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BEFORE 

THIE l-"U'_Bl.lC UTILITIE COMB/fl$lON OF OHIO 
In the Matter of the Application of Ohio ) 
Power Company '° Ad°P' a Fm‘) CaseNo.14—1186-EL-RDR Implementation Plan for the Retail Stability ) 
Rider. ) 

‘i-*1ND1Nc; AND ORDER 
The Commission finds: 

(1) 

(2) 

(3) 

Ohio Power Company d/b/a AEP Ohio (AEP Ohio or the 
Company) is a public utility as déined in RC. 4905.02 and an 
electric utility as defined in RC. 4928.01(A)(11), and, as such, is 
subject to the jurisdiction of this Commission. 

On July 2, 2012. in Case No. 10-2929-EL-UNC, the Commission 
approved a capacity pricing mechanism for AEP Oh.io. In re Ohio 
Power Co. and Columbus Southern Power Co, Case No. 10-2929-El: 
U'NC (Capacity Case), Opinion and Order (July 2, 2012). The 
Commission established $183.88/megawatt-day (MW-day) as the 
appropriate charge to enable AEP Ohio to recover, pursuant to its 
fixed resource requirement obligations, its capacity costs from 
competitive retail electric service (CRES) providers. However, the 
Commission also directed that AEP Ohio's capacity charge to 
CRIB providers should be based on the rate established by the 
reliability pricing model (RPM) for PJM Interconnection, Ll.£ 
(PIM), including final zonal adjustments, in light of the fact that 
the RPM—based rate would promote retail electric competition 
The Commission authorized AEP Ohio to modify its accounting 
procedures to defer capacity costs not recovered from CRIS 
providers to the extent the total incurred capacity costs do not 
exceed $188.88/MW—day, with the recovery mechanisn to be 
established in the Company’ 5 then pending second electric 
security plan (BF) proceedings. Capacity Case at 33. 

On August 8, 2012, the Comnfission issued its Opinion and Order 
in Case No. 11-346-EL—SSO, et al., which approved, with certain 
modifications, AEP Ohio's application for a standard service offer 
in the form of an ESP, in accordance with R.C. 4928.143. In re 
Columbus Southern Power Co. and Ohio Power 01., Case No. 11-346-



14-1186-EL—RDR 

(4) 

(5) 

sumo, et aL (ESP 2 Case), Opinion and Order (Aug. 8, 2012). 
Among other provisions of the ESP, the Commission modified 
and approved AEP Ohio's proposed retail stability rider GER). 
which,inpart,wasintendedtoenabletheCompanytobegintn 
recover the deferred amount of its capacity costs, consistent with 
the Cornmission's directives in the Olpacity Case. Specifically, 
AEPOhiowaspermit-ted tocollectamonthlycharge of$3.50per 
megawatt hour (MWh) through May 31, 2014, and $4.00 per MWh 
between lune 1, 2014, and May 31, 2015, with $1.00 per MWh 
allocated toward the capacity deferral. Additionally, the 
Commission found that any ranaining capacity deferral balance 
attheconclusionoftheEPbermshouldbeamortizedovera 
three-yearperiodunlessotherwiseordcredbythecomnussion. 
TheComn1isaionalsodirectedAEPOhiot0fileil:actual 
shopping stat-istir: at the end of the El’ term and noted that all 
determinations for future recovery of the capacity deferral balance 
would occur following the Companys filing of its actual 
shopping statistics. ESP 2 Case at 36. 
On July 8, 2014, in the above-captioned case, AEP Ohio filed an 
application requesting approval to continue its implementation of 
the R511 In the application, AEP Ohio proposes a final 
implementation plan to continue the current $4.00 per MWh RSR 
charge, beginning on June 1, 2015, and continuing over a 
collection period of 32 months, until the remaining capacity 
deferral and carrying charge balance is fully recovered. AEP Ohio 
notesthat,asofJune1,2015,alloftheRSRrevenuewi1lbe 
applied to the remaining capacity deferral balance and carrying 
charges calculated at 5.34 percent annually. AEP Ohio points out 
that, by continuing the current $4.00 per Mwh RSR charge, the 
resulting collection period would be approximately 32 months, 
which is consistent with the 36-month timetrame contemplated in 
the ESP 2 Case. Finally. AEP Ohio propose to provide quarterly 
updates on the capacity deferral balance to Staff and to submit to 
a finandal audit of the final capacity deferral balance as of 
May31, 2015, subject to a specific audit process set forth in the 
Company’ a application 

On August 19, 2014, Industrial Energy Users-Ohio (LEU-Ohio) 
filed a motion to dismiss this use, assa-ting that the Commission 
lacks jurisdiction under state law and is preempted under federal
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(6) 

(8) 

(9) 

law from approving AEP Ohio's application AEP Ohio filed a 
memorandum contra on September 3, 2014. IEU-Ohio filed a 
reply on September 10, 2014. As further addressed below, the 
Commission finds that I1-TU-Ohio's motion to dismiss should be 
denied. 

On September 17, 2014, [EU-Ohio filed a motion for an order 
permitting the filing of additicmal authority in support of its 
motion to Specifically, IEU-Ohio notes that a recent 
federal appellate court decision will assist the Commission in 
making a proper determination regarding its authority in this 
case. AEP Ohio filed a memorandum contra on October 2. E14. 
IEU-Ohio filed a reply on October 9, 2014. The Commission finds 
that IEU-Ohio's motion for an orda permitting the filing of 
additional authority is reasonable under the circumstances and 
should be granted. 

By Entry issued on October 30, 2014, the attorney examiner 
established a procedural schedule, with an intervention deadline 
of November 24, 2014, and and reply comments due on 
December 1, 2014, and December 16. 2014, respectively. The 
attomeyexamineralsogr-antedmotionstointerveneinthis 
proceeding filed by the Ohio Energy Group (OEG), Ohio Hospital 
Association (OI-IA), Ohio Manufacturers’ Association Energy 
Group (OMAEG), IEU—Ohio, Ohio Consumers’ Counsel (OCC), 
and The Kroger Company (Kroger). 
Subsequently, a motion to intervene in this proceeding was filed 
by the Retail Energy Supply Association (RIEA) on November 21, 
2014. On November 24, 2014, Direct Energy Service, LLC, Direct 
Energy Business, LLC, and Direct Energy Busines Marketing, 
LLC (collecfively, Direct Energy) also filed a motion to intervene. 
No memoranda contra were filed. The Commission finds that the 
motions to intervene filed by REA and Direct Energy are 
reasonable and should be granted. 

Consistent with the established procedural schedule, initial 
comments were filed by Staff, IEU-Ohio, OMAEG, OHA, Krogm-, 
OCC, OEG, and REA. Reply comments were filed by AEP Ohio, 
IEU-Ohio, RESA, OMAEG, and OCC.
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Se 

(10) 

(11) 

(12) 

(13) 

lnitscomments,St'a£Estamthat,duringitsreviewofAEPOhio's 
application to continue the RSR, Staff discovered that the 
Company had overstated its carrying chargs by 52136.62 in its 
general ledger and the application. Staff further states that AEP 
Ohio agreed with Staffs assasment and recorded a correcting 
journal entry in its general ledger during June 2014. Staff 
concludes that AB’ Ohio's application is reasonable and 
recommends that the Commission adopt a final implanentation 
plan as proposed in the application. 

IEU-Ohio argue that Sm£f's endorsement of AEP Ohio's RSR 
application as reasonable is inconsistent with Staffs position 
presented in its briefs filed in the Company's third $1’ 
proceedings, Case No. 13-B85-EL-$0, et al., and in Duke Energy 
Ohio, lnc.’s pending B? proceedings, Case No. 14-841-EL-$0, et 
al. LEU-Ohio asserts that, in regards to power purchase 
agreements proposed in those casa, Staff argued that the 
Commission is preempted by the Federal Power Act (FFA) from 
1ricreasm' 

' 

g the compensation that the electric distribution utility 
receives for wholesale generation-related electric services. 

OCC notes that Staffs recommended approval of AEP Ohio's RSR 
application is limited to its verification of the Company's 
classification of all applicable charges, collectiom, and deferrals. 
OCC asserts that Srtafifs accounting review failed to consider the 
broader issues that must be addrssed in this proceeding. 

Noting that the Commission authorized the RSR in the ESP 2 Case. 
AEP Ohio replies that Staff's comments and recommendation 
appropriately reflect the scope of the RSR application. According 
toAEPOhio,thefocusofthisproceedingistoverifytheamount 
of the capacity deferral and finalize the post-Bl’ 2 rats to collect 
tl'tedeferralandassociatedcarryingcosts,subjecttoafinancial 
audit. consistent with RC 4928.144.
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[EU—Ohig 

(14) IEU-Ohio asserts that its mofion to dis-mm should be granted, as 
the Commission lacks to approve AEP Ohio's 
application In its motion to dismiss, IEU-Ohio raises the same 
arguments that are raised in in comments. Specifimlly, IEU-Ohio 
contends that the Commission lacks jurisdiction under RC. 
Chapters 4905, 4909, and 498 to adopt a cost-based ratemaldng 
methodology and increase AEP Ohio's compensation for a 
wholesale service such as capacity service. II-IU-Ohio concludes, 
therefore, that the Commission also has no to approve 
AEP Ohio's application Although IEU-Ohio recognizes that the 
Commission determined, in the Capacity Case, that the capacity 
service in question is a wholesale electric service, IEU-Ohio 
nevertheless proceeds to argue that, even if the capacity service is 
deemed a retail electric service, the Commission would lack 
jurisdiction, because the capacity service constitutes a generation- 
related service that has been declared a competitive retail electric 
service that is not subject to the Commission's regulation under 
R.C. Chapta 4928. Noting that the Commission authorized the 
capacity deferral under R.C. Chapter 4905, [EU-Ohio adds that 
R.C. 4928.144, which applies only to rate established under RC. 
4928.141 to 4928.143, does not provide the Commission with 
jurisdiction to authorize either the capacity deferral or the non- 
bypasseble RSR. Next, IEU-Ohio argues that RC. 4905.04, 
4905.05, 4905.06, and 4905.26 do not provide the Commission with 

to apply a cost-based ratemaking methodology to 
increase AEP Ohio's capacity compensafiorc IEU-Ohio also 
asserts that l-"]'M's Reliability Assurance Agreement (RAA) does 
not authorize the Commission to regulate prics for wholsale 
electric services. As its next argument, IEU-Ohio points out that, 
although the Commission regarded AEP Ohio's capacity service 
as a non-competitive electric generation service, the Commission 
lacks jurisdiction to authorize a rate for a noncompetitive retail 
electric service without following the procedural and substantive 
requirements of RC. Chapter 4909. Further, IEU-Ohio contends 
that the Cormnission lacks jurisdiction to authorize transition or 
equivalent revenues. As its final argument, [EU-Ohio asserts that, 
because wholesale capacity service is a field within the exclusive 
jurisdiction of the Federal Energy Regulatory Commission (FERC) 
under the EPA, the Commission is preempted from approving
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(15) 

CE 
(15) 

ME? Ohio's application in this case. [EU-Ohio notes that two 
recent federal appellate court decisions demonstrate that attempts 
by the states to price wholesale gene:-ation—related capacity and 
energy savices are preempted, because they invade a field of 
regulation within the exclusive authority of FERC. PPL 
Energy/Plus, LLC 17. Nazarian, 753 F.3d 467 (4th Cir. 2014) 
(Nazarian); PPL Energy/Plus, LLC 27. Solarium, 766 F.3d 241 (3d Cir. 
2014) (Solomon). lEU—Ohio concludes that the Commission is 
preempted from increasing AEP Ohio's compensation for capacity 
service above FERC-approved prices and, therefore, the 
Commission cannot authorize the Company to extend the RSR 
and collect the remainder of the capacity deferral. 

AEP Ohio notes that the arguments in IEU-Ohio's motion to 
dismiss and comments are identical to the arguments raised in the 
Capacity Case and the ESP 2 Case, which the Commission has 
already rejected. According to AEP Ohio, IEU-Ohio and several 
other intervenors attempt to challenge the Commission's final 
orders in those prior cases through improper collateral attacks in 
this proceeding. AEP Ohio also notes that it previously addressed 
IEU-Ohio's jurisdictional claims in the memorandum contra IEU- 
Ohio’s motion to dismiss and, for administrative efficiency, the 
Company incorporate the memorandum by reference. AEP Ohio 
requests that the Commission once again reject IEU-Ohio's claims 
and deny the motion to dismiss the Company's RSR application. 

OCC argues that AEP Ohio's proposed collection of deferred 
capacity costs is inconsistent with the well-atablished ratemaking 
principle of cost causation OCC asserts that CR!-S providers 
caused AEP Ohio to incur its deferred capacity costs and, 
therefore, CRE providers should pay them OCC next contends 
that, if all residartial customers are required to pay for AEP 
Ohio's deferred capacity costs, it will result in an unreasonable 
and unlawful subsidy provided to CRES providers by the 
Company's distribution customers, in violation of R.C. 
4928.02(H), as well as a double payment by customers for capacity 
suvice. OCC recommends that, if AEP Ohio is permitted to 
recover its defa-red capacity costs from customers, the 
Commission should allocate the costs to each customer class 
based on the demand of the shopping customers within each class
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(17) 

(18) 

(19) 

during the capacity deferral paiod and the costs should be 
recovered only from shopping customers. As a separate matter, 
OCCa1guesthatAEPOhiotai1edtosuppottitsRSRproposal. In 
particular, OCC claims that AEP Ohio should provide work 
papers or other detailed documentation that shows the accounting 
and recovery of the capacity deferral balance from August 2012 
through May 2015, as well as the proposed collection of the 
remaining balance from June 2015 through January 2018. OCC 
contends that the one-page exhibit attached to the application is 
not sutficient to document that AEP Ohio has accurately 
calculated the capacity costs to be collected from customers. 
According to OCC, AEP Ohio has also fiailed to comply with the 
Commission's directives in the ESP 2 Case, which required the 
Company to submit shopping statistics and other data to support 
its proposed capacity charges. Finally, OCC requests that an 
evidentiary hearing be_ scheduled and that any collection of 
deferred capacity coss by AEP Ohio be made subject to refund. 
While OMAEG endorses OCC's recommendation that the cost 
causers be required to pay the deferred capacity costs, OMAEG 
suggests that converting the RSR charge to a demand charge for 
demand-billed customers is a more equitable allocation of 
deferred capacity costs. 

RESA opposes OCC's proposal that CRFS providers incur the 
deferred capacity costs. RESA 1103 that these same arguments 
wereraisedinthe (‘apna'tyCaseandtheE5P2 Caseandi-ejected by 
the Commission. 

Dapite OCC's claims otherwise, AEP Ohio responds that its 

actual shopping statistics are due, pursuant to the ESP 2 Case, 
after the and of the ESP 2 term AEP Ohio emphasizes that the 
Company's proposed final implementation plan provides for 
ongoing reconciliation of the actual and projected capacity 
deferral balance. AEP Ohio also reponds to OCC and several 
other intervenors that the Commission should not impose refund 
conditiom or defer its ruling in this proceeding. 

.7.
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(20) 

(21) 

01-IA urges the Commission to dismiss this case or, alternatively, 
hold itinabeyanoeuntil suchtimeasthelegalchallengestnthe 
Comrnisiun’sordersirrtheCapacityCasrandtl1eE$P2Casehave 
been resolved O1-IA emphasizes that, once the capacity deferral 
balance )1» been collected from _ral:epayers, fire prohibition 
againstretroactiverateumlcirrgwouldpreverrtarefrmdofthe 
amount collected, even if the underlying orders are determined to 
be unlawful. Ol-IA argues that a delay in the collection of the 
capacity deferral balance until after the Commission's orders have 
bee-rfoundlawfulwillcauseAEPOhionohann.bearuse 
carrying charges will fully compensate the Company for any 
delay in collection. Ol-IA adds that Naznrian and Solomon appear 
to rmtrict the Commission’: authority to determine AEP Ohio’: 
wholesale generation costs and revenues. 

RESA does not believe thatthisproceedingmustbe delayed until 
theappealsoftheESP‘2CuseandtheCapaciiyCasehavebeen 
concluded. REA suggests that the Commission esmblish a 
processtohearclaimsandtoadjustthecapadtydeferr-albalance 
basedontheout:corneoftheappea1softheESP2Caseandtl1e 
Ozpacitycase. 

OMAEG 
(22) OMAEG argues that AEP Ohio's application is prematu.re. 

because the Company has not yet filed the shopping statistics 
prescribed by the Commission in the E51’ 2 Case. Specifically, 
OMAEG notes that the Commission previously directed that all 
determinations regarding future recovery of the capacity deferral 
balance would occur following AEP Ohio's filing of its actual 
shopping statistics at the end of the current ESP term on May 31, 
2015. OMAEG, therefore, recommends that the Commission 
dismiss AEP Ohio's application as untimely filed or hold it in 
abeyance until the Company has filed its actual shopping 
statistics. OMAEG also asserts that AEP-Ohio has offered no 
rmson for its proposal to implement a 32-month colledion period 
instead of the 36-month period contemplated by the Commission 
in the ESP 2 Case. Finally, citing Narariarr and Salomon, OMAEG 
contends that the l-‘PA preempts Commission regulation of AH’ 
Ohio's compensation for wholesale capacity service.
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(23) AEP Ohio avas that OMAEG has elevated form over substance in 
its comments. AEP Ohio points out that the Commission is vested 
with broad discretion to manage its dockels and to decide how it 
maybstproceedtomanagetheorderlyilowofilsbuainess 
Toledo Coalition for Safe Energy 1:. Pub. Util. C0mm., 69 Ohio St.2d 
559, 433 N.E.2d 212 (1982). Ali? Ohio submits that delaying the 
reconciliation process, as OMAEG and othu intervenors propose, 
would create unnecasary regulatory lag which ultimately 
inc:-easestliccarryingchargesandthetotalamoimtthat 
customerswillberequiredtopay,aswellasresulti.nrate 
volatility and confusion. AEP Ohio states that the 32-month 
collection period is based on the continuation of the $4.00 per 
MW'hRSRchargeasoi]une1,2IJ15,andiscomparabletothe 
three-year collection period antidpated in the ESP 2 Case. 
Nonethelas, AEP Ohio notes that it deters to the Commission on 
this issue, provided any such modifimtion to the RSR is revenue 
neutral to the Company. 

Kflfi 
(24) Kroger requesm that, if the RSR is continued beyond May 31, 

Zfllitheratedesignbechangedfromanenergychargetoa 
demand charge for demand-billed customer classes. Kroger 
pointsoutthattheRSRenablaAEPOhiotorecovermpacity 
coststhatareallocatedtothevariouscustomerclassesonthebasis 
of demand. Kroger asserts that it is unreasonable for AEP Ohio to 
recover capacity costs through an energy charge from demand- 
billed customers, because it rsults in customers with higher load 
factors paying for a portion of the capacity costs attributable to 
lower load factor customers within the same customer class. 
l(rogerfurtherassertsthatitisafu.ndarnental prlnclpleof 
ratemaldng that, if costs are allocated on the basis of demand, they 
should also be recovered through a demand charge. Although 
Kroger recognizes that not all customers have demand meters. 
Kroger contends that the vast majority of medium and large non- 
residential customers have demand meters. Kroger concluds 
thatthereisnoreasonablebasisforfailingtopr-operlyaligncosls 
and charges for this group of customers. 

-9-
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(26) 

A13? Ohio replies that it does not oppose Krogefs proposal to 
allocate the recovery of the capacity deferral to customm on the 
basisofdemand, beginningonlunel. 2015, providedthe 
approved rate design is revenue neutral to the Company. 

0EGalsorecommendsthat,iftheCornmissionapprovAEP 
Ohio's proposal to continue the RSR, capacity costs be allocated 
amongthebusinesscustomerrateschedulaonthebasisof 
dunand and be recovered through a demand charge OEG nets 
that its recommendation properly accounts for cost-of-service 
diflerartials, is consistent with cost-causation principles, and is 
revenue neutral to AEP Ohio. OBG points out that, beginning on 
June 1, 2015, the RSR will enable AEP Ohio to recover only 
capacity costs, which should be allocated and recovered on the 
basis of demand. OEG, therefore, recommends that AEP Ohio be 
required to continue to allocate the total RSR revenue requirement 
between the four broad categories of customers on a 5 Coimident 
Peal<s(CP) basis. OEJGalsorecommendsthatAEPOhiobe 
requiredtofurtherallocateiesRSRcostsarnongeachbusinessrate 
schedu1eonademandbasis,usingthePIM5PeakLoad 
Contribution (PLC) method, and collect the RSR costs from the 
demand—billed business rate schedule through a demand charge. 
As another matter, OEG recommards that, if the Commission 
determines that the RSR should be allocated to customs clasm 
based upon shopping statistics, the Commission should require 
AEP Ohio to treat customers with approved reasonable 
arrangementsasaseparatecustomerclassforpurposesof 
allocation of RSR costs. Specifically, OEG propose that, if a 
reasonable arrangement customer shopped during the capacity 
deferral period, the customer would pay precisely the amount of 
RSR cosla that it caused AEP Ohio to incur back to the Company 
beginning on Iune 1, 2015, whereas reasonable arrangement 
customers that did not shop during the capacity deferral period 
would not be allocated any RSR costs. OEG notes that its 

proposalisnecessarytoensurethatreasonablearrangement 
customers do not pay a disproportionate share of RSR costs 
caused by other business customers. which OEG believes would 
undermine the economic development objeclivs of the 
reasonable arrangements.
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AEP Ohio responds fltat it does not oppose OEG's proposal to 
allocate the recovery of the capacity deferral to business 
customers on the basis of demand, as ofjune 1, 2015, provided the 
approved rate design is revenue neutral to the Company. 

RlBAa$ertsthattheComn1issionshouldrservetherightto 
make future adjustments to any deferred capacity amount that it 
authorizesinthiscasefarrecovery tiu-oughtheRSR.conunencing 
on]une1,2015,bmedontheoutcomesinanumberofcasesthat 
arependingbeforeflmecommissionandthesupremecourtof 
Ohio. Specifically, REA note that the Commission is in the 
procsa of reviewing allegations regarding AEP Ohio's alleged 
double recovery of certain capacity costs in Case No. 11-5906-Eb 
FAC, et al. R$A adds that the Commission's orders in the 
("fipndiy Ozse and the»E$P 2 Case rmnain on appeal. In light of 
these pending matters, RESA contends that the Commission 
should reserve, in the present case, the right to adjust the deferred 
capacity amount and reject any concerns that may arise over 
retroactive ratemaking. R}EA points out that the Omunission has 
not approved a rate for AB’ Ohio's recovery of deferred capacity 
costs after May 31, N15, and, therefore, the Commimion’s 
reservation of right to adjust the RSR would have only a 
prospective efiect on revenues to be collected by the Company in 
the future. 

AEP Ohio submits that its recovery of tl1e capacity deferral 
t.tuoughtheRSRhasbeertfullyan1finallyadjudicatedbeforethe 
Commimion and, absent reversal or remand by the Supreme 
Court of Ohio, must be implemented pursuant to the 
Commission’: directives in the ESP 2 Case. Accordingly, AEP 
Ohio contends that the only issue in this proceeding relates to the 
verification of the capacity deferral amount and finalization of the 
post-ESP 2 rates, including carrying charges. 

Upon review, the Commission finds that AEP Ohio's application 
for continued authority to implement the RSR is reasonable and 
consistent with out prior directives and should. therefore, be 
approved, to the extent addressed below, pursuant to KC. 

.11-
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4928.144 and our final orders in the Capacity Case and the ESP 2 
Case. AEP Ohio's proposal to continue the edsting RSR charge of 
$4.00 per MWh dos not appear to be unjust or unreasonable and, 
thus, it is unnecasary to hold a hearing in this matter. 

IntheESP2 Case, theCommissionapprovedtheRSR,i.npart, asa 
mechanism for AEP Ohio to begin to recover its deferred capacity 
costs, in accordance with our decision in the Capacity Case. 
Additionally, in the ESP 2 Case, we -directed, pursuant to RC. 
4928.144, that any capacity deferral balance remaining at the 
conclusion of the ESP term on May 31, 2015, should be amortized 
over a three-year period, unless otherwise ordered by the 
Commission. ESP 2 Case, Opinion and Orda (Aug. 8, 2012) at 36, 
52. In the present proceeding, AEP Ohio has proposed to 
conti.nue the RSR, beginning on June 1, 2015, and to collect the 
remaining capacity dderral and carrying charge balance over a 
period of 32 months. The Commission finds that AEP Ohio has 
offered a reasonable proposal to collect the remaining balance by 
continuing the current $41!) per MW11 RSR charge, resulting in an 
expected post-l§P collection period of 32 months, which is in line 
with the 36-month collection period anticipated by the 
Commission in the ESP 2 Case. Our continued approval of the 
RSR is subject to the following terms and conditions: 

(a) As of June 1, 2015, AEP Ohio should continue to 
collect the current $4.00 per MWh charge for the 
RSR, until the capacity dderral and carrying costs 
are fully recovered, with a collection period of 
approximately 32 months. 

(b) Beginning on June 1, 2015, AB’ Ohio should apply 
all of its RSR revenues to the remaining balance of 
the capacity deferral and carrying costs based on the 
Company's long-term cost of debt. 

(c) AEP Ohio should reduce the RSR charge for the final 
month of collection, in order to ensure that collected 
revenues match the final balance.
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(d) AEP Ohio should provide quarterly updates to Staff 
regarding the remaining capacity deferral balance, 
until the capacity deferral and carrying charges are 
fully collecmd. 

(e) A financial audit of the final capadty déerral 
balance as of May 31, 2015, should be conducted by 
Staff or, at Staffs discretion, an outside auditor, with 
the audit report to be filed in this docket By 
subsequent entry, the Commission will establish a 
process for review of the aud.it’s findings and 
recommendations. AEP Ohio's capacity deferral 
and carrying costs are subject to adjustment and. 
reconciliation as a result of the financial audit. 

(f) AEP Ohio should file its actual shopping statistics at 
the end of the current ESP term. As the Commission 
stated in the ESP 2 Case, all determinations for 
future recovery of the capacity deferral balance will 
occur following the filing of the actual shopping 
statistics. ESP 2 Case, Opinion and Order (Aug. 8, 
2012) at 36, Entry on Rehearing (Jan. 30, 2013) at 28. 

(32) Several of the intervenots raise the issue of federal preemption 
and assert that the Commission should reject AEP Ohio's 
application, in light of Naznrian and Solomon. We decline to 
address such constitutional issues, which are bat reserved for 
judicial determination.‘ Alternatively, the intervenors argue that 
the Commission should hold AEP Ohio's application in abeyance, 
given the pendency of certain cases before the Commission and 
the Supreme Court of Ohio. We note that any adjustment to AEP 
Ohio's deferred capacity costs that is necssitated by the outcome 
of any pending proceeding will be addressed at the proper time. 
Additionally, OMAEG contends that AEP Ohio's application is 
premature, because the Company has not yet filed its actual 
shopping statistics, as required by the Commission in the ESP 2 
Case. On the contrary, we find that AEP Ohio appropriately filed 
an application for authority to continue its collection of the RSR, 

1 We note. however, that AEP Ohio obtained FERC‘s approval of an appendix to the RAA that specifically 
referents the Commission’: decision in the Capacity Gzsz. PIM Interconnection, L.l..C., 143 FERC 1 61,164, at P 24 (2013).
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beginning on June 1, 2015. Following the conclusion of the ESP 2 
term, AEP Ohio should file its final actual shopping statistics, 
which the Commission will then evaluate in the course of making 
the final determination regarding recovery of the remaining 
capacity deferral balance. in the meantime, we find that it is 

reasonable to permit AEP Ohio to continue the status quo, by 
collecting the current $4.00 per MW'h RSR charge and applying 
the revenues to reduce the capacity deferral and carrying cost 
balance, beginning on June 1, 2015, until otherwise ordered by the 
Commision As AEP Ohio note, a tmiporary gap during which 
the RSR would not be charged to customers, pending our 
evaluation of the shopping statistics, would result in unnecessary 
volatility and confusion regarding the Company's rata 

With respect to the intervenors’ remaining comments, we find 
that their arguments in opposition to the capacity deferral and the 
RSR have already been thoroughly considered and rejected by the 
Commission in the Capadty Case and the ESP 2 Case. Specifically, 
the Commission has already addrmsed and denied. at length, 
arguments pertaining to our jurisdiction and authority to establish 
a cost-based capacity compensation mechanism for AEP Ohio, 
including the deferral of the Company's capacity costs and 
recovery th.rough the RSR; cost causation principles; the evidaice 
of record that supports our decisions; the process and procedural 
requirements that were followed in these cases; the statutory 
provisions regarding transition revenues that do not apply under 
the circumstances; and the cost allocation methodology adopted 
and implemented for the RSR. Capacity Case, Opinion and Order 
Only 2, 2012) at 12-14, 22-24, Entry on Rehearing (Oct. 17, 2012) at 
28-29, 31-32, 38-39, 43, 53-54, 56-57; ESP 2 Case, Opinion and Order 
(Aug. 8, 2012) at 35-36, 37, 52, Entry on Rehearing (Ian 30, 2013) at 
17, 18, 20, 21, 25-26. Such arguments raised hi this proceeding 
constitute a collateral attack on the Commission's final orders in 
theCapaa'tyCnseandtheE5P2(‘Ase. Forthesamereasons 
already articulated in those prior cases, we find that the 
inbervenors’ arguments regarding ‘the Commission's jurisdicfion. 
cost causation. adequate procss and compliance with procedural 
requirements, transition revenues, and the cost allocation method 
adopted for the RSR should again be rejected. We likewise deny 
IEU-Ohio's motion to dismiss.
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(34) Accordingly, the Commission finds that AEP Ohio should be 
authorized to file final tariffs consistent with this Finding and 
Order. The final tariffs shall be approved effective June 1, 2015, 
contingentuponfinalreviewbytl1eCommission. 

it is, therefore, 

ORDERED, That IEU-Ohio's motion to dismiss be denied. It is, further, 

ORDERED, That {EU-Ohio’: motion for an mdet perniifdng the filing of additional 
authority be granted. It is, further, 

ORDERED,1hatthemofiomtoinberva1effledbyR1SAandDi:ectEnergybe 
granted. It is, furdxer, 

ORDERED. Thai AEP Ohio’: application, as modified by this Finding and Ordu, be 
approved. It is, further, 

ORDERED, That AEP Ohio is authorized to file tariffs, in final form, consistent with 
this Finding and Order. AEP Ohio shall file one copy inthis case docket and one copy in its 
TRF docket It is, further, 

ORDERED, That a copy of this Finding and Order be served upon all parties of record. 
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