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DIRECT TESTIMONY OF MARK FRYE

Please state your name and business address.
My name is Mark Frye. My business address is 241 N. Superior Street, Toledo, Ohio

43604.

What is your occupation?
I am an energy consultant and the President of Palmer Energy Company in Toledo,

Ohio.

Please describe your educational background and work experience.

[ have worked in the energy field for 26 years and for clients in 20 states. I earned a
Bachelors of Science degree in Energy Technology from Pennsylvania State University’s
Capitol College. I currently consult on energy procurement and utilization matters for

a number of industrial, commercial, educational, institutional and governmental clients.

On whose behalf are you testifying?

I am testifying on behalf of the following school organizations: Buckeye Association of
School Administrators (“BASA”), Ohio Association of School Business Officials
(“OASBO”), Ohio School Boards Association (“OSBA”) and Ohio Schools Council
(“O8C"). The four organizations are collectively referred to as the “Schools” and are

intervenors in this case.
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The Schools are non-profit groups of public school administrators who seek to share
best practices and information concerning the operation of educational institutions. The
Schools” members include all of Ohio’s 612 public school districts, as well as 55
educational service centers and 49 career technical centers. Among their services, the
Schools offer their members group purchasing programs for a host of goods and
services, including an electricity purchasing program, which operates throughout the

state, including Ohio Power Company’s (“ AEP-Ohio”)! service territory.

BASA, OASBO and OSBA initiated an electricity purchasing program commonly
referred to as “SchoolPool” that has had over 300 Ohio public school districts as
participants at one point of time or another. Similarly, OSC has operated an electricity
purchasing program since 1998 as a consortium of 161 school districts, educational
service centers, joint vocational districts and boards of developmental disabilities in 28

northern Ohio counties.

The four organizations have combined their efforts to offer “Power4Schools” electricity
purchasing programs to various school districts throughout Chio, serving nearly
600,000 school children. The Power4Schools program is designed to reduce the Schools’

cost of electricity. Electricity is purchased and delivery arranged through a third party

1 Ohio Power Company and Columbus Southern Power Company merged effective December 31, 2011,

with Ohio Power Company as the surviving entity, which will be referred to as AEP-Ohio in my testimony.
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competitive retail electric supplier (“CRES”) under a master contract and the savings
are passed through to school district participants. To date, the Schools’ electricity
purchasing programs have saved participating schools an estimated $20 million dollars

since initiating third party power supplies.

Have you ever testified before the Public Utilities Commission of Ohio?

Yes. Thave previously submitted direct testimony in several cases before the Public
Utilities Commission of Ohio (“Commission” or “PUCQO"), including FirstEnergy’s
Electric Security Plan (“ESP”) Application [Case No. 08-935-EL-SSO], FirstEnergy’s Rate
Stabilization Plan (“RSP”) Application [Case No.03-2144-EL-ATA], American Electric
Power’s ESP Application [Case No. 08-917-EL-SSQO], American Electric Power’s IGCC
Application [Case No.05-376-EL-ATA], Dayton Power and Light's ESP Application
[Case No. 08-1094-EL-5SSO] and FirstEnergy’s Second ESP Application [Case No. 09-

906-EL-SSO].

What is the purpose of your testimony in this case?
My testimony addresses certain aspects of AEP-Ohio’s proposal to change the pricing
mechanism for recovery of capacity charges from CRES, and how this change will

negatively impact Ohio’s public schools.

What is your understanding of how AEP-Ohio provides capacity for its retail

customers?
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AEP-Ohio is a member of the PIM Interconnection, LLC ("PJM”) and provides capacity
to its retail customers via the PJM Reliability Assurance Agreement (“RAA”) using the

Fixed Resource Requirement (“FRR") alternative.

What is the capacity pricing mechanism that a CRES traditionally has paid AEP-Ohio
for a switching customer until December 31, 2011?

It is my understanding that when a customer switched in either Columbus Southern'’s
or Ohio Power’s distribution service territory the CRES paid AEP-Ohio the applicable
Reliability Pricing Model (“RPM”) price for capacity. As part of a stipulation approved
by the PUCO in this, and related, proceedings on December 14, 2011, the PUCO
approved a two-tiered capacity charge effective December 31, 2011. The first tier during
2012 consisted of the traditional RPM price and was available to the first 21% of each
customer class switching. The second tier was a negotiated charge of $255 per MW-day
made applicable to remaining switching customers. The PUCO subsequently reversed
its order and rejected the stipulation on February 23, 2012. In a March 7, 2012 entry, the
PUCO approved the same two-tiered capacity charge on an interim basis, until May 31,
2012, at which time the charge would revert to the traditional RPM charge for all

capacity, absent other PUCO action.

What is the current RPM price for capacity and the designated June 1, 2012 RPM price

that will be effective when the PUCO’s interim pricing expires?
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According to the testimony of AEP-Ohio witness Pearce (Exhibit KDP-7), the current
Billed Capacity Rate is $145.79 per MW-day, and on June 1, 2012, will drop to $20.01 per

MW-day.

Has AEP Ohio sought a change in that pricing mechanism?

Yes.

What capacity pricing mechanism and rate does AEP-Ohio propose in this
proceeding?

AEP-Ohio proposes a rate of $355.72 per MW-day for all capacity. AEP-Ohio proposes
to switch from the RPM pricing mechanism to a cost-based formulaic approach, which

AEP-Ohio claims is designed to recover the costs of its capacity assets.

Have you reviewed AEP-Ohio’s prefiled direct testimony in this proceeding?

Yes.

Based on your review of that testimony and your experience as an energy consultant,
do you have an opinion as to why AEP Ohio sought a change from the RPM pricing
mechanism?

For many years AEP-Ohio’s avoidable or bypassable prices were low enough that CRES

could not sell power to the vast majority of consumers at prices below those levels. As
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power prices started to drop CRES saw the opportunity to sell at pricing below AEP-

Ohio’s current and anticipated future pricing.

This can be borne out by examining the PUCO’s Market Monitoring Reports, available
at http:/ /www.puco.ohio.gov/ puco/index.cfm/industry-information/ statistical-
reports/ electric-customer-choice-switch-rates/ (see attached Exhibit MF-1). When I
testified in September 2008 in AEP-Ohio’s prior ESP case [PUCO Case No. 08-917-EL-
SSO] only 408 meters had agreed to purchase electricity from a CRES for the quarter
ending June 30, 2008. By December 31, 2010, shopping has risen only slightly as
Columbus Southern had 3,616 customers purchasing from a CRES and Ohio Power had
91 for a total of just 3,707 customers shopping out of 1.42 million. During this period of
minimal shopping AEP-Ohio was paid at the RPM pricing for capacity from the CRES
at various rates. According to AEP-Ohio witness Pearson’s Exhibit KDP-7 the Billed

RPM Capacity Rate over the past few years were as follows:

PIM PY Billed RPM Capacity Rate
2007/ 2008 $46.73 per MW-day
2008/2009 $129.71 per MW-day
2009/2010 $126.33 per MW-day
201072011 $220.96 per MW-day
2011/2012 $145.79 per MW-day
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According to AEP-Ohio witness Allen’s testimony, just 14 months later (March 1, 2012)
over 26% of AEP-Ohio’s annual use has switched and another 10% is either pending or

has provided notice of the intent to switch.

While these shopping levels have increased, the value AEP-Ohio can charge a CRES for
RPM capacity will be declining significantly beginning in June 2012, when the Billed
RPM Capacity Rate will drop from $145.79 per MW-day currently to $20.01 per MW-
day. When shopping was quite modest AEP-Ohio did not ask for relief from the RPM
Capacity Rate from the PUCO or FERC. Now after the coincident events of increased
headroom between the bypassable costs and energy prices and the lower RPM re-

imbursement rates AEP-Ohio is seeking the change.

What effect will this switch in pricing mechanism and rate have on Ohio’s schools?
The effect could be devastating as to schools currently shopping and harmful to those

contemplating shopping.

Explain the effect on schools currently shopping.

As stated previously, the Billed RPM Capacity Rate today is $145.79 per MW-day and
will drop to $20.01 per MW-day June 1, 2012. While these capacity costs are often
imbedded in a price billed to consumers in cents per kWh by a CRES, these costs are
considered when a power supply agreement between a CRES and customer is executed.

AEP-Ohio has asked that the capacity charge be increased to $355.72, a difference of
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$209.93. The AEP-Ohio requested increase equals 8.7 mils per kWh for a customer with a
100% load factor [($209.93 per MW-day* 365 days per year) / (8760 hours per year *
1000 MW per kW)]. A large high school operating at a 60% load factor would
experience an increase of 14.6 mils or $0.0146 per kWh. A smaller elementary school
operating at a 50% load factor would experience an increase of 17.5 mils or $0.0175 per

kilowatt-hour given AEP-Ohio’s request. These are large increases for customers.

The effect becomes even greater on June 1, 2012, when RPM capacity rates will fall to
$20.01. If AEP-Ohio is granted the requested $355.72 per MW-day payment for
capacity, then using the same methodology as above, the 60% load factor high school
would see its costs rise by $0.023 per kWh, and the 50% load factor elementary school

would see its costs rise by $0.028 per kWh.

How would a school that currently is shopping be affected by these higher prices
considering the CRES pays AEP-Ohio for the capacity?

For a number of years the CRES has paid AEP-Ohio for the capacity at RPM rates.
When that CRES contracted with the consumer it would have anticipated an RPM cost
for that customer’s capacity. If the PUCO grants the cost-based formulaic approach to
capacity reimbursement, the CRES could trigger a clause in their supply agreement that
is commonly called the regulatory provision. In an event where a regulatory body
makes such a change the supplier could pass through the incremental costs to the

consumer.
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All shopping customers could experience significant increases under AEP-Ohio’s
capacity application, are schools’ circumstances any different?

It is difficult for all customers to absorb rate increases; however, schools are in a unique
position. Unlike business enterprises, schools cannot voluntarily increase their price for
services to pass through the rate increase to consumers. Instead, schools must rely on
scarce taxpayer funds at the state and local levels for support. The massive $780 million
cuts in state funding to primary and secondary schools in this biennium has been
widely reported by The Columbus Dispatch, a copy of which I offer as Exhibit MF-2. In
addition, the passage of new operating levies at the local level has not fared well
recently. A review of the Ohio Secretary of State’s website of election results for the
November 8, 2011, general election shows that 81 of the 108 local school issues seeking
an increase in property or income taxes failed.2 I offer a summary of those results,
attached as Exhibit MF-3. The drastically increased capacity charges proposed by
AEP-Ohio will only add to the Schools’ plight caused by the lack of traditional revenue
sources, likely leading to funding cuts affecting the levels of teachers, staff, materials

and programs.

Explain the effect approval of AEP-Ohio’s application would have on non-shopping

schools.

2 http:/ / www.sos.state.oh.us/sos/elections / Research/ electResultsMain/ 201 1results / 20111108]ocal.aspx
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AEP-Ohio’s proposed capacity cost increases to a CRES will increase the CRES's price of
service and impair shopping. The inability to save money by buying power supplies
fromn a CRES will impede schools’ ability to control costs in these challenging times.
This will increase the likelihood of cost reductions in areas that directly impact the

children’s education, as stated previously.

What is your recommendation in this proceeding?

It is the policy of the State of Ohio that electricity be reasonably priced and to ensure a
diversity of electric supplies and suppliers. See Ohio Revised Code section 4928.02.
The magnitude of the proposed capacity charge increase makes the price of electricity
unreasonable, particularly to schools in their precarious financial condition, and
impedes shopping. For these reasons, I recommend that the PUCO reject AEP-Ohio’s
proposal and retain the traditional RPM pricing mechanism. Alternatively, if the
PUCO approves a revised pricing mechanism for CRES capacity charges, such
mechanism should require AEP-Ohio to sell a CRES supplying current and future
shopping schools RPM capacity, given schools’ unique circumstances discussed

previously.

Does this conclude your testimony?

Yes,

11



Exhibit MF-1

Summary of Switch Rates from EDUs to CRES Providers-in Terms of Customiers
For the Month Ending June 30, 2008 :

Provider Name Ssrl-::ie Quarter Year Residential Commercial Industrial Total
Area Ending Customers  Customers Customers Customers
Cleveland Elactric llluminating Company CEl 30-Jun 2008 577198 70873 1827 656110
CRES Providers CEY 30-Jun 2008 52380 6916 - 202 60093
Total Customers CEIl 30-Jun 2008 630078 77789 2119 716198
EOU Share CE! 30-Jun 2008 91.61% 91.11%  86.22% 91.61%
Electric Choice Customer Switch Rates CEf a0-Jun 2008 8.39% | 8.89% 13.78% 8.39%
Provider Name Service Quafter Year Resldent_lal Commercial Indus_trlal ) _Totai
Ared Ending Customers .= Customers Customers. Customors
Duke Energy Ohio DUKE 30-Jun 2008 573131 66195 2165 646472
CRES Providers DUKE 30-dun 2008 9607 1003 18 10628
Total Customers DUKE 30-Jun 2008 582738 67138 2183 657100
EDU Share DUKE 30-dun 2608 98.35% 98.51% 99.18% 98.38%
Electric Choice Customer Switch Rates DUKE  30-Jun 2008 1.65% 1.49% ' 0.82% 1.62%
EDU g N
Provider Name Servica Quarter Year Resudgngnal Commarcial  Industrial Total
Area Ending Customers Customers Customers Customaers
Columbus Southern Power Company CcSP 30-Jun 2008 637840 89198 872 731219
CRES Providers Ccsp 30-Jun 2008 [ 408 . 0 408
Total Customers CsP 30-Jun 2008 637840 } 89508 3872 731627
EDU Share CSP 30-Jun 2008 100.00% 99.54% 100.00%  99.84%
Electric Choice Customer Switch Rates CSP 30-Jun 2008 0.00% 0.46% 0.00% 0.06%
Provider Name Service Quafter Year Resldentlal Con_tmgrclal Industrial ~ Total
Area Ending ' Customers Customeérs Customers Customers
The Dayton Power and Light Company oPL 30-Jun 2008 456308 49502 15699 513728
CRES Providers DPL 30-Jun 2008 0 : 546 149 799
Total Customers DPL 30-Jun 2008 456308 50048, 1748 514527
EDLU Share - ) DPL. 30-Jun 2008 100.00% 98.91% §1.48% 99.84%
Electric Choice Customer Switch Rates DPL 30-Jun 2008 0.00% . 1.09% 8.52% 0.16%

Sourée: PUCO, Division of Market Monitoring & Assessment.

Notet. Total customers includes residential, commercial, industrial and other customers,

NoteZ: The switch rate calculation is intended to present the broadest pessible picture of the state of retail elearic oompetmon in Ohifo.
Appropriate calcutations made for other purposes may be based on different data, and may yield different results.

Mote3: American Eleciric Power, through its Columbus Southern Power subsidiary, purchased Mornongahela Poweér Company's
Ohio transmission and distribution operations in January 2006. Monongahela Power is na longer an ‘electric distribution ufility in Ohio.
Previously reported Monongahela sales and customers are now being reported by CSP.

Moted: Duke Enargy Ohio (formerly CG&E)
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Summary of Switch Rates from EDUs to CRES Providers in Terms of Customers
For the Month Ending June 30, 2008

EDU . . .
. Quarter Residential Commercial Industrial Total

Provider Name si':::e Ending Yoar Customers Customers Customers Customers
Monongahela Power Company MON 30-Jun 2008 0 0 0 0
CRES Providers MON 30-Jun 2008 4] 0 0 0
Total Customers MON 30-Jun 2008 0 0 0 0
EDU Share MON 30-Jun 2008 0% 0% 0% 0%
Electric Cholce Customer Switch Rates MON 30-Jun 2008 0% % 0% 0%

EDY  Quarter Residentiat Commercial Industrial  Total
Provider Name Sirt\;i:e Ending Year Customers Customers Customers Gustomers
Ohio Edison Company OEC 30-Jun 2008 765534 87036 763 857628
CRES Providers QEC 30-Jun 2008 157790 20767 144 1787041
Total Customers OEC 30-Jun 2008 923324 107803 207 1036328
EDU Share OEC 30-Jun 2008 82.91% 80.74% 84.12% 82.76%
Electric Choice Customer Switch Rates QEC 30-Jun 2008 17.09% 19.26% 15.38% 17.24%
Provider Name sf:’:':: " Quarter Year Residential Commercial  Industrial Total

Aroa Ending Customers Customers Customers Customers
Ohig Power Company QP 30-Jun 2008 587104 107574 8524 705872
CRES Providers QP 30-Jun 2008 0 0 0 0
Totsl Customers . op 30-Jun 2008 587104 107574 asog 705872
EDU Share oP 30-Jun 2008 100.00% 100.00% 100.00% 100.00%
Electric Choice Customer Swiich Rates oP 30-Jun 2008 0.00% 0.00% 0.00% 0.00%

EDU Quarter Residential Commiercial Industrial Total
Provider Name sf\':::e Ending Year Customers Custorners CGustomers Customers
Toledo Edison Company TE 30-Jun 2008 228859 18002 124 2475892
CRES Providers TE 30-Jun 2008 27389 17522 B 45427
Total Customers TE 30-Jun 2008 256728 35524 160 293019
EDU Share TE 30-Jun 2008 89.14% 50.68% 77.50% 84.50%

Electric Choice Customer Switch Rates TE 30-Jun 2008  10.86% 49,32% 22.50% 15.50%

Source: PUCO, Division of Market Monitering & Assessment.

Note1: Total customers indudes residential, commercial, industrial and other customers.

Note2: The switch rate calculation is intended to present the broadest possible picture of the state of retait electnc competition in Chio,
Appropriata caleulations made for other purposes may be based on different data, and may yield different resuits.

Nofe3: American Electric Power, through its Columbus Southern Power subsidiary, purchased Mdnongzhela Power Campeny's
Ohio transmission and distribution operations in January 2006, Monongahela Power is no longer an electric distribution utllity in Ohlo.
Previcusly reportad Monongahela sales and customers are now being reported by CSP.

Noted: Duke Energy OChio (formerly CG&E)
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Summary of Switch Rates from EDUs to CRES Providers in Terms of Customers
For the Month Ending December 31, 2010

EDU

Source: PUCO, Division of Market Monitoring & Assessmerit.

Provider Name Service Quarter Year Residentfal  Commercial  Industrial Total
irr:ea Ending Customers Custometrs Customers Customers
Clevéland Electric lluminating Company CEl 31-Dec 2010 184885 22740 364 208331
CRES Pravidars CEl 31-Dec 2010 463752 58418 B&0 523088
Total Customers CEl 31-Dec 2010 6486837 81158 - 1214 731419
EDU Share CEl 31-Dec 2010 28.50% 28.02% 29.98% 28.48%
Electric Choice Customer Switch Rates CE| 31-Dec 2010 71.50% 71.98% 70.02% 71.52%
EDU s e .
Provider Name Sorvice Quarter Year Residential Com mercla] Industral Total
Ares Ending Customérs Customérs Customers Customers
Duke Energy Ohic DUKE M-Dec 2010 427699 42351 1010 4730865
CRES Providers DUKE 3-Dec 2010 158664 - 9113 339 168205
Total Customers DUKE 31-Dec 2010 586363 51464 1349 641270
EDU Share DUKE 31-Dac 2010 72.94% B2.28% 74.87% T3I7%
Electric Cholce Customer Switch Rates DUKE 31-Dec 2010 27.06% 17.71% 25.13% 26.23%
EDU . .
Provider Name Service Quarter Year Resldentigl Comm_erclal Industrial Total
Area Ending Customers Customers Customers Customers
Columbus Southern Power Company cspP 31-Dec 2010 633765 85374 3346 722789
-CRES Providers CSP 31-Dec 2010 1 3558 60 3616
Total Customers CSP 31-Dec 2010 633766 83929 3406 726405
EDW Share CSP 31-Dec 200 100.00% 96.0{]_% 98.24% 99,50%
Electrle Choice Customer Switch Rates GsP 31-Dec 2010 0.00% 4.00% 1.76% 0.50%
Provider Name SE'D}J Quarter Year Residential Commerciall Industrial Total
i’:e:e Ending Ciustomers Customers Customers Customers
The Dayton Power and Light Company DPL, 31-Dec 2010 454304 43953 1219 505163
CRES Providers DPL 31-Dec 2010 32 7898 553 ©B62
Total Customers DPL 31-Dec 2010 454336 51851 1772 515025
EDU Share DPL 31-Dac 2010 99.99% 34.77% 68.79% 98.09%
Electric Choice Customer Switch Rates DPL 31-Dec 2010 0.01% 15,23% M.24% 1.91%

Nole1: Totaf customers includes residentiat, commerdial, industrial and other customers,
Note2: The switch rate calculation is intended to present the broadest pessible picture of the state of retall electric coitipetition in Ohio.
Appropriate calculations made for other purposes may be based on different data, and may y|e1d different results,

*Preliminary Data - will update upon receipt of additional CRES data
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Summary of Switch Rates from EDUs to CRES Providers in Terms of Customers
For the Month Ending December 31, 2010

Provider Name ool Quater . . Rosidential Commercial Industrial  Total
Area Ending Customers Customers Customers Customers
Chio Edizon Company OEC 31-Dec 2010 351458 37942 256 391571
CRES Providers OEC 31-Dec 2016 530521 66765 540 598309
Total Customers DEC 31-Dec 2010 882375 104707 796 989880
EDU Share QEC 31-Deg 2010 30.83% 36.24% 32.16% 36.56%
Electric Cholce Customer Switch Rates QEC 31-Dec 2010 60.17% 63.76% 67.84% 60.44%
Provider Name s EDU Quarter Residential Commercial Industrial Total
i:::e Ending Customers Customers Customérs Customers
Ohio Power Company oP 31-Dec 2010 575964 108278 8239 595059
CRES Providérs oP 31-Dec 2010 0 ’ a1 0 91
Total Custemers oP 31-Dec 2010 575964 108369 8239 695150
EDU Share OoP 31-Dec 2010 100.00% 99.92% 100.00% 99.99%
Electric Choice Customer Switch Rates QaP 3-Dec 2010 0.00% 0.08% 0.00% 0.01%
Provider Name s ED!" Quarter Y Residential Commercial Industrial Total
ir:::e Ending ear Custoriers  Customers Customers Customers
Toledo Edison Company TE 31-Dec 2010 98479 11719 42 111146
CRES Providers TE 31-Dec 2010 156842 21685 149 177706
Total Customers TE 31-Dec 2010 254321 33414 191 288852
EDU Share TE 3t-Dec 201G 38.72% 35.07% 21.99% 38.48%
Electric Chaice Customer Switch Rates TE I1-Dec 2010 61.28% 64.93% 78.01% 61.52%

Source: PUCO, Division of Market Monitoring & Assessment.

Note1: Total customers includes residential, commercial, industrial and other customers.

Note2: The switch rate calculation is intended to present the broadsst possible picture of the state of retail eleciric competition in Chio.
Appropriate calculations made for other purposes may be based on different data, and may yield different results.

*Preliminary Data - will update upon receipt of additional CRES data
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It's official: Schools lose $780
million |
17 central Ohio districts being cut at least 10% this year by new budget

By Jim Siegel
The Columbus Dispatch  Tuesday July 12, 2011 7:08 AM

Comments: 0 | Recommend | 1 |

When the dust settled
on the new state

budget, operating funds-
for Ohio schools were
cut nearly $780 million
for the next two years,
with 17 central Ohio
districts facing
reductions that top 10

. Satid
percent this school year. Dublin, Qlentangy, Upper Arlington, Westerville and’
Worthington districts all face double-digit percentage

Schools were aroong reductions in state aid this year, Columbus City Schools
those cut as Gov. John  will see state funds drop by 8.5 percent.
Kasich and GOP

lawmakers dealt with a significant budget shortfall resulting from the use
of more than $8 billion in one-time money to balance the previous two-
year budget, which ended June 30.

“I think schools did as well as they could have done," said David Varda,
executive director of the Ohio Association of School Business Officials. Tt
may have been better than anyone expected.”

Still, for many school districts, this budget means they will go four to eight
straight years without even an inflationary increase in state operating.
funds.

State-only school aid actually increases in the budget, but it is more than
offset by the decision not to replace $450 million in federal stimulus
money and to accelerate the phase-out of certain tax reimbursements for
schools. Only 17 of Ohio's 612 districts will get more operating money in -
2013 than in 2011. '

Page 1 of 2
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"I think there will be some adjustment in staff sizes,” Varda said. "And
some are so tight that, even with layoffs, they're still going to need more
money."

Some factors will soften the cuts.

Districts still have about $290 million in unSpent federal Education Jobs
Fund money from last year that they can use to offset cuts, Algo, about half
of Ohio distriets will qualify for

$30 million in performance bonuses - $17 per student for schools rated
"excellent” or higher.

And while Senate Bill 5, the new law that significantly weakens collective
bargaining for public workers, is on hold pending a challenge on the-
November ballot, Varda said it already appears to be pushing teachers
unions to give up significant pay raises.

"It certainly has had an effect on the tone and economics in settlements,”
he said.

Merit pay could produce savings in the long term, depending on how it is
structured. The budget requires about half of the districts in Ohio - those
participating in the federal Race to the Top program - to develop a merit-
pay system by 2013.

Ohio's current pay system awards automatic raises for many teachers
based on years of experience or educational attainment, on top of
negotiated base-salary increases.

"We're not so sure that in Ohio and across the country that the education -
system can sustain salary schedules the way they are," said Tom Ash of the
Buckeye Association of School Administrators.

But Ash said a 16t of work is still needed to develop the merit system. "I'm
not sure we have adequate assessments for arts, social studies and a whole
bunch of subjects."

The Kasich administration already has started the process of developing a°
new school-funding formula. Spokesman Rob Nichols said it will he
"based on the governor's concern with the lack of money and lack of
resources that get into the classroom for teacher instruction.”

Page 2 of 2



Exhibit MF-3

November 2041 Ohio School Issue Results : Results

I
New or Renewal or - . - ;
Issue Type County ~  iSchoolDistrict B . jReplacement? o iTaxType
income Tax Hardin___ AdaExempted Village additioial income fax .
Property Tax Levy | Adams Adams County/Ohia Valley additional propertytax . .
Property Tax Levy ! Summit Akron City additiorial praperty tax .
Bond  __llorain  ___iAvenlocal bond propertytax_
(income Tax  ‘Deflance  |Ayersville Local o renewal . tincome tax
Property Tax Levy ' Summit Baberton Cily : additionat . property tax’
Property Tax Levy ' Greene Beavercreek City - ! additional - ipropertytax
Property Tax Levy |Cuyahoga Bedford City additional . propeity tax .
Income Tax Belmont Bellakre Local additionat . |incoma tax
Property Tax Levy 1 Ottawa Benton-Cartoll-Salem Local additional . préperty tax
Property Tax Levy |Cuyahoga Berea City adgitional propesty tax
ilncome Tax  !'Modina | Black River Local additionial income tak (eamed income)
Praperly Tax Levy :Medina i Black River Local additional praperty tax
Property Tax Levy iClinton . 1Blanchesterlocal replacermerit property tax
Bonrd Wlhams _iBryan City bond propecty tax . - o
iBond _lAshtabula _~  |Buckeyelocal bond proparty teix - ;
Property Tax Levwy  Medina Buckeye Local additional - Ipropenty tax -,
income Tax___ Delawars  __ _|Buckeye Valley Local ... |Bdditional Jinctmetax . - -
Property Tax Levy  Guemsey Cambridge City renewal and-additional - | property tax
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