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By Entry dated December 8, 2010 (Entry), the Commission invited' comments
regarding the review of the capacity charges of Qhio Power Company and Columbus

Southern 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 commients on the three specific issues that the Commission sought. 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 (Geperal'
Comments). The Commission invited initial comments within 30 dajfs -and reply
oomments within 45 days of its Entry. in accordance with this schédule, AEP Ohio files
the following initial comments.

| GENERAL COMMENTS

AEP _Ohiﬁ filed an application for rehearing challenging the Commission’s
December 8, 2010 Entry, msofar as the 'Enlry purported to modify, establish or further
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 apprmr-ed by the Commission in Case Nos.
08-917-EL-880 ‘and 08-918-EL-8S0. As a related maiter, 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
_Erm'y, AEP Ohio incorporates its entire application for rehearing by reference as part of
these comments.

~ SPECIFIC COMMENTS

- The Eommission sought public comment regarding the following issues:.-— = -~ =m0 - - =

(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 currently 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 competitive retail electric service (CRES)
providers
The Reliability Assurarice Agresment (RAA) essentially provides alternatives for
pricing Fixed Resource Requirement (FRR) capacity charges to CRES providers: 1) the
PIM 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 PIM 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 altematives envisioned in RAA to a single
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alternative — the PIM capacity auction rate. The use of the PIM capacity auction price in
section 8.1 of the RAA is merely a backstop mechanism for compensation 1f 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 co_mpensaﬁon of

capacity costs.

-+ AEP Ohio opposes the Commission establishing a wholesale capacity charge-asa---- - - - -

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 from the cléaring process that sets capacity
prices applicable to Ohio "electric light companies / public utilities";

+ Administrative control over a Reliability Pricing Model ‘(RPM) based caﬁacity
compensation mechanism would reside exclusively in the hands of PIM;

= Resulting clearing prices, i.e. "compensation”, would be solely influenged by PJIM
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 distinctly 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 the PIM RPM market through its FRR election. As an

LSE, AEP Chio in no way participates in or is any part of the PJIM RPM market for
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purposes of meeting its LSE obligation. Per PYM’s Capacity Market manual: “The FRR
Alternative allows an LSE, subject to certain conditions, to avoid direct participation in '
the RPM Base Residual Auctions and the Incremental Auctions.” [PIM Manual 18:
Revision 10, Section 11.1.1] AEP Ohio’s load is not included in the RPM base residual
auction because it has opted out. Therefore the resulting clearing prices for the
unconstrained Locational Deliverability Area which the Commission has purported to

adopt “as the State compensation mechanism™ are in no way related to AEP Ohio’s

- capacity obligation in PYM. - AEP Ohio’s LSE FRR capacity obligation is in-no-way-used- -~ -~ - ~- -~

by PIM for establishing the demand curves that clear the RPM base residual and
increinental 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 mﬁpensaﬁon’ for the capacity resources that have
been dedicated through the FRR procéss, these charges should be updated on an annual
basis to reflect current costs as discussed in Attachment 1.

(2) the degree io which AEP-Ohio’s capacity 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 currently approved by me
Commission. Customers that take service from a CRES provider avoid paying these basé

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 genaraﬁon 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 léad 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 impact of AEP-Ohio's capacity charges upon CRES pvror:'vider.s'j and retnil
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 resource$ that the Companies have dedicated
through the FRR process to serve retail load in Ohio. AEP Ohio’s filing &t FERC is
designed to cnable the Companies to recover their costs, as the current RPM auction -
methodology is not appropriatel& compensating them for meeting their FRR capacity
obligations, Under an RPM based compensation mechanism, CRES providers in AEP
Ohio’s service territory would be effectively using AEP Ohio’s capacity resources to
cover their capacity obligations 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 PIM with no
mechanism to pass along any incurred penalties to CRES providers; essentinlly CRES
providers get the benefit of AEP Ohio’s resources without any of the aschiated risks.

Unlike the PIM 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 expérienc’es significant changes. The
table below shows the volatility of PIM auction rates in recent years.

PIM Auction Rates by Planning Year

($/MW-day)
PY08/09 | PY09/10 | PY10/11 PY11/12 | PY12/13 | PY13/14

$126.9¢ | $113.17 $197.24 $116.33 | $17.40 $30.17

RPM Clearing
Price

Maximum .
Potential RPM $270.39 | $261.88 $264.49 $255.01 $437.82 | $518.85
Rate*

* based upon 150% of net CONE

Although recent PJM auction rates are quite ldw, there is no guarantee that these
rates will remain low in til& future. PJM auction rates are capped at 1.5 times the net cost
of a new entry. With little incentive at the recent RPM aﬁction rates t-o add new capacity,
itis not unexpected that capacity supplies will remain flat or be reduced in coining years.
Consequently, when demand rebounds with economic recovery, PJM auction rates, in a.ll
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 ﬁoﬁded AEP Chio the ability
to change the capacity compensation to a cost-based method. In addition, as qiearly laid
o 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 providing “to the FRR Entity
Capacity resources sufficient to meet the capacity obligation ... for the switched load.”

9. Notwithstanding the foregoing, in licu of providing 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 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 the PJM Operating
Agreement, all requirements applicable to resources committed to an FRR
Capacity Plan under this Agreement, and shall be commitled to service to
the switched load under the FRR Capacity Plan of such FRR Entity, The
alternative retail LSE shall provide the FRR Entity all information needed
to fulfill these requirements and permit the resource to be included it the
FRR Capacity Plan. The alternative retail LSE, rather than the FRR Entity,
shall be responsible for any perforrance charges or compliance 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 alternative retail LSE serving the load during 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 until the effective
date of any termination of the FRR Alternative and, for such petiod, 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 aption 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 3 to be consistent with its limited 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 owtlined - - -- - -

above.

tfully submitted,

Tt

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 @@e p.com

Counsel for Columbus Southern Power
Company and Ohio Power Company
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CERTIFICATE OF SERVICE
I certify that Columbus Southern 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.

B

Steven T. Nourse

Thomas W. McNamee
Assistant Attorney General

Public Utilities Section- - - S U S

180 East Broad Street, 6th 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’ Counsel
10 West Broad Street, Suite 1800
Columbus, Ohio 43215-3485

David C. Rinebolt

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 Seventh Street, Suite 1510
Cincinnati, Ohio 45202
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Monique Rowtham-

Kennedy

Sertior Counsel —
Regulatory Services
(202) 383-3436
{202) 383-3459 ()

Amarican mm Power

H g s! ’ _ 201 Pennsylvania Avenue N.W.
Suite 320

2 e k16 D _ Washington, DC 20004

AMERICAN AEP.com
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POWER

November 24, 2010

Kimberly D, Bose, Secretary

Federal Energy Regulatory Commission
888 First Street, N.E., Room 1A
Washington, D.C. 20426

Re:  PIM Iniercobnection, L.L.C., Dkt. No. ER11-___-000
(Related to Docket Nos. ER11-1995, 1997, -2034)

Dear Secretary Bose:

Pursuant to a Deficiency Letter issued i inthe ﬁbove—captloned dockets on November

19, 2010, American Electric Power Service Corporation (“AEPSC™) on behaif of

Columbus Southern Power Company (“CSPCo”) and Ohio Power Company (“OPCo™)
(CSP and OPCo are herein coIlectlvely referred to as the “AEP Ohio Coripanies™) 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 PIM Interconnection, L.L.C. Relisbility Assurance
Agreement (“RAA”). In order to ensure a complete record in this new docket, the prior
transmittal letter.and attachments are largely being resubmitted. AEP separately w1ll
withdraw all of its ﬁlmgs in the above-referenced dockets. )

The tariff records submitted herewith are formula rate templates under which each
of the' AEP Ohio Companies will calculate. their respective capacity. costs (“Capacity
Compensation Formulae”) under Section D.8 of Schedule 8.1 of the Reliability
Assurance Agreement (“RAA”). Consistent with the AEP Ohio Companies’ capacity
obligations under the RAA, AFP proposes that the AEP Ohio Companies recover
capacity costs calculated pursuant to these Capacity Compensation Formulas from
Competitive Retail Electric Service Providers (“Ohio CRES Providers”) in Ohio, a retail
choice state. The Capacity Compensation Formulas filed herewith are identical to those
filed on November 1, 2010 and amended on November 5, 2010 in the above-ceptioned
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 PP/M RAA. AEP


http://AEP.com
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stresses, however, that no changes were ‘made to the formula rates that originally were
submitted on November 1%, .

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 PIM Open Access Transmission Teriff as in Commonwealth Edisen Company and

- Commonwealih Edison Company of Indiana; Inc., 133 FERC § 61,118 (2010). PIM has

designated Schedule 81 — Appendix to the RAA for the filing of the Capaclty
Compcnsatlon Formulae.

AEP respectfully requests waiver of the Commission rules so that the Commission
ruaintains the schedule currently being considered in the above-captioned dockets in the g
new dacket established to consider this filing and issues an order accepting the Capacity

.Compensation 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 the short-time before the requested

_effective date specify that any protests or commenis 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

This Ietter of transmlttal

2, Tariff Récords ~ Schedule 8.1 — Appendix (OPCO) and Schedule 8.1 —
Appendix (CSPCo)

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

the formnlas;
4, Attachment B, which compares OPCo and CSP actual compensation 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 PTM
Reliability Assurance Agreement. :

I. Background

The PIM Capacity Market is designed to ensure the adequate availability of
necessary resources that can be called upon to ensure the reliability of the grid. The basis
for the capacity markei design is the Reliability Pricing Model (“RPM™”). The PIM
Capacity Market also contains an alternative method of participation, known as the Fixed
Resource Requirement (“FRR”) Alternative. The FRR Alternative provides a Load

! Pursuant to section 16.4 of the RAA, the PIM Board of Directors will take up the issue
of incorporating Schedule 8.1 — Appendix into the RAA at its December 1, 2010 meeting.
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Serving Entity (“LSE”) with the option to submit a FRR Capacity Plan and meet a fixed
capacity resource requirement as an alternative to the requirement to participate in the
RPM, which includes a variable capacity resource requirement. The RAA sets forth the
rules of participation the PIM Capacity Market and also establishes capacity obhgatlons
of PJM Load Serving Entities. Section D.8 of Schedule 8.1 the RAA provides:

.Ina state regulatory Junsdxcuon that has implemented retail choice, the
FRR Entity must include in its FRR Capacity Plan all load, including
expected load growth, in the FRR Service Area, notwithstanding the loss
of any such load to or among alternative retail LSEs. In the case of load
reflected in the FRR Capacity Plan that switches to an aliernative retail
LSE. where the state regulatory jurisdiction requires switching customers
or the LSE to compensate the FRR Entity for its FRR capacity obligations,

such state compensation mechanism will prevail. In the absence of a state
compensation mechanism, the applicable alternative retail LSE shall
compensate the FRR Egmz at the capacity price in_the unconstrained
portions of the PYM Regrion, as determined in accordance with Attachment
DD to the PIM Tariff, provided that the FRR Entity may, at any t:_g;l__,
make a filing with FERC undér Sections 205 of the Federal Powet. Act
proposing to change the basis for compensation fo 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 rlghts under Séction 206 of the
FPA. (Emphasis supplied.)

The AEP Ohioc Companies participate in the PIM Capacity market as FRR
entities. Chic has not established a compensation mechanism for capacity sales.
Therefore, beginning in June 2007, when the PJM RPM market commenced, the AEP
Ohio Companies began receiving capacity compensation from 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; f.e. the Capacity Compensation Formulas.

I.  The Capacity Compensation Formulas

AEP’s proposed Capacity Compensation Formulas are designed to recover from.
Ohio CRES Providers the appropriate share of the AEP Ohio Companies’ respective total
generation revenue requirement through annually-adjusting formilas 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
Cormmission. : ‘

One significant difference, however, is that AEP is not proposing the 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 true-up calculation based
on actual costs. Instead, the Capacity Compensation Formulas are based on actual data
from the prior year, as shown on the mést current FERC Forms 1 submitted 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 June 2011,
the AEP Ohio Companies’ capacu’ry 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 Providers with certainty as to
the daily capacity charges; i.e., they will not be subject to potential surcharges after the
true—up calculations dre performed. It also avoids the need for the pro]ectlon and true—up -
review processes. :

: .The formulas use year-end plant baianm, including construction work in

progress {(“CWIP”), for the AEP Ohio Companics to determine their respective annual
net revenue requirements. The formulas do not recover costs related to energy or fuel,
because those are separate products that are not included within the RPM capacity
abligations. Nor do the formulas include transmission costs; those costs are recovered
under the PIM open access transmission tariff.

The formula templates consist of several exhibiis that set out the underlying
calculations that produce the $/MW-Day charge that will be assessed to the CRES Ohio
Providers. These exhibits show the source of the input data, which in most cases are
FERC Form 1 data (identified as “FF1” in the formula, with page and line referenced),
but in certain cases the data are derived from referenced workpapers. The templates are
virtually identical for OPCo and CSP, so in the following discussion, AEP describes the
OPCo formula rate template, but that discussion equally applies to CSP.

Exhibit OP-1.1 to the OPCo Capacity Compensanon Formula shows the hourly
capacity charge, and OP-1.2 shows that the charge is detived by dividing the annual
production fixed cost divided by OPCo’s 5-CP/365. Exhibit OP-1.3 shows the
calculation of the costs for generator step-up transformers and associated 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 OPL1.5 through 1.19 show
the calculation of the various other cost components that feed into the 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 working capital requirements, production-related materials and supplies,
the composite cost of capital (fong-term debt, preferred stock, and common stock — each
of which has a separate schedule), fixed production O&M costs, depreciation, and taxes
(mcome and produchon—related other than income).

The formula rate templates submitted with this filing closely adhere to the
capacity-charge portion of formula rate templates that an AEP utility affiliate,
Southwestern Electric Power Company (“SWEPCO”), submitted on Octaber 25, 2010, in
conection with a settlement in Docket Nos. ER08-1501 and ER09-86, which SWEPCO
expects will be uncontested. Although that submission wes made as part of a sctilement
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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 formulas 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 cther CWIP expenditures. AEP will file annually with the Commission
the AEP-Ohio Companies’ CWIP expenditures with supporting workpapers showing the
derivation of the CWIP e:q;endxtures

AEP proposes to make this filing by June 1 each year in conjunction with the
aonual update to.the capacity charges, and AEP will revise the CWIP éxpenditures 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. ER10-207 and ER10-208, by Letter Order issued
December 16, 2009. AEP will adjust the AEP Ohio Compan:es respective production
invested capital each year to ensure that the formulas will not include a charge for'
capitalized AFUDC and corrésponding amounts of CWIP included in rate base. -

AEP proposes a similar process for the recovery of costs related to Post-
Employment Benefits other than Pensions (“PBOPS’ "y and Post Employment Benefits
(“PEBs”). Like the CWIP process, AEP will file annually with the Commission the AEP
Ohio Companies’ respectnre PBOP and PEB expenditures, with supporting workpapers;
again,- AEP will revise the PBOP and PEB costs if subsequently required 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 requircments
contracts, as evidenceéd by Letter Order issued Tune 25, 2010, in Southwestern Ei'ecmc ‘
Power Co., Docket No. ER109—1298

AEP proposes an initial rate of return on common eqmty (“ROB”) (:-f 11.1%.
This is the same ROE that was inchuded in the contacts accepted for filing in
Southwestern Electric Power Co., Docket Nos, ER10-207 and ER10-208. Any changes
to the ROE will require prior dpproval of the Commission under Sections 205 or 206.

Finally, consistent with Section D.8 of Schedule 8.1, AEP has the unilateral right
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 Subport

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

The cost-of-service data set out in Attachment B show the implementation of the
formula 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 Capacijty Compensation Formulas.

Because the level of load served by Ohio CRES Providers is dynamic, AEP has R

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 that the AEP
- Obio Companies have not been fully 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 with the Public Utilities Commission
. of Ohio an application to enable the merger of CSP inte OPCo, with OPCo being the sole’
surviving company. These companies intend to file an application with this Commission
under Section 203 of the Federal Power Act for authority to merge the two companies.
Upon consummation of the merger transaction, OPCo will own all 6f the CSP generation
and assume all of CSP’s utility obligations, including to supply FRR capacity, The -
merger transaction is expected to close on a timetable that will enable the surviving
company to commence operations in 2011. Once the surviving company (OPCo) begins
such operations, OPCo will file a single FERC Formu 1 that will reflect, among other
things, the generating capacity currcnily owned separately by OPCo and CSP.

AFP proposes that the OPCo and CSP rates be derived from their respective
FERC Forms 1 until the year in which the merged company files a smgle FERC Form 1.
Thus, for example, if OPCo commences operations as the surviving company-in 2011,
and then submits a consolidated FERC Form 1 in the Spring of 2012, the existing OPCo
and CSP rates would continue to be charged through May 31, 2012, and then, beginning
on June 1, 2012, the rates for all Ohic CRES Providers would be caltulated under the
OPCo Capacity Compensation Formula based on the costs derived from OPCo’s then
recently-filed FERC Form 1. :

II. COMPLIANCE WITH 18 C.F.R. § 35.13

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

The documents provided with this filing include this Transmittal Letter and the
documents listed on page 2 above. The persons upon whom this filing has been served
are set out below in Section IV. A description of and the reasons for the rafe changes
- proposed are discussed in this Transmittal Letter. AEP fiuther 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 dlsc:rlmmatory employment practices.

B. Cost of Service Informatmn

As discussed above, AEP submits herewith cost-of-service data in Attachmient A
that prowde detailed information sufficient to permit the Commission to assess the
reasonableness of the capacity charges under each of the AEP Ohio Companies Capacity
- Compensation Formulas. AEP requests waiver of those provnsmns in Section 35.13 that

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 compensanon that each of the AEP Ohio Companies has received under the
existing RPM clearing price mechanism with the compensation that would have been
received had the Capacity Compensation Formulas been in effect.

C. Effective Date

AEP requests waiver of Section 35.3 as necessary to permit the new formula rates
to become effective on Januvary 1, 2011. :

IV. - CORRESPONDENCE AND SERVICE

AEP requests that any correspondcncc or communications with respect to thzs
filing be sent to the followmg ' : .

Mr. 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

The Honorable Kimberly D. Bose
November 24, 2010
Page Bof §

Monique Rowtham-Kennedy

Senicr Counsel

American Electric Power
Service Corporation” -

801 Pennsylvania Avenue, N.W.,

Suite 320 )

Washington, D.C. 20004-2684

(202) 383-3436

(202) 383-3459 [Fax]

mrowtham-kennedy@aep.com


mailto:mrowfliam-kennedy@aep.com

The Honorable Kimberly D, Bose
November 24, 2010
Page 9 of 9

i

A copy of this filing has been served on the Public Utilities Commission of Ohio,
PIM 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

Byvs/ Mornigue Rowtham-Kennedy
Monique Rowtham-Kennedy

Its Atorney

Cc: Service Lists


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

Attachment A, Part 1

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



CAPACITY (FIXED) CHARGE CALCULATION
12 Months Ending 12/31/2009 {(actuzals)

RATE CAPACITY
$IMW!D_ay MW
‘ (1) @
Capacity Daily Charge:
1. Reference P2
2. Amount $387.77897 0

Page 1

Amount'$
(1) x{2)
3)
Col (1) x 2)
$0.00



DETERMINATION OF RATES APPLICABLE TO Page 2
QPGS CAPACITY REQUIREMENTS ’
12 Months Ending 12/31/2009 (actuals)

\1. Capagcity Daily Rafes
W = Annual Production Fixed Cost
{GBC'§ CP Demand/383) (Note A)
640,778,730 - ‘
45908 7368 = $ART.7TRIY

Where: Annual Production Fixed Cost, P.4

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



|

Generator Step Up Transformer Workpaﬁer
12 Months Ending 12/31/2002 (acfuals)

1. GSU & Associated Investment

2. ‘i’otal Transmission Investment

3. Percent {GSU to Total Trans. Investment)
4, Transmission bepreciaﬁon Expense

5 -GS Related Depraciation Expensa

8. Station Equipment Acct. 353 lovestment
7. Percent (35U ta Acct. 353)

8. Transmission O&M (Accls 562 & 570)

9. GSU & Assodiated Investment O&M

Note A:  Workpapers — tab WP-16

Reference
Nois A
FF1, P.207, L58, Colg
L1fL2

FF1, P.336, L.7, Col.h’

L3xL4

FF1, P.207, L.50, Colg
L1/L6
FF1,p.321, L 93, Colb,

and L.107, Colb
L7xL8

Page 3

40,703,527

1,164,348 564

3.50%
25,505,773
891,636
618,945,998
6.58%
5,406,295

355,532



ANNUAL PRODLUCTION FIXED COST Page 4
12 Months Ending 12/31/2008 (actuals)

PRODUCTION
Reference Amount
1. Retumn on Rate Base . P.5, 119, Col(2) $297,934 517
2, Operation & Maintenanca Expense P.14, L15, Col.(2) $315,740,096
3. Depreciation Expense’ P.16, L.14, Col.{2) $228,619,407
4. Taxes Other Than Income Taxes P.17, L6, Col.(2) $81,746,087
5. Incoma Tax ' Pt 8; L5, Col.(2) $121,308,086
B. Sales for Resala _ Nete A ' $395,41 7,383
7. Aﬁcillary Service Revenue ~ Note B - $242 979
8. Annual Production Fixed Costr - Sum{l 1:L5)-(L6+L7) $649,778,730

Note A: Capacity related revenues associated with sales as
reported in Acoount 447 (indudes pool capacity demand).
Note B:  Workpapers — tab WP-2 -



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

function based on gross plant on P.6, L.8. Labor related prepayments allocated to production function based on

wages and salaries on P.7, Note B. -

Amount
(m

6,864,412,610
2.364,641,611

4,499,971,299
951,341,416
0

43,003,509
29,607,052

3,622,170,446

327,108,625
79,263,630
406,372,555
2,494 523
99,194,239
101,687,762
60,432,542
4,150,563 305
7.68%

322,040,442

Demarnd
2

€,7B4,128,742
2,319,865,818

4,454 263,123
832,518,848

0

43,903,500
20,607,052

3,706,256,838

o

79,283,980
79,253,930
2,464,359
30,576,830
53,041,240
39,414,563
3,876,076,5659

7.68%

287,934,517

Reference
1 ELECTRIC PLANT
2, Gross Plart in Service P.5, L4, Col.(2)
3. Less: Accumulated Depreciation P.8, L1, Cal.{2)
4. Net Plant in Servica L2-L3
5. less: Accumulated Deferred Taxes P.5, L12, Col.{2)
8. _ Plant Held for Future Use (Note A) FFt, P.214
7. Pallution Contral GWIP Note B
q. Non-Pallution Control CWIP (50%) Note B
9 Subtotal - Eleckic Plant Ld-LE+LE+LT+LB
10, WORKING CAPITAL
1 Materials & Supplies .
12, Fuel P.9; L2, Cot(2)
13, Monfust P.9, L8, Col.{2)
14. TokIM&S L12+L13
15a. Prepayments Nonlabor {(Note C} - -
15n, Prepayments Labor (Note G)
15¢ Prepaymants Total (Note C)
16. Cash Working Gapiial P.3, L7, Col.(2)
1. Tolal Rate Base L9+L14+L15c+L18
18, Welghted Cost of Capital P.41, L4, Col:{4)
19. Retum on Rate Base L17 x L.18
Mote A:  Workpaper (WP) 18
Note B: Woﬂcpapars - tab WP-3, ‘CWIF" balances in the formuia cannct be changed
absent an annua! informalional filing with the Commission.
Hote C:  Prepayments include amounts booked to Account 165. Nontabor related prepayments allocated to the production

Page S

Energy
&)

§0,234,168

. 44,575,995

35,708,176
118,794,567
o

o

0

(83,080,381)

927,108,625
a
327,108,626
29,984
45017,359
48,64€,522
21,017,979
313,686,736
7.88%

24,105,925
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l

PRODUGTION-RELATED ADIT
For the Year Ending December 31, 2005

DOD@ WD RSN

Aceount

190
190
180
130
180

231
231
281
231
281

282
282
282
282
252

283
283
283
283
283

283

Page 6a

- 100% Production 100% Production
Description Year End Balapce Exclusions {Enemy Related  (Demand Related) Laber
Exeluded Hems - - )
100% Production {(Energy) 3,962,260 3,082,260
100% Production (Demand) 73,651,393 73,851,303
l.abor Relsred - -
Total 77,613,653 - 3,562,260 73,681,393 -
Production Allocation 0.00%. 100.06% 100.08% 66.36%
{Gross Plant or Wages/Salaries) - 3,962,280 73,851,383 -
Demand Related - 73,651,383 -
Energy Related 3,962,260 - -
Alocation Basis i ' Direct Bs L7 B-7, Nole B
Excluded liams -
100% Production (Energy) - :
100% Production (Demand) (234,470,859 -(234,470,859)
Labor Redated - ) ) . - -
Total (234,470,859) - B (zsmﬁ,assi -
Production Alocation 0.00% 100.00% 160.00% 6B,35%
(Gross Plant or Wages/Salaries) . - - (234,470,859) -
Demand Refated - {234,470,859) -
Energy Related - C - -
Allocation Basis * Direct B-5, L. 7 B-7, Note B -
Excluded Items . - -
100% Production {Enargy) . - =
100% Production {Demand) (550,453,396} (550,458,296)
Labor Refated - ) -
Total (550,453 356} - - (ssu_s?L_—’.‘u 396 —
Praduction Allacation 0.00% 100.00% 100.00% T 66.35%
(Gross Plant or WagesfSalaries) - - (550,458,395) o=
Demand Related - - {550,458,395) -
Energy Related - - -
Allocation Basts Direct B3, L.V 8-7, Nole B
Excluded ltems - -
100% Produstion {Energy) (122,755,227} (122,758.827) ‘
100% Production (Demand) (121,243.887) (121,243,987) )
Labor Related - i . -
Total (244,000,813}~ . - (122,756,827) 121 .2%9&?) z
Production Allocation . 0.00% . 100.00% - 1 £6.35%
(Gross Plant or Wages/Salades) - (122,756,827) (121,243,987) -
Demand Related . - {121,243,987) L}
Ensrgy Ralatsd {122,756,627) ) 0
Allocation Basis Direct B5. L7 87, Note B
[Summary Production Related ADIT | Total I pemand ] Enemy |
F Plant (Energy Related) (118,794,567) - (118,794,567}
P Piant {Demand Related) (B32,515,843) (B32,516,548) 0
Labor Redaled a Q 0
Total T EEAAT8) (Bi2516,648)  (118.794.567)

Source: Balances for Accounts 190, 281, 262 and 283 from WP-8a and Bai.



PRODUCTION-RELATED GENERAL PLANT ALLOCATION

12 Months Ending 12/31/2009 {actuals)

o . I N TR

10
11.

- GENERAL PLANT

Land
Ganaral Offices
Total Land

Structures

. Genaral Officas
. Total Structures

Offica Equipment

12, General Offices

13.

Total Offica Equipment

14. Transportation Equipment

15
16.
17.
18.
19.
20.
21,
22,
23.

Siores Equipment

Taals, Shop & Garage Equipment
Lab Equipraient

Coramenications Equipment
Miscellaneous Equiprnent
Subtotal

PERCENT .

Other Tangble Property

Fué! Exploration

24. Rall Gar Facility

25,

26.

27,

26. TOTAL GENERAL AND INTANGIBLE

29,

30.
A,

az
3.

‘Total Other Tangible Property

TOTAL GENERAL PLANT
_EF1,P.207

INTANGIBLE PLANT

-PERCENT

Totat Genaral and Intangible
Exclude Other Tangible (Raticar
and Fuel Exploration)

Net General and Infangible
PERCENT

Total
System
(Nofe A)

1)

4,968 407
0
4,068,407

£6,451,163
n

66,451,163
3,227,863

3,227,863
31,743
269,697
16,023,187
570,347
33,062,228
2,059,713
126,674,348

14,273,536
0
14,273,536

140,947 834
76,310,968

217,258,850

217,258,850
(44,273,536}

202,985,314

Allocation
Factor

)]
Note 8
Note B
Note B

Note B
Note B

Note B -

Note B
Nots B
Note B
Note G

Note

- Note D

Mole B

Note E

i’age 7

1of2
Ganeral Plant Accounts 1¢1 and 106
Related o
Production
T)x (@) Demand Energy
{3 4 {6)
3,296,564 1,680,843 1615721
0 0 0
3,296,564 1,680,843 1615721
44,097,331 22484223 21,813,108
0 [+ a
44097 331 22 484223 21,613,108
2,141,704 1,092,005 1049 6985
0 Q : o
2,141,704 1,092,006 1,049,658
21,062 10,739 10,323
178,945 91,240 B7, 705
10,631,469 5,420,744 5,210,725
378,428 192,952 185476
21,936,962 11,185,157 10,751,805
1,366,639 696,813 - 665,817
84,049,095 42854 71T 41,194,378
58.35% 33.831% 32 529%
14,273,536 14,273,538
] ’ 1]
14,273,535 0 14,273,536
98,322,631 42,854,717 55467914
50,632,727 25,816,473 24318254
148,955,358 58,671,180 ) 80,284,169
£8.56% 31.61% 36.95%
148,955,358 68,671,180 80,284,169
(14,2_73.536) : 0 (14273,53g)
134,681,822 63,671,190 66610833
66.35% 33.83% 32.52%



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

Page 7

2of2
NOTE A: Data from OPC's Boaks excluding ARQC amounts.
NQOTE B; Allocation factors based on wages and salaries In electric operations and rnaintenance
expenses excluding administrativa and general expenses:
a. Total wages and salarias in elactric oparation and maintenance expenses excluding -
administrative and general expensas, FF1, P.354, Col.(b), Ln.28 - L.27 (see warkpaper 9a). 149,923 567
b. Production wages and salaries in electric operation and maintenance expense,
FF1, P.354, Col.{b), L.20. 99,475,075
66.351%;

c. Ratio (b /a)

NOTE C: L.20, Gol.(3} / L.20, Cal.(1)
NOTE D: Directly assigned to Production
NOTE E: L.26, Col.(3) 7 L.26, Col.{1}



8.l8'2L0°1LE
gg8'srl'g9l
825'025'28
B0Z'eze'seL

(sag"1ep'61e)
0

285009 +G¥

{€)
Afllaug

g afeg

COS'vLE'BE
vog'aLeiaLe
les'ela'oe
L05°20%'8L2

(590'g0)
0

095'048'8L2
@)

purewsA
NOLLONaoHd

" Ers'zer'on

ore'0s'eey
¥ZO'rEr'an.

912'620'%Lp

(Lrt'coa'ele)

]

EL'LEQ'ERL

(1}
unowy

B TX 008/ &m
T+

LI °0bd

(g1 yr L) wng

¥l
£ LT Yld

21 'r1d

aatimrajay

sjuewsnbey ysed o "L

© T wopemoEs feudeD BUDIGA YeuD) 10 WSO [E10L '

9V pelevofy g
W0 Ualdnpos Jeuy)0

S0 vamw_._o._sm 8997 ‘¢
Usv A1 Jo efeg 7 Sunpuey jond sse -z

uonessties) Juide(3 Ul pesn jeng
‘Buipnjoxg esuedxs uogonpasy eo <L

(erenioe} gonz/ berz) Bujpuz spuop gt
LNIWTEINOIY HEVD T3 LY TI-NOILONTOH



0 0E6'C0Z'6L  DEB'ESE'SL
0 0 0
0 0 0
) 0 0
0 0E6'COZ'BL  OEB'EDZ'6L

gzo'e0Llze O SzZo'egLLZe
) (e} @
ABraug puenag JUNoWry
NOILONAOYS
g obsy

B aeN
0
0

880'25Z'801

0
DEG'S0L'EL
HTYTYE YL

LD %00 0EE'CHE'6L

enuAIAY

$Z9'801"L2ZC

{A]
uneuny

"B (€)100 '2'd oy o, seum (1) utuniog :g @1oN

ZT+ET+5T+91
dag Bununoosy
£q syoog 8040

woy peysiung
UMOPYESIg fEUOROUNZ

1732z d ‘144

EATIEE|

WALSAS

“POUBE( PUS Jes), Ty 810N

fejo,
lelauasy
uosnauIsia
uDISSIISUE. ]
uonahpoly
[en4-uey

[ang

(v aron) saddng 2 jevaey

g
‘z

T

- (S[enoE) §007/16/Z1 BUlpug sutio 2|
S3MNddNS ¥ STYIMALYIN 02 LY TIN-NOILONIOH



9z0'0Z6'2¢
Q,m.mg. i
108'e28

0

A
(sat'zpa's)
LI

S04'280'bE

(@)
ABirsugy

01 efed-

._._o_wm_Ean U Uy B euepswso) enute _”_m Jussae pebl
Buipung pus sa12wse [Brusee (8gad) sisuse uswAopdw

l8B'CIO'0E  YZOPEYED
B09°220'L  a¥b0es's
28 2vb 8:2'L28
0 0
iBR'ESS'T  OZH'vOS'T
(z8p'189) {8£t've8'l)
o59'ser ESH'58
L9L'0PE'ZE ZER'BEE'Se
X .@
pLewSg junouny
© uonanpoly

Y
asioN
9 ®l0N
30N

8 sloN

TE0'SEY'YOI

ee'erl's
Paci-p: 18 g8
18FEPT

omu.mmm_m

{080'128'2)

a0 sieN o5Lu82')

V' ©I10N

4 610N

@
% 101084
uonesony

b 11'865'38

0
0
BLLYE5'S
BLy'zaR
BEl'Ero'eE
LES'IES'IT
SPE'ELB'YE

(1)
wmoury

LD & jouUes _._n__w“..__s__w“u Sl BINULIOL B1R U] POPNISU SjUsLpuLoe
m.ﬁon_ Pue {34084} suvisuad uey) jaue Bllousg JusiAojtus-150d

£7'0d woy uely %

.wn_seSEoE puR ganp .a:mnES pire Busieape jereuas sapnpxg
-gefieun _u:_.Eu J0 JURLISSOSER DT SApN[OYe DS PUR EIAISS S[asaioLM 0} pajetal you slusj| (e Supnioxg

21Ny oL
87 "L a4
£2¢'d ‘14
£2€°d ‘4
£28'd ‘144
£28'd ‘L4
£2€°d ‘L4
6B ¢ e
£2¢'d ‘14
£28'a ' bald
£2€'d ‘144
£28°d ‘L4
£78°d ‘14
£26°d "bad
£¢e'd Idd

eousIBIeN

weisis

Ge8
X::5]
144
¥28
- TTB

0ze

TAd
26
SE6
L2g
o8
3]
026

WNo2Yy

8271 '{EYIoD '2'd Wol % Jed [RIeusn
. Ld'geoN woy e

IASNILE B9 Y WLIOL
INYId TYHINZDO 40 IONYNILNIVIN
SINIY
SISNIXT "WINOD AHCLYINDTY
IONVHENSNI ALYTOYd
WO - HIABNvHL AsNIIE "NaY
$ISNIXI TYHANTO SHOTINVTTHISIN
| el
10 - s9dieys eresyidng
sswalinbay ssjyourl4
safeureq % sapnfu)

seyddng eowo
Ea:um % SUCIEUDS oakojdy
seTjAseg SPING
seliejes Oy
wm_gm CINY SO QL g1y 1Ey

ISNTIXT TYHIANTS 2 FAILYHL SININOY

- SI0N
=10
g ejon
10 810N
g SloN
W oloN

s

o 0 g G

3
)

(sremoe) 600z)Le/Z1 Bupug aguen 2|
NOLLYOOTTY BSNIdXT TYHINIS 9 JALLYHLSININGY
Q1Y TIH-NOLLINAOY



%8E'L
%94's
%L00
%'z
(r}
gxg)

relded Jo g0
pelyBren

11 eBeg

%0L'LL

%Ze'l

%Ly
{2

%
[eyden

J07800

 "uoissOg eyl um BUl B0Z/50Z UOHOBS ¢ jiesqe

paBuByo aq jouuss Anbe v uMar ey 9L 1L 4o AunbT uo wpy

%00°C0}
491N %e0°CS
3 0N . %¥2'0
qQewrN %806k

(z}

BOURLONN %

sonEy
1503
pajBlany

120'098'810'D
BLTISE'PIE'S

£8l'zzh'sg

0o0Des'RrE'S

{1
e
uopez|enden
Auedurog (ejof

L eeld
RrAl- TRy AR |
‘577 'agkd

.Em,._ gLy

1109 57 2hd

feleL
JejoN O0YS UG
g 9JoN ¥o0IS paLseyeld

¥ SloN ¥99Q uis L Buo

eauassley

2 loN
2 N
‘g soN
ey
:g 0N

v sloN

(srerioe) 60021721 Buipug eyuop 7|
TLIdvD 40 1SOD ALISCINOD



%LEP

(11100 ‘117 {2100 ‘517 =198 wie) Bua jo jBog peppequiy ‘g,
unouny 1o qLiieI0L ‘gL
Arancoey eBpeH pampily snig  pl
8507/ {ueo) oBpoy [ej0L 8307 gy
esuedx3 pue g1E0) BIOkaNE B}
(ae oo uoed) sojuedwiog sossy L uojse] 1)
{Fezy poy) 18 paumboeey Lo uen ZHIOWY Esa g}
(82 20} 190] paunbowsy vo wiiwed Zpouy Bee7 g
(19zr o0%) JgeQ- painbovey w0 seo uoEZIOWY  °p
{ez oov) esusdxg pue Junode|d geq uopezOoWwy 7
(LY 00Y) osuedxz tsomepy] 9

{ETjoET estanTT PUe 3565
souzjeg 190 ey Buoy (oL g
- (72 ovv} gea wieL Buo s ¥
(e7T coy) soluedwog oossy woy seoueApy. ¢
(227 o0y) spuog paynbieey meey 7z
{1zeov) spueg ¢y

TETEYT €00/ /2| SUP0S SRR 21

obZ'ola"ae) B e PV B O
(815 69L) {9) 100 '6 1 'ez1 'd
(Ler'se1L’s) 1) 109 ' 1 "2 'd
£29'008'CEL
000'005'01 LT'81l-dM
a 8L 'bdd
0 0G9LLE bS]
E6.L'0ZD oYL b
Ye'YSE's DEELLL ‘LIS
PeE'8L0'BLL TTELHL b
000'085'erT'e
pac'ogs'iet's YLTELL LA
o00‘00‘00z TOTTELE Bl
{aoo'000'coe) BT P4
0 0'8LZHL Y1 dd
(@ {1}
payoog - edjueleg VLAY
18009 ¥eq
ELLTET
EAR R

(s1empoE) @02y LeszL Bumpuy syiop Z1
Lu30 Wy31 BNON



"MOIeq uuInjes, Siqepnpx,
o) LI PORICDRI 8] O] B8 UONEINI1ED BIU) U} SIqEIBACIB JOU oie aoa:mnmm_ 198p eje) BiaELEA J0 SOBDEY MO Uses pus

"safipsy Moy yse) edliensssod e wua ] Buor uo um_.au. solpay enes Jjgy O slLeWeNIBs yseo ‘salipey soLENeE-eud Jo ueprod
SAloRpeL Sy} O] pajBle) SUNOWY "B8Bq sje ARG ADL jou Jeys | (Y pejeerebpay ‘Uoie|ND|Bo Syel m£ yBnouuy Mo jou jjeys pue
BLICSU| BABUSYBIAWI0D JBLNID 812 00 () LtRLLe |[eys UB sy Jo coUR(Eq PEZINOWRLN BY 1. “Bduenes) J4ep MBS 4 JO o) k) Jano
pezIOWe aq [eys m@«co__a:_am efpey 'aunod siged ¢ usy) siow Aq esBAIDAPesERIoU] O).edED 4O 1500 BERRAR poyBRm xel-iaye
SyRodWwen i eeneo 10U feys 1qep wie) Buo| uo saBpey aATEALGP B} J2eUSiUl Uo £80] Jou Jo sured jou JO UoheZIoWE [Ny Ny S10N

¥4 eury °z; oBeg 'g JaIXT U SBeuati [SQJSIUI [enioe 0 _umu_wm 10 pejpRIgnS oq o],

(eigs'eol) (e 2urv Jo 5 I 0 J9ssen) Lanooay §507 / (L1en) efpey '8
(081'60¢€'E) o L7481 N fisadosy (D) jo wmoury g
§000°0 Aonooay (o) uowIod s
Li0'00e'910'0 (¥ ‘v 'Ly vonezgenden 0y p
ahfes easod e-5e 5507 BOPAY B PUB enfeA snjeBsu B se ey ebpey B Jauy
(8.5'601) Hui Aseacaey jo uopesiddy o) Jod sg0 £ E«Q %EI ]
: al I
{sse'sar) ELe'sip's) {161'581'0) ‘ . uonempowy oBPpOH feL  p
12420 so-dos (egL'ser) (e1o's14's} {z9c's06'0) %BLE'G - 9BpOH Mold ysed NNS g
gi-unp " eg-un . (osn'se') ~  (oor'elv) - {osv'aty) . - %000 - 80POH MO)4 usea NNS A
a1-AON SO-AON LED'eeL - [£2-5: 00 9D0E"S - 8BpoH MO Used NS ‘b
Suipugy Buuuieg SoUBEY Wit orvelms (v eloN) sunoury #2077 (uee) {) 292-857 d *} wiag Hya4
POLed LUopezHoury + pIzjiowreun  junoury abpsy Sjqepnisxg sBpay jm0, JONYNSSI AR LWY 30034
eferepniou} JoN _ .
(o) (3 ¥ 3] @ fH)
_ (sjemaz) 6002/1£/21 Buipua syoW Z|
AL7 40 seanaauag ejEy Jsaleiy| U0 2RaT/(UBn) BuiBpely vo
eg| s0ed

L2230 WHAL ONOT



%TE'L
£6L'721'55
695'900'98
[+]
vEg'L3s
00v'oz0'0L
es0'zeL

nmown
{2

Bp) abeg

237 1M

&1 +r1-g7+21

8™ 'ZLL 'd "bdd
971k d 1dd
(e 1'182'd 14
8271°341°d '14d

solala)e)y
{3 .

“ous pensjesd (Ainseal) ) pasmbaeay pue peBpeld vepnjoxs Buipussine yoois paasaly g QloN _

¥ EION
Yo
Y &ioN

9% veloN

OZ 1A Q) — sadedpon) v eleN

ey 1807 ebrieay 7L
Jo0IS pauBjerd BlI01 9
WOIS Py JepdeTrirpred hld g

N0IS pid L0 jnooslg SR

- YOOIS PRUBRI] US WNluYY BNld g

Bupueeing yoolg pamesld

SPUAPAI] 300 palelely 'L

(srersoe) g00Z/LE/ZY BUIDUT SYUOW ZL
, NOOLS JFYYSINd



8iz'lse'viee
(Bl 15t oLl
0
£8L'22r'ge
£58'12¢'192'e
. spoueeg

qg}. abed
g aneg

tez)1

F100 'BTL-dM
8702 'BZl-dWi

" p+0+q7[0D 'BZL-dM

B |03 Bz L-dM

acnag

Aynbg uowwion jo oueled 8101 g

(81.Z ooy} BwooU} LI aasLayesdwD?) pajBjnumaIy Ty
{1'pl2 20v) sBunuen Leipisgng pejndusipun pesidolddeun g
{£12-L0Z 20V Jo Uoitiod pid '$0Z 90%) 0015 paLeje.d ‘z

- . B

mden Legeudor TeioL 7L
{siemoe) 6aozZALe/Z) BUIPUT SUIUOW ZL

ALINDI NOWWNOD
ael-a



ezZ'LeS Ley
0
oza'0za'Te

185'099'bGt

gee'leraie

0
Boz'eTT'sel

(=N == ]

{e)
oldenEA
(AB1org)

1 9ed

{81'cd

885} OBeJ £GE JUNOSIY 0} UBISBAU] 18D SeUN) (0L B 299 'BLOOW) L0171 €81 '128°3 'bdd 8 JLON

960'0p2'51¢
Zeg'age
lag'glg'os

0os'0L0'8LT

850'e0

T0Z'EeL'9eT
0LL'SkB'T
SEl'se0's

(2
pexy
(prewsgq)

PA-clM BUE §1.'J (M SOURDI0008 ) SyUBLOHWOS) BITEVEA pue
peld O PoISsEd oG- 90 PUR 008-2C ‘BFE 'PIE-DIC ‘A0S-Z09 ‘000 SIUNDSIY U papicoed SJUNGRY Ny SLON

8lg'1ze'e0n

zeg'sse

¥2o'rer'en

con'Les'eel

pp'anssle

1}
0

LP'aL020p
QLGP
SE1'S0's

0

OO0 0D

(1)
Atedwos

real

W OEsL gl
g oy W?0 pajeler dpy deig toreisues ¢
LT Dvdesueda pRy ¢

BASCIE UCHRIOUSD WO U] pesn (ond
Buipnioxg ssuatXg UGONPOLd 2101 L

§65 Iemod peseying ‘|
Y.9I1oN Jegioresuadxg Jamog eejonN ‘g,
V¥ elIoN SN L UORBNKLWIOY g

W RION seguadxg ums|g YO g

008 Bujyoiedsrg peet 3o [euog Wesig <2

L85 2sUStixg Lonanpord B0 B

9¥eGES sesuedxs |y 9 O OIPAK ‘¢

208 £UoY
xeuE ! (ssuadxg » snucasy) ysy A1 Jo Bt -2
xL0g BuipueH enub 'z
XKL BupueH [e03 ‘L

"ON ltnesoy

{sjsmo8) ganzyLe/zs Buipug sywiopy 21

NOILVHINID OIHLD373 NI a3en 13N ONIN DX
ASNFelX= W O NOILONAOYUd

SLE0D a3XI4 TenNNNY



CLASSIFICATION OF FIXED AND VARIABLE ‘ Page 15
PRODUCTION EXPENSES

Line : FERC Account Energy - Demand
Ne, ' Description No. Related Related
1 POWER PRODUGTION EXPENSES
2 . Sieam Power Generation
3 Operalion supervision and engineering 500 - o
4 Fuel ‘ 501 4 -
5 Steam expenses 502 - b d
G Steam from other sources 503 100 -
7 Steam transferred-Cr, . 504 0 -
8 Eleciric expenses 505 - ol
g Miscellaneous steam power expenses 506 - ¥
1¢ Rents 507 - b 4
il Mllowances 509 p e d -
12 Maintenance supervision and anginearing 510 X -
13 . Maintenance of structures _ 511 -
1“4 Maintenance of boiler plant 512 b+ 4 -
15 Maintenance of electric plant 513 ¢
16 Maintenance of miscellanaous stearn plant 514 -
177 Total steam power genierafion expenses
18 Hydrautic Power Generation .
19 Operatmn supervision and engineering 535 - ¢
20 Water for power - 536 - 0
21 Hydraullc expenses ' ' 537 - e
22 Eleclric expanses 538 - X
23 Mise. hydraulic powergeneraﬁon expenses 539 - xc
24 Rents 540 - XX
25 Maintenance supervision and engireering 541 - 00
25 Maintenance of structures ' 542 - P
a7 Mainienance of reservoirs, dams and waterways 543 - 0w
28 Maintenance of alectric plant 544 xx -
29 Maintenance of miscellansous hydraulle plant 545 - bed
30 Tatal hydraulic power generalion expenses
3N Ciher Fower Generation - o
32 Opevation supervision and ehgineering 546 - ¢
33 Fuel ' 547 xx -
34 Generalion expenses 548 - ;‘ =
35 Miscellaneous other poveer gmemﬂon e)qJenses 549 - >
36 Rents 550 - o
37 Maintenance supervision and engineering - 551 - xx
38 Maintenance of stuctures 552 - e,
39 Maintenance of generation and slectric plant 553 - o4
40 Maintenance of misc. othier power generation plant 554 - b 4
41 Tulal other power generation expenses
42 Other Power Suppry Bpenses
43 Purchased power 555 X K
44 System control and load dispatching : 556 - X
45 Other expenses 357 - b1 4
456 Station equipment operation expanse (Nofe A) - 582 ’ - x¢
47 Station equipment maintenance expense (Note A) : 570 - b 4

Note A: Restricted to expenses related to Generator Step-up Transformers and O&memmmla'eed EXpENses.
See Note D, Page &



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

PRODUCTION PLANT

1. Sleam

2. - Nudear

3. Hydro

4.  Conventional

5. Pump Storaga

8. & Other Production

[ Int. Comb.

8. Cther

9 Production Relatad General & Intangible Plant

10. Generator Step Up Related Depreciation (Note A} -

1. Total Production

Deprediation
Expense
m
217,078,035
0

0

0
2,998,687
15,005,570
891,636

235,974,027

Nots:  Lines 1 through 8 will be Depreciation Expense repacled on P.336 of the

FF1 excluding thi amoriization of acquisition adjustments.

Page 16

Demand Energy
(2) <
217,078,035 0
Q 0
Q | a
] 0
4] 0 -
0 0
o 0
2,998,687-; | B
;F',651,049 | 7.354821
891,636 0
228,619,407 7;354.621

Line 9 will be total General & Intangible Plant (from P.338 of the FF1, adjusted for
amoartization adjustrments) 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, sea P.3, L.5



PRODUCTION RELATED
TAXES OTHER THAN INCOME TAXES
12 Manths Ending 12/31/2009 (acluals)

Note A

Note B:

Noie C:

Note Dt

Note E:-

Page 17

) SYSTEM PRODUCTION

REFERENCE | AMOUNT] % AMOUNT

- m &
PRODLCTION RELATED TAXES OTHER THAN (NCOME
Labor Related ) Notz A 7,986,015 Nole B 2,701,739
Property Related ) Mote A BB,0S2879 NoteC 62,073,218
Other Noke A @7ITB76) NosC  (1,930,076)

. pg 6, col
Production Note E 19,124,886 3,Ina4 _ 18,904,207
Gross Receipts f Commission Assessmeants Note A 81,010,962 NokD Q
TOTAL TAXES OTHER THAN INCOME TAXES SumL1:L5 183,438,946 1,748,087
Taxes other than Income Texes will ba those reportad in FERC-1, Pages 262 & 263.
Tatal (Col. {1), L1} allocated on the basis of wages & salaries in
Electric: O & M Expenses (sxcl. A & G}, P.354, Col (b} and Services
shown an Worksheefs WP-8a and WP-gh,
. Arount %

(1) Total W& S (excl A & G) 140,523,567 100.00%
(2) Producton W& S - 99475075 66.35%
(3) Produchion Demand W & 8 50,720,072 §0.99%

Allocated on the basis of Gross Plant Investment from
Schedule B-6, Ln.T

HNot altocated Yo wholesale

Classified based on gross production plant in service



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

Reference
1. Relurn on Rate Base P.5,L13
2,  Effaclive Income Tex Rate P13, L2
3.  Income Tax Calculatad LixL2
4 TCAdustment . P.A3, 113
5 Incoms Tex L3+1L 4

Amount
1))

322,040,442
40.9090%
131,743,423

{488,667)

131,254,756

Note A: Classtiication based on Production Plant ciassification of i’.'EB, L20and L21,

Demanci
4]

297,934,517
40.9090%

121,884,938
(482,552)

121,398,956

Page 18

Energy
3
24,105,925
40.8060%
9,36{485
(5,715

8,855,770



COMPUTATION OF EFFECTIVE INCOME TAX RATE
12 Months Ending 1231/2009 (actuals)

14.
15.
16.
17,
18

19,
20.
21.

T=1-{[(1-SM*(1-FIT/{§ -SIT*FT *p)} =
EIT=(T/(1-T)) * (1-{(WCLTD/WACC)) =

where WCLTD and WACCG from Exhibit B-11
and FIT, SIT & p as shown below.

GRCF=1/{1-T)

Federal Income Tax Rate

State Income Tax Rata {Composite) !
Percant of FIT deductible for siate purposes
Weighted Cost of Long Temm Debt
Weighted Average Cost of Capital

Amottized investment Tax Credit (enter negatwe)
Gross Plant Allocation Factor

Preduction Plant Related TC Amortization

ITC Adjustment

Gross Plant Allacator
Gross Plant

Production Plant Gross
Demand Related Production Plant
Energy Related Production Plant

Preduction Plant Gross Plant Allecator
Praduction Plant - Damand Related
Production Plant - Energy Relaled

FIT

SIT

p
WCLTD
WACC

FF1, P.114, L18, Colc

L19

L12xi4

P8, L6, Col.2
P8, L5, Col2
P.6, L5, Gol.3
P86, L5, Col4

L16/L.15
L17/L16
L18/L18

Total

Page 19

36.08%

40.91%

1.5644

35.0000%
1.6600%
0.0000%

2.115%
7.685%

{437,812)
71.330%
(312,361)
(488,667)

9,623,507,282
6,864,412,810
6,784,128,742
20,284,169

71.330%
98.830%
1.470%



Attachment A, Part?2

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



CAPACITY (FIXED) CHARGE CALCULATION
12 Months Ending 12/31/2009 (aciuals)

RATE CAPACTY
YMW/Day - MW
¢} {2}
Capacity Daily Charge: .
1. Reference P2

2. Amount $299.80517 0

Page 1

Amount $
(1yx@)
(3)

Col (1) x(2)

. $0.00



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

1. Capacity Daily Ralea
YV = Annual Production Fixed Cost
- (CSP 5 CP Demand/365) (Note A)
415,260,737 _
3,7948 — 7355 = $299.80517

Where: Annual Production Fixed Cost, P.4

NoleA:  Average of demand at time of PJM five highesl daily peaks.



Generator Step Up Transformer Workpaper
12 Months Ending 12/31/2009 (actuals)

1. G3U & Associated [nvestment

2. Total Transmission Investment

3. Percent {GSU fo Total Trans. Invesiment)
4, Transmission Depréciation Expenss

5. GSU Related Cepreciation Expense

6. Station Equipment Acct. 353 Invesiment
7. Percent (GSU to Acct. 353)

8. Transmission O&M (Accts 562 & 570)

9, GSU & Assaciated Investment O&M

Note A:  Workpapars — iah WP-16

Reference
Note A
FF1, P.207, L.58, Colg
Li/L2
FF1,P.336, L7, Golb
L3xL4
FF1, P.207, L50, Col.g
L1/L6
FE1,p.321, L. 93, Col b,

and L.107, Colb
1 7xL.B

Page 3

8,954 491
619,883,349
1.44%
12,769,913
184,467

" 309,136,250

- 2.20%
2,561,238

74,189



ANNUAL PRODUCTION FIXED COST Page 4
12 Months Ending 12/31/2009 {actuals) ' B

PROGUCTION
. Reference ‘ Amount

1. Return on Rate Bass P.5, .19, Gol.(2} $126.285,005

2 Operation & Maintenance Expense P.14,L15, Col.(2) $157,813,367

3 Depreciation Expensa . P.18, L.'11. Col.{2) $55,080,009 |

4, Taxes Other Than Income Taxes  PAT.LS, Col.(2) $50,322,027

5. Income Tax o P.18, L5, Col.(2) $43,014,120

6. Sales for Resale Note A ] $15,031,652

7. Ancillary Service Revenue | Note B ] $202,14.?
'8 Annual Produciion Fixed Cost Sum (L. : L6)- (L6 +L.T) $415,260,737

Nots A: Capacity related revenues associatad with sales as
raported in Account 447 {indudes pool capacity payrnents).
Note B: Workpapers — tab WiP-2



RETURN ON PRODUCTICN-RELATED INVESTMENT
12 Months Ending 12/31/2002 (actuals}

Referencs

1. ELECTRIC PLANT

2. Grosa Plantin Service P.5, L4, Cal.(2)

3. Less: Accumulated Depreciation P.6, L.11, Col.(2)
4., Net Planl in Service {2-L3

5. Less: Accumulaled Deferred Taxes P8, L.12, Col.{2}
6. Ptant Hald for Future Usa Nota A

7., Pallution Control CWIP Noo B

8. Non-Pollution Gontrol GWIP (50%] Note B

9. Subtotal - Electric Plant L4-LS5+L8+1.7+L8
10. WORKING GAPITAL

1. Materials & Supplies '

12. Fuel P.9,L2,Col(2)
13. Nonfuel P.9,L8,Col.(2)
14. TotzlM &S E12+L13
15a.  Prepayments Nanlabor (Note C)
15h, Prepaymients Labor (Nofe C)
15¢ Prepayments Tofal (Note C)
18.  _Cash Working Capital P.8, L7, Col.(2)
17. Tefa!l Rate Base LS+ L14+L15c+ L6
18. Weighted Cost of Capital P.11, L4, Col.(4)
19. Return on Rate Base Li7TxL.15

Note & Workpaper (WP} 19

Amount
4}

2,763,563,767
1,043,595,854

1,719,967,012
321,423,744
5,366,165
4,303,976
18,175,206

1,427,389,5815

72,012,385

28,561,203
101,573,568

8,113,536
58,219,538
4,333,071
22,757,391

1,618,053,565
8.23%

132,927,856

Note B:  Workpapers -- tab WP-3, CWIP batances in the formula cannot be changed

aksent an annual informational filing with the Commission.

Nole C:  Prepayments inchude amounts booked to Account 165, Nenlabor related prepayments allocated to the production
function based on gross plant on P.6, L.7. Labor relaied prepaymants allocated to production function based on

wages and salaries on P.7, Note B,

Demand
@

2,738,296 395
1,029,081 569

1,708,215,326
268 276,409
5,385,165
4,303,976
19,175,206

1,439,784,264

0

29,561,203 .

26,561,203
6,067,640
35,368,378
41,426 018
12,364,628
1,628,126,112

3.28%

125,285,005

Pags 5

Energy
@)

25.286,872
14,514,285

10,752,587

23,147,336
0
0
0

(12,394,749)

72,012,385

-0
72,042,385
55,385
22,851,158
22,907,053
10,392,784
92,917,453

8.23%

7,642,891
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PRODUCTION-RELATED ADIT
For the Year Ending December 31, 2003

Y

21

23
24
25
27
28

30 -

) |
33
33

37

38
33
49

4@

SEAB

SW® DS W

Agcount

190
190
180
18¢
194

281
281
281
281
2381

282
282
282
282
282

283
283
283
283
283
283

source:.Balancesfot Accounts 190, 281, 262 and 283 from WP-Ba and 8al.

Page 63

100% Productinn  100% Produstion
Description Year End Balance Excluslans (Epsray Related)  (Domand Relaled) Labar
Excluded iferns Toan - ’
100% Praduction (Energy) (203,148) (203,148) L
100% Production {Demand) 26,852,105 . 26,852,105
Labor Related - . -
Total 26,648 957 - (203,148} 26,852,106 -
Production Allecation 3.00% 100.00% 160.00% 4056%
(Gross Plant or Wages!Salaries) - {203,148) 28,852,105 -
Derpand Relsted - 26,852,105 -
Energy Related {203,148) - -
Allocation Basis Direct BB, L. 7 B-7,. oo B
Excludéd tems -
100% Production (Enargy) - )
100% Production (Demand) (19,682,408) (19,682 408}
| abor Related - o o -
Total {19,682,408) - - (19.5@7 -
Production Aflccation j 0.00% 100.00% 100.00 4258
{Gross Piant or Wapes/Salarias) - - (19,582,408} -
Demand Related - {19,682,408) -
Enengy Related - - L.
Alloration Basis Diract B8 L7 B-7, Not= B
Excludad Hems - -
100% Production (Energy) - -
100% Produgtion (Deiand) (27r2,337,132) , - (2T2337,132)
Labaor Related - . ) -
Total (272,357,132} - - 12337138} -
Production Allocation 0.00% 100.00% 100.00% 42.56%
(Gross Plant or Wages/Salaries) - - [272,357,132) -
Demand Refated - (272,337,132) -
Enerngy Related - -
Aliocation Basis Direct B6, L7 B-7, Note B
Excluded ltems - -
100% Production {Energy) (22,944,187) (22,944,187)
100% Production {Demand) (33,108,974) (33,10B,974)
Labor Related : - _ . -
Total (56,053,161} - (22,944,187) — (33,108,974) -
Rroduction Allocation 0.00% 160.00% 100.00% TL56%
{Gross Piant or Wages/Salaries) - (22,944,187} (33,108,974} -
Demand Related - (33,108,974) . 0
Energy Related (22,944,187) 0 a
Allocation Basls Hirect B-6,L.7 B-7, Not= B
[Summary Produciion Related ADIT | Total Demand | Enermy
100% Preduchion (Energy} (23.147.336) - (23,147,336
100% Production {Demand) (298,278,409) {298,276,409) )
Labor Related D 1] 0
Total (321,423 744) _ (298,276,409) {23,147, 336)




PRODUCTION-RELATED GENERAL PLANT ALLOCATION

12 Manths Ending 12/31/2009 (actuals)

1. GENERAL PLANT

2

3. Land

4, General Offices

5. Total Land

6 -

7. Structures

8. Ganeral Officas

9, Total Structures

10

11. Office Equipment

12. General Offices

13. Total Office Equipmeant

14. Transportation Equipment
15. Stores Equipment

16. Tools, Shop & Garage Equipment
17. Lab Equipment

18. Communications Equipment
18. Miscelianeous Equipment
20. Subtotal

21. PERCENT

22, Other Tangible Property

23. Fuel Exploration .

24. Rail Car Facility

25. Total Cther Tangible Property

26. TOTAL GENERAL PLANT
FF1, P.207

27. INTANGIBLE PLANT

Total
System
(Note A)

M

3,117,122
D
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
15,508,820
1,621,537
95,714,605

3,036
0
3,036

85,717,731

55,521,109

28, TOTAL GENERAL AND INTANGIBLE 151,238,340

39, PERCENT

30. Total General and intanglble

31. Exclude Cther Tangihie (Railcar
and Fuel Exploration)

32. Net General and Intangible

33. PERCENT -

151,238,840
(3.036)

151,235,604

Allocation

Faclor
{2

Notz B

Note B

Note B

Nota B
Note B
Nole B
Note B
Note B
Note B

Note C

Note D
Note D

Nota B

Note E

fof2
General Plant Accounts 101 and 106
Related o
Production
(1) x(2) Damand Energy
3 1G] (3)
1,326,858 805,945 520713
0 0 . 0
1,326,658 805,945 520713
25000817 15248143 9851674
] 0 0
25009817 15,248,143 8,851,674
2,156,650 1,310,185 848 485
. D 0 a
2,156,650 4,310,165 846,485
17,134 10,409 6,725
128518 78,075 50,443
4,406,334 2,676,849 1,729,485
268,950 163,387 105,553
8,642,217 4,035,209 2 607,108
630,132 419,256 270,877
40,738510 24747437 15,989,073
42 56% 25.86% 16.70%
3,038 3,038
0 a
3,036 0 3,036
40,730,546 24747437  15982,109
L J
23629879 14,355.216 " 9,274,763
64369525  38,102653  25.286,872
42 56% 25.85% 16.71%
- 84369525 30,102,653 25266372
{3,036) . (3,058)
BAS06AE0 30100653 25263896
25.86% 16.70%

Page 7

42.56%



PRODUCTION-RELATED GENERAL PLANT ALLOCATION : Paga?
12 Months Ending 12/31/2008 {(actyals) ‘

20f2

NOTE A Data from CSP's Books excluding ARO amounts (WP-82).
NOTE B: Allocation factors based on wages and salaries in slectric operations and maintenance
expenses excluding administrative and general expenses:
a. Total wages and salanies in eleciric operation and Maienance expenses exchiding

administrative and general expanse, FF1, P.354, Col.(b], Ln.28 - L.27 (see workpaper 9a). 75,465,793
b. Production wages and salaries in eledric operation and maintanance expense, .

FF1, P.354, Col.{b), L.20. 32,118,506
c. Ratio (b/ a) ) 42.560

NOTE C: L.20, Col(3) / L.20, Col{1}
NOTE D Diracily assigned to Praduction
NOTE E: L.26, Col{3) /L.26, Col.(1)



vBL'ZBE'0L  9TO'¥OE'ZL
BOMZFI'ER  1Z0°L18'98
pOZ'PER'0L  09E'l0¥'al
S08'L52'2L  199'605'08

(Zio'9v0'asy) - (291'729'50)
o 0

LI6'TLZ v SLE'IER'BEL

() @
Afsaug [slLLT-Tg
NOLW2NO0Y
g ebeg

1ee'lgLee
6Z1'8g0'z81
£05'182'62

0085'20.'261

Craalinrina)] |

]

S8.'PDO'000

(1)
Wwhoury

D% 0BE / 6=
g1+ b
LZL1'01'd
e~y L7 wng

W 'pld
€ iy |7 “.E‘H_

i 'rid

aausiejay

sjueWwagnbay UseD Weo L

uonemare freElden Bupiop UsED 40 WSO 1oL ‘o
OBV PNy g

WRO usionpold 2aUi0 '

. ~ demod pasEyoind sse g
sy AL Jo afeg / BupueH jend sseT °Z

UoiRISUSE) SBB[T U] POB( PNy
fSuipnpxs esuadxg uoonpoid MoL ‘1

| (sfemoe) G00z/1£/21, BUIPUS SO Zi
INTWTHINDIY HVS TALYTHI-NOILONACH



=

oo oc o

§R€'2L0ZL

(¥
Ablauz

& obeg

£0T'LOS'6Z  €£0T'1O9'6T

0 0
0 ]
0 0 ,
e0Z'108'8T ehZ'1eg'sz
0 SRE'TI0'EL
(e 164)
puestlag junowy
NQILZNAaoHd

0
D

g 8JoN

I 100 %001

SOLBIOSY

geg'Le'le

0
£0L'LEY'D

ZegERSL
£0Z'195'67

cRe'ZzI0'ZL

(1)
whoury

621 "(€)100 “£'d Wory ¢ saum {1) uumjop :g oyoN

A+ FT+HET+ 41
1deg Bupumonoy
& ey00g 8490

W0y PAYSILINS
umopyeslg [EUORILN]

17222 144

esusIeey

WILEAS

"BAUBIEY PUB IS 1Y BION

ejol
[elausg)
uennginsig
UoysspUsuRL |
vofonpoid
[eN-UoN
fen

(v 910N) sayddng » eysep

B

o wr

't

z

—

{s1enye} 6og/IE/T Bupus suuow Z1

§3MddNS 2 STVIMALVIA Q3LVI13H-NOLLONAON



¥0Z'¥28°0L
¥o¥'89L
yoc'eLy

q

SI19'pL
(a11'668)
TLA'eE

LRE'6LLB

{8
ABseug

0\ efied

"UOISSIUILOD U7 (N BLIY 1BUORBULIOHUS (BNULIE UE JuBse PeBLIeyD 8l JOULES LOMEIMO[EY SJE] BinuLloy A1) Ly PEPMIOU $1UetaNILIoD
Buppury pue ssiewss [ensot (#E3d) NS swAoidw4s0d Pk (F40Hd) suoisued UBl) Jeyso ElBUSE USWACIOWR S0

ose'l0v'es £es'iezar
YOLVZTL ALZ0T
LLs'zeL GE6'502'L
¢ 0
Lig'ess’t  Zovr'Ess't
ool (eLpLoL)
88G'8PE  OLK'GLG
8R1LIEE'SL  0LL'LLEYE
) {e)
pusacg Tunouny
uoRonpoly

g ejon
g sloN
2 BloN
3 80N
£ 8joN
0990 v ooN

¥ 810N

= 910N

{z)
o Joed
uofeoly

--safisyo |enuLe Jo JUBLISSESER DHYyT4 &

0z0'i5l'ss

- sig'ser'y

pac'een'z
9zZE'el1
¥80'0L0"E
(eas'e8e)
Lz1'zae’t
£16'5+0'39
0

¢
¥oL'zed'e
00B'zZEY'E
IPELLELT

¥o0°'1B5°EL
EP0°Z05°0L

3]
unouny

oL oL
£28'd ‘144
gze'd by
£2e°d “bdd
£2e°d ‘144
£ze'd '1dd
ezed ‘144
CRITE:3
£2e°d ‘L34
£28d ‘14
geed 144
£7e'd ‘Bd
EZi'd ‘144

£2e"d ‘1dd
gzed 14

CLIT-TETE

wIsAg

5€8
1e8
826
¥2B
Zca

0es

628
LZB

126
o926
e%6
028

umoaoy

"A"1'9'd Wol jueid o

.mn_:m._EEoE P senp Auedwoo pue Busieape EIsuah sopnpxg
BPNiDXe OE[E PUB.BOAIGS S[EEEIOUM O} Paje|ed Jou sWle) 12 BLIphdg

6277 (eYiog “2'd wouy % Weld (ewstion
L'd " S10N Lo o

JSNIdX3 9 ¥V WIOL
NV TYHINIS 40 AONYNILNIYIN
S.1NaY
SISNILKT 'WNOD AHOLYTNOTH
FONYHNSNI ALYIOM
“HD - HISSNVHL ISNILNE "Wav
SISNIAXT WHIANSD SNOINYTIZOSIN
oL
“17) - s8BJey eyeofdng
Slusiueinbay es|ypuBl4

gafaiuedy sapniuy
seyddng eomo
s)jeuag § sumsitad sakojdurs
. SBNABE APISING
S2UBES WY
SAVIVS ANV SIOYM OL a3Lvy1a

FENTSXI TYHANTD 7 JALVELSININGY -

4 SION
T 9ON
Ha k-l
"D eloN.
g SloN
Y eieN

Ll
"al

Gl

(steriae) 600Z/LEZ1 BUpL stuon 21
NOILYDOTTY SSNHLX3 TYHINIO 8 SAILYHLSININGY
O3 LY TI-NOLLONDOND



COMPOSHE COST OF CAPITAL
12 Months Ending 12/31/2008 (actsals)

Total Company
Capitalization

Reference - 3

(N
1. Long Term Debt Nate A 1.542,745,000
2. Preferred Stock Note B 0
3. Comimon Siock Note C . 1,407,763,882
4, Total 2,950,508,862

Note A: P.12, LS, Col.1.
Nc;te B8 P.13a, L6(2),
Note C: P.13b, L5,
Nete v P12, L16 (2).

Note E:  P.13a, L7,

Note F:  Raturn on Equity of 11.1%. The raturn on aqulty cannot be changed

absent a Secticn 205/206 fling with tha Comnikssion.

Weighted
Cost
Ratios

%

(2}

£2.29%
0.00%

47.71%

100.00%

Reference

Note D

Note E

Note F

Costof
Capital
%
@)

5.60%

0.00%.

11.10%

Page 11

Cost of Capltal

{2x13)
<))

- 298%

" D.00%

5.80%

8.23%



LONG TERM DEBT
12 Months Ending 12/31/2009 (actuals)

L

End 17200
Bonds (Acc 221}
Less: Reacquired Bonds (Acc 222}
Advances from Assoc Companies (Acc 223)
Othet Long Term Debt {(Acc 224)
Total Long Tenn Debt Balance

Coats and Expenses (actual)
Interest Expense (Acc 427} - ,
Amaortization Debl Discount and Expense (Acc 428)

- Amortizalion Loss on Reacquired Debt (Acc 428, 4)

Less: Amortiz Premlur on Reacquired Debt (Ace 420)
Less: Amixtiz Gain on Reacquired Debt {Ace 420.1)
Interest o LTD Assoc Companies [porfion AcG 430)
Sub-fotal Costs and Expense

Less: Total Hedge (Gain) fLoss

- . Pluz Aliowed Hadge Recovary

- Total LTD Cost Amourt

Embedded Cost of Long Tarm Debt = L.15, Col42) 7 L.15, Col.{1}

Rafarence

FF1, 112.18.c.
FF4, 112.19.c.
FF1, 112.20.6.
FF1, 112212

FF1, 117.62.0,
FF1, 117.63.c.
FF1, 117.64.0,
FF1, 117.65.c.
FF1, 117.66.6
WP-13, L7

P. 12a, L 4, Col. [1)
P. i2a,L. 9, Col. (8)

L12-L13+L 14

Debt
Balance

U]

0

0

100,000,000
1,442 745,000

1,542,745, 000

Page 12

Interast

& Cost

Booked
2)

79,208,255
1,841,488
743,496

n

0
4,640,001
86,431,240

0
0

86,431,240

5.60%



LONG TERM DEBT
Limit on Hedging {Gain}/Loss on interes! Rale Derivatives of LTD
12 Months Ending 12/31/2008 (actuals)

M

ol

MNate A

{1) {2 3
’ Net Includable
HEDGE AMT BY ISSUANCE Total Hedge Excludabla Hadgs Amount
FERG Form 1, p. 256257 [i) {Gain)/Loss  Amounts (Note ) Subject to Limit

Total Hedge Amoriization = - .

Limit on Hedying (G on Interest Rale Derivatives of LTO
Hedge (Gain) / Lozs prier to Application of Recovery Limit
Enter 2 hedge Gain as a negative valie and a hedge Loss as a positive value

Total Caphalization ) B-1 1 , L4, col.()
5 basis poini Ltmi on (G)L Recovery
Amount of {G)l. Recovery Limit L&*LT

Hedge (Gain) / Loss Recovery {Lesser of Line 5 or Line 8) ‘
To be subtracted or added to actual Interest Expanses on Exhibit B, Page 12, Line 14

v

Page 12a

@ & @
Unamoriized . Amariization Period
Balance Beginning Ending

0
2,850,508 832
0.0005
1,475,254
)

Annual amorizafion of net gains o net logs on interest rate derivative hedges on long ferm debl ghall not causa the composita

after-tax weighted averags cost of captial to increase/decreass by more than 5 basis poifits. Hedga gainsflosses shall be amortized
aver the [ifz of the related debi issuance. The unamorized balanca of the g shall remain in Aca 218 Other Comprahensiva Income
and shall nat flow through the rate calculation. Hedgs-related ADIT shali not flow through rate basa. Amounts related o the Ineﬁ'edlve
portion of pre-issuance hedges, cash settlements of fair value hedges issued on Lorig Term Debt, posttesuance cash flow hedges,

and cash flow hedges of variable rate debt issuances ar not recoverable in this calculation and sre to be recorded in the

"Excludabla“column below.



Page 13a

| PREFERRED STOCK

! 12 Months Ending 12/31/2009 (actuals)

| 0] @

| Reference Amount

J 1.  Prefered Stock Dividends FF1,P.118,L.28 ‘o
2. Preferred Slock Qutstanding Hole A& B FF1,P251,L.12{D ‘0
3. Plus: Pramium on Prefarred Stock Nota A FF1, P.112, L6 0.
4, Less: Discountan Pid Stock Mote A FF1.P. 112 L9 0
5. Plus Paiddn-Capital Pfd Stock _ Note A 0
6 Total Prefemred Stock t2+L3-14+L5 0

L1/Le 0.00%

7.  Average CostRate

NotaA:  Warkpaper — tab WP-12b.

Nota B: Prefarred stock outstanding excludes pledged and Reacquired (Treasury) preferred sfock..




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

1. Total Proprietary Gepital

Less:
3. Preferred Stock {Acc 204, pid pertion of Acc 207-213) .
a. Unappropriated Undistributed Subsidiary Earnings (Acc 216.1)
4. Accumutated Comprehensive Other Income {Acc 219)

5. Totzl Balanice of Common Equity

Source
WP-12a, col. a
WP-12a, col.b+c+d
WP-12a, col.e

WP-12a, col.f

L1-2-34

Page 13b
Balal' GBS
1,359,835, 151
0
2,064,800
(49,993,53%)

1,407,763,882



ANNUAL FIXED COSTS

PROBDUCTION O & M EXPENSE

EXCLUDING FUEL USED IN ELECTRIC GENERATION
12 Monthe Ending 12731/2009 {actuals)

Account No.

1. Coal Harkfiing : 501
2, Lignite Handling ’ 501 Jot-
3. Sala of Fly Ash (Revenug & Expense) - 501
4. Rents : 507
5. Hydre O 8 M Expansss 535.545 -
6. Other Production Expenses 857
7. Systatn Controt of Load Dispafching - 556
8. Other Staam Expenses Note A
9. Cumbustion Turbine Ncke A
10. Nuclear Power Expense-Other Nole A
11. Purchased Power 855
12, Total Preduction Expense Excluding

Fue! Used In Blaciric Generation above
13. A & G Expense P10, L7
14. Generator Slep Up related OZM ¢ Note B

15. TotalO &M

NOTE A: ‘Amounts recorded in Accounts 500, 502-508, 510-514, 546, 548-550 and 551-554 classified into Fixed

Total
Company
(1)

oo a

8

7,833,702
932,835
144,201,229
9.

9

533 837,229

656,604,735

29,291,563

74,189

715,970,547

and Variahle Components in accordance with P.15 and WP-14

NOTE 8: FF1, P.321, L93 & L.107 (ACCTS. 562 & 570) imas GSU Investmerit 10 Account 353 ratio (See

P.3, L9}

(Damand)
Fixed
)

7,633,702
932,635
71,943,324

58,822,157

139,331,818
18,407,380
74,18%

157,813,367

Page 14

{Enargy)

" Varsbla

@

72,257,906
Q

475,015,072

547,272,971
10,884,204
0

§58,157,181




CLASSIFICATION OF FIXED AND VARIABLE ' Page 15
PRODUCTION EXPENSES ) ;

Lina FERC Account Energy Demand
Mo. Desaription No, Related . Related
1 POWER PRODUCTION EXPENSES :
2 - Stearn Power Generation
3 Operation supervsion and engineering 500 - e
4 Fuel : 501 n -
5 Steam expanses 502 - xx
6 Steamn frotn other sources ‘ 503 b -
7 Steam transfarred-Cr, S04 x -
8 Elzciric expenses 505 - XX
9. Miscellaneous steam power expenses 206 - xx
10 Rents 507 - x
11 Allowances 509 b -
12 Maintenance supervision and engineering . 510 x
13 Maintenancs of stuciures 511 -
14 Mainteranoe of boller plant 512 30¢
15 . Maintshance of eleciic plant - 513 200 -
16 Maintanance of miscellaneous steam plant C 514 - xx
17 Tofal steam power generation expenses
18 . Hydrauic Power Generafion . .
19 Oparation suparvision and enginearing 535 - X
20 Water for pawer . 336 - x
21 Hydraulic expenses 537 - pe
22 Blectric expénses ; 533 - XL
23 Misc. hydraulic power generafion expenses ‘ 539 - X«
24 Rents 540 - b3
25 Maintenance supervision and engineering 541 - X
26 Maintenance of slructures , 542 - xx
27 Malntenancs of reservolrs, dams and waterways 543 - xx
28 Maintenance of electric plant 544 x -
29 Maintenance of miscelianeous hydraulic plant 545 - x
3q Tatal hydraulic power generafion expenses
3t Cther Power Generation
32 Operation supervision and ehgineering 548 - e
a3 Fual - ' 547 0 -
M Generation expenses 548 - - xx
a5 Miscellaneous other power generation expenses 549 - o
38 Rents ’ 550 - x
ar Maintenance supervision and engineering 551 - xx
38 Maintenance of stuctires 552 - x
39 Malntenance of generation and electric plant 553 - i
40 Maintenance of misc. other power generafion plant 554 - xx
41 Total other power generation expenses ‘
i) Other Power Supply Expenses
43 Purchased power ' 655 xx xx
44 System control and load dispatching - - XX
45 Cther expenses 857 - e
45 Station equipment operafion expense (Nota A) 562 - Xt
ar Station equipment maintsnance expensa (Note A) 570 - o

Note A: Restrittad fo sxpenses related fo Generator Step-up Transformers and Other Generator refated expereses.
See Naote D, Page 6 .



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

Depreciation
Expensa
(1)
PRODUCTION PLANT
. Stearn 41,998,016
2 Nuclear 0
3 Hydro 0
4. Conventional Y
| 5. Pump Storaga 0
8. Gther Production 0
7 Int. Camb. 0
8 Other ' 9,033,531
'8 Production Related General & Intangiblz Plant ' 6,327,561
10, Generator Step Up Related Depreciation {Note A) 184,467
1. Total Production 57,543,575

Naote:  Lines 1 through 8 wili be Depreciation Expense reported on P.336 of the

FF1 excluding the amortization of acquisition adjustments.

Demand
2)
41,998,016
0

0

0
0
9,033,531
3,843,995
184,487

55,060,009

Line 9 will ba {otal General & Intangible Plant {from P.336 of the FF1, adjusted for

amartization adjustments) times ratio of Production Related General
Plant to total Gengral Plant computed on P.7, L33, Col.(3)

Depreciation expense excludes amounts associated with ARO.

Note A: Line 10, see P.3, LS

_ Page 16

Energy
)

0
0
2.433.567
0

- 2,483,567



PRODUCTION RELATED
TAXES OTHER THAN INCOME TAXES
12 Months Ending 1273172009 {acluals)

Note Az

Note B:

Note C:

Note D

Note E:

Page 17

Allocated on the basis of Gross Plant Investmant from
Schedula B, Ln.T

Net allocated to whalssals

Classified hasad on gross producton plant in service

SYSTEM . PRODUCTION
REFERENCE L AMOUNT % AMOUNT
(1) {2
PRODUCTION RELATED TAXES OTHER THAN INCOME
Labor Related ) : Note A 4832720 NoteB 1,249,522
Property Related Nots A 93070919 MNoeC 48973351
Cther Note A 178,402 NoteC 93,874
E P 6, col :
Production Notg E © 5328 3, Ened- 5279
Gross Recaipts / Commission Assessments Note A 76,981,582 NoleD i ]
TOTAL TAXES OTHER THAN INCOME TAXES SumL1:L5 175,068,960 50,322,027
Taxes other than income Taxes will be those reporied in FERC-1, Pages 262 & 263.
-Total (Col. (1), L1} allocatad on the basis of wages & salariesin
Electric O & M Expenses {excl. A & G), P.354, Col (b} ahd Services
shown on Warksheets WP-9a and WP-8b, .
Amount %
(1) Totall W& S [excl. A & G) 75,465,793 100.00%
2) Production WE& 5 32,118,508 42.56%
{3) Production Demand W & 3 19,611,998  60.75%




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

Referenca
1. Retum on Rafs Basa P.2, L.18
2. Effeciive Income Tax Rate P19, L2
3. Incoms Tax Calculated LixL2
4. FTC Adjustment P.19, L 13
5,  Income Tax L3+L4

Nole A: Chgsifﬁ%n based on Production Plant classification of P.19, L.20 and L.21.

Amount
1))

132,927,896
35.6248%

47,355,319

| {1,833,357)

435,721,962

Deamard

@
125,285,008
35.6248%
. 44,632,553
{1,618,424)

43,014,129

Pags 18
Energy
(3)
7,642,881
35.6248%
2,722,766
{14,934)

2,707,832



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

14.
15,
16.
17.
18.

19.
20,

T=1 - {[{1-SIT)* (1 - FITY]/ {1 - SIT*FIT * p)} =
EIT=(TA1-T)) * (1-(WCLTDIWACC)) =

where WCLTD and WACC from Exhibit B-11
and FIT, SIT & p as shown below.

GRCF=1/(1-T)

Federal Income Tax Rale

State Income Tax Rate (Composite)
Petcant of FIT deductble for, state purposes
Weighted Cost of Long Term Debt
Weighted Average Caost of Capital

Amortized Investment Tax Credit {enfer negative)
Gross Plant Allocation Facior

Preduction Plant Ralated ITC Amortization

ITC Adjustment

Gross Plant Alliocator

Gross Plant

Production Plant Gross

Demand Related Production Plant
Energy Related Production Plart

Production Plant Gross Plant Allocatar
Production Plant - Demand Related

Production Plant - Energy Related

FIT

SIT
P
WCLTD
WACC

FF1, P.114, L.18, Colc

L9

L12xL4

P.5, 1.4, Gol.1
P.5, L4, Col2
P.6, L4, Col.3
P.6, L4, Col.4

L16/L.15
L17/L16
L18/L.16

Page 19

3562%

3562%

1.5533

© 35.0000%

0.9550%. . ..

0.0000%
2.829%
8.225%

(1,980,124)

53.105%
(1,051,543)
(1,633,357)

" Total

5,203,969, 164
2,763,563,767
2,738;296,895

25,268,872

53.105%

95.086%
0.314%



Attachment B

Comparison of OPCo and CSP actual compensation under the current rates to the .
compensation that OPCo and CSP would receive under the applicable Capacﬂ'y
Compensation Formula



Line

Attachment B

‘Page 1 of1
Annual Billing
Based Upon Actual Septembar 2010 Data
A 8 [ D E F G
Annual (= [44]
Bifng SAWDay Anmuml Bliflng AW Day Annzal [+] %
Columbus Southermn Dagpapt Crrrrent Septembar Proposed Elling Using fncreasa Increase:
Powar Company MUEDay Rate 2010 Rate Rate Proposed Rate {Decragse} {Decroasa}
By (B : A= {0} :
Aggregate load 1038720 208.20 * 12,708,425 aloo4 ® 18,824,220 6,214,76d 405%
served by Ohio ’ :
CRES Providers
Ohio Power Company
Agaregate load 164! 203,20 * 28,657 401.01 4 86,195 25538 o2e%
sarved by Ohio
CRES Providers -

Hate 1: Seplember 2010 FRR Demard fimes 12

Mote 2; September 2010 RPN cledring price x sciling factor x ponl requirement X transmission loeses (17429 % 1.08633 01,0837 x 1.034128)
Note 3: Source, Rils Scheduole 39, pg. 1x Inq losses { 2960517 x 1.034126) -

MNate 4; Sowee, Rote Schedale 101, pg. 1 x Insses (367.77097 x 1.034128)
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Attachment C

Copy of Sectioﬁ D of Schedule 8.1 of the PTM Reliability Assurance Agreement
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PJM Reliability Assurance Agreement
Excerpt — Section D
Effective Date: 9/17/2010

D. FRR Capacity Plans

1. Each FRR Entity shall submit its initial FRR Capacity Plan as required by subsection
C.1 of this Schedule, and shall annually extend and npdate 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 ofeach
resource, including the status of each Planned Generation Capacity Resource or Planned
Demand Resource, the planned deactivation or retirement of any Generation Capacity
Resource or Demand Resource, and the status of commitments for each sale or pmchase
of capacity included in such plan.

‘2. The FRR Capacity Plan of each FRR Entity that commits that it will nof sell surplus
Capacity Resources as a Capacity Market Seller in any auction conducted under
Attachment DD of the PIM Tariff, or to any direct or indirect purchaser that uses such
resource as the basis of any Sell Offer in such auction, shall designate Capecity:
Resources in a megawatt quantity no less than the Forecast Pool Requirement for each
applicable Delivery Year times thé FRR Entity’s allocated sharé of the Preliminary Zonal
Peak Load Forecast for such Delivery Year, as determined fn accordance with procedures
set forth in the PJM Maiwals. If the FRR Entity is not responsible for all load within a
Zone, the Preliminary Forecast Peak Load for suchi entity shall be the FRR Entity’s
Obligation Peak Load last determined prior to the Base Residual Auction for such -
Delivery Year, times the Base Zonal FRR Scaling Factor. The FRR Capacity Plan of each
FRR_ Entity that does not commit that it will not sell surplus Capacity Resources as set
forth above shall designate Capacity Resources at least equal to the Threshold Quantity.
To the extent the FRR Entity’s allocated share of the Final 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 included 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 Scaling Factor for each Zone in which it
serves load for a Delivery Year shall equal ZPLDY/ZWNSP, where:

ZPLDY = Preliminary Zonal Peak Load Forecast for such Zone for such Delivery Year;
and
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ZWNSP = Zonal Weather-Normalized Summer Peak Load for such Zone for the summer
conchuding four years prior to the commencement of such Delivery Year.

4. Capacity Resources identified and committed in an FRR Capacity Plan shall meet all
requirements under this Agreement and the PIM Operating Agreement applicable to
Capacity Resources, including, 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 Capacity Plan
may include bilateral transactions that commit capacity for less than a full Delivery Year
only if the resources included 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 must be included
in the FRR Capacity Plan submitied three years in advance of such Delivery Yearand =
miust satisty all requirements applicable to Demand Resources or Energy Efficiency
Resources, as applicable, inclading, without limitation, those set forth in Schedule 6 to
this Agreement and the PYM Manuals; provided, however, that previously uncommitted
Unforced Capacity from such programs may bé used to satisfy any increased capacity
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 Office of the Interconnection has established a separate
Variable Resource Requirement Curve for any Delivery Year addressed by such FRR.
Capacity Plan, the plan must inchude a minimum percentage of Capacity Resources for
such Delivery Year located within such LDA. Such minimum percentage (“Percentage
Internal Resources Required™) will be calculated as the LDA Reliability Requirement less -
the CETL for the Delivery Year, as determined by the RTEP process as sct forth in the
PIM Menuals. Such requirement shall be expressed as a percentage of the Unforced
Capacity Obligation based on the Preliminary 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 commils to a transmission upgrade that increases the capacity emergency
transfer limit for such LDA. Any such transmission upgrade shall adhere to all
_ requairements for a Qualified Transmission Upgrade as set forth in Attachment DD to the
PIM Tariff. The increase in CETL used in the FRR Capacity Plan shall be that approved
by PYM prior to inclusion of any such upgrade in an FRR Capacity Plan. The FRR Entity -
shall designate specific additional Capacity Resources located in the LDA from 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 that seeks to elect the FRR Altetnative that
submits an FRR Capacity Plan which, upon review by the Office of the Interconnection,
is determined not to satisfy such Party’s capacity obligations hereunder, shall not be
permitted to clect the FRR. Alternative. If a previously approved FRR Entxty submits an
FRR Capecity Plan that, upon review by the Office of the Interconnection, is determined
not to satisfy such Party’s capacity obligations hereunder, the Office of the
Interconnection shall notify the FRR Entity, in writing, of the insufficiency within five
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(3) 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 ¥RR Entity shall be assessed an FRR Commitment Insuffictency
Charge, in an amount equal fo two times the Cost of New Eniry for the relevant location,
in $/MW-day, times the shortfall of Capacity Resources below the FRR Entity’s capacity
obligation (mcludmg any Threshold Quantity requirement) in such FRR Capacity Plan,
for the remaining term of such plan. .

8. In a state regulatory jurisdiction that has implemented retail choice, the FRR Entity
must include in its FRR Capscity Plan all load, including expected load growth, in the
FRR Service Area, notwithstanding the loss of any such load to or among alternative
retail LSEs. In the case of load reflected in the FRR Capacity Plan that switches to an
alternative retail LSE, where the state regulatory jurisdiction requires switching
customers or the LSE to compensate the FRR Entity for its FRR capacity obligations,
such state compensation mechanism will prevail. In the absence of a state compensation -
mechanism, the applicable alternative retail LSE shall compensate the FRR Entity at the
capacity price in the unconstrained portions of the PJM Region, as determined in
accordance with Attachment DD to the PYM Tariff, provided that thé FRR Entity may, at
any time, make a filing with FERC under Sections 2035 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.

9. Notwithstanding the foregoing, in lieu of providing 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 the FRR Entity Capacity
Resources sufficient to meet the capacity obligation described in paragraph D.2 for the
switched load. Such Capacity Resources shall meet all requirements applicable to
Capacity Resources pursuant to this Agreement and the PJM Operating Agreement, zll
requirements applicable to resources committed to ati FRR Capacity Plan under this
Agreement, and shall be committed to service to the switched load under the FRR
Capacity Plan of such FRR Entity. The alternative retail LSE shall provide the FRR
Entity all information needed to fulfill these requirements and permit the resource to be
included in the FRR Capacity Plan. The alternative 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 the switched load. For any
Delivery Year, or portion theteof, the foregoing obligations apply to the alternative retail
LSE serving the load during such time period. PTM 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 until the effective date of a.t;y
termination of the FRR Altemnative and, for such period, shall not be subject to
Locational Reliability Charges under Section 7.2 of this Agreement.



