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By Entry dated December 8, 2010 (Entry), the Commission invited comments 

regarding the review of the capacity charges of Ohio Power Company and Columbus 

Southem Power Company (collectively AEP Ohio or the Companies). Paragraph 5 of the 

Commission's Order sought comments regarding three specific issues. In addition to 

providing comirients on the three specific issues that the Commission soxjght comments 

(Specific Comments), the Companies will also briefly reference the basic premise of the 

Entry which the Companies have addressed in their application for rehearing (General 

Comments). The Commission invited initial comments within 30 days and reply 

comments within 45 days of its Entry. In accordance with this schedule, AEP Ohio files 

the followmg initial comments. 

GENERAL COMMENTS 

AEP Ohio filed an apphcation for rehearing challenging the Commission's 

December 8, 2010 Entry, insofar as the Entry purported to modify, establish Or fiirther 

investigate making changes to wholesale electricity rates that are regulated by the FERC 

under federal law. In the application for rehearing, AEP Ohio demonstrated in detail how 
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the Entry misapprehends the POLR charges approved by the Commission in Case Nos, 

08-917-EL-SSO and 08-918-EL-SSO. As a related matter, the application for rehearing 

also demonstrates the lack of factual and legal basis for the Entry, in particular with 

respect to Finding 4. For purposes of providing additional comments in response to the 

Entry, AEP Ohio incorporates its entire application for rehearing by reference as part of 

these comments. 

SPECIFIC COMMENTS 

The Commission sought public comment regarding the following issues: - "• •• 
(1) what changes to the current state mechanism are appropriate to 
determine the Companies' FRR capacity charges to Ohio competitive retail 
electric service (CRES) providers; (2) the degree to which AEP-Ohio's 
capacity charges are currentiy being recovered through retail rates 
approved by the Commission or other capacity charges; and (3) the impact 
of AEP-Ohio's capacity charges upon CRES providers and retail 
competition in Ohio. 

COMMENT: 

(1) what changes to the current state mechanism are appropriate to determine the 
Companies* FRR capacity charges to Ohio con^etiUve retail electric service (CRES) 
providers 

The Reliability Assurance Agreement (RAA) essentially provides alternatives for 

pricing Fixed Resource Requirement (FRR) capacity charges to CRES providers: 1) die 

PJM capacity auction price; 2) a state compensation mechanism under certain 

circumstances; or 3) a method based on the FRR Entity's cost or such other basis shown 

to be just and reasonable. The Commission's adoption of the PJM capacity auction price 

as the state compensation mechanism attempts to override AEP Ohio's November 24, 

2010, request at FERC for a cost base method of determining a capacity rate and would 

have the effect of reducing the three alternatives envisioned in RAA to a single 
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altemative - the PJM capacity auction rate. The use of the PJM capacity auction price in 

section 8.1 of the RAA is merely a backstop mechanism for compensation if no others 

exist. This does not mean that the PJM capacity auction price is the appropriate means 

for compensation of capacity costs; it only means that PJM recognizes the need for some 

compensation mechanism to exist. As stated in the RAA, AEP Ohio - the FRR entity, 

may at any time make a filing with FERC to change the basis for the compensation of 

capacity costs. 

AEP Ohio opposes the Commission establishing a wholesale capacity charge- as a 

legal matter, as outlined in its application for rehearing. In any case, it should not adopt 

an RPM-based charge because that would result in the following: 

• The Commission would remove itself fi*om the clearing process that sets capacity 

prices applicable to Ohio "electric light companies / public utilities"; 

• Administrative control over a Reliabifity Pricing Model (RPM) based capacity 

compensation mechanism would reside exclusively in the hands of PJM; 

• Resulting clearing prices, i.e. "compensation", would be solely influenced by PJM 

and the RPM auction participants; and 

• There is no guarantee that future RPM prices will continue to clear below AEP 

Ohio's cost-based formula for capacity compensation. 

An RPM-based compensation mechanism would be distinctiy unrelated to AEP 

Ohio's capacity costs or its obligations within the PJM market. As a Load Serving Entity 

(LSE), AEP Ohio has opted out of tiie PJM RPM market tiirough its FRR election. As an 

LSE, AEP Ohio in no way participates in or is any part of the PJM RPM market for 
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purposes of meeting its LSE obligation. Per PJM's Capacity Market manual: "The FRR 

Altemative allows an LSE, subject to certain conditions, to avoid direct participation in 

the RPM Base Residual Auctions and the Incremental Auctions." [PJM Manual 18: 

Revision 10, Section 11.1.1] AEP Ohio's load is not iacluded in the RPM base residual 

auction because it has opted out. Therefore the resulting clearing prices for die 

unconsttained Locational Deliverabifity Area which the Commission has purported to 

adopt "as the State compensation mechanism" are in no way related to AEP Ohio's 

capacity oblig^ion in PJM. AEP Ohio's LSE FRR capacity oWigation is in no way-used-

by PJM for establishing the demand curves that clear the RPM base residual and 

incremental auctions. 

AEP Ohio has demonstrated, as detailed in Attachment 1 - the Companies' 

November 24, 2010 FERC filing, that the Companies' FRR capacity charges to Ohio 

CRES providers should be $299.81/MW-day for CSP and $387.78/MW-day for OPCo 

through May 2011 based upon 2009 actual costs. In order to ensure that the Companies 

continue to receive fair and appropriate compensation for the capacity resources tiiat have 

been dedicated through the FRR process, these charges should be iipdated on an annual 

basis to reflect current costs as discussed in Attachment 1. 

(2) the degree to which AEP-Ohio's opacity charges are currently being recovered 
through retail rates approved by the Commission or other capacity charges 

AEP Ohio's capacity charges for non-shopping customers are collected through 

the base generation and fuel adjustment clause (FAC) rates currentiy approved by the 

Commission. Customers that take service from a CRES provider avoid paying these base 

generation and FAC rates including associated capacity costs. For customers that take 
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service from a CRES provider, AEP Ohio does not charge any base generation or FAC 

rates and therefore does not recover any capacity costs through retail rates. AEP Ohio's 

only method of recovering capacity costs related to load served by a CRES provider is 

through capacity charges to the CRES providers themselves - for those CRES providers 

who have not opted to self-supply capacity resources and instead have chosen to rely on 

AEP Ohio's capacity resources. 

(3) the intact of AEP-Ohio's capacity charges upon CRES providers and retail 
competition in Ohio. 

The impact of AEP Ohio's capacity charges upon CRES providers and retail 

competition in Ohio must be a secondary consideration when determining what an 

appropriate capacity charge should be. The primary consideration must be whether'the 

capacity charges that AEP Ohio charges CRES providers provides reasonable 

compensation to AEP Ohio for the capacity resources that the Companies have dedicated 

through the FRR process to serve retail load in Ohio. AEP Ohio's filing at FERC is 

designed to enable the Companies to recover their costs, as the ctirrent RPM auction 

methodology is not appropriately compensatuig them for meeting their FRR capacity 

obligations. Under an RPM based compensation mechanism, CRES providers in AEP 

Ohio's service territory would be effectively usnig AEP Ohio's capacity resoiirces to 

cover their capacity obUgations while paying a rate that is in no way related to the cost of 

those resources. AEP Ohio retains all the risk of FRR resource penalties in PJM with no 

mechanism to pass along any incurred penalties to CRES providers; essentially CRES 

providers get the benefit of AEP Ohio's resources without any of the associated risks. 

Unlike the PJM capacity auction rate, the Companies proposed a cost based approach that 
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will likely result in more stable capacity rates for CRES providers and reduce the entry 

and exit of CRES providers as the PJM auction rate experiences significant changes. The 

table below shows the volatihty of PJM auction rates in recent years. 

RPM Clearing 
Price 
Maximum 
Potential RPM 
Rate* 

PJM Auction Rates by Plaimmg Year 
($/MW-day) 

PY08/09 

$126.99 

$270.39 

pyo9/io 

$113.17 

$261.88 

PY10/11 

$197.24 

$264.49 

PY11/12 

$116.33 

$255.01 

pyi2/i3 

$17.40 

$437.82 

PY13/14 

$30.17 

$518.95 

* based upon 150% of net CONE 

Although recent PJM auction rates are quite low, there is no guarantee that these 

rates will remain low in the fiiture. PJM auction rates are capped at 1.5 times the net cost 

of a new entry. With littie incentive at the recent RPM auction rates to add new capacity, 

it is not unexpected that capacity supplies will remain flat or be reduced in coming years. 

Consequently, when demand rebounds with economic recovery, PJM auction rates, in all 

likelihood, will rise dramatically with a direct negative impact on shopping in Ohio under 

a FRR-based mechanism. 

The CRES providers are sophisticated and knowledgeable entities and were, or 

should have been, aware of the provision in the RAA that provided AEP Ohio the abiUty 

to change the capacity compensation to a cost-based method. In addition, as clearly laid 

out below in Section 9 of the RAA, CRES providers have and will continue to have the 

option to avoid compensating AEP Ohio for capacity by providhig "to the FRR Entity 

Capacity resources sufficient to meet the capacity obligation... for the switched load." 

9. Notwithstanding the foregomg, in lieu of providing the compensation 
described above, such altemative retail LSE may, for any Delivery Year 
subsequent to those addressed in the FRR Entity's then-current FRR 
Capacity Plan, provide to the FRR Entity Capacity Resources sufficient to 
meet the capacity obligation described in paragraph D.2 for the switched 
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load. Such Capacity Resources shall meet all requirements applicable to 
Capacity Resources pursuant to this Agreement and die PJM Operating 
Agreement, all requirements apphcable to resources cormnitted to an FRR 
Capacity Plan tmder this Agreement, arid shall be committed to service to 
the switched load under the FRR Capacity Plan of such FRR Entity. The 
altemative retail LSE shaU provide the FRR Entity all information needed 
to fulfill these requirements and permit the resource to be included in the 
FRR Capacity Plan. The altemative retail LSE, rather tiian the FRR Entity, 
shall be responsible for any performance charges or compHance penalties 
related to the performance of the resources committed by such LSE to the 
switched load. For any Delivery Year, or portion thereof, the foregoing 
obligations apply to the altemative retail LSE serving the load during such 
time period, PJM shall manage the transfer accoimting associated with 
such compensation and shall administer the collection and payment of 
amounts pursuant to the compensation mechanism. 

Such load shall remain under the FRR Capacity Plan until the effective 
date of any termination of the FRR Altemative and, for such period, shall 
not be subject to Locational Reliability Charges under Section 7.2 of this 
Agreement. 

The fact that the CRES providers did not avail themselves of this option should in no way 

limit AEP Ohio's right to collect cost based capacity charges. 
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CONCLUSION 

As outlined in its application for rehearing, AEP Ohio's position is that the 

Commission should grant rehearing to reverse and vacate the interim rate established in 

Finding 4 of the Entry and to narrowly tailor its review of the Companies' current 

capacity charges as proposed in Finding 5 to be consistent with its lunited authority under 

both federal and state law. If the Commission proceeds with this investigation over AEP 

Ohio's objection, it should do so in a manner consistent with the comments outlined -

above. 

RespCjc tiully submitted. 

Steven T. Nourse 
American Electric Power Corporation 
1 Riverside Plaza, 29^ Floor 
Columbus, Ohio 43215-2373 
Telephone: (614) 716-1608 
Facsimile: (614) 716-2950 
stnourse@aep.com 

Counsel for Colimibus Southern Power 
Company and Ohio Power Company 
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I certify that Columbus Southem Power Company's and Ohio Power Company's 

foregoing Comments was served by First-Class U.S. Mail upon counsel for all parties of 

record identified below this 7th* day of January, 2011. 

Steven T. Nourse 
Thomas W, McNamee 
Assistant Attomey General 
Public Utilities Section 
180 East Broad Street, 6tii Floor 
Columbus, Ohio 43215-3793 

Samuel C, Randazzo 
Joseph E. Oliker 
McNees Wallace & Nurick LLC 
21 East State Street, 17th Floor 
Columbus, OH 43215 

Jody M. Kyler 
Jeffrey L. Small 
Assistant Consumers' Coimsel 
Office of the Ohio Consumers' Coimsel 
10 West Broad Street, Suite 1800 
Columbus, Ohio 43215-3485 

David C. Rinebott 
Colleen L. Mooney 
Ohio Partners for Affordable Energy 
231 West Lima Street 
Findlay, Ohio 45839-1793 

David F. Boehm 
Michael L. Kurtz 
Boehm Kurtz & Lowry 
36 East Seventii Street, Suite 1510 
Cincinnati, Ohio 45202 
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American Electric Power 
801 Pennsylvania Avenue N.W. 
Suite 320 
Washington, E>C2Q004 

AMMieAN'' • AEP.com 

BMrnSK 

November 24, 2010 

Kimberly D, Bose, Secretary 
Federal Energy Regulatory Commission 
888 First Stteet, NJB., Room lA 
Washington, D.C. 20426 

Moniqiie Rowtham-
Kennedy 
Senior Counsel - Re: PJM Intercormection, L.L.C., DkL No. ERl 1 - -̂000 
aô )?̂ ^̂ ^̂ ^̂  - (RelatedtoDocketNos.'ERll-1995,-1997,-2034) . 
(202) 383-3459 CF) 

Dear Secretary Bose: 

Pursuant to a Deficiency Letter issued in the above-captioned dockets on November 
19, 2010, American Electric Power Service Corporation ("AEPSC^ on behalf of 
Columbus Southem Power Company ("CSPCo") and Ohio Power Company C'OPCo") 
(CSP and OPCo are herein collectively referred to as the "AEP Ohio Companies") hereby 
resubmits the tariff records filed in the above-captioned dockets. The records were 
originally submitted as OPCo and CSPCo rate schedules and are now being submitted as 
Schedule 8.1 - Appendix to the PJM Interconnection, L.L.C. Reliability Assurance 
Agreernent ("RAA"). hi order to ensure a complete record in this new docket, the prior 
transmittal letter,and attachments are largely being resubmitted. AEP separately will 
withdraw all of its filings in the above-referenced dockets. 

The tariff records submitted herewith are foraiula rate templates under which each 
of the AEP Ohio Companies will calculate their respective edacity costs (''Capacity 
Compensation Formulae") under Section D.8 of Schedule 8.1 of the Reliability 
Assurance Agreement ("RAA"). Consistent witii the AEP Ohio Companies' capacity 
obligations under the RAA, AEP proposes that the AEP Ohio Companies recover 
capacity costs calculated pursuant to these Capacity Compensation Formulas j&om 
Competitive Retail Electric Service Providers ("Ohio CRES ^Providers") in Ohio, a retail 
choice state. The Capacity Compensation Formulas filed herewith are identical to tiiose 
filed on November I, 2010 and amended on November 5, 2010 in the above-captioned 
dockets, but for the covers and the inclusion of the rate schedule number. Minor edits 
have been made to the covers to reflect their new placement in the PJM RAA. AEP 
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stresses, however, that no changes were made to the formula rates that originally "were 
submitted on November 1̂ *. 

The Deficiency Letter suggests that the Capacity Compensation Formulae should be filed 
under Attachment M-2 or whatever other section PJM designates for such provision of 
the PJM Open Access Transmission Tariff as in Commonwealth Edison Company and 
Commonwealth Edison Company of Indiana^ Inc., 133 FERC % 61,118 (2010). PJM has 
designated Schedule 8.1 - Appendix to the RAA for the filing of the Capacity 
Compensation Formulae.̂  

AEP respectfiilly requests waiver of the Commission rules so that the Commission 
maintains the schedule currently being considered in the above-captioned dockets in the 
new docket established to consider this filing and issues an order acceptii^ tiie Capacity 
Compeiisation Formulas and permitting the new capacity rates to become effective on 
January 1, 2011. AEP further requests that the Commission establish a date for 
interventions and protests no later than December 10,2010 (the date previously requested 
by several parties to this proceeding) and, in light of die short-time before the requested 
effective date specify that any protests or comments be electronically served on counsel 
for AEP no later than 12:00 pm on December 10*. 

As in the captioned dockets, the AEP Ohio Companies submit with this filing 

1. This letter of ttansmittal; 

2. Tariff Records - Schedule 8.1 - Appendix (OPCo) and Schedule 8.1 -
Appendix (CSPCo) 

3. Attachment A, which populates the Capacity Compensatioii Formulas 
with OPCo and CSP Form 1 cost data to illustrate the implementation of 
the formulas; 

4. Attachment B, which compares OPCo and CSP actual compeiisation under 
the current rates to the compensation that OPCo and CSP would receive 
under the applicable Capacity Compensation Formula; and 

6. Attachment C, which is a copy of Section D.8 of Schedule 8.1 of the PJM 
Reliability Assurance Agreement. 

L Background 

The PJM Capacity Market is designed to ensure the adequate availability of 
necessary resources that can be called upon to ensure die reliablHty of the grid. The basis 
for the capacity market design is the Reliability Pricing Model fHPM"). The PJM 
Capacity Market also contams an altemative method of participation, known as the Fixed 
Resource Requirement C'FRR") Alternative. The FRR Altemative provide a Load 

^ Pui^uant to section 16.4 of the RAA, &e PJM Board of Directors will take up the issue 
of incorporating Schedule 8.1 - Appendix into the RAA at its December 1,2010 meeting. 



The Honorable Kimberly D. Bose 
November 24,2010 
Page 3 of9 

Serving Entity ("LSE") witii the option to submit a FRR Capacity Plan and meet a fixed 
capacity resource requirement as an altemative to the requhement to participate in the 
RPM, which includes a variable capacity resource requirement. The RAA sets forth the 
rules of participation the PJM Capacity Market and also establishes capacity obligations 
of PJM Load Serving Entities. Section D.8 of Schedule 8.1 the RAA provides: 

... In a state regulatory jurisdiction that has implemented retail choice, tiie 
FRR Entity must mclude in its FRR Capacity Plan all load, including 
expected load growth, in the FRR Service Area, notwithstanding the loss 
of any such load to or among altemative retail LSEs. In the case of load 
reflected in the FRR Capacitv Plan that switches to an altemative retail 
LSE. where the state regulatory jurisdiction requires switching customers 
or the LSE to compensate the FRR Entity for its FRR capacitv obligatiops, 
such state compensation mechanism will prevail. In the absence of a state 
compensation mechanism^ the applicable altemative retail LSE shall 
compensate the FRR Entity at the capacity price in the unconstrained 
portions of the PJM Region, as determined in accordance with Attachment 
DD to die PJM Tariff: provided that the FRR Entity may, at any time, 
make a filing with FERC under Sections 205 of the Federal Power Act 
proposing to change the basis for compensation to a method based on the 
FRR Entity's cost or such other basis shown to be just and reasonable, and 
a retail LSE may at any time exercise its rights under Section 206 of the 
FPA. (Emphasis supplied.) 

The AEP Ohio Companies participate in the PJM Capacity market as FRR 
entities. Ohio has not estabUshed a compensation mechanism for capacity sales. 
Therefore, beginning in June 2007, when the PJM RPM maricet commenced, the AEP 
Ohio Companies began receiving capacity conipensation fi*om Ohio CRES Providers 
based on the RPM clearing price mechanism. Pursuant to Section D,8 of Schedule 8.1 of 
the RAA, the AEP Ohio Companies now elect to change the basis for this compensation 
to a cost-based method; i.e. die Capacity Compensation Formulas. 

XL The Capacity Compensation Formulas 

AEP's proposed Capacity Compensation Formulas are designed to recover fiom 
Ohio CRES Providers the appropriate share of the AEP Ohio Companies' respective total 
generation revenue requhement through annually-adjusting formulas that track actual 
capacity costs. The formulas are fairly standard cost-of-service trackers and are 
consistent with formulas utilized by other AEP utilities, which are on file with the 
Commission. 

One significant difference, however, is that AEP is not proposing die typical two-
step formula rate process, under which the utility initially projects the next year's costs 
and then, several months after the end of that rate year, makes a tme-up calculation based 
on actual costs. Instead, the Capacity Compensation Formulas are based on actual data 
from the prior year, as shown on the most current FERC Forms 1 subrhitted by OPCo and 
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CSP. The rates will adjust each June 1 and remain in effect through the following May 
31. Thus, for example, during January through May 2011, the daily capacity charges will 
be based on 2009 costs, as set out in the Forms 1 filed in 2010. Beginning in Jime 2011, 
the AEP Ohio Companies' capacity charges will reflect 2010 costs, as set out in the AEP 
Ohio Companies' Forms 1 filed in 2011. This methodology is particularly appropriate 
for the FRR capacity market, as it provides the Ohio CRES I^viders with certainty as to 
the daily capacity charges; Le., they will not be subject to potential surcharges after the 
tme-up calculations are performed. It also avoids the need for the projection and tme-up 
review processes. 

The formulas use year-end plant balances, including construction work in 
progress ("CWIP"), for the AEP Ohio Companies to detemiine their respective annual 
net revenue requirements. The formulas do not recover costs related to e n ^ ^ or fuel, 
because tiiose are separate products that are not included within the RPM edacity 
obHgations. Nor do tiiefcamulas include transmission costs; those costs are recovered 
under the PJM open access transmission tariff. 

The formula templates consist of several exhibits that set out the underlying 
calcuiations that produce the $MW-Day charge that will be assessed to the CRES Ohio 
Providers. These exhibits ^ow the source of the input data, which in most cases are 
FERC Form 1 data (identified as *TF1" in the formula, with page and line referenced), 
but in certain cases the data are derived fiom referenced workpapers. The templates are 
vhtually identical for OPCo and CSP, so in the following discussion, AEP describes the 
OPCo formula rate template, but that discussion equally applies to CSP. 

Exhibh OP-1.1 to the OPCo Capacity Compensation Fomiula shows the hourly 
capacity charge, and OP-1.2 shows that the diarge is derived by dividing the annual 
production fixed cost divided by OPCo's 5-CP/361 Exhibit OP-1.3 shows die 
calculation of the costs for generator step-up traiisformers and as§ociated equipment The 
derivation of the annual production fixed cost (consisting of return on rate base, operation 
and maintenance ("O&M") expenses, depreciation expenses, taxes other than income 
taxes, and income taxes) is shown on Exhibit OP-1.4. Exhibits OP1.5 through 1.19 show 
the calculation of the various other cost components tiiat feed into die annual production 
fixed cost, including return on rate base, accumulated depreciation and accumulated 
deferred income taxes, general plant allocations and administrative and general expense 
allocations, cash workmg capita! requirements, production-related materials and supplies, 
the composite cost of capital (long-term debt, preferred stock, and common stock - each 
of which has a separate schedule), fixed production O&M costs, depreciation, and taxes 
(income and production-related other than income). 

The formula rate templates submitted with this filing closely adhere to the 
capacity-charge portion of formida rate templates that an AEP utility affiliate, 
Southwestem Electtic Power Company CSWEPCO"), submitted on October 25,2010, in 
connection with a settlement in Docket Nos. ER08-I501 and ER09-86, which SWEPCO 
expects will be uncontested. Although that submission was made as part of a settlement 
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and AEP understands that settlements do not establish precedent and cannot be used for 
that purpose, AEP references that submission because the SWEPCO formulas were 
carefully reviewed by FERC Trial Staff, who offered many helpful suggestions to make 
the foimulas more transparent and user-friendly. 

A. Specific Formula Components 

The Capacity Compensation Formulas are intended to permit the AEP Ohio 
Companies to recover 100% of CWIP expenditures for Pollution Control Facilities and 
Fuel Conversion Facilities (as defined in Section 35.25 of the Commission's regulations), 
and 50% of all otiier CWIP expenditures. AEP will file annually with the Commission 
the AEP Ohio Companies' CMP expenditures with supporting workpapers showing the 
derivation of the CWIP expenditures. 

AEP proposes to make this filing by June 1 each year, in conjunction with the 
annual update to the capacity charges, and AEP will revise the CWIP expenditures if 
subsequently required by the Commission. This process is very similar to that used by 
SWEPCO for its adjustment to CWIP costs, as accepted for filing in Southwestern 
Electric Power Company, Docket Nos. ERl0-207 and ERlO-208, by Letter Order issued 
December 16, 2009. AEP will adjust the AEP Ohio Companies' respective production 
invested capital each year to ensure that the formulas will not include a charge for 
capitalized AFUDC and corresponding amounts of CWIP included in rate base. 

AEP proposes a similar process for the recovery of costs related to Post-
Employment Benefits otiier than Pensions ("PBOPs") and Post Employment Benefits 
("PEBs"). Like the CWIP process, AEP will file annually witii tiie Commission the AEP 
Ohio Companies' respective PBOP and PEB expenditures, with supporting woriq)apere; 
again, AEP wiU revise the PBOP and PEB costs if subsequentiy requirejd by the 
Commission. AEP proposes to provide the revised costs in conjunction with the annual 
filing for the revised CWIP costs discussed above. This process also is consistent with 
SWEPCO's Commission-approved practice for certain of its wholesale recpiirements 
conttacts, as evidenced by Letter Onier issued June 25, 2010, in Southwestern Electric 
Power Co., Docket No. ERi09-1298. 

AEP proposes an initial rate of return on common equity ("ROE") of 11,1%. 
This is the same ROE that was included in the contacts accepted for filing in 
Southwestern Electric Power Co,, Docket Nos, ERl0-207 and ERlO-208. Any changes 
to the ROE will requhe prior approval of the Commission under Sections 205 or 206. 

Finally, consistent with Section D.8 of Schedule 8.1, AEP has the unilateral r i ^ t 
under Section 205 to request that the Commission change the formulas or any 
components, such as ROE or CWIP. Likewise, Ohio CRES Providers will have the 
unilateral right under Section 206 to request that the Commission change the formulas or 
any components. 
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B. Cost Support 

In Attachment A, AEP shows OPCo's and CSP's Capacity Compensation 
Formula populated with 2009 costs derived from each of the companies' FERC Forms 1. 
The daily capacity charges shown on this exhibit are the rates that AEP proposes that 
OPCo and CSP charge beginnmg on January 1,2011. 

The cost-of-service data set out in Attachment B show the implementation of the 
fbnnula using 2009 cost data. Attachment B includes two tables that show a comparison 
between the compensation that OPCo and CSP each received under the existing RPM 
clearing price mechanism and the compensation that they.each would have received had 
the capacity charges been derived pursuant to the new Capacity Compensation Formulas. 
Because the level of load served by Ohio CRES Providers is dynamic, AEP has 
annualized the load data for September 2010, the last month for which such data are 
available, as the basis for a twelve-month comparison. The tables confirm "diat the AEP 
Ohio Companies have not been fidly recovering from Ohio CRES Providers a fully-
allocated share of their respective capacity costs. 

C. AEP Ohio Companies' Merger 

On October 18,2010, CSP and OPCo filed witii the Pubhc Utihties Commission 
of Ohio an application to enable the merger of CSP into OPCo, with OPCp being the sole 
surviving company. These companies intend to file an application witii this Commission 
under Section 203 of the Federal Power Act for authority to merge the tv(p companies. 
Upon consummation of the merger transaction, OPCo will own all of the CSP generation 
and assume all of CSP's utility obligations, including to supply FRR capacity. The 
merger transaction is e3q)ected to close on a timetable that will enable the surviving 
compeuiy to commence operations in 2011. Once the surviving company (OPCo) begins 
such operations, OPCo will file a single FERC Forrn 1 that will reflect, among other 
things, die generating capacity curr^tly owned separately by OPCo and CSP. 

AEP proposes that the OPCo and CSP rates be derived from theur respective 
FERC Forms 1 until the year in which the merged company files a single FERC Form 1. 
Thus, for example, if OPCo commences operations as the surviving company m 2011,, 
and tiien submits a consolidated FERC Form 1 in the Spring of 2012, the existmg OPCo 
and CSP rates would continue to be charged through May 31, 2012, and then,, beginning 
on June 1, 2012, the rates for all Ohio CRES Providers would be calculated Under the 
OPCo Capacity Compensation Formula based on the costs derived from OPCo's then 
recently-filed FERC Form I. 

m , COMPLIANCE WITH 18 C.F.R. § 35,13 

In compliance with the requirements of 18 C.F.R. § 35.13, AEP states as follows: 
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A. General Information - 18,C.FJR. § 35,13(b) 

The documents provided witii this filing include this Transmittal Letter and the 
documents listed on page 2 above. The persons upon whom this filmg has been served 
are set out below in Section IV. A description of and the reasons for the rate changes 
proposed are discussed in this Transmittal Letter. AEP further states that there are no 
costs included in the cost-of-service data that have been alleged or judged in any 
administrative or judicial proceeding to be illegal, duplicative, or unnecessary costs that 
are demonstrably the product of discrhninatory employment practices. 

B. Cost of Service Information 

As discussed above, AEP submits herewith cost-of-service data in Attachment A 
that provide detailed information sufficient to permit the Commission to assess the 
reasonableness of the capacity charges under each of the AEP Ohio Companies Cŝ >acity 
Compensation Formulas. AEP requests waiver of those provisions in. Section 35.13 tiiat 
would require AEP to submit any additional cost-of-service data specified in the 
regulations. 

In accordance with Section 35.13(c)(1), as described above. Attachment B 
compares the compensation that each of the AEP Ohio Companies has received under the 
existing RPM clearmg price mechanism with the compensation that would have been 
received had the Capacity Compensation Formulas been m effect 

C. Effective Date 

AEP requests waiver of Section 35.3 as necessary to permit the new formula rat^ 
to become effective on January 1,2011. 

IV. CORRESPONDENCE AND SERVICE 

AEP requests that any correspondence or commimications with respect to this 
filing be sent to the following: 

IVfr. J.T. Salway 
American Electric Power 

Service Corporation 
155 W. Nationwide Boulevard 
Columbus, Ohio 43215 . 
(614)583-6110 
jtsalway@aep.com 

mailto:jtsalway@aep.com
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Monique Rowtham-Kennedy 
Senior Counsel 
American Electtic Power 

Service Corporation^ • 
801 Pennsylvania Avenue, N.W. 
Suite 320 
Washington, D.C. 20004-2684 
(202)383-3436 
(202) 383-3459 [Fax] 
mrowfliam-kennedy@aep.com 

mailto:mrowfliam-kennedy@aep.com
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A copy of this filing has been served on liiQ Public Utihties Commission of Ohio, 
PJM and those listed on the service lists of the captioned dockets. In addition, the filing 
has been posted on AEP Ohio's website at www.aepohio.com/service/choice/cres/. This 
site posts information applicable to Ohio CRES Providers. 

If you have any questions concerning this filing, please do not hesitate to contact 
the undersigned. 

Respectfully submitted, 

AMERICAN ELECTRIC POWER 
SERVICE CORPORATION 

BY'/S/Monique Rowtham-Kennedv 
Monique Rowtham-Kennedy 
Its Attomey 

Cc: Service Lists 

http://www.aepohio.com/service/choice/cres/


Attachment A, Part 1 

Populated Capacity Compensation Formulas witii 2009 OPCo FERC Form 1 cost data to 
illustrate the knplementation of the formulas 



CAPACITY (FIXED) CHARGE CALCULATION Page 1 
12 Months Ending 12/31/2009 (actuals) 

Capacity Daily Charge: 

1. Reference 

2. Amount 

RATE 
$/MVy/Day 

(1) 

P.2 

$38777897 

CAPACir/ 
MW 
(2) 

0 

Annount $ 
(1)X(2) 

(3) 

Col(1)x(2) 

$0.00 



DETERMINATION OF RATES APPLICABLE TO Page 2 
OPC'S CAPACITY REQUIREMENTS 
12 Months Ending 12/31/2009 (actuals) 

1. Capacity Daily Rates 

Annua! Production Fixed Cost 
$/MW = 

(OPC 5 CP Demand/365) (Note A) 

649,773,730 
4.590.8 m s 

Wher^: Annual Production Fixed Cost, P,4 

Note A: Average of demand at time of PJM five highest daily peaks. 

$387.77897 



Generator Step Up Transfomier Workpaper Pag® ^ 
12 Months Ending 12/31/2009 (actuals) 

Reference 

1 - GSU & Associated Investment Note A 40,703,527 

2. Total Transmission Investment FF1, P.207, L58. Col.g 1,164.348,564 

3- Percent (GSU io Total Trans. Investment) L1 / L2 3.50% 

4. Transmission Depreciation Expense FF1. P-336, L7, Col.b 25.505,773 

5. GSU Related Depreciation Expense L 3 x L 4 891.636 

6. Station Equipment Acct 353 Investment FF1. P.207. LSD. Col.g 618,945.996 

7. Perx̂ ent (GSU to Acct 353) L1 / L.6 6.58% 

8. Transmission O&M (Accts 562 & 570) FF1,P.321, L 93, Col.b, 5,406,295 
and LI07. Col.b 

9. GSU & Associated Investment O&M L7 x L.8 355.532 

Note A: Workpapers-tab WP-16 : 



ANNUAL PRODUCTION FIXED COST Page 4 
12 Months Ending 12/31/2009 (actuals) 

PRODUCTION 

Reference Amount 

1. Return on Rate Base . P.5, L.19. Col.(2) $297,934,517 

2. Operation & Maintenance Expense P.14. L15. CoI.(2) $315,740,096 

3. Depreciation Expense P.16. L11, Col.(2) $228,619,407 

4. Taxes Other Than income Taxes P.17, L6. Col.(2) $81,746,087 

5. Income Tax P.18, L5. Col.(2) $121,398,986 

5. Sales for Resale Note A $395,417,383 

7. Ancillary Sen/ice Revenue Note B $242,979 

8. Annual Production Fixed Cost Sum (L1 : L5) - (L6 + L7) $649,778,730 

Note A: Capacity related revenues associated with sales as 
reported in Account 447 (includes pool capacity demand). 

Note B: Workpapers - tab WP-2 



RETURN ON PRODUCUON-REIATED INVESTMENT 
12 Months Ending 12/31/2009 (actuals) 

Pages 

1. ELECTRIC PLANT 

2. Gross Plant in Service 

3. Less: Accumulated Depreciation 

4. Net Plant in Service 

5. Less: Accumulated Deferred Taxes 

S. Plant Held for Future Use (Note A) 

7. Pollution Control CWIP 

a. Non-Pollution Control CWIP (50%) 

9. Subtotal - Electric Plant 

10. WORKING CAPITAL 

11. Materials & Suppfies 

12. Fuel 
13. Nonfue! 
14. Total M S S 

15a. Prepayments Nonlatror (Note C) 
15b. Prepayments Labor (Note C) 
15c Prepayments Total (Note C) 

16. Cash WorWng Capital 

17. Total Rate Base 

18. Weighted Cost of Capital 

19. Return on Rate I 

Reference 

P.6. L.4.Col.(2) 
P.6. L11,CoL{2) 

L.2 - L3 

P.6, L12, Col.(2) 

FF1,P.214 

NoteB 

^toteB 

L 4 - L 5 + L 6 + L.7 + L 8 

AmcHJnt 

(1) 

6,864,412,910 
2,364,441,611 

4,499,971,299 

951.311,415 

0 

43.903,509 

29.607,052 

3,622,170.446 

Demand 

(2) 

6,784,128,742 
2.319.865,618 

4,464.263,123 

832.516,?4a 

0 

43,903,509 

29,607.052 

3,705,256,336 

E n e ^ 

(3) 

80.284.169 
. 44,576,993 

35.708.176 

118.794.567 

0 

0 

0 

(83.086.391) 

P.9i L2. CoI.(2) 
P-9. L8. CQL(2) 

L.12 + L13 

' 

P.8, L7 . Gol.(2) 

L 9 + L14 + L15C+L16 

P.11.L4, Col.<4> 

L17XL18 

327,108.625 
79.263,930 

406.372,555 

2,493.523 
99.194.239 

101,687.762 

60,432.542 

4,190.663,305 

7.68% 

322.040.442 

0 
79.263,930 
79.263.930 

2,464.359 
50.576,880 
53.041,340 

39,414.563 

3,876.976.569 

7.68% 

Z97.934.S17 

327.108.625 
0 

327,108.625 

29.164 
48.617.359 
48.648,522 

21.017.979 

313.686.736 

7.68% 

24,105,925 

Note A: Workpaper(WP) 19 

Note B: Workpapers - teb WP-3. CWIP balances in ^ a formal cannot be changed 
absent an annual informational filing with fte Commission. 

Note C; Prepayments include amounts booked to Account 165. Nonlabor related prepayments allocated to the production 
function based on gross plant on P.6. L.6. Labor related prepayments allocated to production function based on 
wages and salaries on P.7. Note B. 

http://Z97.934.S17
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PRODUCTION-RELATED ADIT 
For the Year Ending December 31, 2009 

1 
2 
3 
4 
5 
6 
7 

S 
9 
W 

11 
12 
13 
14 
15 
16 
17 

18 
19 
20 

21 
22 
23 
24 
25 
26 
27 

28 
29 
30 

31 
32 
33 
34 

35 
36 
37 

38 
39 
40 

41 
42 
43 
44 
45 

Account Descrloft'on 
190 Excluded items 
190 100% Production (Energy) 
190 100% Production (Demand) 
190 Labor Relateci 
190 Total 

Production Allocation 
(Gross Plant or WageafSalaries) 

2S1 
291 
281 
231 
231 

292 
292 
252 
2S2 
2^2 

283 
233 
283 
283 
283 -
283 

Demand Related 
Energy Related 
AHocatfon Basis 

Excluded Items 
100% Producbon (Energy) 
100% Production (Demand) 
Labor Related 

Total ~_ 
Production Allocation 
(Gross Plant or V^feges/Salaries) 

Demand Related 
Energy Related 
Allocation Basis 

Excluded Items 
100% Production (Energy) 
100% Production (Demand) 
Ubor Related 

Total 
Pnaducfion Allocation 
(Gross Plant or Wages/Salaries) 

Demand Fielated 
Ene^y Related 
Allocation Basis 

Excluded Items 
100% Production (Enetgy) 
100% Production (Demand) 
Labor Related 

Total 
Production Allocation 
(Gross Plant or Wages^alaries) 

Demand Related 
Energy Related 
Allocation Basis 

ISummary Production RelatsdADlT | 
P Plant (Energy Related) 
P Plant (Demand Related) 
Labor Related 
Total 

Year End Balance 

3,962.260 
73,651,393 

77,613,653 

(234,470.859) 

(234.470,859) 

(550,453.396) 

(550.453,396) 

(122,756,827) 
(121.243.987) 

(244,000.813) 

Total 1 
(118.794,567) 
(832.516.848) 

0 
(951.311.415) 

Exclusions 

-
0.00% 

~ 

-
0.00% 

• 

-

-
0.00% 

- • 

-
0.00% , 

Demand | 

(832,516.848) 
0 

(832,516,848) 

fEnerav Relatedl 

3,962.260 

3,952,250 
100.00% 

3,962.260 

3,962,260 
Direct 

-

- . . 
100.00% 

Direct 

-

100.00% 

Otrect 

(122,756,827) 

(122.756.827) 
100.00% 

(122.756,827) 

(122.756,827) 
Direct 

Energy | 
(118.794.567) 

0 
0 

(118,794.567) 

fPemand Related^ 

73.651.393 

73.651.393 
100.00% 

73.651,333 

73.651,393 

3-6. L. 7 

(234,470.859) 

(234,470.859) 
IOp.00% 

(234.470,859) 

(234.470,859) 

B-6,L7 

(550.458,396) 

(550.453.396) 
iob.00% 

(550.453.396) 

(550,458.396) 

a-Q,L7 

(121,243,^7) 

(121.241987) 
1<^.00% 

(121,243,987) 

(121,243.987) 
0 

B ^ . L 7 

lahor 

-
66.35% 

B-7, Nr>)R B 

-
66.35% 

B-7. Note B 

-
66.35% 

&-7.MoteB 

-
66.35% 

0 
0 

^ 7 . Note B 

Source: Balances for Accounts 190, 231, 282 and 283 from WP-8a and BaL 



PRODUCTION-RELATED GENERAL PtANT ALL0CAT70N 
12 Months Ending 12/31/2009 (at̂ uals) 

Page 7 

1of2 

Gsneral Plant Accounts 101 and 106 

1. GENERAL PL^NT 

2 
3. Land 
4. General Offices 
5. Total Land 
6 
7. Structures 
8. General Offices 
9. Total Structures 
10 
11. Office Equipment 
12. General Offices 
13. Total Office Equipment 
14. Transportation Equipment 
15. Stores Equiprnent 
16. Tools, Shop & Garage Equipment 
17. Lab Equipnrient 
18. Communications Equipment 
19. Miscellaneous Equipment 
20. Subtotal 
21 . PERCENT 
22. Other Tangible Property 
23. Fuel Fxploration 
24. Rail Car Facility 
25. Total Other Tangible Property 

26. TOTAL GENERAL PLANT 
FF1. P.207 

27. INTANGIBLE PLANT 

26. TOTAL GENERAL AND INTANGIBLE 

29, PERCENT 

30. Total (general and Intangible 
31, Exclude Ottier Tangible (Rallcar 

and Fuel Exploration) 
32. Net General and Intangible 
33. PERCENT 

Total 
System 
(Note A) 

(1) 

4,9Bfi,407 
0 

4,968,407 

66,461,163 
0 

66,461.163 

3,227,863 

3,227.863 
31,743 

269,697 
16.023,187 

570.347 
33,062,228 
2,059.713 

125,674,348 

14,273,535 
0 

14,273,536 

140.947,884 

76,310.966 

217,258,850 

217.258,850 
(14.273.536) 

202,985,314 

Allocation 
Factor 

(2) 

NoteB 

NoteB 

NoteB 

NoteB 
NoteB 
NoteB 
NoteB 
NoteB 
NoteB 

NoteC 

NoteD 
NoteD 

NoteB 

NoteE 

Related to 
Production 

(1)x(2) 

(3) 

3.296,564 
0 

3,296.564 

44.097,331 
0 

44,097.331 

2,141,704 
0 

2.141.704 
21.062 

178.945 
10.631.469 

378,428 
21.936.962 

1.366.630 
84,049,095 

66.35% 

14,273.536 
0 

14.273,536 

98,322.631 

50.632,727 

148.955.358 

68.56% 

148.955.358 
(14,273.536) 

134,681.822 
66.35% 

Demand 

(4) 

1.680.843 
0 

1.680,843 

22,484.223 
0 

22,484.223 

1.092,006 
0 

1.092.006 
10.739 
91.240 

5,420,744 
192.952 

11,185.157 
696,813 

42,854,717 
33.83% 

0 

42.854,717 

25,816.473 

68.671,190 

31.61% 

68.671.190 
0 

68,671.190 
33.83% 

Energy 

(5) 

1,615.721 
0 

1.615,721 

21,613,103 
0 

21,613.108 

1,049.698 
0 

1.049.698 
10,323 
87.705 

5.210,725 
185.476 

10,751,805 
669.817 

41,194,378 
3152% 

14.273,536 
0 

14.273,536 

55,467,914 

24,316.254 

80.284.169 

36.95% 

80,284,169 
(14,273.536) 

66.010,633 
32.52% 



PRODUCTION-REUTED GENERAL PLANT ALLOCATION 
12 Months Ending 12/31/2009 (actuals) 

Page 7 

2o f2 

NOTE A: Data from OPC's Books excluding ARO amounts. 
NOTE B: Allocation factors based on wages and salaries In electric operations and maintenance 
expenses excluding administrative and ger\eral expenses: 
a. Total wages and salaries in electric operation and maintenance expenses excluding 

administrative and general expense, FF1, P.354, Col.(b), Ln-28 - L.27 (see workpaper 9a), 
b. Production wages and salaries In electric operation and maintenance expense, 

FF1. P.354, Col.(b),L20. 
c. Ratio (b/a) 

149.923,667 

99,475.075 
66.351% 

NOTEC: L20,Col.(3)/L20.Col.(1) 
NOTED: Directly assigned to PnDduction 
i^OTEE: L.26,Col.(3)/L.26,Col.(1) 
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CLASSIFICATION OF RXED AND VARIABLE Page 15 
PRODUCTION EXPENSES 

Line 
No. IDescription 
1 POWER PRODUCTION E>CPENSES 
2 Steam Power Generatton 
3 Operation supenflslon and engineering 
4 Fuel 
5 Steam expenses 
6 Steam from other sources 
7 Steam transfen^ed-Cr. 
8 Electric expenses 
9 Miscellaneous steam power expenses 
10 Rents 
11 Allowances 
12 Maintenance superviaon and engineering 
13 Maintenance of stnjctures 
14 Maintenance of boiler plant 
15 Maintenance of etectric plaiit 
16 Maintenance of miscellaneous steam plant 
17 Total steam power generaficm ^qaenses 
18 Hydraulic Power Generation 
19 Operation supervision and engineering 
20 Water for power 
21 Hydraulic expenses 
22 Electric expenses 
23 Misc. hydraulic power generation expenses 
24 Rents 
25 Maintenance supennslon and engineering 
26 Maintenance of stnjctures 
27 Maintenance of reseivoirs, dams and watenways 
23 Maintenance of electric plant 
29 Maintenance of miscellaneous hydraulic plant 
30 Total hydraufic power generation expenses 
31 Other Power Generation 
32 Operation supenn'sion and otgine^ng 
33 Fuel 
34 Gena^Uon expenses 
35 Misc^aneous other power gwieratlon expenses 
35 Rents 
37 Maintenance supervision and engineering . 
SB Maintenance of structures 
39 Maintenance of generation and electric plant 
40 Maintenance of misc other power generation plant 
41 Total other power generation e^^nses 
42 Other Power Supply Ejgienses 
43 Purchased power 
44 System con&iol and load dispatching 
45 Other expenses 
46 Station equipment operation expense (Note A) 
47 Station equipment maintenance expense (Note A) 

Note A: Restricted to expenses related to Gerverator Slep-up Transformers and O th^ Generator related expenses. 
See Note D, Page 6 

F E R C Account 
No. 

500 
501 
502 
503 
504 
505 
506 
507 
509 
510 
511 
512 
513 
514 

535 
536 
537 
538 
539 
540 
541 
542 
543 
544 
545 

546 
547 
548 
549 
550 
551 
552 
553 
554 

555 
556 
557 
562 
570 

Biergy 

Related 

_ 

XX 
-
XX 
XX 
-
-
-
XX 
XX 
-
XX 
XX 
-

-
-
-
-
-
-
-
-
XX 
-

XX 
-
-
-
-
-
-
-

XX 
-
-
-
-

Demand 
Related 

XX 
-
XX 
-
-
XX 
•̂ xx 
XX 
-
-
XX 

; 
-
XX 

XX 
XX 
XX 
XX 
XX 
XX 
XX 
XX 
XX 
-
XX 

XX 
^ 

XX 
XX 
XX 
XX 
XX. 
XX 
XX 

XX 
XX 
XX 
XX 
XX 



PRODUCTION-RELATED DEPRECIATION EXPENSE 
12 Months Ending 12/31/2009 (actuals) 

Page 16 

1. 

2. 

3-

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

PRODUCTION PLANT 

Steam 

Nuclear 

Hydro 

Conventional 

Pump Storage 

Other Production 

InL Connb. 

Other 

Production Related General 8t Intangible Plant 

Generator Step Up Related Depreciation (Note A) 

Total Production 

Depreciation 
Expense 

(1) 

217,078,035 

0 

0 

0 

0 

0 

0 

2.998,687 

15,005.670 

891,636 

235.974,027 

Demand 
(2) 

217,078,035 

0 

0 

0 

0 

Q 

0 

2.998,687 -

7.651.049 

891.636 

228,619.407 

Energy 
(3) 

0 

0 

0 

0 

0 

0 

0 

, 0 

7,354.621 

0 

7,354.621 

Note: Lines 1 through 8 will be Depredaffon Expense rsported on P.336 of the 
FF1 excluding the amortizafion of acquisition adjustments. 

Line 9 will be total General & Intangible Plant (from P.336 of the FF1, adjusted for 
amortization adjustments) times ratio of Production Related General 
Plant to total General Plant computed on P.7. L33, Col(3) 

Depreciation expense excludes amounts associated with ARO. 

Note A; Line 10, see P.3, L.5 



PRODUCTION RELATED 
TAXES OTHER THAN INCOME TAXES 
12 Months Ending 12/31/2009 (actuals) 

Page 17 

1 

2 

3 

4 

5 

S 

PRODUCTION RELATED TAXES OTHER THAN INCOME 

Labor Related 

Property Related 

Other 

Production 

Gross Rnr^ipts / Commission AssB^mants 

TOTAL TAXES OTHER THAN INCOME TAXES 

SYSTEM 
REFERENCE 

Note A 

Note A 

Note A 

NoteE 

Note A 

Sum L I : L5 

AIWOUNT 
(1) 

7,986,075 

88,052.879 

(2.737.876) 

19,124,886 

81,010,982 

193,436,946 

% 

NoteB 

NofaC 

N(?teC 

pg6,col 
3.1ir»e4 

NoteD 

PRODUCnOM 
AMOUNT 

(2) 

2.701,739 

62,073^18 

(1.930.076) 

.18.901,207 

0 

81,746,087 

Note A: Taxes other than Income Taxes will he those reported in FERC-1, Pages 262 & 263. 

Note B: Total (Col. (1), L I ) allocated on the basis of wages & salaries in 
aectr ic G S M Expenses (e»cl. A & G), P.354, CoL(b) and Senflces 
shown oh Woricsheets WP-9a and WP-9b. 

(1) T o t a l W & S ( e x d . A & G ) 
(2) Production'W&S 
(3) Ppoducljon Demand W & S 

Note 0: Allocated on the t>asis of Gross Plant Inves&nent from 
Schedule B-6, l j i .7 

Amount 
149,923.567 100.00% 
99,475,075 66.35% 
50,720.072 50.99% 

Note D-. Not allocated lo wholesale 

Note E: Clas^tied based on gross produt^on plant in sen/ice 



PRODUCTION-RELATED INCOME TAX 
12 Months Ending 12/31/2009 (actuals) 

1. Return on Rate Base 

Z Effective Income Tax Rate 

3. Income Tax Calojlated 

4. l i e Adjustment 

5. Income Tax 

Reference 

P.5. L19 

P. 19. L.2 

L I X L2 

P.19. L13 

L3 + L4 

Amount Demand 
(1) (2) 

322,040,442 297,934,517 

40.9090% 40.9090% 

131,743.423 121,881,938 

(488,667) (482.952) 

131.254.755 121,398,986 

Page IS 

Energy 
(3) 

24,105.925 

40.9090% 

9,861,485 

(5,715) 

9,855,770 

Note A Classification based on Production Plant dassificahon of P.19, L20 and L21. 



COMPUTATION OF EFFECTIVE INCOME TAX RATE 
12 Months Ending 12/31/2009 (actuals) 

Page 19 

1. T=1-{[(1-SIT)*(1-FIT)]/(1-SIT*FIT*p)} = 

2. EIT=(T/(1-T)) * (1 -{WCLTD/WACC}) = 

3. where WCLTD and WACO from Exhibit B-11 
and Fit. SIT & p as shown below. 

4. GRCF=1/(1-T) 

5. Federal Income Tax Rate 
6. State Income Tax Rate (Composite) / 
7. Percent of FIT deductible for state purposes 
8. • Weighted Cost of Long Term Debt 
9. Weighted Average Cost of Capital 

10. Amortize Investment Tax Credit (enter negative) 
11. Gross Plant Allocation Factor 
12. Production Plant Related ITC Amortization , 
13. ITC Adjustment 

14. Gross Plant Allocator 
15. Gross Plant 
16. Production Plant Gross 
17. Demand Related Production Plant 
18. Energy Related Production Plant 

19. Production Plant Gnjss Plant Allocator 
20. production Plant - Demand Related 
21. Production Plant - Energy Related 

36-08% 

40.91% 

1.5644 

FIT 
SIT 
p 
WCLTD 
WACO 

FF1,P.114,L19.CoLc 
L19 

L12XL.4 

P.6,L6;Col.2 
P.6, L5, CoL2 
PJ6, L5. Col.3 
P.6, L5, Col.4 

L16 /L15 
L17 /L15 
L18/L.15 

35.0000% 
1.6600% 
0.0000% 
2.115% 
7.685% 

(437.912) 
71.330% 

(312,361) 
(488.667) 

Tcrtal 
9,623,507.282 
6,864,412,910 
6.784,128.742 

80.284.169 

71.330% 
98.830% 
1.170% 



Attachment A, Part 2 

Populated Capacity Compensation Fomulas with 2009 CSP FERC Form 1 cost data to 
illustrate the implementation of the formulas 



CAPACITY (FIXED) CHARGE CALCULATION Page 1 
12 Months Ending 12/31/2009 (actuals) 

Capacity Daily Charge; 

1. Reference 

2. Amount 

RATE 
$/MW/Day • 

(1) 

P.2 

$299.80517 

CAPACITY 
MW 
(2) 

0 

Amount $ 
(1)x(2) 

(3) 

Col(1)x(2) 

. $0.00 



DETERMINATION OF RATES APPLICABLE TO Page 
CSP'S CAPACITY REQUIREMENTS 
12 Months Ending 12/31/2009 (actuals) 

1. Capacity Daily Rates 

Annual Production Fixed Cost 
$nm (CSP 5 CP Demand/365) (Note A) 

415.260,737 
3.794.8 /365 

Where: Annual Pnaductlon Poced Cost. P.4 

Note A: Average of demand at time of PJM five highest daily peaks. 

$299,80517 



Generator Step Up Transfomner Wor1q3aper P̂ Q© 3 
12 Months Ending 12/31/2009 (actuals) 

Reference 

1. GSU & /Associated Investment Note A 8.954,491 

2. Total Transmission Investment FF1. P,207, L58, Col.g 619,883,849 

3. Percent (GSU to Total Trans. Investment) L I / L.2 1.44% 

4. Transmissbn Depredation Expense FF1, P.336, L7. Col.b 12,769,913 

5. GSU Related Depredation Expense L3 x L4 134,467 

6. Station Equipment Acct 353 Investment FF1, P.207, L50, Col.g 309,136.250 

7. Perx̂ ent (GSU to Acct 353) L I / L.6 . 2.90% 

8. Transmission 0&M(Aocts562 & 570) FF1,P.321, L 93. Col.b, 2,561.238 
andL107, CoI.b 

9. GSU & Associated Investment O&M L7 x L8 74,189 

Note A: Workpapers - tab WP-16 



ANNUAL PRODUCTION FIXED COST 
12 Months Ending 12/31/2009 (actuals) 

1. Retum on Rate Base 

2. Operation & Maintenance Expense 

3. Depredation Expense 

4. Taxes Other Than Income Taxes 

5. Income Tax 

6. Sales for Resale 

7. Andllary Service Revenue 

8. Annual Production Fixed Cost 

Reference 

P.5,L19,CoL(2) 

P.14. L15.Col.(2) 

P.16, L.11,Col.(2) 

P.17. L5. CoL(2) 

P.18. L5, CoL(2) 

Note A 

NoteB 

Sum(L.i:U.5)-(L6 + L7) 

Page 4 

PRODUCTION 
Amount 

$125,285,005 

$157,813,367 

$55,060,009 

$50,322,027 

$43,014,129 

$16,031,652 

$202,147 

$415,260,737 

Note A: Capadty related revenues assodated with sales as 
reported in Account 447(indudes pool capacity payments). 

Note B: Woriqaapers - tab WP-2 



RETURN ON PRODUCTION-RELATED INVESTMENT 
12 Months Ending 12/31/2009 (actuals) 

Pages 

1. ELECTRIC PL/^T 

2. Gross Plant in Service 

3. Less: Accumulated Depreciation 

4. Net Plant in Service 

5. Less: Accumulated DefenBd Taxes 

6. Plant Held for Future Use 

7.. Pollution Control CWIP 

8. Non-Pollution Control CWIP (50%) 

9. Subtotal - Electric Plant 

10. WORKING CAPITAL 

11. Materials & Supplies 
12. Fuel 
13. Nonfuel 
14. Total M & S 

15a. Prepayments Nonlabor (Note C) 
15b. Prepayments Labor (Note C) 
15c Prepayments Total (Note C) 

16. . Cash Vtorking Capital 

17. Total Rate Base 

18. Weighted Cost of Capital 

19. Retum on Rate Base 

Reference 

P.6, L4, Col.(2) 
P.e.LII , Col.(2) 

L2-L.3 

P.6, L12, Col.<2) 

Note A 

NoteB 

NoteB 

L4 - L5 + L6 +1.7 + La 

Amount 
(1) 

2.763,563,767 

1.043,595,854 

1,719,967,912 

321,423,744 

4,303,976 

19.175.206 

1,427.389,515 

Demand 
(2) 

1,029,031,669 

1,709,215.326 

298,276,409 

5,366,165 

4,303,976 

19.175,206 

1,439,784,264 

Energy 
(3) 

25,266,872 
14,514,285 

10.752,587 

23,147,336 

0 

0 

0 

(12.394.749) 

P.9,L2,Col.(2) 
'p.9, L 3 , Col.(2) 
L 1 2 + L 1 3 

P.8. L7 . Col,(2) 

L 9 + L14 + L15C+L.16 

P.11,L4,CoL(4) 

L 1 7 x L 1 8 

72.012,385 
29,561,203 

101,573,588 

6,113,535 
58,219,536 
64,333.071 

22.757,391 

1,616,053,565 

8.23% 

132.927,896 

0 
29.561.2^)3 
29.561 .iSW 

6,057,640 
35,368.378 
41.426,018 

12,364,628 

1,523,136,112 

3.23% 

125,285,005 

72.012,385 

0 
72.012.385 

55,895 

22,651,158 

22,907.053 

10,392,764 

92.917,453 

8.23% 

7.642,891 

Note A Workpaper (WP) 19 

Note B; Workpapers - tab WP-3. CWIP balances in the fbnnula cannot be changed 
absent an annual informational filing with ttie Commission. 

Note C: Prepayments include amounts booked to Account 165. Nonlabor related prepayments allocated 16 the producbon 
funchon based on gross plant on P.6, L7. Labor related prepayments alkicated to production HirK t̂ion based on 
wages and sallies on P.7, Note B. 
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PRODUCTION-RELATED ADIT 
For the Year Ending December 31, 2009 

Page 6a 

1 
2 
3 
4 
5 
6 
7 

8 
9 
10 

11 
12 
13 
14 
15 
16 
17 

IB 
19 
20 

21 
22 
23 
24 
25 
26 
27 

28 
29 
30 

31 
32 
33 
34 
35 
35 
37 

38 
39 
40 

41 
42 
43 
44 
45 

Account DescriDtion 
190 Excluded Items 
190 100% Production (Energy) 
190 100% Production (Demand) 
190 Labor Related 
190 Total 

Production Allocation 
(Gross Plant or Wages/Salaries) 

281 
281 
281 
281 
281 

282 
282 
282 
282 
282 

283 
283 
283 
283 
283 
233 

Demand Related 
Energy Related 
Allocation Basis 

Excluded Items 
1D0?6 ProcJuctioh (Energy) 
100% Praductton (Demand) 
Labor Related 

Total 
Production i^locatbn 
(Gross Plant or Wages/Ralaries) 

Demand Related' 
Energy Related 
Allocation Basis 

Excluded Items 
100% Production (Energy) 
100% Production (Demand) 
Labor Related 

Total 
Production Allocation 
(Gross Plant or Wagea/Salaries) 

Demand Related 
Energy Related 
Aliocafon Basis 

Excluded Items 
100% Production (Energy) 
100% Production (Demand) 
Labor Related 

Total 
Production Allocation 
{Gross Plant or Wages/Salaries) 

Demand Related 
Energy Related 
Allocation Basis 

[Summary Production Related ADIT | 
100% Production (Energy) 
100% Prodyction (Demand) 

Labor Related 
Total ~ 

Year End Balance, 

(203.148) 
26,852,105 

26,648,957 

(19.682,408) 

(19.682,408) 

(272.337.132) 

(272,337.132) 

(22.944,187) 
(33.108.974) 

(56.053.161) 

. 

Total 1 
(23.147.336) 

(298.276.409) 
0 

(321.423.744) . 

Ewslusibns 

-
0.00% 

-

-
0.00% 

-

-
0.00% 

-

-
0.00% 

Demand | 

(298.276,409) 
0 

(298,276,409) 

100%ProducHon 
fEnemv Related) 

(203.148) 

(203,148) 
100.00% 

(203.148) 

(203.148) 
Direct 

-

-
100.00% 

Direct 

-

-
100.00% 

Direct 

(22.944,187) 

(22,944.187) 
100.00% 

(22.944.187> 

(22.944,187) 
Direct 

Energy | 
(23,147,336) 

0 
0 

(23.147.336) 

100% Pnjdqclion 
rtJemand ReJafecn Labor 

26,852,105 

26,852.105 
100.00% 42.56% 

26.852.105 

26,852.105 

B-6,L7 &-7.NoleB 

(19.682.408) 

(19.682,408) 
100.00% 4^56% 

(19.682.408) 

(19,682.408) 

B-6. L 7 6-7. Note B 

, (272.337.132) 

(272.337.132 
100.00% 42-56% 

(272.337.132) 

(272.337.132) 

B-6. L 7 B-7, Nf>te B 

(33.108.974) 

(33,108.974) 
1(KI.OO% 42.56% 

(33.108.974) 

(33,108,974) 0 
0 0 

B-e,L7 B-7. Note B 

Source: Balancesfor Accounts 190. 281, 282 and 283 from WP-Ba a id 8aL 



PRODUCTION-RELMED GENERAL PLANT ALLOCATION 
12 Months Ending 12/31/2009 (actuals) 

Page 7 

1of2 

General Plant Accxiunts 101 and 106 

1. GENERAL PLANT 

2 
3. Land 
4. General Offices 
5. Total Und 
6 
7. Strudures 
8. General Offices 
9. Total Structures 
10 
11. Office Equiprnent 
12. General Offices 
13. Total Offfce Equipment 
14. Transportation Equipnient 
15. Stores Equipment 
16. Tools, Siiop & Garage Equipment 
17, Lab Equipment 
18. Communications Equipment 
19. Miscellaneous Equipment 
20; Subtotal 
21. PERCENT 
22. Other Tangible Property 
23. Fuel Exploration 
24. Rail Car Facility 
25. Total Other Tangible Property 

26. TOTAL GENERAL PLANT 
FF1. P.207 

27. INTANGIBLE PLANT 

28. TOTAL GENERAL AND INTANGIBLE 

29, PERCENT 

30- Total General and Intangible 
31. Exclude Other Tangible (Railcar 

and Fuel Exploration) 
32. Net General and Intangible 
33. PERCENT 

Total 
System 
(Note A) 

(1) 

3.117.122 
0 

3.117.122 

58.974.649 
0 

58.974.649 

5,067,274 

5.067.274 
40.258 

301.966 
10,353.142 

631.927 
15,606.820 
1,621,537 

95,714,695 

3.036 
0 

3,036 

95.717,731 

55,521,109 

151,238.340 

151,238,840 
(3.036) 

151,235,804 

Altocation 
Factor 

(2) 

NoteB 

NoteB 

NoteB 

NoteB 
NoteB 
NoteB 
NoteB 
NoteB 
Not© B 

NoteC 

NoteD 
NoteD 

NoteB 

NoteE 

— 

Related to 
Production 

• (1)x(2} 

(3) 

1,326,658 
0 

1,326,658 

25,099.817 
0 

25,099,817 

2,l5fi.a5Q 
0, 

2,156.650 
17.134 

128,518 
4,406,334 

268,950 
6,642,317 

690,132 
40,736.510 

42.56% 

3,036 
0 

3,036 

40.739,546 

23.629,979 

64,369,525 

42.56% 

64,369,525 
(3,036) 

64,366,489 
42.56% 

Demand 
(4) 

605.945 
0 

805,945 

15,248.143 
0 

15,248,143 

1.310.165 
0 

1.310,165. 
10,409 
78,075 

2.676,849 
163.387 

4.035,209 
419.255 

24.747,437 
25.86% 

0 

24.747.437 

« 
14,355.216 '-

39,102.653 

25.85% 

39.102,653 
0 

39.102,653 
25.86% 

Energy 
(5) 

520,713 
0 

520,713 

9,851.674 
0 

9,851,674 

846.485 
0 

846,485 
6,725 

50,443 
1.7^9.485 

105,563 
2,607,108 

270,877 
15,989.073 

16.70% 

3,036 
0 

3,036 

15,992,109 

9.274.763 

25.266,872 

16.71% 

25,266.872' 
(3.036) 

25.263.836 
16.70% 



PRODUCTION-RELATED GENERAL PLANT ALLOCATION 
12 Months Ending 12/31/2009 (actuals) 

Page 7 

2o f2 

NOTE A: Data from CSFs Books excluding ARO amounts (VVP-9a). 
NOTE B: Allocation factors based on wages and salaries in electric operations and maintenance 
expenses excluding administrative and general expenses: _ ^ ^ _ ^ _ 
a. Total wages and salaries in electric operation and maintenance expenses excluding 

administrative and general expense. FF1, P.354. CoL(b), Ln.28 -1.27 (see worlqjaper 9a). 
b. Production wages and salaries in electric operation and maintenance expense. 

FF1. P.354. Coi.(b),L.20. 
c Ratio (b / a) 

75,465,793 

32,118.506 
42.560%! 

NOTEC: L.20, Col.(3)/L.20.Col.(1) 
NOTE D: Directly assigned to Production 
NOTEE: L26, Col.(3)/L.26, Col.(1) 
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COMPOSITE COST OF CAPITAL 

12 Montiis Ending 12/31/2009 (actuals) 

Page 11 

Reference 

Note A 

NoteB 

NoteC 

Total Company 
Capitalization 

$ 
(1) 

1,542,745,000 

0 

.1.407,763.882 

2,950,508,882 

Weighted 
Cost 

Ratios 
% 
(2) 

52.29% 

0.00% 

47.71% 

100.00% 

Reference 

NoteD 

NoteE 

NoteF 

Cost of 
Capital 

% 
(3) 

5.60% 

0.00%. 

11.10% 

Weighted 
Cost of Capital 

(2x3) 
(4) 

2.93% 

0.00% 

5.30% 

8.23% 

1. Long Term Debt 

2. Preferred Stock 

3. Comhfion Slock 

4. Total 

Note/^: P,12, L.5. Col.1. 

NoteB: P,13a, L6(2). 

NoteC: P.ISb, L 5 . 

NoteD: P,12, L.16 (2). 

NoteE; P.lSa, L.7. 

Note F: Return on Equity of 11.1%. The return on equ l ^ cannot be changed 

absent a Section 205/206 filing virtth the Ccwnmission. 



LONG TERM DEBT 
12 lAon\hs Ending 12/31/2009 (actuals) 

12 

12 Months Ending 12/31/2009 fActuafl 
1. Bonds (Ace 221) 
2. Less: Reacquired Bonds (Ace 222) 
3. /Advances from Assoc Companies (Ace 223) 
4. Other Long Term Debt (Ace 224) 
5. Total Long Term Debt Balance 

Reference 

FF1,112.18.a 
FF1. 112.19.0, 
FF1, 112.20.a 
FF1, 112.21.C 

Debt 
Balance 

(1) 

0 
0 

100.000.000 
1,442,745.000 
1.542,745,000 

interest 
SCost 
Booked 

(2) 

Coats and Expenses fa^^ah 
6. Interest Ejqaense (Ace 427) 
7. Amortization Debt Discount and Expense (Ace 428) 
8. • Amorfeation Loss on Reacquired Debt (Ace 428.1) 
3. Less: Amortiz Premium on Reacquired Debt (Ace 429) 
10. Less: AmortizGainonReacquiredDebt(Ac£429.1} 
11. Interest on LTD Assoc Companies (portion Ace 430) 
12. Sub-total Costs and Expense 

13. Less: Total Hedge (Gain) / Loss 

14. . Plus: Allowed Hedge Recovery 

15. total LTD Cost Amount 

16. Embedded Cost of Long Teim Debt = LIS, Col.(2) / L15, Col.(1) 

FF1. 117.62.C 
FF1, 117.63.a 
FF1, 117.64.C, 
FF1,117.65.C. 
FF1.117,66.0. 
WP-13, L7 

P. 12a, L 4, Col. (1) 
P. 12a, L 9, CoL (6) 

L 1 2 - L 1 3 + L14 

79,206,255 
1.841,488 

743,496 
.0 
0 

4.640.001 
86,431,240 

0 
0 

88,431,240 

5.60% 



LONG TERM DEBT Page 12a 

Limit on Hedging (Gainj/Loss on interest Rate Derivatives of LTD 

12 Months Ending 12/31 /2009 (actuals) 

(5) (6) 

HEDGE AMT BY ISSUANCE Total Hedge Excludable Hedge Amount Unamortized Amortization Period 
FERC Forni 1, p. 256-257 (i) (Gain)/Loss Amounts (Note A) Subject to Limit Balance Beginning Ending 

1. - - - -
•2. . - . - . . 

3. , . . -

(1) 

Total Hedge 
(Gain) / Loss 

(2) 

Excludable 
Amounts (Note A) 

(3) 
Net Includable 
Hedge Amount 
Subject to Limit 

(4) 

Unamor^ed 
Balance 

Total Hedge Amortization 

Limit on Hedging f G)/L on Interest Rate Derivatives of LTD 

5. Hedge (Gain)/Loss prior to Application of Recovery Limit 0 
Enter a hedge Gain as a negative value and a hecJgs Loss as a positrve value 

6. Total Capitalization B-11,L4,coL(1) 2,950,508,882 
7. 5 basis point Limit on (G)/L Recovery 0.0005 
8. Amount of (G)/L RecMveiy Limit L 6 * L.7 " 1,475.254 

Hedge (Gain) / Loss Recovery (Lesser of Line 5 or Line 8) 

To be subtracted or added to actual Interest Expenses on Exhibit B. Page 12, Line 14 

Note A: /Annual amortizafion of net gains or net loss on interest rate derivative hedges on long tenn debt shall not cause the composite 
after-tax weighted average cost of c^pdal fo increase/decrease by more ^ a n 5 basis po&its. Hedge gains/losses ^ a l l t>e amortized 
over the life of the related debt issuance. The unamortized balance of the g/1 shall remain in Ace 219 Ott^er Comprehen^ve Income 
and shall not flow through the rate calculation. Hedge-related ADIT shall not flow through rate base. Amcmnts related to the ineffective 
portion of pre-issuance hedges, casti settlements of fair value hedges issued on Long Twm Detrt, post-issuance cash flow hedges, 
and cash flow hedges of variable rate debt issuances are ndk re<x)verable in ^ i s calculation and are to be recorded in the 
"E)«:Judab!e"column t>eiow. 



PREFERRED STOCK 
12 Months Ending 12/31/2009 (actuals) 

1. Preferred Slock Dividends 

2. Preferred Stock Outetending 

3. Plus: Premium on Preferred Stodc 

4. Less: Discount on Pfti Stock 

5. Plus: Paid-in-Capital Pfd Stock 

6. Total Preferred Stock 

7. Average Ccjst Rate 

Page 13a 

N o t e A & B 

Note A 

Note A 

Note A 

(1) 
Reference 

FF1.P.118,L.29 

FF1,P.251,L 12(f) 

FF1,P.112,L.6 

FF1.P. 112. L 9 

L 2 + L 3 - L 4 + L 5 

L.1 / L e 

(2) 
Amount 

0 

0 

0 

0 

0 

0 

0.00% 

Note A: Workpaper - tab WP-12b. 

Note B: Prefened stock outstanding excludes pledged and Reacquired (Treasury) preferred stock.. 



COMMON EQUITY 
12 Months Ending 12/31/2009 (actuals) 

1. Total Proprietary Capital 

Less: 
2. Preferred Stock (Ace 204, pfd portion of Ace 207-213) 
3. Unappropriated Undistributed Subsidiary Earnings (Ace 216.1) 

4. Accumulated Comprehensive Other Income (Ace 219) 

5. Tot^ Balance of Common Equity 

Source 

WP-12a, col. a 

WP-12a,col.b•f-c^•d 
WP-12a, col.e 
WP-12a, col.f 

L1-2-3-4 

Page 13b 

Balances 

1,359,835,151 

0 
2,064,800 

(49,993.531) 

1,407.763,882 



ANNUAL FIXED COSTS 
PRODUCTION O&M EXPENSE 
EXCLUDING FUEL USED IN ELECTRIC GENERATION 
12 Months Ending 12/31/2009 (actuals) 

Page 14 

1. Coal Handling 
2. Lignite Handling 
3. Safe of F(y Ash (Revenue & Expense) 
4. Rents 
5. Hydro O & M Expenses 
S. O^er Producbon E)qpenses 
7. System Contnrf of Load Di^atching 
8. Other Steam E>^enses 
9. Combustion Turbine 
10. Nuclear Power Bcpense-Other 
11. Purchased Power 

12. Total Productic^ Expense Exduding 

Fuel Used In Bectric Generation above 

13. A & G Expense P.10, L.17 

14. Generator Step Up relatecl O&M 

15. Total O&M 

Account No. 

501.w 
501.)oc 
501 j a 
507. 

535-545 

557 
556 
Note A 
Note A 
Note A 
555 

NoteB 

' 

Total 
Company 

(1) 

0 
0 
0 
0 
0 

7,633,702 
932,635 

144,201,229 

0 
0 

533.837,229 

686,604,795 

29.291,563 

74.189 

715.970,547 

(Demand) 
Rxed 

(2) 

7.633.702 
932.635 

71.943,324 

58.822.157 

139,331,818 

18,407.360 

74,189 

157,813.367 

(Energy) 
Variable 

(3) 

0 
0 

0 

72.257,905 
0 

475.015,072 

547,272.977 

10.884,204 

0 

558,157.181 

NOTE A: Amounts recorded in Accounts 500.502-509, 510-514, 546,548-550 and 551-554 classtRed into Fixed 
and Variable Component in acconJanoe with P.I 5 and WP-14 

NOTE B: FF1. P.321, L93 & L107 (ACCTS. 562 & 570) times GSU Investment to Account 353 ratio (See 
P.3, L9) 



CLASSIFICATION OF FIXED AND VARIABLE Pags 15 
PRODUCTION EXPENSES 

Line 
No. Desta îption 
1 POWER PRODUCTION EXPENSES 
2 Steam Power Generation 
3 Operation supervision and engineering 
4 Fuel 
5 Steam expenses 
6 Steam from other sources 
7 Steam transferred-Cr, 
8 Electric expenses 
g Miscellaneous steam power expenses 
10 Rents 
11 Allowances 
12 Maintenance supervision and engineering 
13 Maintenance of structures 
14 Maintenance of i>o(ter plant 
15 Maintenance of electric p l ^ 
16 Maintenarice of miscellaneous steam plant 
17 Total steam power generation expenses 
18 Hydraulic Power Generation 
19 Operation supervision and engineerir>g 
20 Water for power 
21 Hydraulic expenses 
22 Eleciric e)q)enses 
23 Misc hydrau&c power gen^atran expenses 
24 Rents 
25 Maintenance supervision and engineerir^ 
26 Maintenance of s^ctures 
27 Maintenance of reservoirs, dams and watsrorays 
28 Maintenance of electric plant 
29 Maintenance of miscellaneous hydrauGc plant 
30 Total hydraulic power generation eiqi^ses 
31 Other Power Generation 
32 Operation supervision and ehgineerir>g 
33 Fuel 
34 Generation expenses 
35 Miscellaneous other povrer generation expenses 
36 Rents 
37 Mamtenance sui^rvision and enginewlng 
38 Maintenance of stmctures 
39 Maintenance of generation and electric plant 
40 Maintenance of misa other power generation plant 
41 Total other power generation expenses 
42 Other Power Suji^ly Bq)enses 
43 Purrfiased power 
44 System contnsi and load dispatching 
45 Other expenses 
46 Station equipment operation expense (Note fi^ 
47 Station equipment maintenance expense (Note A) 

Note A: Restricted fo expenses related to Generator Step-up Transfbmners and Otiier Generator related expenses. 
See Note D, Page 6 

FERC Account 
No. 

500 
501 
502 
503 
504 
505 
506 
507 
509 
510 
511 
512 
513 
514 

535 
536 
537 
538 
539 
540 
541 
542 
543 
544' 
545 

546 
547 
548 
54g 
550 
551 
552 
553 
554 

555 
556 
557 
562 
570 

Energy 
Related 

_ 
XX 

-
XX 
XX 

-
-
-
XX 
XX 

-
XX 
XX 

-

. 
-
-
-
-
-
-
-
-
XX 

-

XX 
-
-
-
-
-
-
-

XX 
-
-
-
-

Demand 
Related 

XX 

-
XX 

-
-
XX 
XX 
XX 

-
-
XX 

-
-
XX 

XX 
XX 
XX 
XX 
XX 
XX 
XX 
XX 
XX 

-
XX 

XX 

-
XX 
XX 
XX 
XX 
XX 

. XX 

XX 

XX 
XX 
XX 
XX 
XX 



PRODUCTION-RELATED DEPRECIATION EXPENSE 
12 Months Ending 12/31/2009 (actuals) 

Page 16 

• 

1. 

2. 

3. 

4. 

5, 

6. 

7. 

8. 

9. 

10. 

11. 

PRODUCTION PLANT 

Steam 

Nuclear 

Hydro 

Conventional 

Pump Storage 

Other Production 

int Conib. 

Otiier 

Production Related General & Intangible Plant 

Generator Step Up Related Depreciation (Note A) 

Total Produ(*"on 

Depredation 
Expense 

(1) 

41,998.016 

0 

0 

0 

0 

0 

0 

9.033,531 

6.327,561 

184.467 

57,543,575 

Demand 
(2) 

41.998.016 

0 

0 

0 

0 

0 

0 

9.033,531 

3.843.995 

184.467 

55,060,009 

tnergy 
(3) 

0 

0 

0 

0 

0 

0 

0 

0 

2.483.567 

0 

2.4R3.567 

Note: Lines 1 through 8 vrill be Depreciation Expense reported on P.336 of the 
FF1 excluding the amortization of acquisition adjustments. 

Une 9 will be total General & Intangible Plant (from P.336 of the FF1. adjusted for 
amortization adjustments) times ratio of Production Related General 
Plant to total General Plant computed on P.7. L.33, 0>l.(3) 

Depreciation expense excludes amounte associated with ARO. 

Note A: Une 10, see P.3. L5 



PRODUCTION REUTED 
TAXES OTHER THAN INCOME TAXES 
12 Months Ending 12/31/2009 (actuals) 

PRODUCTION REUTED T/WCES OTHER THAN INCOME 

Labor Related 

Property Related 

Other 

Page 17 

Production 

Gross Receipts /Commission /^sessments 

TOTAL TAXES OTHER THAN INCOME TAXES 

SYSTEM 
REFERENCE | AMOUNT % 

PRODUCTION 
AMOUNT 

(1) (2) 

Note A 

Note A 

Note A 

NoteE 

Note A 

m L I : L5 

4.832,729 

93.070,919 

178,402 

5,328 

76,981,582 

175,068.960 

NoteB 

NoteC 

NoteC 

pgS.col 
3. line 4 

NofeD 

1.249.522 

48,973,351 

93,874 

5,279 

0 

50,322,027 

Note A; Taxes ottier than Income Taxes wiH be those reported in FERC-1, Pages 262 & 263. 

Note B: Total (CoL (1), L1) allocated on the ba^s of wages & salaries in 
Electric O&M Expenses (excl. A & G), P.354, Col.(b) and Servfcss 
shown on Worksheets WP-9a and WP-9b. 

(1) TotaIW&S(excl.A&G) 
(2) ProductionW&S 
(3) Production Demand W&S 

Note C; Allocated on the basis of Gross Plant Investment from 
Schedule B-6, Ln.7 

Note D: Not allocated to wholesale 

Note E: ClassiHed t^sed on gross production plant in sennce 

Amount 
75,465,793 IOQ.00% 
32,118,506 42.56% 
19,511,998 60.75% 



PRODUCTfON-REUTED INCOME TAX 
12 Months Ending 12/31/2009 (actuals) 

1. Return on Rate Base 

2. Effective Income Tax Rate 

3. Income Tax Calculated 

4. ITC AcJ/ustment 

5. Income Tax 

Ref^^nce 

P.5, L.19 

P.19. L2 

L I X L2 

P.19, L13 

L3 + L4 

Amount Demand 
(1) (2) 

132,927,896 125.285,005 

35.6248% 35.6248% 

47,355,319 44.632,553 

(1.633,357) (1,616,424) 

45,721,962 43.014,129 

Page 18 

Energy 
(3) 

7,642,891 

35.6248% 

2,722.766 

(14,934) 

2,707.832 

Note flc Classification based on Production Plant dassification of P.19. L.20 and L21. 



COIVIPUTATION OF EFFECTIVE INCOME TAX RATE 
12 Months Ending 12/31/2009 (actuals) 

Page 19 

1. T=1 - {[(1 - SIT) * (1 - FIT)] / (1 - SIT * FIT * p)} = 

2. EIT=(T/(1-T)} * (1-(WCLTD/WACC)) = 

3. v/here WCLTD and WACC from Exhibit B-11 
and FIT, SIT &pas shown t>eIow. 

4. GRCF=1/(1-T) 

5. Federal Income Tax Rate 
6. State Income Tax Rate (Composite) 
7. Percent of FIT deductible for state purposes 
8. Weighted Cost of Long Term Debt 
9. Weighted Average Cost of Capital 

10. Amortized Investment Tax Credit (enter negative) 
11. Gross Plant Allocation Factor 
12. Praduction Plant Related ITC Amortization 
13. ITC Adjustrtient 

FIT 
SIT 
P 
WCLTD 
WACC 

FF1,P.114, L.19,Col.c 
L19 

L12XL.4 

35.62% 

35.62% 

1,5533 

35.0000% 
. a9550%. 

0.0000% 
2.929% 
8.225% 

(1,980,124) 
53.105% 

(1,051,543) 
(1.633.357) 

14. Gross Plant Allocator 
15. Gross Plant 
16. Production Plant Gross 
17. Demand Related Production Plant 
18. Energy Related Production Plant 

19. Production Plant Gn^ss Plant Allocator 
20. Production Plant - Demand Related 
21. Production Plant - Energy Related 

P.6. L4, CoL1 
P.6. L4. Col.2 
P.6, L4, CoL3 
P.6. L4. Col.4 

L16/L.15 
L17 /L16 
L18 /L16 

Total 
5.203,969.164 
2.763.563,767 
2.738;296,895 

25,266.872 

53.105% 
99.086% 
0.914% 



Attachment B 

Comparison of OPCo and CSP actual compensation under the current rates to the 
compensation liiat OPCo and CSF would receive under the applicable Capacity 

Compensation Formula 



Attadunent 3 
Page 1 of 1 

Columbus Soutiiem 
Power Company 

Aggregate load 
served by Ohio 
CRES Providers 

Annuti Kning 
Based t ^ n Acfud Septamber 2010 Data 

A B 

AAOoaT 
BitSng $/M\n^)ay 

D&oaoa CtuT^it 
UW-Day Rata 

61.038.72 20S.20 * 

($) 
Anau^BMag 

S^feotAar 
201QRata 
(A)X(B> 

12,708.425 

WW/Day 
rpposf 
Rate 

(51 
Aniwal {$) 

BiBingU^ig fncre&so 

(A)x{DJ 

% 
yncraasa 

18.S24.220 6,215,795 48.9% 

Ohio Power Conyiany 

Aggregate load 
served by ONo 
CRES Pravidets 

137.64 20a20 28.657 401.01 55,195 2^638 92.6% 

Note 1: Septeinber 2010 FRR Demand times 12 
Note2; SepteirtoerZOlORPMcteainspricexscaingfiretorxpoalreqjUlremertxtra (i74i?x1.06633x1.0B33x1.0M12^ 
Note3: Sourc€.RateScheduro39.p9.1xtransr9isstonlosses(299.80517x1.03412^ 
Note 4; Source. Rale Scticdute 101, pg. i xlcansmlsslan losses (3S7.T7BS7x1.03412fi) 

http://18.S24.220


Attachment C 

Copy of Section D of Schedule 8.1 of the PJM Reliability Assurance Agreement 



Attachment C 
Page 1 of 3 

PJM Reliability Assurance A^eement 
Excerpt - Section D 
Effective Date: 9/17/2010 

D. FRR Capacity Plans 

1. Each FRR Entity shall submit its initial FRR C^acity Plan as required by subsection 
C. 1 of this Schedule, and shall annually extend and update such plan by no later than one 
month prior to the Base Residual Auction for each succeeding Delivery Year in such 
plan. Each FRR Capacity Plan shall indicate the nature and current status of each 
resource, including the status of each Planned Generation Capacity Resource or Planned 
Demand Resource, the planned deactivation or retirement of any Generation CBipaoity 
Resource or Demand Resource, and the status of commitments for each sale or purchase 
ofcapacity included in such plan. -

2. The FRR Capacity Plan of each FRR Entity that commits that it will not sell suiplus 
Capacity Resources as a Capacity Market Seller in any auction conducted under 
Attachment DD of the PJM Tariff or to any direct or indirect purchaser that uses such 
resource as the basis of any Sell Offer in such auction, shall designate Capacity 
Resources in a megawatt quantity no less than the Forecast Pool Requirem^ for each 
applicable Delivery Year times the FRR Entity's allocated share of the PrelimLinary Zonal 
Peak Load Forecast for such Delivery Year, as determined & accordance with procedures 
set forth in the PJM Manuals. If the FRR Entity is not responsible for all load within a 
Zone, the Prelimmary Forecast Peak Load for such entity shall be fee FRR Eritity's 
Obligation Peak Load last determined prior to the Base Residual Auction for such 
Delivery Year, times the Base Zonal FRR Scaling Factor. Tlie FRR Capacity Pten of each 
FRR Entity that does not commit tiiat it wUl not sell surplus Capacity Resources as set 
forth above shall designate Capacity Resources at least equal to the Threshold Quantity. 
To the extent tiie FRR Eiitity's allocated share of the Finil Zonal Peak Load Forecast 
exceeds the FRR Entity's allocated share of the Preliminary Zonal Peak Load Forecast, 
such FRR Entity's FRR Capacity Plan shall be updated to designate additional Capacity 
Resources in an amount no less than the Forecast Pool Requirement times such increase; 
provided, however, any excess megawatts of Capacity Resources iUcluded in such FRR 
Entity's previously designated Threshold Quantity, if any, may be used to satisfy the 
capacity obligation for such increased load. 

3. As to any FRR Entity, the Base Zonal FRR Scalmg Factor for each Zone in which it 
serves load for a Delivery Year shall equal ZPLDY/ZWNSP, where: 

ZPLDY = Preluninary Zonal Peak Load Forecast for such Zone for such Delivery Year; 
and 



Attachment C 
Page 2 of 3 

ZWNSP = Zonal Weather-Normalized Summer Peak Load for such Zone for the suiiimer 
concluding four years prior to the commencement of such Delivery Year. 

4. Capacity Resources identified and committed m an FRR Capacity Plan shall meet all 
requirements under this Agreement and the PJM Operating Agreement applicable to 
Capacity Resources, mcluding, as applicable, requirements and milestones for Planned 
Generation Capacity Resources and Planned Demand Resources. A Capacity Resource 
submitted in an FRR Capacity Plan must be on a unit-specific basis, and may not include 
"slice of system" or similar agreements that are not unit specific. An FRR Opacity Plan 
may haclude bilateral transactions that commit capacity for less tiian a full Delivery Year 
only if the resources mcluded in such plan in the aggregate satisfy all obligations for all 
Delivery Years. All demand response, load management energy efficiency, or similar 
programs on which such FRR Entity intends to rely for a Delivery Year naust be included 
in the FRR Capacity Plan submitted three years m advance of such Delivery Year and 
must satisfy all requirements applicable to Demand Resources or Energy Efficiency 
Resources, as applicable, incltiding, Without limitation, those set forth in Schedule 6 to 
tills Agreement and the PJM Manuals; provided, however, that previously uncommitted 
Unforced Capacity fi*6m such programs may be used to satisfy, any increased edacity 
obligation for such FRR Entity resulting from a Final Zonal Peak Load Forecast 
applicable to such FRR Entity. 

5. For each LDA for which the OfBce of the Interconnection has established a separate 
Variable Resource Reqiiirmient Curve for any Deliv^y Year addressed by such FRR 
Capacity Plan, the plan must include a minimum percentage of Capacity Resources for 
such Delivery Year located within such LDA. Such mmimuin percentage ('TercentE^e 
Internal Resources Required") will be calculated as the LDA Reliability Requirement less 
the CETL for the Delivery Year, as determinedly the RTEt process as set forth in the 
PJM Manuals. Such requirement shall be expressed as a percentage of the Unforced 
Capacity Obligation based oti the Preliminaiy Zonal Peak Load Forecast multiplied by 
the Forecast Pool Requirement. 

6. An FRR Entity may reduce such minimum percentage as to any LDA to the extent the 
FRR Entity commits to a transmission upgrade that increeises the capacity emergency 
transfer limit for such LDA. Any such transmission upgrade shall adhere to aU 
reqdrements for a Qualified Transmission Upgrade as set forth m Attachment DD to tiie 
PJM Tariff. Hie mcrease m CETL used m the FRR Capacity Plan shaU be tiiat ̂ proved 
by PJM prior to inclusion of any such upgrade in an FRR Capacity Plan. The FRR Entity 
shall desi^afe specific additional Capacity Resources located in the LDA fi'om which the 
CETL was increased, to the extent of such increase. 

7. The Office of the Interconnection will review the adequacy of all submittals hereunder 
both as to timing and content. A Party Ihat seeks to elect the FRR Altemative that 
submits an FRR Capacity Plan which, upon review by the OfGce of the Interconnection, 
is determined not to satisfy such Party's cq)acity obligations hereunder, shall not be 
permitted to elect the FRR Altemative. If a previously approved FRR Entity submits an 
FRR Capacity Plan that, upon review by the Office of tiie Intercormection, is determuied 
not to satisfy such Party's capacity obligations hereunder, the Office of the 
Interconnection shall notify tiie FRR Entity, in writing, of the insufficiency within five 
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(5) business days of the submittal of the FRR Capacity Plan. If the FRR Entity does not 
cure such insufficiency within five (5) business days after receiving such notice of 
insufficiency, then such FRR Entity shall be assessed an FRR Commitment InsufBciency 
Charge, in an amount equal to two times the Cost of New Entry for the relevant location, 
in $/MW-day, times the shortfall of Capacity Resources below the FRR Entity's capacity 
obligation (including any Threshold Quantity requirement) in such FRR Capacity Plan, 
for the remaining term of such plan. 

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

9. Notwithstandmg the foregoing, m lieu of providmg the compensation described above, 
such alternative retail LSE may, for any Delivery Year subsequent to those addressed in 
the FRR Entity's then-current FRR Capacity Plan, provide to tile FRR Entity Capacity 
Resources sufficient to meet the capacity obligation described in paragraph D.2 for the 
switched load. Such Capacity Resources shall ineet all requirements applicable to 
Capacity Resources pursuant to this Agreement and the PJM Operating Agreeinent, all 
requirements applicable to resources committed to an FRR Capacity Plan under this -
Agreement, and shall be commhted to service to tiie switched load under the FRR 
Capacity Plan of such FRR Entity. The altemative retail LSE shall provide the FRR 
Entity all information needed to ftilfill these requirements and permit the resource to be 
included in the FRR Capacity Plan. Tlie altemative retail LSE, rather than the FRR 
Entity, shall be responsible for any performance charges or compliance penalties related 
to the performance of the resources committed by such LSE to tibe switched load. For any 
Delivery Year, or portion thereof the foregoing obligations apply to the altemative retail 
LSE serving the load durmg such time period. PJM shall manage the transfer accounting 
associated with such compensation and shall administer the collection and payment of 
amounts pursuant to the compensation mechanism. 

Such load shall remain under the FRR Capacity Plan imtil the effective date of any 
termination of the FRR Alternative and, for such period, shall not be subject to 
Locational Reliability Charges under Section 7.2 of this Agreement 


