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BEFORE THE

PUBLIC UTILITY COMMISSION OF OHIO

In The Matter Of The Application Of Ohio Edison :

Company, The Cleveland Electric lluminating :  Case Nos. 08-935-EL-S80
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

BRIEF OF OHIO ENERGY GROUP

ON SHORT TERM ESP

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

L 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 three-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
Indusiries.



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-shopping consumers for the short-term

period January 1, 2009 through April 30, 2009,

1. The Commission may accept the Severable Short Term ESP SSQ 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 oftered by FES would result in rate increases on average of’

Qhio 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

? First Energy Solutions Corp., Docket No. ER06-117-000 October 17, 2006 Settlement Agreement, 117 FERC 161,278
(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 Term 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 in

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 First Energy load), and a small increase for

the CFEI 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 expire, 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 Utilities’ Short Term ESP offer.



This process would result in relatively stable prices from month to month. The monthly MISO true-up
is similar to a fiel 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 pricing) compared to the FES offer is estimated to be $418.6 million.

3. The final scenario is a generation rate freeze 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 during a four-month period, 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 freeze/status quo option should be
offered to FES as a compromise alternative. The generation rate freeze 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 S5O 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.



II.  DISCUSSION

1. The FES Short Term ESP Offer Guarantees Rate Increases To Non-Shoppers Of 15%-
36%, Would Place A Non-Bypassable $10/mWh Burdemn 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-shopping consumers 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 being deferred with interest for later recovery.’ Except as otherwise
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

¢) recovery from shoppers of a non-bypassable Minimum Defaunlt 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 cannot exceed $53.62/mWh in 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:

8 Application at p. 35.

7 Application at p. 37.

¥ Application at pp. 36-37.
* Application at p. 15.

1% Application at p. 21.

I 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 in 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 the FES facilities was $35.39/mWh. In 2007, FES reported net income of $528.9

million. This resulted in a 2007 return on common equity for FES of approximately 24%.1*

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 CEL"® 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 “capfive” since they retain the right to shop competitively for

generation; and 2) the PUCO is “fully empowered to protect the interests of Ohio’'s retail customers. nH

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 limit shopping in an MRO. Second, the non-bypassable $10/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.

12 Attachment 1.
3 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 in 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 without a deferral.

Tabie 1
Ohio Edison Company
Proposed Short-term ESP Increases
No Generation Cost Deferral
Present Proposed Percent
Revenue Increase/(Decrease)  Increase
Residential Service $1,050,950,746 $119,295,249 11.4%
General Service - Secondary $742,018,527 $90,407,752 12.2%
General Service - Primary $274,619,326 $46,357,779 16.9%
General Service - Subtransmission $71,549,620 $15,670,323 21.9%
General Service - Transmission $324,456,963 $115425171 35.6%
Private Outdoor Lighting Service $6,881,189 $553,280 3.0%
Street Lighting Service $10,879,288 32,541,948 234%
Traffic Lighting Service $1,294,903 $388,852 30.0%
Total Company $2.482,650,560 $390,840,354 15.7%

Sowres: Hussing Schedule 1a.



Table 2
The Toledo Edison Company
Proposed Short-term ESP Increases
Mo Generation Cost Deferral

Present Proposed Percent

Revenue Increase/(Decrease)  Increase
Residential Service $200,090,704 $41,983.659 14.5%
General Service - Secondary $279,379,142 $3,661,012 1.3%
General Service - Primary $112,735,395 ($350,278) -0.3%
General Service - Subtransmission $9.,014,762 {$352.361) -3.9%
General Service - Transmission $239,113,335 $125,170,341 $2.3%
Private Outdoor Lighting Service $1,835,222 $412,163 22.5%
Street Lighting Service $7.062,145 $643,956 9.1%
Traffic Lighting Service $8%2,072 (3146,049) -16.6%
Total Company $940,112,777 $171,024.443 18.2%

Source: Hussing Schedule 1a,
Table 3
The Cleveland Electric [lluminating Company
Proposed Short-term ESP Increases
No Generation Cost Deferral, Includes Current RTC Level in Proposed

Present Proposed Percent

Revenue Increase/(Decrease Increase
Residential Service $642,960,054 $193,264,797 30.1%
General Service - Secondary $813,867,408 $313,216,424 38.5%
General Service - Primary $30,272,861 $12,715,039 42.0%
General Service - Subtransmission $262,511,781 $116,826,331 44.5%
General Service - Transmission $45,793,241 $21,971,988 48 0%
Private Outdoor Lighting Service $10,431,394 $3,398,767 32.6%
Street Lighting Service $17.993,022 $5,618,971 31.2%
Traffic Lighting Service $1,400,081 $592,732 42.3%
CEI Contracts 5101,559,051 $38,607.410 38.0%
Total Company £1,926,788,893 $706,212,459 36.7% .

Source: Eusaing Schadule 1a.

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

higher than for the other two Utilities because of RTC. The RTCs for Ohio Edison and Toledo Edison



expire at the end of 2008. But the RTCs for CEI continue 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 currently 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 beginming in January 2009,

ok

Ard, given the magnitude of the Ohio Regulated Ultilities' 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 liguidity and depth of the
markets would suffer.

ok ok

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 PUCQ has the ability to
protect Ohio retail customers against affiliate abuse. "1

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 through a Form 8-K filing. On October 8, 2008 FirstEnergy 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 filings about liquidity underscore the

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

Well before the recent credit market turmoil 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 Chio and Pennsylvania to
market commodity risk.” “Committing to a markei-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%

17 Attachment 3.
18 Attachment 4.
¥ Attachment 3.
2 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 required 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 in his updated testimony. Table 2 to his updated
testimony is reproduced below. Mr. Baron used the same methodology as the Utilities” withesses 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 wholesale
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% decline in three months.

2! As described in Mr, Graves’s testimony, the market rate was developed using an average of Cinergy Hub and PIM West
prices.

11



Table 4
Average of Cinergy Hub and PFM West Forward Prices
Month July 15, 2008 | Sept. 19, 2008 | Oct 10. 2008

Tan-09 366,491,657 301,744,112 265,706,909
Feb-0% 322,780,327 265,802,942 233,954,477
Mar-09 279,537,902 | 239,778,174 | 213,283,427
Apr-09 282,923,809 244,497,973 214,979,554
Jan-Apt Ave. 1,254,733,695 | 1,051,823,202 | 927,924,366
Capacity Cost Rate ($/mW/day) 69.17 69.17 69.17
Peak Load + Reserves 13,327 13,327 13,327
Capacity Cost (@ 120 Days} $110,619,431]  $110,619,431|  $110,619,431
Total Cost $1,362,353,125 $1,162,442,633] $1,038,543,797
MWH Sales 18,794,716 18,794,716 18,794,716
$/mWh $72.49 §61.35 $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 in

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

tariff or contract as they expire.

4928.141(A).

22 Baron Direct Testimony at pp. 12-13,

12
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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 months.* 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 change 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 administered 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 procure the defauited power in MISQ administered markets ot

23 Eo
24 ld_-
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prevailing FirstEnergy zonal spot prices.”® The Utilities further testified in the MRO case that if a
supplier defaulted the Utilities could engage 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 fo 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 include

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

Present Proposed Percent

Revenue Increase/(Decrease)  Increase
Residential Service $1,050,950,746 ($102,398,622) -9.7%
Gengeral Service - Secondary $742,018,527 ($103,226,391) -13.9%
General Service - Primary $274,619,326 ($44,027,333) -16.0%
General Service - Subtransmission $71,549,620 ($12,500,394) -17.5%
General Service - Transmission $324,456,963 (565,507,720} -20.2%
Private Qutdoor Lighting Service $10,879,288 {5667.448) -6.1%
Street Lighting Service $1,294,503 ($377.451) -29.1%
Traffic Lighting Service $6,881,189 ($747.243) -10.9%
Total Company $2,482,650,560 ($329,452,601) -13.3%

# Case No. 08-936 Direct Testimony of Kevin Warvell at p.14.
®Id at15.
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Table 6
The Toledo Edison Company
Impact of OEG Proposed Short-term ESP

No Distribution Rate Change, Generation at $53.26 per mWh

Present Proposed Percent

Revenue Increase/(Decrease Increase
Residential Service $290,090,704 ($32,158,707) -11.1%
General Service - Secondary $279,379,142 ($50,544,178) -18.1%
General Service - Primary $112,735,395 {$24,648,727) -21.9%
General Service - Subtransmission $9,014,762 ($1,687,204) -18.7%
General Service - Transmission $239,113,335 ($19,590,921) -3.2%
Private Outdoor Lighting Setvice $7,062,145 $371,675 5.3%
Street Lighting Service £882,072 $57,736 6.5%
Traffic Lighting Service $1,835,222 $84,136 4.6%
Total Company $940,112,777 ($123,116,191) -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 Proposed Percent

Revenue Increase/(Decrease)  Increase
Residential Service $642,960,054 $25,751,073 4.0%
General Service - Secondary $813,867.408 $£33,944,791 42%
General Service - Primary $30,272,861 $1,543,087 5.1%
General Service - Subtransmission $262,511,781 $14,526,127 5.5%
General Service - Transmission $45,793,241 $3,329,978 7.3%
Private Outdoor Lighting Service $17.993,022 $588.003 3.3%
Street Lighting Service $1,400,081 $132,468 9.5%
Traffic Lighting Service 510,431,394 $295,439 2.8%
CEI Contracts $101,559,051 30 0.0%
Total Company $1,926,788,893 $80,110,966 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.
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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 trading in the $7/mmBtu 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 Cinergy 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 existing 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 CEl
$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 CEL. 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

47 Attachment 7.
% g

# Attachment §.
3 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 additiopal revenue to the Utilities over the four month
period. Staff’s 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
Cincinnati, Ohio 45202

Ph: 513.421.2255 Fax: 513.421.2764
E-Mail: dboechm@BKLIlawfirm.com
mkurtz@BKI fawfirm.com

COUNSEL FOR THE OHIO ENERGY GROUP
October 30, 2008
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Adjusted Cash Flow Coverage NA© NA 5.47 3.49 NA
Recyrring EBTTDA/ Adjustad Interest & Prafarred R 582 B.02 ; .07
Earnings/ Fixed Chargas . HAT NAC 4,43 557 - NA
Adjusted Operating Cash Flow/ Capital Expenditures (%o} NA MA 144.89 35.36 : NA
Per Share Information ($)

Commen Shares Qutstanding (actual) : NA NA NA NA NA
Avg Diluted Shares Dut (actust) . NAL  NA! NA NA NA
Book Value par Shara ©OMAY NA NA NA NA
Tangible Book Vaiud per Shars TR T NA NA NA
Commen Dividends Kedlarag MA A NA NA NA
Basic EPS after Extra NA A NA N NA
Biluted EPS aftar Extracrdinary NA - NA . NA NA A
ERS Growth after Extra (%) NA. NA. NA  NA MA

Site content and design Copyright @ 2008, SNL Finandal LC
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Welcome Mirhae! L. Xtz (Terms) R g et (888) 173-283% My Prafasences My A t Knowledge Base Log Out
SN Li @581 Excel Add-1n) P o . s

Hipe R

| #uitc » custom Rapor: ] FirstEnergy Solutions Corporation Dot have 2 portfolio? Create onal
Select Ticker-Exchange Balance Sheet i & a ﬁ a
Advarcad Sapeh Native Currency: U.S, dollan{UsSD) Current Currency: U.S, dollar{USD) Modify Currenicy O

Profils } Modify Perleds ‘ . e ... Miow Dafinhtions
Corporate Frofile : o -2004Y 2005Y 2006Y 2007V :O0S/08LTM
Corporate Structure Period Ended U T D T RA T NA L 12/30/2006 © 127312007 | 06/30/2008
Officers Pariod Rastated? MA NA No NO Mo
Executhve Compensation e o M e e e

@ Peer Analysls

= Current Assats {4000}

% QAAP Financizls [ Cash and Cash Equivalants na WA, 2, 2i 2
Financial Highlights Gress Trade Accounts Recelvable NA : NAT 1L7B10  L4ms . 125236
Balance Shast Trace Accounts Recelvable Allowanca Powa Al 7,938 8,072 7,378
","E:""::::‘::;’:’h Met Custorer and Trade Accounts Recelvable NAG  NAT 103,843 106,846 0 117,858
Cash Fow Analysis Other Accounts Receivable © NAI NA. 992,536 473,106 1,036,209
EEITDA Angiysis Agcounts Recelvabla ! NA NA : 1,096,379 79,9582 - 1,154,067
Operaung Profils Unbilled Revenuas NA NA 26,000 27,000 : NA
pen Covernge Lquidty Inventories NA. NAD 460,239 427015, 489,544
Segment Analysls Prepaid Expense NA NA 57,548 92,340 172,403

— Current Invesbments NA NA i o 0: 0

8 Assots and Operstions | Shart-term Energy Risk-mgmt Assets BT NA NA - NA A
Infrastructure Map Daferred Taxes, Curvent . NA NA NA NA NA
g::tl':";'::;;mm Other Current Assets CoNAT maC NA M A
Pawar Plants by Type Current Assets NA . NA. 1,640,166 1,126,309 - 1,816,022
YWholesale Power Sald

| Fuel Purchased Property, Plant and Equipment ($000) o o o

News, Evants wnd Flings | Electric PPAE In Servica, Gross NA© A B,355344 8,204,768 0 9,741,99%
L News Gas PPBE in Sarvice, Gross NAC MR o 0- 0
Press Releasas Other PPRE in Service, Gross NA WA o 0: 0
Documents PPBE in Saervice, Gross NA MA G B,355344 8,294,760 - 9,741,996
::: :::nnlda::ry Fllings Accumutated Depletion, Bepreclation & Amortization NAD  MA. 3,818,268 3,892,013 - 4,134,280

& Investor Presentations Net PP&E In Servica MA WAL 4837076 4402755 ' 5,807,716

La Transcripts Construction Work in Progress N NA 339,886 761,701 1,224,289

— Net Nuclear Fuel MA:  NA NA na HA

& Mergers and Acq | Other Net PPBE MAS  NA o o 0
St tcentions Net PPRE WAL NAL 4876962 5164436 6,629,005

# Capital Structure ] Other Assats ($000)

Capitai Structurs Noncurrent Investments A ma 1,373,681 1,435,817 0 1,363,527
fr:;‘: :‘:;'s“ﬂs Intangible Assets NA.,  NA 22,248 24,248 1 24,248
Credit Ratings Long-tenm Energy RESK-mgmt Assets NAD  NA, NA NA A

- Deferred Taxes, Noncurrant NA . NA . D 276,523 247,968

Regulztory Assets NA NA NA A NA
Total Other Assets NA NA ! 83,950 394,511 . 232,617
Total Assets HA MA | 7,993,007 8,422,264 - 10,511,367
Current Liabilities {($000) i o o o
Short-term Debt C NA NA 1,022,197 564,064 . 2,216,707
Current Portion of Long-term Dbt NA NA' 1,450,660 © 1,441,196 - 1,933,215
Short-term and Current Long-term Debt  NA. NA. 2,401,857 2,005,260 . 4,154,522
Current Portion of Prafermed Equity . NA NA: o’ 0 0
Accriied Intarset Payahie NA-©  NA NA NA NA
Income Taxes Payable ©ONA, NAT 113,231 171,451 72538
Customer Security Depasits . NAG  NAS 0. 0 0
Other Accounts Peyable and Accrusd Expense ©NA NA! 692680 622,385 562,54
Accounts Payable and Accrued Expense : NA . NA 805,911 793,835 : 535,082
Short=term Energy Risk-momt Liabitties ; NA - NA NA | NA NA
Dther Cusment Liabllities WA NAC 100,941 237,806 - 264,225
Current Uabilties . WA NA - 2,398,709 . 3,036,902 5,054,229
Other Liabilities ($000)
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Postretirament Benafits NA NA i 163,027 63,136 - 66,515
Deferred Tax Liability NA | NA - 187,200 61,116 58,822
Chligations under Capitsl Leases : NA NA - 1} 199 ° WA
Long-term Debt NAT  NA . 1,614,222 533,712 478,312
Leng-tarm Ensrgy Risk-mgmt Liabilities : NA NA : NA NA NA
Ragulatory Liabilitlas ) NA NA NA NA NA
Tatai Gther Liabilitias T NA G B35486 , 2,313,167 | 2,349,833
Total Liablities O MA L NAL B139,644 - 6,008,033 1 8007711
Mezzanine ($000) )
Radeamable Praferred " S S T o 0
Trust Preférred Sscurities : NA A 0 o o
Minarity Enterest Ml NAC 0 0 o
Subsidiary Prefarred . NA NA i 0 0 (1]
Total Minority Interest © NA' NA o 0 0
Other Mazzanine Ttems : NA Na | o 0 ]
Total Mezzanine Level Items ' BA NA | o [} 0
Equity ($000) )
Total Preferred Equity NA . Na D o a. 1]
Commen Equity NA NA . 1,859,369 2,414,231 2,505,676
Equity NA NA 1,850,363 2,414,231 = 2,505,676
Common Shares utstanding {actual) . NAL NAT NA ~ NA .

Sita content and design Copyright € 2008, SNL Financial LC
Usage of this product is govarned by the Master Subscription Agreement.
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Welinine Michuel L. Kurtz {Termas} P upport: (B88] 275-2822 My Pref Ny A b Woomledge Bass Sami Log Out
- Company Lookup: : i TickerExhargs Lp ey
SN Ll fsnL Excol Add-1r) i m mm Mame  Advenced Seneh

| Build a Custom Report | FirstEnergy Solutions Corporation oant hava s portfalio? Greate anet

Select Ticker-Exchande | | 1, . e Statement -1 X

sdvatced fuzcch Native Currency: U.S. doliar{USD} Current Currency: 1).5. doliar{USD) Madify Curpency &
Frofite | Modify Periods o o o o o __ Viaw Definitions
Corpordte Frofie . ) S /2004Y-2005Y  2006Y = 2007Y  DG/O8 LTM
Carporate Steucture period Ended ‘ NA WA . 12/31/2006  1/31/2007 ' 06/30/2008
Officers period Restated? ’ NA . NA No No No
Executive Cornpenutlon ' ' . o T e
@ Peer Analysia
— Operating Revenue ($000)
B GAAP Financisls 1) glectric Revenue OUNAT NAC 1874903 . 4,216,205 A
Financial Highlights oll 8 Natural Gas Revanues ‘ NA NA : a 0. o
Batsnice Sheet Dther Gperating Revenues ‘ NA:  NA . 136,450 108,732 NA
:‘H:::a:::n':;:rs Enerdy Operating Revenues NA WA . 4,011,353 4,325,027 4,408,397
Cash Flow Analysis
EBITDA Analyais Operating Expenses {$000) . S o ) ) )
Operating Profike Yotal Electrical Generation Cost Y MA 1,863,248 . 2,085,190 0 3,208,846
Db Coverage Liquidy Gas for Distribution ‘ T Y 0 o 0
Segmaent Anaiysls Operations and Maintenanoe Expense NA . NA 1,027,564 © 1,041,039 : 1,128,582
— Othar Operating Expensa ‘ NA na 0 o’ ¢
® Assoty and Operstions | Operating DDBA ‘ NA L HA 179,163 ° 192,812 0 202,284
'“”:;“;’:“:“ Taxes, Other than Incoms Tax NA NA 73,332 87,098 | 87,462
:::u |ngDevalnﬂment Qpersting Expense HA NA 3,233,208 . 3,406,238 . 3,624,274
Powar plants by Type
Wholesale Power Sold Other Revenue {$000) .
[ Fuel Purchased partnership Income A NA NAS NA KA
Naws, Events and Fillngs Allowance for Equity Funds - Construction NA - NA NA WA - NA
SNL News Other Nonlnterest Income MA nNA 54,502 52,876 12,797
Pres Releases Nonrecurring Ravenue A NA 0. o ) 0
Documents T o
Energy Regulatory Filings
Events Calendsr Other Expenses {$000) o . S
! & Investor Presentatons {nkerest Paid and Accrued A NA 189,141 | 157,700 133,354
- [ Transccpts Interest Capitalized NA NA 11,495 | 19,508 29,080
! & Margers and Acqulsitions | Allowance for Borrowed Funds - Congtruction NA NA - NA MA BA
| P Amairtizatien of Daferred Finandng Costs NA NA NA NA NA

Strategic [ntentions Interast Expensa HNA Na - 177,648 - 136,192 104,284

- Other Expense NA NA (1] o 0

& Capital Structure | Nonrecurring Expanse NA NA 0 a 0
Captal Structure . M e oL

5

e s Net Income ($000) e
Credit Ratings Net Income befora Taxes NA NA 655,001 B33,472 ' 692,636
- pravision for Taxes : NA NA 236,248 - 304,608 ° 250,614
Praferred Divi of Sub . A NA 0 0 )
Qthver Minanty interasy Expense : A HA ol 0 )
“Total Minority [aterast Expense ; NA . NA 0 o 0
Trust Prefered Distributions ‘ hA A o o 0
Other Afcar-tax (tems NA NA 0! o o
Trust Prefarred Distributions . NA NA : [ [ [+]
Net Income before Extraordinary : NA NA - 41B,6531: 528,854 433,022
pistontinued Cperations . NA NA a: [ 0
Change In Accounting Principlas ' NA . NA 0: 0 ) 0
Early Retirement of Dabk ‘ NA NA o, o’ 0
Other Extraardinary ltems " owac A o o] o

Extracrdinary Itams ) MA - NA a: G
Met Income NA NA | 418,653 : 528,864 433,022
preferred Ohidends NA NA o e 9
Other Preferred Dividends after Net Income NA N& - [ g 0
other Changes to Net Income N& NA o o q
Net Income Avail ta Cammon - NA NA : 418,653 528,864 433,022
Reportad Netk Operating Income : NA NA ?78.145 918,788 784,1E%
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Per Share Information (%) ]

Dilutad EPS after Extraordinary MR mA A WA, na
Common Dividends Declared ) NA - NA - NA - NA NA
Avg Diluted Shares Out (actus!) © O NAT WA A CNAT NA

Site content and design Copyright € 2008, SNL Fimancial LC
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| Build a Custom Repart

Selact Ticker-Exchange

)

Advanced Sascch

Proflls
Corporate Profile
Corporate Structure
Officers
Executive Campensation
B Peer Analysis

# GAAP Financials 0|
Financlal Highlights
Balanoe Sheet
Income Statemerrt
Patformance Analysis
Cash Flow Analysls
EBITDA Analysis
Operating Profile
Oebt Coverage Uauldity
Profile

Segment Analysis

B Assets and Qperationa ]
Infrastructura Map

Cperating Planta
Plants in Development
Powar Plants by Type
Whaolesale Power Sold
Fuel Purchasec

News, Events and Filings
SNL News
Presa Relepzes
Documants
Enevgy Regulatory Fiings
Evenis Calendar

® Investor Presentations

o Transcripts

L] Margurs and Acgquisitions ]

MBEA History
Strategic intentlons

& Caphal Structure i

Capital Structere

Capital Offerings

Traded Bonds
Credit Ratings
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Performance Analysls

Modify Perlods

Period Ended
Perlod Restated?

Capitalization Ratios [%)

Debt/ Book Capitalization

Prafermed Incl. Mezzanine/ Book-Value Capital
Common Equity/ Book Capital

Balance Shaet Ratlos (%)
Work in Progress/ Net PPRE
PPRES Assets

Total Equity/ Total Assets

bebt Analysls [9%)

Short-term Dabt/ Debt

Lang-tamn Debt/ Debt

Recurring EBITEAS Adjusted Interest & Praferred (X)
Credit Faciltias/ Debt

Cammarcial Papety Debt

Incoma Statamant Ratlos (%)

Reported Operating Income/ Revanues
Electric Revenue/ Operating Revenue

Gas Revenue/ Operating Ravenue

Operations & Maintenance/ Cperating Expense
Elactric Generation/ Operating Expanss

Gas Costf Operating Expense

Operating DEA&/ Operating Expense

Profitability Ratios (%)
ROAA

ROAE

ROACE

Return on Capital

2004 Y. 2008 Y.
NA NA
(WA
i
NA - NA -
A

EEE

NA

seEes

EEEEEIEE

A

NA

T
NA
Nac

NA
(7
NA

NA

NA

$EsEsss

FirstEnergy Solutions Corporation pun't have a portfalie? Create anet

0.00 °
31.17

50.89 |

333N

5.82

NA

MA

19.14
96.60

0.00
.78

60.41

0.00 ¢
554

wA |
L
Hh
LU

A FYX)
] 3

.. ViewDefinitions
006V 2007V . 08/08LTM
12/31/2006  12/31/2007 © 05/30/2008

No :

s126
0.00 .
48.74 |

PR TU R
£0.97 ;

7898 |
21.02°
8.02

NA
JMA

2099
97,49 -
0.0
30.56 |
61.22 .
0.00 -
566

6“ -
2475 °
1475

L .3ee !

6450

0.00

3510

17.88
6495

L

 29.88

10.32
a.07
HA
A

17.74
NA
a.06
.14
60.87

558

EEEE
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‘Waleame Miba L, Rotz (Terns)

SNL2

N Excet adg-1n])

P Guppart, (B23) 173-1271 My Prefarences My A
Company Lookup: (i i

2
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Page 1 of 1

£

"t Comprry Name Abeaced Seevth

[Buta @ custom report | FirstEnergy Solutions Corporation Don't have a portfolio? Create ong!
Select Tickar-Exchange | | pherating Power Plants
< lnkas )
ddenced ioarch Operating Power Plants i
; ) Genecation
- Pant Nome _..[Owner Capscity Technology st
Corporate Profle ‘ Aghtabula “FirstEnargy Generation 255.0 Staam Turbine: Boller ;
Corporate Structune ; ‘Corp 3 !
Otficers - Bay Shere iFirstEnargy (snaration 539.4 Stesm Turtine: Goller Coal  OH 1955)  100.00
Executive Compensation ’ ‘Corp . :
| 8 Peer Analysis Bay shore CT :FIrstEnergy Generation 15.0-Combustion Turbine Ol JOM 1967 100.00
= “Corp i ‘ .
® GAAP Financisls 0] _Baaver Vallay ‘FirstEnergy Nuclear 1,969.6 Mucleer: PWR Nuckar PA 1976 81.14
Finandal Righlights ‘Generation ) ! ) )
Balance Sheet Bruce Mansfield \FirstEnerpy Generabion 2,741.1 Steam Turbine: Bolkr ‘Copd  PA 1976 100.00
Income Staverment . ‘Carp :
Performance Analysis , Bavis-Besise 'FirstEnergy Nuckear 939.2 Nuclear: PWR {0H 1977 100,00
Cash Flow Anaiysis : ‘Ganeration . !
EATTDA Analysis ;EE&LL&E FirstEnergy Generation 1,257.0 Steam Turbine: Boiler OH 1953 100.00
Operating Profite R Corp . f .
Debt Caverage Liguidity ‘Eagtlaka CT [FirstEnergy Generation 32.0 Combustion Turblne  "Oil -OH 1973 100.90
Profile , ;Corp ‘ : : -
| Secmert Anaiysia : Edgewatar CT. ‘FirstEnergy Genetation 57.6 Combustion Turbine  Oit OH 1573° 100.00°
iCorp ; : .
@ Assets and Operations | ‘Lake Shore fFlrstEnergy Generation 256.0 Steam Turbine: Boiler ;Coal QOH 1962 100.09
Infrastructure Map ;Cm P i ' ! : :
Operating Planta ‘\Laks Shomre GF :FirstEnergy Generation - 4.0 Internal Combustion Ol'l DH 1966 109.00
Plants In Development Mad Rjuer {FirstEnergy Generstion 54.0'Combustion Fuebine [OH  OH 1972 100.00,
Power Flants by Type ‘Carp . . :
Whatesai# Powar Sold “Perry ‘ArstEnergy Muclear = 1,252.5 Nuclear: Bolling Water Huctear ‘OH 1587 a7.42
Fue} Purchased . Ganeration Raactor . I
MNews, Events and Rlings ] ‘R.E. Burger FirstEnergy Generation 415.8 Steam Turbine: Boller _Coal OH 1844 100.00
SNL News ‘R.E. Burger IC FirstEnergy Generstion 7.5.Intemal Combustion Ol ‘OH 1572 £00.00
Presa Releases . Corp i . N
Decurnent "Richiang FirstEnergy Generation 450.0 Combustion Turbine  Gas ‘OM 1965 100.00
Energy Reguiatory Fillngs Corp : ; .
Events Calendsr ‘Sengca ‘FirstEnergy Gensradon 463.0 Pumpad Storage ‘Water PA 1970 100.00
@ Investor Presentations - Corp : ]
@ Transriphs Siryker “FirstEnargy Gengration 19.0 Combustion Turbine ;O ‘OH 1958 100.00
= Corp ; :
& Margers and Acquisttions | | sympter .FirstEnergy Generation 340.0 Combustion Turbine  Gas Ml 2002 106.00-
MBA Histary : .Corp : :
| Strategic Intentions W.H, Sammls FlrstEnargy Genaration 2,455.6 Steam Tuchine: Boller Coal - OH 1959 1G0.00
9 Capiti structure | | .t Saammis 1C FitstEnergy Generation 125 Intemal Combustion  OF  OM © 1972°  100.00
Cagital Structure Corp '
Capital Offenngs ;W_Eu_ggm FirstEnergy Generation 555.6 Combustion Turbine }hs ‘OH !973' 100,00
Traded Bonds : Corp :
Crexfit Ratings

SRe content and design Copyright

€ 2008, SNL Financlal LC
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Cash Flow Analysis

EBITDA Analysis

Qperating Profile

Dbt Coverage Liquidity
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Ssgment Analyss
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Infrastructure Map
Operating Plants

i?hnh in Du\ldapm-ant
Pm'wer Plants by Tvpe
Wholesale Power Sold

L Fuel Purchased

Nerws, Events and Filings |
SN Naws
Press Refeases
Documenks
Energy Reguiatery Filings
Events Calendar

& Investor Presentatons

& Transcripts
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FirstEnergy Solutions Cor_pgratlon Con't have a portfolio? Creatsongl S
LEYY )

Power Plants In Davelopment

Genaratlon Projects Planned ) ) . o .
Plﬂ .t : : wn

. Pescant opnrnunp  Planned! Fua! : \"!-' In naudupmutl Costs
‘Name  Ownér  Ownersh Stelus mldtv 'I’VPG Tuhnoimsmunmsum i (4000}
- Bavig- :FlrstEnwgy . i00.0 Oper&uwg 12, D Nuclear Muclear: oH ZOOGAdvanueﬂ 9,600%
Berse ‘Muclear X ‘ LWR : {Dpvalopment
: ‘Generation ' : ' :
Fremont  FirstEnergy - 100.0° Under 739.5:Gas  Combined OH = 2009:Construction 388,238%
.Epgrgy : Gengradon Construction ) Lyde : Bagun

Environimental Projects Flanned

Peruntil'rng-:t ;Hlnupllu: Fuel '

Own-nhip kﬂp. i Copadity, Type: Tachnology Stst
100.0iPGD, ! 639.4: Coal -Steam OH
Mem:urv.' : Tutbing:
‘HOw : ) ‘paller
100.0; FGD, 1 415, B Coal smm ‘OH 2010 Announced 180,000
‘Marcury, ‘Turbine:
iNOX i ‘Bailer .
100.9 FGD, 2,455.8 Coal 'Steam OH 2010:Announced -
‘NOx% Turhine; : .
;.ﬂ‘?"e"

*Cost estimated by SHL.

Above numbers represent entiré prajact, not proportioned by owner
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Profile
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Powaer Plants by Type
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Report byFwlTyor i Regulatory Status

Company Totals
All Prants
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(1% of 22 Planry Aeporting. representing 99% of ftotal capacity}

Humbaer of Plants Reporting

T N Pl Cap
Operating Capacity {MW)
‘Nut Generition {HWh)
Capaclty Factor {%h)

Fuel Expenas ($000)
Non-fuel Gpearating Expenae ($000)

Toral Oparating Expsnes{4000)

Total Mainteresncr Bupsnes ($000)
_Plant Cperating and Meintanance Expenae ($000)
-Unit Fusl Expenza ($/HWh)

VOpC'rlﬂnﬂ 3 l!ulnhnum Dndudhn Costw [§/M¥h)

¥ (MW)

Subsidiary Totals
FirstEnergy Generation Corp.

comd’

7of7
7.8517
7.047.3
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Kimaberly D. Bose

Recreiary

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 Tariffs Waiving Affiliate

Restrictions 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 arc requesting a
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Commuission determination that the Order No. 697! requirement 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 Illuminating Cempany (“Cleveland Electric
[luminating™, Ohio Edison Campany (“Ohio Edison”), and The Toledo Edison
Company (“Toledo Edison”) (collectively “Ohio Regulated Utilities”),

Approval of the Amendments is necessary 10 assure uninterrupted
service to the more than 2 million retail customers served by the Ohio
Regulated Utilities upon expiration of current supply arrangements cn
December 31, 2008. As explained below, under any plausible outcome of
pending regulatory proceedings in Ohio, the FE MBR Sellers will have to
continue supplying a material portion of the Ohio Regulated Utilities’ load
requirements beginning in January 2009. However, under the terms of their
cxisting market-based rate tariffs and the Commission’s reguiations governing
affilate transactions, such power deliveries cannot be continued bevond
December 31, 2008 without this Commission's authorization.

The requested waiver of the Commission’s affiliate rules is based on the
Commission’s policy of granting such relief where no captive customers exist or
are otherwise protected against affiliate abuse. Both of those concerns are
satisfied in this filing. First, there will be no wholesale customers served by the
Ohio Regulated Utilities at the time any affiliate sales authorized by the
Amendments hecome effective.2 Second, as discussed below, the Commission
has previously determined that retail ratepayers in Ohio are not “captive” for
purposes of determining whether the Order No. 697 restrictions on affiliate
sales and other rules governing affiliate relationships should apply. Third,
Applicants note that even if the requested authorization is granted, the Ohio
Regulated Utilities could not make any purchases from the FE MBR Sellers

' Market-Based Rates for Wholesale Sales of Electric Energy, Capuacity and Ancillary
Services by Public Utilities, Order No. 697, FERC Stats. & Regs. ¥ 31,252 (“Order
No. 6977, order clartfying final rule, 121 FERC 9 51,260 (2007}, order on reh’y and
clarifieation, Order No. €97-A, 123 FERC Y 61,055 (“Order No. 697-A"), order on
reh’g and clarification, 124 FERC 4 61,055 (2008) (codified at 18 C.F.R. pt. 35).

< As discussed below, power sales to the only remaining wholcsale customer served
Ly the Ohio Regulated Utilities will terminate on December 31, 2008, In the
unlikely cvent 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 Qhio’s retail customers.3

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 Nas. 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.

{. Background

Order No. 697-A at P 202 defines captive customners as “any wholesale or
retail electric energy customers served by a franchised public utility under
cost-based regulation.” QOrder 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.3 By this definition, the retail customers of the Ohio Regulated
Utilities are not captive and, in any event, will continue to be fully protected

3 As outlined herein, Applicants submit that the relief requested should be granted
under the provisions of Order No. 897 governing affiliate waivers, given that there
are no wholesale customers that might be affected by any sales from the FE MEBR
Sellers to the Ohio Regulated Utilities. Any comncerns regarding retail affilinte 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
rom 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. & Regs. § 31.264 {*Order Na. 7077}, order on reh’g, Order No. 707-A, FERC
Stats. & 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 affiliate 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 “captive” customers. That process began in orders approved by
the Commission in FirstEnergy and Penn Power,® 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
affihate waivers.?

The Amendments submitted herein would make the necessary tarifl
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

¢ [irstEnergy Servs. Co., 117 FERC 9 61,081 (2006) (“FirstEnergy’), Pa. Power Ca.,
Dacket Nos. ER07-434-000 and ER07-434-001 (unpublished delegated letter order
issued Mar. 21, 2007) {“Penn Fower").

7 FirstEnergy Operating Cos., 125 FERC 9 61,074 {2008) (“FirsiEnergy 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.

3 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. $.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 [SO”)}—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.

I. Communications

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

Michael R. Beiting, Esq.* John N. Estes [II

FirstEnergy Service Compan) Jerry L. Pfeffer*

76 South Main Street Energy Industries Advisor
Akron, OH 44308 Skadden, Arps, Slate, Meagher
Tel: (330) 384-3795 & Flom, LLP -

Fax: (330) 384-3875 1440 New York Ave.
beitingm@firstenergycorp.cot 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,

II1. 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 the Applicants and Affiliates

Solutions, GenCorp, Nuclear GenCorp, and Mansfield are FirstEnergy
market-regulated power sales affiliates. Solutions controls the output of the
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fossil, nuclear, and hydro generating assets that were transferred during the
last several vears by the Ohio Regulated Utilities, or independently developed
or purchased by Solutions. GenCorp and Nuciear GenCorp are wholly-owned
subsidiaries of Solutions and Mansfield is a wholly-owned subsidiary of
GenCorp.

Cleveland Electric [lluminating, Ohic Edison, and 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.!® These entities serve
retail load in Chio 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.7) § 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 31, 2008.11 Transmission service over
all transmission facilities owned by affiliates of the Ohio Regulated Utilities is
provided by the Midwest IS0, and thus transmission service customers are
fully protected against any increased costs linked to affiliate power sales
transactions by the Applicants,

9 18 C.FR. § 35.6(5). Amendments needed to conform each of the FirstEnergy
Companies’ market-hased rate tariffs with Order Nos. 697 and 697-A were
aceepted on Qcteber 17, 2008 in FirstEnergy Operating.

0 See FirstEnergy.

Toledo Edison Co., Docket Nos, ER08-1020-000 and ELO8-65-000, Substitute
Notice of Cancellation (liled Oct, 14, 2008).
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V.  Description of Ohio Retail Power Supply Arrangements

[n 1999, the Ohio General Assembly passed Am. Sub. 8.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 Publie Utilities
Commission of Chio (“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 stability, and further development
of competitive markets.? In response to this directive, a Rate Stabilization
Plan (*RSP”), and, subsequently, a Rate Certainty Flan (“RCP"}, were proposed
by the Ohio Regulated Utilities and adopted by the PUCO, with the effect of
assuring customers rate certainty through 2008. Solutions provided the
wholesale power required by the Ohio Regulated Utlities for POLR service, as
well as certain wholesale obligations, under an affiliate power supply
agreement authorized by this Commission.!3

2 PUCO Entry of September 23, 2003 in Case Nao.03-1461-EL-UNC.
13 FirstEnergy Solutions Corp., 117 FERC ¥ 61,278 {2006).



Kimberly D. Bose
October 24, 2008
Page 8

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 POLR 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
compertitive 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. 5.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 cxpected 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. Undgi‘,.-githm;
option, however, Ohio retail customers retain their right to select alternative
retail clectric 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 pericd commencing January 1,
2009. The Ohio Regulated Utilities propose to implement a comprehensive ESP
as 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 as part of its review of the ESP. Approval of the Amendments herein
would permit the ESP o be implemented by the Chio Regulated Utilities.

The Ohio Regulated Utilities also filed an application for approval of an
MRO under R.C. § 4928.142. As part of their MRO, the companies proposed a
competitive solicitation process to acquire generation required for POLR
service. This process would result in a standard service offer for generation
services derived from a competitive solicitation process managed by an
independent third party. The PUCO, however, will select the winning bidder(s)
and determine that the auction meets the relevant statutory criteria.
Applicants intend to participate in any competitive solicitation approved by the
PUCO. And, given the magnitude of the Ohio Regulated Utilities’” generation
needs rclative to the amounts of uncommitted capacity in the regional bulk
power market, it is virtually certain that Applicants wili be selected to provide
at least a pertion of this power supply. For these same reasons, if Applicants
did not partcipate, the liquidity and depth of the markets would suffer.
Approval of the Amendments herein would permit the MRO 1o be implemented
by the Ohio Regulated Utilities without the necessity of an Allegheny type
section 203 application. 14

As noted above, however, the Ohio Rcgulated Utilities” ability to
implement either an ESP or a MRO is dependent upon approval by the PUCO,
The PUCO can choose to reject the ESP or MRO, or delay implementation of a
plan bevond 2008, In either case, the matter of generation supply beginning
January 1, 2009 srill must be addressed because the Ohio Regulated Utilities
do not own generation, and current Commission authorization for affiliate sales
from Solutions cxpires at the end of 2008.!5 Commission approval of the
Amendments filed herein would provide the necessary flexibility to ensure the
availability of power to the Ohio Regulated Utilities at stable prices beyond
2008 in the event that a MRO is rejected or delayed.

“+ Allegheny Energy Supply Co., 108 FERC § 61,082 (2004).

> In additlon, 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
ifty days after the filing or December 29, 2008. R.C. §§ 4928.142({B)3});
4928 143(C)i1). This makes the case for the flexibility provided by an affiliate
walver 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
atfiliate 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.

VII. 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
pvroviding for elimination of the affiliate sales restrictions between Solutions
and FirstEnergy’s franchised utilities in Pennsylvania, New Jersey and New
York because those 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.'6 Applicants submit that the
same conditions pertain to the Ohio Regulated Utilities and conforming
amendrments 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
Uiilities 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.1?7 Finaily, in a recent case involving

o Nee Firstfnergy Operating.

'/ The lerm 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
{contddf
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Dayton Power & Light Company (“Dayton Power & Light”), the Commission
determined that retail ratepayers in Ohio are not “captive” for purposes of
determining whether the affiliate restrictions apply. 18 Under longstanding
precedent, as recently affirmed by the Commission in Order No. 5697 and again
in Order No, 707, these facts alone are sufficient to support a finding that the
affiliate restrictions should not apply to the Ohio Regulated Utilities. No
further inquiry is needed for such a determination since the Commission has
repeatedly stated that it will not seek to cxamine the efficacy of state retail
access programs. i

As noted, the Commission has recently reviewed and affirmed its policies
underlying waiver of the affiliate restrictions in two separate rulemakings;
Order No. 597 dealing with market-based rate authorizations and Order No.
707 addressing cross-subsidization issues linked to affiliate transactions. [n
Order No. 697, the Commission affirmed the current policy of linking such
waivers to the absence of retail and wholesale “captive customers.”0 In Order
No. 697, the Commission stated that it will continue to rely on the “capuve
customer” test in determining the applicability of the affiliate restrictions, and
conciuded that, “where a scller demonstrates and the Commission agrees that
it has no captive customers, the affiliate restrictions will not apply.”!

{cont'd from previous pagej

FERC 9 61,168 at P 30 (2008} {“August 18th Order”). However, as noted above, the
parties filed a settlement agreement and joint notice of canceliation 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.

3 The Commission reached this conclusion for retail customers of Dayton Power &
Light. Dayton Power & Light Co., 123 FERC § 61,231 at P 21 (2008}. See also, the
Commission's decision that Duke Energy OChio’s Ohio retail customers are
protected from alfiliate abuse due to affiliate contracts, and has waived affiliate
sales and Code of Conduct restrictions on pricing of sales of non-power goods and
services accordingly. See Cincinnati Gas & Elec. Co., 113 FERC 1 61,197 (2005);
Cinergy Mktg. & Trading, LP, 116 FERC 1 62,197 {2006).

¢ Order No. 597 at P 481; Order No. 707 at P 45 n.40 (citing Order No. 697 at P 481},
M See note 3. supra,

* Order No. 697 at P 352,
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Subsequently, in Order No. 707, the Commission reaffirmed those
findings with respect to retail choice jurisdictions such as Ohilo, stating as
iollows:

With respect to requested clarifications regarding retail customers
in states with retail competition, consistent with our Market-Based
Rate Final Rule, we 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
customers have retail choice, Le., by virtue of state law they can
purchase at market-based 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
retall customers have no ability 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
utility’s provider-of-last resort obligaticn 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.22

For the reasons stated above, Applicants 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 codifled in subsections
33.39, 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
implementing 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,2? and (i) the only wholesale customer of the Ohio Regulated Utilities

22 Order No. 707 at P 45 {footnotes omitted and emphasis added).

23 As noted above, the Commission has previously made such findings in relation to
the retail customers of Duke Energy Ohio and Dayton Power & Light's retail
customets. Under Ohio law, essentially the same rctail access regime is applicable

to the customers of all franchised uiilities in Ohio, inciuding those of the Ohio
fcont'd)
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is served under a fixed-rate contract that will expire at year end by agreement
of the parties.

Applicants submit that under ordinary circumstances, no further inquiry
5 needed for a determination that there are no captive wholesale or retail
customers and that the affiliate restrictions do not apply since the Commission
has repeatedly stated that it will not seek to examine the efficacy of state retail
access programs.©* Therefore, consistent with its existing precedent as recently
affirmed in Order Nos. 697, 697-A and 707, the Commission should approve
Applicants’ request to amend their tariffs to eliminate affiliate restrictions for
power sales and other activities between Applicants and the Ohio Regulated
Utilities. However, Applicants submit that the Commission need not rely on a
captive customer determination to provide the relief requested here since Ohio
retail customers are fully protected against affiliate abuse without regard to the
efficacy of retail choice.25

The PUCO will make the final decision concerning the method for
nroviding post-2008 POLR service under the either the ESP or MRO options of
Am. Sub. S.B. No. 221, considering its balancing of supply security and
economic protections for its multiple stakeholders. Ultimately, that
arrangement must be approved by the PUCO as providing the best outcome for
the customers of the Ohio Regulated Utilities. Under OQhio law, the PUCO may
not issue its decision until December 29, 2008. 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 ncw plan approved by the PUCQ, the Commission should approve the tariff

front'd from previous page)

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

- See note 19, supra.

25 Applicants note that the number of retail customers in any rctail choice
jurisdiction, such as Chio, that actually are receiving service from alternative
suppliers at any poirt in time is largely a function of market conditions relative to
the “shopping credits” and standard service prices set by state regulatory agencies
in those jurisdictions.
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Amendments proposed herein, recognizing that the PUCQO has the ability to
proiect Chio retail customers against affiliate abuse.

The Amendments also will provide the PUCO with the maximum
flexibility 1o make its decision at year end, with the knowledge that the Ohio
Regulated Utilitics have the necessary Commission authorization to implement
whatever new retail supply optien it approves. While Applicants have
demonstrated that the Amendments should be accepted for filing under the
Commission’s Order No. 697 guidelines, since Chio retail customers retain
their right to choose alternative competitive retail electric suppliers under
existing Ohio law, they have also shown that continuing PUCQ 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 PUCQO 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,

Respectiully submitted,

Lo

Michael R. Beiting, Esq. ~ John N, Estés III

FirstEnergy Service Company : ':,.r”x Jerry L. Pleffer

76 South Main Street Energy Industries Advisor
Akron, OH 44308 Skadden, Arps, Slate, Meagher
Tel: (330) 384-3793 & Flom, LLP
beitingmfirgtenergvcorp.com 1440 New York Ave., N.W.

Washington, DC 20005-2111
Tel: (202} 371-7930

Fax: {(202) 661-8213
jestes@skadden.com
jlpfefferi@skadden.com

Counsel for Applicants

QOctaber 24 2008


mailto:jestes@skadden.com

CERTIFICATE OF SERVICE

[ hereby certify that 1 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 an the service lists for Applicants’ underlying
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,

W/
;Zw:.-pj / ’}:fj//f:’f e

Jeryf( L. I;feffer rr
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FirstEnergy Solutions Corp.



Firsibnergy Solutions Corp. Second Revised Sheet No. 2
FERC Clectric Tariff Superseding First Revised Sheet No. 2
First Revised Volume No. | '

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 all future issuances of
securities and assumptions of liabilities purshant to Section 204 of the Federal Power Act,
16 U.8.C. § 824e, and Part 34 of the Commission’s regulations. See, FirstEnergy
Services, Inc., 94 FERC 9§ 61,052 (2001).

10.  Alfiliate Sales; Seller has been authorized to scll power to Jersey Central Power & Light
Company, Metropolitan Edison Company, Pennsylvania Electric Company, and
Pennsylvania Power Company, cach of which is a franchised public utility with which it
is alfiliated. Pennsylvania Power Company, ef al., FERC Docket No. ER07-434-G00,
letter order issued March 21, 2007. Seller has also been authorized to sell power to The
Cleveland Eleciric llluminating Company, Ohio Edison Company, and The Toledo
Edison Company (*collectively, “Ohio Regulated Utilities™), cach of which is also a
tranchised public utility with which it is affiliated. FirstEnergy Solutions Corp., 117
FERC § 61,278 (2006). Additionaily, the Commission granted waivers of scctions 35.39,
35.44(a) and 35.44(b) of the Commission’s regulations for pawer sales and other affiliate
interactions between Seller and the Ohio Regulated Utilities.

1. 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 | seller, as defined in all other regions.

Issued by: Ali Jamshidi Effective: December 135, 2008
Vice President, FirstEnergy Solutions Corp. ‘
Issued on: October 24, 2008



FirstEnergy Solutions Corp. First-Second Revised Sheet No. 2
FERC Flectric Tariff Superseding Orginal-First Revised Sheet No. 2
First Revised Volume No. |

10.

1.

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
33.16; granted waiver of Parts 41, 101 and 141 of the Commission’s accouating and
reportimg regulations, and granted bianket 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
Services. Inc., 94 FERC 61,052 (2001).

Atfiliate Sales: Seller has been authorized to sell power to Jersey Central Power & Light
Company, Metropolitan Edison Company, Pennsylvania Electric Company, and
Pennsylvania Power Company, cach of which is a franchised public utility with which it
is affiliated. Pennsylvania Power Company, ef 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 lluminating Company, Ohio Edison Company, and The Toledo
Edison Company (*collectively, “Ohio Repulated Utilities™), each of which is also a
franchised public utility with which it is affiliated. FirstEnergy Solutions Com., 117
FERC § 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 affiliat

interacticns between Seller and the Ohio Regulated Utilivies.

Seller Category: Seller is a Category 2 seller, as defined in 18 CFR § 35.36(z), in the
Nertheast 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.

fssued by: Alt Jamshidi Effective: June-6December 15, 2008

[ssued on: -September HOctober 24

Viee President, FirstEncrgy Solutions Corp.
2008




FirstEnergy Generation Corporation



FirstEnergy Generation Corp. Second Revised Sheet Nos. 2-5
FERC Electric Tariff Superseding Substitute First Revised Sheet Nos, 2-5
First Revised Volume No, |

g, 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 Scller and The Cleveland Electric Hluminating Company, Ohio Edison
Company, and The Toledo Edisen 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

Category 1 seller in all other regions.

Issued byv: Ali Jamshidi, Vice President
Issued on: October 24, 2008 Etfective Date: December 15, 2008



FirstEnergy Generation Corp. Substitute-First-Second Revised Sheet Nos. 2-5
FERC Electrie Tunff Supcrseding Original-Substitute First Revised Sheet Nos. 2-5
First Revised Volume No. | '

9 Affiliute 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
hetween Scller and The Cleveland Electric llluminating Company, Ghio Edison
Company, and The Toledo Edison Companx.

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 -Denuld-R—SehneiderAli Jamshidi, Vice President .
Issued on: Septembert10ctober 24, 2008 Effective Date: September48-2007December 15, 2008

Filed-




FirstEnergy Nuclear Generation Corporation



FirstEnergy Nuclear Generation Corp. ' Sccond Revised Sheet No. 2
FERC Electric Tariff Superseding Substitute First Revised Sheet No. 2
Original Velume No, 1 ‘

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 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.
ER03-1122-000 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 affiliate interactions
between Seller and The Cleveland Electric llluminating 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 isa

Category 1 seller in all other regions.

{ssued by: Danny L. Pace, Vice President
FirstEnergy Nuclear Generation Corp.
[ssued on: October 24, 2008 Effective Date: December 15, 2008



FirstEnergy Nuclear Generation Corp. Substitute-First-Sccond Revised Sheet No, 2

FERC Elegtric Tarit? Superseding Original-Substitute First Revised Sheet No, 2
Original VolumeNo, 1

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 future issnances 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 Nuglear Generation Corp., Docket No.
ER05-1122-000 at 3-4 (September 29, 2005) (unpublished letter order).

9, Affiliate Sales: The Commission ted waivers of sections 35.39,35.44(a
35.44(b) of the Commission’s regulations for power sales and other affiliate interactions
between Seller and Th veland Electric Nluminating Company, Ohig Edison
Cumpany, and The Tolede Edison Company.

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

Issued by: Danny L. Pace, Vice President
FirstEnergy Nuclear Generation Corp.
[ssued on: SeptembestH-QOctober 24, 2008 Effective Date: . ; Decem 5, 2008
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FirstEnergy Generation Mansfield Unit | Corp. Second Revised Sheet No. 1

FERC Electric Taritf, Original Volume No. |

S8

Superseding Substitute First Revised Shect No. |

FIRSTENERGY GENERATION MANSFIELD UNIT 1 CORP.
FERC ELECTRIC TARIFF, ORIGINAL VOLUME NO. 1

Availability:  FirstEnergy Generation Mansfield Unit 1 Corp. (“Seller™) makes available
under this Tarit¥ clectric energy and capacity for resale to any purchaser with whom
Seller has executed a service agreement, except as provided in paragraph S below.

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.

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

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

Compliance with Cemmission 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.

Limitations and Exemptions Regarding Market-Based Rate Authority: Seller has been

granted waivers of Subparts B and C of Part 35 of the Commuission’s regulations, except
as ta 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 future 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).

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 The Cleveland Electric Hluminating Company, Ohio Edison
Company, and The Toledo Edison Company.

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

Issued by: Ali Jamshidi, Vice President Effective: December 13, 2008
Issued on: October 23, 2008



Firstlinergy Generation Manstield Unit | Corp, Substitute-First-Spcond Revised Sheet No, |
FLERC Electric Variff, Original Volume No. | Superseding Original Substitute First Revised Sheet No. 1

FIRSTENERGY GENERATION MANSFIELD UNIT 1 CORP.
FERC ELECTRIC TARIFF, ORIGINAL VOLUME NO. 1

1. Availability: FirstEnergy Generation Mansfield Unit 1 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.

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

and Sclier.

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

5. Compliance with Commission Reguiations: 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 conatitute a violation of
this Tariff.

6. Limitations and Exemptions chardin‘g 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(h), 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 future issuances of securities and assumptions of liabilities pursuant
to Part 34 of the Commission’s regulations. FirstEnergy Generation Mansfietd Unit 1
Corp., Docket No, ER08-107-000 at 2-3 (December 10, 2007) (unpublished letter arder).

Affiliate Sales: The Commission ted W ivers of sections 35.39, 35.44(a) and
35 44(b) of the Commission's re i wer sales and other affiliate interactions
between Seller and The Cleveland Electric [Huminating Company. Ohio Edison
Company, ard The Toleda 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 isa
Category | seller in all other regions.

Issned by: Ali Jomshidi, Vice President Effective: June-6Lecember 15, 2008
I;su ed on: Sep%embel-a—l—()cmber 24 'JBDS
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®

FirstEnergy

Ronald E. Seeholzer
Vice President
Investor Relations

FirstEnergy Corp.
76 8. 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
planned long-term financings will further reinforce the stability of our financial position.

In response to questions regarding the impact of current market turmoil, we are providing the
following comprehensive summary of our 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 approximatety $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
liguidity sources are described in more detail in the following table.

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



As of October 8, 2008
mpany e Type ... 'Maturity “Amount (M) .Availah!e{M}

FirstEnergyl Revolving Aug. 2012 $2,750 $403

FirstEnergy & .
FirstEnergy Solutions Revolving May 2008 300 300
FirstEnergy Bank Lines Variougt! 120 20
FirstEnergy Generation TermLoan | Oct 2009 300 300
Corp.
OH & PA Utilities AR Fin. Variousi® 550 532
) FirsiEnergy Corp. and subsidiary borrgwars Subtotal: $4,020 $1,560
©) $100M matures November 30, 2009; $20M uncommitied lina oFf credit

with no maturity date
@ Cirgwn amounts are payebie within 30 days and may not be reborrowed Cash:
) %370M matures March 21, 2008; $180M matures October 27, 2008 with

an extension requested pending state moulatory appraval of
replacement fadility

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 fund 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
disruptions 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 isseances. Our financing plans for the
remainder of 2008 include potential issuances of new secured taxable long-term debt of up to
$600 million through our 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 Pennsylvania 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 of long-term debt over the next several years as shown below:

ik . W] R
Amount (M) $0.5 $256.7 $166.7
T Remainder of 2008

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
Pennsylvania Electric Company. The interest raies 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
obligor 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 LOC:s for our variable-rate PCRBs were issued by seven banks summarized in the
following table:

""" June 2009 June 2009
101.0 3.0 June 2009 June 2009
: Beginning Shorter of 6 months or
285.5 0.0 Jume 2010 LOC termination date
130.9 0.0 June 2012 6 months
265.6 0.0 June 2010 6 monihs
647.9 191.1 March 2009 March 2009
Beginning
528.1 0.0 December 2010 30 days
Beginning
December 2010 5 days

" 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 expetienced any unsuccessful remarketings of these
variable-rate PCRBs. Cotncident 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 unsuccessful remarketings of our variable-rate PCRBs.

Summary

FirstEnerpy 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 siresses 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:

s Strong projected cash from operations;

» Opportunities for favorable earnings growth as we anticipate the transition to competitive
gencration 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 specnlative trading operations;

Appropriate long-term commodity hedge positions;

A manageable capital expenditure program that is expected to peak in 2008;

A well funded 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. Secholzer
Vice President, Investor Relations



Forward-looking 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, intenis, beliefs and curent
expectations. These statements typically contain, but are not limited to, the terms “anticipate,” “potential,”
“expect,” “believe,” “estimate” and similar words.  Forward-looking statements involve estimaies,
assumptions, known and unknown risks, uncertainties and other factors that may cause our actual results,
performance or achievements to be matetially different from sny foture 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 bow 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 Qhio ntility subsidiaries’ Electric Security Plan and Market Rate Offer filings, economic or weather
conditions affecting future sales and margins, chanpes in markets for energy services, changing energy and
commodity market prices and availability, replacement power costs being higher than anficipated 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 US. 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 our SEC filings, the timing and outcome of various proceedings before the
PUCO (inchuding, but not limited to, the Distribution Rate Cases and the generation supply plan filing for
the Ohio Companies and the successful reselution of the issues remanded to the PUCO by the Supreme
Court of Ohio regarding the Rate Stabilization Plan and the Rate Certainty Flan, including the recovery of
deferred fucl 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 with
respect to the transition rate plan for Met-Ed and Penelec), the continuing availability of generating uniis
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 our nuclear decompvissioning trust fund, 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 ¢conomic conditions affecting the Company, the statc 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 resulis to differ materially from those contained in any forward-
leoking statements. Dividends declared from time to titne on FirstEnergy’s common stock during any
amual 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 earliost event reported) October 8, 2008

Commission Reglstrant; $tate of Incorporation; .R.S. Employer
File Number Address; and Telephone Number Identification No.

333-21011 FIRSTENERGY CQRP. 34-1843785
(An Chlo Corporation)
76 South Main Street
Akron, OH 44308
Tefephone (800)736-3402

333-145140-01 FIRSTENERGY SOLUTIONS CORP. 31-1560186
(An Ohlo Corporation)
¢/o FirstEnergy Corp.
76 South Main Street
Akron, OH 44308
Telephone (800)736-3402



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

[ ] Written communications pursuant to Rule 426 under the Securities Act (17 CFR 230.425)
[ ] Soliciting material pursuant to Rule 14a-12 under the Exchange Act {17 CFR 240,14a-12)
[1Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
[ 1Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))




ltem 1.01 Entry Into a Material Definitive Agresment
ltern 2,03 Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangsment of a Registrant

On Qctober 8, 2008, to enhance their liquidity position in the face of the turbulent credit and bond markets, FirstEnergy Corp. (FirsiEnergy) and
its subsidiaries, FirstEnargy Salutions 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 becoma parties lo the Facility from
time to tima. Under the Facility, FGCO is the borrower and FES and FirstEnergy are guaraniors.

Generally, the Fagility is available to FGCQ until October 7, 2009, with a minimum borrowing amoun of $100 million. Each borrowing will
mature 30 days from the dake of barrowing (or, if earlier, on October 7, 2000), excluding any "blackout periods” agreed upon by FirstEnergy and
C$ for the purpose of issuing registerad or Rule 144A securities. Blackoul periods will commence on the first day following the end of a fiscal
guarter of FirstEnergy and shal! end not later than two days follawing 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 indebledness under other revolving credit or term loan
credit facilities of FirstEnergy and its subsidianies.

Borrowings under the Facility may take the form of alternate base rate loans or Eurodollar rate loans. Qutsianding alternate bese rate loans will
bear inlerast on each day at a fluctuating rate per annum squal 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 delermined on
the basis of FirstEnergy’s and CS's applicable credit default swap spread. The intarest on alternate base rate loans will be payable quarterly in
arrears on the last business day of each quarter, on the maturity date of the loan, on the date such alternate base rate foan would be converted
to 2 Eurodoilar rate loan and on the date such loan is paid in full. Qutstanding Eurodoliar rate loans will bear Interesi for interast petiods 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 defarmined on the basis of
FirstEnergy's and C8's applicable credit default swap spread. The intarest an Eurodollar rata loans will he payable on the last day of each
interest period far such Eursdollar rate [oan, on the maturity date for the loan, on the date such Eurodollar rate foan would be converted to an
alternate base rate loan and on the date such loan is paid In full.

In additian, 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 ather period starting with the date of the
Facility or at the completion of the 364 day availability pariod or the date on which the commitment of such lender would expire or be terminated,

The loans under the Facility are subject 1o mandatory prepayment if FirsiEnergy or any subsidiary incurs or issues debt for borrowed money
owed to, or issues equity to, a parson other than FirstEnargy 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 resultin & mandatory prepayment.

In addition 1o customary condilions precedent to borrowing under the Facility, FGCO must issue lo the administrative agenl for its benefit and
the benefit of the lenders, a first morigage bond pursuant to its General Mortgage Indenture and Dead of Trust dated as of June 19, 2008, to
The Bank of New York Trust Company, N.A. (FGCQO Mortgage). It is a further condition that the aggregate outstanding amount of bonds issued
under the FGCO Mortgage must not exceed 0% (or such higher percentage as may be agread to by CS) of the lesser of the cost or falr value of
all property additions (as determined in accordance with the FGCO Mortgage). Also, cerlain exisling cradit facilities of FirstEnergy and its
subsidiaries must be drawn in full, and FirstEnargy must engage an investment bank satisfactory to CS fo publicly sell or privately place debt or
equity securities of FirstEnergy ar any of its subsidiaries, the proceeds of which would be used to provide funds for the prepayment in fulf of the
loans and termination of the Facility.

The Facility contains customary events of dafault, including, without limitation, defaults relating 1o or arising from non-payment, breach of
cavenanis, inaccuracy of representations and warranties, cross-defaults to other indebtedness {including the ocrurrence of an event of default
under the FGCO Mortgage), bankruploy and inspivency 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 confinuing, CS may declare the commitment of each lander to make
loans 1o be terminated and declare the unpaid principal amount of all outstanding laans and interests accrued under the Facllily 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, incduding limitations on the ability to sell, lease, transfer
or dispose of assals, to grant or permit liens upon properties to secure dabi, to merge or consolidate, o enter into any prohibited transactions
as defined in the Employee Retirement income Security Act of 1974, o use the proceads of any borrowing for prohibited purposes or to make
certain payments on, or reduce or terminate the lending commiiments under, certain other indebtednaess. Also, FirsiEnergy must maintain a
debt tc 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 cerlain terms of the Facility and is qualified in its entirety by reference to the Facility, which
FirstEnergy intends fo fils as an exhibii to its quarterly report on Form 10-Q for the quarter ending September 30, 2008,

For a more complete discussion of the liquidity position of FirstEnergy ard its subsidiaries, see FirstEnergy's letter o the investment
community filed by the registrants with the SEC on Form 8-K on Oclober 9, 2008.

Forward-Looking Statements: This Form 8-K includes forwarddcoking statements based an information currently available to management.
Such statements are subject to cerlain risks and uncertainties. These statements include declarations regarding management’s intents,
beliefs and current expectalions. These statements typically cantain, but are not limited to, the terms "anticipate,” "potential,” “expect,” ‘helieve,”
“estimate” and similar words. Forward-looking statements involve estimates, assumptions, known and unknown risks, uncertainties and other
faclors that may cause aclual resulls, performance or achievements to Hbe materially different from any future results, performance or
achievements expressed or implied by such forward-looking statements. Actual results may differ materially due to the speed and nature of
increasad compstition in the slectric utility industry and legisiative and regulatary changes affecting how generation rates will be determined
following the expiration of existing rate plans in Chio and Pennsylvania, the impact of the PUCO's rulemaking process on the Chio Companies’
Eleclric 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 commadity market prices and availability, replacement power costs being higher than anticipated or
inadequately hedged, the continued ability of FirstEnergy's regulatad ulilities to collect iransition and other charges ot to recover increased
transmissian costs, maintenance costs being higher than anticipated, other |egislative and regulatory changes inciuding revised environmental
requirements and possible greenhouse gas emissions regulation, the impact of the U.S. Court of Appeals’ July 11, 2008 decision o vacate the
CAIR rules and the scope of any laws, rules or regufations that may ultimately take their place, the uncertainty of the timing and amaunts of the
capital expenditures neaded to, among other things, implement the Air Quality Comptiance Plan (including that such amounts could be higher
than anticipated) or levels of emission reductions related to tha Consent Decres resolving the New Source Review iitigation 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 ovérsight by the Nudear Regulatory Commission including, bui not limited fo, 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 ganeration supply plan flling for the Ohle Companies and the successful
resolution of the issues remanded 1o the PUICO by the Supreme Court of Ohio regarding the Rate Stabilization Plan and the Rate Certainty
Plan, including the recovery of deferred fue!l 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 sirategic goals (inciuding
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 condifions affecting the registrants, the state of the capital and credit markets
affecting the registrants, and the risks and other faciors discussed from time to fime in the registrants’ SEC filings, and other similar
factors. The foregoing review of factors shoutd not be construed as exhaustive. New factors emerge from time to time, and it is not pessible for
management to predict all such factors, nor assess the impact of any such factor on the registrants’ business or the extent 10 which any factor,
or combination of factars, 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 annuat period depend on circumsiances considerad 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

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

QOctober 15, 2008

FIRSTENERGY CORP.
Registrant

FIRSTENERGY SQLUTIONS CORP.
Registrant

Is/ Harvey L. Wagner
Harvey |.. Wagner
Vice President, Controller
and Chief Accounting Officer
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| Industry Report Card:
U.S. Electric Utility Industry Faces R131ng Costs, ¢
But Credit Quality Should Hold

Industry Credit Outlook

Standard & Poor's Ratings Services expects credit quality for the LS. electric utility industry to withstand several
challenges in 2008 as companies continue a protracted buildout of needed infrastructuce. 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 oumumbering downgrades by a count of 30 to 24 in
2007. Negative outlooks are outpacing positive outlooks by a narrow margin, excluding merger-related activity.
Notable deals include the Grear Plains Energy Inc./Black Hills Corp. /Aquila Inc. transactians, the proposed sale of
Puget Sound Energy Inc. to a consortium of private investors, and Spanish utlity Iberdrola 5.A.'s bid for Energy
East Corp.

Regulators' decisions concerning preapproval mechanisms for recovering plant construction casts 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 {llinois and Maryland. .

The national and global debate over global warming will continue far beyond 2008. What the ultimare outcome will
be is cloudy right now, but legislation addressing carbon emissions and other greenbouse gases is extremely
probable in the near future. What is clear is thar electric urilities’ 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, 2067 ' 2
ke QAT normission See Terme of Lsa/Disclgimer oa the (asT oane. : ;-
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Issuer Review

Company/Rating*/Comments, “.... .- 00 ' — Analyst

AEP Texas Central Co.( B38/Stable/--)

See Amesican Electric Power Co. Ing. Todd

: : Shipman

AEP Texas Nerth Ca.{ BEE/Stable/--)

See American Electric Pawer £a. IRe. Todd
Shigman

Alahama Power Ca.{ A/Stable/A-1) -

See Southern Co. Dimitsi
Nikas

Allagheny Energy Inc.| BBB-/Stable/A-3}
We will monitor Atlegheny's transmission canstruction grogram and tha recantly aropased POLR power-pracurement plan that would be Geerit
implemented i 2011 after the existing mlan expires in 2010. There is no time limit within which the Pennsytvenia PUC naeds to issue a Jepsen
decision. Trailing 12-month cash flow finencial measures are adequate for the aggressive financiat risk profile. Adjustad FF) to total debt '
was 17.5% and FFO interest coverage was 3.8x, both as of Sept_ 30, 2007, Adiusted debt leverage remaing high for the aggressive prafile,
but net cash flow to capital spending exceeds 100%, indicating that FFO minus dividands exceeds capital spending for the 12 months ended

~ Sent. 30,2007. Free operating cash flow was $80 milfion for the same period.

Allegheny Energy Supply Co. LLG| BBB-/Stable/--)

Standard & Poo'r’s-RatingsDirect | December 19, 2007 4
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CQ@& Allegheny Erergy Inc. ' Gerrit

Y

Jepsen

ALLETE Inc 8BB+/Stable/A-2) ‘

Because a material portion of ALLETE's cash flow comes from its real estate cperations in Florida, a prulonged dawnturn in that markst Gerrit
could weaken cash flow measures such as FFO ta total debr, which was 19% for the 12 manths ended Sept. 30, 2007. However, the Japsen
intermediate financial risk profile is bolstered by significant cash an hand and adjusted debt tevarage of 49%, which is adequate for the

rating. .

Alliant Energy Corp.{ BBB+/Stable/A-2)

In the naar term, we are monitoring Intarstate Power & Light's sate of its transmissian assats ta (TG Holdings for about $750 million. Sale  Gerrit
proceads can be used 1o build three new wind farms by the end of 2008 and two pulverized coal plants by year-end 20%3. Cash flow metrics  Japsen
are currently strong for the rating, with adjusted FFQ/debt at 33% and wtal debt to tutai capital of 43%, but these ratios mey weaken ag

spending starts on the proposed largé canstruction projects.

Alliant Energy Resources Inc.| BBB+/Stable/A-2)

See Alliant Enargy Corp. Gerrit
Jepsen

Ameren Corp.| BBB-/Stable/A-3)

On Aug. 25, we affirmied our ratings on Ameren and its subsidiaries and removed them fram CreditWatch after the Hinois govemor Barbara
assigned into law under which Ameren’s Iinois utilities, Commenwasith Edison, and certain merchant generators will provide a total of 31 Eiseman
biffian in rate relief over four years to tha state’s electric customers. in addition, the law creatad a state agency, the tHlinois Power Agency,

which will agminister the power-procurement process on behatf of the stata’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 milfion of the $1 billion.

Whilg the financiat impact is manageable. Ameren’s ratings are more a function of the 2pparent indifference by stata leaders 1¢ the

financial health of the state’s utiities during the dzbate over the leval of rates that had been determined in accordance with the 1997

restructuring law. This debate raises the praspect of future uncertainty if electric rates again climb to politically unaccaptabie levels.

Accordingly, constnictive responses 1o recently filed electric and gas rates cases that Jift subpar samed retims and eshanca rash flows

will be critical to restoring the utilities’ financial haalth.

American Electric Power Co. Inc. BB8/Stable/A-2)

AEP faces an almiast canstant cycle of regutatary proceedings in ane or more of the 11 states in which it aperates. as weil as at the federal  Todd
level. The mostly coal-burning company has spent a lot of meney on envimnmental compliance and plans to spend more on new generation, Shipman
a massive undertaking that hieightens eperating and ragulatory sk and couid passibly erode AEP's generation cost advantage. Longer-term
challenges include, most prominently, the praspect of elimate change legislation and its sffect on AEPs existing rasources and plasning

dacisions, and the svolving state of the regulatory compact in Jivio.

American Transmission Co.| A+/Stable/A-1}

The stable outiook reffects the expectation that ATC will maintain its financial measures during the implemantation of its large capital plan. Gahe
For the 12 months anding Sept. 30, 2007, adjusted FFO to debt was 20% and FFO interest coverage was 4.7x, ATC oparates under the Grosberg
FERC’s jurisdiction, which provides for a constructive regulatory environmant, This includes prospectively setting rates with annuaf true-ups,

praviding a return on construction work in grogress, and autharizing a high ROE{12.2%).

Appalachian Power Co.{ BBB/Stable/~}

See American Electric Fower Co. Inc, Todd
Shipman

Anguifa Ing{ 3+/Watch Pos/-)

‘We are monitoring the pending sate of 100% aqumia common stock to Great Plains Energy inc. and forthcarming regulgtory decisions Gerrit
related to acquisition. Also, Aquila's capital spending program includes an interest in the proposed latan || caal unit that could further Jepsen
pressure already weak aperating cash flow during construction, which we expect to axtand through 2010 and could rasult in Higher debt

levels. Cumently, cash flow measures are agequare for the rating, with adjusted FFO/iotai debt at 2bout 5% and FFO interest coverage

around 1.7x.

Arizona Public Service CoJ BGB-/Stable/a-3)

See Pinnacte Wast Capital Corp, ‘ Anng .
’ Selting
Atlantic City Elactric Ca. BBB/Stable/A-2) .
See PEPCO Holdings (nc. Garrit
’ ) Jepsen

www standardandpaers.cem/ratingsdirect ‘ o ]
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Avista Gorp | BB+/Fositive/B-1)

The cnmpletmn of the Avista Energy sale last sumimer has lmpruved the company's consuhdated business risks, which, couplad with Anne
Expectations in improvement in the company's financial performance, could be sufficignt to resuit in a ratings improvement. A slightly Salting
below normal hydre year has suppressad cash flow matrics, as has the need to update fuel and purchased power costs in base rates. FFD tp ;

debt and interest were 15.8% and 3.0x, respectively as of Sept. 30, 2007, with leveraga at 58.6%. The company recently announced ithad .
reached a rate case settlement for gas and ateciric rates inits Wastiingtan service areas, which is the company's largest market, If

approved by the cammission, tha campany’s credit metrics should improve madestiy in the next 12 mnn‘ihs The utility faces large maturities

in 2008, but we expect it 1o be able to refinance its obligations in the capital markets.

Baltimare Gas & Electric Co.{ BB3+/Negative/A-2}

Fatings reflect BGES affiliation with Constellation's noaregulated companies, BGES cash fiow represents fess than 30% of the Gabe
consolidated cash flows. The neoative outiook reflects the weak consolidated financial measures for the rating. For the 12 months ending  Grosberg
Sept. 30, 2007, consolidated adjusted FFD to debt was helow 20% and FFQ interest coverage was 3.5x. On Oct. 31, 2007, Constallation

annourced a share repurchase far up to $1 billion,

Black Hills Corp.{ BBB-/Stable/--)

In the pending acquisition of Aquita's non-Missouri utility assets for $340 million, we are montiaring raguiatory outcomes and the Gerit
company's financing of the acquisitian. Black Hills has indicated that a combination of common stack, mandatory convertible securities, Jepsen
holding company debt, and intemally generated cash will be used. We are also closely watching results at unvegulated aperations for
quality-of-reserve issues at the company's E&P segment. Financial measires are currently adequate for the rating, with adjusted FFO ta

total debt at 23.6% for the 12 months ended Sept. 30, 2007, and adjusted debr to total capital was 45%.

Black Hills Power lnc.{ B85-/Siable/-}

Sea Black Hills Com. _ Gerrit
) Jepsen
Carolina Power & Light Ca d/h/a Progress Energy Carclinas Inci BBB+/Stahle/A-2)
See Progress Energy Inc. Dimitri
Nikas
CenterPaint Energy Houstan Electric LLC{ B3B/Positive/--)
See CanterPaint Enargy Inc. ' Dimite
, : Nikas

CentarPoint Energy Inc.| BBB/Positive/A-2)
Centerfoint's credit prafile cantinues 16 benafit from significant relianca on low aperating risk regulated operations for electricity Dienitri
distritution that tack commodity exposure and gas transmission operations, The company's generaily canservative grawth strategy canbe  Nikas
seen In the careful approach to expanding and funding its gas transmission operations, Leverage cantinues ta be high, but financial
performance should benefit in 2008 85 the company completes the third phase of expanding the 1.5 bef Carthage-to-Perryville pipefine,
completes constuction of the new Southeast Supply Header, and cantinuas to expand its Houston distribution operations’ satisfactory
. customer growth. While the company is warking thraugh some regutatory challenges in Minnesata to recover previously incurred gas costs,
the recent requiatory approvals in Arkansas and Texas are favorable for eredit quality.

CenterPoint Energy Resources Corp.| BBE/Fositiva/--|

See CenterPaint Energy Inc. : Dimitri
‘ Nikas

Centrai Hudson Gas & Electric Corp A/Stable/--)

Parent CH Energy's credit ratios are somewnat weak for the currant rating with FFD interest coverage of about 4.2x, FFD to debt of 15%,  John
and debt to capitat at 59%. The campany's eamings ang cash flow generation should remaint weak throtgh the first quarter of 2008, dug toe  Kennedy
the winter heating ssasan, consarvation efforts, volatile commodity prices, and additional investmants in Central Hudson and the

nonregulated subsidiaries. Central Hudson's three-year rate agreement, approved in July 2008, includes a 354 miflion increase in electric

revenues and 514 million increase in gas revenues, Soncurrent with the rata agreement, the commission authorized an ROE of 3.6%, which

i5 materialty lower than the previous 10.3%. The increased revanues are requiredt to caver increased aperating costs, particularly pension

and other postemployment henefits, and infrastructure improvements, CH Energy has invested $25 miliion for various energy-ralated asseis

as part of its plan to buiid a portfolis with the proceads from the sale of its generating facilities in 2001.

Central linois Light Ca.| BB/Positive/}

See Ameren Corp. - Barbara
Etsemaa

Cantral Illinois Public Service Lo BB/Positive/--}

Standard & Poor's Haimgsﬂsrsct | December 19, 2007 ) 6

e ittt S%PY5 permssion. Ses Teits of Lise/Disclaumer on the last page.




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

”@e Ameren Corp. Barbara

Eiseman

Central Maine Power Co.f BBB+/Negative/--J
See Enargy Fast Corp. _ John
Kennedy

Central Vermant Public Service Corp.{ BB+/Stalla/-}

Qn Nov. 30, 2007, the company reached a settiement with the Vermant Departmant of Public Service for 8 24% ratw increass, The hike,  Barbara
which the Vermant Pubtic Service Board must apprave, falls short of the 4.46% increase originally sought by the utility, and will enly Fiseman
madestly lift the campany’s sumewhat weak financisl parameters. Meanwhile, the more significant consideration for the cradit quality of

CVPS witl be the outcome of the pending alternative regulation plan, filed by the company in August 2007. implementation of certain

mecharisms, such as a fuel-adjustment clause, would enable the company to recoup fuel and purchased-power costs in 2 mare timely

fashion and could laad te more substantial financial improvement,

CILCORP Ine.| BB/Positive/ -

See Ameren Corp, : Barbara
Eiserman

Gleco Corp. BBB/Sable/~-)

Cleca's credit profile is dominated by the construction of the §1 billion, 600 MW Rodermacher Unit 3 ganeration facility that wilt address - Dimityi
Cleco Power's shortfail in owned generation, currenty fillad through short-term pawer purchases, and will provide some diversificatian Nikas
away from natwal gas. Cleco issued $158 million of equity to finance part of Rodemacher in Jate 2006. An interim regulatory rato plan

allaws recovery of 75% of the financing costs in rates. Cleca's fiquidity is strang, given that the company received 385 million for the

terminetion of priority and guaranteed payments when the sale of Caipine's 50% interest in Acadia to Cajun was complete. Alse, in

September 2007, the LPSEC approved & financing crder [abour $187 millien) that allows Cleco to securitize both the unrecoverad costs of

restoration from Hurricanes Katrina and Rita as well as a restricted storm reserve of $50 million to be available 1o fund future storm

restorafions.

Q Cleco Power LLC( BEB/Stable/-
See Cleco Corp. Dirmitri
Nikas

Cleveland Electric {luminating Co. 800/Negative/-)
See FirstEnergy Carp. Todd
Shipman

CMS Energy Corp.{ BBB-/Stable/A-3)

CMS’s business profile has improved due to some nonreguiated asset sales. Also, the company's financial profile has improved as. sale John
proceeds will be usad to reduce debt. CMS's announcement regarding the purchase of a 384 MV power plant from L3 Power Group doesn't Keanedy
affect the rating on the company. The transaction supports CMS's Balanced Energy Imtiative, which is reflected in curment ratings. Capital

spending will be heavy at Consumers Energy in 2008 as the company considers spending on advanced metering, distribution reliability,

enviranmental expenditures (e.g., suffur dioxide remediation and the potertiat for federat carbon dioxide legisiation), and the potential for a

new generating plant. .

Columbus Sauthern Power Co.| BIB/Stable/--)

See American Electric Power Ca. Inc. Toad
Shipman

Commonwealth Edison CoJ BE/Positive/B)

The ratings on Comed reflect its stand alone credit quakity following the pobitical events of 2006 and 2007. On Aug. 29, 2007, we affirmed  Gahe
the rating on ComEed, rernaved it frem CreditWatch, and assigned a positive outlack, follgwing the Iilinois governor signed inta law the GGrasberg
settlement agreement that wilf provide for $1 biliion in rate relief over the next four years, ComEed's cash flow constitures 15% t 20% of

Exelon’s conselidated cash flow. The rating for ComeEd remains four natches below its parent’s rating due to the ongoing political rhetoric in

Wingis. On Oct. 17, 2007, ComEd tiled for a distribution revenie incrsase of $361 million, for which a decisian is nat expected bafore

Septamber 2008.

Connecticut Light & Power Co.| BBB/Stable/")

See Northeast Utlities ' Jobn
Kemnedy

:onnecticut Natural Gas Corp.{ BBB+/Negative/--} :

See Energy East Corp. ‘ Jofin
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Kennedy
Consolidated Edison Co. of New York Inc.| &/Negative/A-2)
Sea Consolidated Edisen Inc. John

Kennedy

Consglidated Edison lnc.| A/Negative/A-2)

Financial ratios remain weak due to a regulatory lag associated with the company's capitel program, higher levals of debt, and spending  Jehn
related 1o the outages incurred in the summer of 2005. Wa expect financial measures to continge to improve, given subs:dlary Consalidated Kannedy
Edison Co. of New York's rate increase of 5220 million in 2007, tmplicit in the current rating i our expectation that rate increases through

2008 will be sufficient to improve FFQ to debt 1o aver 16% and FFO interast above 1.5%. _

Consumers Energy Ca.| BBB-/Stable/--)

See CMS Erargy Corp. ' © Jahn
. Kennedy

Daytan Power & Light Co.{ BBB/Stable/--}
See DPL inc. Todd

' Shipman
Delmarva Power & Light Ca.| BB5/Stable/A-2)
Ses PEPCT Holdings Inc. Gerrit

Jepsen

Detrait Edison Co.| BBB/Stable/A-2)

See DTE Enecgy Co. John
Kennedy
Bominion Resources Inc.{ BBB/Positive/A-2)
Lower gas prices and mild weather have lowered fuel-related expenses, which were not fuliy recoverable through mid-2007 and are Tadd
deferrable thereafter. The company has sold most of its exploration and production {E&P} assets. The company used sala procaeds in partta Shipman
achigve financial measures that suppart credit quality. The E&P sales, along with sregulation in Virginia, have impraved business risk.
Liguidity concems have receded. .

OPL Inc.( BBR/Stable/-

DPL's focus on its core efectric utility aperations, which include pnmarlllf coal-fired base load generating gssets, has helped to reduce Todd

business risk. With regard ta the legislative and requlatary uncertainty in Ghia, DPL has stated that it would like ta extend its currant RSP Shipman
which expires two yaars later than the ather thres utilities in 2010. While the company has significant capital expenditure needs aver the

next two years, a large portion of the spending pragram has been complated, and as a result financial metrics should continue to imprave,

FFQ interest coverage was 4.5x and FFO/debt wag 22.2% for the 12 months ended Sept. 30, 2007.

DTE Eaergy Co.| BBB/Stable/A-2)

DTE's improverment in its business risk profile stems from setling a significant portion of its nonrequlated businesses. We anticipate John
requiated units to represant aver 0% of the total business mix, up from a historicat average ot atout 70%. Still, we expect the weak local  Kennedy
ecanomy and service territory to challengs the company’s effarts to improva financial strength.

Duke Energy Laratinas LLG! A-/Stabie/A-2}

See Ouke Energy Corp. . Dievitri
Nikas

Duke Exergy Corp.{ A-/Stable/A-2) -

Duke Energy Carolinas received NCUC approval far a settiement reached with intervenars regarding its June 2007 rate filing. While the Dimnitri
settisment will raduce base rates by $287 mittion annuaily, such reduction is partly mitigated by the ability to recover 58% of Nikas
merger-reiated cost savings dusing 2008 totaling $30 million while providing a refund of 42% of such costs dver the next three years.

Furtharmore, the campany will have to capitaliza expenses ralated to the Clean Smakastacks legisiation in excess of $1.05 billion for

recavery through a rate case filing. The decision raflects an RGE of 11% on a capital structurs of 53% equity and 47% debtand should

provide rate certainty over the next three years as the company pursues 3 large capital spending program ta address load growth and
gnvironmantai campliance. Guke Energy Ohio is still awaiting reselution of how tha regulatory landscape will avolva after its cate

stabiiization plan expires at year-end 2008, providing some uncartainty, whila Dike Energy Indiana racaived approval to build a 630 MW

imegrated gasification combined cycle plant that is estimated 16 cost ahout 52 billian, While the cunsolidated financiat profile ramaing

robust for the 12 manths ending Sspt. 30, 2007, with intersst coverage of 5.9x and FF{l/total debt af 3%, the significant capita! spanding

program will necessitate ongaing constructive ragulatory refationships ta avaid increases in business risk and ta preserve the financial

prafile. O

Standard & Poor’s Ratmgsﬂirect } December 18, 2007
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" Duke Energy Indiana Ine. A-/Stable/A-2)

Ses Duke Energy Corp. ' ‘ ’ Dimitn
Nikas
Duke Energy Kentucky inc( A-/Stable/--
See Duke Energy Comp. Dirmitrt
Nikas
Duke Energy Ohio Inc.( A-/Stabie/A2) .
Sea Duke Ensrgy Carp. _Dimitri
o Nikasg
Duuesne Light Co 85B-/Stabla/-) ; .
See Duquesne Light Heldings Inc. Gemit
. Jepsen

Duquesne Light Holdings Inc| BBE-/Sizble/-)

Frivately held Duquesne has been streamfining its operations dawn to a T&D electric utility and affiliates serving elactricity custamers. We  Gerrit
will monitor ongoing financial parformanca and cash flow stability. After adjustments and on a consolidated basis, total debt to total Jepsen
capital, FFQ to total debr, and FFO interest coverage are adequate for the rating.

£.ON U.5. LLC| BBB+/Stanle/-} '

EON U.S.'s two utilities in Kentucky perferm well, with low costs, a teasonable regulatory environment, and high customer satisfaction Todd
ratings. A sizabile portion of capital spending on emvironmental compliance uparades has been mostly completed, althaugh significant Shipman
environmental costs still remain. The agreement ba terminats its Big Rivers lease agresment will have a positive impact on the company's

business nsk, Parent E.ON AG continues to support EON U 5., which is impoetant for ratings stability.

Edison International BBS-/Stabia/-)

Ediscn Internatianal has produced sound consolidated credit metrics year to date due ta good pricing and operational parformance atits the Anne
unregulated merchant operations owned by Edisan Mission Energy and cantinued solid cash flows at Southem Califarmia Edisan (SCE, Selting
which provides about 75% of cperating cash flows. Consolidated FFU to debt and interest coverage were 12.5% and 3.4x respectively, as of

Sept. 30 with leverage at 63%. In November, the utility filed 2 general rate case for 2009 through 2011, requesting a 6.2% increase in

overall rates (a 16.2% increase in hase rates) to support its farge capital grogram. The case should be decided at the end of 2008, Also

pending before the California Public Utilities Commission is the company's 2007 cost of ezpital filing. A recent dralt decision supports no

change in the cornpany’s 11 8% ROE.

El Fasg Electric Co. [ BBE/Stabie/-| : ,

Credit ratios remain strong at £ Pase Electric. Adjusted FFD 1o mtal debt was 22.6% and adjusted FFD to interest coverags was 5.0x during  Antonio
the 17 months ended Sept. 30 2007. The company has enjoyed a geod year, heiped by custormer grawth, increased coailing degree days, and  Bettinehi
oit-system sales driven by improvad operations at tha Pale Verds nuclear plant. In July 2007, the New Mexico Public Regulation

Commission approved an increase of $5.8 million in base rates--the utifity had requested $13.1 million, an elimination of the cap an 10% of

its fuel 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 Go{ BRB-/Stadle/A-3)

The company's relatively heavy construction program will continue to constrain its financial condition. Therefore, continued conservative  Barbara
financing, the return ta servica of its Ashury Generating Station in February 2008, and constrictive reguiatary treatment, including sufficient Eiseman
amounts of rate relief, will be assential to support key financial metrics at levels suitabls for current ratings. The company has filed 2

request with the Missauri Public Service Cammissian for a 534.7 miflion {10.11%j rate hike and a request to adopt & fuet-adjustment

mechanism, which would allow the company to recoup:fire! and purchased power costs sooner. A final commission decision is expectad in

the falt of 2008. Adjusted financial matrics for the 12 months ended Sept. 30, 2007 were adequate for the rating level, with FFQ interast

coverage of 4.2x, Fr0 (o total debit of 17.8%, and tcval debt o total capital of 36.1%.

Energy East Corp.| B3B+/Negative/A-2)
Tha FERC racently aporaved the acquisition of Enargy East by Iberdrala S.A. When the deal closes, Energy East will accourt for agout 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
Enogex Inc B3G+/Watch Neg/-)
See OGE Energy Corp. Todd -

: : ) Shipman

Entergy Arkansas Inc.{ BB8/Watch Dev/-)
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See Entengy Corp, Dimitri

Nikas .
Entergy Corp.; BBB/Warch Dev/~) :
We placed the ratings on Entergy and its subsidiaries on CredltWatch with developing implications after the company announced its plans  Dimitri '
to recapitatiza its merchant nuclear generation assets by issuing about 34.5 billion of debt and spin off the assets through a tax-free Nikas
transaction. The CreditWatch listing raflects our concemn about the amount ang use of any proceeds from the propssed spin-off and
uncartainty regarding Entergy's financial risk profile and dsbt Jeverage post-transaction, which we expected to close by third-quarter 2008.
Meanwhile, Entergy continues to pursue actions that suppart the utility cradit profiles, such as securitizatian of storm costs in Texas and
Louisiana, However, the company faces seme challenges, such as the successfut implementation of the system agreement under which
system costs must be zqualized within a band, as well as the successful separation of Entergy Guif States into bwo distinct entities in
Texas and Louvisiana.

Entergy Gull States Inc.| BBB/Watch Dev/--}

See Entergy Corp. ‘ Dirnitri
' Nikas
Entergy Louisiana LLC{ BBE/Watch Dev/-)
See Entergy Gorp Dimitri
‘ Nikas
Entergy Mississippi Inc.{ BBB/Watch Dev/--)
See Entergy Corp. Dimitri
Mikas
Entergy New Orleans Inc.( BBB-/Watch Dev/-)
See &ntergy Corp. Criemiri
Nikas

FirstEnergy Corp.{ BEB/Negative/--]

The comgany’s operatiag performance has been satisfactory, but persistent doubts on nuclear aperations were confimed recently witha  Todd

“seram” [shutdewn) and feedwater pump problams at the Perty plant that prompted an NRC special inspaction. Legislative and rsgulatory  Shipman

attention in Chio on rates and the post-2008 market structura in Chio harbor significant risk. Financial metrics and liquidity have improved '
as substantial debt was paid down in previous years, but share buybacks and capital spanding have stalfed the trend. The share

repuichases have bruised credit metrics and quashed upward rating momentum, Gommmmg ta a market-based futura for its genarating

assets could dampen credit quality.

Ftorida Power & Light Gof{ A/Stable/a-1}

See FPL Group Inc. ' Todd -
Shipman

Florida Power Corp. d/h/a Progress Energy Florida Inc.| BBB+/Stable/A-2) ,

Ses Progress Energy Inc. Dimitri .
Nikas

Forida Prograss Corp.{ EBB+,!Stahl9/ -

See Progress Energy inc. Dimitrd
Nikas

FPL Group Inc.f A/Stable/-)

FPL Group’s ratings and stahility rests on the strength oFits utility operations at Florida Power & Lght (FPALL). The integrated utifity isthe  Todd
main contributor to the groug's earmings and cash ftaw, and its strong business profile centers ¢n a censtructive regulatory anvironment and  Shipman
a very healthy service territory. Targeted growth in the unrequiatet wholesale energy business, a high-nsk merchant energy portfolio, and

an appetite for acquisitions hamper credit quality. Financials are somewhat wesk for the ratings as well, but have been improving. Florida

ragulatars’ decision to reject a proposed clean-coal plant sent a conflicting message to the utility and its bondhofders as to the direr.'nnn of

public poficy an new generation, and will exacerbate FP&Ls depandanice on natural gas ta graduca electricity.

Georgia Power Ca.l A/Stable/A-T)

See Sgutheen Co, . ‘ Oimitri
' Nikas
' Great Plains Eneryy Inc.( BBB/Watch Neg/-| I

The CreditWatch on Great Plains reflects its attempt to purchase 100% of Aquila’s common stack. If Graat Mains obtains adequate and Gabe

Standard & Poor's Ratmgleract | December 19, 2007
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timely recovery of all ensts {including total debt costs at Aquila} and the regulaters werk with the utilities to prevent material cash flow Grosherg
degradation during the subsidiaries’ joint capital pian, Standard & Poor’s would remove the ratings from CreditWatch with negative

ungitcations, would likely affirm the 'BBB' corporate credit rating, ard assign a negative gutlosk. The negative outlook would reflect the

potential for credit metrics to deteriorate during the ongoing capital-spending cycle. if Great Plaing goes ahead with the Aquila acquisition

without abtaining the appropriate aforementioned regulatory safeguards, and assuming the company makes na other compansating

changes to its plan, we would lower our long-term ratings on Greay Plains to "BBB-' with 3 stable outlook.

Green Mountain Power Corp.| BBB/Siable/--)

in Jung 2007, we affirmed the ratings on Green Mountain and ramoved them fram Craditatch with positive implications, where they were Barbara
placed or June 22, 2006 after the anncuncement that Northarn New England Enerqy Corp.. a subsidiary of Gaz Metro inc., would purchase  Eiseman
*he company for $187 million. Green Mountain will account for just 12% of oo forma revenug and EBITDA. Thus, the ratings on Grean

Mauntair reflect its stand-alone credit arofile, which is presently at the 'BBE’ carparate cradit rating level. Daspite a challanging ragulatary
environment, Green Mountain has demonsirated an ability to effectively manage its relationship with regulators. An excellent business risk

profile should provide the company witlr the basis 1o maintain its current financial condition.

Gulf Power Co. A/Stable/-}

See Sauthemn Co. ' o Dirnitri
“Nikas
Hawaiian Electric Co. Inc.{ B88/Stable/A-2)
See Hawaiian Elsctric Industries Inc. . A Apne
Selting

Hawvaiian Electric Industries Ine.| BBR/Stabla/A-2)
Cash flow metrics have weakened in 2007 due to the need for utility rate relief. Potential for improvement is passibie in 2008 if final rate  Anne
retief decisiens are timaly and sufficient. In Octoher 2007, the Hawaii Public Utilitiss Commission approved a September settlement in Selting
Hawaiian Electric Co.'s (HECQ) rate case, granting it $70 million in interim raiief in its general rate case. The approximate 5% increase is
belgw the company's $59 miklion request and is subject ta refund pending a final ruling. The commission also in October finally moved to
issue a ruling in the company's 2006 rate case award, providing it with approval for a $34 million rate incraase. Secausg this is lower than
g the amount awarded on an intarim basls in 2005, the campany will be required to refund $15 million in 2008, Maui Elsctriz Co. alsa has a
pending raquast for $19 million in rate relief, or a 5.3% rate increase. An interim decision is not expected before sarly to mid-2008. -

IDACORP Inc.| BBB+/Negative/A-2)

Despite a 14% power cost adjustment incraase at hydro-heavy Idaho Power, persistent drought conditions on the Snake Rivar have resutied Antanio
in additiocnal deferred costs and further deterioration in eradit metrics, Adjusted EFD interest coverage and FFO to tetal debt for the 12 Bettinelli
months ending Sept. 30, 2007, stocd at 1.8x and 4.4%, respactively. The offset of amission credit sales against deferred power costs has

also sontributed to weaker operating cash flows although there is no ecenamic disadvantage. Leverage ramains close o that of similarly

rated utilities at 55.4% adjusted dabt to capital. The pending general rate case will te critical in maintaining the current rating and a

decision 15 expacted in the first quartar. The power-cost adjustment imechanism i ldaho allows for 0% of unexpacted costs to be passed

through over a 12-month period, causing temporarily weak cash flows.

(daha Power Co. BAB+/Negative/A-2)

See WWACGRP inc. ‘ Sntonia
. ) . ettineili

Ninois Power Co.[ BB/Fositive/--)

See Ameren Corp. - Barbara
Eiseman

Indiana Michigan Power Go.| dB8/Stabler-)

See American Electric Power Co. Inc. - ' Todd
Shipmman

Indianapolis Pawer & Light Ca. 88+/Stable/-]

See IPALCO Enterprises Inc. . , Barbara
Eiseman

integrys Energy Group Inc.( A-/Stable/A-Z}

On Nov. 13, 2007, we revised Integrys” avtloak te stalle fram regative. The revised outlook reflects Integrys’ progress to improve its fabs
financial and business prafite since its one notch downgrade following its merger with Peoples Energy. The improvements includs the sale  Grosherg
af its E&F business, the reduction of shart-term dabt, and its initiaf progress an the mesger integratian. On March 9, 2007, Peaples Energy

filed in Winois for 2 $108.8 million revenue increasa due to the overall continuing decling in throughput, higher operating expenses, and the

increased capital costs. The company last filed far a rate increase in 1995 and the lfinois comrmission will issue its order by Febr. 5, 2068.
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imernatianal Transmission Co.{ BRB/Positive/--)

See /TC Holdings Corp. ' Gabe .
, Grosherg

Interstate Power & Light Co. BBB+/Stable/A-2)

See Alliant Enargy Corp.  Gerrit
: Jepsen

IPALCD Enterprises Ine.( BB+/Stabie/--) _
Tha recent outlogk revisian to stable fram positive can be traced ta our viaw that parent AES Corp., which we characteriza as having a very Barbara
aggressive financial policy, may rety mare heawify on its subsidiaries to suppart its own expansion activities. Although IPALCO's financial  Eiseman
parameters have modestly improved (with adjusted FFQ interest coverage near 3x, FFO to total debt of about 14% and total delt to capital

of §7% {hased ar the use of poeling accounting), we de not expect them to continue to strengthen to levels that would be solidly

investment-grade quality.

ITC Holdings Corp.| BBB/Positive/--)

Tha rating on ITC Holdings HTC) reRacts its extellent business profile affset by its high debt leverage [70%). The FERC regulates ITC. and ~ Gabe
itsregulatory freatmant is constructive. This includes annual adjustments based on projected revenue requirements, authorizing a high A0E  Grosberg
{over 13%), and aliowing for a 60% equity comporent. On Jan. 19, 2007, 1TC announced its intention to acquire IP&L assets for $750

miltion, sebjact to requlatory approvals. As of Dec. 12, 2007, the Minnesota PSC remained the lone outstanding required approval.

Jersey Central Power & Light Go/[ BEB/Negatwef -}

See FirstEnerygy Corp. ' o Todd
Shipraan

Kansas City Power & Light Co{ BBB/Watch Neg/A-3)

Ses Great Plains Energy Inc., : John
Kannedy

Kansas Gas & Electric Co.) BEB-/Stable/--)

See Wastar Energy inc. Bartara
fiseman

Kentucky Power Co.| BBB/Stabls/--)

See American Flectric Pawer Ca. Inc. o Tadd
Shipman

Kemuchy Utilities Co.] BBB+/Stable/A-2) .

See EON US. UL Todd
Shiprman

KeySpan Corp.| A-/Stable/A-2)

Sea National Grid USA John
Kennady

KaySpan Energy Delivery Long Island| A/Stable/--} .

Sea National Grid LUSA : C John

. Kennedy

KeySpan Energy Delivery New York( A/Stabie/--} _

See National Grid USA - John
Kennady

Louisville Gas & Electric Co.{ BBB+/Stabla/-- :

Sea EONUS. LLC Todd
Shiprnan

Madison Gas & Electric Cod AA-/Stabie/A-1+

We will continue to moniter Madison Gas & Electric’s consiruction program for any significant cost increases and the affect on the uiility's Gernt

financial measures. Althaugh there is significant capital spending, we axpect cngeing supportive ragulauon evan if higher cooling-related Japsan

costs are ultimately incurred for the Qak Creek coal units. . '
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Massachusetts Electric Coi A/Watch NEQ/A -1)

See National Grid USA . John
Kennedy

Metropolitan Edison Ce.| BBE/Negative/--)

See Firstenergy Corp, Todd
Shipman

Michigan Consolidated Gas Co.| BBB/Stable/A-2)

Ses DTE Energy Co. ' _ John
Kenredy

 Michigan Electric Transmission Co.{ BBB/Positive/--) .

See [TC Holdings Carp. - Gerrit

Jepsen

MidAmerican Energy Co. A-/Stable/A-1)

MidAmerican Energy continues its stable financial performance. FFQ coverage of interest and debs for the 12 months ended March 31, 2007 Anne
was 4.7% and 26%, respactively. Adjustad debt to total capitalization was 48% as of tha sams data. The campany's rate settiemeant in lowa  Selting
extends thraugh Bec. 31, 2011, The rate sattlement does nat incorporate a fuel-adjustment clause, which may be prablematic given

increasing fuel costs, but this is mitigated by 2 largely stablg coal-fired asset base and the ability to request 2 rate increase should the

actual earned lowa jurisdictionai ROE falls below 10%.

MidAmetican Energy Holdings CaJ A-/Stable/--) ' ' )

MEHC’s strang credit ratings rePlects the explicit ang implicit suppert afforded to it by its parent, Berkshire Hathaway Int, Anng
{AAA/Stable/A-1+), which holds B3% of MEHC's common voting stock. Berkshire has provided MEHC 2 $3.5 billion equity commitment Seiting
agreement that expires in March 2011, Without Barkstirg's suppart, MERC's cument aggressive financial prafile, while steadily impraving,

would suppert a rating that is in the low 'BBB" category. For the 12 months ended Sept. 30, 2007 MERE's FFD coverage of interest and debt

stood at Z.6x and 11.93%, respactively. Consclidated MEHC debt to tatal capitafization has improved to 66%. MEHC relies on its aight

business platforms for distributions tg pay debt service. Wile the averall quality of cash flow is adequate for the rating, in 2007 and 2008

the sgurce of cash ftows will be corcentrated and noarequlated operations will be important sources of distributions.

Midwest independent Transmission System Operator Inc.{ A+/Stable/-}

MISC's recent financial performiance was strang far the rating, and Standard & Foor's expects the financial measures ta remain strong ovar  Gabe
the near term. Any large exodus of higher-load members could introduce Financial risk because remaintng MISD membars would be Grosherg
required to pay for a greater share of costs for operations, financing, and capital expenditures.

Mississippi Power Cal A/Stable/A-1)

See Southern Co. Dimitri
Mikas
Monongahela Power Cad 3B8-/Stable/-)
See Allegheny Energy Inc. Gerrit
' Jepsen
Narragansett Electric Co{ A/Watch Neg/A-1) 7 :
See National Grid USA John
Kannedy

NMational Grid USA{ A-/StablelA-2} - ’

The company completed its merger with Kayspan Corp. tn August 2007. The combination creates a riskier business profile going forward — John
with the addition of Keyspan's generation asseis. However, the company expects 10 sell the 2,500 MW Ravenswaod facility in the near Kennedy
term, as part of & reguiatory agreement.

Nevada Power Co.| BB-/Positive/--)

See Sierra Macific Aesources Inc, ‘ Antonic
Bettinglli
New England Power Co.| A/Watch Neg/A-1)
See National Grid USA Jahn
' Kannedy

New York State Electric & Gas Corp.| BBB+/Negative/A-2):
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See Energy East Corp. John
Kennady
Niagara Mohawk Power Corp.| A/Watch Neg/A-1) .
See National Grid USA John
' Kennedy

Mortheast Utilities{ BBB/Stable/--)

NU's financial profite is slightly weak for the rating iavel. Standard & Ponr's expacts credit protection maasures to cantinug to be stratched John

for the foreseeatle futurs. However, the companies’ business risk has improved as they have executed their strategy of becoming prmarily  Kennedy
a T&O-orfented group. Capital needs over the next several years will e heavy. Capital spending and dividends of $5.5 billiar aver

2007-203 1 will be funded with $2.5 billion in cash from operations, about $500 millien net cash from the sale of generation assets, and

asaut $2.5 bittion in new debt {and oossibly equity) offerings. The company does nat plaa to issue equity in 2008. The campany forecasts

that returms will improve onca its rate base reflects the capital spending. )

North Shore Gas Co.{ A-/Stable/-)

Ses Integrys Fnergy Group lac. Gaba
Grosberg -

Nosthem Naturai Gas Co. A/Stabie/— .

See MidAmerican Enargy Holdings Co. Anne
Selting

Northern States Powar Ca. BBB+/Statie/A-2}

See Xcel Energy Inc. Gerrt
Jepser

Northern States Power Wiscansin{ A-/Stable/-}

The rating of this subsidiary of Xcel Energy |m: reflects affiliation with the Xcel family of companies and the benafits of requlatory Gemit

insulation. See Xcel Energy Inc. Jepsen

NorthWesterr Corp.| BB+/Positive/--}

Credit metrics ara strong far the rating as a result of steady improvement in NorthWastems financial profile. Settlemants have bean Antnnio.

reached, pending regulatory approvals, in Seuth Dakota, Nebraska, and Montana rate cases totaling about $20 million versus total requests Beftinglly
of §48. The settiement does not significantly reduce the company's improvement since metrics were strong going into the case. A $8.5

million FERC transmission case for which imtenm rates are subject to refund remains pending. For the 12 months ended Sept. 30, 2007,

adjusted FFO coverage of interest and dett stood at a weak 3.4x and 22.3%, raspectively. Leverage s strong for the gurrent rating at 56.4%

adjusted debt to capital.

NSTAR( A+/Stable/A-1)
NSTAR's focus on tow-risk transmissian and distribution activities, 8 supportive regulatory environmant and 3 rate plan that runs through Barbara
2012 should continue to support the cument ratings. Earings and cash flow measures are healthy for the rating level, with adjusted FFQ Eiseman
interest coverage graater than 5.x and adjusted FFO to tatal debt of about 26%. However, adjusted total debt 1o capital (excluding
sacuritizations) of about 53% has impraved, but remains high for the rating fevel. Qver time, detrt leverage shouid graduailv deefine through

_ higher retained 2amings.

NSTAR Gas Co.{ A+/Siable/--)

See NSTAR v ' Barbara
Fiseman

OGE Energy Corp.| DBB+/Stable/A-2) =

Wa recently atfirmed the ratings when we placed subs:d:ary Enagex on CreditWatch Negative. OGE will vansform Enogex into a master  Tedd
limited partnership, but its own credit quality and that of its wtility O%dahoma Gas & Electnc are unaffected despite what we see a5 3 Shipman
continued level of implicit sugport for Enogex. Adjusted credit metrics are adequate for the OGE rating. Increasing capital expendituras

rould pressure ratings aver the intermediste term, but most of these expanditures are for reguiated projects that are not expacted to

praceed without preapproval. Metrics could weaken as the spending picks up, but we don't 2xpett them to drop 10 a point that threatens

ratings stahility,

Ohio Edison Ca{ BEB/Negative/—

See FirstEnergy Corp. ~ Todd
Skipman

Ohio Power Co.{ 888/Stable/—) ' ' . ?_

Standard & Poor’s RatingsDirect | December 19, 2007
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See American Electric Power Co. Inc. : Todg
Shinman

Ohia Valley Electric Corp. BB3-/Stadle/--}

{Ohio Valley operates 2,380 MY of coal-fired generation in Ohin and indiana. The generation assats are at the Jowser and of the regional Gabe
dispatch curve and are consequently valuable for many of its sponsor mernbars, which are all rated as investment grade. DVEC is continuing Grosherg
with its large emiroomental cagital pragrams and has increased its Jong-term debt to fund the projects. The financial measures are weak

for the rating.

Oklahoma Gas & Electric Co. B8B+/Stabie/A-2)

See 0GE Enargy Corp. Todd
Shipman

Oncar Electric Dalivery Ca. LLG! BBB-/Watch Dev/--) :

The ratings on Gncarare on CreditWatch with deveiaping implications pending the sala of a 20% interest in tha company ta an unaffiliatesd Dimitri
third party, per the owner's initial plan. Such a sale would enable Standard & Poor's 1o raise the corporate credit rating to ‘BEB+. in our Nikas
assessment, we assume that the 20% interest sale along with the ring-fencing arrangement currently in place will provide the minarity

sharsholder adequate rights to prevent material change, including bankruptey filings of Oncor by EFH Corp.

Orange and Rackland Utitities lnc.{ A/Negative/A-2)

See Consolidated Edison Inc. John
Kennedy

Grter Tail Corp.( BEB+/Negative/--}

In the near term, we are manitoring the financial performance of Otter Tail's unreguiatad husinesses and the utility's capital spending Genit
program. This includes the propased canstruction of the Big Stane N plat, which, if building ultimately procesds, could pressure cash flow  Jepsen
measures without positive requistory outcomes. Currently, financial measures are adequate for the intermediate financial risk profiie with

26% adjusted FFO to debt {including pension obligations} for the 12 months ended Sept. 30, 2007, any 50% adjusted debt to capital.

Pacific Gas and Electric Co.{ 8884+/Stabie/A-2)

The May 7007 upgrade w ‘BBB+' of PGEE's corporate credit rating reflects the company's strengthening financial perfarmence following its Anne
emergence from bankruptcy, impraved regufatery support, and 3 narrow stratepic focus that is limited to reguiated utility operations. Net  Seiting
income should continue to benafit from the utility's 11.35% ROE and the camings power assaciated with planned rate hase additians as

the utility pursues a $14 biltian five-year capital pragram, which is expacted to increase debt leverage. FFQ ta debt and interast coverage

were 76.5% and 3.9x, respectively, as of Sept. 30, 2007 with leverage at about 55%.

PeciiCorp{ A-/Stable/A-1) '

Both cash coverage of debt and leverage have improvad modesty at the utiiity Jeve! since MidAmerican Energy Holding Co. acquired the  Anne
utitity in March 2008, As of Sgpt. 30, 2007, PacitiCarg's adjusted FFQ  total debt was 17.5%, and FFO interest coverage was 3.7 Selting
Adjusted debt ta total cagitalization stood at about 53.4%. [PacifiCorp's fiscal year was changad ta year-anding March 31 ta Dec. 37 after

the acquisition closed. ) Cash flow improvemant can be attributed 1o the increased rate relief PacifiCorp recaived from the 2008 sertlemant

of rate cases in all six states it serves, Leverags has berafitad in 2007 from MEHC's equity infusions inta PacifiCarp, which through Sept.,

30 2007 were $200 million, building on 2006 equity contributions that have helped offset the effects of PacifiCorp's bomowing for its large

capital program. Future chalienges are fargely driven by its large capital program and need for new base load in a regicn of the LS. thatis
increasingly opposed to caal generation.

PECO Energy Ca.| BBB+/Stable/A-2)

0n Aug. 29, 2007 we affirmed PECO's rating and remoued it from CreditWatch after filinais’ gavemor's signeg into taw the settlement Gabe
agreement that will provide for §1 biflion in rate relief over the naxt four vears. The rating on PECO reflacts its affiliation with Exslon’s @Grosherg
family of companies, of which PECO contriytes about 15% to consolidated cash flows, On Sept. 4, 2007, Exalon announced 2 share

reptirchase for ug to §1.25 billien, -

Pennsylvama Electric La.[ BBB/Negative/--)

See Firstenergy Carp ' ) Todd
Shipman

Peansylvania Power Ca.| BEB/Negatve/-)

See FirstEnargy Corp Toudd
Shipman

Peoples Energy Corp. A-/Stabia/-|

See lntegrys Enecgy Groug lnc. Gabe
Grosberg
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Peoples Gas Light & Coke Co. {The{ A-/Stahla/A-2)

See Integrys Energy Group Inc, Gabe |
Grosterg ‘

PEPCO Holdings Inc. 8BB/Stable/A-2)

Near term, we will continue to watch for stronger financial performance as distribution rate proceedings are concluded, and power cost  Gewlt
increasas ara fully phased in and previously ircurrad deferrals are recovered as well. The cumenty aggressive financial sk profile reflects  Jepsen
adequate financial measures for a company with two thirds of its cash flows coming from ragulated utility operations,

Pinnacle West Capital Corp.| §88-/5tabie/A-3)

Consolidated cperations consist almost whoily of utility Anzona Public Service {APS]. AFS's farge capital program will reguire regular rate  Anne
cases fn coming yaars to supaort grawth in the Sauthwest. The Arizona Corporation Commission (ACGH in Movember delayed voting an a Salting
proposal that would modify the utility's line extension poticies by imposing haok up fess far new custamers. This affort would helg oftset

the cash outlays the company incurs serving rapid groweh in Arizana, It is unclear whether the measure will be approved by the ACC but

could provide the company with 2 meaningful sourte of cash flow. Borrowing for capital programe will need 1o be offset with peviadic

enuiy 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 agproved in the case, should stabilize cash flow volatility. As of

Sept. 30, 2007, conselidated funds from operations to debt and interest coverage were 18 1% and 4.1x, respectively with debt to total
capitalization at nearly 57%.

PNM Rescurces lac| BBE/Negative/A-3)
Paar cash flows have persisted due to regulatary lag, and smatler margins at First Choice Power and wholgsale electricity aperations. Antonio
PNM's joint venture with Cascade Investments Enargy Co. has grown rapidly since the vanture was formed earkier this year. PNM's electric  Bettinelli
general rate case is pending in New Mexico and commission staff issued a punitive recommendation, increasing the Lncertainty of future
cash Hows. Originally expected in January 2008, the decision is now expsctad in early May. The New Mexice commissian sarlier this year
approved less than half of Pubiic Service Co. of Mew Mexico's gas-service rate hike, Currently, key financial ratios at PNM Resources are
~ stratched for the rating fevel. For the 12 months ended Sept. 30, 2007, adjusted FFO coverage of interest and debt stood at a waak 2.2x and
10.5%,. respectively. Leverage remairs commensirate with current rating at 53.2% adj. debt to capital,

Partland Genaral Electric Co.l BBB+/Negative/A-2) '

The negative outlook, in place since early 2008, reflacted our past concerns over cash flow covaraga stemming from the Beardman coal Anne

plant autage that occurred in 2005 and stretched into 2006. These concerns have been mitigatad by the Oregon commission's recent Sefting .
approval to defer a portion of these costs, and, moreaver, the company's ability 1 produce reagonable cash flows despite the additional

power purchase expense that the outage entailed, Lingering credit concern exists around the recovery of retum on investment in the Trojan

nucigar power plant, with the commission expectsd to come out with a critical ruling on tha issue in early 2008. As of Sapt. 30, 2007,

trailing 12-months funds fram operations to debt and interest coverage was 19.1% and 3.6, respectively, with debt o total capitalization

at nearly 54%.

Potomac Electric Power Co. BBB/Stabla/A-2)

See PEPCO Holdings Inc ' Gertit
Jepsen

PPL Electric Utilities Corp{ A-/Stable/A-2)

The recentty authorized distributien rate increase should help bulster cash flow measures and the advanced approval to procure power for  Gerit
its pravider-of-tast-resort load in the post-2009 period is credit supportive. We will monitor tha regularly scheduled powsr procurements  Japsan
when requests-tor-proposal are held semi-arnually. Financial maasures are adequate for the aggressive financial rigk profile with funds

from operations to total debt of 21% and total debt to total capital of 49%.

Prapgrass Energy Inc.| BB8+/Stable/A-2)

Pragress Energy continues to focus on its requlated utiity operations after exiting various unreguiated activities in 2008 and early 2007, {imitri
moderating business fisk along the way. In addition, the company has reached a number of constructivereguiatory outcomes in bath the Nikas
Carolinas and Flarida, providing further suppart ta credit quality. The ratings reflect these improvements, but alse account for Pragress

having limited haadroom at the current rating level. While the dispesal af the unregulated businesses took langer than sxpacted and

fraquently changed covrse, these businesses ars largely gone and Prograss now plans to focus on regulated uility operations, which should

provide the company with the opporiunity 10 demonstrate its capabilities to continue 10 reach constructive regulatory agreements while

desfing with projected capital spending to address increasing lead and environmentaf requirements. For the 12 months ended Sept. 30,

2007, FRO/interast coverage was 3.6x, which is adeguats for the rating, while FFG fo total debt was about 14%. Oebt leveraga continued ta

be aggrassive 4t abaut 58%.

Public Service Co. of Calarade| BEB+/Stable/A-2} :
See Xcel Energy Inc , Gerrit
Jepsen @

Standard & Poor’s RatingsDirect l December 13, 2007
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?
“Wpyblic Service Co. of New Hampshire( B3B/Stabls/--

See Northeast Utilities Johr
Kennady
Public Service Co. of New Mexica( BB8/Negative/A-3)
See PNM Resources Inc. Antonio
' Bettingili .
Public Service Ca. of North Caralina Incd{ A-/Negative/A-2) :
Ses SCANA Carp. _ Dimitri
Nikas
Public Service Co. of Oklahomal BBB/Stable/--}
Ses Ameritan Electric Fower Co. inc. : : Todd
‘ Shipman

Public Service Electric & Gas Co.l B8B6/Stable/A-2)

The ratings on the regulated utility PSE&G rafect the company's affitiation with Public Service Enterprise Group’s nonregulated campanies. Gabe
PSE&G's cash flow contributes abeut 30% of the consolidatad cash Row. On Juns 22, 2007, we revisad the outlsck ta stabie from negative  Grasberg
because of meaningful impraverment to the consclidated financiat measures. For the 12 months ending Sept. 30, 2007, adjusted FFQ to debt

was 20% and FF( intarest coverage was 5.1x. The company expects to retire additional debt in the first half of 2008 using available awess

cash. _

Puget Energy Inc.( B88-/Watch Neg/-)

Puget Energy's request to increase average electnic rates hy 9.5% and natural gas rates by 5.31% effective Nov. 1, 2008, wouid support Antonia
credit quality, if appraved, by aflowing the utifity to cover new investments and cost increases. The company also completed its planned  ~ Bettinelli
private equity placement of about $300 mitlion with Macquarie Infrastructure, Atthough this transactian will tempararily strengthen the

balance shest, Puget's cansolidated credit measures post-transaction will be stretched. Regulatory suppert continues to he a decisive credit

factor as Puget continues through a period of high capital expenditures. Tha company has several projects on the horizon, expacted 1o

exceed 32 billion over the next three years. The CreditWatch listing reflects the possibility that delt ratings for Puget Energy could be

lowered depandent on the final ouicome of regulatory approval proceedings. Adjusted FFO interest coverage and FFO to total debt for the

12 manths ending Sept. 30, 2007, stoad at 3.5x and 17.5%. respectively. Leverage remains weak for the rating 2t 51.5% adjusted debt o

capital.

Puget Sgund Energy lne.{ BIB-/Watch Neg/A-3) :
See Puget Energy Inc, Antonio

Bettinelli
Rochester Gas & Electric Corp.( BEB+/Negative/A-Z)
See Energy tast Corp, ‘ John
Kennady
Rockland Electric La. A/Negative/--} .
See Consolidated Edison Inc, Jahn
- ’ Kermedy

SCANA Corp.[ A-/Negative/—)

Standard & Poor's ravised the outlook to negative to raflect the company’s intreasingly aggressive financial profile characterizad by high  Cimitri
debt [everage and expectations of a higher-than-expacted capital spending program that will necessitate extemal finencing. Although the  Nikas
recent rate case approval at SCE&G provides for an increase in electric revenues of about $76.9 miltion, the credit matrics may still remain

under pressure mainly due to increased capital spendingrequirements. SCANA's cradit profile continues te benefit from an atractive

service terfitary, and 8 generally constructive regulatory environment, including recently enacted legisiation that allows cast recavary for

aew hase load generation. For the 12 months ended Sept. 30, 2007, debt as a percentage of total capitalization was high for the rating at

about 57%, and FFO/debt was somewhat weak at about 17%. FFQ interest coverage, howervar, was satisfactary at about 3.6x.

Sierra Pacific Power Co. 88-/Positive/--)
Ses Sierra Pacific Resources Antanig
‘ Bettinali

Sierra Pacitic Resources( BB-/Pasitive/B-2}
Ta mitigate permitting delays at the company’s praposed 2.500 MW coal-fired Ely Energy Canter {EEG) in sastern Nevada, Nevada Power  Antorio
plans to build 2 500 MW natural gas-fired cambined-cycle plant. Although this will allow the company to reduce its short power position,  Bettinelli
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its high concentration in gas-based power wauld nat 4 meaningfully reduced unless EEC maves ahead. Senate Majarity Leader Reid
continugs to staunchly opposa new coal generation and has publicly criticized the project. However, regulatory supoort at the state level
continues for fast grawing Nevada Power and Sierra Pacific Power. The latast 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 tha 12 months ended Sept. 30, 2007, adjusted FFQ coverage uf interest and debit stoad at
2.9 and 13.5%, respectively. Detn leverage remaing high at 64.2% adjusted deht to capital.

South Carolina Electric & Gas Cof{ A-/Stahie/A-7]

Sae SCANA Corp. Dimitri
Nikas

Southern California Edison Go. BBB+/Stable/A-2)

See Edison Internatianal Anng
Selting

Southern Co4 A/Stable/A-7) ‘

Southem’s credit profile cantinues to benefit from constructive requlatory framework, strong operations, and service territories with Dirnitei-

growing customer bases and attractive demographics. Adjusted FFD to interast coverage was adequate at 4.3x for the 12 months ended Nikas

Sept. 30, 2007, while FFQ to total debt and debt to capital were relatively weak at about 19.4% and 56.2%, respectively. Georgia Power,

Scuthern's largest subsidiary, reached a proposed settlement agreement that provides for a $93.7 million base rate increass and a $222

million environmental complianca cost-racovery tariff for thrae years. The company expects the Georgia Public Service Commission to

respond by the end of 2007. )

Sauthern Connecticut Gas Co.{ 86B+/Negative/--)

~ See Energy East Carp. Jahn

Kennedy

Southern Electric Generating Co.{ A/Stabla/A-1)

See Southern Co. Dimmitri
Nikas

Southwestern Electric Pewer Co.| BBB/Stable/-)

See American Hlectric Power Co. Ing Todd
Shipman

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

See Xeel Energy Inc. Gerrit
Jepsen

System Energy Resources Inc.| BBB/Watch Dev/~}

See Entergy Corp. Dimitri
Nikas

Tampa Electric Co.[ BES-/Stable/A-3)

See TFCO Energy Iac. Todd
Shipman

TECQ Energy Inc.| BRB-/Siable/--)

We recently raised the ratings on TECQ Energy Inc. and revised the outlogk 1 stable. TECO has sold substantially all its merchant power  Todd

assets and is focused on its core reguiated business. The December 2007 sale of TECO Transport sharpened that tiend and led to the Shipman

restoration of the parent's investment-grade corporate credit rating. Wility subsidiary Tampa Elactric is concentrating on meeting the strong

gemand growth of its market. The company used cash 167 pay off sizadle 2007 maturities. Cash flow has improved with tha collection of the

past under recovered fuel surcharge. Smaller amounts of lingering deft incurred to pursue the old merchant strategy cantinue to drag on

financial measures and credit quality, but deht expected to continue to diminish over time.

Texas-New Mexico Power Co.| BBE/Negative/--)

See PNM Resources inc. Antonio
Bettinalli

Toledo Edison Ca.( BB8/Negative/-

See FirstEnergy Corp. Todd
Shipman
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@Tucsnn Electric Power Co.({ BB/Stahle/B-2}

Strang cash flows are an important credit attribute of this highly leveraged company, with parent UniSource expecting to fund rising capital  Anng
expenditures internally and slowly work toward paying down Tucson Electric Power Co. (TEP) detit and capital lease balances. The largest  Selting
near-term credit factar will be the outcome of what ratas TEP will be permitted to charge at the end of its rate freeze on Dec. 31, 2008. In

July 2007, TEP filed three aiternative propesals, 3 traditional cost-of-service case. a market-based rate plan, and a hybrid that wauld

include a fuel and purchased-power adjuster. The campany expects the Arizona Corporetion Commissign {ACC) to rule 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 befora the ACC which ars expected to be resoived 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. 8/b/a AmarenUE( BRB-/Stable/A-3)
See Ameren Carp. Barbara
: Eiseman

Virginia Efactric & Power Ca.{ BE8/Pasitive/A-2)

Ses Dominion Resources Inc. Todd
Shipman

West Penn Power Co.| BBB-/Stable/-) _

See Allegheny Energy inc. Gerrit
Jepsen

Westar Energy Inc.| BBB-/Stahle/--)

Afthaugh Westar's financial condition is expectad to stip samewhat during its heavy construction cycle, various ragulatory machanisms that Barbara
atlow for timely cost recovery, a settlemant with the Kansas Corparation Commission in the company’s predeterminatian filing for the Eiseman
Emporia Energy Center, and expectations of conservative funding of expenditure requirements should prevent any ratings detedioration. In
mid-November, the campany sald abast $200 millien of comman stack, bringing 'ts total comman equity issuance to about $300 million in

2007. The procaeds were used to repay short-term daebit, fund construction outiays, and for general corporate purposes,

Western Massachusetts Electric Go.{ BBB/Stzblef-}

See Nartheast Utilities : John -
Kennedy

Wisconsin Electric Power Co. A-/Stable/A-2)

See Wiseonsin Energy Corp. Gemit
Jepsen

Wisconsin Energy Carp{ BBB+/Stable/A-2}

in the near term, we are monitoring the Wiscansin Energy's nending Wisconsin rate case that may also incomorate the company's use of  Gerrit
proceeds fram the recently completed Peint Beach nuciear plant sale. Duping the farge construction program, Wisconsin Energy's finaccial  Japsen
measures have continued to remain relatively stabla, and have impraved slightly with incremental rate recovery, Sustaining this -

improvement will depend on constructiva rate treatment and prodent execution of tha capital spending program. Although we expect both

to ocgur, there remains uncertainty surrounding the ultimate costs related to the Dak Creek coal units being built.

Wisconsin Gas LLE{ A-/Stable/A-2)

See Wiscansin Enargy Cofp. Gerrit
Jepsen

Wiscansin Power & Light Co.{ A-/Stable/A-2)

Sea Alliant Energy Corg. . Gerit

~ ' Jepsen

Wisconsin Public Service Corp. A/Stable/A-Z)

See integrys Energy Group Inc. Gabe
Grosherg

Xcel Energy lnc. BEB+/Stahie/A-2) )

Wa are monitoring the various regulatary proceedings of Xcel Energy's utilitias for ongoing constructive regulation for their construction  Gerit
programs and rate recovery of capital and operating costs. Tha financial risk orofile, which we consider aggressive, has cash flow measures Jepsen
adequate for the rating. The acjusted | 2-month FFO interest coverage was 3.6, FFD to total debt was about 18%, and total delt to total

capital was 61%.

Yankee Gas Services Co.{ BBB/Stable/-}

www.standardandpoors.com/ratingsdirect
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See Mortheast Utilities John
Kennedy

*Ratings are as of Oec. 19, 2007.

Recent Rating Activity -

assets through the issuance of about $4.5 billion of dabt and
spin off the assets through a tax-free transaction. The
CreditWatch listing reflects the patential for higher or lower
ratings on Entergy depending on the amaunt and use of amy
proceeds from the proposed spin-off and uncertainty
ragarding Entargy's financial risk profile and dabt leveraga
after *he transaction.

Standard & Poor’s RatingsDirect | December 19, 2007

Con e dmanemination withont 8PS parmission. See Tarms of Use/Disclaimer on the last page.

Table 2
. Recent Rating/Jutfaok/CreditWatch Actions™ .
Issuer To From Date  Reason
Amaran Com. BB8-/Stable/A-3 RBB-/Watch Neg/A-3 Aug.  The rating affirmations reflact a new law in lllinois that
- 29, enacts a multiparty agreemeant wheraby Commonwealth
2007  Edison, the Amaren Minois utilities, and cartain unregulated
- glectric generators will provide $1 billion in rate relief over
four years to the stata's electric customers. The positive
outlook on the Minois utilities reflects a concession package
that is clearly a more positive credit outcome than the
altemative of an elsctric rate freeze and rolback of rates to
7006 levels.
Eentral Ilinais Light  BB/Positive/—~ BB/Watch Neg/— Aug.  See Ameren Lorp.
0. 29,
2007
Central llinois Public  BB/Positive/-- BB/Watch Nag/- dug.  See Ameren Corp.
Service Co. 28,
2007
CILCORP Inc. BB/Positive/-- BB/Watch Neg/~ Aug. Ses Ameren Corp.
29,
2007
Cleco Corp. BBR/Stable/-- BBB/Negative/- Dec.  The outlook revision reflects Cleco's efforts to praserve its
11, credit profile while building the Rodemacher Unit 3,600 MW
2007 generation facility through a timely and on-budget scheduie, '
a generally constructive regulatory framework that provides
for recovery of 75% of AFUOC in current rates, and plans to
tilg for & new rate case at the end of 2008 16 incorporate the
new plant into rate basa.
Cleco Power L1.C BBB/Siable/- 5BB/Negative/-- Dec.  SeeCleco Comp.
1.
2007
Cleveland Electric  BBB/Negative/- 88B/Stable/-- Dcr. 18, See FirstEnergy Corp.
tuminating Ca. 2007
Commonwealth BB/Positive/8 BB/Watch Neg/B Aug. The rating affirmations reflect a new law in Illincis that
Edisan Co. 28, anatts a muitiparty agreement whereby Comimonweaith
2007  Fdison, the Ameren Wingis wilities, and cartain unregulatad
electric generators will provide $1 biffion in rate reliet aver
four years ta the state's electric customers. The positive
outicok on the lllinois utilities reflects a concession package
that is clearly a mare positive credit outcome thar the
alternativa of an electric rate freeze and rollback of rates to
- 2006 ievels.
Entergy Arkansas BBB/Watch Dev/-- BBB/ Stable/~ Nov. 5, See Entergy Corp.
e, o o7
Entergy Corg. BEB/Watch Devi-- BBB/Stabla/-- Mov, 5, The rating actian follewed the cormpany's annguncemsnt
2007  that it plans tb recapitaliza its merchant nuclear gengration
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| Recent Rating/Oitionk/CreditWatch Actions™(canty - .

See Entergy Corp.

Entergy Gulf States  BBB/Watch Dev/- BOB/Stabla/--
Inc. 007
Entergy Louisiana BBB/Watch Dev/- BBB/Stable/-- Mov. 5,  See Entergy Carp.
Le 2007
Entergy Mississippi  BBB/Watch Dev/- BBB/Stable/- Mov. 5, See Entergy Corp.
Inc. 2007
Entergy New Orlzans  BBB-/Watch Dev/-- BBEB-/Stable/- Mov.5, See Entergy Corp.
Ing. 2007
FirstEnergy Corp. BBE/Negative/-- BE6/Stabie/- Oct. 18, We revised the qutiook because of the company's aggresswa
2067 efforts to expose its generating assats in Ohia and
Pennsylvania 1o market commodity risk.
flinois Power Ca, 28/Fositive/-- BB/Wartch Neg/- Aug.  See Ameren Corp.
29,
, 2007
Indianzpolis Power  BB+/Stable/- BBs/Positive/ - Sept.  SesIFALCO Enterprises Ing.
& Light Co. 76,
2007 .
Integrys Energy A-/Siable/A-2 A-/Negative/A-2 Now. The revised outiook reflects Integrys’ progress to improve its
Group inc. 13, financial and businass profiles since its ane-notch
2007  dawngrade on Feb. 21, 2007, These include: The sale of its
E&F husinass. the reduction of short-term dsbi, the initial
progress on the integration of its merqar with Peoples Gas,
- the overall improved financial performance, the filing of
rates cases in lingis, and the reduction of its debt to tutal
capitai ratio to below 50%.
IPALCO Enterprises  BE+/Stable/- 88+/Pasitive/-- Sept.  The rating action can be traced o 3 revision in [PALCO's
Ine. yiil business risk profile to savisfactosy from strong 1o reflect our
2007 view that parent AES Com., which we characterize as haviag
an aggressiva tinancial pakicy, may cely mora heavily o its
subsidiaries tn support S expansion activities.
Jarsey Cantral BBE/Negative/-- BBB/Stablg/-- Oct. 18, See FirstEnergy Corp.
Power & Light Ca. 2007
lgletropﬂlitan Edison  BBB/Negative/-- BBB/Stable/-- 3005.71 8. SeeFirstEnergy Corp.’
a.
Narth Shore Gas Ca.  A-/Stahie/- A-/Nagative/- Nov.  See Integrys Energy Group lnc.
13,
2007
Northern States BBEB+/Stable/A-2 8BB/Stable/A-Z QOct, 16, See Xcel Energy Iac.
Pawer Co. ‘ 2007
Northesmn States A-/Stablef-- BBB+/Stable/-- Oct. 16, See Xcaf Enargy Inc.
Power Wisconsin : 2007
NorthWestarn Com.  BB+/Positive/-- B8+/Stable/- Sept.  The outloak revision reflects the steady improvement in the
A, company's financial profile. This, coupled with a renewed
2007 focus on reguiated uility operations after the termination by
- Baheock & Brown Infrastructure Lid. of its $2.2 billion
acquisition of NorthWestem and expactations of future
favarable regulatory ordars, cauld lsad ta the company's
ratings being raised in the next 12 to 18 momths.
Dhio Edison Co. RBB/Negative/A-2 BBB/Stabis/A-2 gc(t]?] B. SeeFirstEnergy Com.
‘ 0

www.standardandpeors.com/ratingsdirect

“ro ot e dicesminatinn without SEFTs pesmission. See Terms of Usa/Disclaimes on the last page.



http://www.standardandpoors.coni/ratingsdirect

Industry Report Card: US. Electric Udility lnd@.stry Faces Rising Casts, But Credit Quality Showld Hold

Tahle 2

- Recent Ratiny/Qutiok/CreditWalch Actions*(cont § .

Ot 8,

The rating on TXU is furher.nagatively affactad by the

Oncor Electric BBB-/Watch Gev/-- BBa-/Watch Neg/-- }

Delivery Co. LG : 2007 planned ring-fencing and legal provisions that the spensors
intend to structure around Oncar Electric Delivery Co. LLC,
the company's requiated transmission and distribution
subsidiary. We affirmed Oncor's rating at 'BREB-, but is also
placed on CreditWatch with developing implications to
reflect these intentions. All ratings for the TXU companies
ara subject ta receipt and review of final transaction
documentation and legal opinions.

Otter Tail Corp. BBB+/Negative/-- BEB+/Stable/-- Sept.  On Sept. 13, 2007, we revised the outfook on Otter Tail o

13, negatrve fram stable W reflect continued growth aof

2007  nonregulated businesses and the farge capital spanding
pragramn by Otter Tall Power Co., the company's electric

. utilfty division,
PECO Energy Co. BRB+/Stanle/A-2 BBR+/Watth Neg/A-2 Aug.  The rating atfirmations reflect a new law in lllingis that

29, enacts a multiparty agreement wharehy Commonwesaith

2007  Edison, the Ameren Hlinois utilities, and certain unrequlated
electric generators will provide $1 biltion in rate relief over
tour years to thg state’s electric customers. The positive
putiaok on the Hingis utilities reflects a concassion package
that is clearly a mors positive cradit autcome than tha
altemative of an slactric rate freaze and rollback of rates to
2006 levels.

Pennsyivama Electric  BBB/Negative/-- EBB/Stable/~ Bet. 18, Ses FirztErergy Corp.

Ca, 2007

Eennsylvania Power  BBEB/Negative/- BBB/Stable/-- gﬁc(t]}! 8. SeeFirstEnergy Corp,

0.
Peoples Fnergy Corp.  A-/Stable/-- A-/Negative/A-2 N:;Jv Ses Integrys Energy Group Inc.
1 .
2007
Peoples Gas Light &  A-/Stable/A-2 A-Negative/A-2 Mov.  See Imtegrys Eneray Group Inc.
Coke Co. (The} 13,
2007
Pubilic Service Co.af  BBY+/Stable/A-2 BBB/Stable/A-2 Oct. 16, See Xce! Energy lnc.
Colorado 2007
* Public Service Ca. of  A-/Negative/A-2 A-/Stable/A-2 Oct. 8. See SCANA Corp.
Morth Carofing inc. 2007
Puget Fnergy Inc. BBB-/Watch Mag/-- BOB-/Stable/— Cct. 26, The CreditWatch listing reflects the possihility that debt
2007  ratings for Puget Energy could be lowered depending on the
final outcome of regulaturv appreval proceedings.
Importantly, the company’s credit profile has been improving,
which provides financing flexibility to accommodate the
proposed capital structyre at the current rating level.

Puget Sound Cnergy  BBB-"Watch Neg/A-3 BBR-/Stalia/A-3 0((]:1 26, See Puget Energy Inc.

inc. ) 2007 )

SCANA Corp. A-/Negative/- A-/Stable/-- Oct.8, W revised the outiook to negative from stable to reflect the

o~ 2007  company's weaker financial profile, which is characterized
by high debt feverage and expactations of
higher-than-expected capital spending program to address
anvironmentai compliance, new genaration, and customer
growth neads. This capital spending is likely to necessitate
external deftt fmanc:ng which will further pressure SCANA H
relatively weak consolidated finarcial profile.

South Caroling A-/Negative/A-2 A-/Stable/A-? Oct. 8, See SCANA Corp.

Electric & Gas Co. 2007

Southwester Pubiic  8BB+/StablesA-2 BB8/Stable/A-2 Oct. 16, See Xcel Energy Inc.

Service Co. . 2007

Standard & Poor’s RatingsDirect | Decembper 19, 2007
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Racent Rating/Quttonk/GreditWatch Actians*(cantk ;5.

., See Entergy Corp.

System Energy BBB/Watch Dev/- BBB/Stable/—

Resources lnc.

TECD Energy Inc. BBE-/Stable/-- BB/Positive/B-1 The impending sale of TECO's maring transportation
business, TECO Transport, will allow the company to
accelerate a debt-reduction plan that wil} restore its balance
sheet to an investment-grate level. Shedding TECO
Transpart and deemphasizing the unrequlated coal
operations in 2008 as synthetic coal production ceasas will
bring TECG back ta a utility-focused business sirategy that
aiso boisters credit quality.

Tatedo Edisan Ca. BBB/Negative/-- BEB/Stable/— Oct. 18, See FirstEnargy Carp.

) 2007
Union Electric Ce. BOB-/Stable/A-3 BEB-/Watch Neg/A-d Aug. See Ameren Corp.
d/b/a AmerenlUE 29,
2007
Wisconsin Electric A-/Stable/A-2 A-Negative/A-2 July See Wiscansin Energy Corp.
Power Co. 3,
2007
Wisconsin Energy BBB+/Stabie/A-2 BBE+/Negative/A-2 Jul The outlock on Wisconsin Energy is stable because we
Corp. ., expect the company's financial position to strengthen in the
2007  intermediate term as corstruction projects are completad
and cash flow improves due to higher intemally generated
cash flow. We also expect the company's large
capital-expanditure program, including the \W.E, Power
construction, to be completed withgut any material
prablems.
{. @ Wisconsin Gas LLC  A-/Stable/A-2 A-/Nagative/A-2 July See Wisconsin Energy Corp.
N,
2007
Wiscansin Public A/Stahla/A-2 A/Negative/A-2 Nov. See Inteqrys Energy Group Inc.
Service Carp. 13,
2007
Xcel Energy Inc. BBB+/Stable/A-2 BBB/Stable/A-2 Oct. 16, The upgrade reflects Xcel's strengthening business profile,
’ 2007 exhitited by supportive regulation, particulaly in Colorado,

Minnesata, and Wisconsin where the company gets more
than 90% of consolidated operating cash flow. Supportive
regulation includas rate riders, cost recovery trackers,
forecast test penods, and the ability fo eam a cash retum on
construction work in progress.

*Dates represent the period from July 19, 2007 to Dec. 18, 2007 covered by this report card.
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Table 3

 Previously Pubilished U.S; Utilities Articles

Article title Publishad date
U.8. Utilities Ratings Anzlysis Now Portrayed ln The S&P Corporatg Ratings Matrix Nav. 30, 2007
Credir FAQ: Prospects For integrys Energy Group Following hts Marger Nav, 78, 2007
Credit FAQ: Implications Gf Entergy Corp.'s Spin-0ff Of lts Marchant Nuciear Generation Fieet Nov. 14, 2007
Credit FAL: Electric Utdities Cowld Face Regqulatory Uncertainty In Ohio Ang Pennsylvania Oet. 25, 2007
State Legislation Aims Ta Assist Campanies In Buiiding New Nuclear Plants In U.S. Sept. 17, 2007
Changes Ta Collateral Coverage Requirerments For 1+ Recavery Ratings On U.S. Utility First Mortgage Bends Sept. 8, 2007
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Article - WSJ.com Page 1 of 1

Moody's‘:Ch'a'llenges 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 commedity prices, Mooady's Investor Services said Tuesday.

Moody's kept the outiook for the merchant power sector at stable, but sees the credit crisis and
& slowing economy increasing risks for the industry. It retained the stable outlook because of the
near-term prespect 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 tem,” 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.

Invesiment grade companies that own marchant generation inciude 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; 201-938-4804; mark.peters@cdowjones.com

http://online.wsj.com/article/BT-C0-20081028-711483.html 10/25/2008
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SNL Interactive: ISO Market Pricing Graph
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