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BEFORE THE 

PUBLIC UTILITY COMMISSION OF OfflO 

In The Matter Of The Application Of Ohio Edison 
Company, The Cleveland Electric Illuminating 
Company And The Toledo Edison Company For 
Authority To Establish A Standard Service Offer 
Pursuant To R.C. §4928.143 In The Form Of An 
Electric Security Plan 

CaseNos. 08-935-EL-SSO 

BRIEF OF OfflO ENERGY GROUP 

ON SHORT TERM ESP 

The Ohio Energy Group (OEG)* submits this brief on the Short Term ESP 

I. COMMISSION OVERVIEW 

Ohio Edison, Toledo Edison, and Cleveland Electric Illuminating (Utilities) currently purchase 

generation for consumers who do not shop under a FERC-approved all-requirements contract with their 

affiliate FirstEnergy Solutions (FES). That wholesale power supply agreement was for a tiiree-year 

^ The members of OEG who take service from the FirstEnergy Utilities are: Air Products and Chemicals, Inc., AK Steel 
Corporation, Alcoa Inc., ArcelorMittal USA, BP-Husky Refining, LLC, Brush Wellman, Inc., Charter Steel, Chrysler LLC, 
Ford Motor Company, Johns Manville, Linde, Inc., North Star BlueScope Steel, LLC, PPG Industries, Inc., Republic 
Engineered Products, Inc., Severstal Warren, Inc. (formerly WCI Steel, Inc.), Sunoco, Inc. (R&M) and Worthington 
Industries. 



period and it expires on December 31, 2008. The maximum price FES can charge the Utilities under 

that FERC-approved contract for POLR service is $53.62/mWh.̂  

Assuming that a Long Term ESP is not in place before the end of the year, there are three likely 

scenarios by which the Utilities will procure generation for non-shoppuig consumers for the short-term 

period January 1,2009 through April 30,2009. 

1. The Commission may accept the Severable Short Term ESP SSO Pricing proposal set 

forth on pages 35-37 of the Utilities' Application in this docket The FES Short Term ESP generation 

price offer is $77.5/mWh. Because the terms and conditions of the Long Term ESP are incorporated, 

there are several additional distribution price adjustments in the Short Term ESP proposal. These 

include a non-bypassable Uncollectible Service Rider of approximately $22.8 million per year, a non-

bypassable Delivery Service Improvement (DSI) Rider of approximately $112 million per year, and a 

non-bypassable Minimum Default Service (MDS) charge of $10/mWh for consumers who shop. The 

Short Term ESP offered by FES would result in rate increases on average of: 

Ohio Edison-15.73% 

Toledo Edison-18.19% 

CEI-36.6%^ 

These are the real generation rate increases without any deferrals. While the FES Short Term ESP has 

the virtue of providing relatively fixed pricing, guaranteed rate increases of 15% - 36% are a steep price 

to pay for relative certainty. This is especially true since: a) FES' Short Term ESP will severely hinder 

shopping through the non-bypassable $10/mWh MDS; and b) generation prices in the wholesale market 

^ FirstEnergy Solutions Corp., Docket No. ER06-117-000 October 17,2006 Settlement Agreement, 117 FERC 1f61,278 
(2006). 
^ The rate increase to CEI customers under the FES Short Term ESP was calculated assuming that CEI would not waive its 
right to collect four months worth of RTC payments (approximately $140 million) unless a Long Tenn ESP agreement is 
reached. 



have fallen by approximately 24% since the FES Short Term ESP offer was made. We recommend 

against the FES Short Term ESP. 

2. OEG has proposed an alternative Short Term ESP in the testimony of its witness Mr. 

Baron at pages 11-15. Our proposal would require the Utilities to purchase generation for consumers 

who do not shop through the FERC-regulated MISO wholesale market. Since this case was filed about 

three months ago, prices in the MISO wholesale market have fallen by approximately 24%. Using the 

methodology adopted by the Utilities' own witness, but updated to actual prices as of October 10,2008, 

if the Utilities were to buy power for non-shoppers through the MISO market for the period January 

2009 - April 2009 the expected forward price is $55.26/mWh. The FES alternative price of 

$77.50/mWh represents a 40% premium above current wholesale forward prices. Based upon forward 

pricing as of October 10, 2008, the Short Term MISO Option recommended by OEG would result hi 

rate decreases for Ohio Edison and Toledo Edison and a small increase to CEI: 

Ohio Edison-(13.3%) 

Toledo Edison - (13.69%) 

CEI-4.38% 

The contrast is sharp. Accept the above-market FES offer and guarantee 15-36% rate increases; or pay 

only current MISO market prices and have the opportunity for 13%-14% rate reductions for Ohio 

Edison and Toledo Edison customers (about 65% of the total Fhst Energy load), and a small increase for 

the CEI customers,"* 

Our plan would not result in daily price changes at the retail level. Retail generation prices 

would be fixed at their current level, less RTCs as they naturally expke, and would be subject to a 

monthly true-up (credit or charge) to ensure full recovery of the FERC-regulated wholesale MISO rate. 

^ The small CEI increase results from the assumption that CEI would not agree to waive its right to collect four months worth 
of RTC payments (approximately $140 million) unless a Long Term ESP agreement is reached. This is the same assumption 
that was made in analyzing the Utihties' Short Term ESP offer. 



This process would result in relatively stable prices fi"om month to month. The monthly MISO true-up 

is shnilar to a fiiel adjustment charge or gas cost recovery charge. Our plan would not burden shoppers 

with a non-bypassable $10/mWh MDS charge.̂  Our plan would also avoid $45 million in distribution 

riders over the four month period. 

If Ohio and the rest of the economy continue to sink further into recession, then the reduced 

economic activity and lower demand for power may drive down wholesale market prices even further. 

For the four months at issue, the total savings to consumers under OEG's MISO Option (based upon 

October 10,2008 forward pricuag) compared to the FES offer is estimated to be $418.6 million. 

3, The final scenario is a generation rate fireeze for all consumers. This cannot be ordered 

by the Commission, but can be agreed to by FES (subject to the same FERC approval or waiver process 

as FES' Short Term ESP offer). Because the intent here would be to maintain the status quo for the 

Utilities, FES and all individual consumers durii^ a four-month perio4 it would be appropriate to 

impose the $10/mWh MDS charge in order to prevent customer migration through shopping. As an 

incentive, it may also be appropriate to include the two distribution riders. OEG believes that the Short 

Term MISO Option should be ordered, but that the generation rate fi-eeze/status quo option should be 

offered to FES as a compromise alternative. The generation rate fieeze plus a 2.5% surcharge on each 

customer's 2008 total bill proposed by Staff is another reasonable alternative that could be offered to 

FES. 

^ Because energy would be procured in the day-ahead MISO market there is no volumetric risk associated with customers 
either leaving SSO service or returning from a third party marketer to SSO service. Therefore, there is no need to 
compensate the Utilities with this large POLR charge. 



IL DISCUSSION 

1. The FES Short Term ESP Offer Guarantees Rate Increases To Non-Shoppers Of 15%-
36%, Would Place A Non-Bypassable $10/mWh Burden On Shoppers, Is 
Approximately $418.6 Million Above Prevailing Wholesale Market Prices And 
Therefore Should Be Rejected. 

FES has offered to sell generation to the Utilities for non-shoppmg consimiers for the period 

January 1, 2009 to April 1, 2009 in order to give the Commission additional time to act on the Long 

Term ESP. The Commission must choose to accept or reject the Short Term ESP by November 14, 

2008 or the offer is withdrawn.̂  The base generation rate under the FES Short Term ESP is 

$77.5/mWh, with $10.0/mWh bemg deferred with interest for later recovery.'̂  Except as otiierwise 

provided in its Application, the terms and conditions of the Long Term ESP would apply to the Short 

Term ESP. This means that consumers would be subject to additional rate increases for: 

a) a non-bypassable Non-Distribution Service Uncollectible Rider of approximately $22.8 
million per year;̂  

b) recovery of a non-bypassable Delivery Service Improvement (DSI) Rider of approximately 
$112 million per year;̂ ^ and 

c) recovery from shoppers of a non-bypassable Minimum Default Service (MDS) charge of 
$10/mWh.̂ ^ 

FES is currently providing all-requirements generation service to the Utilities for non-shopping 

(POLR) load. The current FES wholesale supply contract expires on December 31, 2008. The FES 

sales price to the Utilities under the current contract caimot exceed $53.62/mWh hi 2008. 

FES provides energy-related products and services to affiliated and non-affiliated companies and 

is a wholly owned subsidiary of FirstEnergy Corp. FES itself has two wholly owned subsidiaries: 

^ Application at p. 35. 
^ Application at p. 37. 
^ Application at pp. 36-37. 
^ Application at p. 15. 
^̂  Application at p. 21. 
^̂  Application at p. 14. 



FirstEnergy Generation Corp. (which owns and operates 9,395.8 MW of non-nuclear generating 

facilities); and FirstEnergy Nuclear Operating Company (which operates 3,407.5 MW of nuclear 

generating facilities). FES' total nuclear and non-nuclear generating capacity m 2007 was 12,803.3 

MW. In 2007, these facilities generated 71,140,730 mWh. In 2007, the total fuel, operating and 

production costs of tiie FES facilities was $35.39/mWh. In 2007, FES reported net mcome of $528.9 

million. This resulted in a 2007 retum on common equity for FES of approximately 24%. 

FES has provided no cost or market data to justify its four-month price offer of $77.50/mWh as 

being just and reasonable under the Federal Power Act. To cure this legal defect, on October 24, 2008 

FES filed an application at FERC seeking a waiver from the requirement that it obtain prior approval 

from FERC for sales of energy or capacity to Ohio Edison, Toledo Edison, and CEL̂ ^ FES justified its 

application for waiver on the grounds that Ohio consumers are protected from affiliate abuse because: 1) 

retail ratepayers in Ohio are not "captive'' since they retain the right to shop competitively for 

generation; and 2) the PUCO is "JUlly empowered to protect the interests of Ohio's retail customers." 

The assertion that the ratepayers of the Utilities are not "captive"' fails to address some important 

matters. First, the Commission is specifically authorized to place "limitations on customer shopping for 

retail electric generation service" as part of an ESP. ORC §4928,143(2)(d). This statutory provision 

specifically authorizes the Commission to make customers in an ESP ''captive'\ An MRO is different. 

The Commission has no authority to Ihnit shopping in an MRO. Second, the non-bypassable $l0/mWh 

MDS charge for consumers who want to shop has the real world effect of making the right to shop much 

more difficult, and therefore provides the opportunity for affiliate abuse. 

^̂  Attachment 1. 
^̂  Attachment 2. 
'̂̂  Attachment 2 at pp. 2-3. 



As to the assertion that the PUCO is '̂ fully empowered to protect the interests of Ohio's retail 

customers," we hope that FES is correct. But merely accepting the above-market $77.50/mWh 

generation price offer, plus the distribution riders of $45 million, plus the non-bypassable $10/mWh 

MDS, plus all of the other terms and conditions contained hi the Short Term ESP would not constitute 

adequate protection from affiliate abuse. The FES Short Term ESP offer would result in above market 

pricing by $418.6 million. This is only possible because of affiliate abuse. 

The following tables show the rate increases for each rate schedule for each Utility under the 

FES Short Term ESP offer of $77.5/mWh witiiout a deferral. 

Table 1 
Ohio Edison Company 

Proposed Short-term ESP Increases 
No Generation Cost Deferral 

Residential Service 
General Service - Secondary 
General Service - Primary 
General Service - Subtransmission 
General Service - Transmission 
Private Outdoor Lighting Service 
Street Lighting Service 
Traffic Lighting Service 
Total Company 

Present Proposed 
Revenue Increase/(Decrease) 

$1,050,950,746 
$742,018,527 
$274,619,326 
$71,549,620 

$324,456,963 
$6,881,189 

$10,879,288 
$1,294,903 

$2,482,650,560 

$119,295,249 
$90,407,752 
$46,357,779 
$15,670,323 

$115,425,171 
$553,280 

$2,541,948 
$388,852 

$390,640,354 

Percent 
Increase 

11.4% 
12.2% 
16.9% 
21.9% 
35.6% 
8.0% 

23.4% 
30.0% 
15.7% 

Sourc«: Hussng Scdwdule la. 



Residential Service 
General Service - Secondary 
General Service - Prunary 

Table 2 
The Toledo Edison Company 

Proposed Short-term ESP Increases 
No Generation Cost Deferral 

Present Proposed 
Revenue Increase/(Decrease) 
$290,090,704 
$279,379,142 
$112,735,395 

General Service - Subtransmission $9,014 J62 
General Service - Transmission $239,113,335 
Private Outdoor Lighting Service $1,835,222 
Street Lighting Service 
Traffic Lighting Service 
Total Company 

$7,062,145 
$882,072 

$940,112,777 

$41,983,659 
$3,661,012 
($350,278) 
($352,361) 

$125,170,341 
$412,163 
$645,956 

($146,049) 
$171,024,443 

Percent 
Increase 

14.5% 
1.3% 

-0.3% 
-3.9% 
52.3% 
22.5% 

9.1% 
-16.6% 
18.2% 

Source: Ifiissing Schedule la. 

Table 3 
The Cleveland Electric Illuminating Company 

Proposed Short-term ESP Increases 
No Generation Cost Deferral, Includes Current RTC Level in Proposed 

Present 
Revenue 

Residential Service $642,960,054 
General Service - Secondary $813,867,408 
General Service - Primary $30,272,861 
General Service - Subtransmission $262,511,781 
General Service - Transmission $45,793,241 
Private Outdoor Lighting Service $10,431,394 
Street Lighting Service $17,993,022 
Traffic Lighting Service $1,400,081 
CEI Contracts $101,559,051 
Total Company $1,926,788,893 

Proposed 
Increase/(Decrease) 

$193,264,797 
$313,216,424 
$12,715,039 

$116,826,331 
$21,971,988 
$3,398,767 
$5,618,971 

$592,732 
$38,607,410 

$706,212,459 

Percent 
Increase 

30.1% 
38.5% 
42.0% 
44.5% 
48.0% 
32.6% 
31.2% 
42.3% 
38.0% 
36.7% 

Source: Hossing Schedule la. 

The rate increase to CEI customers under the FES $77.5/mWh proposal shown above is much 

higher tiian for the otiier two Utilities because of RTC. The RTCs for Ohio Edison and Toledo Edison 



expire at tiie end of 2008. But the RTCs for CEI contmue at their current level until April 30, 2009, at 

which time they will be reduced by approximately 30% - 35% and then continue until the end of 2010.̂ ^ 

In 2008, CEI collected $418.8 million in RTC charges, or approximately $34.9 million per month. The 

above analysis assumes that CEI would not agree to waive its right to collect its January 2009 - April 

2009 RTC payments of approximately $140 million unless a Long Term ESP agreement is reached. 

The Commission should recognize that FES needs the Ohio load just as much as the Ohio load 

needs the FES generation. The 56.5 million mWh that Ohio consumers currentiy buy from the Utilities 

cannot easily be replaced. This was recognized in FES' October 24,2008 waiver application at FERC: 

"As explained below, under any plausible outcome of pending regulatory proceedings in 
Ohio, the FE MBR [market based rate] Sellers will have to continue supplying a material 
portion of the Ohio Regulated Utilities' load requirements beginning in January 2009. 

And, given the magnitude of the Ohio Regulated Utilities* generation needs relative to the 
amounts of uncommitted capacity in the regional bulk power market, it is virtually 
certain that Applicants will be selected to provide at least a portion of this power supply. 
For these same reasons, if Applicants did not participate, the liquidity and depth of the 
markets would suffer. 

Given the short lead times available prior to the expiration of the current rate plan on 
December 31, 2008, and the virtual certainty that Applicants' generation will be 
implicated under any new plan approved by the PUCO, the Commission should approve 
the tariff Amendments proposed herein, recognizing that the PUCO has the ability to 
protect Ohio retail customers against affiliate abuse. "̂ ^ 

As the de facto purchaser of billions of dollars worth of power, the Commission needs to exercise its 

buying clout for the benefit of consumers. Since the Utilities will not do it, this is necessary to protect 

against affiliate abuse. 

^̂  Case No. 05-1125-EL-ATA (RCP Stipulation). 
^̂  Attachment 2 at pp. 2, 9 and 13-14. 



Risk is a two-way street. While consumers would prefer a fixed price generation option (but not 

at the above market rate offered by FES), so would FES prefer the revenue stability of a known load and 

fixed pricing. On October 9,2008 FirstEnergy Corp. took the extraordinary step of issuing a letter to the 

Investment Community to calm fears about its liquidity position.̂ ^ This letter was also submitted to the 

SEC tiirough a Form 8-K filmg. On October 8, 2008 FhstEnergy Corp. and FES filed another 8-K with 

the SEC advising investors that "to enhance their liquidity position in the face of the turbulent credit 

and bond markets " FirstEnergy Corp. and FES entered into a $300 million secured loan agreement with 

Credit Suisse under very stringent conditions.*^ These 8-K SEC filmgs about liquidity underscore the 

value to FES of having a secure customer base and stable pricing. 

Well before the recent credit market turmoU occurred the rating agencies were concerned with 

FirstEnergy's exposure to volatile wholesale market pricing. On October 18, 2007, Standard & Poors 

lowered FirstEnergy's credit rating to BBB/Negative from BBB/Stable stating: "we revised the outlook 

because of the company's aggressive efforts to expose its generating assets in Ohio and Pennsylvania to 

market commodity risk " "Committing to a market-based future for its generating assets could dampen 

credit quality. "̂ ^ Moody's Investor Services raised the same concerns earlier this week: "Power 

companies that sell electricity at market prices face growing challenges, including fewer trading 

partners, reduced electricity demand and continued volatility in commodity prices ... Moody's kept the 

outlook for the merchant power sector at stable, but sees the credit crisis and a slowing economy 

increasing risks for the industry. "̂ ^ 

The FES Short Term ESP proposal is not reasonable and should be rejected. It is the product of 

self dealing and affiliate abuse. It would unnecessarily cause consumers to suffer rate increases of 15% 

"Attachments. 
'* Attachment 4. 
*̂  Attachment 5. 
°̂ Attachment 6. 
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- 36% through the payment of above-market generation rates and the payment of $45 million in 

distribution riders over four months. It would also unnecessarily burden shopping with a $10/mWh exit 

fee. In its place the Utilities should be reqiured to purchase generation for non-shoppers under the Short 

Term MISO Option sponsored by OEG. 

2. The Short Term MISO Market Plan Of OEG Should Be Approved. 

OEG recommends that the Commission approve its Short Term MISO Market plan. This would 

allow all consumers to benefit from the 24% decline in wholesale generation prices since this case was 

filed, 

OEG witness Mr. Baron tracks this decline hi his updated testimony. Table 2 to his updated 

testimony is reproduced below. Mr. Baron used the same methodology as the Utilities' witnesses Mr. 

Graves to calculate wholesale market prices to serve load in the FirstEnergy control area. This is the 

wholesale energy and capacity price (plus reserves) without any retail premium, or mark-up, to account 

for shopping risk. For the January 2009 through April 2009 period the FERC-regulated wliolesale 

market price has fallen from $72.49/mWh as of July 15, 2008; to $61.85/mWh as of September 19, 

2008; to $55.26/mWh as of October 10,2008.̂ * This is a 23.8% declme m tiiree months. 

^̂  As described in Mr. Graves's testimony, the market rate was developed using an average of Cinergy Hub and PJM West 
prices. 

11 



Table 4 
Average of Cinergy Hub and PJM West Forward Prices 

Month 

Jan-09 
Feb-09 
Mar-09 
Apr-09 

Jan-Apr Avg. 

Capacity Cost Rate ($/mW/day) 
Peak Load + Reserves 
Capacity Cost (@ 120 Days) 

Total Cost 

MWH Sales 

$/mWh 

July 15.2008 

366,491,657 
322,780,327 
279,537,902 
282,923,809 

1,251,733,695 

69.17 
13,327 

$110,619,431 

$1,362,353,125 

18,794,716 

$72.49 

Sept. 19. 2008 

301,744,112 
265,802,942 
239,778,174 
244,497,973 

1,051,823,202 

69.17 
13,327 

$110,619,431 

$1,162,442,633 

18,794,716 

$6L85 

Oct 10. 2008 

265,706,909 
233,954,477 
213,283,427 
214,979,554 

927,924,366 

69,17 
13,327 

$110,619,431 

$1,038,543,797 

18,794,716 

$55.26 

The most current wholesale market price in the record is the October 10, 2008 price of 

$55.26/mWh. The FES Short Term offer represents a 40% premium over this current wholesale market 

price. In dollars, the FES Short Term offer represents a $418.6 million above market overpayment by 

consumers over the four month period. 

The mechanics of OEG's Short Term MISO plan to avoid this $418.6 million overcharge are 

straightforward. 

First, the existing tariff or contract generation charges as of December 31, 2008 would remain m 

effect during the first four months of 2009, except that the RTC charges would be removed from each 

tariff or contract as they expire.̂ ^ The removal of RTC charges as they expire is required by ORC 

4928.141(A). 

Baron Direct Testhnony at pp. 12-13. 
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Next, each Utility's total average generation revenue per kWh would be calculated based on 

calendar year 2008 data. This will become the base-rate generation revenue for purposes of calculating 

future adjustments.̂ ^ 

Finally, the Utilities would purchase generation in the MISO day-ahead market to serve non-

shopping load. The Utilities could also hedge by locking in the pricing for all or part of projected load 

for one or more months. The difference between each Utility's actual cost of wholesale MISO 

generation and its average base-rate generation revenue would be added to or subtracted from each retail 

tariff or contract on an equal cents per kWh basis in the following monihs?^ The monthly true-up of 

base generation revenue collected in rates compared to actual purchase power costs from MISO is 

similar to a fuel adjustment clause or gas cost recovery clause. 

This three step process would give the Utilities full recovery of their wholesale power costs as 

required by federal law. The Utilities would suffer no loss. Retail rates would not chaise daily. They 

would change (up or down) only monthly to reflect the MISO true up. Because existing tariff or 

contract generation rates would be maintained (subject to the monthly MISO true-up) rate continuity for 

each customer would be achieved. 

No retail risk premium would need to be added to the MISO wholesale rate. As shopping 

customers come and go, the Utilities would simply buy more or less in the daily MISO market. The 

Utilities would have no retail shopping or POLR risk. 

Buying power for non-shoppers from the MISO admmistered wholesale market is operationally 

feasible. In the MRO case the Utilities testified that if a winning bidder defaulted on its supply 

obligations, then "the Companies will proctdre the defaulted power in MISO administered markets at 

' ' Id-
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prevailing FirstEnergy zonal spot prices."^^ The Utilities fiirther testified in the MRO case that if a 

supplier defaulted the Utilities could eng^e in hedging to manage MISO day ahead LMP price risk but 

would only do so if ordered to by the Commission.̂ ^ Therefore, the Utilities obviously know how this 

process works. But if the Commission has concerns about MISO's regulations, business rules or 

scheduling protocols, then MISO should be contacted directly. Presumably MISO will be very 

responsive to the efforts of a state commission in this regard. 

An additional benefit of this Short Term MISO plan is that no FERC approval would be needed 

as there would be no direct affiliate sales. In contrast, the FES Short Term ESP proposal would be 

subject to FERC approval unless the October 24,2008 FES waiver application is granted in the next two 

months. 

We have developed the following tables which calculate the rate changes each rate schedule 

would experience under the October 10, 2008 forward price of $55.26/mWh. The tables do not uiclude 

the distribution rate changes which are a condition of the FES Short Term offer. 

Table 5 
Ohio Edison Company 

Impact of OEG Proposed Short-term ESP 
No Distribution Rate Change, Generation at $55.26 per mWh 

Residential Service 
General Service - Secondary 
General Service - Primary 
General Service - Subtransmission 
General Service - Transmission 
Private Outdoor Lighting Service 
Street Lighting Service 
Traffic Lighting Service 
Total Company 

Present 
Revenue 

$1,050,950,746 
$742,018,527 
$274,619,326 
$71,549,620 

$324,456,963 
$10,879,288 
$1,294,903 
$6,881,189 

$2,482,650,560 

Proposed 
Increase/(Decrease) 

($102,398,622) 
($103,226,391) 
($44,027,333) 
($12,500,394) 
($65,507,720) 

($667,448) 
($377,451) 
($747,243) 

($329,452,601) 

Percent 
Increase 

.9.7% 
-13.9% 
-16.0% 
-17.5% 
-20.2% 

-6.1% 
-29.1% 
-10.9% 
-13.3% 

25 Case No. 08-936 Direct Testimony of Kevin Warvell at p. 14. 
^̂  Id. at 15 
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Table 6 
The Toledo Edison Company 

Impact of OEG Proposed Short-1 term ESP 
No Distribution Rate Change, Generation at $55.26 per mWh 

Residential Service 
General Service - Secondary 
General Service - Primary 
General Service - Subtransmission 
General Service - Transmission 
Private Outdoor Lighting Service 
Street Lighting Service 
Traffic Lighting Service 
Total Company 

Present 
Revenue 
$290,090,704 
$279,379,142 
$112,735,395 

$9,014,762 
$239,113,335 

$7,062,145 
$882,072 

$1,835,222 
$940,112,777 

Proposed 
Increase/CDecrease) 

($32,158,707) 
($50,544,178) 
($24,648,727) 
($1,687,204) 

($19,590,921) 
$371,675 
$57,736 
$84,136 

($128,116,191) 

Percent 
Increase 

-11.1% 
-18.1% 
-21.9% 
-18.7% 

-8.2% 
5.3% 
6.5% 
4.6% 

-13.6% 

Table 7 
The Cleveland Electric Illuminating Company 

Impact of OEG Proposed Short-term ESP 
No Distribution Rate Change, Generation at $55.26 per mWh 

Present 
Revenue 

Residential Service $642,960,054 
General Service - Secondary $813,867,408 
General Service - Primary $30,272,861 
General Service - Subtransmission $262,511,781 
General Service - Transmission $45,793,241 
Private Outdoor Lighting Service $17,993,022 
Street Lighting Service $1,400,081 
Traffic Lighting Service $10,431,394 
CEI Contracts $101̂ 559̂ 051 
Total Company $1,926,788,893 

Proposed 
Increase/(Decrease) 

$25,751,073 
$33,944,791 
$1,543,087 

$14,526,127 
$3,329,978 

$588,003 
$132,468 
$295,439 

$0 
$80,110,966 

Percent 
Increase 

4.0% 
4.2% 
5.1% 
5.5% 
7.3% 
3.3% 
9.5% 
2.8% 
0.0% 
4.2% 

Consistent with the prior analysis, the CEI rate impact assumes that CEI would not agree to waive its 

right to collect RTC payments of $140 million absent a Long Term ESP agreement. That is why CEI 

customers would have a small rate increase. 

15 



The economic slowdown or recession this country is currently experiencing may have a silver 

lining here. NYMEX natural gas futures for months January, February, March and April 2009 are all 

currently tradmg in the $7/mniBtu range.̂ ^ When the Utilities' ESP was filed, these same gas futures 

were nearly double in price.̂ ^ Since natural gas generation sets the LMP clearing price in peak hours 

this indicates continued low MISO pricing during the Short Term ESP. 

We have also included a graph showing the Cinergy Hub real time and day ahead prices which 

actually occurred over the last twelve months.̂ ^ The future will obviously be different, but from this 

graph you can see that Cuiergy Hub LMP pricing has been below $77.5/mWh for the vast majority of 

the hours over the last year. Again, keep in mind that an economic slowdown and low natural gas prices 

will tend to dampen LMP pricing even further. 

Under these circumstances, reliance on the MISO market for generation for non-shoppers is a 

better choice than the above-market FES Short Term ESP offer coupled with shopping limitations and 

unnecessary distribution riders. 

3. A Four Month Generation Rate Freeze Would Be A Reasonable Compromise. 

Freezing the existkig 2008 generation rates for the first four months of 2009 would result in an 

effective generation rate for Ohio Edison of $67.92/mWh, for Toledo Edison $67.28/mWh and for CEI 

$47.86/mWh.'̂ ^ This rate freeze analysis takes into account the fact that the RTCs for Ohio Edison and 

Toledo Edison expire at the end of 2008, but will continue for CEI. The weighted average generation 

price from FES needed to freeze existing rates is $60.77/mWh. This is a 21.6% reduction in the FES 

^̂  Attachment 7. 
' 'Id. 
^^Attachments. 
^̂  Attachment 9. 
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Short Term ESP price. Considering that in the last three months wholesale generation prices have 

declined by 23.8%, a price of $60.77/mWh seems reasonable. 

This proposal would result in all customers, including customers currently served under special 

contracts which expire at the end of 2008, to maintain stable rates for the first four months of 2009. 

Staff witness Mr. Fortney made a similar proposal at page 10 of his direct testimony, except that he 

would also add a 2.5% surcharge on each customer's 2008 bill. A 2.5% surcharge on 2008 total bills 

would yield approximately $44.6 million in additional revenue to the Utilities over the four month 

period. Staffs approach to impose a 2.5% rate increase on each ratepayer for four months is reasonable 

and should be offered to the Utilities as an alternative. 

In order to provide FES with a stable load the non-bypassable $10/mWh MDS charge could be 

imposed for four months to limit customer migration through shopping. Finally, an additional incentive 

to consider would be to allow the two distribution surcharges to operate thus providing the Utilities with 

an additional $45 million. 

Respectfully submitted, 

David F. Boehm, Esq. 
Michael L. Kurtz, Esq. 
BOEHM, KURTZ & LOWRY 
36 East Seventh Street, Suite 1510 
Cincmnati, Ohio 45202 
Ph: 513.421.2255 Fax: 513.421.2764 
E-Mail: dboehm@BKLlawfirm.com 
mkurtzfgiBKLlawfirm.com 

COUNSEL FOR THE OHIO ENERGY GROUP 
October 30,2008 

17 

mailto:dboehm@BKLlawfirm.com


Attachment 1 



SNL Interactive: Briefing Book: Corporate Profile Page 1 of 2 

wekf t iW Mirhfcel I . Kurt t (Terms) ' S u p p o r t ! ( a s s ) 2 7 5 - 2 8 2 2 K y l ^ « f « r « n « X B H y A c m v n t K m n H w I g * B v M S v n d n a n Log Ot f t 

C o m i N U t y L f l O k u p : i'ErterTkWBchangB ' ^ J ^ J 

B u i l d a C u s t o m R e p o r t 

S e l e c t T I c k e r - E x c h s n o e 

Prof l la 

Corpora t« Prof i t a 

Corporate Structure 

Office's 

Executive Compensation 

Peer Analysis 

• GAAP Financials 

Financial Highlights 

Balance Sheet 

Income Statement 

PerfbrmanceAnalysIs 

Cash Flow Analysts 

EBrrpA Analysis 

Operating Profile 

Debt Coverage Liquidity 

Pronie 

Segment Analysis 

fi Asae t t and Operat lona 

Infrastructure Map 

Operating Plants 

Plants In Development 

Power Plants by Type 

Wholesale Power Sold 

Fuel Purchased 

New», Evanta and Fl l l f i f ls | 

SNL News 

Press Releases 
Documents 

Energy Regulatory Filings 

Events Calendar 

fi Investor Presentations 

fi TranscHpts 

M Hwrgara «nd AcquiaJt iorw 

M&A History 

Strategic Intentions 

a Capi ta l S t ruc tu re 

Cai^t^l Structure 

Cai«t9l Offerings 

Traded Bonds 

Credit Ratings 

FirstEnergy Solutions Corporation oont have a portfolio? create onei 

Corporate Profile erssi^a 
>rporate Data 

Headquarters 

Phone 

w e b Address 

Ult imata Parent 

Indust ry 

Lines of Business 

SIC Code 

CEO 

CFO 

More off icers » 

States or Operation 

76 South Main Street 
Akron, OH 44308-1890 
USA 

(BOO) 736-3402 

FirstEncrBy Corpi 

Power 

Electricity 
4911 

Chartes E. Jones 

Richard H. Marsh 
Profassionals » 

MD, Ml, NJ, OH, PA 

•. Recmt News 

5/29/200S 

5/23/2008 

4/17/2008 

; 4/1S/2008 

;'] 

11 4/4/2008 

I 3/31/2008 
'• • 

i 3/7/2008 

i 11/21/2007 

N o r e » 

Extra Pennsylvania ut i l i t ies, seppliers 
meeting a l t u n a t i v e energy requirements 

Pennsylvania apiwoves Penn Power 
residential rates 

Maxim Power closes acquisit ion o f N « v 
Jersey power plant 

RasaaKh ft Analysis: RRAIert—Olilo Mouse 
Committee passes Sidirtltufee Senate Bttl 2 2 1 ; 
Full House to consider the bi l l 

Bills fbr Penn Power c<Hnmerclal customers 
torlsesllghUy 

FirstEnergy subsidiary signs renewaUa 
power supply contract 

Extra FirstEnergy subridiary t o Increase 
staite in Peiwisylvania nuke 

Extra PiratEnargy, subs id to les agree t o 
amend $2.75 bi l l ion credi t agreement 

: nnanc ia l Performance 

Period Ended 

I Assets ($000) 

Total Capital ization ($H} 

; Total DelM/Totai Cap ( ^ > 

Total Preferred/Tota l Cap (%} 

Common Equi ty/Total Cap ( ^ ) 

Pretax I n t Coverage •¥ Praf Divs ( x ) 

Recurring EBITDA/ In t Exp + Prvf Dlvs (x ) 

Credit Ratings - Long Term Issuer 

Moody's Baa2 

; Document Hlghl igi l ts 

10-Q 
Company Tearsheet (TEARSHEET) 

lO-K 

Electric Rsguiatery Filing (Mlsc) (Form 5«6) 

M o r e » 

6/30/2008 : 
10,513,387 

7,138.91 
64.90 

0.00 

3S.iO 
5.88 

10.32 

H o r « » 

3/27/2007 

H o r e » 

8/7/2008 

3/31/2008 

2/29/2008 

2/2/2006 

Company Description 

Based In Akron, Ohio, FirstEnergy Solutions Is an unrsgulated retail energy business subsidiary of FirstEnergy Corp., the naUm's 
fifth largest investor-owned eledjlc utility. FtrstEnergy Solutions currently provides energy-related products and servtces to 
wholesale and retail cusconners, induding supplying dectric generation to more than 400,000 customers throughout Diinols, 
Maryland, Michigan, New Jersey, Ohio, and Pennsylvania, and manages the energy and procurement needs fbr more than 
120,000 accounts. 

As of Date: 8/7/2008 

Lines Of Business 

Electricity 

Ganaration 

Regulated 

Sales 

Retail 

Tills Report Includes Propiietary Information. 
Please Do Not Use This Report, 

Or Information Contained Herein, 
Outside The Context Of This Proceeding. 

TM. p.g.u.111 a..Mit>.*—fjiin ^Q.iB ftirrt 

Site content and design Copyright © 2008, SNL Financial LC 
Usage of this product is governed by the Master SMtgcrtption Agreement. 

http://wv^ .̂snl.com/interactivex/snapshot.asDX?ResetDefaults=l&TD=4n7'̂ nfiS iJ/1 fi/onnfi 

http://wv%5e%5e.snl.com/interactivex/snapshot.asDX?ResetDefaults=l&TD=4n7'%5enfiS


SNL Interactive: Briefing Book: Officers Page 1 of 1 

Wekoir^e Mif:h<;p| I.. Kurtz (Terms) 

| S N l E x c e l A d d - t n | SNLi 
" S u i i p o r t i ( 888 } 2 7 5 - 2 8 3 2 H y P r t t f c m n c u H y A<XOwnt K n o v r i M l g * Bmmm L««Oitt 

TUnr^a ta r^ •;_ ') Qxnpanr Nant MMnOBd SiflRti 

B u i l d a C u s t o m R e p o r t 

S e l e c t T i c k e r - E x c h a n g e 

Prof i le 

Corporate Prof le 

Corporate Structure 

O f f l u r i 

Executive Compensation 

fi Peer Analysis 

• GAAP Financia ls 

Rnancfaf HiqMqhts 

Balance Sheet 

Income Statement 

Performance Analvsis 

Cash Flow Analvsis 

EBITDA Analysis 

Operating Profile 

Debt Coverage Liquidity 
Profile 

Segment Analysis 

• A s « e t i and Opera t ions 

Infrastructure Map 

Operating Plants 

Plants in Development 

Power Plants by Type 

Wholesale Power Soh] 

Fuel Purchased 

H e w s , E v e n f and Fl l lnf ls 

SNL News 

Press Releases 

Dxuments 

Energy Regulatory Filings 

Events Calendar 

fi Investor Presentations 

fi Transcripts 

ft Marg«rs and Acqu is i t ions 

M&A History 

Strategic Intentions 

fi Capi ta l S t r u c t u r e 

Capital Structure 

Capital Ofl'erlngs 

Traded Bonds 

Credit Ratings 

Fi rs tEnergy So lu t i ons Co rpo ra t i on Dont have a portfolio? create onei 

Officers 

Top Ei iecut ives 

Position 

Chief Executive Officer 

President 

Chief Financial o fncer 

Name Agei 

Charies E. Jones 52: 

-Chariflse.Jones sz: 
Rtchard H, MBrah S7 

Board o f D i rec to rs rCommltteo Mambwshlpl 

Name 

Anthtjpy ;i. Alexander 

Joseph J. Haqan 
Richard H. Marsh 

Board Compos i t i on 

Number of Employees on Board 

Averase Age 

Average Tenure 

l o f 3 

57 

5 

Age Employee?: 

56 No 

57 No 

57 Yes: 

erssi^« 
compensat ion 

NA 

IM 

NA 

Eiacted 

1999 

2007 

2QQ2 

Copyr igh t O 200B , SNL F inandal LC 
Usage of this product is governed by the License Agreement. 

SNL Hnanclai LC, One SNL Piaza, PO Box 2124, Chartottesvilie, Virginia 22902, {434} 977-1600 

This Report Includes Proprietary Information. 
Please Do Not Use This Report, 

Or Information Contained Herein, 
Outside The Context Of This Proceeding. 

http://www.snl.coin/interactivex/officers.aspx?ResetDefaults=l&ID===4073065 8/16/2008 

http://www.snl.coin/interactivex/officers.aspx?ResetDefaults=l&ID===4073065


r SNL Interactive: Briefing Book: Financial Highlights Page 1 of 2 

WslfOirf̂  P\Khef.:] l. KciV/. (Terms) 

| | S N L E x c e l A d d - I n ^ SNLi 
" S u p p o r t i (ASS) 2 7 5 ' 2 S 2 2 H y P r v f a r c n c u H y A c c o u n t Knovr i cdB* B « w i 

C o m p a f ^ I ^ B O k l ^ : enter TlBkar-BRhmna 

•; jQxrfmv 

Log O u t 

Build a Custom Report 

Sdect Tlclter-Exchanga 

MtVMKCd iMtCh 

Corporate Profile 

Corporate Structure 

Officers 

Executive Compensation 

fi Peer Analysis 

fi GAAP Financial! 

F inanda l H ig i t i i g l i t s 

Balance Sheet 

Income Statement 

PertormanceAnalysis 

Cash Flow Analysis 

EBITDA Analysis 

Operating Profile 

Debt Coverage Liquidity 
Profile 

Segment Analysis 

• A5«e t i atKl O p e r a t i o n * 

Infrastructure Map 

Operating Plants 

Plants In Development 

Power Plants by Type 

Wtiolesale Power Sold 

Fuel Purchased 

News , Events and Fi l ings \ 

SNL News 

Press Releases 

Documents 

Energy Regulatory Filings 

Events Calendar 

• Investor Presentations 

•1 Transcripts 

S M e r g T a a n d A c q u i s i t i o n ! 

M&A History 

Strategic Intentions 

B Capi ta l S t ruc tu re 

Capital Structure 
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Fi rs tEnergy So lu t i ons Corpora t ion oont î ave a portfolio? create one! 

Financial Highlights 

Native Currency: U.S. doIlar{USD) Current Currency: U.S. cloliar<USD) 

Mod i fy Per iods 

Period Ended 

Period Restated? 

Batance Sheet H igh l i gh ts ( $ 0 0 0 } 

Current Assets 

Net PP&E 

Total Assets 

L.ang-term Debt 

Equity 

Total Capitalization, at Boole Value 

I n c o m e S ta tem en t H igh l i gh ts ( $ 0 0 0 ) 

Energy Operating Revenues 

Operating Expense 

Recurring EBITDA 

Reported EBIT 

Reported Net Operating Income 

Net Income liefore Taxes 

Net Income before Exb^ordlnary 

Cash F low S t a t e m e n t H igh l igh ts ( $ 0 0 0 ) 

Cash Flow from Operating Activities 

Cash Flow from Investing Activities 

Cash Flow from Rnandng Activities 

Other Cash Flow 

Net Increase In Cash and Cash Equivalents 

Balance Sheet R a t i o s / Capi ta l ( % ) 

Total Equity/ Total Assets 

Working Capital ($QQQ) 

Long-term Debt/ Book Capitat 

Debt/ Book Capitalization 

P r e f e r ^ Incl. Mezzaninei/ Book-Value Capital 

I n c o m e S ta tem en t Ra t ios {(Vh) 

Recurring Revenue Grovrth 

Net Income Growth 

EPS Growth after Extra 

Dividend Payout Ratio 

Electric Revenue/ Operating Revenue 

Gas Revenue/ Operating l^venue 

Operattons & Maintenanoe/ OperaOng ExperKS 

Electric Generation/ Operating Expense 

Gas Cost/ Operating Expense 

Operating D&A/ Operating Expense 

Pro f i t ab i l i t y Rat ios (9/n) 

ROAA 

ROAE 

ROACE 

L iqu id i t y Rat ios ( x ) 

Pre-tax Interest Coverage Excl. ARJDC 

Pre-tax Interest and Pfd Coverage Excl. AFUDC 

2 0 0 4 Y 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA ! 

NA 

NA : 

NA ; 

HA ; 

NA ' 

N A ; 

NA : 

NA 

NA ' 

NA 

NA 

NA , 

2005 Y 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

HA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA ] 

NA : 

NA \ 

NA 

NA 

NA 

NA 

NA 

2 0 0 6 Y 

12/31/2006 

No 

1,640,166 

4,876,962 

7,999,007 

1,614,222 

1,859,363 

5,965,442 

4,011,353 

3,233,208 

1,100,968 

NA 

778,145 

655,001 

418,653 

858,841 

(915,890) 

57,049 

0 

0 

23.24 

(1,758,543) 

27.06 

68.83 

0.00 

NA 

NA 

NA 

NA 

96.60 

0.00 

31.78 

60.41 

0.00 

5.54 

NA 

NA 

NA 

4,11 

4.11 

i ie^8i^« 
m m ^ m ^ o 

View Definitions | 
2 0 0 7 Y 

12/31/2007 

No 

1,126,309 

5,164,456 

8,422,264 

533,712 

2,414,231 

4,953,203 

4,325,027 

3,406,239 

1,265,296 

NA 

918,788 

833,472 

528,864 

294,337 

1,295,404 

(1,589,721) 

0 

0 

28.66 

(1,910.593) 

10.78 

51.26 

0.00 

7.67 

26.33 

NA 

NA 

97.49 : 

0.00 i 

3o.sfi; 
61.22; 

0.00 i 

5.66 ; 

6.44 

•H V 
5.83 

5.83 

0 6 / 0 8 LTN 

06/30/2008 

No 

1,816,022 

6,829,005 

10,513,387 

478,312 

2,505,676 

7,138,910 

4,408,397 

3,624,274 

1,073,029 

NA 

784,165 

692,636 

433,022 

NA 

NA 

NA 

NA 

NA 

23.63 

(3,238,207) 

6.70 

64.90 

0.00 

NA 

NA 

NA 

NA 

NA 

O.OO 

31.14 

60.87 

0.00 

5.58 

NA 

f NA 

NA 

5.38 

5.88 
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Adjusted Cash Flow Coverage 

Recurring EBITDA/ Adjusted Interest & P re fen^ 

Earnings/ Fixed Charges 

Adjusted Operating Cash Flow/ Capitat Expenditures (%} 

Per Share Information ($) 

Common Sliares Outstanding (actual) 

Avg Diluted Shares Out (actual) 

Book Value per Share 

Tangible Book vaiue per Share 

Common Dividends Declared 

Basic EPS a r t ^ Extra 

Diluted EPS after Extraordinary 

EPS Growth after Extra (%) 

NA 

NA 

NA 

NA . 

NA 

NA ; 

NA : 

NA 

NA 

NA 

NA 

NA ^ 

NA ; 

NA 1 
NA : 

NA 

NA ; 

NA : 

NA 

NA 

NA 

NA 

NA 

NA 

5.47 

5.82 

4.43 

144.89 ._ 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

3.49 : 

8.02 ; 

5.57 

35.36 : 

NA 

NA ; 

NA -

NA • 

NA 

NA 

NA 

NA 

NA 

8.07 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 
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Traded Bonds 
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Fi rs tEnergy So lu t i ons Corpo ra t i on oon-t have a portfolio? create onei 

Balance Sheet 

Native Cuirency: U.S. dollar(USD) Current Currency: U.S. dollar{USD) 

Mod i fy Per iods 

e s i ^ d 
Modify Cunrenev i } 

Period Ended 

Period Restated? 

Cur ren t Assets ( $ 0 0 0 ) 

Cash and Cash Equivalents 

Gross Trade Accounts Receivable 

Trade Accounts Receivable Allowance 

Net Customer and Trade Accounts Re(Kivable 

Other Accounts Receivable 

Accounts E^celvable 

Unbilled Revenues 

invent(»ies 

Prepaid Expense 

Current Investments 

Sfwrt-term Energy Risk-mgnit Assets 

Deferred Taxes, Current 

0th tfT Current Assets 

Current Assets 

P rope r t y , P lan t a n d Equ ipmen t ( $ 0 0 0 ) 

Electric PP&E In Service, Gross 

Gas Pî &E In Service, Gross 

Other PP&E in Service, Gross 

PP&E In Service, Gross 

Accumulated Depletion, Depreciation & Amortization 

Net PP&B in Service 

Construction Woric in Progress 

Net Nuclear Fuel 

Other Net PP&E 

Net iV&E 

Other Assets ( $ 0 0 0 ) 

Noncurrent Investments 

Intangible Assets 

Long-term Energy Rlsl<-mgmt Assets 

Defeirred Taxes, Noncurrent 

Regittator^ Assets 

Total Other Assets 

Total Assets 

C u r r e n t L iab i l i t ies ( $ 0 0 0 ) 

Short-term Debt 

Current Portion of Long-term Debt 

Short-term and Current Long-term Debt 

Current Portion of Preferred Equity 

Accrued Interest Payable 

Income Taxes Payable 

Customer Security Deposits 

Otheir Accounts Payable and Accrued Expense 

Accounts Payable and Acaued Expense 

Short-term Energy Risk-mgmt Liabilities 

Other Current uabiltties 

Current uabilities 

O the r Ua l r i l i t i es ( $ 0 0 0 ) 

V i e w IMff lnHtons 

2 0 0 4 Y I 2 0 0 5 Y 2 0 0 6 Y 2 0 0 7 Y i 0 6 / 0 8 LTM 

NA : NA ; 12/31/2006 12/31/2007 ; 06/30/2008 

NA : NA ; No NO : No 

NA ; 

NA \ 

NA : 

NA ] 

NA ; 

NA ; 

NA 

NA ; 

NA : 

NA : 

NA : 

NA 

NA : 

NA 

NA : 

NA ; 

NA 

NA 

NA : 

NA ; 

NA ; 

NA ^ 

NA ; 

NA ; 

NA 

NA , 

NA 

NA 

NA 

NA 

NA 

NA 

N A : 

NA : 

NA : 

NA 

NA , 

NA '• 

NA 

NA 

NA 

NA 

NA 

NA 

NA ; 

NA ' 

NA I 
NA 

NA : 

N A ••: 

NA ; 

NA f 

NA i 

NA : 

HA 

NA 

NA ; 

NA 

NA 

NA 

NA : 

NA : 

NA f 

NA ; 

NA : 

NA : 

NA : 

NA ' 

NA : 

NA ; 

NA • 

NA 

NA '• 

NA 

NA 

N A ; 

NA 

NA 

NA 

NA : 

NA I 

NA; 
NA : 

NA ; 

NA : 

NA 

2 ; 

111,781 

7,938 : 

103,843 

992,536 

1,096,379 

26,000 

460,239 

57,546 

0 

NA 

NA 

NA 

1,640,166 

8,355,344 

0 

0 

8,355,344 

3,818,268 

4,537,076 

339,886 

NA 

0 

4,876,962 

1,373,681 

24,248 

NA 

0 

NA 

83,950 

7,999,007 

1,022,197 

1,469,660 

2,491,857 

0 

NA 

113,231 

0 
692,680 

805,911 

NA ; 

100,941 

3,398,709 

2 : 

114,918; 

8,072 : 

106,846 : 

473,106 : 

579,952 

27,000: 

427,015 ._ 

92,340 ; 

0 : 

NA 

NA ^ 

NA : 

1,126,309 : 

8,294,768 : 

0 

0 

8,294.768 ; 

3,892,013 

4,402.755 

761,701 : 

NA : 

0 ^ 

5,164,456 , 

1,435,817 ; 

24,248 S 

NA : 

276,923 i 

NA 

394,511 

8,422,264 

564,064 : 

1,441,196 

2,005,260 : 

0 : 

N A : 

171,451 ; 

0 : 

622,385 

793,836 i 

NA ; 

237,806 

3,035,902 

2 

123,236 

7,378 

117,858 

1,036,209 

1,154,067 

NA 

489,544 

172,409 

0 

NA 

NA 

NA 

1,816,022 

9,741,996 

0 

0 

9,741,996 

4.134,280 

5,607,716 

1,221,289 

NA 

0 

6,829, nOS 

1,363,527 

24,248 

NA 

247,968 

NA 

232,617 

10.513,387 

2,216,707 

1,938,215 

4,154,922 

0 

NA 

72,538 

0 

562,544 

635,082 

NA 

264,225 

5,054,229 
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Postretlrement Benefits 

Deferred Tax Uabllltv 

Obligations under Capital Leases 

Long-term Debt 

Long-term Energy Risk-mgmt Uabilities 

Regulatory Uabilities 

Total Other Uabilities 

Total Uabilities 

Mezzanine ($000) 

Redeemable Preferred 

Trust Preferred SecuriOes 

Minority Interest 

Subsidiary Preferred 

Totel Minority In tere^ 

Other Mezzanine Items 

Total Mezzanine Level Items 

Equity ($000) 

Total Prefetred Equity 

Common Equity 

Equity 

Common Shares Outstanding (actual) 

NA 

NA; 

NA ; 

NA : 

NA 

NA 

NA 

NA 

NA : 

NA 

NA : 

NA: 

NA ' 

MA ; 

NA ; 

NA 

NA : 

NA 

NA 

NA : 

NA 

NA 

NA > 

NA • 

NA : 

NA '' 

NA ' 

NA ] 

NA \ 

NA ; 

NA ' 

NA .; 

NA ' 

NA: 

NA : 

NA 

NA 

NA; 

103,027 

187,200 

0 

1,614,222 '. 

NA 

NA 

836,486 ; 

6,139,644 

0 

0 

0 

0 

0 

0 

0 

0 

1,859,363 

1,859,363 

HA 

63,136 

61,116 

199 ' 

533,712 : 

HA 

HA : 

2,313,167 : 

6,008,033 

0 ; 

0 ; 

0 ! 

0 \ 

0 : 

0 : 

0 ^ 

0 : 

2,414,231 

2,414.231 

NA 

66,515 

58,822 

NA 

478,312 

NA 

NA 

2,349,833 

8,007,711 

0 

0 

0 

0 

0 

0 

0 

0 

2,505,676 

2,505,676 

NA 
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M&A History 
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FirstEnergy Solutions Corporation oont have a portraiio? create onei 

Income Statement 

Native Currsncy: U.S. dotlar{USD} Current Currencv: U.S. doliar(USD} 

Modi fy Per iods 

F>eriod Ended 

per iod Restated? 

Opera t i ng Revenue ( $ 0 0 0 ) 

Electric Revenue 

Oil a Natural Gas Flevenues 

Other Operating Revenues 

Energy Operating Revenues 

Opera t i ng Expenses ( $ 0 0 0 ) 

Total Electrical Generation Cost 

Gas For Distrilxjtion 

Operations and Maintenance Expense 

Other operating Expense 

Oi^rating OD&A 

Taxes, Other »ian Income Tax 

Operating Expense 

Other Revenue ( $ 0 0 0 ) 

Partnership Inoanne 

Allowance for Equity Funds - Construction 

Other Noninterest Income 

Nonrecurring Revenue 

2 0 0 4 Y : 

NA 

NA . 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

2 0 0 5 ¥ 

NA 

NA ; 

NA ; 

NA 

NA ; 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

2 0 0 6 Y 

12/31/2006 ; 

NO ; 

3,874,903 ; 

Q : 

136,450 ; 

4,011,353 ; 

1,953,149 : 

Q : 

1,027,564 ; 

0 : 

179,163 : 

73,332 ^ 

3,233,208 -. 

NA : 

NA 

54,502 ; 

0 

t e r a # « 
Hodl^Cu^TWcy O 

v i e w De f ln l t i ans | 

2 0 0 7 Y 

12/31/2007 

No 

4,216,295 

0 

108,732 

4,325,027 

2,085,190 

0 

1,041,039 

0 ; 

192,912 

87,098 

3,406,239 

NA 

NA 

52,876 

0 

0 0 / 0 8 LTM 

06/30/2008 

No 

NA 

Q 

NA 

4,408,397 

2,205,946 

0 

1,128,582 

0 

202,284 

87,462 

3,624,274 

NA 

NA 

12,797 

0 

Other Expenses ( $ 0 0 0 ) 

interest Paid and Accrued 

Interest Capitalized 

Allowance for Borrowed Funds - Construction 

Amortization of Deferred Financing Costs 

Interest Expense 

Other Expense 

Nonrecurring Expense 

N«t I n c o m e ( $ 0 0 0 ) 

Net Income before Taxes 

Provision fbr Taxes 

Preferred Divs of Sub 

Other Minority Interest Expense 

Total r^lnority Interest Expense 

Trust Preferred Distributions 

Other After-tax Items 

Trust Preferred Distributions 

Net income before Extraordinary 

Discontinued Operations 

Change in Accounting Principles 

Eariy Retirement of Debt 

Other Extraordlnarv l t«ns 

Extraordinary Items 

Net Income 

Preferred Dividends 

Other Preferred Dividends after Net income 

Other Changes to Net Income 

Net Income Avail to Common 

Reported Net Operating Income 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

IMA 

NA 

NA 

NA 

NA 

NA ; 

NA ^ 

NA 

NA 

NA 

HA : 

NA 

NA . 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA : 

NA : 

NA 

NA 

NA ; 

NA 

NA : 

NA 

NA : 

NA : 

NA 

NA 

NA 

NA ; 

NA 

NA 

NA : 

NA ' 

189,141 ; 

11,495: 

NA 

NA 

177,646 

0 

0 

655,001 T 

236,348 

0 

0 ; 

0 ; 

0 

0 : 

a 

418,653 ; 

Q : 

0 ; 

0 

0 ; 

0 : 

418,653 

0 

0 

0 

418,653 

157,7QQ 

19,508 

NA 

NA 

136,192 

0 

0 

833,472^ 

304,608 '• 

0 

0 
0 

0 

0 

0 

528,864 

0 

0 

0 

0 : 

0 

528,864 

0 

0 

Q 

528,864 

133,364 

29.080 

NA 

NA 

104,284 

0 

0 

692,636 

259,614 

0 

0 

0 

0 

0 

0 

433,022 

0 

0 

0 

0 

0 

433,022 

0 

0 

0 

433,022 

778,145 916,788 784 ,185 
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Per Share Infbrmatton ($) 

Diluted EPS aftier Extraordinary 

Common Dividends Declared 

Avg piloted Shares Out (actual) 

NA : 

NA 

NA 

NA 

NA 

NA 

NA ; 

NA 

NA : 

NA : 

NA 

NA 

NA 

NA 

NA 
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HRM/AFFiLlATE 
OFFICES 

BOSTON 
CHtCAGQ 
HOUSTON 

LQS ANGELES 
NEW YORK 
PALO ALTO 

SAN FRANCI!^CO 
WlLfvllNGlON 

BE:IJINC 
BRUSSELS 
F^ANKfURT 
HONO KCNG 

LONDON 
MOSCOW 
MUNICH 
PARt3 

SAO PAl^O 
SHANGHAI 

SINGAPORE 

TOlCv*:̂  

By Hand Delivery 

Kiniberly D. Bose 
St^crcLary 
Federal Energy Regulatory Commission 
888 First Street, N.E. 
Washington, DC 20426 

RE: FirstEnergy Solutions Corp., Docket No. ER09-
FirstEnergy Generation Corporation, Docket No. ER09-
FirstEnergy Nuclear Generation Corporation, Docket No. ER09-" 
FirstEnergy Generation Mansfield Unit 1 Corp., Docket No. ER09-
Amendments to Market-Based Rate Tariffe Waiving Affiliate 
Restr ict ions in Ohio 

Dear Secretary Bose: 

FirstEnergy Solutions Corp. ("Solutions"), FirstEnergy Generation 
Corporation ("GenCorp"), FirstEnergy Nuclear Generation Corporation 
("Nuclear GenCorp"), and FirstEnergy Generation Mansfield Unit 1 Corp. 
("Mansfield") (collectively, "FE MBR Sellers" or "Applicants") hereby request the 
Commission to accept for filing under section 205 of the Federal Power Act 
("FPA") an original and six copies of proposed amendments to their market-
based rate tariffs (the "Amendments"). The Applicants are requesting a 

http://WWW.SHAODEN.COM
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Commiss ion determinat ion theit the Order No. 697^ requ i rement to obtain prior 
approvals for affiliate sales of electric energy or capacity do not apply to the 
Applicants ' power sales to FirstEnergy's regulated franchised public utilities in 
Ohio: The Cleveland Electric I l luminat ing Company ("Cleveland Electric 
Illuminating"), Ohio Edison Company ("Ohio Edison"), a n d The Toledo Edison 
Company ("Toledo Edison") (collectively "Ohio Regulated Utilities"). 

Approval of the Amendmen t s is necessary to a s s u r e un in te r rup ted 
service to the more t han 2 million retail cus tomers served by the Ohio 
Regulated Utilities upon expiration of cur ren t supply a r r angemen t s on 
December 3 1 , 2008 . As explained below, u n d e r any plausible outcome of 
pending regulatory proceedings in Ohio, the FE MBR Sellers will have to 
cont inue supplying a material portion of the Ohio Regulated Utilities' load 
requ i rements beginning in J a n u a r y 2009 . However, u n d e r t he t e rms of their 
existing marke t -based ra te tariffs and the Commission 's regulat ions governing 
affiliate t ransac t ions , such power deliveries cannot be cont inued beyond 
December 3 1 , 2008 without this Commiss ion 's author izat ion. 

The requested waiver of the Commiss ion 's affiliate rules is based on the 
Commission 's policy of grant ing such relief where no captive cus tomers exist or 
are otherwise protected agains t affiliate abuse . Both of those concerns are 
satisfied in this filing. First, there will be no wholesale c u s t o m e r s served by the 
Ohio Regulated Utilities a t the t ime any affiliate sales author ized by the 
Amendmen t s become effective.-^ Second, a s d i scussed below, the Commiss ion 
h a s previously determined tha t retail ra tepayers in Ohio a re not "captive" for 
pu rposes of determining whether the Order No. 6 9 7 restr ic t ions on affiliate 
sales and other rules governing affiliate relat ionships should apply. Third, 
Applicants note tha t even if the requested author izat ion is granted, the Ohio 
Regulated Utilities could not make any pu rchase s from the FE MBR Sellers 

Market-Based Rates for Wholesale Sales of Electric Energy, Capacity and Ancillary 
Services by Public Utilities, Order No. 697, FERC Stats. 8& Regs. ^ 31,252 ("Order 
No. 697"), order clarifying final rule, 121 FERC 1 61,260 (2007). order on reh'g and 
clarification, Order No. 697-A. 123 FERC K 61,055 ("Order No. 697-A"). order on 
reh'g and clarification, 124 FERC ^ 61,055 (2008) (codified at 18 C.F.R. p t 35). 

As discussed below, power sales to the only remaining wholesale customer serv-ed 
by the Ohio Regulated Utilities will terminate on December 31 . 2008. In the 
unlikely event there are any wholesale power sales beyond that date, Applicants 
will hold such customer harmless from any increased costs that might result from 
any affiliate sales authorized by the Commission in this proceeding. 
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without the prior approval of Ohio regulators who are fully empowered to 
protect the interests of Ohio's retail customers.^ 

For purposes of this filing, the Applicants are seeking a Commission 
determination that the provisions of section 35.39 related to power sales and 
other restrictions between affiliates now codified in the Commission's 
regulations do not apply in relation to Applicants' sales to the Ohio Regulated 
Utilities. To the extent necessary, the Applicants also seek waiver of the 
corresponding restriction on affiliate sales of electric energy of section 35.44(a), 
and the restrictions governing sales of non-power goods and services of section 
35.44(b), adopted by the Commission in Order Nos. 707 and 707-A.'* These 
determinations are reflected in the proposed Amendments to Applicants' 
market-based tariffs attached hereto. The Applicants respectfully request an 
effective date of December 15, 2008 for the Amendments. 

I. Background 

Order No. 697-A at P 202 defines captive customers as ''any wholesale or 
retail electric energy customers served by a franchised public utility under 
cost-based regulation." Order No. 697 (at P 479) specifically excludes from the 
term "captive customers" those customers who have the ability to select a retail 
supplier based on the rates, terms, and conditions of service offered. Retail 
customers who choose to be served under cost-based rates, but have the 
ability, by virtue of State law, to choose one retail supplier over another, are 
not captive. 5 By this defmition, the retail customers of the Ohio Regulated 
Utilities are not captive and, in any event, will continue to be fully protected 

As outlined herein, Applicants submit that the relief requested should be granted 
under the provisions of Order No. 697 governing affiliate waivers, given that there 
are no wholesale customers that might be affected by any sales from the FE MBR 
Sellers to the Ohio Regulated Utilities. Any concerns regarding retail aSili&te abuse 
are fully addressed by the continuing requirement for prior state regulatory 
approval of any purchases by the Ohio Regulated Utilities from the FE MBR 
Sellers. Thus, given the unique factual circumstances and timing issues arising 
from recent Ohio legislation governing post-2008 retail supply, approval can be 
granted without having to address the merits of the "captive customer** issue. 

Cross Subsidization Restrictions on Affiliate Transactions, Order No. 707, FERC 
Stats. a& Regs. If 31.264 ("Order No. 707"), order on reh'g. Order No. 707-A, FERC 
Stats, a& Regs. % 31,272 (2008) (codified at 18 C.F.R. pt. 35). 

Order 697 at PP 478. 479; Order 697-A at PP 192-93, 202-03. 
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against affiliate abuse by the need for prior state approval of any affiliate 
purchases by the Ohio regulated Utilities. Accordingly, the Commission should 
approve the Amendments. 

Commission approval of the Amendments will complete the process of 
conforming Applicants' market-based rate tariffs to the provisions of Order Nos. 
697 and 697-A by eliminating Code of Conduct and afiiliate sales restrictions 
for power sales between the FE MBR Sellers and their regulated franchised 
public utility affiliates, in all four jurisdictions they serve, on the grounds that 
there are no "capdve" customers. That process began in orders approved by 
the Commission in FirstEnergy and Penn Powerfi eliminating such restrictions 
for transactions between Solutions and FirstEnergy's regulated franchised 
utilities in Pennsylvania, New Jersey and New York. More recently, the 
Commission accepted the triennial market-based rate filing of the FirstEnergy 
Operating Companies and the associated tariff sheets continuing these existing 
affiliate waivers."^ 

The Amendments submitted herein would make the necessary tariff 
sheet changes to extend the same authorization to affiliate sales between the 
Applicants and the Ohio Regulated Utilities. The Commission has stated in 
Order No. 697 that the restrictions on affiliate sales and relationships now 
codified in 18 C.F.R. subsections 35.39, 35.44(a), and 35.44(b) of its 
regulations are not applicable in jurisdictions where there are no captive 
customers needing the protections afforded by these restrictions.^ 

The Applicants submit that the same factual conditions supporting the 
Commission's prior findings in FirstEnergy, Penn Power, and FirstEnergy 
Operating Companies—that there are no captive retail or wholesale customers 
served by FirstEnergy's regulated franchised utilities in Pennsylvania, New 

6 FirstEnergy Servs. Co., 117 FERC f 61,081 (2006) ("^FirstEnergif); Pa. Power Co,, 
Docket Nos. ER07-434-000 and ER07-434-001 (unpublished delegated letter order 
issued Mar. 21, 2007) {"Penn Powef*). 

FirstEnergy Operating Cos., 125 FERC H 61.074 (2008) CFirstEnergy Operating). 
As noted, the three generating companies currently sell their power through 
Solutions, which has previously been granted waiver of the affiliate rules to make 
sales in these jurisdictions to FirstEnergy's regulated utility subsidiaries. 

Order No. 697 at PP 467, 552; Order 697-A at P 388; see also Order No. 707 at PP 
4.46. 
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Jersey and New York^also apply to the Ohio Regulated Utilities. Specifically, 
retail and wholesale customers of FirstEnergy's three franchised utilities in 
Ohio are protected from any potential for affiliate abuse because: (1) all retail 
customers have retail choice under Ohio*s restructuring law, as modified by 
Am. Sub. S.B. No. 221; (2) the Ohio Regulated Utilities' single power sales 
agreement with a wholesale customer will be cancelled at year end (subject to 
pending Commission approval); and (3) the Ohio Regulated Utilities' territories 
are part of a Regional Transmission Organization—the Midwest Independent 
Transmission System Operator, Inc. ("Midwest ISO")—with market monitoring 
and mitigation provisions in place. Should any of the above circumstances 
change in the future, FE MBR Sellers will report any such change to the 
Commission on a timely basis. Thus, the Commission should determine that 
the provisions of subsections 35.39, 35.44(a), and 35.44(b) do not apply to 
power sales and other affiliate interactions between Applicants and the Ohio 
Regulated Utilities. 

II. Communicat ions 

Copies of all correspondence, pleadings, orders and other 
communications concerning this filing should be addressed to the following: 

Michael R. Belting, Esq.* John N. Estes III 
FirstEnergy Service Company Jerry L. Pfeffer* 
76 South Main Street Energy Industries Advisor 
Akron, OH 44308 Skadden, Arps, Slate, Meagher 
Tel: (330) 384-5795 & Flom, LLP 
Fax: (330) 384-3875 1440 New York Ave. 
beitingni@firstenergycorp.coi Washington, DC 20005-2111 

Tel: (202) 371-7950 
Fax: (202)661-8213 
jestes@skadden.com 

Persons denoted with an asterisk are designated for service pursuant to 
18 C.F.R. §385.2010. 

III. Contents of Filing 

This filing includes the amended market-based rate tariffs of Applicants 
(clean and black-lined versions) as Attachment A. 

IV* Description of t h e Applicants and Affiliates 

Solutions, GenCorp, Nuclear GenCorp, and Mansfield are FirstEnergy 
market-regulated power sales affiliates. Solutions controls the output of the 

mailto:beitingni@firstenergycorp.coi
mailto:jestes@skadden.com
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fossil, nuclear, and hydro generating assets that were transferred during the 
last several years by the Ohio Regulated Utilities, or independently developed 
or purchased by Solutions. GenCorp and Nuclear GenCorp are wholly-owned 
subsidiaries of Solutions and Mansfield is a wholly-owned subsidiary of 
GenCorp. 

Cleveland Electric Illuminating, Ohio Edison, auid Toledo Edison each are 
a "franchised public utility" as defined in section 35.36(a)(5) of the 
Commission's regulations.^ Cleveland Electric Illuminating, Ohio Edison and 
Toledo Edison have a joint market-based rate tariff, ô These entities serve 
retail load in Ohio as providers of last resort ("POLR"), meaning that all of their 
retail customers can choose alternative suppliers under state law, and hence 
are not captive customers. In addition, Ohio law permits municipal 
corporations, townships, and counties to aggregate the retail electric loads 
within their boundaries for the purpose of purchasing electricity from 
competitive retail electric suppliers. Ohio Revised Code ("R.C.") § 4928.20. 

The Ohio Regulated Utilities currently serve one wholesale customer, 
American Municipal Power-Ohio, Inc., at fixed rates assuring that no costs 
associated with any affiliate power sale, sale of non-power goods or services, or 
other affiliate interaction could be flowed through to wholesale customers 
without Commission approval. On October 14, 2008, American Municipal 
Power-Ohio, Inc. ("AMP-Ohio") and Toledo Edison filed a joint notice of 
cancellation, which, upon acceptance by the Commission, will cancel this 
power sale effective midnight December 3 1 , 2008. ̂ ^ Transmission service over 
all transmission facilities owned by affiliates of the Ohio Regulated Utilities is 
provided by the Midwest ISO, and thus transmission service customers are 
fully protected against any increased costs linked to affiliate power sales 
transactions by the Apphcants. 

iO 

18 C.F.R. § 35.6(5). Amendments needed to conform each of the FirstEnergy 
Companies' market-based rate tariffs with Order Nos. 697 and 697-A were 
accepted on October 17, 2008 in FirstEnergy Operating. 

See FirstEnergy. 

Toledo Edison Co., Docket Nos. EROS-1020-000 and EL08-65-000, Substitute 
Notice of Cancellation (filed Oct. 14, 2008). 
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V. Description of Ohio Retail Power Supply Arrangements 

In 1999. the Ohio General Assembly passed Am. Sub. S.B. No. 3, which 
restructured the Ohio model for the rendition of electric service, moving it from 
a vertically integrated utility responsible for providing all components of retail 
electric service then under cost-based regulation to a structure where the 
generation function was separated, removed from regulation, and supplied by 
the utility only on a provider of last resort basis, in an environment where retail 
customers can shop for their generation service from competitive suppliers. 
Comprehensive Electric Transition Plans ("ETPs") for each of the utilities, 
including the Ohio Regulated Utilities, were approved by the Public Utilities 
Commission of Ohio ("PUCO"), providing for recovery of stranded investment 
over a five-year period during the transition to a competitive environment. 
During this five-year market development period, utility rates for POLR service 
were frozen at levels that had been established in 1990 for Ohio Edison and 
1996 for Cleveland Electric Illuminating and Toledo Edison. In order to 
complete the corporate separation required by the statute, the Ohio Regulated 
Utilities transferred all of their operating generation plants to GenCorp. Nuclear 
GenCorp and Mansfield. The Ohio Regulated Utilities no longer own any 
generation and rely upon purchased power to serve their entire load. 

Near the end of the market development period in Ohio (which lasted 
from 2001-2005) wholesale electricity markets experienced price volatility, 
indicating that retail customers would experience abrupt increases in prices for 
POLR service in 2006, with the expiration of frozen rates imposed under the 
ETPs during the market development period. Accordingly, the PUCO solicited 
proposals from Ohio utilities for extended rate plans for POLR service beyond 
2005 that provided rate certainty, financial stabihty, and further development 
of competitive markets. ^̂  In response to this directive, a Rate Stabilization 
Plan ("RSP"), and, subsequently, a Rate Certainty Plan ("RCP"), were proposed 
by the Ohio Regulated Utilities and adopted by the PUCO, with the effect of 
assuring customers rate certainty through 2008. Solutions prov|ided the 
wholesale power required by the Ohio Regulated UtiUties for POLR service, as 
well as certain wholesale obligations, under an affiliate power supply 
agreement authorized by this Commission.^^ 

12 PUCO Entry of September 23, 2003 in Case No.03-1461-EL-UNC. 

!̂  FirstEnergy Solutions Corp., 117 FERC ^ 61,278 (2006). 
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In light of the experience in other states, where electricity rates rose 
dramatically after generation price caps were lifted, and with the expiration of 
the Ohio rate plans approaching in 2009, concerns about customer exposure to 
rate shock in Ohio emerged in 2007, and brought a legislative response in the 
form of Am. Sub. S.B. No. 221. This legislation included options for meeting 
the Ohio Regulated Utilities TOLR obligations, as well as addressing a broad 
range of issues, including enhancing reliability and performance of an aging 
delivery system, promoting renewable energy sources, promoting energy 
efficiency and demand response, and, importantly, advancing the economic 
interests of Ohio in terms of job retention and economic development. 
However, the ability of the Ohio Regulated Utilities' retail customers to choose 
competitive retail electric suppliers, either individually or through aggregation 
programs, was retained. 

As relevant here, Am. Sub. S.B. No. 221 makes available two 
mechanisms to address how generation supply for POLR service will be made 
available to customers in Ohio in 2009. One, a Market-Rate Offer ("MRO") 
under R.C. §4928.142, provides for a competitive solicitation process to 
establish a utility's price for the standard service offer available to customers 
taking POLR service. The other, an Electric Security Plan ("ESP") under R.C. 
§ 4928.143, provides a much broader, more flexible approach that can address 
not only the supply of generation as part of a standard service offer for POLR 
service, but also the inclusion of various provisions in an overall package to 
address the range of issues included within the scope of Am. Sub. S.B, No. 
221. The legislation grants authority to the PUCO to decide if the ESP, 
considered as a whole, is more favorable to customers than the result that 
would be expected under the MRO. R.C. § 4928.143(C). If the PUCO 
concludes that the ESP is more favorable, the PUCO-administered competitive 
solicitation process envisioned by the MRO will not go forward. Unc)er j^ther, 
option, however, Ohio retail customers retain their right to select alternative 
retail electric suppliers. 

The Ohio Regulated Utilities have filed an application with the PUCO 
requesting authority to establish a standard service offer pursuant to R.C. 
§4928.141, to be effective for a three-year period commencing January 1, 
2009. The Ohio Regulated Utilities propose to implement a comprehensive ESP 
avS their standard service offer in order to provide stable pricing of energy 
services for their customers, assure supplies of electricity, enhance distribution 
service, maintain and improve the existing distribution system, and promote 
economic development, job retention, energy efficiency and peak demand 
reduction within their service areas. See R.C. §4928.143. The ESP is based 
upon supply of generation for POLR service pursuant to a wholesale contract 
with Solutions, with the price for retail generation service determined by the 
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PUCO a s par t of its review of the ESP. Approval of the Amendmen t s herein 
would permit the ESP to be implemented by the Ohio Regulated Utilities. 

The Ohio Regulated Utilities also filed an application for approval of an 
MRO unde r R.C. § 4928 .142 . As par t of their MRO, the companies proposed a 
competitive solicitation process to acquire generat ion required for POLR 
service. This process would resul t in a s t anda rd service offer for generation 
services derived from a competitive solicitation process managed by an 
independen t third party. The PUCO, however, will select the winning bidder(s) 
and determine tha t the auc t ion meets the relevant s ta tu tory criteria. 
Applicants in tend to part icipate in any competitive solicitation approved by the 
PUCO. And, given the magn i tude of the Ohio Regulated Utilities' generat ion 
needs relative to the a m o u n t s of uncommi t t ed capacity in t he regional bulk 
power market , it is virtually certain tha t Applicants will be selected to provide 
at least a portion of this power supply. For these same reasons , if Applicants 
did not part icipate, the liquidity and depth of the marke t s would suffer. 
Approval of the Amendment s herein would permit the MRO to be implemented 
by the Ohio Regulated Utilities without the necessity of a n Allegheny type 
section 205 application.^'^ 

As noted above, however, the Ohio Regulated Utilities' ability to 
implement either an ESP or a MRO is dependen t upon approval by the PUCO, 
The PUCO can choose to reject the ESP or MRO, or delay implementa t ion of a 
plan beyond 2008. In ei ther case , the ma t t e r of generation supply beginning 
J a n u a r y 1, 2009 siill m u s t be addressed because the Ohio Regulated Utilities 
do not own generat ion, a n d cu r r en t Commission author isa t ion for affiliate sales 
from Solutions expires a t the end of 2008 . ^̂  Commission approval of the 
A m e n d m e n t s filed herein would provide the necessary flexibility^ to ensu re the 
availability of power to the Ohio Regulated Utilities a t s table prices beyond 
2008 in ihe event tha t a MRO is rejected or delayed. 

Allegheny Energy Supply Co., 108 FERC 1 61,082 (2004). 

In adduion. the PUCO is not required to act on a MRO until ninety days after the 
filing or October 29, 2008, or to approve cither a MRO or an ESP until one hundred 
fifty days after the filing or December 29, 2008. R.C, §§ 4928.142(B)(3); 
4928.I43[C)(lj. This makes the case for the flexibility provided by an affiliate 
waiver even more compelling. 
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VI, Description of the Proposed Amendments 

The Amendments propose to insert language into the "Limitations and 
Exemptions" subsection of Applicants' market-based rate tariffs, stating that 
the provisions of subsections 35.39, 35.44(a), and 35.44(b) of the Commission's 
regulations are waived for power sales and other affiliate interactions between 
the Applicants and the Ohio Regulated Utilities effective December 15, 2008. 
Upon acceptance of the instant filing by the Commission, the Applicants would 
make a compliance filing inserting a citation in the appropriate Tariff sheets to 
the Commission's order issued in response to this request for a waiver of the 
affiliate sales and other applicable restrictions. Solutions has already inserted 
citations to the prior Commission authorizations to make affiliate sales in New 
Jersey, New York and Pennsylvania, as well as approval of the existing three-
year power supply agreement to the Ohio Regulated Utilities. 

VIL The Proposed Amendments Conform with Commission Rules and 
Precedent Since Ohio Customers are Protected Against Affiliate 
Abuse 

In Penn Power and FirstEnergy, the Commission approved amendments 
providing for elimination of the affiliate sales restrictions between Solutions 
and FirstEnerg\''s franchised utilities in Pennsylvania, New Jersey and New 
York because ihose companies do not have captive retail or wholesale 
customers needing such protection. These tariffs, as amended to comply with 
Order Nos. 697 and 697-A, were accepted in the FirstEnergy Operating 
Companies' triennial filing for the PJM footprint.^° Applicants submit that the 
same conditions pertain to the Ohio Regulated Utilities and conforming 
amendments to the FE MBR Sellers' market-based rate tariffs providing the 
same authorization to make affiliate sales and waiver of the other affiliate 
restrictions should be approved. 

Ohio law provides that all of the retail customers of the Ohio Regulated 
Utilities have retail choice, and by virtue of that law can purchase their power 
requirements at market-based rates from competitive electric retail suppliers. 
Further, the single wholesale partial requirements contract held by the Ohio 
Regulated Utilities will expire at year end.̂ "^ Finally, in a recent case involving 

I O See FirstEnercjy Operating. 

The term of Toledo Edison's current wholesale contract with AMP-Ohio was set for 
hearing in Docket Nos. ER08^ 1020-000 and EL08-65-000. Toledo Edison Co., 124 

(contdj 
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Dayton Power 85 Light Company ("Dayton Power & Light"), the Commiss ion 
determined tha t retail ra tepayers in Ohio are not "captive" for pu rposes of 
determining whether the affiliate restr ic t ions apply. ^̂  Under longstanding 
precedent , a s recently affirmed by the Commission in Order No. 697 and again 
in Order No, 707, these facts alone are sufficient to suppor t a finding tha t the 
affiliate restr ict ions should not apply to the Ohio Regulated Utilities. No 
further inquirv' is needed for s u c h a determinat ion since the Commiss ion h a s 
repeatedly s ta ted t ha t it will not seek to examine the efficacy of s ta te retail 
access programs.'^-'' 

As noted, the Commission h a s recently reviewed a n d affirmed its policies 
underlying waiver of the affiliate restr ict ions in two separa te ru lemakings ; 
Order No. 697 dealing with marke t -based ra te au thor i sa t ions a n d Order No. 
7 0 7 address ing cross-subsidizat ion i s sues linked to affiliate t ransac t ions . In 
Order No. 697 , the Commission affirmed the cu r r en t policy of linking s u c h 
waivers to the absence of retail and wholesale "captive customers."^" In Order 
No. 697 , the Commission stated t ha t it will cont inue to rely on the "captive 
c u s t o m e r ' test in determining the applicability of the affiliate restr ic t ions, and 
concluded tha t , "where a seller demons t r a t e s a n d the Commission agrees tha t 
it h a s no captive cus tomers , the affiliate restr ict ions will not apply."^i 

(cont'd from previous page) 

FERC *! 61,168 at P 30 (2008) ("August 18th Order"). However, as noted above, the 
parties filed a settlement agreement and joint notice of cancellation with the 
Commission on October 14, 2008. Subject to acceptance by the Commission, 
Toledo Edison's contract with AMP-Ohio will expire on December 31 , 2008. 

î  The Commission reached this conclusion for retail customers of Dayton Power a& 
Light. Dayton Power & Light Co., 123 FERC 1[ 61,231 at P 21 (2008]. See also, the 
Commission's decision that Duke Energy Ohio's Ohio retail customers are 
protected trom affiliate abuse due to affiliate contracts, and has waived affiliate 
Sciies and Code of Conduct restrictions on pricing of sales of non-power goods and 
sendees accordingly. See Cincinnati Gas & Elec. Co., 113 FERC If 61,197 (2005); 
Cinergy '̂[k.tg. & Trading, LP, 116 FERC | 62,197 (2006), 

'̂> Order No, 697 at P 481; Order No. 707 at P 45 n.40 (citing Order No. 697 at P 481). 

'̂-̂  See note 5. supra. 

-"- Order No. 697 at P 552. 
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Subsequently, in Order No. 707, the Commission reaffirmed those 
nndings with respect to retail choice jurisdictions such as Ohio, stating as 
follows: 

With respect to requested clarifications regarding retail customers 
in states with retail competition, consistent with our Market-Based 
Rate Final Rule, toe clarify that customers with retail choice are not 
considered to be customers served under '^cost-based regulation'' 
and therefore are not considered captive customers. These 
citstomMrs have retail choice, i.e., hy virtue of state law they can 
purchase at marketbased rates from retail suppliers other than a 
franchised public utility. As the Commission explained in the 
Market-Based Rate Final Rule, in a regulatory regime in which 
retail customers have no abilit^^ to choose a supplier, they are 
considered captive because they must purchase from the local 
utility pursuant to rates set by a state or local regulatory authority. 
However, retail customers in retail choice states who choose to buy 
power from their local utility at cost-based rates as part of that 
utilit>''s provider-of-last resort obligation are not considered captive 
customers because, although they may choose not to do so, they 
have the ability to take service from a different supplier whose 
rates are set by the marketplace.^^ 

For the reasons stated above, Apphcants submit that they have 
demonstrated that Ohio retail customers are not "captive customers" within the 
meaning of Order Nos. 697, 697-A, 707 and 707-A, and that retail customers of 
the Ohio Regulated Utilities are adequately protected against affiliate abuse. 
Accordingly, waiver of the affiliate restrictions now codified in subsections 
35.39, 35.44(a), and 35.44(b) is appropriate. In particular, based on the 1999 
Ohio restructuring legislation, and preserved in Am. Sub. S.B. No. 221, and 
im.plementing rules adopted by the PUCO, the Commission's "captive 
customer" test is satisfied, given that: (i) all retail customers of the Ohio 
Regulated Utilities have full retail choice and can purchase from unaffiliated 
suppliers,-^^^ and (ii) the only wholesale customer of the Ohio Regulated Utilities 

.53 

Order No. 707 at P 4o (footnotes omitted and emphasis added). 

.A.S noted above, the Commission has previously m.ade such findings in relation to 
the retail customers of Duke Energy Ohio and Dayton Power & Lights retail 
customers. Under Ohio law, essentially the same retail access regime is applicable 
to the customers of all franchised utilities in Ohio, including those of the Ohio 

(cont'd) 
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is served unde r a fixed-rate cont rac t t ha t wiU expire at year end by agreement 
of the part ies . 

Applicants submi t t ha t u n d e r ordinary c i r cums tances , no further inquiry 
is needed for a determinat ion tha t there a re no captive wholesale or retail 
cus tomers and tha t the affifiate restr ict ions do not apply since the Commission 
has repeatedly s ta ted t ha t it wiU not seek to examine the efficacy of s ta te retail 
access programs.^"* Therefore, consis tent with its existing precedent as recently 
affirmied in Order Nos. 697 , 697-A and 707, the Commiss ion should approve 
Applicants ' reques t to amend their tariffs to eliminate affiliate restr ict ions for 
power sales and other activities between Applicants a n d the Ohio Regulated 
Utilities. However, Applicants submi t t ha t the Commission need not rely on a 
captive cus tomer determinat ion to provide the relief reques ted here since Ohio 
retail cus tomers are fully protected aga ins t affifiate a b u s e wi thout regard to the 
efficacy of retail choice.^^ 

The PUCO will make the final decision concerning the me thod for 
providing pos t -2008 POLR service unde r the ei ther the ESP or MRO opt ions of 
Am. Sub. S.B, No. 2 2 1 , considering its balancing of supply securi ty a n d 
economic protect ions for its multiple s takeholders . Ultimately, t ha t 
a r r angemen t m u s t be approved by the PUCO a s providing the bes t outcome for 
the cus tomers of the Ohio Regulated Utilities. Under Ohio law, the PUCO may 
not issue its decision unti l December 29 , 2008. Given the shor t lead t imes 
available prior to the expiration of the cu r r en t rate plan on December 3 1 , 2008 , 
and the virtual certainty tha t Appl icants ' generat ion will be implicated u n d e r 
any new plan approved by the PUCO, the Commission should approve the tariff 

(cont'd [roni previous page) 

Regulated Utilities even though each Ohio company may have different PUCO 
approved plans for impiem.enting customer choice and resource procurement for 
POLR custom.ers. The common feature, however, is that all share the essential 
option of selecting from among competing retail electric suppliers and thus do not 
require the protection of the Commission's affiliate regulations. 

•̂ '̂  See note 19. supra. 

^̂^ Applicants note that the number of retail customers in any retail choice 
jurisdiction, such as Ohio, that actually are receiving service from alternative 
suppliers at any point in time is largely a function of market conditions relative to 
the ''shopping credits" and standard service prices set by state regulatory agencies 
in Ihose iurisdictions. 
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Amendments proposed herein, recognizing that the PUCO has the abiUty to 
protect Ohio retail customers against affiliate abuse. 

The Amendments also will provide the PUCO with the maximum 
fiexibility to make its decision at year end, with the knowledge that the Ohio 
Regulated Utilities have the necessary Commission authorization to implement 
whatever new retail supply option it approves. While Applicants have 
demonstrated that the Amendments should be accepted for filing under the 
Commission's Order No. 697 guidelines, since Ohio retail customers retain 
their right to choose alternative competitive retail electric suppliers under 
existing Ohio law, they have also shown that continuing PUCO regulation of 
affiliate purchases provides sufficient safeguards without having to inquire into 
the efficacy of Ohio's retail choice program. In this regard, it is our 
understanding that the PUCO has reviewed this filing and does not oppose the 
relief sought herein. 

VIII. Conclusion 

For the reasons set forth herein, the Applicants request that the 
Commission accept for filing their amended market-based rate tariffs and allow 
the amended tariffs to become effective on December 15, 2008. 

Respectfully submitted, 

Michael R. Beiting, Esq. 
FirstEnergy Service Company 
76 South Main Street 
Akron, OH 44308 
Tel: (330) 384-5795 
bcitingm@firstenerg\xorp.com 

John N. Est^sIII 
Jerry L. Pfeffer 

Energy Industries Advisor 
Skadden, Arps, Slate, Meagher 
& Flom, LLP 
1440 New York Ave.. N.W. 
Washington, DC 20005-2111 
Tel: (202) 371-7950 
Fax: (202) 661-8213 
jestes@skadden.com 
jlpfeffeifg:skadden.com 

Counsel for Applicants 

October 24, 2008 
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I hereby certify that I have on this day caused to be served a copy of the 
foregoing upon the Public Utilities Commission of Ohio, The Office of the Ohio 
Consumers' Counsel, and parties on the service lists for Applicants' underljdng 
market-based rate authorizations in accordance with the requirements of Rule 
2010 of the Commission's Rules of Practice and Procedure. 

Dated at Washington, DC, this 24th day of October, 2008. 
/ / 
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Jerw L. Pieffer ^ , 

869193 



Attachment A 

Clean and Redline Tariff Sheets 



FirstEnergy Solutions Corp. 



FirsiBnergy Solutions Corp. Second Revised Sheet No. 2 
I'l-RC Llectric Tariff Superseding First Revised Sheet No. 2 
First Revised Volume No. I 

market-based rate authority under the Federal Power Act. Seller has been granted 
waivers of Subparts B and C of Part 35 of the Commission's regulations requiring the 
tiling of cost-of-service information, except as to sections 35.12(a), 35.13(b), 35.15, and 
35.16; granted waiver of Parts 41,101 and 141 of the Commission's accounting and 
reporting regulations, and granted blanket authorization for ail future issuances of 
securities and assumptions of liabilities pursuant to Section 204 of the Federal Power Act, 
16 U.S.C. § 824e, and Part 34 of the Commission's regulations. See, FirstEnergy 
Services, [nc. 94 FERC <! 61,052 (2001). 

10. Affiliate Sales: Seller has been authorized to sell power to Jersey Central Power & Light 
Company, Metropolitan Edison Company, Pennsylvania Electric Company, and 
Pennsylvania Power Company, each of which is a franchised public utility with which it 
is affiliated. Pennsylvania Power Company, et aL. FERC Docket No. ER07-434-000, 
letter order issued March 21,2007. Seller has also been authorized to sell power to The 
Cleveland Electric Illuminating Company, Ohio Edison Company, and The Toledo 
Edison Company ("collectively, "Ohio Regulated Utilities"), each of which is also a 
franchised public utility with which it is affiliated. FirstEnergy Solutions Com., 117 
FHRC T[ 61,278 (2006). Additionally, the Commission granted waivers of sections 35.39, 
35.44(a) ?sid 35.44(b) of the Commission's regulations for power sales and other affiliate 
interactions between Seller and the Ohio Regulated Utilities. 

11. Seller Catei;orv: Seller is a Category 2 seller, as defined in 18 CFR § 35.36(a), in the 
Northeast and Central regions (as defined in FERC Order Nos. 697 and 697-A), and is a 
Categor\' 1 seller, as defined in all other regions. 

Issued by: All Jamshidi Etfective: December 15, 2008 
Vice President, FirstEnergy Solutions Corp. 

Issued on: October 24, 2008 
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market-based rate authority under the Federal Power Act. Seller has been granted 
waivers of Subparts B and C of Part 35 of the Commission's regulations requiring the 
filing of cost-of-service information, except as to sections 35.12(a), 35.13(b), 35.15, and 
35.16; granted waiver of Parts 41, 101 and 141 oftjie Commission's accounting and 
reporting regulations, and granted blanket authorization for all future issuances of 
securities and assumptions of liabilities pursuant to Section 204 of the Federal Power Act, 
16 U.S.C. § 824e, and Part 34 of the Commission's regulations. See, FirstEnergy 
Ser\-ices. Inc.. 94 FERC K 61,052 (2001). 

10. Affiliate Sales: Seller has been authorized to sell power to Jersey Central Power & Light 
Company, Metropolitan Edison Company, Pennsylvania Electric Company, and 
Pennsylvania Power Company, each of which is a iranchised public utility with which it 
is affiliated. Pennsylvania Power Company, et a/.. FERC Docket No. ER07-434-000, 
letter order issued March 21, 2007. Seller has also been authorized to sell power to The 
Cleveland Electric Illuminating Company, Ohio Edison Company, and The Toledo 
Edison Company ("collectively, '̂Qhio Regulated Utilities"), each of which is also a 
franchised public utility with which it is affiliated. FirstEnergy Solutions Corp., 117 
FERCTi 61,278 (2006). Additionally, the Commission granted waivers of sections 35.39, 
35.44(a) and 35.44(b) of the Commission's regulations for power sales and other affiliate 
interactions between Seller and the Ohio Regulated Utilities. 

11. Seller Category: Seller is a Category 2 seller, as defined in 18 CFR § 35.36(a), in the 
Northeast and Central regions (as defined in FERC Order Nos. 697 and 697-A), and is a 
Category 1 seller, as defined in all other regions. 

Issued by: Ali Jamshidi Effective: 4tffle-4Decgmber 15.2008 
Vice President, FirstEnergy Solufions Corp. 

Issued on: September 11 October 24.2008 
Kiled to comply with Market Based Rates for Ji^iolesale Sales of Electric Energy, Capacity and 
Aneillary Services by PubUc Utilities, Order No. 697, FERC Stats. & Regs., Regulations 
Preambles \ 31.252 (2007): Order No. 697-A, 123 FERC If 61,055 (2008). 
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9. Affiliate Sales: The Commission granted waivers of sections 35.39, 35.44(a) and 
35.44(b) of the Commission's regulations for power sales and other atfiliate interactions 
between Seller and The Cleveland Electric Illuminating Company, Ohio Edison 
Company, and The Toledo Edison Company. 

10. Seller Cateaory: Seller is a Category 2 seller, as defined in 18 CFR § 35.36(aX in the 
Northeast and Central Regions (as defined in FERC Order Nos. 697 and 697-A), and is a 
Category 1 seller in all other regions. 

Issued by:.Ali Jamshidi, Vice President 
Issued on: October 24, 2008 Effective Date: December 15,200S 
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9. Affiliate Sales: The Commission granted waivers of sections 35.39. 35.44(a) and 
35.44(b) of the Commission's regulations for power sales and other affiliate interactions 
between Seller and ITie Cleveland Electric Illuminating Company. Ohio EdJson 
Company, and The Toledo Edison Company. 

9IJ. Seller Category: Seller is a Category 2 seller, as defined in 18 CFR § 35.36(a), in the 
Northeast and Central Regions (as defined in FERC Order Nos. 697 and 697-A), and is a 
Category 1 seller in all other regions. 

Issued by: Donald R. SchncidorAli Jamshidi. Vice President 
Issued on: Suptomber 11 October 24. 2008 Effective Date: September 18. 2Q07December 15. 2008 
Filed to comply with Market Based Rates for Wholesale Sales of Electric Energy, Capacity and 
Ancillary Services by Public UtiUties, Order No. 697 A, 123 FERC ^ 61,055 (2008). 
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35.16; granted waiver of Parts 41, 101 and 141 of the Commission's accounting and 
reportingregulations with the exception of 18 C.F.R. §§ I41.14and 141.15; and granted 
blanket authorization for all future issuances of securities and assumptions of liabilities 
pursuant to Section 204 of the Federal Power Act, 16 U.S.C. § 824e, and Part 34 of the 
Commission's regulations. See, FirstEnergy Nuclear Generation Corp., Docket No. 
nR05-l 122-000 at 3-4 (September 29, 2005) (unpublished letter order). 

9. .Vffiliate Sales: The Commission granted waivers of sections 35.39, 35.44(a) and 
35.44(b) of the Commission's regulations for power sales and other affiliate interactions 
between Seller and The Cleveland Electric Illuminating Company, Ohio Edison 
Company, and The Toledo Edison Company, 

10. Seller Category: Seller is a Category 2 seller, as defined in 18 CFR § 35.36(a), in the 
Northeast and Central regions (as defined in FERC Order Nos. 697 and 697-A), and is a 
Categorv' 1 seller in all other regions. 

Issued by; Danny L. Pace, Vice President 
FirstEnergy Nuclear Generation Corp. 

issued on; October 24, 2008 Effective Date: December 15, 2008 
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35.16; granted waiver of Parts 41,101 and 141 of the Commission's accounting and 
reporting regulations with the exception of 18 C.F.R. §§ 141.14 and 141.15; and granted 
blanket authorization for all fliture issuances of securities and assumptions of liabilities 
pursuant to Section 204 of the Federal Power Act, 16 U.S.C. § 824e, and Part 34 of the 
Commission's regulations. See, FirstEnergy Nuclear Generation Corp.. Docket No. 
ER05-1122-000 at 3-4 (September 29,2005) (unpublished letter order). 

9, Affiliate Sales; The Commission granted waivers of sections 35.39. 35.44(a) and 
35.44(b) of the Commission's regulations for power sales and other affifiate interactions 
between Seller and The Cleveland ElecUic Illuminating Company. Ohio Edison 
Company, and The Toledo Edison Company. 

910. Seller Category: Seller is a Category 2 seller, as defined in 18 CFR § 35.36(a), in the 
Northeast and Central regions (as defined in FERC Order Nos. 697 and 697-A), and is a 
Category 1 seller in all other regions. 

Issued by: Danny L. Pace. Vice President 
FirstEnergy Nuclear Generation Corp. 

Issued on: September 11 October 24, 2008 Etfective Date: -September 18. 2007Dccember 15.2008 

Ancillary Services by Public Utilities, Order No. 697 A, 123 FERC f 61,055 (2008). 
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FIRSTENERGY GENERATION MANSFIELD UNIT 1 CORP. 
FERC ELECTRIC TARIFF, ORIGINAL VOLUiWE NO. 1 

Availability: FirstEnergy Generation Mansfield Unit I Corp. ("Seller") makes available 
under this Tariff electric energy and capacity for resale to any purchaser with whom 
Seller has executed a service agreement, except as provided in paragraph 5 below. 

1 Applicability: This Tariff is applicable to all sales and resales of the foregoing by Seller 
that are not otherwise subject to a particular rate schedule of Seller. 

3« Rates: All sales shall be made at rates established by agreement between the Purchaser 
and Seller. 

4. Other Terms and Conditions: All other terms and conditions shall be established by 
agreement between the purchaser and Seller. 

5 Compliance with Commission Regulations: Seller shall comply with the provisions of 18 
C.F.R. Part 35, Subpart H, as applicable and with any conditions the Commission 
imposes in its orders concerning seller's market-based rate authority, including orders in 
which the Commission authorizes seller to engage in affiliate sales under this Tariff or 
otherwise restricts or limits the seller's market-based rate authority. Failure to comply 
with the applicable provisions of 18 C.F.R. Part 35, Subpart H, and with any orders of the 
Commission concerning seller's market-based rate authority, will constitute a violation of 
this Tariff. 

6. Limitations and Exemptions Regarding Market-Based Rate Authority: Seller has been 
granted waivers of Subparts B and C of Part 35 of the Commission's regulations, except 
as to sections 35.12(a), 35.13(b), 35.15, and 35.16; granted waiver of Parts 41, 101 and 
141 of the Commission's accounting and reporting regulations; and granted blanket 
authorization for all fiiture issuances of securities and assumptions of liabilities pursuant 
to Part 34 of the Commission's regulations. FirstEnergy Generation Mansfield Unit 1 
Corp.. Docket No. ER08-107-000 at 2-3 (December 10, 2007) (unpublished letter order). 

7. Affiliate Sales: The Conrmiission granted waivers of sections 35.39, 35.44(a) and 
35.44(b) of the Commission's regulations for power sales and other affiliate interactions 
between Seller and The Cleveland Electric Illuminating Company, Ohio Edison 
Company, and The Toledo Edison Company. 

8. Seller Category: Seller is a Category 2 seller, as defined in 18 CFR § 35.36(a), in the 
Northeast and Central regions (as defined in FERC Order Nos. 697 and 697-A), and is a 
Category 1 seller in all other regions. 

fsHuod by: All Jamshidi. Vice President Effective: December 15, 2008 
Issued on: October 24, 2008 
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FIRSTENERGY GENERATION MANSFIELD UNIT 1 CORP. 
FERC ELECTRIC TARIFF, ORIGINAL VOLUME NO, I 

1 • Availability: FirstEnergy Generation Mansfield Unit I Corp. C'Seller") makes available 
under this Tariff electric energy and capacity for resale to any purchaser with whom 
Seller has executed a service agreement, except as provided in paragraph 5 below. 

2. Applicability: This Tariff is applicable to all sales and resales of the foregoing by Seller 
that are not otherwise subject to a particular rate schedule of Seller. 

3. Kates: All sales shall be made at rates established by agreement between the Purchaser 
and Seller. 

4. Other Terms and Conditions: All other terms and conditions shall be established by 
agreement between the purchaser and Seller. 

5. Compliance with Commission Regulations: Seller shall comply with the provisions of 18 
C.F.R. Part 35, Subpart H, as applicable and with any conditions the Commission 
imposes in hs orders concerning seller's market-based rate authority, including orders in 
which the Commission authorizes seller to engage in affiliate sales under this Tariff or 
otherwise restricts or limits the seller's market-based rate authority. Failure to comply 
with the applicable provisions of 18 C.F.R. Part 35, Subpart H, and with any orders of the 
Commission concerning seller's market-based rate authority, will constitute a violation of 
this Tariif. 

6. Limitations and Exemptions Regarding Market-Based Rate Authority: Seller has been 
granted waivers of Subparts B and C of Part 35 of the Commission's regulations, except 
as to sections 35.12(a), 35.13(b), 35.15, and 35.16; granted waiver of Parts 41, 101 and 
141 of the Commission's accounting and reporting regulations; and granted blanket 
authorization for ali fiiture issuances of securities and assumptions of Uabilities pui^uant 
to Part 54 of the Commission's regulations. FirstEnergy Generation Mansfield Unit 1 
Corp., Docket No. ER08-107-000 at 2-3 (December 10,2007) (unpublished letter order). 

7. Affiliate Sales: The Commission granted waivers of sections 35.39. 35.44(a^ and 
35.44(b) of the Conunission's regulations for power sales and other affiliate interactions 
between Seller and The Cleveland Electric Illuminating Company, Ohio Edison 
Company, and The Toledo Edison Company. 

78. Seller Category: Seller is a Category 2 seller, as defined in 18 CFR § 35.36(a), in the 
Northeast and Central regions (as defined in FERC Order Nos. 697 and 697-A), and is a 
Category 1 seller in all other regions. 

issued by: Ali Jiimshidi, Vice President Effective: -Jtffle-̂ December 15.2008 
Issued on: Sem^̂ ^beî 44Oct_0ber 24. 2008 
R4ed-to-eofflply with Vhirkoi Siisci/fin/csfor IVhokvioic Sales ofEhclric Bfjcrgy, Capacity andAficilh$ry Services 
hv-P-ubU î̂ iilfk!s, Order N4>r-
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ftM&M9K 
Ronald £. Seeholzer 
Vice President 
Investor Relations 

FirstEnergy Corp. 
76 S. Main Street 
Akron, Ohio 44308 
Tel 330-384-5415 

October 9,2008 

TO THE INVESTMENT COMMUNITY:* 

The purpose of this letter is to provide additional clarity to investors regarding FirstEnergy 
Corp.'s (FirstEnergy or the Company) current liquidity position and the status of our ongoing 
financing activities. 

Despite unprecedented volatility in the capital markets, we believe that our liquidity position 
remains strong. We expect our existing sources of liquidity to remain sufficient to meet our 
anticipated obligations and those of our subsidiaries, and that the successful execution of our 
platmed long-term financings wifi further reinforce the stabihty of our financial position. 

In response to questions regarding the impact of current market turmoil, we are providing the 
following comprehensive summary of oiu* liquidity position, financing strategy, and variable-
rate pollution control revenue bond (PCRB) position. As always, we are available to answer 
questions should investors need additional information. 

Current Liquidity Position 

As of October 8, 2008, FirstEnergy and its subsidiaries have access to more than $4 billion of 
liquidity, of which approximately $1.7 billion is currently available. FirstEnergy and its 
subsidiaries do not have a commercial paper program and are not reliant on that market. Our 
liquidity sources are described in more detail in tiie following table. 

Please see the forward-looking statements at the end of this letter. 



As of October 8, 2008 

eompaiiy Maturity Amount {IVI) Available {M) 

FirstEnergy<^) 

FirstEnergy & 
FirstEnergy Solutions 

FirstEnergy 

FirstEnergy Generation 
Corp. 

OH & PA Utilities 

Revolving 

Revolving 

Bank Lines 

Term Loan 

A/R Fin. 

'*' FirstEnergy Corp. and subsidiary borrowers 
(2) $100M matures November 30. 2009; $20M uncommitted line of credit 

with no maturity date 
'3' Drawn amounts are payable wthin 30 days and may not be reborrowed 
w $370rifl matures Marcti 21, 2009; S180M matures October 27, 2008 with 

an extension requested pending state regulatory approval of 
replacement facility 

Aug. 2012 

May 2003 

Variousi^) 

Oct 2009fs) 

Vaiiousi^J 

Subtotal: 

Cash: 

$2,750 

300 

120 

300 

550 

$4,020 

• 

$408 

300 

20 

300 

532 

$1,660 

101 

^ • r ^ ^ ^ 

As reflected in the table, FirstEnergy and certain subsidiaries are parties to a $2.75 billion 
revolving credit facility which is available through August 24,2012. A total of 25 banks 
participate in this facility, with no one bank having more than 7.3% of the total commitments. 

During the year, we have utilized our revolving credit facility to fiind a number of strategic 
acquisitions including the Fremont natural gas plant ($275 million), Signal Peak Energy, 
formerly Bull Mountain ($125 million), and the acquisition of certain nuclear sale and 
leaseback lessor equity interests ($438 million). 

As of September 30,2008, we had $420 million of bank credit facilities in addition to the 
$2.75 billion revolving credit facility. We subsequently obtained a new $300 million secured 
term loan facility with Credit Suisse to reinforce our liquidity in light of the unprecedented 
dismptions in the credit markets. As also shown in the above table, an aggregate of $550 
million of accounts receivable financing facilities are available through our Ohio and 
Pennsylvania electric distribution utilities to meet working capital requirements and other 
general corporate purposes. 

Financing Plan 

We intend to continue to fund our capital requirements through our strong projected cash flow 
from operations as well as from capital market issuances. Our financing plans for the 
remainder of 2008 include potential issuances of new secured taxable long-term debt of up to 
$600 million through oiu- Ohio electric distribution utilities as market conditions permit. 

We have regulatory authorization for these issuances and also for $300 million of long-term 
debt for one of our Permsylvania electric distribution utilities. In addition, we have similar 
requests pending before New Jersey, Pennsylvania and Ohio state regulatory agencies for 
authority to issue up to $700 million in the aggregate of additional utility long-term debt. 



We have minimal maturities 

Year 
Amount (M) 

1 ) T I „ „ : J r i A A O 

of long-term debt over 

2008 <** 
$0.5 

the next several 

2U0<> 
$256.7 

years as shown below: 

2010 
$166.7 

Variable-Rate Pollution Control Revenue Bonds 

Pollution Control Revenue Bonds have been used by the Company since the 1970s. Of the 
$2.1 billion variable-rate PCRBs outstanding, $1.9 billion are obligations of FirstEnergy 
Solutions Corp., $156 million are obligations of Ohio Edison Company, $29 million are 
obligations of Metropolitan Edison Company, and $45 million are obligations of 
Permsylvania Electric Company. The interest rates on our PCRBs are reset daily or weekly. 

Bondholders can tender their PCRBs for mandatory purchase prior to maturity with the 
purchase price payable from remarketing proceeds, or if the PCRBs are not successfully 
remarketed, by drawings under irrevocable direct pay letters of credit (LOCs). The subsidiary 
obhgor is required to reimburse the applicable LOC bank for any such drawings or, if the 
LOC bank fails to honor its LOC for any reason, must itself pay the purchase price. 

The LOCs for our variable-rate PCRBs were issued by seven banks summarized in the 
following table: 

Barclays Bank *̂* 

Bank of America *** 

The Bank of Nova Scotia ^ 
The Royal Bank of 
Scottad ^̂  

KeyBanfc<'> 

Wachovia Bank 

Barclays Bank 

PNC Bank 

1'otal 

$ 149.2 

101.0 

255.5 

130.9 

265.6 

647.9 

528.1 

69.8 

$2J48.0 .-..: 

libcnhiwi^K. I.OCTernijiiifH4ni ReiitfiHir««ine&t5 oJF'LOC 
'• ttrio;«8/(iaj...:'i :• " W e ::v :&nwsl>ufe :X-

$0.0 

0.0 

0.0 

0.0 

0.0 

191.1 

0.0 

n.o 

' $1-91.1 ... 

June 2009 

June 2009 
Beginning 
June 2010 

June 2012 

June 2010 

March 2009 
Beginning 

December 2010 
Beginning 

December 2010 
. : ' • • • . . ' 

June 2009 

June 2009 
Shorter of 6 months or 
LOC termination date 

6 months 

6 months 

March 2009 

30 days 

5 days 

" " • •• " I - " ' ' : • . ' " 

''̂  Due dates for reimbursements of LOC draws for these banks were extended in October 2008 from 30 days or 
less to the dates indicated. 



Prior to September 18, 2008, we had not experienced any unsuccessful remarketings of these 
variable-rate PCRBs. Coincident with recent disruptions in the variable-rate demand bond 
and capital markets, $195 million of the PCRBs backed by Wachovia Bank LOCs have been 
tendered by bondholders to the trustee. A majority of these tenders occurred prior to 
announcements regarding the sale of Wachovia. Of these tendered PCRBs, $191 million were 
not successfully remarketed and resulted in draws on the applicable LOCs, all of which 
Wachovia honored. As described in the table above, the reimbursement agreements between 
the subsidiary obligors and Wachovia do not require reimbursement of these LOC draws until 
March 18,2009. 

There have been no other unsuccessftil remarketings of our variable-rate PCRBs. 

Summary 

FirstEnergy believes that its current sources of liquidity as described above will be more than 
sufficient to meet its anticipated obligations. Additionally, we believe the taxable secured 
subsidiary financings described above, combined with the additional liquidity secured after 
September 30, 2008, further enhance the strength of our liquidity position. 

Our business model, which stresses financial discipline and a strong focus on execution, 
positions FirstEnergy to continue to execute its strategy during the current volatile capital 
market conditions. Major elements include: 

• Strong projected cash from operations; 
• Opportunities for favorable earnings growth as we anticipate the transition to competitive 

generation markets in Ohio in 2009 and Pennsylvania in 2011; 
• A focus on maximizing generation output from our existing assets rather than large, 

capital-intensive new-build projects; 
• No speculative trading operations; 
• Appropriate long-term commodity hedge positions; 
• A manageable capital expenditure program that is expected to peak in 2008; 
• A well ftinded pension plan, with $1.3 billion in cash funding since 2004; 
• Minimal maturities of existing long-term debt over the next several years; and 
• A commitment to a secure and growing common dividend. 



Upcoming FirstEnergy Investor Events 

3rd Quarter, 2008 Earnings Release 
November 4,2008 

Edison Electric Institute (EEI) Financial Conference 
November 9-12, 2008 
Phoenix, AZ 

If you have any questions concerning the information in this update, please contact me at 
(330) 384-5415, Irene Prezelj, manager of Investor Relations, at (330) 384-3859, or Rey 
Jimenez, manager of Investor Relations, at (330) 761-4239. 

Sincerely, 

Ronald E. Seeholzer 
Vice President, Investor Relations 



Forward-looldiig Statements 

This Letter to the Investment Community includes forward-looking statements based on information 
currently available to management. Such statements are subject to certain risks and uncertainties. These 
statements include declarations regarding our, or our management's, intents, beliefs and current 
expectations. These statements typically contain, but are not limited to, the terms "anticipate," '^potential," 
"expect," "believe," "estimate" and similar words. Forward-looking statements involve estimates, 
assumptions, known and unknown risks, uncertainties and other factors that may cause our actual results, 
performance or achievements to be materially different from any fiiture results, performance or 
achievements expressed or implied by such forward-looking statements. Actual results may differ 
materially due to the speed and nature of increased competition in the electric utility industry and 
legislative and regulatory changes affecting how generation rates will be determined following the 
expiration of existing rate plans in Ohio and Pennsylvania, the impact of the PUCO's rulemaking process 
on our Ohio utihty subsidiaries' Electric Security Plan and Market Rate Offer filings, economic or weather 
conditions affecting future sales and margins, changes in markets for energy services, changing energy and 
commodity market prices and availability, replacement power costs being higher than anticipated or 
inadequately hedged, the continued abihty of FirstEnergy's regulated utilities to collect transition and other 
charges or to recover increased transmission costs, maintenance costs being higher than anticipated, other 
legislative and regulatory changes including revised environmental requirements and possible greenhouse 
gas emissions regulation, the impact of the U.S. Court of Appeals' July 11, 2008 decision to vacate the 
CATR rules and the scope of any laws, rules or regulations that may ultimately take their place, the 
uncertainty of the timing and amounts of the capital expenditures needed to, among other things, implement 
the Air Quality Compliance Plan (including that such amounts could be higher than anticipated) or levels of 
emission reductions related to the Consent Decree resolving the New Source Review litigation or other 
potential regulatory initiatives, adverse regulatory or legal decisions and outcomes (including, but not 
limited to, the revocation of necessary licenses or operating permits and oversight by the Nuclear 
Regulatory Commission including, but not limited to, the Demand for Information issued to FENOC on 
May 14, 2007) as disclosed in our SEC filings, the timing and outcome of various proceedings before the 
PUCO (including, but not limited to, the Distribution Rate Cases and the generation supply plan filing for 
the Ohio Companies and the successful resolution of the issues remanded to the PUCO by the Supreme 
Court of Ohio regarding the Rate Stabihzation Plan and the Rate Certainty Plan, including the recovery of 
deferred fuel costs) and Met-Ed and Penelec's transmission service charge filings with the PPUC (as well 
as the resolution of the Petitions for Review filed with the Commonwealth Court of Pennsylvania Avith 
respect to the transition rate plan for Met-Ed and Penelec), the continuing availability of generating units 
and their ability to continue to operate at or near full capacity, the abihty to comply with apphcable state 
and federal rehability standards, the ability to accomplish or realize anticipated benefits from strategic 
goals (including employee workforce initiatives), the ability to improve electric commodity margins and to 
experience growth in the distribution business, changing market conditions that could affect the value of 
assets held in our nuclear decommissioning trust fimd, pension fund and other trust funds, the ability to 
access the public securities and other capital and credit markets in accordance with our financing plan and 
the cost of such capital, changes in general economic conditions affecting the Company, the state of the 
capital and credit markets affecting the Company, and the risks and other factors discussed from time to 
time in our SEC filings, and other similar factors. The foregoing review of factors should not be construed 
as exhaustive. New factors emerge from time to time, and it is not possible for us to predict all such 
factors, nor can we assess the impact of any such factor on our business or the extent to which any factor, 
or combination of factors, may cause results to differ materially from those contained in any forward-
looking statements. Dividends declared from time to time on FirstEnergy's common stock during any 
annual period depend on circumstances considered by FirstEnergy's Board of Directors at the time of the 
actual declarations. We expressly disclaim any current intention to update any forward-looking statements 
contained herein as a result of new information, future events, or otherwise. 
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FirstEnergy Solutions Corp 8-K 10/8/2008 

Section 1: 8-K (FORM 8K DATED OCTOBER 8,2008) 

UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

Washington, D. C. 20549 

FORM 8-K 

CURRENT REPORT 

PURSUANT TO SECTION 13 OR 15(d) OF THE 
SECURITIES EXCHANGE ACT OF 1934 

Date of Report (Date of earliest event reported) October 8,2008 

Commission 
File Number 

333-21011 

333-145140-01 

Registrant; State of Incorporation; 
Address; and Telephone Number 

FIRSTENERGY CORP. 
(An Ohio Corporation) 
76 South Main Street 

Ai(ron, OH 44308 
Telephone (800)736-3402 

FIRSTENERGY SOLUTIONS CORP. 
(An Ohio Corporation) 
c/o FirstEnergy Corp. 
78 South Main Street 

Aicron, OH 44308 
Telephone {800)736-3402 

I.R.S. Employer 
identification No. 

34-1843785 

31-1560186 



Checi( the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of tfie registrant under any 
of the following provisions (see General Instruction A.2.): 

[ ] Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425) 
[ ] Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12) 
[ ] Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b)) 
[ ] Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c)) 



Item 1.01 Entry Into a IVIaterial Definitive Agreement 

Item 2.03 Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a Registrant 

On October 8. 2008, to enhance their liquidity position in the face of the turbulent credit and bond markets, FirstEnergy Corp. (RrstEnergy) and 
its subsidiaries, FirstEnergy Solutions Corp. (FES) and FirstEnergy Generation Corp. (FGCO), entered into a $300 million secured term loan 
facility (Facility), with Credit Suisse (CS), as administrative agent and lender, and such other lenders as may become parties to the Facility from 
time to time. Under the Facility, FGCO is the bornawer and FES and FirstEnergy are guarantors. 

Generally, the Facility is available to FGCO until October 7, 2009, with a minimum borrowing amount of $100 million. Each borrowing will 
mature 30 days from the date of borrowing (or, if earlier, on October 7, 2009), excluding any "blackout periods" agreed upon by FirstEnergy and 
CS for the purpose of issuing registered or Rule 144A securities. Blackout periods will commence on the first day following the end of a fiscal 
quarter of FirstEnergy and shall end not later than two days following the date on which earnings for FirstEnergy for such fiscal quarter are 
publicly released. Once repaid, a loan may not be reborrowed. The proceeds of the loans may be used for general corporate purposes of 
FirstEnergy and its subsidiaries, other than, with certain exceptions, the payment of Indebtedness under other revolving credit or term loan 
credit facilities of FirstEnergy and its subsidiaries. 

Borrowings under the Facility may take the form of alternate base rate loans or Eurodollar rate loans. Outstanding alternate base rate loans wilt 
bear interest on each day at a fluctuating rate per annum equal to the sum of the higher of CS's prime rate in effect on such day and the Federal 
Funds Effective Rate in effect on such day plus 1/2 of 1.00%, plus the applicable margin, which Is the higher of 2.00% and a rate determined on 
the basis of FirstEnergy's and CS's applicable credit default swap spread. The interest on alternate base rate loans will be payable quarteriy In 
arrears on the last business day of each quarter, on the maturity date of the loan, on the date such alternate base rate loan would b^ converted 
to a Eurodollar rate loan and on the date such loan is paid in full. Outstanding Eurodollar rate loans will bear Interest for interest periods of one 
month at a rate per annum equal to the sum of the applicable London Interbank Offered Rate (LIBOR) two days prior to the commencement of 
the interest period for such Eurodollar rate loan, plus the applicable margin, which Is the higher of 3.00% and a rate determined on the basis of 
FirstEnergy's and CS's applicable credit default swap spread. The interest on Eurodollar rate loans will be payable on the last day of each 
interest period for such Eurodollar rate loan, on the maturity date for the loan, on the date such Eurodollar rate loan would be converted to an 
alternate base rate loan and on the date such loan is paid in full. 

In addition, under the terms of the Facility, FGCO has agreed to pay each lender, through CS, an unused commitment fee equal to 0.75% per 
annum of the daily unused amount of the commitment of such lender during the preceding quarter or other period starting with the date of the 
Facility or at the completion of the 364 day availability period or the date on which the commitment of such lender would expire or be terminated. 

The loans under the Facility are subject to mandatory prepayment If FirstEnergy or any subsidiary incurs or issues debt for borrowed money 
owed to, or issues equity to, a person other than FirstEnergy or any of Its subsidiaries. However, any debt incurred or issued under certain 
credit facilities in existence as of the date of the new Facility will not result in a mandatory prepayment. 

In addition to customary conditions precedent to borrowing under the Facility, FGCO must Issue to the administrative agent for its benefit and 
the benefit of the lenders, a first mortgage bond pursuant to its General Mortgage Indenture and Deed of Trust dated as of June 19, 2008, to 
The Bank of New York Trust Company, N.A. (FGCO Mortgage). It is a further condition that the aggregate outstanding amount of bonds issued 
under the FGCO Mortgage must not exceed 60% (or such higher percentage as may be agreed to by CS) of the lesser of the cost or fair vaiue of 
all property additions (as determined in accordance with the FGCO Mortgage). Also, certain existing credit facilities of FirstEnergy and its 
subsidiaries must be drawn in full, and FirstEnergy must engage an investment bank satisfactory to CS to publicly sell or privately place debt or 
equity securities of FirstEnergy or any of Its subsidiaries, the proceeds of which would be used to provide funds for the prepayment in full of the 
loans and termination of the Facility. 

The Facility contains customary events of default, including, without limitation, defaults relating to or arising from non-payment, breach of 
covenants, inaccuracy of representations and warranties, cross-defaults to other indebtedness (including the occurrence of an ©vent of default 
under the FGCO Mortgage), bankrxiptcy and insolvency events, judgments, ERISA defaults, invalidity of loan and collateral documents, and 
change of control. If an event of default under the Facility occurs and is continuing, CS may declare the commitment of each lender to make 
loans to be terminated and declare the unpaid principal amount of all outstanding loans and Interests accrued under the Facility immediately 
due and payable, and the lenders may exercise their other rights and remedies under the Facility and the FGCO Mortgage. 



FGCO, FES and FirstEnergy are subject to certain affirmative and negative covenants, including limitations on the ability to sell, lease, transfer 
or dispose of assets, to grant or permit liens upon properties to secure debt, to merge or consolidate, to enter into any prohibited transactions 
as defined in the Employee Retirement Income Security Act of 1974, to use the proceeds of any borrowing for prohibited purposes or to make 
certain payments on, or reduce or terminate the lending commitments under, certain other indebtedness. Also, FirstEnergy must maintain a 
debt to capitalization ratio of no more than 0.65 to 1.00, determined as of the last day of each fiscal quarter. 

The foregoing Is a summary description of certain terms of the Facility and is qualified In Its entirety by reference to the Facility, which 
FirstEnergy intends to file as an exhibit to its quarteriy report on Fonm 10-Q for the quarter ending September 30,2008. 

For a more complete discussion of the liquidity position of FirstEnergy and its subsidiaries, see FirstEnergy's letter to ti^e investment 
community filed by the registrants with the SEC on Form 8-K on October 9,2008. 

Forward-Loo king Statements: This Form 8-K includes forward-looking statements based on information currently available to management. 
Such statements are subject to certain risks and uncertainties. These statements include declarations regarding management's Intents, 
beliefs and current expectations. These statements typically contain, but are not limited to, the terms "anticipate," "potential," "expect," "believe," 
"estimate" and similar words. Forward-looking statements Involve estimates, assumptions, known and unknown risks, uncertainties and other 
factors that may cause actual results, performance or achievements to be materially different from any future results, performance or 
achievements expressed or implied by such forward-iooking statements. Actual results may differ materially due to the speed and nature of 
increased competition in the electric utility industry and legislative and regulatory changes affecting how generation rates will be determined 
following the expiration of existing rate plans in Ohio and Pennsylvania, the impact of the PUCO's rulemaking process on the Ohio Companies' 
Electric Security Plan and Market Rate Offer filings, economic or weather conditions affecting future sales and margins, changes in markets for 
energy services, changing energy and commodity market prices and availability, replacement power costs being higher than antldpated or 
inadequately hedged, the continued ability of FirstEnergy's regulated utilities to collect transition and other charges or to recover Increased 
transmission costs, maintenance costs being higher than anticipated, other legislative and regulatory changes including revised environmental 
requirements and possible greenhouse gas emissions regulation, the impact of the U.S. Court of Appeals' July 11,2008 decision to vacate the 
CAIR rules and the scope of any laws, rules or regulations that may ultimately take their place, the uncertainty of the timing and amounts of the 
capital expenditures needed to, among other things, implement the Air Quality Compliance Plan (Including that such amounts could be higher 
than anticipated) or levels of emission reductions related to the Consent Decree resolving the New Source Review litigation or other potential 
regulatory initiatives, adverse regulatory or legal decisions and outcomes (including, but not limited to, the revocation of necessary licenses or 
operating permits and oversight by the Nuclear Regulatory Commission including, but not limited to, the Demand for Information Issued to 
FENOC on May 14, 2007) as disclosed in the registrants' SEC filings, the timing and outcome of various proceedings before the PUCO 
(including, but not limited to, the Distribution Rate Cases and the generation supply plan filing for the Ohio Companies and the successful 
resolution of the issues remanded to the PUCO by the Supreme Court of Ohio regarding the Rate Stabilization Plan and the Rate Certainty 
Plan, Including the recovery of deferred fuel costs) and Met-Ed's and Penelec's transmission service charge filings with the PPUC (as well as 
the resolution of the Petitions for Review filed with the Commonwealth Court of Pennsylvania with respect to the transition rate plan for Met-Ed 
and Penelec), the continuing availability of generating units and their ability to continue to operate at or near full capacity, the ability to comply 
with applicable state and federal reliability standards, the ability to accomplish or realize anticipated benefits from strategic goals (Including 
employee workforce initiatives), the ability to improve electric commodity margins and to experience growth in the distribution business, 
changing market conditions that could affect the value of assets held in the registrants' nuclear decommissioning trust funds, pension funds 
and other trust funds, the ability to access the public securities and other capital and credit markets in accordance with FirstEnergy's financing 
plan and the cost of such capital, changes in general economic conditions affecting the registrants, the state of the capital and credit markets 
affecting the registrants, and the risks and other factors discussed from time to time In the registrants' SEC filings, and other similar 
factors. The foregoing review of factors should not be construed as exhaustive. New factors emerge from time to time, ^ d It is not possible for 
management to predict all such factors, nor assess the impact of any such factor on the registrants' business or the extent to which any factor, 
or combination of factors, may cause results to differ materially from those contained in any forA/ard-looking statements. Dividends declared 
from time to time on FirstEnergy's common stock during any annual period depend on circumstances considered by FirstEnergy's Board of 
Directors at the time of the actual declarations. The registrants expressly disclaim any current intention to update any forward-looking 
statements contained herein as a result of new information, future events, or otherwise. 





SIGNATURE 

Pursuant to the requirements of the Securities Exchange Act of 1934, each Registrant has duly caused this report to be signed on its behalf by 
the undersigned thereunto duly authorized. 

October 15, 2008 

FIRSTENERGY CORP. 
Registrant 

FIRSTENERGY SOLUTIONS CORP. 
Registrant 

/s/ Harvey L. Wagner 

Harvey L. Wagner 
Vice President, Controller 

and Chief Accounting Officer 
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industry Report Card: 

U.S. Electric Utility Industry Faces Rising Costs, 
But Credit Quality Should Hold 

Industry Credit Outlook 
Standard 6c Poor's Ratings Services expects credit quality for the U.S. electric utility industry to withstand several 

challenges in 2008 as companies continue a protracted buildout of needed infrastructure. Rising costs for 

construction materials, fuel, and labor will continue to test the sector. Timely recovery of these outlays through 

regulatory support is important for continued credit stability. 

Ratings for the sector have been steady, with upgrades slightly outnumbering downgrades by a count of 30 to 24 in 

2007. Negative outlooks are outpacing positive oudooks by a narrow margin, excluding merger-related activity. 

Notable deals mclude the Great Plains Energy Inc/Black Hills Corp. /Aquila Inc. transactions, the proposed sale of 

Paget Sound Energy Inc. to a consortium of private investors, and Spanish unlity Iberdrola S.A.'s bid for Energy 

East Corp. 

Regulators' decisions concerning preapproval mechanisms for recovering plant construction costs and fuel costs 

continue to benefit companies' cash flow and have eliminated volatility and uncertainty. The expiration of the 

transition periods for restructuring in Ohio (2008) and Pennsylvania (2010) may cause some friction among state 

legislators, but not at levels previously seen in Illinois and Maryland. 

The national and global debate over global warming will continue far beyond 2008. What the tdtiraate outcome will 

be is cloudy right now, but legislation addressing carbon emissions and other greenhouse gases is extremely 

probable in the near future. What is clear is that electric utilities' ability to recover environmentally mandated costs 

in authorized rates and consumers' willingness to pay them will determine the industry's future credit strength. 

Standard & Poor's RatingsDirect | December 19, 2007 
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Issuer Review 

Companv/ffatin^/GoinmeBtSr 

AEP Texas Central Co.( BBB/Stable/-
See American Electric Power Co. Inc. 

Analyst 

Todd 
Shipman 

AEP Texas North Co.( BBB/Stable/-} 
See American Electric Power Co. Inc. Todd 

Shipman 

Alabama Power Co.i A/Stab(e/A-1) 
See Southern Co. Dimitri 

Nikas 

Gerrit 
Allegheny Energy lnc.( BB8-/Stable/A-3) 
We will monitor Allegheny's transmission construction program and the recently proposed POLR power-pracurement plan that would be 
implemented in 2011 after the existing plan expires in 2010. There is no time limit within which the Pennsylvania PUC needs to issue a 
decision. Trailing 12-month cash flow financial measures are adequate for the aggressive financial risk profile. Adjusted FFO to total debt 
was 17.5% and FFO interest coverage was 3.8x, both as of Sept. 30,2007. Adjusted debt leverage remains high for the aggressive profile, 
but net cash flow to capital spending exceeds 100%. indicating that FFO minus dividends exceeds capital spending for the 12 months ended 
Sept. 30.2007. Free operating cash flow was $80 million for the sarm period. 

Allegheny Energy Supply Co. UC| BBB-ZStable/-) 

Standard &: Poor's RatingsDirect | December 19,20Q7 
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ee Allegheny Energy Inc. Gerrit 
Jepsen 

ALLETE lnc.( 8BBVStable/A-2) 
Because a material portion of ALLETE's cash flow comes from its real estate operations in Florida, a prolonged downturn in that market Gemt 
could weaken cash flow measures such as FFO to totaf debt, which was ]S% for the 12 months ended Sept. 30,2007. However, the Jepsen 
intermediate financial risk profile is bolstered by significant cash on hand and adjusted debt leverage of 4i9%, which is adepi/ate for the 
rating. 

Alliant Energy Corp.! BBB+/Stahle/A-2) 
In the near term, we are monitoring Interstate Power & Light's sale of its transmission assets to ITC Holdings for about $750 million. Sale Gerrit 
proceeds can be used to build three new wind farms by the end of 2008 and two pulverised coal plants by year-end 2013. Cash flow metrics Jepsen 
are currently strong for the rating, with adjusted FFQ/debt at 33% and total debt to total capital of 49%, but these ratios may weaken as 
spending starts on the proposed large construction projects. 

Alliant Energy Resources lnc.{ BBB+/Stable/A-2) 
See Alliant Energy Corp. Gerrit 

Ameren Corp.! BBB-/Stabie/A-3) 
On Aug. 29, we affirmed our ratings an Ameren and its subsidiaries and removed them fram CreditWatch after the Illinois governor Barbara 
assigned into law under which Ameren's Illinois utilities, Commonwealth Edison, and certain merchant generators will provide a total of $1 Eseman 
billion in rate relief over four years to the state's electric customers. In addition, the law created a state agency, the Illinois Power Agency, 
which will administer the power-procurement process on behalf of the state's utilities, replacing the reverse-auction process that had 
resulted in huge retail rate increases at the beginning of the year. Under the agreement, Ameren will provide $150 million of the $1 billion. 
While the financial impact is manageable, Ameren's ratings are more a function of the apparent indifference by state leaders to the 
financial health of the state's utilities during the debate over the level of rates that had been determined in accordance with the 1997 
restructuring law. This debate raises the prospect of future uncertainty if electric rates again climb to politically unacceptable levels. 
Accordingly, constructive responses to recently filed electric and gas rates cases that lift subpar earned returns and enhance cash flows 
will be critical to restoring the utilities' financial health. 

American Electric Power Co. Inc.( BB6/Stable/A-2) 
AEP faces an almost constant cycle of regulatory proceedings in one or more of the 11 states in which it operates, as well as at the federal Todd 
level. The mostly coal-burning company has spent a lot of money on environmental compliance and plans to spend more on new generation. Shipman 
a massive undertaking that heightens operating and regulatory risk and could possibly erode AEP's generation cost advantage. Longer-term 
challenges include, most prominently, the prospect of climate change legislation and its effect on AEP's existing resources and planning 
decisions, and the evolving state of the regulator;/ compact in Ohio. 

American Transmission Co.! AVStable/A-1) 
The stable outlook reflects the expectation diat ATC will maintain its financial measures during the implementation of its large capital plan. Gabe 
For the 12 months ending Sept. 30.2007, adjusted FFO to debt was 20% and FFO interest coverage was 4.7x. ATC operates under the Grosberg 
FERC's jurisdiction, which provides for a constructive regulatory environment. This includes prospectively setting rates with annual true-ups. 
providing a return on construction work in progress, and authortztng a high ROE [12.2%). 

Appalachian Power Co.( B8B/Stable/-| 
See American Electric Power Co. Inc. Todd 

Shipman 

Aquila Inci B-f/Watch Pos/-) 
We are monitoring the pending sale of 100% of Aquila common stock to Great Plains Energy inc. and forthcoming regulatory decisions Gerrit 
related to acquisition. Also, Aquila's capita! spendingVogram includes an interest in the proposed latan II coal unit that could further Jepsen 
pressure already weak operating cash flaw during construction, which we expect to extend through 2010 and could result in higher debt 
levels. Currently, cash flow measures are adequate for the rating, with adjusted FFO/total debt at about 5% and FFO interest coverage 
around 1.7x. 

Arizona Public Service Co.( BBB-/Stabie/A-3] 
See Pinnacle West Capital Corp. Anne. 

Selting 

Atlantic City Electric Co.( 8BB/Stable/A-2| 
See PEPCD Holdings Inc. Gerrit 

Jepsen 

www.standardandpoors.com/ratingsdirect 
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Avista Corp.( BB-f/Positive/B-l) 
The completion of the Avista Energy sale last summer has improved the company's consolidated business risks, which, coupled with Anne 
expectations in improvement in the company's financial performance, could be sufficient to result in a ratings improvement. A slightly Selting 
below normal hydro year has suppressed cash fl.ow metrics, as has the need to update fuel and purchased power costs in base rates. FFO to; 
debt and interest were 15.8% and 3.0x. respectively as of Sept 30,2007, with leverage at 58.6%. The company recently announced it had 
reached a rate case settlement for gas and electric rates in its Washington service areas, which is the company's largest market. If 
approved by the commission, the company's credit metrics should improve modestly in the next 12 months. The utility faces large maturities 
in 2008, but we expect it to be able to refinance its obligations in the capital markets. 

Balumore Gas & Electric Co.{ 8BB+/Negative/A-2) 
Ratings reflect BGE's affiliation with Constellation's nonregulated companies. BGE's cash flow represents less than 30% of the Gabe 
consolidated cash flows. The negative outlook reflects the weak consolidated financial measures for the rating. For the 12 months ending Grosberg 
Sept. 30.2D07, consolidated adjusted FFO to debt was below 20% and FFO interest coverage was 3.5x. On Oct. 31,2007, Constellation 
announced a share repurchase for up to $1 billion. 

Black Hi«s Corp.( BBB-/Slable/ -) 
In the pending acquisition of Aquifa's non-Missouri utility assets for $940 million, we are montioring regulatory outcomes and the Gerrit 
company's financing of the acquisition. Black Hills has indicated that a combination of common stock, mandatory convertible securities. 
holding company debt, and internally generated cash will be used. We are also closely watching results at unregulated operations for 
quality-of-reserve issues at the company's E&P segment Financial measures are currently adequate for the rating, with adjusted FFO to 
total debt at 23.6% for the 12 months ended Sept 30,2007, and adjusted debt to total capital was 45%. 

Black Hills Power lnc.( BBB-/Stable/-1 
See Black Hills Corp. 

Carolina Power & Light Co d/b/a Progress Energy Carolinas lnc( 6B6+/Stable/A-2} 
See Progress Energy Inc. 

CenterPoint Energy Houston Electric LLC{ BBB/Positive/--} 
See CenterPoint Energy Inc. 

Gerrit 
Jepsen 

Dimitri 
Nikas 

Dimitri 
Nikas 

CenterPoint Energy lnc.{ BBB/PDsitive/A-2) 
CenterPoint's credit prohle continues to benefit from significant reliance ̂ n low operating risk regulated operations for electricity Dimitri 
distribution that lack commadity exposure and gas transmission operations. The company's generally conservative growth strategy can be Nikas 
seen in The careful approach to expanding and funding its gas transmission operations. Leverage continues to be high, but financial 
performance should benefit in 2008 as the company completes the thinJ phase of expanding the 1.5 bcf Carthage-to-Peny*/iIie pipeline, 
completes construction of the new Southeast Supply Header, and continues to expand its Houston distribution operations' satisfactory 
customer growth. While the company is working through some regulatory challenges in Minnesota to recover previously incun-ed gas costs, 
the recent regulator/ approvals in Arkansas and Texas are favorable for credit quality. 

CenterPoint Energy Resources Corp.( BBB/Positive/-} 
See CenterPoint Energy Inc. Dimitri 

Nikas 

Central Hudson Gas & Electric Corp.( A/Stable/-) 
Parent CH Energy's credit ratios are somewhat weak for the current rating with FFO interest coverage of about 4.2x, FFO to debt of 15%, John 
and debt to capital at 59%. The company's earnings and cash flow generation should remain weak through the first quarter of 2008. due to Kennedy 
the winter heating season, consetvation efforts, volatile commodity prices, and additional investments in Central Hudson and the 
nonregulated subsidiaries. Central Hudson's three-year rale agreement, approved in July 2006, includes a $54 million increase in electric 
revenues and $14 million increase in gas revenues. Concurrent with the rate agreement, the commission authorized an ROE of 9.6%, which 
is materially lower than the previous 10.3%. The increased revenues are required to cover increased operating costs, particularly pension 
and other postemployment benefits, arid infrastmcture improvements. CH Energy has invested $25 million for various energy-related assets 
as part of its plan to build a portfolio with the proceeds from the sale of its generating facilities in 2001. 

Central Illinois Light Ca.( B8/Positive/--) 
See Ameren Corp. Barbara 

8seman 

Central Illinois Public Service CoJ BB/Positive/--} 

Standard Sc Poor's RatingsDirect | December 19.2007 6 
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1 e Ameren Corp. Barbara 
Eiseman 

Central Maine Power Co.( BBBVNegative/-
See Energy East Corp. 

CILCORP lnc,( BB/Positive/-
See Ameren Corp. 

John 
Kennedy 

Central Vermont Public Service Corp.{ fiB+/Stabie/-1 
On Nov. 30,2007, the company reached a settlement with the Vermont Department of Public Service for a 2.4% rate increase. The hike, Barbara 
which the Vermont Public Service Board must approve, falls short of the 4.46% increase originally sought by the utility, and will only Eiseman 
modestly lift the company's somewhat weak financial parameters. Meanwhile, the more significant consideration for the credit quality of 
CVPS will be the outcome of the pending alternative regulation plan, filed by the company in August 2007. Implementation of certain 
mechanisms, such as a fuel-adjustment clause, would enable the company to recoup hiel and purchased-power costs in a more timely 
fashion and could lead to more substantial financial improvement 

Barbara 
Eiseman 

Cisco Corp.( BBB/Stable/-) 
Cisco's credit profile is dominated by the construction of the $1 billion, 600 MW Rodemacher Unit 3 generation facility that will address Dimitri 
ClecQ Power's shortfall in owned generation, currendy filled through short-temi power purchases, and will provide some dtversificatian Nikas 
away from natural gas. Cieco issued $158 million of equity to finance part of Rodemacher in late 2006. An interim regulatory rate plan 
allows recovery of 75% of the financing costs in rates. Cleco's liquidity is strong, given that the company received $85 million for the 
termination of priority and guaranteed payments when the sale of Calpine's 50% interest in Acadia to Cajun was complete. Also, in 
September 2007, the LPSC approved a financing order (about $187 million) that allows Cleco to securitize both the unrecovered costs of 
restoration from Hurricanes Katrina and Rita as well as a restricted storm reserve of $50 million to be available to fund future storm 
restorations. 

•
Cleco Power LLC( BBB/Stable/-| 
See Cleco Corp. Dimitri 

Nikas 

Cleveland Electric Illuminating Co.( SB8/Negative/--) 
See FirstEnergy Corp. Todd 

Shipman 

CMS Energy Corp.( BBBVStable/A-3) 
CMS's business profile has improved due to some nonregulated asset sales. Also, the company's financial profile has improved as sale John 
proceeds will be used to reduce debt CMS's announcement regarding the purchase of a 964 MV/ power plant from LS Power Group doesnt Kennedy 
affect the rating on the company. The transaction supports CMS's Balanced Energy Initiative, which is reflected in cunent ratings. Capital 
spending will he heavy at Consumers Energy in 2008 as the company considers spending on advanced metering, distribution reliability. 
environmental expenditures (e.g., sulfur dioxide remediation and the potential for federal carbon dioxide legislation!, and the potential for a 
new generating plant. 

Columbus Southern Power Co.{ BBB/Stable/ -) 
See American Electric Power Co. Inc. Todd 

Shipman 

Commonwealth Edison Co.( BB/Positive/6) 
The ratings on ComBd reflect its stand alone credit quaKty following the political events of 2006 and 2007. On Aug. 29,2007, we affirmed Gabe 
the rating on ComEed, removed it from CreditWatch, and assigned a positive outlook, following the Illinois governor signed into law the Grosberg 
settlement agreement that will provide for $1 billion in rate relief over the next four years. ComEed's cash flow constitutes 15% to 20% of 
Exelan's consolidated cash flow. The rating for ComEd remains four notches below its parent's rating due to the ongoing political rhetoric in 
Illinois. On Oct. 17,2007. ComEd filed for a distribution revenue increase of $361 million, for which a decision is mt expected before 
September 2G08. 

Connecticut Light & Power Co.( BBB/Stable/--) 
See Northeast Utilities John 

Kennedy 

Connecticut Natural Gas Corp4 BBBVNegative/-
See Energy East Corp. John 

www.standardandpaars.cam/ratingsdirect 
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Kennedy 

Consolidated Edison Co. of New York IncJ A/Negative/A-2} 
See Consolidated Edison Inc. John 

Kennedy 

Consolidated Edison lnc.( A/Neg3tive/A-2) 
Financial ratios remain weak due to a regulatory lag associated with the company's capital program, higher levels of debt, and spending John 
related to the outages incurred in the summer of 2006. VVe expect financial measures to continue to improve, given subsidiary Consolidated Kennedy 
Edison Co. of New York's rate increase of $220 million in 2007. Implicit in the current rating is our expectation that rate increases through 
2008 will be sufficient to improve FFO to debt to over 16% and FFO interest above 3.5x. 

Consumers Energy Co.( BBB/Stable/-} 
See CMS Energy Corp. 

Dayton Power & Light Co.{ BBB/Siable/ -| 
See OPL Inc. 

Delmarva Power & Light Co.( BBB/3table/A-2) 
See PEPCO Holdings Inc. 

Detroit Edison Co.l BBB/Stable/A-21 
See DTE Energy Co. 

John 
Kennedy 

Todd 
Shipman 

Gerrit 
Jepsen 

John 
Kennedy 

Dominion Resources lnc.( GBB/Pasitive/A-2) 
Lower gas prices and mild weather have lowered fuel-related expenses, which were not fully recoverable through mid-2007 and are Todd 
deferrable thereafter. The company has sold most of its exploration and production (E&Pl assets. The company used sale proceeds in part to Shipman 
achieve financial measures that support credit quality. The E&P sales, along with reregulation in Virginia, have improved business risk. 
Uquidity concerns have receded. 

DPLInc.( BBB/Stable/-} 
OPL's focus on its core electric utility operations, which include primarily coal-fired base load generating assets, has helped to reduce Todd 
business risk. With regard to the legislative and regulatory uncertainty in Ohio, DPL has staled that it would like to extend its cun'ent RSP, Shipman 
which expires two years later than the other three utilities in 2010. While the company has significant capital expenditure needs over the 
next two years, a large portion of the spending program has been completed, and as a result financial metrics should continue to improve. 
FFO interest coverage was 4.5x and FFO/debt was 22.2% for the 12 months ended Sept 30,2007. 

DTE Energy Co.{ BBB/Stable/A-21 
OTEs improvement in its business risk profile stems from selling a significant portion of its nonregulated businesses. We anticipate John 
regulated units to represent over 90% of the total business mix, up from a historical average of about 70%. Still, we expect the weak local Kennedy 
economy and service territory to challenge the company's efforts to improve financial strength. 

Duke Energy Carolinas LLC( A /Slable/A-2) 
See Duke Energy Corp. Dimitri 

Nikas 

Duke Energy Corp.! A/Stable/A-2) 
Duke Energy Carolinas received NCUC approval for a settlement reached with intervenors regarding its June 2007 rate filing. While the Dimitri 
settlement wtll reduce base rates by $287 million annually, such reduction is partly mitigated by the ability to recover 58% of Nikas 
merger-related cost savings during 2008 totaling $80 million while providing a refund of 42% of such casts over the next three years. 
Furthermore, the company will have to capitalize expenses related to the Clean Smokestacks legislation in excess of $1.05 billion for 
recovery through a rate case filing. The decision reflects an ROE of 11 % on a capital structure of 53% equity and 47% debt and should 
provide rate certainty over the next three years as the company pursues a large capital spending program to address load growth and 
environmental compliance. Duke Energy Ohio is still awaiting resolution of how the regulatory landscape will evolve after its rate 
stabilization plan expires at year-end 2008, providing some uncertainty, while Duke Energy Indiana received approval to build a 630 MW 
integrated gasification combined cycle plant that is estimated to cost about $2 billion. While the consolidated financial profile remains 
robust for the 12 months ending Sept 30,2007, with interest coverage of 5.9x and FFO/total debt of 33%. the significant capital spending 
program will necessitate ongoing constructive regulatory relationships to avoid increases in business risk and to presen/e the financial 
profile. 
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"1^ 
'4P Duke Energy Indiana lnc.( AVStable/A-2) 

See Duke Energy Corp. 

Duke Energy Kentucky lnc.( A/Stable/-) 
See Duke Energy Corp. 

Duke Energy Ohio Inc.! A /Stable/A-2) 
See Duke Energy Corp. 

DuquesneLightCo.| BBB/Stable/--) 
See Ouquesne Light Holdings Inc. 

Dimitri 
Nikas 

Dimitri 
Nikas 

Dimitri 
'Nikas 

Gerrit 
Jepsen 

Duquesne Light Holdings !nc.( BBB/Stable/-) 
Privately held Duquesne has been streamlining its operations dawn to a T&D electric utility and affiliates sen/ing electricity customers. We Gerrit 
will monitor ongoing financial performance and cash flow stability. After adjustments and on a consolidated basis, total debt to total Jepsen 
capital, FFO to total debt, and FFO interest coverage are adequate for the rating. 

E.ON U.S. LLC( BBB+/St3ble/-) 
E.ON U.S.'s two utilities in Kentucky perform well, with low costs, a reasonable regulatory environment and high customer satisfaction Todd 
ratings. A sizable portion of capital spending on environmental compliance upgrades has been mostly completed, although significant Shipman 
environmental costs still remain. The agreement to terminate its Big Rivers lease agreement will have a positive impact on the company's 
business risk, Parent E.ON AG continues to support E.ON U.S.. which is important for ratings stability. 

Edison Internationa l( BBB/Stable/-} 
( ' 3 k Edison International has produced sound consolidated credit metrics year to date due to good pricing and operational perfonnance at its the Anne 
''•^^F unregulated merchant operations owned by Edison Mission Energy and continued solid cash flows at Southern California Edison ISCE), Setting 

which provides about 75% of operating cash flows. Consolidated FFO to debt and interest coverage were 12.5% and 3.4x respectively, as of 
Sept. 30 with leverage at 53%. In November, the utility filed a general rate case for 2009 through 2011, requesting a 6.2% increase in 
overall rates (a 16.2% increase in base ratesl to support its large capital program. The case should be decided at the end of 2008. Also 
pending before the California Public Utilities Commission is the conipany's 2007 cost of capital filing. A recent draft decision supports no 
change in the company's 11.6% ROE. 

EI Paso Electric Co. ( BBB/Stable/-! 
Credit ratios remain strong at El Paso Electric. Adjusted FFO to total debt was .22.6% and adjusted FFO to interest coverage was 5.Dx during Antonio 
the 12 months ended Sept. 30 2007. The company has enjoyed a good year, helped by customer growth, increased cooling degree days, and Bettineili 
off-systen) sales driven by improved operations at the Palo Verde nuclear plant In July 2007, the New Mexico Public Regulation 
Commission approved an increase of $5.8 million in base rates-the utility had requested $13.1 million, an elimination of dre cap on 10% of 
its hiel costs, and 75% share of off-system sales margin until 2010. Over the next few years, significant capital spending is planned for 
distribution and additional generation to meet load growth. 

Empire District Electric Co.( B8B-/Stable/A-31 
The company's relatively heavy constnjction program will continue to constrain its financial condition. Therefore, continued conservative Barbara 
financing, the return to service of its Asbury Generating Station in Febroary 2008. and constructive regulatory treatment induding sufficient Eiseman 
amounts of rate relief, will be essential to support key financial metrics at levels suitable for current ratings. The company has filed a 
request with the Missouri Public Service Commission for a $34.7 million (10.11%) rate hike and a request to adopt a fuel-adjustment 
mechanism, which would allow the company to recoupjuel and purchased power costs sooner A final commission decision is ejqDected in 
the fall of 2008. Adjusted financial metrics for the 12 months ended Sept. 30,2007 were adequate for the rating level, with FFO interest 
coverage of 4.2x, FFO to total debt of 17.8%, and total debt to total capital of 56.1%. 

Energy East Corp.l BBB+/Negative/A-2) 
The FERC recently approved the acquisition of Energy East by Iberdrola S.A. When the deal closes. Energy East will account for about 16% John 
of pro forma revenue and about 11 % of pro forma EBITDA. The transaction is slated to close in the first half of 2008. Kennedy 

t
Enogex Incl BBB4/Watch Neg/-) 
See OGE Energy Corp, Todd 

Shipman 

Entergy Arkansas lnc.( BBB/Watch Dev/-) 
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See Entergy Corp. Dimitri 
Nikas 

Entergy Corp.! BBB/Waich Dev/-) 
We placed the ratings on Entergy and its subsidiaries on CreditWatch with developing implications after the company announced its plans Oimitri 
to recapitalize its merchant nuclear generation assets by issuing about $4.5 billion of debt and spin off the assets through a tax-free Nikas 
transaction. The CreditWatch listing reflects our concern about The amount and use of any proceeds from the proposed spin-off and 
uncertainty regarding Entergy's financial risk profile and debt leverage post-transaction, which we expected to close by third-quarter 2008. 
Meanwhile, Entergy continues to pursue actions that support the utility credit profiles, such as securitization of storm costs in Texas and 
Louisiana. However, the company faces some challenges, such as the successful implementation of the system agreement under which 
system costs must be equalized within a band, as well as the successful separation of Entergy Gulf States into two distinct entities in 
Texas and Louisiana. 

Entergy Gulf States lnc,( BBB/Watch Dev/-) 
See Entergy Corp. 

Entergy Louisiana LLCI BBB/Watch Dev/-) 
See Entergy Corp. 

Entergy Mississippi lnc.( BBBAWatch Dev/-) 
See Entergy Corp. 

Entergy New Orleans lnc.( BBB-/Watch Dev/-) 
See Entergy Corp. 

Dimitri 
Nikas 

Oimiui 
Nikas 

Dimitri 
Nikas 

Oimitri 
Nikas 

FirstEnergy Corp.[ BBB/Negative/-1 
The company's operating performance has been satisfactory, but persistent doubts on nuclear operations were confimned recently with a Todd 
"scram" (shutdown) and feedwater pump problems at the Perry plant that prompted an NRC special inspection. Legislative and regulatory Shipman 
attention in Ohio on rates and the post-2008 market stnicture in Ohio harbor significant risk. Financial metrics and liquidity have improved 
as substantial debt was paid down in previous years, but share buybacks and capital spending have stalled the trend. The share 
repurchases have bruised credit metrics and quashed upward rating momentum. Committing to a maritet-based future for its generating 
assets could dampen credit quality. 

Florida Power & Light Co.( A/Stable/A-1) 
See FPL Group Inc. 

Florida Power Corp. d/b/a Progress Energy Florida lnc.( B8B+/Stable/A-21 
See Progress Energy Inc. 

Florida Progress Corp.! BBBVStable/-) 
See Progress Energy Inc. 

Todd 
Shipman 

Dimitri . 
Nikas 

Dimitri 
Nikas 

FPL Group Inc.( A/Stable/-) 
FPL Group's ratings and stability rests on the strength ol-its utility operations at Florida Power & Light (FP&L). The integrated utility is the Todd 
main contributor to the group's earnings and cash flow, and its strong business profile centers on a constructive regulatory environment and Shipman 
a very healthy service terriiorv- Targeted growth in the unregulated wholesale energy business, a high-risk merchant energy portfolio, and 
an appetite for acquisitions hamper credit quality. Financials are somewhat weak ftir the ratings as well, but have been improving. Florida 
regulators' decision to reject a proposed clean-coal plant sent a conflicting message to the utility and its bondholders as to the direction of 
public policy on new generation, and will exacerbate FP&L's dependence on natural gas to produce electricity. 

Georgia Power Co.[ A/Stable/A-l| 
See Southern Co. Oimitri . 

Nikas 

Great Plains Energy lnc.( BBB/Watch Neg/--) t̂tk 
The CreditWatch on Great Plains reflects its attempt to purchase 100% of Aquila's connman stock. If Great Plains obtains ademiats and Gabe ^ V 
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timely recovery of all costs (including total debt costs at Aquila) and the regulators work with the utilities to prevent rmenal cash flow Grosberg 
degradation during the subsidiaries' joint capital plan, Standard & Poor's would remove the ratings from CreditWatch with negative 
implications, would likely affirm the 'BBS' corporate credit rating, and assign a negative outlook. The negative outlook would reflect the 
potential for credit metrics to deteriorate during the ongoing capital-spending cycle. If Great Plains goes ahead with the Aquila acquisition 
without obtaining the appropriate aforementioned regulatory safeguards, and assuming the company makes no other compensating 
changes to its plan, we would lower our long-term ratings on Great Plains to 'BBB-' with a stable outlook. 

Green Mountain Power Corp.l BBB/Stable/-) 
In June 2007, we affirmed the ratings on Green Mountain and removed them from CreditWatch with positive implications, where they were Barbara 
placed on June 22. 2006 after the announcement that Northern New England Energy Corp.. a subsidiary of Gaz Metro Inc.. would purchase Eiseman 
the company for $187 million. Green Mountain will account for just 12% of pro forma revenue and EBITDA. Thus, the ratings on Green 
Mountain reflect its stand-alone credit profile, which is presently at the 'BBS' corporate credit rating level. Despite a challenging regulatory 
environment Green Mountain has demonstrated an ability to effectively manage its relationship with regulators. An excellent business risk 
profile should provide the company with the basis to maintain its cun^nt financial condition. 

Gulf Power Co.( A/Stable/-) 
See Southern Co. Dimitri 

Nikas 

Hawaiian Electric Co. Incl BBB/Stabie/A-2) 
See Hawaiian Electric Industries Inc. Anne 

Selting 

Anne 
Selting 

Hawaiian Electric Industries lnc.( BBB/St3ble/A-2) 
Cash flow metrics have weakened in 2007 due to the need for utility rate relief. Potential for improvement is possible in 2008 if final rate 
relief decisions are timely and sufficient In October 2007. the Hawaii Public Utilities Commission approved a September settlement in 
Hawaiian Electric Co.'s (HECQ) rate case, granting it $70 million in interim relief in its general rate case. The approximate 5% increase is 
below the company's $99 million request and is subject to refund pending a final ruling. The commission also in October finally moved to 
issue a ruling in the company's 2005 rate case award, providing it with approval for a $34 million rate increase. Because this is lower than 
the amount awarded on an interim basis in 2005, the company will be required to refund $15 million in 2008. Maui Electric Co. also has a 
pending request for $19 million in rate relief, or a 5.3% rate increase. An interim decision is not expected before early to mid-2008. 

IDACORPIncI BBB+/Negative/A-2) 
Despite a 14% power cost adjustment increase at hydro-heavy Idaho Power, persistent draught conditions on the Snake River have resulted Antonio 
in additional deferred costs and further deterioration in credit metrics. Adjusted FFO interest coverage and FFO to total debt for the 12 Bettineili 
months ending Sept. 30,2007, stood at 1.8x and 4.4%, respectively. The offset of emission credit sales against defen̂ ed power costs has 
also contributed to weaker operating cash flows although there is no economic disadvantage. Leverage remains close to that of similarly 
rated utilities at 55.4% adjusted debt to capital. The pending general rate case will be critical in maintaining the current rating and a 
decision is expected in the hrst quarter The power-cost adjustment mechanism in Idaho allows for 90% of unexpected costs to be passed 
through over a 12-month period, causing temporarily weak cash flows. 

Idaho Power Co.[ BBB+/Negative/A-2) 
SeelDACOHPInc. 

Illinois Power Co.j BB/Positive/-) 
See Ameren Corp. ' 

Indiana Michigan Power Co.< BBB/Stable/--) 
See American Electric Power Co. Inc. 

Indianapolis Power & Light Ca.( BB+/Stable/--t 
See IPALCO Enterprises Inc. 

Antonio 
Bettineili 

Barbara 
Fiseman 

Todd 
Shipman 

Barbara 
Eiseman 

Integrys Energy Group lnc,( A/Stab le/A-2) 
On Nov. 13, 2007, we revised Integrys' outlook to stable from negative. The revised outlook reflects Integrys' progress to improve its Gabe 
financial and business profile since its one notch downgrade following its merger with Peoples Energy. The improvements include the sale Grosberg 
of its EaP business, the reduction of short-term debt and its initial progress on the merger integration. On Man:h 9,2007. Peoples Energy 
filed in Illinois for a $108.8 million revenue increase due to the overall continuing decline in throughput higher operating expenses, and the 
increased capital costs. The company last filed for a rate increase in 1995 and the Illinois commission will issue its order by Feb. 5,2008. 
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International Transmission Co.( BBB/Positive/-
See ITC Holdings Corp. Gabe 

Grosberg 

Interstate Power & Light COJ 
See Alliant Energy Corp. 

BBB+/Stable/A-2) 
Gerrit 
Jepsen 

IPAICD Enterprises Incl BBVStable/-) 
The recent outlook revision to stable from positive can be traced to our view that parent AES Corp., which we characterize as having a vetv Barbara 
aggressive financial policy, may rely more heavily on its subsidiaries to support its own expansion activities. Although IPALCO s financial Eiseman 
parameters have modestly improved (with adjusted FFO interest coverage near 3x. FFO to total debt of about U% and total debt to capital 
of 97% (based on the use of pooling accounting), we do not expect them to continue to strengthen lo levels that would be solidly 
investment-grade quality. 

ITC Holdings Corp.! BBB/Positive/-) 
The rating on ITC Holdings (ITC) reflects its excellent business prohle offset by its high debt leverage (70%). The FEflC regulates ITC. and 
itsregulatory treatment is constructive. This includes annual adjustments based on projected revenue requirements, authorizing a high ROE 
(over 13%), and allowing for a 60% equity component. On Jan. 19,2007, ITC announced its intention to acquire IP&L.assets for $750 
million, subject to regulatorv approvals. As of Dec. 12.2007, the Minnesota PSC remained the lone outstanding required approval. 

Gabe 
Grosberg 

Jersey Central Power & Light Co.( BBB/Negative/-) 
See FirstEnergy Corp. 

Kansas City Power & Light Co.( BBB/Watch Neg/A-3) 
See Great Plains Energy Inc. 

Kansas Gas & Electric Co.l BBB/Stable/-) 
See Westar Energy Inc. 

Kentucky Power Co.l BBB/Stable/--) 
See American Electric Power Co. Inc. 

Kentucky Utilities Co-i BBB+/Stable/A-2) 
See E.ON U.S. LLC 

KeySpan Corp.l A-/Stable/A-2) 
See National Grid USA 

KeySpan Energy Delivery Long lsland( /VStable/-) 
See National Grid USA 

KeySpan Energy Delivery New York( A/Stable/-} ^ 
See National Grid USA 

Louisville Gas & Electric Co.( BBB-^/Stable/-) 
SeeE.ONU.S.LLC 

Todd 
Shipman 

John 
Kennedy 

Barbara 
Eiseman 

Todd 
Shipman 

' Todd 
ShipiTian 

John 
Kennedy 

John 
Kennedy 

John 
Kennedy 

Todd 
Shipman 

Madison Gas & Electric CQ.( AA-/Stabfe/A-f+! 
We will continue to monitor Madison Gas & Electric's construction program for any significant cost increases and the effect on the utility's Gerrit 
financial measures. Although there is significant capital spending, we expect ongoing supportive regulation even if higher cooling-related Jepsen 
costs are ultimately incurred for the Oak Creek coal units. 

• 

Standard & Poor's RatingsDirect | December 19,2007 
" n_,... Aii.,„t... mfon^ori No rfirwintordissaroation without S&P?s permission. See Terms of IJse/Oisclai 

12 
Mil ;7.iB9 



w 

Industry Report Card: U.S. Electric Utility Industry Faces Rising Costs, But Credit Quality Should Hold 

Massachusetts Electric Co.{ A/Watch Neg/A-1) 
See National Grid USA John 

Kennedy 

Metropolitan Edison Co.| BBB/Negative/-] 
See FirstEnergy Corp. 

Michigan Consolidated Gas Co.( BBB/Siable/A-2) 
See OTE Energy Co-

Michigan Electric Transmission Co.( BBB/Positive/-) 
See ITC Holdings Corp. 

Todd 
Shipman 

John 
Kennedy 

Gerrit 
Jepsen 

MidAmerican Energy Co.( A/Stable/A-I) 
MidAmerican Energy continues its stable financial performance. FFO coverage of interest and debt for the 12 months ended March 31,2007 Anne 
was 4.7x and 26%, respectively. Adjusted debt to total capitalization was 48% as of the same date. The company's rate settlement in Iowa Selting 
extends through Dec. 31,2011. The rate settlement does not incorporate a fuel-adjustment clause, which may be problematic given 
increasing fuel costs, but this is mitigated by a largely stable coal-fired asset base and the abiliti' to request a rate increase should the 
actual earned Iowa jurisdictional ROE falls below 10%. 

MidAmerican Energy Holdings Co.( A-/Stable/-) 
MEHC's strong credit ratings reflects the explicit and implicit support afforded to it by its parent, Berkshire Hathaway Inc. Anne 
(AAA/Stable/A-I +). which holds 83% of MEHC's common voting stock. Beritshire has provided MEHC a $3.5 billion equity commitment Selting 
agreement that expires in March 2011. Without Beritshire's support, MEHC's cunent aggressive financial profile, while steadily improving, 
would support a rating that is in the low 'BBS' category. For the 12 months ended Sept. 30,2007 MEHC's FFO coverage of interest and debt 
stood at 2.6x and 11.93%, respectively. Consolidated MEHC debt to total capitalization has improved to 66%. MEHC relies on its eight 
business platforms for distributions to pay debt service. While the overall quality of cash flow is adequate for the rating, in 2007 and 2008 
the source of cash flows will be concentrated and nonregulated operations will be important sources of distributions. 

Midwest Independent Transmission System Operator lnc.( A-h/Stable/-1 
MISO's recent financial performance was strong for the rating, and Standarel & Poor's expects the financial measures to remain strong over Gabe 
the near term. Any large exodus of higher-load members could introduce financial risk because remaining MISO members would be Grosberg 
required To pay for a greater share of costs for operations, financing, and capital expenditures. 

Mississippi Power Co.( A/Stable/A-l) 
See Southern Co. 

Monongahela Power Ca.( BBB/Stable/-| 
See Allegheny Energy Inc. 

Narragansett Electric Co.( A/Watch Neg/A-1) 
See National Grid USA 

Dimitri 
Nikas 

Gerrit 
Jepsen 

John 
Kennedy 

National Grid USA( A-/S tab le/A-21 
The company completed its merger with Keyspan Corp. Tn August 2007. The combination creates a riskier business profile going fonward John 
with the addition of Keyspan's generation assets. However, the company expects to sell the 2,500 MW Ravenswood facility in the near Kennedy 
term, as part of a regulatory agreement. 

Nevada Power Co.( BB-/Positive/-) 
See Sierra Pacific Resources Inc. Antonio 

Bettineili 

New England Power Co.( A/Watch Neg/A-1) 
See National Grid USA John 

Kennedy 

New York State Electric & Gas Corp4 BBB+/Negative/A-2] 
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See Energy East Corp. John 
Kennedy 

Niagara Mohawk Power Corp. 
See National Grid USA 

A/Watch Neg/A-1 j 
John 
Kennedy 

Northeast Utilities) BBB/Stable/-) 
NU's financial profile is slightly weak for the rating level. Standard & Poor's expects credit protection measures to continue to be stretched John 
for the foreseeable future. However, the companies' business risk has improved as they have executed their strategy of becoming primarily Kennedy 
a T&O-oriented group. Capital needs over die next several years will be heavy. Capital spending and dividends of $5.5 billion over 
2007-2011 will be funded with $2.5 billion in cash from operations, about $500 million net cash from the sale of generation assets, and 
about $2.5 billion in new debt (and possibly equity) offerings. The company does not plan to issue equity in 2008. The company forecasts 
that returns will improve once its rate base reflects the capital spending. 

North Shore Gas Co.i A-/Stable/-
See Integrys Energy Group Inc. Gabe 

Grosberg 

Northern Natural Gas Co.( A/StableA-1 
See MidAmerican Energy Holdings Co. Anne 

Selting 

Northern States Power COJ 
See Xcet Energy Inc. 

BBB+/Stable/A-2) 
Gerrit 
Jepsen 

Northern Slates Power Wisconsin! A/Stable/--) 
The rating of this subsidiary of Xcel Energy Inc. reflects affiliation with the Xcel family of companies and the benefits of regulatory Genit 
insulation. See Xcel Energy Inc. Jepsen 

Northwestern Corp.l BB+/Positive/--) ^ ^ 
Credit metrics are strong for the rating as a result of steady improvement in NorthWestems financial profile. Settlements have been An ton io^B 
reached, pending regulatory approvals, in Soutfi Dakota. Nebraska, and Montana rate cases totaling about $20 million versus total requests Bettinelfi^^ 
of $48. The settlement does not significantly reduce the company's improvement since metrics were strong going into the case. A $8.6 
million FERC transmission case for which interim rates are subject to refund remains pending. For the 12 months ended Sept. 30,2007, 
adjusted FFO coverage of interest and debt stood at a weak 3.4x and 22.3%, respectively. Leverage is strong for the cunent rating at 56.4% 
adjusted debt to capital. 

NSTARlA+/Stabie/A-ll 
NSTAR's focus on low-risk transmission and distribution activities, a supportive regulatory environment and a rate plan that runs through Barbara 
2012 should continue to support the cun-ent ratings. Earnings and cash fiow measures are healthy for the rating level, with adjusted FFO Eiseman 
interest coverage greater than 5.x and adjusted FFO to total debt of about 25%. However, adjusted total debt to capital (excluding 
securitizations) of about 59% has improved, but remains high for the rating level. Over time, debt leverage should gradually decline through 
higher retained earnings. 

NSTAR Gas Co. 
See NSTAR 

A+/Stable/-
Sarbara 
Eiseman 

OGE Energy Corp.( BBB+/Stable/A-2) * 
We recently affirmed the ratings when we placed subsidiary Enogex on CreditWatch Negative. OGE will transform Enogex into a master Todd 
limited partnership, but its own credit quality and that of its utility Oklahoma Gas S Electric are unaffected despite what we see as a Shipman 
continued level of implicit support for Enogex. Adjusted credit (retries ars adequate for the OGE rating. Increasing capital expenditures 
could pressure ratings over the intermediate term, but most of these expenditures are for regulated projects that are not expected to . 
proceed without preapproval. Metrics could weaken as the spending picks up, but we don't expect them to drop to a point that threatens 
ratings stability. 

Ohio Edison Co.( BBB/Negative/-) 
See FirstEnergy Corp. Todd 

Shipman 

w Ohio Power Ca.( BBB/StableA 
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9. 
See American Electric Power Co. Inc. Todd 

Shipman 

Ohio Valley Electric Corp.( BBB/Stable/-) 
Ohio Valley operates 2,390 MW of coal-fired generation in Ohio and Indiana. The generation assets are at the lower end of the regional Gabe 
dispatch curve and are consequently valuable for many of its sponsor members, which are all rated as investment grade. OVEC is continuing Grosberg 
with its large environmental capital programs and has increased its long-term debt to fijnd the projects. The financial measures are weak 
for the rating. 

Oklahoma Gas & Electric Co. 
See OGE Energy Corp. 

BeB+/Stable/A-2) 
Todd 
Shipman 

Oncor Electric Delivery Co. LLC{ BBB/Watch Dev/-) 
The ratings on Oncorare on CreditWatch with developing implications pending the sale of a 20% interest in the company to an unaffiliateed Dimitri 
third party, per the owner's initial plan. Such a sale would enable Standard & Poor's to raise the corporate cre6\t rating to 'BBBV. In our Nikas 
assessment, we assume that the 2(3% interest sale along with the ring-fencing arrangement currently in place will provide the minority 
shareholder adequate rights to prevent material change, including bankruptcy filings of Oncor by EFH Corp. 

Orange and Rockland Utilrties Inc.f A/N8gative/A-21 
See Consolidated Edison Inc. John 

Kennedy 

Otter Tail Corp.( BBB+/Negaiive/-) 
In the near term, we are monitoring the financial performance of Otter Tail's unregulated businesses and the utility's capital spending Gerrit 
program. This includes the proposed construction of the Big Stone 11 plant, which, if building ultimately proceeds, could pressure cash flow Jepsen 
measures without positive regulatory outcomes. Currently, financial measures are adequate for the intermediate financial risk profile with 
26% adjusted FFO to debt (including pension obligations) for the 12 months ended Sept 30.2007. and 50% adjusted debt to capital. 

Pacific Gas and Elecuic Co.( BBB+/Stable/A-2) 
The May 2C07 upgrade to 'B88+' of PG&E's corporate credit rating reflects the company's strengthening financial performance following its Anne 
emergence from bankruptcy, improved regulatory support, and a narrow strategic focus that is limited to regulated utility operations. Net Selting 
income should continue to benefit from the utility's 11.35% ROE and the earnings power associated with planned rate base additions as 
the utility pursues a $14 billion five-year capital program, which is expected to increase debt leverage. FFO to debt and interest coverage 
were 26,5% and 3.9x, respectively, as of Sept 30, 2007 with leverage at about 55%. 

PacifiCorp(A-/Stable/A-l) , 
Both cash coverage of debt and leverage have improved modestly at the utility level since MidAmerican Energy Holding Co. acquired the Anne 
utility in March 2006. As of Sept. 30.2007, PacifiCorp's adjusted FFO to total debt was 17.5%. and FFO interest coverage was 3.7x Selting 
Adjusted debt to total capitalization stood at about 53.4%. (PacifiCorp's fiscal year was changed to year-ending March 31 to Dec. 31 after 
the acquisition closed,) Cash flow improvement can be attributed to the increased rate relief PacifiCorp received from the 2006 settlement 
of rate cases in all six states it serves. Leverage has benefited in 2007 from MEHC's equity infusions into PacifiCorp. which through Sept. 
30 2007 were $200 million, building on 2006 equity contributions that have helped offset the effects of PacifiCorp's borrowing for its large 
capital program. Future challenges are largely driven by its large capital program and need for new base load in a region of the U.S. that is 
increasingly opposed to coal generation. 

PECO Energy Co.( BBB+/Stable/A-2) 
On Aug. 29,2007 we affirmed PECO's rating and removed it from CreditWatch after Illinois' governor's signed into law the settlement 
agreement that will provide for $1 billion in rate relief over the next four years. The rating on PECO reflects its affiliation with Exelon's 
family of companies, of which PECO contributes about 15% to consolidated cash flows. On Sept 4,2007, Exelon announced a share 
repurchase for up to $1.25 billion. 

Gabe 
Grosberg 

Pennsylvania Electric Co.| BBB/Negative/-) 
See FirstEnergy Carp 

Pennsylvania Power Co.[ BBB/Negative/-) 
See FirstEnergy Corp 

Peoples Energy Corp.( A/Stable/-) 
See Integrys Energy Group Inc. 

Todd 
Shipman 

Todd 
Shipman 

Gabe 
Grosberg 
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Peoples Gas Light & Coke Co. (TheK A-/Stabie/A-2) 
See Integrys Energy Group Inc. Gabe 

Grosberg 

PEPCO Holdings lnc.( B8B/5table/A-2) 
Near term, we will continue to watch for stronger financial performance as distribution rate proceedings are concluded, and power cost Gerrit 
increases STQ fully phased in and previously incurred deferrals are recovered as well. The currently aggressive financial risk profile reflects Jepsen 
adequate financial measures for a company with two thirds of its cash fiows coming from regulated utility operations. 

Pinnacle West Capital Corp.( eBB-/Stabte/A-3) 
Consolidated operations consist almost wholly of utility Arizona Public Service (APS). APS's large capital program will require regular rate Anne 
cases in coming years to support growth in the Southwest. The Arizona Corporation Commission (ACCi in November delayed voting on a Selting 
proposal that would modify the utility's line extension policies by imposing hook up fees for new customers. This effort woukl help offset 
the cash outlays the company incurs serving rapid growth in Arizona. It is unclear whether the measure will be approved by the ACC but 
could provide the company with a meaningful source of cash flow. Borrowing for capital programs will nee6 to be offset with periodic 
equity injections to bolster the company's capital structure. At the same time, the completion of APS's $432 million rate case in June 2007, 
along with a stronger fuel and purchased power adjustment mechanism approved in the case, should stabilize cash flow volatility. As of 
Sept. 30,2007, consolidated funds from operations to debt and interest coverage were 18.1% and 4.1x. respectively with debt to total 
capitalization at nearly 57%. 

PNM Resources lnc.( B8B/Negaiive/A-3) 
Poor cash flows have persisted due to regulatory lag. and smaller margins at First Choice Power and wholesale electricity operations. Antonio 
PNM's joint venture with Cascade Investments Energy Co. has grown rapidly since the venture was formed earlier this year. PNM's electric Bettineili 
general rate case is pending in New Mexico and commission staff issued a punifive recommendation, increasing the uncertainty of future 
cash flows. Originally expected in January 2008, the decision is now expected in early Way. The New Mexico commission earlier this year 
approved less than half <}f Public Service Co. of New Mexico's gas-sen/ice rate hike. Currently, key financial ratios at PNM Resources are 
stretched for the rating level. For the 12 months ended Sept. 30,2007, adjusted FFO coverage of interest and debt stood at a weak 2.2x and 
10.5%. respectively. Leverage remains commensurate with current rating at 53.2% adj. debt to capital. 

Portland General Electric Co.| BBB+/Negative/A-2) 
The negative outlook, in place since early 2006, refiected our past concerns over cash flow coverage stemming from the Boardman coal 
plant outage that occurred in 2005 and stretched into 2006. These concerns have been mitigated by the Oregon commission's recent 
approval TO defer a portion of these costs, and, moreover, the company's ability to produce reasonable cash flows despite the additional 
power purchase expense that the outage entailed. Lingering credit concern exists around the recovery of return on investment in the Trojan 
nuclear power plant with the commission expected to come out with a critical ruling on the issue in eariy 2008. As of Sept 30,2007, 
trailing 12-months funds from operations to debt and interest coverage was 19.1% and 3.6x, respectively, with debt to total capitalization 
at nearly 54%. 

Anne 
Selting 

• 

Potomac Electric Power Co. 
See PEPCO Holdings Inc 

BBB/Stable/A-2) 
Gerrit 
Jepsen 

PPL Electric Utilities Corp.( A-/Stable/A-2] 
The recently authorized distribution rate increase should help bolster cash flow measures and the advanced approval to procure power for 
its provider-of-last-resort load in the post-2009 period is credit supportive. We will monitor the regularly scheduled power procurements 
when requests-for-propDsal are held semi-annually. Financial measures are adequate for the aggressive financial risk profile with hinds 
from operations to total debt of 21 % and total debt to total capital of Wo. 

Gerrit 
Jepsen 

Progress Energy lnc.( BBB+ZS tab le/A-2) 
Progress Energy continues to focus on its regulated utility operations after exiting various unregulated activities in 2006 and eariy 2007. Oimitri 
moderating business risk along the way. In addition, the company has reached a number of constructiveregulatory outcomes in both the Nikas 
Carolinas and Florida, providing further support to credit quality. The ratings reflect these improvements, but also account for Progress 
having limited headroom at the current rating level. While the disposal of the unregulated businesses took longer than expected and 
frequently changed course, these businesses are largely gone and Progress now plans to focus on regulated ufility operations, which should 
provide the company with the opportunity to demonstrate its capabilifies to continue to reach conshuctive regulatory agreements while 
dealing wrth projected capital spending to address increasing load and environmental requirements. For the 12 months ended Sept 30, 
2007, FFO/interest coverage was 3.6x, which is adequate for the rating, while FFO to total debt was about 14%. Oebt leverage continued to 
be aggressive at about 58%. 

Public Service Co. of Colorado{ SBB+/Stable/A-2} 
See Xcel Energy Inc Gerrit 

Jepsen 
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a 
Public Service Co. of New Hampshire! BBB/Stable/-
See Northeast Utilities 

Public Service Co. of New Mexicoi BBB/Negative/A-3) 
See PNM Resources (nc. 

Public Service Co. of North Carolina lnc.( A-/Negat!ve/A-2) 
See SCANA Corp. 

Public Service Co. of Oklahoma! BBB/Stable/-) 
See American Electric Power Co, Inc. 

John 
Kennedy 

Antonio 
Bettineili 

Dimitri 
Nikas 

Todd 
Shipman 

Public Service Electric & Gas Co.i BBB/Stable/A-2) 
The ratings on the regulated utility PSE&G refiect the company's affiliation with Public Service Enterprise Group's nonregulated companies. 
PSEScG's cash flow contributes about 30% of the consolidated cash flow. On June 22,2007, we revised the outlook to stable from negative 
because of meaningful improvement to the consolidated financial measures. For the 12 months ending Sept. 30.2007. adjusted FFO to debt 
was 20% and FFO interest coverage was 5.1 x. The company expects to retire additional debt in the first half of 2008 using available excess 
cash. 

Gabe 
Grosberg 

Puget Energy Inc.( BBB-/Watch Neg/~) 
Puget Energy's request to increase average electric rates by 9.5% and natural gas rates by 5.31% effective Nov. 1,2008. would support Antonio 
credit quality, if approved, by allowing the utility to cover new investments and cost increases. The company also completed its planned Bettineili 
private equity placement of about $300 million with Macquarie Infiastructure. Although this transaction will temporarily strengthen the 
balance sheet Puget's consolidated credit measures post-transaction will be stretched. Regulatory support continues to be a decisive credit 
factor as Puget continues through a period of high capital expenditures. The company has several projects on the horizon, expected to 
exceed $2 billion over the next three years. The CreditWatch lisfing reflects the possibility that debt ratings for Puget Energy could be 
lowered dependent on the final outcome of regulatory approval proceedings. Adjusted FFO interest coverage and FFO to lota! debt for the 
12 months ending Sept 30,20Q7, stood at 3.5x and 17.6%, respectively. Leverage remains weak for the rating at 61.5% adjusted debt to 
capital. 

Puget Sound Energy lnc.( BBB/Watch Neg/A-3) 
See Puget Energy Inc. 

Rochester Gas & Electric Corp.( SBB+/Negative/A-2) 
See Energy East Corp. 

Rockland Electric Ca.( A/Negative/--) 
See Consolidated Edison Inc. 

Antonio 
Bettineili 

John 
Kennedy 

John 
Kennedy 

SCANA Corp.! A-/Negative/-) 
Standard & Poor's revised the outlook to negative to reflect the company's increasingly aggressive financiaf profile characterized by high 
debt leverage and expectations of a higher-than-expected capital spending program that will necessitate external financing. Although the 
recent rate case approval at SCE&G provides for an increase in electric revenues of about $76.3 million, * a credit metrics may still remain 
under pressure mainly due to increased capital spending-requirements. SCANA's credit profile continues to benefit from an attractive 
service territory, and a generally constructive regulatory environment including recently enacted legislation that allows cost recovery for 
new base load generation. For the 12 months ended Sept 30.2007, debt as a percentage of total capitalization was high fnt the rating at 
about 57%, and FFO/debt was somewhat weak at about 17%. FFO interest coverage, however, was satisfactory at about 3.6x. 

Oimitri 
Nikas 

Sierra Pacific Power Co.( BBVPositive/-
See Sierra Pacific Resources Antonio 

Bettineili 

Sierra Pacific Resaurces( BB-/pQsitive/B-2) 
To mitigate permitting delays at the company's proposed 2.500 MW coal-fired Ely Energy Center (EEC) in eastern Nevada. Nevada Power Antonio 
plans to build a 500 MW natural gas-fired combined-cycle plant Although this will allow the company to reduce its short power position. Bettineili 
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its high concentratian in gas-based power would not be meaningfully reduced unless EEC moves ahead. Senate Majority Leader Reid 
continues to staunchly oppose new coal generation and has publicly criticized the project However, regulatory support at the state level 
continues for fast growing Nevada Power and Sierra Pacific Power. The latest filing requests a 12.7% rate increase to pay for infrastructure 
investments at Sierra Pacific Power. Prospects for future upgrades will be challenged by the substantial capital expenditures at the utilities 
that will limit the ability to pay down debt. For the 12 months ended Sept. 30,2007, adjusted FFO coverage of interest and debt stood at 
2.9x and 13.5%, respectively. Debt leverage remains high at 64.2% adjusted debt to capital. 

South Carolina Electric & Gas Co.( A-/Stable/A-2t 
See SCANA Corp. Oimitri 

Nikas 

Southern California Edison Co. 
See Edison Internafional 

BBB+/Stahle/A-2) 
Anne 
Selting 

Southern Co.( A/Stable/A-1) 
Southern's credit profile continues to benefit from constructive regulatory framework, strong operations, and serv'm territories with Oimitri 
growing customer bases and attractive demographics. Adjusted FFO to interest coverage was adequate at 4.3x for the 12 months ended Nikas 
Sept. 30,2007, while FFO to total debt and debt to capital were relatively weak at about 19.4% and 56.2%, respectively. Georgia Power, 
Southern's largest subsidiary, reached a proposed settlement agreement that provides for a $99.7 million base rate increase and a $222 
million environmental compliance costrecovery tariff for three years. The company expects the Georgia Public Service Commission to 
respond by the end of 2007. 

Southern Connecticut Gas Co.{ BBB+/Negative/-) 
See Energy East Corp. 

Southern Electric Generating Co.( A/Stable/A-1) 
See Southern Co. 

Southwestern Electric Power Co.( BBB/Stable/--) 
See American Electric Power Co. Inc . 

Southwestern Public Service Co.( BBB+/Stable/A-2) 
See Xcel Energy Inc. 

System Energy Resources lnc.( BBB/Watch Dev/-) 
See Entergy Corp. 

Tampa Electric Co.[ BBB7Stable/A-3) 
See TECO Energy Inc. 

John 
Kennedy 

Dimitri 
Nikas 

Todd 
Shipman 

Gerrit 
Jepsen 

Dimitri 
Nikas 

Todd 
Shipman 

TECO Energy IncJ BBB/Stable/ -) 
We recently raised the ratings on TECO Energy Inc. and revised the ouflook to stable. TECO has sold substantially all its merchant power 
assets and is focused on its core regulated business. The December 2D07 sale of TECO Transport sharpened that trend and led to die 
restoration of the parent's investmentgrade corporate credit radng. Utility subsidiaiy Tampa Electric is concentrating on meeting die strong 
demand growth of its market. The company used cash to~pay off sizable 2007 maturities, (iash flow has improved with the collection of the 
past under recovered fuel surcharge. Smaller amounts of lingering debt incurred to pursue the old merchant strategy continue to drag on 
financial measures and credit quality, but debt expected to continue to diminish over time. 

Texas-New Mexico Power Co.( BBB/Negative/--} 
See PNM Resources Inc. 

Todd 
Shipman 

Antonio 
Bettineili 

Toledo Edison Co.( BBB/Negatlve/-
See FirstEnergy Corp. Todd 

Shipman 
• 
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Tucson Electric Power Co.( BB/Stable/B-2) 
Strong cash flows are an important credit attribute of this highly leveraged company, with parent UniSource expecting to hind rising capital Anne 
expenditures internally and slowly work toward paying down Tucson Electric Power Co. (TEP) debt and capital lease balances. The largest Selting 
near-term credit factor will be the outcome of what rates TEP will be permitted to charge at the end of its rate freeze on Dec. 31,2008. In 
July 2007, TEP filed three alternative proposals, a traditional cost-of-service case, a market-based rate plan, and a hybrid that would 
include a fuel and purchased-power adjuster. The company expects the Arizona Corporation Commission (ACC) to aile on these proposals at 
the end of 2008. Until then, the ACC agreed in April to continue to allow TEP to collect its competitive transition charge. UNS Electric and 
UNS Gas also have rate proceedings before the ACC which are expected to be resolved in 2007. Consolidated FFO to total debt was 17% 
and interest coverage was 3.3x respectively as of Sept. 30,2007 with leverage at 73% of total capitalization. 

Union Electric Co. d/b/a AmerenUEl B8B-/Stable/A-3) 
See Ameren Corp. 

Virginia Electric & Power Co.[ B68/PQS!tive/A-2) 
See Dominion Resources Inc. 

West Penn Power Co.( BBB/Stable/--) 
See Allegheny Energy inc. 

Barbara 
Eiseman 

Todd 
Shipman 

Gerrit 
Jepsen 

Westar Energy lnc.{ BBB-/Stable/~) 
Although Westar's financial condition is expected to slip somewhat during its heavy construction cycle, various regulatory mechanisms that Barbara 
allow for timely cost recovetv. a settlement with the Kansas Corporation Commission in the company's predetermination fifing for the Eiseman 
Emporia Energy Center, and expectations of conservative funding of expenditure requirements should prevent any ratings deterioration. In 
mid-November, the company sold about $200 million of common stock, bringing its total common equity issuance to about $300 million in 
2007. The proceeds were used to repay short-term debt, fund construction outlays, and for general corporate purposes. 

Western Massachusetts Electric Co.( BBB/Stable/-) 
See Northeast Utilities John • 

Kennedy 

Wisconsin Electric Power Co4 AVStabie/A-2) 
See Wisconsin Energy Corp. Gerrit 

Jepsen 

Wisconsin Energy Corp.! B8B+/S tab le/A-2) 
In the near term, we are monitoring the Wisconsin Energy's pending Wisconsin rate case that may also incorporate die company's use of Gemt 
proceeds from the recently completed Point Beach nuclear plant sale. During the large constniction program, Wisconsin Energy's financial Jepsen 
measures have continued to remain relatively stable, and have improved slightly with incremental rate recovery. Sustaining this 
improvement will depend on constructive rate treatment and prudent execution of the capital spending program. Although we expect both 
to occur, there remains uncertainty surrounding the ultimate costs related to the Oak Creek coal units being built. 

Wisconsin Gas LLC( AVStable/A-2) 
See Wisconsin Energy Corp. 

Wisconsin Power & Light Co.( A-/Stable/A-2) 
See Alliant Energy Corp. 

Wisconsin Public Service Corp.( A/Stabie/A-2] 
See integrys Energy Group Inc. 

Gerrit 
Jepsen 

Gerrit 
Jepsen 

Gabe 
Grosberg 

Xcel Energy lnc.( BBBr/Stable/A-2) 
We are monitoring the various regulatory proceedings of Xcel Energy's utilities for ongoing constructive regulation for their construction Gerrit 
programs and rate recover/ of capital and operating costs. The financial risk profile, which we consider aggressive, has cash flow measures Jepsen 
adequate for the rating. The adjusted 12-month FFO interest coverage was 3.6x, FFO to total debt was about ^B%. and total debt to total 
capital was 61%. 

Yankee Gas Services Ca.( BBB/Stable/--) 
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See Northeast Utilities John 
Kennedy 

•Ratings are as of Dec. 19,2007. 

Recent Rating Activity 
Table 2 

RecentRitfng^Qatlaoli /CledttWafcA Actions: 

Issuer To From Date Reason 

Ameren Corp. -/SEable/A-3 BBB-/Watch Neg/A-3 Aug. The rating affirmations reflect a new law in Illinois that 
29, enacts a multiparty agreement whereby Commonwealth 
2007 Edison, the Ameren Illinois utilities, and certain unregulated 

electric generators will provide $1 billion in rate relief over 
four years to the state's electric customers. The positive 
outlook on the Illinois utilities reflects a concession package 
that is cleariy a more positive credit outcome than the 
alternative of an electric rate freeze and rollback of rates to 
2006 levels. 

Central Illinois Light BB/Positive/-
Co. 

Central Illinois Public BB/Positive/-
Service Co, 

CILCORP Inc. BB/Positive/-

BB/Watch Neg/-

BB/Watch Neg/" 

BB/Watch Neg/-

Aug. 
29. 
2007 

Aug, 
29, 
2007 

Aug. 
29. 
2007 

See Ameren Corp. 

See Ameren Corp. 

See Ameren Corp. 

Cleco Corp. BBB/Stable/- BBB/Negative/-- Dec. The outlook revision reflects Cleco's efforts to preserve its 
11, credit profile while building the Rodemacher Unit 3,600 MW 
2007 generation facility through a timely and on-budget schedule, 

a generally constructive regulatory framework that provides 
for recovei> of 75% of AFUDC in cunent rates, and plans to 
file for a new rate case at the end of 2008 to incofpprate the 
new plant into rate base. 

Cleco Power LLC 

Cleveland Electric 
Illuminating Co. 

BBB/Stable/-

BBB/Negative/-

BBB/Negative/-

BBB/Stable/-

Oec. See Cleco Corp. 

n, 
2007 
Oct. 18. See FirstEnergy Corp. 
2007 

Commonwealth 
Edison Co. 

BB/Positive/B BB/Watch Neg/B Aug. 
29, 
2007 

The rating affirmations reflect a new law in Illinois that 
enacts a multiparty agreement whereby Commonwealth 
Edison, the Ameren Illinois utilities, and certain unregulated 
electric generators will provide $1 billion in rate relief over 
four years to the state's electric customers. The positive 
outlook on the Illinois utilities reflects a concession package 
that is cleariy a more positive credit outcome than the 
alternative of an electric rate freeze and rollback of rates to 
2006 levels. 

Entergy Ari<ansas BBB/Watch Dev/-
Inc. 

8B8/Stab/e/- Hov. 5, See Entergy Corp. 
2Q07 

Entergy Corp. BBB/Watch Dev/-- BBB/Stable/- Nov. 5, The rating action followed the company's announcement 
2007 that it plans to recapitalize its merchant nuclear generation 

assets dirough the issuance of about $4.5 billion of debt and 
spin off the assets through a tax-free transaction. The 
CreditWatch listing reflects the potential for higher or lower 
ratings on Entergy depending on the amount and use of any 
proceeds from the proposed spin-off and uncertainty 
regarding Entergy's financial risk profile and debt leverage 
after the transaction. n 
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m, Ie2 

Receni Ratin9/(Mtfo<^E^df^^ Actions*(cantf 
Entergy Gulf States B8B/Warch Dev/- B8B/Stable/~ 
Inc. 

Nov. 5, 
2007 

See Entergy Corp. 

Entergy Louisiana 
LLC 

Entergy Mississippi 
Inc. 

Entergy New Orleans 
Inc. 

FirstEnergy Corp. 

Illinois Power Co, 

Indianapolis Power 
Slight Co. 

BBB/Watch Dev/-

BBB/Watch Dev/- . 

BBB /̂Watch Dev/-

SBB/Negative/" 

BB/Positive/-

eevStable/-

BBB/Stable/" 

BBB/Stable/-

BB8-/Stable/" 

BBB/Stable/-

BB/WatchNeg/" 

BB+ZPositive/-

Nov. 5. 
2007 

Nov. 5, 
2007 

Nov. 5, 
2007 

Oct. 18, 
2007 

Aug. 
29, 
2007 

Sept. 
26, 
200? 

See Entergy Corp. 

See Entergy Corp. 

See Entergy Corp. 

We revised the outlook because of the company's aggressive 
efforts to expose its generating assets in Ohio and 
Pennsylvania to market commodity risk. 

See Ameren Corp. 

See IPALCO Enterprises Inc. 

Integrys Energy A-/Stable/A-2 
Group Inc. 

A-/Negative/A-2 Nov. The revised outlook reflects Integrys' progress to improve its 
13, financial and business profiles since its one-notch 
2007 downgrade on Feb. 21,2007. These include: The sale of its 

E&P business, the reduction of short-term debt, the initial 
progress on die integration of its merger widi Peoples Gas, 

. the overall improved financial performance, the filing of 
rates cases in Illinois, and the reduction of its debt to total 
capital ratio to below 50%. 

IPALCO Enterprises BB+/Stable/-
Inc. 

BB+/PQSiTive/- Sept. The rating action can be traced to a revision in IPALCO's 
25. business risk profile to satisfactory from strong to reflect our 
2007 view that parent AES Corp., which we characterize as having 

an aggressive hnancial policy, may rely more heavily on its 
subsidiaries to support its expansion activities. 

Jersey Central 
Power & Light Co. 

Metropolitan Edison 
Co. 

North Shore Gas Co. 

Northern States 
Power Co. 

Northern States 
Power Wisconsin 

B8B/Negative/-

BBB/Negative/-

A-/Stable/" 

BBB+/Stable/A-2 

AVStabie/-

BBB/StabieA-

BBB/Stable/-

A-/Negative/-

BBB/Stable/A-2 

BBB+/Stable/-

Oct-18, 
200? 

Oct. 18, 
2007 

Nov. 
13. 
2007 

Oct. 16, 
2007 

Oa 16, 
2007 

See FirstEnergy Corp. 

See FirstEnergy Corp. 

See Integrys Energy Group Inc. 

See Xcel Energy Inc. 

See Xcel Energy Inc. 

Northwestern Corp. BBVPositive/- BBVStable/- Sept. The outlook revision reflects the steady improvement in the 
21. company's financial profile. This, coupled with a renewed 
2007 focus on regulated utility operations after the terniination by 

Babcock & Brawn Infrastructure Ltd. of its $2.2 billion 
acquisition of NorthWestem and expectations of future 
favorable regulatory orders, could lead to the company's 
ratings being raised in the next 12 to 18 months. 

Ohio Edison Co. BBB/Negative/A-2 BBB/Stable/A-2 Oct. IB. 
2007 

See FirstEnergy Corp. 

[%̂  
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Table 2 

Re centlBttg^Qiitfitoi^C^dl^^ 
Oncor Electric eBB-/Watch OevA- BBB-ZWatch Neg/- Oct. 9, 
Delivery Co, LLC 2007 

The rating on TXU is further-negatively affected by the 
planned ring-fencing and legal provisions that the sponsors 
intend to stnicture around Oncor Electric Oefivery (io. LLC, 
the company's regulated transmission and distribution 
subsidiary. We affirmed Oncor's rating at 'BBS-', but is also 
placed on CreditWatch with developing implications to 
reflect these intentions. All ratings for the TXU companies 
are subject to receipt and review of final transaction 
documentation and legal opinions. 

Otter Tail Corp. BBB/Negative/- BBB+/Stable/- Sept. On Sept. 13.2007, we revised the outlook on Otter.Tail to 
13, negative from stable to reflect continued growth of 
2007 nonregulated businesses and the large capital spending 

program by Otter Tail Power Co., the company's electric 
utility division. 

PECO Energy Co. 8BB+/Stable/A-2 BBB-f/Watch Neg/A-2 Aug. The rating affirmations reflect a new law in Illinois that 
29, enacts a multiparty agreement whereby Commonwealth 
2007 Edison, the Ameren Illinois utilities, and certain unregulated 

electric generators will provide $1 billion in rate relief over 
four years to the state's electric customers. The positive 
outlook on the Illinois utilities reflects a concession package 
that is clearly a more positive credit outcome than the 
alternative of an electric rate freeze and rollback of rates to 
2006 levels. 

Pennsylvania Electric 
Co. 

Pennsylvania Power 
Co. 

Peoples Energy Corp. 

Peoples Gas Light & 
Coke Co. (The) 

Public Service Co. of 
Colorado 

Public Service Co. of 
North Carolina Inc. 

BBB/Negative/~ 

BBB/Negative/" 

AVStable/-

AVStabfe/A-2 

SBB+/Stable/A-2 

A-/Negative/A-2 

BBB/Stable/-

BBB/Stable/-

A-/Negalive/A-2 

A-/Negative/A-2 

8BB/Stable/A-2 

A-/Stable/A-2 

Oct. 18. 
2007 

Oa 13. 
2Q07 

Nov. 
13. 
2007 

Nov. 
13, 
2007 

Oct. 16, 
2007 

Oct. 8, 
2007 

See FirstEnergy Corp. 

See FirstEnergy Corp. 

See Integrys Energy Group Inc. 

See Integrys Energy Group Inc. 

See Xcel Energy Inc. 

See SCANA Corp. 

Puget Energy Inc. BB8-/Watch Neg/- 88B-/Stable/- Oct. 26, The CreditWatch listing reflects the possibility that debt 
2007 ratings for Puget Energy could he lowered depending on the 

final outcome of regulatory approval proceedings. 
Importantly, the company's credit profile has been improving, 
which provides financing flexibility to accommodate the 
proposed capital structure at the current rating )evel 

• 

Puget Sound Energy BBB-/Watch Neg/A-3 
Inc. 

B6B-/Stable/A-3 Oct. 26, 
2007 

See Puget Energy Inc. 

SCANA Corp. A-/Negative/- A-/Stable/- Oct. 8, We revised the outlook to negative from stable to reflect the 
200? company's weaker financial prohle, which is characterized 

by high debt leverage and expectations of 
higher-than-expected capital spending program to address 
environmental compliance, new generation, and customer 
growth needs. This capital spending is likely to necessitate 
external debt financing, which will further pressure SCANA's 
relatively weak consolidated financial profile. 

South Carolina 
Electric & Gas Co. 

A-/Negative/A-2 A-/Stable/A-2 Oct. 3, 
2007 

See SCANA Corp. 

Southwestern Public BBB+/Stable/A-2 
Service Co. 

BBB/Stable/A-2 0a l6 , 
2007 

See Xcel Energy Inc. 

• 
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[imiBhiez 
fr€tientfl^tfncji(autfaoK^@^ 
System Energy 
Resources Inc. 

BBB/Watch Dev/- BBB/Stable/- Nov. 5, 
2007 

See Entergy Corp. 

i 

TECO Energy Inc. -/Stable/- BB/Positlve/B-1 Nov, The impending sale of TECQ's marine transportation 
20; business, TECO Transport, will allow the company to 
2007 accelerate a debt-reduction plan that will restore its balance 

sheet to an investment-grade level. Shedding TECO 
Transport and deemphasizing the unregulated coal 
operations in 2008 as synthetic coal production ceases will 
bring TECO back to a utility-focused business strategy that 
also bolsters credit quality. 

Toledo Edison Co. 

Union Electric Co. 
d/b/a AmerenUE 

Wisconsin Electric 
Power Co. 

8BB/Negat(ve/~ 

eBB-/Srab)E/A-3 

A-/Stable/A-2 

BBB/Stable/~ 

BBB-/Watch Neg/A-3 

A-/Negative/A-2 

Oct. 18, 
200? 

Aug. 
29, 
2007 

July 
31. 
2007 

See FirstEnergy Corp. 

See Ameren Corp. 

See Wisconsin Energy Corp. 

Wisconsin Energy BBB+/Stabie/A-2 
Corp. 

BBB-i-/Negative/A-2 July The outlook on Wisconsin Energy is stable because we 
31. expect the company's hnancial position to strengthen in the 
2007 intermediate term as construction projects are completed 

and cash flow improves due to higher internally generated 
cash flow. We also expect the company's large 
capital-expenditure program, including the W.E. Pow®' 
construction, to be completed without any material 
problems. 

(A Wisconsin Gas LLC A-/Stable/A-2 A-/Negative/A-2 July 
31. 
2007 

See Wisconsin Energy Corp. 

Wisconsin Public A/Stabie/A-2 
Service Corp. 

A/Negative/A-2 Nov. 
13, 
2007 

See Integrys Energy Group Inc. 

Xcel Energy Inc. BBB+/Stable/A-2 BBB/Stable/A-2 Oct. 16, The upgrade reflects Keel's strengthening business ixofile, 
2007 exhibited by supportive regulation, particularly in Colorado, 

Minnesota, and Wisconsin where the company gets more 
than 90% of consolidated operating cash flow. Supportive 
regulation includes rate riders, cost recovery trackers, 
forecast test periods, and the ability to earn a cash return on 
construction work in progress. 

'Dates represent The period from July 19,2007 to Dec. 19,2007 covered by this report card. 
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Table 3 
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Article title Published date 

U.S. Utiiiries Ratings Analysis Now Portrayed In The S&P Corporate Ratings Matrix Nov. 30.2007 

Credit FAQ; Prospects For Integrys Energy Group Following Its Merger Nov. 28,2007 

Credit FAQ: Implications Of Entergy Corp.'s Spin-Off Of Its Merchant Nuclear Generation Fleet Nov. 14,2007 

Credit FAQ: Electric Utilities Could Face Regulatory Uncertainty In Ohio And Pennsylvania Oct. 25,2007 

State Legislation Aims To Assist Companies In Building New/ Nuclear Plants In U.S. Sept. 17,2007 

Changes To Collateral Coverage Requirements For *1+' Recovery Ratings On U.S. Utility First iVtortgage Bonds Sept. 6.20O7 
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John W. Whitlock, Managing Director 

Todd Shipman, CFA, Director 

Barbara Eiseman. Director 

John Kennedy, Director 

Dimitri Nikas, Director 

Anne Selting, Director 

Gerrit Jepsen, Associate Director 

Gabe Grosberg, Associate 

Antonio Bettineili, Associate 

Location 

New York 

New York 

New York 

New York 

New York 

San Francisco 

New York 

New York 
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Phone E-mail 
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Article - WSJxom Page 1 of 1 

OCTOBER 28, 2008, 11:04 A.M. ET 

Moody's:Challenges Grow For Merchant 
Power,But Outlook Stable 
NEW YORK (Dow Jones)-Power companies that sell electricity at market prices face growing 
challenges, including fewer trading partners, reduced electricity demand and continued volatility 
in commodity prices, Moody's Investor Services said Tuesday. 

Moody's kept the outlook for the merchant power sector at stable, but sees the credit crisis and 
a slowing economy increasing risks for the industry. It retained the stable outlook because of the 
near-term prospect for earnings and favorable liquidity profiles for most of the companies in the 
sector. 

Going forward, power generators in deregulated markets will have fewer banks and other 
intermediaries to reduce the risk of changing power prices and power plant fuel costs. 

"We believe that the aggregate amount of capital currently dedicated to the commodities trading 
business has declined and will continue a downward trend over the intermediate term," Moody's 
said. "Specifically, we believe that the capital to support this portion of the merchant power 
business, which is often substantial, is likely to continue to be constrained." 

At the same time, coal-fired and nuclear plants could face thinner margins because of falling 
natural gas prices, which often set prices in wholesale electricity markets. The total amount of 
power sold is likely to suffer because of a possible global recession, the report said. 

Investment grade companies that own merchant generation include Exelon Corp. (EXC), 
Entergy Corp. (ETR) and FPL Group Inc. (FPL), while non-investment grade companies include 
AES Corp. (AES), Mirant Corp. (MIR) and NRG Energy Inc. (NRG). 

-By Mark Peters, Dow Jones Newswires; 201-938-4604; mark.peters@dowjones.com 

http://onlme.wsjxom/article/BT-CO-20081028-711483.html 10/29/2008 
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