity pricing
mechanism wuutd 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 Contmission should adopt RPM-based capacity pricing
as the state comperisation mechanisrn, which is consistent with state policy supporting
coanpetition. Duke asserts that, pursuant to the RAA, an FRR Entity m.ay only apply to
FERC for cost-based compensation for its FRR capacity obligations, if there is no state
compensation mechanism in place. According to Duke, neither the RAA nor Ohio law
grants AEP-Oliio 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 AE1'-Ohgo's proposed capacity prieing
mechanism is approved, xetail compedtion in the Company's service territory will be stifled
and customers will bear the cost. Exelon and Constellation cite rzumerous reasons
supporting their position that AEP-Ohio's proposal should be rejected in favor of RPM-
based capacity pricing: Ohio law does not require that the state compensation mechanisxrb
be based on cost; AEi'-Ohzo`s status as an FRR Entity does not entitle it to cost-based
capacity pricing; AEP-Ohio, even as an FRR Entity, couid have elected to participafie in the
RPM auction for 2014, rather than self-supply more expensive capacity, putting its own
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 unilateralty apply better-of-cost-or-
market pr.€cing, CRES providers are captive to AEP-Ohio, given the requirement that
capacity be corxirrdtted more than three years in advance of delivery; p^hio law requires
comparable and nondiscriminatory access to CRES and RI'3V1-based capacity pricing is used
throughout Ohio except in AEI'-C7hfo's service territory; and adopting RPM-based capacity
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pricing would avoid the need to detezmine an arbitrary estimate of the Company's cost of
service for capacity and, in axty event, SB 3 eliminated full cost-of-service analysis. Exelon
and Constellation note that 11-346 is the proper forum in which to determine whether .FiEP-
Oh.io requires protection to maintaan its financial integrity. Exelon and Constellation
fwcther note that they would support reasonable measures that comport with a timely
transition to a fully competitive market and resolution of related issues in 11-346, if such
measures are shown to be necessary.

IGS contends that RPM-based capacity pnieing 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 regior^ is market-based, is
nondiscrzminatory, and provides the correct incentives to assure inve.s#rnent in generation
resources. On the other hand, AEP-Ohio'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 Iong-terrn generation adequacy, and
could stifle competition. IGS notes that RPM-based capacity pricing ful].y comports with
©Iu.o law in that it is market-based pricing and would support the continued development
of Ohio's competitive market; would avoid subsidies and discriminatory 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
APP-rJhio's proposed capacity pricing wouid be contrary to Ohio law in that it would harim
the development of competition; result in anticompetitive subsidies; and violate Ohio's
transition laws. IGS also notes that A,EI'^Ohio's justifi.cations for 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-Ohio 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 Commission.

Final.l.y, Kroger asserts that the most economically efficient price and the price that
AfiP-Oluo shciulld be required to chaxge CRES providers for capacity is the RPM price.

d. Conclusion

Initially, the Comrnission notes that a state cornpensation mechanisnt, as referenced
in the RAA, has been in place for AEI'-Ohio for some time now, at least since issuance of the
December 8, 2010, entay, which expressly adopted RPM-based capacity pricing as the state
coinpensation mechanism for the Company during the pendency of tlias case. The state
cornpensation mechanism was subsequently modified by the Commission'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 Commission has adopted a state
com.pensation mechanism for AEP-Ohio.
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Given that there ss, and has continually been, a state compensation rnecb.an.ism in
place for AEP-Ohio from the beginning of this proceeding, the issue for our consideration is
whether the state compensation mechanism, on a gofng-forward basis, must or should be
moditieci such that it is based on cost. AEP-Ohio contends that the state compensation
ncechanisrn must be amended so that the Company is able to recover its embedded costs of
capacity. All of the intervenors and Staff oppose AEI'-Uhio's request and advocate instead
that the Comaaussion retain the RPM-based state compensation mechanism, as it was
established in the December 8, 2010, entry,

Pursuant to Section 4905.22, Revised Code, alI charges for service shall be just and
reasonable and not more than allowed by law or by order of the Cor.ntni.ssiorx. In this case,
AEP:C3hio asserts thatits proposed compensation for its FRR capacity obJ.igations is just and
reasonable and should be adopted by the Commission. Specifically, AEP-C)hio asserts that
its proposed cost-based capacity pricing is consistent with state policy, will promote
alternative competitive supply and retail competition, and w31t ensure the Company's
ability to attract capital investment to meet its FRR capacity obligations. All of the
intervertors and Staff, on the other hand, recornrnend that market-based RPM capacity
pricing should be approved as the state compensation mechanism for AEP qhio. 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 capaczty pricing wiil fulfill
the Cornmission's stated goals of both promoting competition and ensuring that AEP-Ohio
has the required capital to maintain service reliability.

As discussed above, the Comrn.ission 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 weIl as Chapter 4909, Revised
Code, that it is necessary and appropriate to establish a cost-based state compensation
mecharusm for AEP-Ohio. Those chapters require that the Commission use traditional rate
base/rate of return regulation to approve rates that are based on cost, with the ultirt}ate
objective of approving a charge that is just and reasonable consistent with Section 4905.22f
Revised Code. Although Chapter 4928, Revised Code, provides for market-based pricing
for retail electric generation service, those provisions do not apply because, as we noted
earlier, capacity is a wholesale rather than a retail service. The Commission's obligation
under traditional rate regulation is to ensure that the jurisdictional uti}.ities receive
reasonable compensation for the services that they render. We conclude that the state
compensation mech.anism for AEP-Ohio should be based on the Company's costs.
Although Staff and intervenors contend that ItPivI-basect 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, 2010, entry was issued, and that the adjusted RPM
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rate currently in effect is substantially below all estimates provided by the parties regarding
AEP-Ohio's cost of capacity (AEP-Ohio Ex. 102 at 21, 22; FES Ex. 103 at 55; Staff Ex. 105 at
Ex. FSM4). The record fzzrther reflects that, if TtPivl-laased capacity prici.ng is adopted, IEP-
Ohio may earn an unusually low retunt on equity of 7.6 percerit in. 2012 and 2.4 percent in
2013, with a loss of $240 million between 2012 and 2013 (AEP-Ohio Ex.104 at 3-5, Ex. WAA-
1; Tr. IlI at 701). In short, the record reveals that RPM-based capacity pricing would be
insufficient to yield reasonable compensation for AEI.'-Ohio's provision of capacity to CRES
providers in fulfillment of its FRR capacity obligati.ons.

However, the Commission also recognizes that RPM-based capacity pricing will
further the development of competition in the market (Exelon Ex.101:at 7; OEG Ex. 102 at
11), which is one of our prixttaq 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 win faciJitate AEP-®hio'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. 101 at
50-51, 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 Coznai.ission is required to effectuate
pursuant to Section 4928.06(A), Revised Code.

Therefore, with the intention of adopting a state compensation mechani.sm that
achieves a reasonable outcome for all stakeholders, the Comnaission directs that the state
compensation mechanisan 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 will promote retail
electric competition, we find it necessary to take appropriate measures to facilitate this
irnportant objective. For that reason, the Commission directs AEP-Ohio to charge C:RES
providers the adjusted final zonal PJM RPM rate in effect for the rest of the RTO region for
the current PJM delivery year (as of today, approximately $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 will authorize
AEP-Ohio to modify its accounting procedures, pursuant to Section 4905.13, Revised Code,
to defer incurred capacity costs not recovered from CRFS provider bili*%n.gs durhig the ESP
period to the extent that the total incurred capacity costs do not exceed the capacity pricing
that we approve below. Moreover, the Commission notes that we will establish an
appropriate recovery mechanism for such deferred costs and address any additiornal
financial considerations in the 11-346 proceeding, We also find that AEP-Ohio should be
authorized to cotfect carrying charges on the deferral based on the Company's weighted
average cost of capital, until such time as a recovery mecha.nisrn is approved irt 11-346, in
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order to ensure that the Company is fully compensated. Thereafter, AEP-Ohio shors.ld be
authorized to collect carrying charges at its long-term cost of debt.

Addit3onally, the Commission directs that the state compensation mechanism that
we approve today shaIl not take effect u.ntil our opinion and order is issued in 11-346, or
until August 8, 2012, whichever is sooner. Until that time, the interim capacity pricing
mechazusin that we approved on March 7, 2012, and extended on May 30, 2012, shall remain
in place. In f-arther extending the interim capacity pricing znech.aniszn, we recognize that
11-346 and the present proceeding are intricately related. In fact, AF^'"-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 pricingJrecovery mechanism could be developed, there is an
overlap of issues between the two proceed.islgs; 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 ApI'-Ohio`s cornprehensive 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 .Afip-Ohio's transition to full participation in the RPM market is complete and the
Company is no longer subject to its FRR capacity obligatdo,ns, which is expected to occur on
or before June 1, 2015, or until otherwise directed by the Conuaiission.

The Cornmission believes that the approach that we adopt today appropriately
balances our objectives of enabling AEP-(.Qhio to recover its costs for capacity incurred in
fulfilling its pRR capacity obligations, while promoting the further development of retaii
competition in the Company's service territory.

3. What skrould the resutting cormpensation be for AEP-Ohio's FRR
capacity obligations?

a. AEP-Ohio

ApP-Ohio's position is that the appropriate cost-based capacity price to be charged to
CRES providers is $355.72/MW-day, on a merged company basis, before consideration of
any offsetting energy credit. AEP-Ohio notes that the fozxnu.Ia rate approach recommended
by Company witness Pearce is based upon the average cost of serving the Company's LSE
obligation load (both the load served directly by ,A,]EP-OkEi.o and the load served by CRE..,
providers) on a dollar-per-MW day basis. A-ET"-Ohio further notes that, because the
Company supplies its own generation resources to satisfy these load obligations, the cost to
provide t,his capacity is the actual embedded capacity cost of its generation. AEP-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,
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Louzsiana and Prescott, Arkansas. AEP-Ohio notes that I3r. Pearce's form7xl:a rate approach
is tra.nsparent and, if adopted, would be updated a:nn.ually by May 31 to reflect the most
current input data, most of which is publicly available and taken directly from the
Company's FERC Porm 1 and audited financial statements (AEP-Ohio Ex. 102 at 8). AEp-
Ohio adds that its proposed form:ula rate template would promote rate stability and result
in a reasonable return on equity of 12.2 percent in 2013, based on a capacity price of
$335.72/MW-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 Coznmi.ssion deterrnines that RPM-based capacity pricing is not appropriate for
AEP-Ohio, Staff proposes an alternate capacity rate of $146.41/IvM-day, which accounts 'for
energy znargins as well as certain cost adjustments to the Company's pxoposed 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 ur►li.ke 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 znvestment, while also promotittg
alternative competitive supply and retail competition.

According to Staff, the reduction of A.EP-Ohio's proposed rate of $355.72/MW-day to
Staff's alternative recozrurdendation of $146.41/MW-day is a result of removing and
adjusting numermus items, including retu.r.n on equity; rate of returzt; construction work i.n
progress (CWIP); plant held for future use (PIiFPU); cash working capital (CWC); certain
prepayulents, including a prepaid pension asset and the related accumulated deferred
income taxes; accumulated 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 terans of the return on equity, Staff witness
Srxxith used ten percent for CSP and 10.3 percent for OP, because these percentages were
adopted by the Comardssion in AEP-Ohio's recent distribution rate case (Staff Ex. 103 at 12-
13) g Staff notes that CWIP was properly excluded from rate base because AEP-Ohio has
not demonstrated that the requirements of Section 4909.15 or 4928.143, Revised Code, have
been met (Staff Ex. 103 at 14-15). Staff also excluded PHYPU from rate base, as the plant in

$ In the Matter of the Application of Columbus Southern Par,aer Cornpany and Ohio Power Company, tndividuaTiy
and, zf' Ttrtir Proposed Merger is Approved, as a Merged Company (collectively, AEP Ohio) foran increasz irt
Electric Distn'bution Rates, Case No.11-351-EL-AiR, et aI.
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question is not used arLd 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 AEP-Ohio did not
prepare a lead-lag study or otherwise demonstrate a need for CWC (Staff Ex. 103 at 13-21).
Staff excluded AEP-Mo`s prepaid pension asset for numerou's reasons, mainly becaibse the
Company did not dernonstrate that it has a net prepaid pension asset and its FERC Form 1
for 2010 suggests that there is actuaL.y a net liability; pension funding levels are the result of
discretionary management decisions regarding the fiznding of defined benefit pensions; and
pension expense is typically included in the deternzirxa#ion of 041C in a lead-lag study,
whach was not provided (Staff Ex. 103 at 21-31). Staff further excluded nonrectxrring costs
related to the significant number of positions that were permazYently elunin.ated 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 elin:aiaxation of
certain costs from Dr. Pearce's calculations are fundamenta]Iy flawed in that Dr. Pearce's
forrnula rate approacYe is based on a formuIa rate texnplate that was approved by FERC.
AEP-Ohio also counters that adjus#xnents made by Mr. Szrdth to the return on equity,
operations and maintenance expenses attributable to severance programs, prepaid pension
assets, CWC, CWIP, and: PHFFU understate the Company's costs and contradict prior
orders and practices of both the Conunission and FERC. With respect to the return on
equity, AEI'-C3hio notes that .M:r. Sxnith's adjustment was inappropriately taken from the
stipulation in the Company's recent distribution rate case and that Mr. Smith agreed that
the competitive generation business is more risky than the distribution business (Staff Ex.
103 at 1213;- Tr. DC at 1991, 1993; AEP-Ohio Ex. 142 at 17). AEP-Ohio contends that the
Commission should adopt a return on equity of 11.15 percent as recommended by
Dr. Pearce or, at a rninirn,um, a return on equity of 10.5 percent, which AEP-Ohio claims is
consisten.t with a return ort equity that the Coxnrnission has recently recognized for certain
generating assets of the Company (AEP-Ohio Ex. 142 at 17-18). AEP-Ohio further contends
that Mr. SmitKs elimina.tion of certain severance costs and prepaid pension expenses is
inconsistent with the CoFnrnission'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 (AEi.'-Ohio Ex. 142 at 17). AEP-Ohio argues that Mr. Smith's elimination of
CWIP and CWC is inconsistent wi+la FERC practice.

AddzdonalIy, AEP-Ohi.o asserts that Staff witnesses Smith and Harter failed to
account for nearly $66.5 miIlion in certain energy costs incurred by the Company, including
Production-Related Administrative & General Expenses, Return on Production-Related
Investments, Production-Related Depreciation Expenses, and Production-Reiated. Income
Taxes. According to AEP-Ohio, due to these trapped costs, Mr. Smi%th's capacity charge is
understated by $20.21JNIVV-day on a merged company basis (A.EP-Ohio ]Ex. 143 at 3, 5-G).
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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adjustments, and reached a resulting capacity rate of $291.58/MW-day (AEP-Ohio Ex.14:2
at 18; Tr. XI at 2311).

c. Intervenors

If the Comundssion believes that it is appropriate to consider AEP-Ohies embedded
costs, PES argues that the Company's true cost of capacity is $78>53/MYV-day, after
adjustments are made to reflect the removal of stranded costs arcd post-2001 generation
investment, as well as an appropriate offset for energy sales. At most, FES contends that it
should be $90.83/MW-day, if a further adjustment is made to credit back to .llEEi'-Ohio the
capacity equalization payments for the Company's Waterford and Darby plants, whiclx
were acquired in 2005 and 2007. PE5 also recorzYmends that the Commission require AEP-
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 (F.ES Ex. 103 at 22).

The Suppliers note that, if the Commission finds that RPM<based capacity pricing is
confiscatory or otherwise faifs to compensate AEP-Ohio adequately, a nonbypassable
stabilization charge, such as the rate stability rider rate proposed by the Company in 11-346,
would be appropriate and should be considered in that case. OMA and OHA respond by
arguing that arey suggestion that rates should be raised without any justification, other than
reaching a level that is high enough to ensure that CRIES providers are able to compete with
AEP-Ohio, tramples on customer interests and should be rejected by the Comsnission.

As discussed in greater detail below, OEG recommends that AEP-Ohio'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 the prevailing
RPM price is not sufficient compensation (OpG 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 Ex. 102 at 10-11). As part
of this recommendation, OE+G urges the Commission adopt an earnings stabilization
mechaaaasm (E5M) in the forzn of an amual review to gauge whether AEf'-Ohio's ean-dngs
are too high or too low (OEG Ex.102 at 15-21).

(i) Should there be axz offsetting_enerev credit?

a) AEP-O `o

AEI'-Ohio does not recommend that the Coznznission adopt an energy credit offset to
the capacity price, given that PJM xnaintains separate m.arkets for capacity and energy
(A,EP-Ohio Ex.102 at 13). AEP-Ohio witness Pearce, however, offers a recoxnmendation for
how an energy credit should be devised, if the Commission 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 same formula rate template discussed above and approved by FERC (AEP-phio
Ex. 102 at 14). The energy credit would be calculated as the difference betweeri the
revenues that the historic load shapes for. CSP and OP, inclucliag all shopping and non-
shopping load, would be valued at using locationaI rraargin.a1, prices (L,MP) that settle in the
PJM day-ahead rnarket, less the cost basis of this energy (AEP-C?ldo Ex. 102 at l,ax. KDP-1
through 1CI7P-5). According to Dr. Pearce, the calculation relies upon a fair and reasonable
proxy for the energy revenues that could have been obtained by CSP and OP by selling
equivalent generation into the market (AEP-C)hio Ex.1(32, 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 recommerr.ds that energy margins from OSS ffiat are properly
attributed to capacity sales to CRES providers should be shared on a 50/50 basis between
AEI'-Uhio and CRES providers (.ABP-Ohio Ex. 102 at 7:8). 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 meagts to ensv.re that the credit does not
grow so large as to reduce greatly capacity payments from CRES providers g.n times of high
prices (AEP-Ohio Ex.102 at 18).

b) Staff

As discussed above, Staff recornxnends that AEP-Ohio's compensation for its FRR
capacity obligations be based on RPM pricing. Alternatively, Staff proposes a capacity rate
of $I46.41/IviW-da.y, which includes an offsetting energy credit and ancillary services
credit. In calculating its proposed energy credit, Staff developed a forecast of total energy
margins for AEP-phio's generating assets, using a dispatch market model known as
AUR®RAxrn.p, which is Ii.censed by Staff's consultant in tMs case, Energy Ventures
Analysis, Inc. (Et1A), as welt as by AEP-Ohio and others (Staff E;c. 101 at 6; Tr. X at 2144
2149; Tr. XIl at 2637).

AEP-Ohio contends that Staff's black-box methodology for calculation of the energry
credit is flawed in several ways and produces xuirealistic and grossly overstated results.
Specifically, AEP` Clhio argues that the AUftC?RAxmp model used by Staff witnesses Harter
and Medine is not well-suited for the task of coznputing an energy credit and that EVA
-implemented the model in a flawed mamer 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-f,?hio Ex. 142
at 2-14). AEP-Ohio notes that, am.ong other flaws, Staff's proposed energy credit
understates fuel costs for coal u.riits, understates the heat rates for gas units, overstates
market prices (e.g., use of zonal rather than nodal prices, use of forecasted LMP rather t[1an
forward energy prices), fails to account for the gross rnarg9.ns allocable to the Company's
full requirements contract with Wheeling Power Company, and fa31s to account for the fact
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that the pool agreement liznits the gross margins retained by the Company. AEP-Ohio
argues that Company witness .Ailen proposed a xausnber of conservative adjustments that
should, at a minimum, be made to Staff's approach, resulting in an energy credit of
$47.46/MW-day (AEP-Ohio Ex. 142 al 4-14). AEP-Ohio adds that the documentation of
EVA's approach is incomplete, inadequate, and cannot be sufficiently tested or vaYidated;
the data used in the model and the anodel itself cannot be reasonably verified; EVA's quality
control xneasures are deficient; and the execution of EVA's analysis contains significant
errors and has not been performed with requisite care (AEP-Ohio Ex. 144 at 13-18).

Additionally, AEP-C7hio points out that Staff's proposed energy credit wrorigiy
incorporates M margins not related to capacity sales to CRES providers and also fails to
properly reflect the impact of the pool agreernent. Specificalty, AEP-Ohio contends that, if
an energy credit is adopted, it should reflect only the C7SS margins attributable to energy
that is freed up due to capacity sales to CRES providers. AEP-Ohio f=zrther notes that Staff
inappropriately assumes that 100 percent of the margins associated with retail sales to SSO
customers are available 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-®hio believes that there is no
reason to include margins associated with retail sales to SSO customers in an energy credit
calculation intended to price capacity for shopping load. In accordance with. Mr. Allen's
recommendations, AEP-Ohio concludes that, if Staff's proposed energy credit is adopted by
the Coz2u7ussion, it should be adjusted to $47.46/MW-day. Alternatively, AEP-Ohio notes
that Mr. Allen's proposed adjustanents (AEP-Ohio px. 142 at 14) to Staff's energy credit
could be made individually or in combination to the extent that the Cornrnission agrees
with the basis for each adjustment. AEP-Ohio adds that Company witness NTelson also
offered additional options for an energy credit cal.culation, with the various methods
converging around $66/MW-day for the energy credit {AEP-Ohio Ex. 143 at 8, 12-13, 17).
As a firal option, AEP-C3hio states that the Cosrirnission 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
xeduce Staff's energy credit by approximately $50/IvtW-day,

c) lntervenoxs

.PFS argues that AEPP-Ohio s formula rate should include an offset for energy-related
sales or else the Com.pany.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-anarket return on equity for
the Company: (FES Ex. 103 at 45-46, 49-50.) FES adds that all of AEP-Ohio'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-Ohio should account for
its portion of {7SS revenues, after pool shzagng, in its capacity price. (FES Ex.103 at 4$-49.)
If RPM-based capacity pricing is not required by the Cointnission, FES recommends that
FES wztness Lesser's energy credit, wh.ich sirnpiy uses AEP-Ohio's Fp.IZC accou.nt
information without adjustments to account for the pool agreement, be adopted. FES notes
that Dr. Lesser deterzn3ned that AEP-C?hio overstated its capacity costs by $178.1 million by
failing to include an offset for energy sales,

OCC notes that it would be unjust and unreasonable for AEP-Ohio to be per.ani.tted to
recover any of its embedded generation costs from customers, pariicularly without any
offset for energy sales. QCC argues that, if the Carnrn.ission adopts a cost-based capacity
pricing mechanism, an energy credit that accounts for profits from OSS is warranted to
ensure that AE.P-t7hio 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
recpvery.

(ii) _Does the ComFanv's proposed cost-based caz^acity pricing
mechanism constitute a request far recaverir of stranded
generation investment?

a) Lntervenors

FES argues that SB 3 required that adf generation plant investment occurring after
January 1, 2001, be recovered solely in the market. FFS notes that AEP-Ohio adnnits, in its
recently filed corporate separation plan,9 tlmt it can no longer recover stranded costs, as the
transition period for recovery of such costs is long over. PES adds that AEP-Ohio witness
Pearce failed to exclude stranded costs from his calculation of capacity costs. 1iES points out
that, pursuant to the stipulation approved by the Commission in AEP-O"laio's electric
trarisition plan (ETP) case, the Company waived recovery of its stranded generation costs
ancl, 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
owaied by AEP Generation Resources.

IEU-Ohio agrees with FE5 that AEP-Ohio agreed to forgo any claim, for stranded
generation costs, which bars the Company's untimely claim to generation plant-related
transition revenues. tEU-(?luo contends that AEP-Ohio seeks to impose what IEU-Ohio
considers to be a lost revenue charge on CRES suppliers serving shopping customers.

9 fn the Nlatter of the AppTication of Ohio Power Company for AppronaY of Full Legal Corporate Separation and
Amendment to its Corporate Sepmatib.n Plan, Caise No.12:1126-EL-UNC.
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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 transition revenues in its ETP case (Tr. I at 49-50;
FES Ex. 106; pES Ex. 107), OMA and OHA likewise contend that Ohio law prohibits the
Conunission from establishing a state compensation mechanism that wotuld authorize the
receipt of transition revenues or any equivalent revenues by AEP-Ohio as a means to
recover its above-market capacity costs.

ICroger argues that AEP-Ohio, through its requested compensation for its pR12
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 ApI'-Qhio should
not be permitted to renege on the stipulation in the ETP case. Dominion Retail likewise
argues that AEP-Ohio should not be perrnitfed 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-Ohio is effectively
seeking a second trazlsitxon plan in this case. IGS adds that the law is riteansngless if utilities
may continue to require a1I 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 4928.38, 4928.39, and
4928.40, Revised Code.

b) AEP-Ohio

AEP-Ohio responds that neither the provisions of SB 3 nor the E'TP stipulation: are
applicable to this case. AEP-Ohio 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 retaii generation transition charges authorized by Section 4928.40,
Revised Code, which is what the Company agreed to forgo during the rnarket development
period as part of the ETP stipulation. AEP-Ohio asserts that the issue of whether the
Company could recover stranded asset value from retail customers under SB 3 is a separate
matter from establishing a wholesale price that permits the Company's competitors to use
that same capacity. A.EP-Ohi,o 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 pronosal be adopted?

a} OEG

OEG recommends that AEP-Ohio's capacity pricing zzaechardsma should be based on
RPM prices. As an alternative recommendation, if the Commission determines that AEP-
Ohio's capacity pricing should be Iugher than the prevailing RPM price, OEG suggests that
the capacity price should be no higher than $145.79/MW-day, which was the RPM-based
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price for the 2011/2012 T'JM delivery year. OEG believes that such price has proven
effective in providing a more than sufficient return on equity for AEP-Ohio, while stilf
fostering retail competition in the Company's service territory. (OEG Ex. 102 at 20-11),
Addition.ally,, OEG witness Kollen recommends that the Commission adopt an ESM to
enstxre that A:EP-Ohio's earnings are neither too li.igh nor too low and instead are
naairitauzed withinn a Commission-determuzed zone of reasonableness. OEG believes that
such an approach is appropriate, given the significant uncertainty regarding both the
proper compensation for AEP-Ohio`s FRR capacity obligations and the impact of various
charges on the Company's earnings. In particular, 1vlr. Kollen suggests that an earnings
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 earnings 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 earnxngs exceed the upper threshold of 11 percent, then AEP- Ohio would return
the excess earnings to custoaners through a nonbypassable ESM credit. If AEP-Ohio'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.
Finally, Mr. Ka7len notes that the Cornmission would have the discretion to make
modifications 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-Ohio's adjusted return in 2011 was 11.42 percent,
just above its suggested upper threshold (OEG Ex. 102 at Ex. LK-3). Mr. Kollen explained
that AEP-Ghio's earned return on equity would be computed in the same manner as under
the sign9ficantly excessive earnings test (SEET) of Section 4928.143(F), Revised Code,
although he believes that OSS margins should be included in the computation to be
consistent with certain other parties' recommended approach of accounting for energy
m.arguis in the calculation of a cost-based capacity price (OEG Ex. 102 at 10,15,18; Tr. VI at
1290.)

b) AEPOIi®

AEP-Ohio urges the Cozaunission to reject C3EG's alterrtate proposal. AEP-Ohio 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 AEP-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 Coznpany from exercising its right under
Section D.8 of Schedule 8.1 of the IZ.AA to establish a cost-based compensation method.
AEP-Ohia believes that Mr. Kollen's excessive earnings test would offer no material
protection to the Company from undercotnpensation of its costs incurred to furnish
capacity to CRES providers, and that the test would be difficult to adrniru.ster, 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 Commission believes that AEP-Ohio's capacity costs, rather
than RPM-based pricing, should forrn the basis of the state compensation mechanism
established in this proceeding. Upon review of the considerable evidence in this
proceeding, we firad that the record supports compensation of $188.88/IvIW-day as an
appropriate charge to enable AEP-Ohio 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
accounting 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 successfuIly balances
the Commission's objectives and the interests of the many parties to this proceeding.

The record reflects a range in AFP-tJhio's cost of capacity from a low of $78.53/MW-
day, put forth by FES, to the Company's high of $35 s.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. 1E32 at 10-11). The
Coanznission finds that Staff's determination of AEP-Ohio's capacity costs is reaso.n.a.ble,
supported by the evidence of record, and should be adopted as modified in this order.
Initially, we note that no party other than AEI'-Ohio appears to seriously challen,ge Staff's
recommended cost-based capacity pricing mechanism in tlus case. Additaonall,y, we do not
believe that AEP-Ohio has demonstrated that its proposed charge of $355.72/MW-day falls
witWrt the zone of reasonableness, nor do we believe that FES' proposed charge of
$78.53/MW-day would result in reasonable corn.pensatzon for the Company's FRR capacity
obligations.

The Comrnission believes that the approach used by Staff is an appropriate method
for deterznining AEP-Ohio's capacity costs. In deriving its recommended charge, Staff
folloived its traditional process of making reasonable adjustmersts to AEP-Ohio's proposed
capacity pricing mechanism, which is based on the capacity portion of a fozmula rate
template approved by FERC for one of the Company's affiXiates and was r.nodified by the
Company for use in this case with data from its FERC Form 1 (Staff Ex. 103 at 10-12; AEP-
Ohio Fx.102 at 8, 9). As AEP-Ohio notes, FERC-approved formula rates are routinely used
by the Company's affiliates in other states (AEP-Ohio 8x.102 at 8; Tr. II at 253). Given that
compeilsation for A:EI'-Oluo's FRR capacity obligations from CRES providers is wholesale
in nature, we find that AEP-Ohio's forrnula rate template is an appropriate starting point for
deternination of its capacity costs. From that starting point, Staff made a number of
reasonable adjustments to AEP-Ohio's proposal in order to be consistent with the
Cor.vrnission's ratemaIcing practices. Staff further adjusted AEP-Ohio's proposed capacity
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pricing to account for margins from off-system energy sales and aavillary receipts (Staff Ex.
101 at 4). We agree with Staff, FES, and OCC 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 OSS margitis (FM Ex.103 at 45-46).

AEP-Ohio takes issue with the acljustments made by Staff vvatness Smith as well as
with EVA's calculation of the energy credzt. The Commission believes that the adjustxnents
to AEP-Ohio's proposed capacity pricing mechanism that were made by Staff witness Smith
are, for the most part, reasonable and consistent with our ratemalCing practices in Ohio.
With regard to AEP-Ohfo's prepaid pension asset, however, we agree with the Company
that Mr. Szrdth`s exclusion of this item was inconsistent with Staff's reconunendaEon in the
Company's recent distribution rate case (AIJP-Qhio Ex. 129A; AEP-Ohio Ex.129B), as well
as with our treattrnent of pensior ► expense in other proceedings.10 We see no reason to vary
our practice in the present case and., therefore, find that AEP-Ohio's prepaid pension asset
should not have been excluded. The result of our adjustment increases Sfaff's
recomm.endation by $3.20/MW-day (A.Ei'-Ohio Ex.19,2 at 16, Ex. WAA-R7). Similarly, with
respect to AEP-Ohio's severance program costs, we find that Mr. Smith's exclusion of such
costs was inconsistent with their treatment in the Companys distribution rate case.
Amortization of the severance program costs over a three-year period increases Staff's
recommendation 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 .AEI'-Ohio's recomxnendation of 11.15 percent is reasonable and should be adopted. As
AEP-Ohio notes, Staff's recommended return on equity was solely based on the negotiated
return on equity in the Company's distribution xate case (Staff Ex.1.03 at 12-13), which has
no precedential effect pursuant to the express terms of the stipulation adopted by the
Cornnission in that case. Our adoption of a return on equity of 11.15 percent increases
5taff's recommendation by $10.09/MW-day (AEP-Oixio 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 5n-aith 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 reconxmendation should be increased by
$20.11/NiW-day to account for these trapped costs. (AF,P-Ohio Ex.1.43 at 5-6.)

Ad.ditionally, the Convnission finds, on the whole, that 5ta.ff`s recommended energy
credit, as put forth by EVA, is reasonable. AEP-C7hio raises a number of arguments as to
why 5taff's energy credit, as calculated by EVA, should not be adopted by the Coznmission.
In essence, AEP-Ohio fundarnentally disagrees with the methodology used by EVA.
Although we find that EVA's methodology should be adopted, we agree with AEP-Ohio

10 See, e.g., In the Matter of the Application of Ohio Ethson C'nnapan,y, The Ctzve2mzd Eiecfric Ittumznating Company,
and The Z'oledo Edisost Company for AuEFuarity to Increase Raees for Distrfttaon Seroict, Modify t'zrtuin
Accounting Pract{ces, and for Tari,j'fApprocals, Case No. 07-551-EL-AIIt, et a[., Opattfon and Order (January
21, 2009), at 16.
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that EVA's calculation should have accounted for the Company's full recluirem.ents
obligation to serve Wheeling Power Company, a point that Staff did not dispute in its briefs.
As AEP-Ohio witness Allen testified, the Corn.pany'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 StafE`s recommended energy credit by $5/MW-day (AEP-t7hio Ex.
142 at 11, Fx:. WAA-R5) to $147.41/MW-day. The overall effect of this adjustment, in
coznbination with the adjustinents for AEP-Ohici s prepaid pension 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 con.cIu.d:ec1(flEG Ex.
102 at 10-11). The close proximity of our approved charge with OEG's recommendatxon is
further confirrnation that the approved charge falls within the zone of reasonableness.
A.dditionally, as OEG notes, a charge of $145.79/MW-day afforded A.EI' Oluo an adequate
return on equity. In 2011, AEP-Ohio earned a per books, unadjusted return of 10.21 percent,
or an adjusted rettzm of 11.42 percent after adjustments for plant impa.ixnzent expense and
certain non-recurring revenue (OBG 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-C3hio's service territory. In
the first quarter of 2011, the RPM price was $220.96/MW-day and only 7.1 percent of AEP-
Oluo's total load had switched to a CRES provicler. However, by the end of the year, with a
lower RPM price of $145.79/ MV4T4day in effect, shopping had significantly increased in
AEP-Ohio's service territory, with 19.10 percent of the Company's total 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 industr%al class). (OEG Ex. 102 at 11.) We expect tlat the
approved compensation of $188.88/MW-day for AEP t7hio's FRR capacity obligatiorLs will
likewise ensure that the Company earxis an appropriate return on equity, as welI as enable
the further development of competition in the Company's service territory.

Although AEP-C7hio criticizes Staff's' proposed capacity pricing rnechanism for
various reasons, the Cornmission finds that none of these arguments has m.eri.t. 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 instead be consistent with Ohio ratemaking
principles. Although FERC practices and precedent may be informative in some instances,
the Commission is bound by Ohio law in establashing an appropriate state compensation
mechanisrn. 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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rnust be at least 75 percent complete in order to qualify for a CWIP aIl.ojvance and that AF^''-
t3hio failed to demonstrate compliance with this 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 a1I of the testimony, the
Cominfssion finds that it is clear that the dispute between AEP-(7hio and Staff amounts to a
fundamental difference in methodoiogy in evezything from the calctzlation of gross energy
margins to accounting for operation of the pool agreement. AFP-Ohio claims 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. Fssentially, AEP-Ohao and Staff have
sixnply offered two quite different approaches in their attempt to forecast market prices for
energy. The Cotzniission concludes that AEP-Ohio has not shovan that the process used by
Staff was erroneous or unreasonable. We further find that the approach put forth by EVP, is
a proper n3eam of deterrni.n.ing the energy credit and produces an energy credit that wi1l
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 Coznpany, and find that a
capacity charge of $188.88JMW-day is just, reasonable, and should be adopted. The
Commission agrees with AEP-Ohio that the Coanpensation received frozx ►. CRES providers
for the Coznpany's FRR capacity obligations should reasonably and fairly compensate the
Company and should not significantly undermine the Companys ability to earn an
adequate returrR on its investment. The Commission believes that, by adopting a cost-based
state compensation mechariism for ApI.'•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 stakeholders.

FINDINGS OF FAC'T AND CONCT..USIONS OF LAW.

(1) AEP-Ohio is a public utility as defixeed in Section 4905.02,
Revised Code, and, as such, is subject to the jurisdiction of this
Conznnsssion.

(2) On November 1, 2010, AEPSC, on behatf of AEP-Ohio, filed an
application with FERC in FERC Docket No. ER11-1995, 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 forrn,ula rate
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templates under which AEP-OIuo 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 Comrnission initiated
an iaYvestigation in the present case to deterrni.ne the impact 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, kFS, Duke, Exelon, IGS, RESA, Schools,
OFBF, Kroger, NFIB, Domirdon Retail, AICUO, Grove City, and
OCMC.

(5) On September 7, 2011, the ESP 2 Stipulation was filed by AEP-
4hio, Staff, and other parEies to resolve the issues raised in the
consolidated cases, including the present case.

(6) On December 14, 2011, the Commission adopted the ESI, 2
Stipulation with modifications.

(7) By entry on rehearing issued on February 23, 2012, the
Cornmission revoked its prior approval of the :ESP 2 Stipulation,
finding that the signatory parties had not ntet 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 Corxui-dssiora approved,
with modifications, AEP-Oh.io's proposed interim capacity
pricing mec?iardsm.

(9) A prehearing conference accurred on Apri11.1, 2012.

(10) A hearing commenced on April 17, 2012, and concluded on May
15, 2012. AEP-Oluo 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 and reply briefs were filed on May 23, 2012, and
May 30, 2012, respectively,

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

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

(14) The state compensation mechari°xsrn for AEP-Ohio, as set forth
herein, is just and reasonable and should be adopted.

ORDEIt:

It is, therefore,

-38-

ORDERED, That fEU-Ohio's motion to dismiss this case be denied. It is, fiu.rfiher,

ORDERED, That the motion for permission to apppear pro hac vice iax.stan.ter h3ed by
Derek Shaffer be granted. Tt is, furffier,

ORDERED, That the state compensation mechanism for AEP-Ohio be adopted as set
forth herein. It is, further,

ORDERED, That AEP-OHo be authorized to defer its incurred capacity costs not
recovered from CRES provider billings to the extent the total incurred, capacity costs do not
exceed $1$8.88/ MV-day: It is, further,

ORDERED, That the interim capacity pricing mechardsro approved on March 7, 2ti12,
and extended on May 30, 2012, shall remain in place until the earlier of August 8, 2012, or
such time as the Commission issues its opinion and order in 11-346, at which 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 nothing in this opinion and order shall be binding upon this
Comn-dssion in any future proceeding or investigation involving the justness or
reasonableness of any rate, charge, rule, or regulation. It is, further,
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ORDERED, That a copy of this cspisiaon and order be served upon all parties of record
in this case.

THE

Todd

Steven D. Lesser

Cheryl L. Roberto

OF OHIC}

__ _ _,_

Chairma

AA- ^-,r

Andre T. Porter

.^ /

Ly aby

Sjf'/GNSJsc

Ex-itered in the Journal
0̂0,

Ba.rcy F. A Ic Nee at
Secretary
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BEFDRE

THE PUBLIC CJTiI}ITIES Ct7MMLq.ION OF OIiIO

In the Matter of the Com7nission Review of )
the Capacity Charges of Ohi® Power ) C^e ^0.10=2929-EL-UNC
Company and Columbus Southexn Power )
Company. ^

CONCURRING (.OpIN10N
OF COMMISSION'.ERS ANDId.E T. PORTEft AND LYNN SLABY

The r.najority opinion and order baiances the interests of consumers, suppliers, and
AEP-Ohica. 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 thi.s state, generally. It does so by establishing a state compexasation
mechanism pursuant to which competid.ve retail electra.c suppliers have access to RPM-
based market capacaty pricing, which will encourage competition among those suppliers,
x°esultir►g in the benefit to consumers of the lowest and best possible electric generation rates
in the AEP-Ohio territory,

Moreover, it xecogzuzes the important fnnctio.n and commatment of AEI'-Ohio 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-C?hfo to receive its actual costs of providing the capacity through the deferral
mechanism described there4 which we have detertnuZed, after thorough consideration of
the record in this proceeditzg, to be $188,88JMW-day. This result is a fair balance of all
interests because rather than subjecting AEP-Ohio to RPM capacity rates that were derived
frozn a ma.rket process in which AEI'-E7hio did not participate, the order allows AEP-Ohio
to recover the costs of the agreement to which it was a participant-dedicating its capacity
to serve comumers in its service territory. Our opinzon of this result, in this case, should not
be misunderstood as it relates to RPMâ by joining the majorftg opinion, we do not, in any way,
agree to any description of RPM-based capacity rates as beiarg unjust or unreasonable.

Flnally, while we prefer to have the state compensation mechardsm effective as of
today, we join with the majority in setting the effective date of August 8, 2012, or to coincide
with our as-yet unissued opinion and order in Docket No. 11-346-EL-SSO, whichever is
earlier. In an attempt to balance the deferral authorization created in thi.s proceeding artci
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tlae anticipated mechanism to be considered as part of Docket No. 11-346-EL-SSO 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-SSO. However, we caution that the balance is only achieved
within an expeditious resokution of the 11-346-EL-SSO d.ocket by August 8, 2012

Andre Porter Lynn 5laby

ATP/LS/sc

Entered in the journal

L 12 Z^f2
^'':'1`k'•t^'e^..^

"^arcy F. McNeai
Secretary
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BEFORE

TI-IE PUBLIC UTILTTIFS COMMISSION OF OHIO

In the Matter of the Commission Review of )
the Capacity Charges of Ohio Power Case No. 7:0-2929-EL-UP.TC
Compa.n.y and Columbus Souda.ern Power )
Company. ^

9OIr1CURRING AND 1.aISSENTINC OPINION
OF C(3-MMLqSIONER CH-PRYL L. RfJBfaRTO

I join my colleagues in iipdating the state compensation method for the Fixed
Resource Requirement from that or[ginally adopted implicidy in AEP-Oluo's first FSP case,
Case No. 08-917-EL-SaC9, et at., and explicitly in this matter to a cost-based rate of
$188.88 jMtN-day.

I depart frorn the majority, however, in the analysis of the nature of the Fixed
Resource Requirement and, as a result, the basis for the Commission`s authority to update
the state compensatzon method for the Fixed. Resource Requirement,

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 Eecluirement7

In order to assure that the transmission system is reliable, PJM requires any one who
wishes to traYismit electricity over the system to their customersl to provide reliabil,ity
assurance that they have the wherewithal - or capacity - to use the transmission system
without crashing it or otherwise destabilizing it for everyone else.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
combinafiion of generation facilFties, demand resources, energy efficiency, and Interruptible

These transmission users are known as a"L.oad Serving Entity" or "LSE" LSE shali mean any entity (or
the duly designated agent of such an entity), fncluditig a load aggregator or jsower marke4er, (i) servvrng
end-usexs wFt.Ibin, the PJM Region, and (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 erkd-nXsers located within the
1'jM Ftegioza. Retiabitity Assurance Agreement Among Load Servircg Eniitzes in the PJM Region, PJM
Interconnection, L.LC., Rate Schedule FERC No. 44 (effective date May 29, 2012) (hereinafter Reliability
Assuraz3ce Agreement), Section 1.44.

Section 5, Capacity Resource Gommitr.asent PJM Open Access Transmission Tariff (effective date June 8,
2012), at 2395-2443.
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Loaci for Reliability.3 Capacity Resources may even include a transznassion u.pgrade.4 The
Fixed Resource Requ°rrement is nothing more than an enforceable agreement that for a finite
period one transmission user wiil demonstrate on behalf of other transmission users within
a specified territory that sufficient Capacity Resources exist to meet all of their respective
reliability needs. During this period, the transmission user offering to provide the Fixed
Resource Requirement is the sole authorized meazts by which a trarrsrnissian user who opts
to use tkds service may demonstrate the adequacy of their Capacity Resources 5'T'his
demonstration is embodied in a Fixed Resource Requirement Capacity Plan that describes a
portfolio of the generation, demand resources, energy efficiency, Interruptible Load for
Reliability, and transixuission upgrades it plans to use to meet the Capacity Resource
requirements for the territory.6 TY:e Ohio Supreme Court has noted ilat regional
trans.mm;ssion organizations, such as PJM, provide transmi.ssion services throug.h FERC
approved rates and tariffs? Thus, the Fixed Resource Requixement is a commitment to
provide a transmission service pursuant to the tariffs filed by PJM with FERCo

As established in this matter, AEP-Ohio has corrmiitted to provide the Fixed
Resource Requirement for all transmission users offering electricity for sale to retail
customers within the footprint of its systerct., No other entity may provide this service
dursng the term of the current AEP-CJhio Fixed Resource Requirement Capacity Plan.

Commission Authority to Establish State Compezlsation Method
for the Fixed Resource Re uznent 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 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 thuags,
transanission service.8 As discussed, supra, AEP-Ohio is the sole provider of the Fixed
Resource Requirement service for other transm.ission users operating within its footprint
until the expiration of its obligation on June 1, 2025. 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

3 RetiabiIiSy Assurance Agreement, Schedule 6, Procedures for Demand Resources, ILR, and Pnergy-
Efficiency.

4 .Retiabifity Assurance Agreeerrfent, Schedule 8.1, Seetion D.6.

s Reliability Assurance Agreement, Section 1.29 defines the Fixed Resource Requirement Capacity Plan to
mean a long-term plan for the commitment of Capacity Resources to satisfy the capacity oTiligations of a
Paaty that has elected the FRR Alternative, as more fuTly set forth in Schedule 8.1 to this Agreemeatt,

6 Reliability Assurance Agreernent ,",ection. 7.4, Fiviced Resource Requirement Altemative,
7 Ohio Cmasumars' Counsel v. PIICq 111 Ohio St3d. 384, 856 ]V_E.2d 940 (2006).
8 Section 4928.01(A)(27), Revised Code.
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establish a cozn:perzsation method for Fixed Resource Requirement service, it bas opted not
to do so in favor of a state compensation method when a state chooses to estabiish one.
When thfs Commission chooses to establish a state compensation method for a
noncompetitive retail electric service, the adopted rate rxiust be just and reasonable based
upon traditional cost-of-service principles.

This Comm.ission previously established a state compensation method for ARP-
+Qhio9s Fixed Resource Requgrement service w.ithira AEP-Ohio's initial ESP. ApPP-(?itio
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 cornpetitive retail providers that was established by the three-year capacity
aucticin conducted by PJM.9 Since the Conaznission adopted this coznpertsation method, the
Ohio Supreme Court reversed the authorized provider of last resort charges,10 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 Comn:iission 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 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 approprzate.
Additionally, I find that because the Fixed Resouxce Requirement is a noncompetitive retail
electric service, the Cozr ►artassion 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 whzch the Comm.issiozx may cause further hearings and
investigations and may exarnS.ree into all matters which may change, modify, or affect any
finding of fact previously made. Givera the change in circumstances since the Cornmission
adopted the initial state compensation for A.RI'-Ohio's Fixed Resource Requirement service,
it is appropriate for the Commission to revisit and adjust that rate to reflect current
ciarcunistances 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 until a later date. In. dxis instance, the
majority proposes to establish a rate for the Fixed Resource Requirement service provided

9 In the Matter Df the Apptication of Cnlumbaas Southern Power Cornpany for Approuat nf an EIectric Security Plan;
an Amendment to its Oorporate Separation Plan; and tFac Side or Trarisfer of Certain Generating Assets, Case No.
08-117-EI,560, el at., Optztion and Order (March 18, 20Q3), Entty on Rehear.ing (juiy 23, 2009); la the Matter
of the Commission Review ®f the Capacity Charges of Ohio Power Company and Columbus Southem I'ozver
Company, Case No.10-2929-EL.--UNC, Entry (December 8, 201(7).

70 In re Appdicataon ofColumbus S. Potuer Cs.,128 Ohio St3d 512 (2011).
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by AEP-Ohio to other tsansradssion 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 traaasnaission users wiIp 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 rnatter, I am not convinced on the record before us that competition has
suffered sufficiently or will suffer sufficiently during the reznaittitng term of the Fixed
Resource Requirement as the result of the state compensation method to warrant
intervention in the market. If it did, the Commission could consider regcalatory options
such as shopping credits granted to the consumers to promote consumex entry into the
market. With more buyers in the markek 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-strings-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 wilt 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 consurners in the form of lower prices,
shopping consumers wzlI pay more for Fixed Resource Reqiurrements service than the retail
provider did. This represents the first payment by the consumer for the senrice. Then the
deferral, with carrying costs, will corne 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 interventinzt into the market that I cannot support.
Thus, I dissent from, those portions of the majority opinion adopting this mechanisaz<.

Cheryl L. Roberto

C'I,RJsc

Entered in the journ ., V

l3arcy .p. McNeal
Secretary
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BEFORE

TI-IE PUBLIC UTILTTIES COMMISSION OF OHYO

In the Matter of the Commission Review )
of the Capacity Charges of Ohio Power ) Case No.10-2929-EI.-1L iOTC
Company and Columbus Southern Power )
Company. )

ENTRY ON REHE O

The Commission finds:

(1) On March 18, 2009, in Case No. 08-917-EI.-SSC3, et ett., the
Commission issued its opinion and order regarding the
application for an electric security plan (ESP) for Columbus
Southern Power Company (CSP) and Ohio Power
Company (OP) (jointly, AEP-Ohio or the Company),1
pursuant to Section 4928.143, Revised Code (ESI' 1 Circler)?
The ESP 1Order was appealed to the Ohio Supreme Court
and subsequently remanded to the Coaxunission for further
proceedings.

(2) On November 1, 2010, American Electric I'ovver 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 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 Reliability

Assurance Agreement (RAA) for the regional transmission
organization, PJM Tnterconnection, 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 conrirmed the merger of CSP rr.to
OP, effective December 31, 2011. In. the Matter of the Appticatimi of Oliio Power Company and Columbus
Southern Power Company fo' r iluthorily to Merge and Related Approvals, Case No.10-2376-EL-UNC.
In the Matter of the Application of Columbus Southern Pozoer Company fvr Approval of an Electrtc Security
Plan; an Amendment to its Corporate Separatiosi Plan; and the Sale or Trarasfer of Certain Generating Assets,
Case No. 08-917-fiL°S5C); In the Matter of the Application of Ohio Power Company for Approval of its
Electric Security P?un; and an Amendnrent 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 CommissiorY found that an
investigation was necessary in order to determine the
impact of the proposed change to AEP-Ohio`s capacity
charge (Initial Entry). Consequently, the Comimission
sought public comments regarding the following issues: (1)
what changes to the current state compensation mechanism
(SCM) were appropriate to deterrnine AEP-Ohao'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 char,ge
was currently being recovered through retail rates
approved by the Commission or other capacity charges;
and (3) the impact of AEl'-C}hio`s capacity charge upon
CRES providers and retail competition in Ohio.
Ad.ditionally, in light of the changeproposedby AEP-Ohio,
the Commi:ssion 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 urho
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,

(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 f.ndustrial
Energy Users-Ohio (IEU-Ohio), FirstEnergy Solutions
Corp. (FES); Ohio Partners for Affordable Energy (OPAE)3;
and Constellation. Energy Commodities Group, inc. and
Constellation NewEnergy, Inc. (jointly, Constellation).

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

3 On November 17, 2011, OPAE fiied a notice of withdrawal from this case.

-2-
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(SSO) in the form of a new 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 applicatian for
rellearin.g, The Comrnission noted that the SCM adopted
in the Initial Entry would remain in effect during the
pendency of its review.

(8) By entry issued on August 11, 2011, the attomey 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 rascorc-Lmendation
(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 an entry issued on September 16, 2011, the
consolidated cases were consolidated for the sole purpose
of considering the ESP 2 Stipulation. The September 16,
2011, entry also stayed the procedural schedules in the

In the Matter of fhe Appiication of Columbus Southern Power Company and Ohio Power Company for
Atcthority to Establish a Standard Service Offer Pursuant to Section 4928.143,12evlsed Code, in the Form of
an Electric Security Plan, Case No,11-346-EL-SSO and 11-348-EL-SSO; In the Matter of the Application
of Columbus Southern Power Company and Ohio Power Company for Approval of Certain Accouriting
Auf]eority, Case P1o:11-349-EL-AAM and 11-350-EL-AAM.

1n the Matter of the Application of Ohio Power Company and Columbus Southern Potrxtr Company for
Authority to Merge and Related Approvals, Case No.1Cf-2376-1EL-UNC; In the Matter of fhe Application of
Columbus Southern 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 Einer$ency
Curtailment Service Riders, Case No. 10-344-EL-ATA; In the Mntter of the Commission Review of the
Capacity Charges ofphio Power Company and Columbus 5outhern Pozver Company, Case No.1U-2929-EL-
[Ih1C; In the 1Vlatter of the Application of Cofumbus Southern Power Company 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 Application of Oh[o Power Cornpany for Approval of a Mechanism to Recover Deferred Fuel
Costs d'ursuant to Section 4928.144, Revised Code, Case No.11-4921-EL-RDR.
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pending cases, including this proceeding, until the
C;omgnission specifically ordered otherwise. The
evidentiary hearing on the ESP 2 Stipulation commenced
on October 4, 2011, and conduded on October 27, 2011.

(10) 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
capacity pricing mechanism (Initial ESP 2 Order). On
January 23, 2012, the Conamission issued an entry
clarifying certain aspects of the Initial ESP 2 Order (Initial
ESP 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, terms, and conditions of its previotzs ESP,
including an appropriate application of capacity charges
under lh.e 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 Relief Entry).
Specifically, the Comnussion approved a two-tier capacity
pricing 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 TiutiaT ESP 2 Clarification Entry issued in
the consolidated cases, including the clarification to inciude
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 dass was
entitled to tier-one, RPM-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 aU 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 for rehearing of the
Interim Relief Entry was filed by the Retail Energy Supply
Association (RESA). Applications for rehearing were also
filed by FES and IEiJ-fllvo on March 21, 2012, and March
27, 2012, respectively. Memoranda contra the applications
for rehearing were filed byAEP-Ohio.

(13) By entry issued on April 11, 2012, the Commission granted
rehearing of the Interim Relief Entry for further
consideration 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
17,2012, and concluded on May 15, 2t?12.

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

(16) On June 15, 2012, an application for rehearing of the
I.n:ferirn Relief Extension Entry was filed by FES.
Applications for rehearing were also filed by IE'11-0hio and
the Ohio Manufacturers' Association (OMA) on June 19,
2012, and June 20, 2012, respectively. A memorandum
contra the applications for rehearing was filed by AEI''-
C?hio 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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$1.88.$8/MW-day as the appropriate charge to enable AEP-
Ohio to recover its capacity costs pursuant to its ERti
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 Commission authorized AEP-Ohio to modify 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
Cominission granted rehearing of the Interim Relief
Extension Entry for further consideration of the matters
specified in the applications for rehearing filed by FES,
IEU-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 IEU-Ohio; FES; Ohio Association of School Business
Officials, Ohio School Boards Association, Buckeye
Association of School Administrators, and Ohio Schools
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); IEI1-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 me.morandttm contra was also signed on behalf of Exelon Energy Company, Inc., which
has not sought iittervention in this proceeding. As a non-party, its participation in the joint
znemorandum contra was improper and, therefoge, will not be afforded any weight by the
Commission.
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(20) On August 7, 2012, OEG filed a r$iotion for leave to reply
and reply to the memorandum contra filed by AEP-Ohio
on August 6, 2012. On that same date, AEP-Ohio filed a
motion to strike OEG'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 memoran.dum
contra an application for rehearing.

The Commission finds that OEG's motion is procedurally
deficient in several respects. First, as we have recogrdzed
in prior cases, Rule 4901-1-35, O<A.C., does not contemplate
the filing of a reply to a me3norandum contra an
application for rehearing.7 Additionally, although OEG's
filing is styled as a motion and reply, the filing 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 dernied 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 moot,

(21) On August 15, :2012, the Coananission issued an entry on
rehearing, granting rehearing of the Capacity Order for
further consideration of the matters specified in the
applications for rehearing filed by AEP-Ohio, OEG, IEU-
Ohio, FES, Schools, ONA, OHA, and OCC.

(22) The Comrrdssion has reviewed and considered all of the
arguni.e.nts raised in the applications for rehearing of the
Initial Entry, Interim Relief Entry, Interim 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 argu.ments on
rehearing not specifically discussed herein have been

-7-

7 See, e.g., In the Matter of the Commt,ssian Investigation of the fmtrastate Universal Service Discounts, Case
No. 97-632-TT'-CC)I, Entry on Rehearing (July 8,2009).
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thoroughly ancl adequately considered by, the Commission
and are being denied.

Initial ]EmtrV

Iurisdiction and PreemDticsn

(23) AEP-Ohio asserts that the Initial Entry is unreasonable and
unlawful because the Comn-.ission, 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-Ohio, the provision of generation
capacity to CRES providers is a wholesale transaction that
falls vsrithin 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, AFP->C?hio believes that Section
D.8 of Schedule 8.1 of the RAA does not allow the
ComrWssion to adopt RPM-based capacity pricing as the
SCM, AEP-Ohio argues that RPM-based capacity pricing,
as the default option, is an available pricing option only if
there is no SCM.

(2.4) 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 preempted by,
federal law. AEP-Ohio notes that Section D.8 of Schedule
8.1 of the RAA is a provision of a pER.C-approved tariff
that is subject to FEIiC 's exclusive jurisdiction. AEP-Ohio
forther notes that the provision of capacity service to CRES
providers is a wholesale tra.nsaction that falls exclusively
within FERC's jurisdiction, Accordingly, AEP-Ohio argues
that the Comsnission's initiation of this proceeding was an
attempt to delay or derail FERC's review of the Company's
FERC filing and to usurp FERC's role in resolving this
matter, and that the Commission has acted without regard
for the supremacy of federal law.

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

-8-
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and approved as a distribution charge and distribution
service is subject to the exclusive jurisdiction of the
Commission, the Conunission's determination as to what
compensation is provided by the POLR charge raises no
issue that is subject to FERC's jurisdiction. IEU-Ohio also
notes that the Comrx-dssio.n has previously rejected the
argument that a specific grant of authority from the
General 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 D.8 of Schedule 8.1 of
the RAA, AEP-Ohio, as arti FRR Entity, has no option to
seek wholesale recovery of capacity costs associated with
retail switching, if an SCM is in place. Additionally, FES
asserts that the Commission has jurisdiction to review
AEP-C3hio's rates. FES emphasizes that AEP-Ohio admits
that the Commission has broad authority to investigate
matters involving Ohio utilities and that the Comnaission
may explore such matters even as an adjunct to its own
participation in FERC proceedings.

(27) As stated in the Initial Entry, Sections 4905.04, 4905.05, and

4905.06, Revised Code, grant the Comanzssion 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. Additionally, we stated in the
Initial Entry that, in light of AEPSC's FERC filing, a review

was necessary to evaluate the impact of tlze proposed
change to AEP-Ohio's existing capacity charge. Section
4905.26, Revised Code, provides the Commission with

considerable authority to initiate proceedings to investigate
the reasonableness of any rate or charge rendered or

proposed to be reridered by a public utility, which the Ohio
Supreme Court has affirrYled 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-

8 See, e.g., Qhio Consumers' Courtsel v. .Aub. UtfC. Camrn., 110 Ohfo St.3d 394, 400 (2006); Alinet
Communications Services, Inc. v. Pub. t,Itil. Conattz., 32 Ohio Sk.3d 115, 117 (1987); Ohio Utilities Co. v.
t'ub. L1tfP. Comm., 58 Ohio St.2d 158,156-15$ (1979).
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4905.26, Revised Code, as well as with our authority under
Sections 4905.04,4905.05, and 4905.06, Revised Code.

The Commission disagrees with A.EI'-Ohio that we have
acted in an area that is reserved exclusively to FERC or that
our actions are preempted by federal lav,r. 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 upoxa review of AEP-Ohio's proposed
capacity charge. In doing so, the Comrniasiorti acted
consistent with the governing section of the RAA, which, as
a part of T'JM`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, FERC rejected AEPSC's proposed fors.nula
rate in 1'aght of the fact that the Commission had established
the SCM.9 Therefore, we do not agree that vve have
intruded upon FERC's dornain.

Provider of Last Resort (POLR) Charege-

(28) AEP-Ohio contends that the lnitial 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.
AEI'--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, Specifically, AEP-flhio
points out that the POLR charge was based on the right of
retazl 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
CPiES providers that serve shopping customers. AEP-Ohio
argues that its retail POLR charge was not the SCM

9 Arrrericaai Edectric Power Service Corporatfon,134 FERC 1161,039 (2011).

-.30-
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envisioned under the RAA and did not compensate the
Company for the wholesale capacity that it makes available
as an FRR Entity under the RAA.

(29) In its anemorandum contra, lEU-Ohio argites that AEP-
Ohio's POLR charge, as it was proposed by the Company
and largely approved by the Com.mission 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, switclhing. Both IEUd
Ohio and FES note that AEP-Ohio's testimony in support
of the POLR charge indicated that the charge would
compensate the Company for the challenges of providing
capacity and energy on short notice. FES adds that AEP-
CThio's POLR charge and its wholesale capacity charge
were both intended to recover capacity costs associated
with accommodating retail choice and ultimately pay for
the same generating capacity. FES and ConsteUation assert
that .A.EP-C3hio's POLR charge was the SCM, contrary to
the Cornpany's cla.im.

(30) In the Initial Entry, the Com.mission noted that it had
approved retail rates for AEP-Ohio, including recovery of
capacity costs through the POLR charge to certain retail
shopping customers, based upon the continuation of the
current 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(.?rder. For the most part,
the POLR charge was approved by the Commission as it
was proposed by AEP-Ohio.10 AEP-Ohio's testimony in
support of the P€7LR. charge indicates that various inputs
were used by the Company to calculate the proposed
eharge.11 One of these inputs was the rnarket price, a large
component of which was .i.ntended to reflect AEP-0hio'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 ESI' I Order at 38-40.
" Cos. Ex. 2-A at 12-14, 31-32; Tr. X.i at 76-77; Tr. XCV at 245.

-11-
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past, to recover capacity costs associated with customer
shopping. 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
manner that denied the Company due process and violated
various statutes, including Sections 4903.09, 4905.26, and
490916, Revised Code. AEI'-Cihio notes that, absent an
emergency situation under Section 4909.15, Revised Code,
the Commission must provide notice and a hearing before
setting a rate. .AEP-Qhio argues that there is no emergency
in the present case and that the Commission was, therefore,
required to provide notice and a hearing pursuant to the
procedural requirements of Section 4905.26, Revised Code,
prior to irnposing a capacity pricing mecktanism that is
different from the mechanism proposed by the Company in
its FERC filing. 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) IEU-Uhio responds that the Initial Entry did not establish
or alter any of AEP-Ohio's rates or charges and that the
entry merely confirmed What the Comnvssion had
previously determined.

(33) The Coar4rnession finds no merit in AEP-Ohio's due process
daims. The Initial Entry upheld a charge that had been
previously established in the ESP 1 Order. The Trdtial Entry
did not institute or even modify AEk'-Oluo's capacity
charge, which was based on RPM pricing both before and
after issuance of the entry. The purpose of the Initial 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 that the rationale 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 cha.cge. Thus, AEI'-Ohio's request for rehearing
should be denied.

interizn Relief E ntry

Lurisdicti®n

(34) IEIJ-Ohio argues that the interim Relief Erktry is unlawful
because the Con.zmission is without subject matter
jurisdiction to establislt a cost-based capacity charge in this
proceeding. IEY.T-Ohio notes that the Commission's
ratemaking authority under state law is g-taverned by
statute. According to IEJ-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 above 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, 4905.05,
and 4905.06, Revised Code, and that our review Was
consistent with our broad investigative authority 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-Ohio's FRR capacity obligations,
pursuant to our regulatory authority under Chapter 4905,
Revised Code, as well as Chapter 4909, Revised Code,
whieh enable the Commission 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.

_1,_

12 Ohdo Consumers' Counsel v. Pub. Utll. Cornm.,110 Ohio S0d 394; 400 (2006); Ohio i,ttilities Co. v. B'ub.
Util. Comtn„ 58 Ohio St.2d 153,156-158 (1979).
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I'rtscess

(36) FE,.s and IEU-Ohio contend that the .interinn Relief Entry is
unreasonable, 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-Ohio 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
Company to bypass the rehearing process. IEU-Ohio adds
that the Commission abrogated its prior order directing the
Company to implement RPM-based capacity pricing upon
rejection of the F-SP 2 Stipulation, without determining that
the prior order was unjust or unwarranted.

(37) IEU-Ohio also asserts that the Interim Relief Entry is
unlawful and unreasonable because the Conlmission failed
to comply with the emergency rate relief provisions found
in Section 4909.16, Revised Code. 1EU-Ohio adds that AEP-
Ohio has not invoked the Commission'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 resportds that its motion for relief did not seek to
revise the Initial ESP 2 Entry on Rehearing, which rejected
the ESP 2 Stipulation. Rather, AEP-Ohio submits that the
inotion was filed, pursuant to Rule 4901-1-12, O.A.C., for
the purpose of seeking interim rel'aef during the pendency
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 Commission.

(39) The Conm.rn.issiart finds that no new arguments have been
raised regarding the process by which AEP-Ohio sought,
and the Commission granted, interim relief. Although we
recognized in the Interim Relief Entry that AEP-Ohio may

w14-

13 TBU-t2hio joins 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, we also
found that the Commission is vested with the authority to
modify the SCM that we established in the Irnitial 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 IEU-Ohio's assignments of error should be
denied.

Evidentiar,y Record and Basis for Comrnission's Decision

(40) FES asserts that the lnterim Relief 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 0hio law, and do not reflect an offset for
energy revenues. FES contends that, because the ESP 2
Stipulation was rejected, the Comrnission 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 harrn under RPM-based
capacity pricing. FES adds that the Commission erred in
relying on AEP-Ohio's loss of revenues from its unlawful
POLR charge as further justification for the tier-two rate of
$255/MW-day.

(42) AEP-Ohio replies that FES' arguments regarding the tw-
tiered capacity pricing structure have already been

considered and rejected by tlte Commission on more than
one occasion.

(43) IEU-Ohia asserts that the Interim Relief Entry is unlawful
and unreasortable because there is no record to support the
Cvnim.ission's finding that the SCM could risk an unjust
and unreasonable result, Like FES, IEUdL)hio argues that it
was unreasonable for the Commission to rely on the fact
that AEP-Ohio is no longer recovering its POLR costs as
support for, the interim SCM, when the Commission
previously determined that the POLR charge was not

-15-
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justified. Further, IEU-Ohio contends that the Commission
unreasonably relied on evidence supporting the ESI' 2
Stipulation, given that the Commission rejected the
stipulation and 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-UIuo contends that its motion for relief was properly
made -ind properly granted by the Commission based on
probative evidence in the record. According to AEP-Ohio,
the Cammission recognized that the Company's ability to
mitigate caparlty costs with off-system energy sales is
lirnited. AEP-Ohio adds that the Comcnission's eventual
determination that the Company may not assess a POLR
charge does not contradict the fact that the Comrnissior ►
initially relied upon the Company's POLR charge in setting
RPM-based capacity pricing as the SCM in the Initial Entry.

(45) IEU-Ohio also argues that the Interim Relief Entry is
unlawful and unreasonable because the rate increase is not
based on any economic justification as required by
Commission precedent. According to IEU-C?hio, 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 full 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 econoznic shortfall.

(46) The Commissian 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 of considering the ESP 2 Stipulation. As we noted
in the Interi.m 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 frorn 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 Cosnmissfdn cited three
reasons justifying the interim relief granted, specifically the
elimination of AEP-Ohfo'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 13OLR 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 eosts. Although the Cornmission
determined that AEP-Ohio's POLf't charge was not
supported by the record on remand, nothing in that order
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.l4 Having noted that A.EP-Ohio was no loatger
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 somewhere within the range
of $57.35/MW-day te, $355.72/MW-day, as a merged
entity. pinally, 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
l'amits the' Company's ability to fully benefit from these
sales, as the margins must be shared with its affiliates.15
Although T.EtJ-C}hio 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-Cyhio offers insufficient support
for its theory that the Company must make such a
showing. We have previously rejected IEU-Ohio's
argument that the Cornarussion broadly stated in the ESP 1

-17-

fl4 In the Mafler of the ApPllcati.rsn of Columbus Sauthern Power Campunyfar Approval of an Electru; Security
Plan; An:A.rrtmdmesat to its Corporate Separation Plan; and the Sale or'Transfer of Certain Generating Assets,
Case No. 08-917-EIrSSQ, et at., Orcter on Remand (October 3,2011).

1$ ARPOhia Ex. 7 at 17.
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Order that AEP-Ohio must demonstrate the econpmic basis
for a rate increase in the context of a full rate review.ls

In light of the evidence discussed above, the Gommission
reasonably concluded that an SCM based on the current
RPM pricing could risk an unjust and unreasonable result
for AEP-Ohio. We determ.ined that the two-tier capacity
pricing rneck►anism, as proposed by AEP-Ohio and
modified by the Coararnission, 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 tl-te arguments raised on
rehearing, we continue to believe that our rationale for
granting AEP-Ohio's interim relief was thoroughly
explained, warranted under the unique circumstazices, and
supported by the evidence of record in the consolidated
cases. Accordingly, EES' and IEU-Ohio`s requests for
rehearing should be denied.

Discrintinatory I'ricing

(47) FES argues that the Interim Relief Entry established an
interim SCM that imposed on certain customers a capacity
price that was two tixnes 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 4928.17, Revised Code.

(48) Similarly, IEU-C3hio contends that the Ir ►.terirm Relief Entry
is unlawful because the resulting rates were unduly
discriminatory and not comparable. IEU-Ohio notes that
the interim SCM authorized two different capacity rates
without any demonstration that the difference was
justified. IEU-Ohio 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 Matter of f the Application o,f'Columbus Southern Power Compaxy fo' r Approval of an Electric Security
Plant an Amendment to its Corporate Separation Plan; and the Sale or Tratisfe' r of C.ertain Generating Assets,
Case No. 08-917 EI,-SSCI,. et at., Entry on Rehearing (I7ecember 14, 2011), at 5-6.
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(49) In response to many of IEi.T-Ohio's various arguments,
induding its discrfrrdnation claim, AEP-Ohio contends that
IELT-Ohio improperly attempts to relitigate issues that have
already been considered and rejected by the Coananission.

(50) The Commission does not agree that the interim capacity
pricing authorized by the Interim Relief Entry was unduly
discrirninatory or otherwise unlawful. We recognize that
customers who acted earlier than others to switrh to a
CRES provider benefitted from their prompt acticsn.
However, as we have determined on prior occasions, this
does not amount to undue preference nor create a case of
discrimination, given that all customers had an equal
opportunity 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 Interim Relief Entry is
unlawful and unreasonable because it permitted AEP-qhio
to recover transition costs in violation of state law.
According to IEU-Ohio, AEP-Ohio's opportunity to recover
transition costs has ended, pursuant to Section 4928.38,
Revised Code. AEP-Ohio responds that IEU-Ohio merely
repeats an argument that the Commission has previously
rejected.

(52) The Commission disagrees that the Interim Relief Entry
authorized the recovery of transition costs. We do not
believe that the capacity costs associated with AEP-O.hio's
FRR obligations constitute transition costs. Pursuant to
Section 4928.39, Revised Code, transition costs are costs
that, among meeting other criteria, are directly assignable
or allocable to retail electric generation service provided to
electric consumers in this state. AEP-Ohio's provisfon of
capacity to CRES providers, as required by the Company`s
FRR capaefty obligations, is not a retail electric service as

-19_

t7 See, e.g., In the Matter of the Application of The Cincinnati Gas & Efectric Company for Approval of ets
Electric Transition Plan, Approval of Tsrfff Changes and New Tariffi, Authority to Nlodtfy Current
Accounting Procedures, and Approval to Transfer its Generating Assets to an Exempt WkoPesale Generator,
Case No. 99-1658-EL-ETf', et at., Opini®n and Order (August 31, 2000), at 41.
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defined by Section 4328.01(A)(27), Itevised. 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-Eased Capaci^ing

(53) RESA requests that the Commission 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 customer who received such pricing pursuant to the
Comznission'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. Acco"rding to RESA, the Interim Relief Entry did

not direct AEP-Ohio to decrease the nurnber of commercial
customers that were receiving Rl'M-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-
based capacity pricing prior to the Con-Lmission°s rejection
of the ESP 2 Stipulation, and while the ESP 2 Stipadation
was in place, the tier-two price for capacity. RESA also
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 Comnlission ordered an expansion
of RPM-based capacity pricing for governmental
aggregation. RESA concludes that the Cornmission should
clarify that any customer that began shopping prior to
Septebnber 7, 2012, and received RPM-based capacity
pricing shall be charged such pricing during the period
covered by the Interim Relief Entry.

-20-
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(54) Like'RESA, FES also notes that AEP-Ohio 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 PSP 2 Stipulation and the Initial ESP 2 Order
recognized that all shopping customers qualifyin.g for
RPM-based capacity pricing as of September 7, 2t711, would
be entitled to continue to receive such pricing. FES argues
that the Conunission should have established an interim
SCM based on. RPPM 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 Initiai
ESP 2 Clarification Entry in the consolidated cases. AEP-
Qhio asserts that the Interim Relief Entry merely confirmed
that the capacity pricing requirements of the Initial ESP 2
Clarification Entry were to continue on an interim basis,
even though the Commission rejected the ESP 2
Stipulation. AEP-Ohio believes that RESA and FES sh.ould
have raised their objections to the capacity pricing
requirements by seeking rehearing of the Irnitiial ESP 2
Clarification Entry. AEP-Ohio further argues that RESA
and FES ignore the fact that the ESP 2 Stipulation was
rejected by the Commission in its entirety, which
eliminated all of the benefits of the stipulation, and,
therefore, RESA and FES have no basis upon which to
claim that CRES providersshouid receive those benefits.

Next, AEP-01zio disputes RESA's characterization of the
status quo, and argues that the Commission maintained the
status quo by retaining the capacity pricing set forth in the
Initial ESP 2 Clarification Entry. Finally, AEP-Ohio asserts
that the Tnatial ESP 2 Clarification Entry, which remained in
effect pursuant to the Interim Relief Entry, required that
each customer elass receive an allocation of RPM-based
capacity pricing for 21 percent of its load, and did not
permit the reallocation of capacity from one customer class

-21-
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to another. AEP-Ohiu argues that RESA has misconstrued
the Interim Relief Entry in representing the 21 percent as a
nnini.mum, not a maximum.

(56) Initially, the Commission disagrees with AEP-Ohio's
argument that RESA's and FES' applications for rehearing
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 elarify the terms of our approval of the
ESP 2 Stipulation, the Interim Relief Entry was issued to
approve an interim SCM in light 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 customers that
were shopping as of September 7, 2011, should have
continued to receive RPM-based capacity pricing during
the period in which the interim SCM was in effect.
Puxsuant to the terms of the ESP 2 Stipulation as approved
by the Commission in the Initial ESP 2 Order, customers
that were taking generation service from 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
Comrnission confirmed that it had modified the ESP 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 i.rittial atlocation
among the customer classes based on the September 7,
2011, data. This clarification was not intended 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 Inatial ESP 2 Order at 25,54.
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pricing for customers shopping as of September 7, 2011.
AET'-0hio is directed to rnake arny necessary adjustments to
CRES billings that occurred during the interim period,
consistent with this clarzfflcataon.

Interim Relief Extension Entry

Evi.dentiary R.ecord and Basis for Comznission's Decision

(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-Cyhio 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-C3hio made no attempt to comply with the
requirements for emergericy rate relief.

Additionally, FES contends that the Interim Relief
Extension Entry is unreasonable and unlawful because it is
i-n 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 FItR
Entities, for ensuring reliability. According to FES,
capacity pricing is not intended to compensate AEP-Ohio
for the cost of its generating assets and only the Coinpany'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 will
be severely prejudiced by the Comrnission's modification.

Finally, FES argues that the Interim Relief Extension Entry
is uxireasonable and unlawful because it extended an
improper interim SCM without sufficient justification as to
why the Comr$ussion elected to continue above-market
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capacity pricing, despite its earlier d.etermination that the
interim rates should^: only remain in effect though May 31,
2012. FES contends that t'he Commission relied on
traditional cost-of-service concepts that have no relevance
in this proceeding.

(58) OMA argues that the Comtraission'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 Commission
was unable to agree on a rationale for granting the
extension. OMA concludes that the Coznrnission should
reverse its decision to grant the extension or, in the
alternative, retain the interim capacity pricing adopted in
the Int-erim Relief Entry.

(59) AEP-Ohio responds that the majority of the arguments
=aised by pES 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 Conimission thoroughly addressed all of the arguments
that were raised in response to the Company's motion for
extension.

(61D) 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
mechanism as compensation for. AEP-Ohio's FRR
obligation.s, In granting an extension of the interim relief,
the Commission found that the same rationale continued to
apply. In the Interim 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
Comznission also specifically noted that various factors had
prolonged the course of the proceeding and delayed a final
resolution, despite t11e Commission's considerable efforts
to maintain an expeditious schedule. We uphold our belief
that it was reasonable and appropriate to extend the
interim capacity pricing mechanism under these
circumstances. Therefore, rehearing should be denied,
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Extension of Interim SCM

(61) FES argues that the Iraterim 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 F-ntry. Sianilariy, MI7-Ohio reiterates the
arguments raised in its briefs and application for rehearing
of the Interim Relief Entry. APP-Qhio replies that the
Comnzission 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
enu.merated above with respect to the Interim Relief Entry,
the Comrnissian finds r►othing improper in our extension of
the interim SCM for a brief period.

Due i'rocess

(63) IEU-Ohio contends 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. lEC3-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 memorandum contra, AEP-Ohio
argues that IEU-Ohio's lengthy description of the
procedural history of this proceeding negates its due
process clainc.

(64) The Commission finds no merrt in IEU-Ohio's due process
claim. Pursuant to the procedural schedule, all parties,
including IEU-Ohio, were afforded ample opparturuty 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 motion for an
extension of the interirn relief. As the record reflects, IPtJ-
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(:7ktio took full advantage of its opportunities and,
accordingly, its request for rehearing should be denied.

Requests fox Escrow Account or Refund

(65) OMA asserts that the Irtterirn. Relief Extension Entry
undermined customer expectations and substantially
harzned Oh.io 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 substa-ntial.ly
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 interirn relief and the RPM-based
capacity price in an escrow account.

(66) IEUU-C?hio asserts that the Com.mission shoulci direct AEP-
Ohio to refund all revenue collected above RI'1VI based
capacity pricing, or at least to credit the excess collection
against regulatory asset balances otherwise eligible for
amortization through retail rates and charges.

(67) In response to IEU-Ohio, AEP-Ohio asserts that many of
TEU-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 evidence 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 expectation of such pricing or rely upon the
now rejected ESP 2 Stipulation.

(68) For the reasons previously discussed, the Com.rni.ssion
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-C7hio'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 necessary or appropriate.
Further, if intervenors believed that extraordinary relief
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from the Interim Relief Extension Entry was requireci, 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
undercnined 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-Ohio's capacity ch.arge and deterrnining
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 obligations. In any
event, as with any rate, there is no guarantee that the rate
wzll remain unchanged in the future. We find that the
Interim Relief Extension Entry appropriately balanced the
interests of AEP-()hio, CRES providers, and customers,
which has been the Commission's objective throughout this
proceeding.

Cq^(Qrder

Jurisdiction

(69) IEU-Ohio argues that the Capacity Order is unlawful and

unreasonable because the Commission is prohibited from

applying cost-based rateana$c'ing 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 consumption. YpI.T-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-C3hio, asserts that the
Commission's authority witlt respect to generation service

is liTllited to the authorization of retail SSO rates that are
established in conformance with the requirements of
Sections 4928,141 to 492$.144, Revised Code.

(70) The Schools contend that the Commission lacks authority
to set cost-based capacity rates, because AEP-Mo's
capacity service is a deregulated generation-related service.
The Schools believe the Commission's authority regarding
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capacity service is lpnu.ted 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 Sectiort.s 4905.04, 4905.05, and
4905.06, Revised Code, to establish the SCM. We
determined that AEI'-Ohio's provision of capacity to CRES
providers is appropriately characterized as a wholesale
transaction rather than a retail electric service. We noted
that, although wholesale transactions are generally subject
to the exclusive jurisdiction of pERC, our exercise 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 FFRC had rejected AEI'SC's
proposed formula rate in light of the fact that the
Commission had established an SCM in the Initial Eattry.19
The Cotnmission further determined, within its discretion,
that it was necessary and appropriate to establish a cost-
based SCM for ApP-Ohio, pursuant to our regulatory
authority under Chapter 4905, Revised Code, as well as
Chapter 4909, Revised Code, which authorized the
Comrrussion 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 is contemplated
in Chapter 4928, Revised Code, that chapter pertains solely
to retail electric service and is thus inapplicable under the
circumstances, The Commission concluded that we have
an obligation under traditional rate regulation to ensure
that the jurisdictional utilities receive just and reasonable
compensation for the services that they render. However,
rehearing is granted to ctarify that the Commission is
under no obligation with regard to the specific mecltanism
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 ,Atnerican Electric Power Scrtrice Carporation,134 FERC 161,039 (2011).
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The Commission carefulty considered the question of
whether we have the requisite statutory authority in this
matter. We affirm our findings in the Capacity Order that
capacity service is a wholesale generation service between
AEP-Ohio and CRpS 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 4928,01(A)(27), Revised Code, is more narrow
than IEU-0l:io 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 consumers 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.

Additionally, as discussed above, we note that Section
4905.26, * Revised Code, grants the Commission
considerable authority to review rateszO and authorizes our
investigation in this case. The Commission properly
initiated this proceeding, consistent with that statute, to
examine .AEI'-flhio's existing capacity charge for its FRR
obligations and to establish an appropriate SCM upon
completion of our review. We grant rehearing for the
iimited 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.

Cost-Based SCM

(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. Util. Comm., 110 Ohio St.3d 394, 400 (2006); Adl►reE
Comrnuraiations Services, Iric. u. Pub< tdtiF. Comm., 32 Ohio St.3d 115,137 (1987); Ohio Utilities +Co. V.
Picb. Util. Comm., 58 Ohio St.2d 153,1:56-158 (1979).
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pricing is reasonable and lavvful and should be reinstated
as the SCM. AEP-Ohio replies that the arguments raised
by ®CC and the Schools are unsupported and have already
been considered and rejected by the Comrnission. AEP-
Ohio notes that the Commission determined that it has the
authority to establish an SCM based on the costs associated
with the Company's FRR capacity obligations.

(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 PJM are
avoidable, not embedded, costs and that AEP-Ohio's
avoidable costs would be fully recovered using RPM-based
pricing. FES asserts tliat AEP-Olaio's FRR capacity
obligations are not defined by the cost of its fixed
generation awets but are instead valued based on PJM's
reliability reciuirements, FES believes that the Capacity
Order provides a competitive advantage to AEP-Ohio in
that the Company will be the only capacity supplier in PjM
that is guaranteed to recover its full embedded 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 FRR election and
participation in PjM`s base residual auction.

(74) AEP-Ohio argues that the Coanmission appropriately
determined that cost, as the term is used in Section D.8 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-Ohio 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 RA.A.
meaningless.

(75) Like FES, IEEJ-Ohio argues that the Capacity Order is in
conflict with the RAA for numerous reasons, including that
the order does not account for Delaware lawf ignores the
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RAA's focus on the entire PJM mgion and the RAA's
objective ' to support the development of a robust
competitive marketplace; finds that use of the term "cost"
in the RAA means embedded cost; and is based on AEP-
Ohio's flawed asstamptionss that the Company is an FRR
Entity with owned and controlled generating assets that
are the source of capacity provided to CRES providers
serving retail customers in the Company's certified electric
distribution service area.

(76) In its memorandum contra, .AEP-C}hio notes that IEU-Ohio
fails to explain how the application of Delaware law would
make any practical difference with respect to the
Cornrri:lssion's interpretation of the RA:A. AEP-Ohio argues
that the RAA cannot be interpreted to mean that state
commissions are constrained by Delaware law in
establishing an SCM. AEP-t3hio 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-Ohio adds that IEU-Ohio
relies on inapplicable U.S. Supreme Court precedent in
support of its argument that cost does not mean embedded
cost.

(77) The Coxuxtission finds that the arguments raised by the
Schools, OCC, FFS, and IEU--C?hio have already been
thoroughly considered by the Commission and should
again be denied. As discussed above, the Commission has
an obligation to ensure that AEP-Ohio receives reasonable
compensation for the capacity service that it provides. We
continue to believe that the SCM for AEP-Ohio should be
based on the Company's costs and that RPM-based
capacity pricing would prove insufficient to yield
reasonable compensation for the Company's provision of
capacity to CRES providers in fukfillment of its FRR
capacity- obligations.

Initially, the Commission finds zlo merit 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 Comxaaission also disagrees with FES'
contention that the Capacity Order affords an undue
competitive advantage to AEP-Ohio over other capacity
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suppliers in PJM. The Commission initiated this

proceeding solely to review AEP-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 proceedirig. Further, the
Comznission 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 Iimitations for
the SCM in that section or elsewhere in the RA,4. Although
Section D.8 of Schedule 8.1 of the PAA 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 enibedded 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 mechanism. The Comxnission finds that we
appropriately adopted an SCM that is consistent with
Section D.8 of Schedule 8.1 of the TtAA and state law and
that nothing in the Capacity Order is otherwise contrary to
the RAA.

EnerU Credit

(78) AEP-Ohio raises numerous issues tNith 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-Ohio contends that the
Commission s adoption of an energy credit of
$147.41/MW-day was flawed, given that EV.P, assumed a

stad.c shopping level of 26.1 percent throughout the
relevant tiznefrarne. AEP-Ohio notes that, according to
Staff's own witness, the energy credit should be lower
based upon the established shopping level of thirty percent

as of April 30, 2012. AEP-tJhio adds that the energy credit

should be substaniially lower based upon the increased
levels of shopping that wiil occur with RPM-based capacity

pricing. AEP-Ohio believes that there is an inconsistency
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between the Commission's recognition in the Capacity
Order that RPM-based pricing will cause shopping to
increase and the Cornrnission's adoption of EVA's
methodology without an adjustment to reflect a higher
level of shopping. At a srtinimum, AEP-Ohio argues that
the Commission should account for the actual shopping
level as of the date of the Capacity Order.

(79) IEU-Ohio responds that the arguments raised by AEP-Ohio
in its application for rehearing assume that the
Commission may act beyond its statutory jurisdiction to set
generation rates and that the Comrnission may unlawfully
authorize the Company to collect 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 AEP-Ohio's cost-
basedd methodology relies on the false assurnption 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 ercergy credit, resulting in, are energy credit that is
unreasonable and against the inanifest weight of the
evidence. AEP-Ohio contends that the Coxnmissiori
adopted EVA's energy credit without meacungful
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 evaluated by others;
EVA failed to calibrate its model or otherwise account for
the impact of zonal rather than nodal prices; EVA erred in
forecasting locational marginal prices (LMP) instead of
using available forward energy prices, which were used by
Staff in, the ESP 2 Case; EV.r1 used inaccurate and
understated fuel costs; EVA failed to use correct heat rates
to capture minim.um and start time operating constrais-tts
and assocaated 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-Ohio will earn from
June 2012 through May 2015 are overstated by nearly 200
percent. AEP-Ohio argues that, at a minimum, the
Coxnmission should conduct an evidentiary hearing on
rehearing to evaluate the accuracy of EVA.'s energy credit
compared to actuml results. In support of its request, AEP-
Ohio proffers that EVA's forecasted energy margins for
June 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 supplemental
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,
which was revised twice in order to address errors in the
calculation. AEP-C)luo asserts that the Cornmission
nevertheless adopted EVA's energy credit without mention
of these procedural irregularities. In any event, A.EI'-Qhio
believes that Ms. IvEedine's testimony only partially and
superficially 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 and remand from the Ohio 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 AEI'-
Mo's own witness and that the Company's criticisms of
EVA's approach lack merit.

(82) The Commmission finds that AEP-Ohio's assignments of
error regarding the energy credit should be denied. First,
with 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, which 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 shopping will continually
fluctuate 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 approximaation,
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-Ohio'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.zz

Regarding the alleged errors in EVA's approach, the
Com.mission notes initially that we explained the basis for
our adoption of EVA's energy credit in the Capacity Order,
consistent with the requirements of Section 4903.09,
Revised Code. A review of the testimony of Staff witnesses
Medine and Harter 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
Corn.anission, 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
demonstrated 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.1o5 at 19.
22 Staff lEx.101 at 6-11,105 at 4i9>
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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.IEP-Ohio's clairned 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-Ohi:o°s
future energy margins and that it will best ensure that the
Company does not over recover its capacity costs.

Authorized Coxnpensation

(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 from CRES providers. OCC notes that there is
no evidence to support the Comrnission's finding, given
that no party recommended a charge of $188.88/Mw-day.
OCC further notes that the Commission adopted AEP-
Ohio's unsupported return 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 that the ROE approved
by the Commi.ssion 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, AEP-Ohio
contends that the rationale for the Commission's rejection
of Staff's proposed downward adjustment to the
Company's proposed ROE is evident.

(85) In the Capacity Order, the Commission explained
thoroughly based on the evidence in the record how it
determined that $188.88/MY`J-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 AEP-Ohio'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 Between Cost and TZPM

Deferral Authority

(86) IEU d7hio argues that the Cornn-dssion is prohibited under
Section 4928.05(A), Revised Code, from regulating or
otherwise creating a deferral associated with a competitive
retail electric service under Section 4905.13, Revised Code,
and that the Continission may only authorize a deferral
resulting from a phase-in of an SSO rate pursuant to
Section 4928.144, Revised Code. IEU-Oluo further notes
that, under generally accepted accounting principles
(GAAP), c:n1y an incurred cost can be deferred for future
collection, and not the difference between two rates. IEU-
Ohio also asserts that the Commission unreasonably and
unlawfully determined that AEP 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 Cornmission's prior confirmation that the Company's
earnings do not matter for purposes of establishing
generation rates.

(87) AEP-Oho asserts that it was unreasonable and unlawful for
the Conttmassion to adopt a cost-based SCM and then order
the Compan}' to charge CRES providers the lower RPM-
based capacity pricing. Speeificalty, AEP-Ohio contends
that it was aunreasonable and unlawful to require the
Company to charge any price other than $188.88/MW-day,
which the Commission established as the just 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. II at 305.
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based capacity rate that the Commission determined was
just and reasonable.

(88) In its memorandum contra, IELTrCJhio argues that AEP-
Ohio assumes that the Commission may act beyond its
statutory jurisdiction to set generation rates and that the
Cozxunission may unlawfully authorize the Company to
collect transition revenue. IEU-Ohio adds that customer
choice w.il.l 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 Comnnission lacks authority to order a deferral,
given that the Company has refused to accept the
ratemaking formula and related process contained in.
Sections 4909.15, 4909.18, and 4909.19, Revised Code. The
Schools add, however, that the Coxnmission 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 Comrnission°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 nothing prohibits the Comanission from
bifurcating the meazzs of recovery of a just and reasonable
rate, Duke repties that A:1~l'-C?lv.m`s argument is not wei.t
founded, given that the Company will be made whole
through the deferral mechanism; to be established in the
ESP 2 Case.

(92) In the Capacity Order, the Cmmraission authorized AEP-
Ohio to modify its accounting procedures to defer the
incurred capacity costs not recovered from CRES providers
and indicated that a recovery mechanism for the deferred
capacity costs would be established in the ESP 2 Case. We
find nothing unlawful or unreasonable in this 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 Commission finds 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 directing
AEP-QWo to xnodify its accounting procedures to defer a
portion of its capacity costs. Having found that the
capacity service at issue is not a retail electric service and
thus not a competitive retail electric service, .IEL3-Qhio's
argu.ment that the Commission may not rely on Section
49()5.13, Revised Code, is unavailing. Neither do we find
that authorization of the deferral was contrary to GAAP or
prior ComrxKission precedent, as lEU-Ohio contends. The
requests for rehearing of IEU-Ohio and AEf'-®hio should,
therefore, be denied.

Competition

(93) AEP-Ohio contends that it was unreasonable and unlawful
for the Commission to require the Company 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 -we1l as the Company.

(94) Duke disagrees, noting that the evidence is to the contrary.
Duke adds that the other Qhio utilities use RPM-based
capacity pricing withotat causing a flood of unsustainable
competition 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
nothing 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.

-39-

00255



10-2929-EL-UNC

(95) As the Commission thoroughly addressed in the Capacity
Order, we believe that a capacity charge assessed to CRES
providers on the basis of RP1M pricing will advance the
development of true competition in AEP-Ohio's service
territory. We do not agree with AEP-Qhio that there is
anything artificial in charging CRES providers the same
market-based pricing that is used throughout PjM>
Lacking any merit, AEP-{)suo's assignment of error should
be denied.

Existine Contracts

(96) AEP-Ohio argues that it was unreasonable and unlawful,
as well as unnecessary, for the Commission to extend RPM-
based pricing to customers that switched to a CRES
provider at a capacity price of $255/MW-day. AEP-Ohio
asserts that CRES providers will enjoy a significant
windfall to the Company's financial detriment. According
to AEI'-Ohio, the Capacity Order should not apply to
existing contracts with a capacity price of $255/MW-day.

(97) Duke responds that AEP-Ohio offers no evidence that these
contracts prohibit renegotiation of pricing for generation
supply. IEU-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 Comxnission, and the
Company has not demonstrated that it has any valid basis
to char,ge $255/MW-day for capacity supplied to CRES
providers. TEU-47hio adds that there is likewise no basis to
condude that CRF,S 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
mechanism, FES also contends that there is no justification
for discrixni.nating against customers formerly charged
$255/MW-day for capacity by requiring them to continue
to pay above-market rates. RESA and Direct Energy add
that customers that were charged $255/IviW-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 nondiscriminatory retail electric
service be available to const^rnt ers.

(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 ApP-0hio. 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

41_

(99) IEU-Ohio believes the deferral m.echanism 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 services.

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

(101) Duke disagrees, noting that the impact of AEP-flhio's
capacity charge on retail competition in Qhio is an issue for
Comznission review in this proceeding and that the issue
cannot be considered without reference to state policy.
IEU-Ohio adds that AEP-ohio has urged the Commission
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 Commission has the authority to
create 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 Commission notes that, although we
determined that Chapter 4928, Revised Code, has no
application in terms of the Cornmission'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
reference to the state policy found in Section 4928.02,
Revised Code. Further, as the Coanrnission 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 4928.02, Revised Code. We do not
agree with IEU-Ohio that the deferral of a portion of AEP-
Ohio'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.

Evidentiary Record and Basis for Comrnission's
Decasion

(103) OCC 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 Section 4903.09, Revised
Code. OCC also asserts that the Comznission 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.I' 2 Case.
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OCC believes that any carrying charges should be
caleulated based on AEP-Ohio's ]ong-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 Commi.ssiort approvect a recovery mechan"rsm in
the ^'.SI" 2 Case, and, therefore, the WACC rate did not

apply.

(105) Like (?CC, IEU-Ohio 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 t3CC appears to assert that the
Coanmission may not authorize a deferral i-mless 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 Comrnassion 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
Commission finds that it was appropriate to approve the
WACC rate until such time as the recovery mechanism was
established in the ES4' 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 collection 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 Comanission precedent.24 In any event, as
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24 Ira the Matter of fhe Application of Columb:ts Soiethern Power Company and Ohio Power Company to Adjust
Each Company's Transmission Cost Recovery Rider, Case No. 08-1202-EL-IJNC, Finding and Order
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AEP-C.Ohio notes, OCC's argument is moot. Because the
SCM took effect on the same date on which the deferral
recovery mechanism was approved in the ESP 2 Case, there
was no period in whic11 the WACC rate applied.
Accordingly, OC;C's and IETJ-Ohio's assignments of error
should be den.ied.

Recovery ot Deferred CaRacitv Costs

(I07) OCC argues that the Commission erred in allowing
wholesale capacity costs, which shotxld be the
responsibility of CRES providers, to be deferred for
potential collection from customers through the
Company's rates for retail electric service established as
part of its ESP. QCC asserts that the Coznmissiort 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 Comrmission 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) IGS responds that O'CC's argument should be addressed in
the ESP 2 Case, which IGS believes is the appropriate
venue in whicli to determine whether the deferred capacity
costs may be collected through an .ESP.

(109) OEG argues that the Commissiora 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 OHA 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 utility
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 Campsny for Authority to Modify Their Accounting Procedure fo' r Certain Storn€-Itetated Servfces
Restoration Costs, Case Noe 08-1301-EL-AAM, Finding and Order (December 19,2008); In the Matter
of the Application of Columbus Southerri Pouler Comparay fvr Approvat of a Mechanism to Recover Ileferred
Fuel Costs Ordered Under Section 4928.744, Ohio Rer,ised Code, Case t+io. 11-4920-EL-IZDi2, 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 $188.88/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 $188.88/MW-day 'ATili
hinder retail competition and, therefore, there is no reason
to transfer the wholesale capacity payment obligation frarn.
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 ity actual
carrying costs. OEG asserts that payment of the deferred
capacity costs should be collected only from CRES
providers or shopping customers, which are the entities
that will have benefitted from, the initial RPM-based
capacity pricing.

(110) AEP-Ohio and rutimerous intervenors disagree with OEG's
characterization of the Capacity Order as having
represented that the deferral is an amount owed by CRES
providers to the Company. AEP-Ohio asserts that the
Commission 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. AEI'-
Ohio offers a similar response to the contentions of OCC
and OMA/OHA that the deferral is solely the obligation of
CRES providers. AEP-Ohio notes that all customers benefit
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from the provided capacity, which was developed or
obtained years ago for aii 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 from CRES providers. AEP-Ohio also
requests that the Conunission 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 costs from retail customers as a result of an
appeai.

In response to arguments 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 defer"ral is
to be addressed in those proceedings. AEP-Ohio adds that
the Commission 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 orily amount that AEP-Ohio

can charge CRES providers for capacity is the RPM-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 Corri:mission is an above-
market subsidy intended to provide financial benefits to
AEP-Ohio and that should thus be paid for by all of the
Company'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 FES 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, practisaIly
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speaking, the deferral authorized by the Commission is the
ortly way in which to maintain RPM-based capacity pricing
ixi. AEP-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
some level of competition may still occur is not justification
alone to charge CRE i 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. Duke 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 th.an the RPM-based price. Duke argues that the
deferred amount is, therefore, not the obligation of CRES
providers. Duke disagrees with OEG's axgument 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 Conunission is barred from ordering a
deferral.

(114) The Schools contend that collection of the deferral from
CRE5 providers or customers would cause Ohio's schools
serious financial harm. The Schools believe that CRES
providers may pass the increase through to their shopping
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
Comrnission in this case could result in an increase to the
RSR of approximately $550 rctillion, 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 harm customers. They assert
that, if AEP-Ohio's shopping projections come to fruition,
the amount of the deferral will be approximately $726
million, plus carrying charges, which renders the capacity
charge unjust and a:inreasonable, contrary to Section
4905.2:2, Revised Code. OMA and OHA conclude that, on
rehearing, the Conimission should revoke the deferral
authority granted to AEP-Ohio or, at a minimum, find tllat
Staff's recommertded ROE is reasonable and reduce the
cost of the Company's capacity charge by $10.09/MW-day.

(116) AEP-Ohio replies that the arguments of the Schools and
OMA and OHA regarding the size and impact of the
deferral are premature and speculative, given that their
projections are based on a number of variables that are
uncerta.in, such as future energy prices, fut-ure shopping
levels, and the ultimate outcome in the ESP 2 Case.

(117) pES asserts that, if AEF-Ohio is permitted to recover its full
embedded costs, the Commi:ssion 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 customers should be
required to pay for it. FES believes that a nonbypassable
recovery mechanism is necessary to fulfill the
Conunission's goal of promoting com.petition, FES also
asserts that the Commi:ssion should rec®gni:ze AEP-Ohio's
impending corporate separation and direct that the SCM.
will remain in place only until January 1, 2014, or transfer
of the Coxnpany'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
Cornmission 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
$1£38.88/MM-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 cust®rners pursuant to the SCM. Because the
Commission established a wholesale cost-based capacity
charge of $188.88/MW-day, OEG believes that the charge
must 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 CRES providers
and that the Comzxtission 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 wluch the
Commission may order recovery of the deferred capacity
costs from all customers under the provisions of an ESP.

(119) OCC 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
should not have to pay for an anticompetitive subsidy for
the sake of cornpetation, which is contrary to Section
4928.02(t3), Revised Code. OCC also disagrees with FES'
characterization of. the Capacity Order as providing a
subsidy to AEl'-C3hio. 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) IEU-Ohio also urges the Commission to reject FES' request
for clarlfieation and argues that an unlawful and
unreasonable 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
Comynission already rejected FES' arguments in the ESP 2
Case. AEP-Ohio notes that, because its generation affiliate
will be obligated to support SSO service through the
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prqvision of adequate capacity and energy, it is appropriate
that the affiliate receive the associated revenues.

(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 Comrnission must recognize
that AEP-Ohio has maintained that non-shopping
customers are, on average, paying nearly twice the
$188,88J1VIW-day price for generation capacity service.
IECJ-Ohio contends that the Commission must eliminate
the excessive compensation embedded in the SSO or credit
the amount of such compexrsation 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 wi13. unlawfully subsidize AEP-Ohio's competitive
generation business by allowing the Company to recover
campetitive generation costs through its noncompetitive
distribution rates, which is contrary to Section 4928.02(H),
Revised Code.

(123) Similarly, OCC argues that both shopping and non-
shopping customers will be forced to pay twice for capaclty
in violation of Sections 4928.141, 4928.02(A), and
4928.02(L), Revised Code, and that non-shopping
customers wi11 pay more for capacity than shopping
customers in violation of Sections 4928.141, 4928.02(A),
4905.33, and 4905.3..5, Revised Code. OCC believes that, if
the deferral is coliected from retail customers, the
Commission will have granted an unlawful and
anticompetitive subsidy to CRES providers in violation of
Section 4928.02(.If), Revised Code.

(124) In response to E3CC, ICS 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 CI2FS providers.

(125) The Commission notes that several of the parties have
spent considerable effort in addressing the mechanics of
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the deferral recovery mechamism, 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-
shoppi.ng and shopping customers. We find that all of
these arguments were pprematurely 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 ESP 2 Case and that any other financial considerations
would also be addressed by the Commission in that case.
The Corxanission finds it unnecessary to address arguments
that were raised in this proceeding merely as an attempt to
anticipate the Commission's decision in the ESP 2 Case.
Accordingly, the requests for rehearing or clarification
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
mechanism for the deferral in the ESP 2 Case rather than in
the present case was tanreasonable, because the two
proceedings involve unrelated issues and each will be
subject to a separate rehearing and appeal process.

(127) OCC agrees that the Co3nmission`s decision to address the
issue of recovery of the deferral in the ESP 2 Case was
unreasonable and unlawful. OCC argues that 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) ICS disagrees with OCC and argues that the Commission's
decision to address the deferral in the ESP 2 Case was not
unreasonable. IC5 points out that the Commission has
discretion to decide how to manage 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-Ohio's
argument is contrary to its position in September 2011,
when the Company sought to consolidate this case and the
ESP 2 Case for the purpose of hearing in light of related
issues. Dulce agrees that AE.P-0hio has izivited 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 sam.e
proceeding. They add that, because recovery of the
deferral will require an amendment to AEP-Ohio's retail
tariffs, the proper forum to establish the recovery
mechanism is the ESP 2 Case.

(131) Additionally, the Schools argue that the Capacity t?rder is
unlawful, because the Conamission 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
Section 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
Comntission to establish cost-based rates. FES and IEU-
0hio raise similar arguments.

(132) AEP-Ohio responds that arguments that the Commission
and the Company were required to conduct a traditional
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 4905.05, Revised Code, and pursuant, to

-52-

00268



10-2929-EL-UI`hTC

Section D.8 of Schedule 8,1 of the RAA. AEP-Ohio asserts
that the adjudicatory process used by the Commission was
more than 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 requiremenfis were
strictly applicable, the Cornm.ission could have determined
that these proceedings involve a first filing of rates for a
service not 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.

(133) IEUmOhio 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 rejection of the
ESP 2 Stipulation. IEU-Ohio contends that the Coanniission
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, IEU-Ohio asserts that, because the
Comntission was obligated to restore RPM-based capacity
pricing upon rejection of the ESP 2 Stipulation, the
Commission should have directed AEP-phio to refund al.l
revenue collected above RPM-based capacity pricing, or at
least to credit the excess collection against regulatory asset
balances otherwise eligible for arnoz tization through retail
rates and charges. AEP-Ohio responds that the
Comanission has recently rejected szmalar arguments in
other proceeclings.

(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 within 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 undue delay and the duplication of
effort, induding the discretion to decide how, in light of its
istteznal 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 our
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
within 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 trad'itional rate case requiring an application from
AEP-Ohio under Section 4909.1$, Revised Code. Rather,
this proceeding was initiated by the Coxmnission in
response to AEPSC's FERC filing for the purpose of
reviewing the capacity charge associated with AEP-C)hio'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 Cornmission has fully complied
with the requirements of the statute. We also note that the
Ohio Supreme Court has recognized that Section 4905.26,
Revised Code, enables the Commission to change a rate or
charge, without compelling the ptxblic utility to apply for a
rate increase pursuant to Section 4909.18, Revised Code.26

Finally, the Comerussiort 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 been 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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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-0hio points out that
the Cormnission has recognazed 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 claim. 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
constitutional issues would be avoided if the Comrni.ssion
were to recognize that capacity service is a competitive
generation service and that market-based rates should
apply. The Schools also note that AEP-Ohio, in making its
partial takings claim, relies on extra-record evidence from
the ESP 2 Case and that the Company's reference to such
evidence shouid be stricken. {JCC argues that the
Comn-aission does not have jurisdiction to resolve
constitutional claims and that, in any event, AEP-Ohio's
arguments are without merit and should be denied.

(137) IEU-Ohio also asserts a constitutional claim, specifically
contending that the Capacity Order unreasonably iaxt.pairs
the value of contracts entered into between CRES providers
and customers under a justified 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-Ohio replies that it is noteworthy that neither the
intervenors that are actually parties to the contracts nor
OCC seeks rehearing on this issue. AEP-Ohio further notes
that IEU-Ohio 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-Ohio's impairment ctaim. AEP-Ohio adds that
customers and CRES providers have long been aware that
the Commission was in the process of establishing an SCM
that might be based on something other than RPM pricing.
Finally, AEP-Ohio points out that IEU-Ohio makes no
attempt to satisfy the test used to analyze impairment
claims.

(139) The Conamissio.n agrees that it is the province of the courts,
and ciot 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-
Ohio, they will not be considered here.

TranSition Costs

(140) IEU contends that the Cnmmission, ua 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 Comxnission in the Company's
electric transition plan case. AEP-Ohio responds that this
argument has already been considered and rejected by the
Commission.

(141) As previously discussed, the Cornnnission 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, AEP-Ohio'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-Ohio and CRES
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providers. IEU-Ohio's request for rehearing should thus be
denied.

Peak Load Contribution PLCl

(142) IEU-Ohio contends that the +Coynmission 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 $188.88/MW-day -vvill require a
transparent and proper identification of the PLC.

(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 Conunission finds that IELT-Ohio has not
provided any indication that there are inconsistencies or
errors in capacity billings, In the absence of anything other
than IEU-Ohio's mere conclusion that the issue requires the
Commission's attention, 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. Therefore, IEU-
C.?hio's request for rehearing should be denied.

Due Process

(144) IEf.1T-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. Speci.fically, tEU-Ohio believes that the
Comrxussion has repeatediy granted applications for
rehearing, indefinitely tolling them to prevent parties from
taking an unobstructed appeal to the Ohio Supreme Court;
repeatedly granted AEP-Ohio authority to temporarily
impose various forms of its two-tiered, shoppiz2g-blocking
capacity charges without record support; failed to address

-57-
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major issues raised by parties in violation of Section
4903.09, Revised Code; authorized a deferral mechanism
without record support and then adclressed, 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 sirnilar vein, IEU-Ohio contends that the Commission
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 Commission'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 pricir ►g; and the conflict
between the Company's cost-based ratemaking proposal
and the 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 4903.09, Revised Code.

(146) The Commission again finds no merit in TEU-Ohio's due
process claim. This proceeding was initiated by the
Comznission for the purpose of reviewing AEP-Ohio'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-Ohio's
claims, the Commission has, at no point, 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
throughout 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
proceeding. We find no merit in IEU-Qhio's elaim that we
acted without evidence in the record. The evidence in this
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proceeding is quite extensive, consisting of consiclerable
testimony and exhibits submitted in this proceeding, as
well as the consolidated cases. Fixially, 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
opirdon found in the Capacit,y 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.

Pencling Apptication for Tlehearin^

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

(148) In light of the fact that the Commission has addressed AEP-
C}ilio`s application for rehearing of the Initial 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,

-5r3-

ORDE.RED, That OEC's motion for leave to reply filed on August 7, 2012, be
denied. It is, further,

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

'FIIE PUBLIC UTILITIES COMMTSSION OF OHIO

Steven D. Lesser

Cheryl L. Roberto

SJP/sc

Entc=i ixa the ournal^t2

Barcy E. Mc:Nea1
Secretary
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BEFORE

THE PUBLIC IJTILITIF.S COMMISSION OF OHIO

In the Matter of the Comtnission Review )
of the Capacity Charges of Ohio Power ) Case No.10-2929-11L-IINC
Company and Columbus Southern Power ^

^Company.

CONCURRING OPINION
OF CC1MItrIITSSIONER ANDRE T. POR'TEIt

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

Andre T. Porter

ATP/ sc

En d irTWtt'rna1

Barcy P. McNeal
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-UNCCompany and Columbus Soutltern Power
Company. ^

CONCURRING AND DISSENTING OPINION
(3F 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 prev°xously, to the extent that the Con ►mission 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 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.1 As discussed, supra, AEP-Ohio is the sole provider of
the Fixed Resource Requirement service for other transmission users operating within
its footprint untal the expiration of its obligation on June 1, 2015. As such, this service
is a"noncoznpetitive 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. VOtile 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 compensation method
when a state chooses to establish one. When this Commission chooses to establish a
state compensation 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 statecom.pensation method for AEP-
Ohio's Fixed Resource Requirement service within AEP-Ohio's initial ESP. AEP-Ohio
received compensation for its Fixed Resource Requirement service through both the
provider of last resort charges to certain retaal shopping customers and a capacity
charge levied on competitive retail providers that was established by the three-year

; Section 4928.01(A)(27), Revised Code.
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capacity auction conducted by PJM.2 Since the Comznission adopted this
coritpensatirin 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 agree with the majority that the Coxnnnission is empowered pnrsuant to its
general supervisory authority found in Sections 4905.04, 4}05.05, and 4905.06, Revised
Code to establish an appropriate rate for the Fixed Resource Requirement service. I
also agree that pursuant to regWatoY°y authority under Chapter 4905, Revised Code, as
well as Chapter 4909, Revised Code a cost-based coaraper ►sation method is necessary
and appropriate. Additionally,l find that because the Fixed Resource Requirement is
a noncompetitive retail electric service, the Corrunission 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 may examine into a13. matters which
may change, modify, or affect any finding of fact previously made. Given the change
in circumstances since the Conunission adopted the initial state compensation for
Al~P-Ohio's Fixed Resource Requirement service, it is appropriate for the Comrmi.ssion
to revisit and adjust that rate to reflect current circumstances.

Additionally, I confinue to find that the "deferral" is unlawful and
inappropriate. In prior cases, this Cosnmission 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
Requzremerit service provided by AEP-Ohio to other transmission 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 transmission 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 irutial matter, I am not convinced on the record before us that
competition has suffered sufficiently or will suffer sufficiently during the remaining

4 In the Matter of the Appttcation of Columbus Southern Power Cornpany for Approval of an Electric Security
Plan; an.{intendment to its Corporate Separation Plan; and the Sale or Transfer of Certain Generating Assets,
Case No. 08-9I7-EL-SStj, et at., Opinion and Order (March 18, 2009), Entry on Rehearing (July 23,
2009); tu tT;e Matter of tlae Contmission Reuieu) of the Capacihj C)aarges of Ohio Pozoer Company and
Coiumbus Southerx Pourer Company, Case No.14-2929-EL-UNC, Entry (December 8,. 2010).
In re Application ofColumbus S. Power Co.,128 Ohio St.3d 512 (2011).
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tHrm of the Fixed Resource Requirement as the result of the state compensation
method to warrant intervention in the market. If 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,
rnore sellers should enter and prices should fal). The method selected by the rnajority,
however, attempts to entice more sellers to the market by offering a significant, no-
strings-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 certairaly and inevitably pay twice for the discount
today granted to the reta4l suppliers. To be clear, unless every retail pxovider
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 mecharusrn labeled a"deferral° in the majority opindon is an
unnecessary, ineffective, and costly intervention into the market for which no
authority exists and that I cannot support.

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

` C °t "- ^ -^ `^'^'C^^" J,-
Ckaeryl L. Roberto

CLR/sc

the umai^

Iiarcy F. ZVIcNeal ^
Secretary
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4903.13 Rearerisal of famal order ® notlce of appeal.

A final order made by the public utilities commission shall be reversed, vacated, or modified by the
supreme court on appeal, if, upon consideration of the record, such court is of the opinion that such

order was unlawful or unreasonable. The proceeding to obtain such reversal, vacation, or modification
shall be by notice of appeal, filed with the public utilities commission by any party to the proceeding

before it, against the commission, setting forth the order appealed from and the errors complained of.
The notice of appeal shall be served, unless waived, upon the chairman of the commission, or, in the

event of his absence, upon any public utilities commissioner, or by leaving a copy at the office of the

commission at Columbus. The court may permit any interested party to intervene by cross-appeal,

Effective Date: 10-01-1953

codes.olvo.g oVorG49Q3.13
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La+raiter - ORC - 4928.02 State policy,

It is the policy of this state to do the following throughout this state:

(A) Ensure the availability to consumers of adequate, reliable, safe, efficient, nondiscriminatoty, and
reasonably priced retail electric service;

(B) Ensure the availability of unbundled and comparable retail electric service that provides consumers
with the supplier, price, terrris, conditions, and quality options they elect to meet their respective
needs;

(C) Ensure diversity of electricity supplies and suppliers, by giving consumers effective choices over

the selection of those supplies and suppliers and by encouraging the developnient of distributed and
small generation facilities;

(D) Encourage innovation and a-arket access for cost-effective supply- and dernand-side retail
electric service including, but not limited to, den-end-side managenient, time-differentiated pricing,
waste energy recovery systems, smart grid programs, and implementation of advanced metering
infrastructure;

(E) Encourage cost-effective and efficient access to inforn-ation regarding the operation of the

transm'ission and distribution systems of electric utilities in order to promote both effective customer

choice of retail electric service and the developrrent of performance standards and targets for service
quality for all consumers, including annual achievenlent reports written in plain language;

(F) Ensure that an electric utility's transmission and distribution systems are available to a cusi:omer-
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 erriergence of competitive electricity markets through the development
and implementation of flexible regulatory treatn7ent;

(H) Ensure effective competition in the provision of retail electric service by avoiding anticompetitive
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;

(I) Ensure retail electric service consumers protection against unreasonable sales practices, market
deficiencies, and market power;

(]) Provide coherent, transparent means of giving appropriate incentives to technologies that can
adapt successfully to potential environmentai mandates;

(K) Encourage iniplementation 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 lirnited to, when considering the implenlentation 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 progranm and alternative energy resources in their

codes.ohio:godorc/4928.02 1/2
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businesses;

(N) Facilitate the state's effectiveness in the global economy.

In carrying out this policy, the commission shafl consider rules as they apply to the costs of electric

distribution infrastructure, including, but not limited to, line extensions, for the purpose of
development in this state.

Amended by 129th General AssemblyFile No.125,SB 315, §101.01, eff. 3/10/2012.

Effective Date: 10-05-1999; 2008 SB221 07-31-2008

cades.ahio.g oJorc14928:02
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4928o06 Commission to ensure competitive retail electric service.

(A) Beginning on the starting date of competitive retail electric service, the public utilities comn^ission
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 comnencem,ent 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 deternrines, 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 4928.134 of the Revised Code, the comrrission shall ensure that

that service is provided at compensatory, fair, and nondiscriminatory prices and ternis and conditions.

(C) In addition to its authority under section 4228.04 of the Revised Code and divisions (A) and (B) of

this section, the commission, 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 jurisdict#on regarding public utility legislation. Until 2008, the commission and the

consumer's counsel also shall provide biennial reports to those standing comn-attees, regarding the

effectiveness of competition in the supply of competitive retail electric services in this state. In
addition, until the end of all market deveiopnzent periods as determined by the comrnission under

section 492140 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

competition in the provision of a retail electric service or reasonably available alternatives for that
service, the commission shall consider factors including, but not limited to, all of the following:

(1) 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 n'iarket;

(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 niay 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) of this section, a determination by the commission of the
existence of or a lack of effective ctinipetition or reasonably available alternatives.

(E)

codes.ohio.g otlorct4928:06 !12
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(1) Beginning on the starting date of competitive 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 niarltet 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 electdc
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 custoniers 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 the

comrnisslon, 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 commission 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. The commission shall take such rreasures as it considers necessary to protect the

confidentiality 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 annuat report of
its intrastate gross receipts and sales of kilowatt hours of eiectricity, and shall require each electric

services company, electric cooperative, and governniental aggregator subject to certification to file
an annual report on and after that starting date of such receipts and sales frorn 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.

Effective Date: 10-05-1999

codes.ohio.g odorcl4928.06 V
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492$.141 Distr°ibution utiiity to prrovide standard service offer.

(A) Beginning January 1, 2009, an electric distribution utility shall provide consumers, on a comparable

and nondiscriminatory basis within its certified territory, a standard service offer of all competitive

retail electric services necessary to maintain essential electric service to consumers, including a firm

supply of electric generation service. To that end, the electric distribution utility shall apply to the
public utilities commission to establish the standard service offer in accordance with section 4928.142

or 4928,143 of the Revised Code and, at its discretion, may apply simultaneously under both sections,
except that the utiifty's first standard service offer application at minimum shall include a filing under

section 4228.143 of the Revised Code. Only a standard service offer authorized in accordance with

section 428.142 or 2a.143 of the Revised Code, shall serve as the utility's standard service offer
for the purpose of compliance with this section; and that standard service offer shall serve as the
utility's default standard service offer for the purpose of section 4928.14 of the Revised Code.

Notwithstanding the foregoing provision, the rate plan of an electric distribution utility shall continue
for the purpose of the utility's compliance with this division until a standard service offer is first

authorized under section 4928.142 or 4928. 43 of the Revised Code, and, as applicable, pursuant to
division (D) of section 4928.143 of the Revised Code, any rate plan that extends beyond December

31, 2008, shall continue to be in effect for the subject electric distribution utility for the duration of
the plan's term. A standard service offer under section 4928.142 or 422$. 143 of the Revised Code

shall exclude any previously authorized allowances for transition costs, with such exclusion being

effective on and after the date that the allowance is scheduled to end under the utility's rate plan.

(B) The commission shall set the time for hearing of a filing under section 4 2a.142 or 4928.143 of the

Revised Code, send written notice of the hearing to the electric distribution utility, and publish notice

in a newspaper of general circulation in each county in the utility's certified territory. The comrnission
shall adopt rules regarding filings under those sections.

Effective L)ate: 2008 SB221 07-31-2008

codes.ohio.g rn9orc/4928.141
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4928.142Standard generation service offer price - competitive
bidding.

(A) For the purpose of complying with section 4,9,,,2$.141 of the Revised Code and subject to division
(D) of this section and, as applicable, subject to the rate plan requirerrvnt of division (A) of section

4928.141 of the Revised Code, an electric distribution utility niay establish a standard service offer
price for retail eiectric generation service that is delivered to the utility under a market-rate offer.

(1) The market-rate offer shall be deterniined through a competitive bidding process that provides for
all of the following:

(a) Open, fair, and transparent competitive solicitation;

(b) Clear product definition;

(c) Standardized bid evaluation criteria;

(d) Oversight by an independent third party that shall design the solicitation, adnnister the bidding,
and ensure that the criteria specified in division (A)(1)(a) to (c) of this section are met;

(e) Evaluation of the submitted bids prior to the selection of the least-cost bid winner or winners. No
generation supplier shall be prohibited from participating in the bidding process.

(2) The public utilities commission shall modify rules, or adopt new rules as necessary, concerning the

conduct of the competitive bidding process and the qualifications of bidders, which rules shall foster

supplier participation in the bidding process and shall be consistent with the requirements of division
(A)(1) of this section.

(i3) Prior to initiating a competitive bidding process for a market-rate offer under division (A) of this

section, the electric distribution utility shall file an application with the commission. An electric
distribution utility may file its application with the commission prior to the effective date of the

commission rules required under division (A)(2) of this section, and, as the commission determines
necessary, the utility shall immediately conform its filing to the rules upon their taking effect. An

application under this division shall detail the electric distribution utility's proposed compiiance with
the requirements of division (A)(1) of this section and with commission rules under division (A)(2) of
this section and demonstrate that all of the following requirentents are net:

(1) The electric distribution utility or its transmission service affiliate belongs to at least one regional

transmission organization that has been approved by the federai energy regulatory commission; or
there otherwise is comparable and nondiscrinnatory access to the electric transmission grid.

(2) Any such regional transmission organization has a market-manitor function and the ability to take

actions to identify and mitigate market power or the electric distribution utility's market conduct; or a
simiiar market monitoring function exists with comneensurate ability to identify and monitor market
conditions and mitigate conduct associated with the exereise of market power.

(3) A published source of information Is available publicly or through subscription that identifies pricing
information for traded electricity on- and off-peak energy products that are contracts for delivery

beginning at least two years from the date of the publication and is updated on a regular basis. The
comrnission shall initiate a proceeding and, within ninety days after the application's filing date, shall

flieJ/1C:•/UsersfkyierlDeslQoptfawriter - ORC - 4928,142 Stardard generatlon serAcz otier priee-aompetitiw bidding..htrn 1/3

00287



8112/13 Lamiter - ORC - 4928.142 8tandard generation sertaoe offer priCe - cometiEts,e bSdding.

determine by order whether the electric distribution utility and its nlarket-rate offer meet all of the

foregoing requirenlents. If the finding is positive, the electric distribution utility may initiate its

competitive bidding process, If the finding is negative as to one or trore requirements, the commission

in the order shall direct the electric distribution utility regarding how any deficiency may be remedied

in a timely manner to the commission's satisfaction; otherwise, the electric distribution utility shall
withdraw the application. However, if such remedy is made and the subsequent finding is positive and
also if the electric distribution utility made a simultaneous filing under this section and section

4928.143 of the Revised Code, the utility shall not initiate its competitive bid until at least one
hundred fifty days after the filing date of those applications.

(C) Upon the completion of the competitive bidding process authorized by divisions (A) and (B) of this
section, including for the purpose of division (D) of this section, the commission shall select the least-

cost bid winner or winners of that process, and such selected bid or bids, as prescribed as retail rates

by the commission, shall be the electric distribution utility's standard service offer unless the

commission, by order issued before the third calendar day following the conclusion of the competitive
bidding process for the market rate offer, determines that one or more of the following criteria were
not met :

(1) Each portion of the bidding process was oversubscribed, such that the amount of supply bid upon
was greater than the amount of the load bid out.

(2) There were four or rrxare bidders,

(3) At least twenty-five per cent of the load Is bid upon by one or more persons other than the

electric distribution utility. All costs incurred by the electric distribution utility as a result of or related
to the competitive bidding process or to procuring generation service to provide the standard service
offer, including the costs of energy and capacity and the costs of all other products and services

procured as a result of the competitive bidding process, shall be tirriely recovered through the

standard service offer price, and, for that purpose, the conurtission shall approve a reconciliation
niechanism, other recovery rriechanism, or a combination of such rriechanisn-s for the utility.

(D) The first application filed under this section by an electric distribution utility that, as of July 31,

2008, directly owns, in whole or in part, operating electric generating facilities that had been used

and useful in this state shall require that a portion of that utility's standard service offer load for the

first five years of the rrarket rate offer be competitively bid under division (A) of this section as

follows: ten per cent of the load in year one, not more than twenty per cent in year two, thirty per
cent In year three, forty per cent in year four, and fifty per cent in year five. Consistent with those

percentages, the commission shall determine the actual percentages for each year of years one

through five. The standard service offer price for retail electric generation service under this first

application shall be a proportionate blend of the bid price and the generation service price for the

remaining standard service offer load, which latter price shall be equal to the electric distribution
utility's most recent standard service offer price, adjusted upward or downward as the convr ►ission
determines reasonable, relative to the jurisdictional portion of any known and measurable changes

from the level of any one or more of the following costs as reflected in that most recent standard
service offer price:

(1) The electric distribution utility's prudently incurred cost of fuel used to produce electricity;

(2) Its prudently incurred purchased power costs;
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(3) Its prudently incurred costs of satisfying the supply and deinand portfolio requirernents of this
state, including, but not limited to, renewable energy resource and energy efficiency requirements;

(4) Its costs prudently incurred to comply with environrrtental laws and regulations, with consideration

of the derating of any facility associated with those costs. In making any adjustn-ent to the most
recent standard service offer price on the basis of costs described in division (D) of this section, the

commission shall include the benefits that niay bedorrte available to the electric distribution t.itility as a

result of or in connection with the costs included in the adjustment, including, but not limited to, the
utility's receipt of emissions credits or its receipt of tax benefits or of other benefits, and,

accordingly, the commission may inipose such conditions on the adjustment to ensure that any such

benefits are properly aligned with the associated cost responsibility, The commission shall also

determine how such adjustrnents will affect the electric distribution utility's return on comrnon equity

that may be achieved by those adjustments. The cornmission shall not apply its consideration of the

return on corrmon equity to reduce any adjustments authorized under this division unless the
adjustnients will cause the electric distribution utility to earn a return on common equity that is

significantly in excess of the return on common equity that is earned by publicly traded cotripanies,
including utilities, that face coniparable business and financial risk, with such adjustments for capital

structure as may be appropriate, The burden of proof for demonstrating that significantly excessive

earnings will not occur shall be on the electric distribution utility. Additionally, the commission may
adjust the electric distribution utility's rriost recent standard service offer price by such just and

reasonable arrmunt that the commission deterrlnes necessary to address any emergency that
threatens the utility's financial integrity or to ensure that the resulting revenue available to the utility

for providing the standard service offer is not so inadequate as to result, directly or indirectly, in a
taking of property without compensation pursuant to Section 19 of Article I, Ohio Constitution, The

electric distribution utility has the burden of demonstrating that any adjustnient to its most recent
standard service offer price is proper in accordance with this division.

(E) Beginning In the second year of a blended price under division (D) of this section and
notwithstanding any other requirement of this section, the comnlission may alter prospectively the
proportions specified in that division to mitigate any effect of an abrupt or significant change in the

electric distribution util.ity's standard service offer price that would otherwise result in general or with

respect to any rate group or rate schedule but for such alteration. Any such alteration shall be made
not niore often than annually, and the commission shall not, by altering those proportions and in any

event, including because of the length of time, as authorized under division (C) of this section, taken
to approve the market rate offer, cause the duration of the blending period to exceed ten years as

counted from the effective date of the approved market rate offer. Additionally, any such alteration
shall be limited to an alteration affecting the prospective proportions used during the blending period
and shall not affect any blending proportion previously approved and applied by the commission under
this division.

(F) An electric distribution utility that has received comtrtission approval of its first application under

division (C) of this section shall not, nor ever shall be authorized or required by the commission to, file
an application under section 492 B.14 of the Revised Code.

Effective Date: 2008 SB221 07-31-2008; 2008 HB562 03-22-2008
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492 .143 Appltcataon for approval of e1ec#ric security pian ..
testingm

(A) For the purpose of complying with section 4 .141 of the Revised Code, an electric distribution

utility may file an application for public utilities con^mission approval of an electric security plan as
prescribed under division (B) of this section. The utility may file that application prior to the effective

date of any rules the commission may adopt for the purpose of this section, and, as the commission
deterrdnes necessary, the utility immediately shall conform its filing to those rules upon their taking
effect.

(B) Notwithstanding any other provision of Title XLIX of the Revised Code to the contrary except
division (D) of this section, divisions (I), (J), and (K) of section 4928.2Q, division (E) of section
492 <54, and section 4928.69 of the Revised Code:

(1) An electric security plan shall include provisions relating to the supply and pricing of electric
generation service. In addition, If the proposed electric security plan has a term longer than three

years, it may include provisions in the plan to pern-st the commissiaan to test the plan pursuant to

division (E) of this section and any transitional conditions that should be adopted by the commission if
the commission terminates the plan as authorized under that division.

(2) The plan may provide for or include, without limitation, any of the following:

(a) Autoniatic recovery of any of the following costs of the electric distribution utility, provided the
cost is prudently incurred: the cost of fuel used to generate the electricity supplied under the offer;

the cost of purchased powersuppJied under the offer, including the cost of energy and capacity, and

including purchased power acquired from an affiliate; the cost of emission allowances; and the cost of
federally mandated carbon or energy taxes;

(b) A reasonable allowance for construction work in progress for any of the electric distribution

utility's cost of constructing an electric generating facility or for an environmental expenditure for any
electric generating facility of the electric distribution utility, provided the cost is incurred or the

expenditure occurs on or after January 1, 2009, Any such allowance shall be subject to the
construction work in progress allowance limitations of division (A) of section 4909.15 of the Revised

Code, except that the commission may authorize such an allowance upon the incurrence of the cost

or occurrence of the expenditure. No such allowance for generating facility construction shall be
authorized, however, unless the commission first determines in the proceeding that there is need for

the facility based on resource planning projections submitted by the electric distribution utility.

Further, no such allowance shall be authorized unless the facility's construction was sourced through

a competitive bid process, regarding which process the commission may adopt rules. An allowance

approved under division (B)(2)(b) of this section shall be established as a nonbypassable surcharge
for the life of the facility.

(c) The estabiishment of a nonbypassable surcharge for the life of an electric generating facility that
is owned or operated by the electric distribution utility, was sourced through a conipetitive bid

process subject to any such rules as the comnriission adopts under division (B)(2)(b) of this section,

and is newly used and useful on or after January 1, 2009, which surcharge shall cover all costs of the

utility specified in the application, excluding costs recovered through a surcharge under division (B)(Z)

(b) of this section. However, no surcharge shall be authorized unless the conunission first determines

in the proceeding that there is need for the facility based on resource planning projections subniitted

cotlees.ohf o.g oUorc/4928,143 1/4
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by the electric distribution utility. Additionally, if a surcharge is authorized for a facility pursuant to

plan approval under division (C) of this section and as a condition of the continuation of the
surcharge, the electric distribution utility shall dedicate to Ohio consutners the capacity and energy

and the rate associated with the cost of that facility. Before the commission authorizes any
surcharge pursuant to this division, it may consider, as applicable, the effects of any
decommissioning, deratings, and retirernents.

(d) Terms, conditions, or charges relating to limitations on custorrer shopping for retail electric

generation service, bypassability, standby, back-up, or suppleniental power service, default service,
carrying costs, amortization periods, and accounting or deferrals, including future recovery of such

deferrals, as would have the effect of stabilizing or providing certainty regarding retail electric
service;

(e) Automatic increases or decreases in any component of the standard service offer price;

(f) Consistent with sections 4928.23 to 4928.2318 of the Revised Code, both of the following;

(i) Provisions for the electric distribution utility to securitize any phase-in, inclusive of carrying
charges, of the utility's standard service offer price, which phase-in is authorized in accordance with
section 492 .144 of the Revised Code;

(ii) Provisions for the recovery of the utility's cost of securitization.

(g) Provisions relating to transmission, ancillary, congestion, or any related service required for the

standard service offer, including provisions for the recovery of any cost of such service that the

electric distribution utility incurs on or after that date pursuant to the standard service offer;

(h) Provisions regarding the utility's distribution service, including, without linritation and

notwithstanding any provision of Title XLIX of the Revised Code to the contrary, provisions regarding

single issue ratemaking, a revenue decoupling mechanism or any other incentive ratemaking, and
provisions regarding distribution infrastructure and modernization incentives for the electric

distribution utility. The latter niay include a long-term energy delivery infrastructure modernization

plan for that utility or any plan providing for the utility's recovery of costs, including lost revenue,
shared savings, and avoided costs, and a just and reasonable rate of return on such infrastructure

modernization. As part of its determination as to whether to allow in an electric distribution utility's
electric security plan inclusion of any provision described in division (B)(2)(h) of this section, the

commission shall examine the reliability of the electric distribution utility's distribution system and
ensure that customers' and the electric distribution utility's expectations are aligned and that the

electric distribution utility is placing sufficient emphasis on and dedicating sufficient resources to the
reliability of its distribution system.

(i) Provisions under which the electric distribution utility may impiement econonNc development, job

retention, and energy efficiency programs, which provisions may allocate program costs across all

classes of custamers of the utility and those of electric distribution utilities in the sanie holding
company system.

(C)

(1) The burden of proof in the proceeding shall be on the electric distribution utility. The commission
shall issue an order under this division for an initial application under this section not later than one
hundred fifty days after the application's filing date and, for any subsequent application by the utility

codes,ohio.g oVorc14928.143 214
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under this section, not later than two hundred seventy-five days after the application's filing date.
Subject to division (D) of this section, the commission by order shall approve or modify and approve

an application filed under division (A) of this section if it finds that the electric security plan so
approved, Including its pricing and all other terrns and conditions, including any deferrals and any

future recovery of deferrals, is more favorable in the aggregate as compared to the expected results
that would otherwise apply under section 4928.142 of the Revised Code. Additionally, if the

commission so approves an application that contains a surcharge under division (B)(2)(b) or (c) of

this section, the commission shall ensure that the benefits derived for any purpose for which the

surcharge is established are reserved and made available to those that bear the surcharge.
Otherwise, the comrnission by order shall disapprove the application.

(2)

(a) If the con-rnission modifies and approves an application under division (C)(1) of this section, the
electric distribution utility may withdraw the application, thereby terminating it, and may file a new

standard service offer under this section or a standard service offer under section 4928.142 of the
Revised Code.

(b) If the utility terminates an application pursuant to division (C)(2)(a) of this section or if the

commission disapproves an application under division (C)(1) of this section, the conimission shall issue
such order as is necessary to continue the provisions, terms, and conditions of the utility`s most

recent standard service offer, along with any expected increases or decreases in fuel costs from

those contained in that offer, until a subsequent offer is authorized pursuant to this section or
section 4928.142 of the Revised Code, respectively.

(D) Regarding the rate plan requiremnt of division (A) of section 4928.141 of the Revised Code, if an
electric distribution utility that has a rate plan that extends beyond December 31, 2008, files an

application under this section for the purpose of its compliance with division (A) of section 4928.141

of the Revised Code, that rate plan and its terms and conditions are hereby incorporated into its
proposed electric security plan and shall continue in effect until the date scheduled under the rate

plan for its expiration, and that portion of the electric security plan shall not be subject to commission

approval or disapproval under division (C) of this section, and the earnings test provided for in division
(F) of this section shall not apply until after the expiration of the rate plan. However, that utility may

include in its electric security plan under this section, and the conTnission rrey approve, modify and

approve, or disapprove subject to division (C) of this section, provisions for the incremental recovery
or the deferral of any costs that are not being recovered under the rate plan and that the utility

incurs during that continuation period to comply with section 492 8.7.41, division (B) of section
4928.64, or division (A) of section 4928.66 of the Revised Code.

(E) If an electric security plan approved under division (C) of this section, except one withdrawn by

the utility as authorized under that division, has a term, exclusive of phase-ins or deferrals, that
exceeds three years from the effective date of the plan, the commission shall test the plan in the

fourth year, and if applicable, every fourth year thereafter, to determine whether the plan, including

its then-existing pricing and all other tertrn and conditions, including any deferrals and any future

recovery of deferrals, continues to be more favorable in the aggregate and during the remaining term

of the plan as compared to the expected results that would otherwise apply under section 49 2.142

of the Revised Code. The commission shall also determine the prospective effect of the electric

security plan to determine if that effect is substantially likely to provide the electric distribution utility

with a return on common equity that is significantly in excess of the return on common equity that is

codes. du o.g ou'orr14928.143
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likely to be earned by publicly traded companies, including utilities, that face comparable business and

financial risk, with such adjustments for capital structure as may be appropriate. The burden of proof
for demonstrating that significantly excessive earnings will not occur shall be on the electric

distribution utility. If the test results are in the negative or the commission finds that continuation of

the electric security plan will result in a return on equity that is significantly in excess of the return on

cornmon equity that is likely to be earned by publicly traded companies, including utilities, that will
face comparable business and financial risk, with such adjustments for capital structure as may be

appropriate, during the balance of the plan, the commission may terminate the electric security plan,

but not until it shall have provided interested parties with notice and an opportunity to be heard. The

commission rray impose such conditions on the plan's terndnation as it considers reasonable and

necessary to accommodate the transition from an approved plan to the more advantageous

alternative. In the event of an electric security plan's termination pursuant to this division, the
comimission shall permit the continued deferral and phase-in of any amounts that occurred prior to

that termination and the recovery of those amounts as contemplated under that electric security
plan,

(F) With regard to the provisions that are included in an electric security plan under this section, the

commission shall consider, following the end of each annual period of the plan, if any such
adjustments resulted in excessive earnings as measured by whether the earned return on common

equity of the electric distribution utility is significantly in excess of the return on common equity that

was earned during the same period by publicly traded companies, including utilities, that face
comparable business and financial risk, with such adjustnzents for capital structure as may be

appropriate. Consideration also shall be given to the capital requirements of future committed

investments in this state. The burden of proof for demonstrating that significantly excessive earnings
did not occur shall be on the electric distribution utility. If the commission finds that such

adjustn-Aents, in the aggregate, did result in significantly excessive earnings, it shall require the
electric distribution utility to return to consumers the amount of the excess by prospective

adjustments; provided that, upon making such prospective adjustments, the electric distribution
utility shall have the right to terminate the plan and immediately file an application pursuant to

section „9_?_8.142 of the Revised Code. Upon termination of a plan under this division, rates shall be
set on the same basis as specified in division (C)(2)(b) of this section, and the commission shall

pernrot the continued deferral and phase-in of any amounts that occurred prior to that termination and
the recovery of those amounts as contemplated under that electric security plan. In making its

deternNnation of significantly excessive earnings under this division, the commission shall not consider,
directly or indirectly, the revenue, expenses, or earnings of any affiliate or parent company.

Amended by 129th General AssemblyFile No,61,HB 364, §1, eff, 3/22/2012.

Effective Date: 2008 SB221 07-31-2008
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APPLICATION FOR REHEARING OF
TI E OHIO ENERGY GROUP

Pursuant to R.C. 4903.10 and Ohio Adm. Code 4901-1-35, the Ohio Energy Group ("OEG")

submits this Application for Rehearing of the August 8, 2012 Opinion and Order ("Order") of the Public

Utilities Commissioar of Ohio ("Cornmission"). OEG subrnits that the Order is unreasonable and

unlawful because:

It Was Unreasonable To Characterize The 12% Earnings Cap As A Significantly Excessive
Eamin8s Test ("SEET") Threshold ;Rather Than As An Electric Seceirity Plan ("ESP")
Provision Providing Rate Stability And Certainty Pursuant To R.C. 4928.143(B)(2)(d). By
Characterizing The 12% Earnings Cap As An ESP Provision, The Commission Can Achieve
The Same Result And Avoid Legal Issues Related To Whether The Proper Procedures For
Establishing A Formal SEET Threshold Were Followed.

2. The Commission Erred By Using An Improper Competitive Retail Electric Service
(°`CP.ES") Capacity Pricing Assumption When Calculating The Level Of The Retail Stability
Rider ("RSR"). The Commission Used Current Adjusted RPM Capacity Prices To
Determine CRES Revenues For Purposes Of The RSR Calculation, But Should Have Used
The Entire $188.88/MW-Day Capacity Price To Calculate The RSR,

3. If The $188.881MW-Day Capacity Price Is Not Used In The RSR Calculation, Then The
Amount Of The Capacity Defesral ($188.88/tv1W-Day Less RPM) Should Be Included For
Purposes Of Enforcing The 12% Earnings Cap. Counting The Deferral Is Consistent With
Commission Precedent And In Conformity With How Ohio Power's SEC 10-K And FERC
Form I Financial Statements Will Be Filed. Ignoring The Deferred Revenue Could. Result In
Ohio Power Earning Above 12%.
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4. The Commission Should CIarify That Separate Energy-Only Auctions Will Be Held For
Each AEP-Ohio Rate Zone In Order To Maintain Consistency With The Manner In Wh.ich
The Fuel Adjustment Clause And Phase-ln Recovery Rider Rates Will Be Recovered.
Separate Energy-Only Auctions For Each Rate Zone Are Required Because The "Price To
Beat" Is Significantly Higher In The Columbus Southern Power Rate Zone Than In The Ohio
Power Rate 2;one.

5. The Commission Should Leave Open The Possibility Of Blending The Phase-in Recovery
Rider Rates After The ESP Expires Because The Energy And Capacity Rates For Both Rate
Zones Will Be Determined On A Combined Basis At That Time.

6. The Order Violates the PJM Reliability Assurance Agreement (RAA). The PJM RAA
Requires That The State Compensation Mechanism Be Recovered From Either CRES
Providers Or Shopping Customers. The PJM RAA Is Central To The Coanmission's
Jurisdiction, And It Does Not Allow For Non-Shopping Retail Customers To Be Charged For
The Wholesale Capacity Costs Incurred by CRES Providers to Serve Switched Load.

7. The Commission Has No Authority Under State Law To Allow Aaiy Of The Deferred
Wholesale Capacity Costs Which CRES Providers Owe To AEP-Ohio To Be Recovered
From Retai! Customers (Either Shopping Or Non-Shopping) Through The RSR. Such Costs
Are Outside The Scope Of The ESP And Therefore Cannot Be Approved Under R.C.
4928.13 Or Deferred Under R.C. 4925.144.

A memorandum in support of this Application for Rehearing is attached.

Respectfv.lly Submitted,

`

David F. BoeYun, Esq.
Michael L.1Curtz, Esq.
K.urt.f. Boehm, Esq.
BOEIiel4I, KURTZ & LOWRY
36 East Seventh Street, Suite 15 10
Cincinnati, OH 45202
Ph: 513.421.2255 Fax: 513.421.2764
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MICurt n3BKLiawfir<n com
KPoehm^cr7.BKLlawfirm.com

COUNSEL FOR THE OHIO E1"dERG].j GROUP
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MEMORANDUM dN SUPPORT

1. It Was Unreasonable To Characterize The 1..2%® Earnings Cap As A Significantly Excessive
Earnings Test ("SEET") Threshold Rather Than As Aat Electric Security Plan ("ESP")
Provision Providing Rate Stabilaty And Certainty Pursuant To R.C. 4928.143(B)(2)(d). By
Characterizing The 12% Earnings Cap As An ESP Provision, The Corraraission. Can
Achieve The Same Result And Avoid Legal Issues Related 'I'o Whether The Proper
Procedures For Establashing A Formal SEET Threshold Were Followed.

To ensure that AEP-Ohio does not reap disproportionate benefits as a result of the RSR andlor

other components of the ESP, the Commission established for the three year terns of this ESP a return on

equity SEET threshold for AEP-Ohio of 12%.t But the establishment of a three year 12% SEET

threshold in this proceeding may give rise to concems about whether the Commission properly followed

the procedure required under R.C. 4928.143(F) for each annual SEET review. For example, some may

argue that the Commission must determine the return on equity of a comparable group of companies or

undertake other analytical steps each year before establishing a foianal SEET threshold. To quell such

concerns, the Con.unission should clarify that the 12% earnings cap was an ESP provision adopted

pursuant to R. C. 4928.143 (B) (2)(d),

R.C. 4928.143(B)(2)(d) provides that an ESP may include tetms, conditions, or charges "...as

would have the effect of stabilizing or providing certainty regarding retail electric service." A 12%

earnings cap stabilizes retail rates that may otherwise fluctuate too far upward and provides certainty

that AEP-Dhio will not substantially overearn as a result of the approved ESP. Hence, the Commission

may properly adopt a }2%o earnirags cap as an ESP provision, while allowing the formal SEET threshold

to be adopted independently of the 12% esararings cap. A similar approach was recommended by OEG

witness ICollen with regard to the Earnings Stabilization Mechanism proposed in his testimony.2 The

1 Order at 37.
a Direct Testimony of Lane 1Colien (May 4, 2® t 2) at 10:6-11:3; See also DuectTestixnony of Lane Kollsn (tOpril 4, 2012) in
the Capacity Case.
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Commission should therefore elarify that the 12% earnings cap was adopted as an ESP provision

pursuant to R.C. 4928.143(B)(2)(d) rather than as a formal SEET threshold.

2. The Coinnlission Erred By Using An Improper Competitive Retail Electric Servfee
("CRES") Capacity Pricing Assumption When Calculating The Level Of The Retail
Stabatity Rider ("RSR"). The Conamissiian Used Current Adjusted PtPM Capacity Prices
To Determine CRES R.€ventaes For Purposes C3f The RSR Calculation, But Should Have
Used The Entijre $188.88/MW-Day Capacity Price To Calculate the RSR.

The Cornmtssian erred by using RPM capacity prices to determine the CRES capacity revenues

when calculating the level of the Retail Stability Rider ("RSR"). As indicated on page 35 of the Order,

the Commission used RPM prices to project that AEP-Ohio would receive CRES capacity revenues of

$32 million in 2012/13, $65 million in 2013114, and $344 million in 2014/15. But the use of RPM

significantly understates the compensation that AEP-Ohio will actually receive for its costs of supplying

capacity to CRES providers.

Under the state compensation mechanism established in Case No. 10-2929-EL-tJNC (the

"Capacity Case"), AEP-Ohio will ultimately receive a cost-based rate of $188.88/MW-day as

compensation for its Fixed Resource Requirement ("FRR") capacity obligations. 'I`houo a portion of

the $188.88/MW-day cost-based capacity rate is to be deferred for collection at a later date, AEP-Ohio

will book as reventie the entire $1$8.88/MW-day as capacity service is provided to the CRES providers.

The Commission's use of RPM prices to calculate CRES revenues fails to account for this fact, leading

to an unreasonable increase in the level of the RSR charge.

The calculation of the RSR by the Commission results in AEP-Ohio being compensated twice

for its FRR capacity obligations - once through an increased RSI;. charge and then again when AEP-

Ohio's deferred capacity costs are recovered. Instead of using the RPM capacity prices to calculate

CRES capacity revenues for purposes of the RSR, the Comm,ission should use the full $188.88/MW-day

cost-based rate that AEP-Ohio will ultimately recover. This approach avoids double cornpensation to

AEP-Ohio and accurately reflects the true economics of the Commission's Orders.

4
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If the Commission does not adopt this recommendation, then at a minimum the Commission

should recognizc the deferred capacity revenue when enforcing the 12% earnings cap. This is discussed

in Section 3 below.

3. If The $188.88/MW-Day Capacity Price Is Not Used In The RSR Calculation, Then The
Amount Of The Cafraeity Deferral ($188.88>MW-Ipay Less RPM) Should Be Included For
Purposes Of Enforcing The 12"/o Earnings Cap. Counting The Deferral Is Consistent With
Commission Precedent And In Conformity With How Ohio Power's SEC 10-K And FERC
Form I Financial Statements Will Be Filed. Ignoring The Deferred Revenue Could Result
In Ohio Power Earning Above 12%.

Even if the Conztnisszon does not use the full cost-based rate of $188.881MW-day to calculate

CRES revenues in the RSR calculation, at minimum, the Commission should explicitly confirm that the

full cost-based rate of $188.881NIW-day, including the deferred capacity revenues, will be considered

for purposes of enforcing the 12% eamings cap. The inclusion of deferred revenues for purposes of

enforcing the 12% earnings cap is consistent with Commission precedent.3 The inclusion of deferred

capacity revenue is also consistent with how Ohio Power's earnings will be reported to the SEC on the

1 Q-1C and to the FERC on the Form 1. Recognizing the deferred capacity revenue reflects the economic

reality that customers will pay the deferred revenue and AEP-Ohio will receive it. Failing to recognize

the deferral will improperly push the revenue out to the years after the ESP is over when the 12%

earnings cap will not apply. Recognizing the deferral properly protects customers in the event that the

ESP is too generous to AEP-Ohio, in accordance with the language and intent of the Crder. 4

When enforcing the 12% earnings cap, the complete regulatory accounting for the capacity

deferral and related issues should be: 1) recognize the entire $188.88JM`i'V-day as current earnings {not

just the RPM component); 2) recognize the entire $3.50 -$4.{l0 per MWh RSR as earnings; and 3) the

3 Opuaion & Order, Case No. 14- t 261-EL-tfP7C (Jan. 11, 20 l 2) at 31.
4 See Order at 37 and 70.

00300



$1 .O0flVdWh of the RSR, earmarked for deferral repayment should be off-set with an atnortisation

expense of$I.OOAIWh. 5

4. The Cotnrnissioffi Should Clarify That Separate Energy-Only Auctions Will Be Held For
Each AEP-t?hio Rate Zone In Order To Maintain Consistency With The Manner In Which
The Fuel Adjustment Clause And Phase-In Recovery Rider Rates Will Be Recovered,
Separate Energy-Only Auctions For Each Rate Zone Are Required Because The "Price To
Beat" Is Significantly Higher In The Columbus Southern Power Rate Zone Titao. In. The
Ohio Power Rate Zone.

As part of the ESP, the Commission approved the holding of multiple energy-only auctions b

The Commission should clarify that these auctions will be held on a separate rate zone basis : one for

the Ohio Power Company ("OP") rate zone and one for the Columbus Southern Power Company

("CSP") rate zone.

The Commission decided to maintain separate Fuel Ad)ustment Clause ("FAC") rates for the OP

and CSP rate zones.7 Because FAC rates will be maintained separately for each rate zone during the

ESi', the energy-only auctions approved by the Commission should likewise be held separately for each

rate zone. The FAC rate for the OP rate zone is $32.43/Iv1Wh. The FAC rate for the CSP rate zone is

$38.69/.MVdh, Hence, CSP's FAC rate is approximately $6/MWb higher than OP's rate.g Because the

"price to beat" for energy is different in each rate zone, the energy-only auctions should be held

separately for each rate zone. Otherwise, the atiaction may result in unreasonably higli energy charges to

OP customers.

In addition, the Comrnission should explicitly state that it will not accept the energy-only auction

results if those results lead to rate increases for a particular rate zone. The Commission has the authority

to reject auction results. if the Conamission exercises this authority, AEP-Ohio will be able to provide

S This regulatory accounting assumes nucfianges to the August 8,2012 ESP Urder. However, as discussed in Section 6, webelieve that charging non-shopping customers for the $1/M4Yh deferral repaytnent violates the PJM RAA; and as discussedin Section 7, we believe that charging any customer (shopping or non-shopping) for the $ 1/M1Vh deferral repayment is notauthorized under state law.
b Order at 39-40.
' Order at 17.

g The rates listed are for SubtransrtaissionlTransn-tission customers.
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service to impacted customers as the provider-of last resort, an obligation for which AEP-Ohio is

compensated through SSO rates. Therefore, the Commission should keep in mind that it has the

flexibility to reject auction results that are higher than SSO rates for the same service.

Maintaining the flexibility to reject energy-only auctions which would result in rate increases is

especially important given the inherent mismatch that will be created. SSO customers pay average

embedded cost for capacity through the legacy cost-based rate structure. SSO energy costs are based on

OP/CSP's actual costs, Historically, this has meant high capacity costs associated with AEP-Ohio's

predorninately base load coal generation, but off-set by low coal-based energy prices. An energy-only

auction will be based upon locational marginal price (market pricing). The result of the energy-only

auction will be that SSO customers will pay the utility's average embedded cost for capacity and

marginal or market rates for energy. Marginal energy prices in PJM are now low. But all it would take

is an increase in natural gas prices to turn that around. The worst case scenario for SSO customers

would be if they are required to pay high average embedded capacity costs based upon base load coal

generation and high marginal (market) energy rates. Maintaining the flexibility to reject energy-only

auctions results by rate zone which would result in rate increases greatly reduces that risk,

:5-. The Comrrrxissroat Should Leave Open The Possibiiity Of Blending The Phase-In Recovery
Rider Rates After The ESP Expires Because The Energy And Capacity Rates For Both
Rate Zones Will Be Deterntiaaed On A Combined Basis A:t'f'hatTime.

The Commission determined that the PIiti2. rates should be maintained separately for the CSP

and OP rate zones.9 Part of the rationale for recovering PI#tit costs on a separate rate zone basis is that

this approach is consistent with the FAC recovery on a separate rate zone basis. The nonbypassable

PIR.R runs through December 31, 207 8.s° But the FAC rates expire with AEP-Ohio's ESP on May 31,

2035. At that point, all rates for energy and capacity will be the same for both zones. It may be

s Order at 55.
`° Order at 52.

7
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appropriate to blend the PIRR rates at that time. Therefmre, the Commission should state that it is not

precluding the possibility of blending the PIRR rates after the ESP expires.

6. The Order Violates the .Pim Ftelflabitity Assurance Agreement (RAA). The PJNI.
Requires That The State Compensation Mechanism Be Recovered From Either CRAARES
Providers Or Shopping Custocasers. The PJM RAA Is CentraI To The Comnzisslou's
Jurisdiction, And It Does Not Allow For Nbaa-Shopping Retail Customers To Be Charged
For The Wholesale Capacity Costs Incurred by CRES Providers to Serve Sivatched Load.

I'he Commission ordered that, of the $3.501NM and $4/MWh nonbypassable RSR, AEP-Ohio

must allocate $1lMYf3i toward repayment of the capacity costs de#"erred by the Commission in the

Capacity Case. I i However, the PJM Reliability Assurance Agreement {"RAA."} does not provide the

Commission authority to impose such a charge on non-shopping retail customers. Therefore, the

$1IMft of the RSR charge that is eartnarked to pay AEP-Ohio part of the capacity costs owed to it by

CRES providers cannot be assessed to SSO load.

The language of the RAA explicitly limits the parties that can be held responsible for

compensating AEP-Ohics under the state compensation mechanistn. The RAA contemplates only two

categories of entities that could be responsible for compensating AEP-Ohio for its FRR capacity

obligations: 1) "switching customers," aka shopping customers; or 2) "the LSE," aka CRES providers.

Section I3.8 of Schedule 8.1 of the RAA provides that °,jiJn tlae case of load reflected in tlae FRR

Capacit,y Plan t/iat switches to an altertiative retail LSE, wlaere the slate a°egittcator°y jurisdiction

requires switching custonsers or the LSE to cornpe'tsate tTie FRR Entity for its FRR capacity

obligations, sttch state compensation aaiechcanisnt will prevail."°? The PJM RAA does not provide the

Commission authority to hold non-shopping retail customers responsible for compensating AEP-Ohio

for its FRR capacity obligations under the state compensation mechanism.

}' Order at 36.
''° Fanphasis added,

8
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The Commission must abide by the explicit terms of the PJM RAA in setting rates under the

state compensation rrsechanism. OE(' urges the Commission not to exceed its authority under the plain

language of the PJM RAA by recovering any portion of the state compensation mechanism through a

charge to non-shopping retail customers, For to do so would, as the PJM RAA. recognizes, improperly

charge non-shopping customers for a service they are not using.

The PJM RAA is central to the Commission's jurisdiction to establish a cost-based rate for a

competitive retail electric service. The delegation of such authority by PJM and FERC to this

Commission will be a critical jurisdictional clement on appeal. The PJM RAA is already a critical

jurisdictional element in the August 31, 2012 Complaint for Writs of Prohibition and Mandamus filed by

IEU at the Supreme Court of Ohio (Case No. 12-1494).

The PJM RAA may be the Commission's ultimate trump card for justifying the establislarrient of

a cost-based rate for a competitive service. Therefore, it is essential that PJM RAA be complied with,

including the provision which dictates that the state compensation mechanism must be paid by either the

CRES providers or switclied loaz3.

7. The Com'rtisss`ora Has No Authority Under State Law To Allow Any O#' The Deferred
Wholesale Capacity Costs Which CRES Providers Owe To AEP-Ohio To Be Recovered
From Retail Customers (Either Shopping Or Non-Shopping) Through The RSR. Such
Costs Are Outside The Scope CDfThe ESP And Therefore Cannot Be Approved Under R.C.
4928.13 Or Deferred Under R.C. 4928.144.

`I'he Commission does not have authority under state law to allow AEP-Ohio to recover any of

the wholesale costs established under the state compensation mechanism from retail customers (either

shopping or non-shopping) through the RSR. 5ucli costs are outside the scope of the ESP and cannot be

approved under R.C. 4928.143 or deferred under R.C. 4928.144. Therefore, the $}l1V1Wh of the RSR

that is earrnarked to pay AEJ'-Ohio for capacity utilized by CRES providers should be eliminated.
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In its Order in the Capacity Case, the Commission took great care to explicitly characterize the

state compensation mechanism as a whvlesate cost-based rate not covered by Chapter 4928 of the

Revised Code. Throughout the Capacity Case Order, the Cornznissian reinforces this point, stating:

® "We azgree that the provision of capacity for CR.ESpt•oviders by AEF-ai:io, purstda38t
to the Company's FRR capacity obligations, is not a retail electric service as defined
by Ohio laiv, Accordingly, we find it arnnecessary to deternsirte whether capacity
service is considered a competitive or noncompetitive service zsnder Chapter 4928,
Revised Code. ""

"Althottglz Chapter 4928, Revised Cocle, provides for anarlcet-based pricingfor retail
electric gencratioit set-vice, those provisions do riot apply because, as we noted
earlier, capercity is a wholesale rather than a retaiCservice. "14

® "We cbnctacde that the state conipensation rnechanisna fcsr•,4EP-C?hio should be based
on the Coraspany's costs. "fs

^'"Therefore, with the intention of adopting a state conapensation mechanism tlaat
achieves a reasonable oiQtconie for all stakeholders, the Corrrm3ssion directs that tlae
state compensation nrechanism sliall be based on the costs incurred by tlce F.1tIZ Eattity
for its FXKR capacity obligations. „Ifi

®"Upon review of the considerable evidence in this proceeding, u,efiaad that the record
supports compeiisation of.$188.88IMdY-day as an appropriate charge to enable .e4EP
Clhio to recover its capacity costs for its FRIa ,obligationsfrcam CRES provtders. "t r

• "Given that compem zsation for AEP-Qhio 's FRR capacity obligations fi•orn CRES
provtders is wholesale in nature, use,frnd that AEP-Chio's formula rate template is an
appropriate startang point fbr deterrt:ination of its capacity costs, "t g

Because the costs established under the state compensation mechanism are wholesale costs not

covered by Chapter 4928, those costs are outside of the scope of the ESP and are not properly

recoverable from any retail customers through the RSR. The Supreme Court of Ohio has held that an

ESP provision is not authorized by statute if it does not fit within one of the categories listed in R.C.

4928.143{13}(2).19 These categories in the ESP statute are all for costs that consumers may owe the

utility for providing retail electric service. The wholesale capacity costs that CRES providers owe the

E3 Capacity Case Ordcr at 13.
14 Capacity Case Order at 22.
15 CaPacity Case Order at 22,
ts Capacity Case Order at 23.
t7 CapacityCase{)rder at 33.
8 Capacity Case Order at 33.
9 In re Columbus Southern P®tver• Ca., 128 Ohio S0d 5 i2, 2t3t 1-Ohio-1788, ^32.

IU
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utility do not fit into any of those categories. There is no provision of the ESP statute whereby ,A:EP-

Ohio's retail customers can be held responsible for wholesale costs that CRES providers owe to AEPa

f.3hio. Because such costs are not properly recoverable through an ESP, the Commission cannot

authorize AEP-Ohio to collect any of the wholesale capacity costs established under the state

compensation mechanism from retail customers through the RSR.

Because the wholesale capacity costs which the CRES providers owe AEP-Ohio are not properly

recoverable in an ESP, deferred recovery under R.C. 4928.144 is also improper. R.C. 4928.144

provides that the Commission may authorize a phase-in only of a "rate or price established under

Sections 4928.141 to 4928.143 of the Revised Code, " As discussed above, in the Capacity Case the

Commission repeatedly stated that the wholesale cost-based state compensation mechanism of

$188.88/MW-day was not established under Chapter 4928 of the Revised Code.

The proper solution is to charge CRES providers the full wholesale cost-based capacity rate of

$188.88lMW-day. I'his is what they owe AEP-Ohio and is this is what they should pay. Accordingly,

the Commission should rnodify the portion of the Order allowing AEP-Ohio to recover any of the

wholesale capacity costs that CRES providers owe the utility from retail customers through the RSR.

Requiring the CRES providers to pay what they owe will:

Make the Conmission's Orders consistent with the PJM RAA, which is the fundamental
jurisdictional foundation that allows AEP-Ohio to charge a cost-based rate for a competitive
retail electric service;

Make the Conamission's ®rders consistent with R.C. 4928.143 and 4928.144, which
authorize current or deferred recovery only of certain enumerated costs which do not include
wliolesale capacity costs owed by CRES providers to the utility;

« Greatly reduce the ratemaking complexity and associated consumer confusion;

• Avoid the accrual of a rnulti-hun.dred million deferral balance (plus interest) which will result
in consumers paying above market rates once the repayment comes dtae.

If
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CONCLUSION

WHEREFORE, for the foregoing reasons, the Commission should adopt the Ohio Energy

Gt°aup's recommendations in this presceedizag,

Resgectf►zlly Submitted,

David F. Boehm, Esq.
Michael L. Kurtz, Esq,
Kurt J. Bochrn, Esq.
ll]DOH:aA819Ag . Ri Qa & LOWRY

36 East Seventh Street, Suite 1510
Cincinnati, OH 45202
Ph: 513.421.2255 Fax: 513.421.2754
bBoehin@BK.T.lawfirm.corn
MKurtr^BTCL iawfirm.cam
KE3 a eh rn ^ cr^ 13 KL1 a wfi rrn . co rn

September 7, 2012 COUNSEL FQR THE OHIO ENERGY GROUP
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Ct)LUNS#.3U5 01•143212

COLUMBUS 01-€ 43212

EXELON GEAIEIi/iT1O€+d COMPANY LLC

SANDY 1. GRACE, ATCY

101 CCINSTC€LITl£3N AVE N.W. SL#ITE40E1 EAST

WISSHINu!'ON DC?U{:4U1

t'IRSTENERCIY S#3Llli'I(3;vS CORP MANAGER MARItiET

INTELLIC+ENCE °HAYt3E1k1; MARK A MR.

LOUIS M D'ALESSANDRIS FIRSTENERGY CORP

341 E,tfi•e11'E POND DRIVE 76 SOUTH MAIN STREET

AKRON 431•14 4'!'?{} AKRON a71i 44308

KROGER COMPANY, THE

MR. DENIS GEORGE 1014 VINE STE2CET-Gfl?

CINCINNATI C}I•145`?tl°2-1€00

°YGRYCk, ;LiARK

CHESTEK WILLCOX & SAXBE LLP

65 E. STATE STREET SUITE 1004

CC?LIJIVit3USOk3 43215

C7k-IlC') ENVIRONMENTAL C(.3UIe'GEi..

1207 GRQaiti'DV IEt41:Vr".. Si.)ITF 201

CC3LON413 Ua OH 432€ r-34•9

01-1i0 MALvlrlFtaCT€.tRT;RS'l:SSG3C1A3',ON

33 N HIGti S"1'REET

COLUMBUS U3? 43215

01-II0 PARTNERS FOR AFFORDABLE ENERGY

IiINEEOLTDAVID C

211 WEST LIMA ST. PO BOX 1793

FINDLAY OH 45839-1I93

ORMET PftlV!ltRY ALUMlNl^M CQR3'.

P.O. BOX 176

I-IA.s.°4Ni RAi. OH 4393 €

PAUL;I3iNG WIND F?4iZ^1 LLC

STEVE H47WARp, A'ITY

52 EAST GAY ST. P Q BOX 1 d;()g

COLUMBUS C3t3 43215

RETAIL T NEIdGY SUPPLY ASS43{;€ATIL3N (RESA)

STEPHEN HOWARD

52 E. GAY ST.

COLUMBUS OH 43215

THE PJM POWER PRE9VIt ERS GROUP

STEPHEN i•iC3bUtlf2$3,1'iTTCDRN['.l'

52 EAST GAY STR EET P 0 BOX 1008

COLUMBUS OH 432 € 6• E €2021

"DO8SGHER'TY, TRENT A MR.

t71-i€O EivV€RON141ENTALCOIJACIL

1207 G,Etttt3t3k?IEW AVE. SUITE 201

L,̀i3i.,t.fM£31JSCF$$ 43212

MCALISTER, L.€SA G

BRICIt.E.n & ECKLER

100 SOUTH T14€Rp STP.EE"6'

COLUlv[EUS CH 43215-4'?91

MOONEY, CC3LI;.EEN

231 WEST LIM,4. STftEET

EIND3aAY OH 45g40

liAND, EMMA F

SOldB+ls NSCHGlN i+IA'B"N & ROSENTHAL LLI'

1301 K STREET NW Si16TF 600 EASTTOWE€t

WASH I NGTON DC 204305

M.r.3P5 TGC1MER4', CHRISTOPHER

BR€CKE12 & ECKLER Lt.4'

€00 SOUTH THIRR STREFT

CCiLUMBLIS t3}1 43215

TI-1E [31cTRII3U'1'El7WlNC) ENERGY ASSOCIATION
TERRENCE O'DONNELL
iUil SOUTH "1`HiRD S-#"REET

COLUMBUS Q3l 43215-429 i

WAL-MART STORES EAST, LP AND SA.M'S EAST, INC

KE ti'NET$1 f+.RE, l£7[h', fi'3"$Y.3RhoE`i"

t"JN'E EAST r(3LfRTt3 STREET SUITE 1400

CiNClNNAT€ OH 45202
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AEP RETAIL ENERGY PARTNGR.^'s LLC

ANNE M.,tC3ccL

( RIVERSIDE PI,?te {e,?9TH FLOOR

COLUMBUS CBR 43215

A°.s"S£,^E.'.tA'I`6CkN OF IN1:3EI?E1lD1;N'T CC3I.LE+'sES AND
UN YVERSi"!'i ES OF OHIO

41 S. HIGH STREET, SUITE 2720

COLUMBUS O9-1432 €5-6€52

JADWIN, JAY E

AfP

155 W h?ATIC3I4iL'I^E BLVD Si.#ITE 500

COLUMBUS OP 43215

.i43NFS, C "C'C3DD t'sE?+#£:ItAI.. COUNSEL
^CHt7°i"6'E+dSTEIN ZUX & DUNN CO LPA

25+:9 WEST STREET

COLUMBUS 01•1 43215

tNC2US7`RIA €, ENERGY USERS UFd3HICsGENERAi
COUNSEL OLIKER, 3t3SF1>H e A.a aCBF;i?f:Y

SAR4UEY. C(iA#k'p,AbZO Pv9C?vCE WAL1:ACE & iv$9#tICli, t.l,C

21 EhST STFii'E :S TREFT;€7TE€ FLOOR 21 EAST STATE STFd:rET, 17TH FLOOR

CC3t,UtvI8t1SC3}-f43?[5 COLUMBUS OHIO 432I5

MEIGS COUNTY COMMISSIONERS

iV1ICiiAEi, t}AtiENPORT, PRESIDENT

100 PAS'3' SECOND STt?FrT

5'4:tMG ROe' 01145769

01110 CC3NSUMCFLS' C£3UNSEL

€a W. BR,OAD Sl`R:EET SI,,[TE 1800

COLUMBUS OH 43215M3485

KRAVIT4 ZACHARY D.

CHESTER, WILCOX & SAXBE, L€.i?

65 EAST STATF STREET, STE €00€3

COLUfv96USO}( 43Z15

ETTEit, 3"ERRY

OHIO C£€NSt;MERS' Ct3C NSkL
10 W. BROAD STREET SlI1TL 18€30

Ct31„UMBlJ3 C3H 43215

"I'tiSCARAWASf:OF?P^'€'Y

330 11'IdiVE#2S€TY DRIVE NE

NEW PHILADELPHIA 01,144663

UNITED WAY OF JEFFERSON COUNTY

50€ WASHINGTON S7'RE[:T
P.O. B€.?;41Afi3

STEUBENVILLE Ce[i 43952

WNITE, SCOTT M62_

€NTERSTATE GAS SUI'1?LY, INC.

fi 100 EIVi ER.Ai>C? PKWY

DUBLIN OH 4301 6
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This foregoing document was electronicaSly filed with the Public Utilities

Commission of Ohio Docketing Information System on

91712012 4:49:39 PM

in

Case No(s). 11-0346-EL-SSC?, 11-0348-EL-SSO,11-03434EL-AAM, 11-0350-EL-AAtV[

Summary: App for Rehearing Ohio Energy Group {t)EG) Application for Rehearing
electronically filed by Mr. Michael L. Kurtz on behalf of Ohio Energy Group
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