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NOTICE OF SECOND APPEAL OF APPELLANT 
INDUSTRIAL ENERGY USERS-OHIO 

Appellant, Industrial Energy Users-Ohio ("lEU-Ohio" or "Appellant"), hereby gives its 

notice of appeal, pursuant to R.C. 4903.11 and 4903.13, S.Ct.Prac.R. 10.02(A), and Ohio Adm. 

Code 4901-1-02(A) and 4901-1-36, to the Supreme Court of Ohio and Appellee, the Public 

Utilities Commission of Ohio ("Commission" or "PUCO"), from the Commission's Opinion and 

Order ("Attachment A") ("ESP II Order") issued August 7, 2012, Entry on Rehearing issued 

January 30, 2013 ("Attachment B") ("ESP II Entry on Rehearing"), and Second Entry on 

Rehearing ("Attachment C") ("ESP II Second Entry on Rehearing") issued March 27, 2013 in 

Case Nos. 11-346-EL-SSO, et al. (collectively, "ESP II Orders"). 

This notice of appeal is the second filed with this Court concerning the ESP II Orders. 

Appellant, The Kroger Company, filed its Notice of Appeal from the ESP II Orders on April 1, 

2013. 

lEU-Ohio requests that it be designated an appellant in this proceeding. 

Appellant was and is a party of record in Case Nos. 11-346-EL-SSO, et ah, and timely 

filed its Application for Rehearing from the Opinion and Order issued on August 30, 2012. The 

Commission initially granted rehearing for the purpose of further considering the Application for 

Rehearing of lEU-Ohio and other parties on October 3, 2012, but then denied lEU-Ohio's 

Application for Rehearing on January 30, 2013. Because the Commission modified the ESP II 

Order in its ESP II Entry on Rehearing, lEU-Ohio filed a timely second AppUcation for 

Rehearing of the Commission's ESP II Entry on Rehearing on March 1, 2013. The Commission 

denied lEU-Ohio's second Application for Rehearing on March 27, 2013. 
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The ESP II Orders are unlawful and unreasonable for the reasons set out in the following 

Assignments of Error: 

1. The ESP II Orders are unlawful and unreasonable because the as-approved 

Electric Security Plan ("ESP"), including its pricing and all other terms and 

conditions, including any deferrals and any future recovery of deferrals, is not 

more favorable in the aggregate as compared to the expected results that would 

otherwise apply under R.C 4928.142,' as required by R.C. 4928.143(C)(1) ("ESP 

versus MRO test"). 

A. The ESP 11 Orders are unlawful and unreasonable because they use 

$188.88/megawatt-day ("MW-day") as the price for the capacity 

component for generation supply associated with the MRO SSO, thereby 

overstating the MRO SSO pricing as compared to the as-approved 

Modified ESP SSO in the ESP versus MRO test. 

B. The ESP II Orders are unlawful and unreasonable because they disregard 

the costs of the as-approved ESP for over 25% of the ESP term in 

applying the ESP versus MRO test. 

C. The ESP II Orders are unlawful and unreasonable because they do not 

include the full cost of the Generation Resource Rider ("GRR") as part of 

the quantitative costs, thereby understating the cost of the as-approved 

ESP, in applying the ESP versus MRO test. 

^ This Section allows a utility to fulfill its standard service offer ("SSO") obligation through a 
market rate offer ("MRO"). 
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D. The ESP II Orders are unlawful and unreasonable because they do not 

include known costs for the Pool Termination Rider ("PTR"), Retail 

Stability Rider ("RSR"), and Capacity Shopping Tax^ as part of the 

quantitative costs of the as-approved ESP, thereby understating the cost of 

the as-approved ESP, in applying the ESP versus MRO test. 

E. The ESP II Orders are unlawful and unreasonable because they do not 

include or address the effect of known costs of the energy-only auctions 

and the "quicker" move to a competitive bid process ("CBP")-based SSO 

for purposes of conducting the ESP versus MRO test. 

2. The ESP II Orders are unlawful and unreasonable because they approve an ESP 

by introducing subjective and speculative "qualitative benefits" into the ESP 

versus MRO test, thereby evading compliance with R.C. 4903.09. 

3. The ESP II Orders are unlawful and unreasonable because the non-bypassable 

RSR, Capacity Shopping Tax, and the PTR cannot be lawfully included in an 

ESP. 

A. The ESP II Orders are unlawful and unreasonable because they authorize 

non-bypassable generation-related riders which are not included in the list 

of permissive ESP provisions contained in R.C. 4928.143(B)(2). 

^ "Capacity Shopping Tax" refers to the non-bypassable rider that will collect the balance of the 
$188.88/MW-day capacity price that is not collected from competitive retail electric service 
("CRES") providers through "RPM-Based Pricing" or through the $1/megawatt hour ("MWh") 
portion of the RSR. As used herein, this deferred balance to be collected through the Capacity 
Shopping Tax is referred to as the "Capacity Deferral." 
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B. The ESP II Orders are unlawful and unreasonable because they conclude 

that the RSR can be authorized under R.C. 4928.143(B)(2)(d). The RSR 

does not have the effect of stabilizing or providing certainty regarding 

retail electric service. 

C. The ESP II Orders are unlawful and unreasonable because the 

Commission's finding that the RSR provides certain and fixed rates is not 

supported by the manifest weight of the evidence. 

D. The ESP II Orders are unlawful and unreasonable because the 

Commission's finding that the RSR will result in a non-fuel base 

generation rate freeze is not legally sufficient to support the Commission's 

authorization of the RSR under R.C. 4928.143(B)(2)(d). 

E. The ESP II Orders are unlawful and unreasonable because the 

Commission may not lawfully approve a rider such as the RSR that 

renders the Modified ESP less favorable in the aggregate than an MRO. 

F. The ESP II Orders are unlawful and unreasonable because the PTR cannot 

be authorized under R.C. 4928.143(B)(2)(d). 

G. The ESP II Orders are unlawful and unreasonable because the 

Commission has not made the required findings that support the 

authorization of the PTR under R.C. 4928.143(B)(2)(d). 

H. The ESP II Orders are unlawful and unreasonable because the PTR will 

result in the recovery of wholesale generation revenue through a non-
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bypassable charge that results in a violation of the State Energy Policy 

stated in R.C. 4928.02(H), and the requirements for corporate separation 

under R.C. 4928.17. 

I. The ESP II Orders are unlawful and unreasonable because they conclude 

that the Capacity Deferral and the Capacity Shopping Tax can be 

authorized under R.C. 4928.144. The Capacity Deferral and Capacity 

Shopping Tax do not arise from rates or prices authorized under R.C. 

4928.141 to 4928.143, and therefore the Commission's authority in R.C. 

4928.144 is unavailable. 

4. The ESP II Orders are unlawful and unreasonable because they authorize an 

increase in SSO prices so as to collect above-market generation-related revenue 

through the non-bypassable RSR, Capacity Shopping Tax, and the PTR, thereby 

providing AEP-Ohio with the ability to collect transition revenue or its equivalent 

at a time when Ohio law requires that AEP-Ohio's generation business be fully on 

its own in the competitive market. The ESP II Orders also are unlawful and 

unreasonable because they permit AEP-Ohio to evade its Commission-approved 

settlement obligation to forego such collection and to not impose lost generation-

related revenue charges on shopping customers. 

5. The ESP II Orders are unlawful and unreasonable because they assume that the 

Commission may invent and apply a cost-based ratemaking methodology for 

purposes of authorizing a significant increase in the price for generation capacity 

service and then defer the uncollected portion of this significant increase in the 
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price for generation capacity service and collect such portion plus interest charges 

through non-bypassable charges applicable to shopping and non-shopping 

customers after the term of the ESP. 

6. The ESP II Orders are unlawful and unreasonable because they function to permit 

AEP-Ohio, an electric distribution utility ("EDU"), to evade statutory corporate 

separation requirements of R.C. 4928.17 that call for strict separation between 

competitive and non-competitive lines of business and services and because they 

approve an SSO which insulates AEP-Ohio's competitive generation business 

from the discipline of the electricity market. The RSR, Capacity Shopping Tax, 

and PTR all function to allow AEP-Ohio, the EDU, to evade such corporate 

separation requirements, collect above-market generation-related revenue and 

insulate AEP-Ohio's competitive generation business from the discipline of the 

electricity market. Following AEP-Ohio's proposed transfer of its generating 

assets to an affiliate, AEP Generation Resources Company ("Genco"), these three 

riders will further violate such corporate separation requirements by allowing 

AEP-Ohio to collect, on a non-bypassable basis, above-market generation-related 

revenue and remit such revenue to Genco, thereby insulating Genco's competitive 

generation business from the discipline of the electricity market. 

7. The ESP II Orders are unlawful and unreasonable because they fail to promote the 

State policy contained in R.C. 4928.02. 

8. The ESP II Orders are unlawful and unreasonable because they fail to recognize 

that the rates and charges applicable to non-shopping customers also are 
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providing AEP-Ohio with compensation for generation capacity service, they 

ignore or disregard the fact that AEP-Ohio has maintained that non-shopping 

customers are, on average, paying nearly twice the $188.88/MW-day price, and 

they fail to establish a mechanism to credit such excess compensation obtained 

from non-shopping customers against the Capacity Deferral. 

9. The ESP II Orders are unlawful and unreasonable because they fail to direct AEP-

Ohio to calculate the Phase-In Recovery Rider's ("PIRR") carrying charges on 

deferred balances adjusted for accumulated deferred income taxes ("ADIT") in 

accordance with generally accepted accounting principles, regulatory principles. 

Court precedent, and Commission precedent. The ESP II Orders' failure to 

require an ADIT adjustment permits AEP-Ohio to accrue carrying charges on 

overstated balances, thereby requiring customers to overcompensate AEP-Ohio. 

10. The ESP II Orders are unlawful and unreasonable because, without authority to 

do so under R.C. 4928.143, the ESP II Orders conditionally approve a transfer of 

generating assets without making the findings required by R.C. 4928.17 and 

4928.02 and Rule 4901:1-37, Ohio Adm. Code, and without netting the above-

book market value of AEP-Ohio's generating assets against the transition revenue 

which the ESP II Orders authorize AEP-Ohio to collect on a non-bypassable basis 

during and after the term of the as-approved Modified ESP. 

11. The ESP II Orders are unlawful and unreasonable because they fail to sustain 

objections to the admission of testimony where the testimony improperly relied 
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upon settlement agreements from other proceedings for the purpose of addressing 

contested issues. 

WHEREFORE, Appellant respectfully submits that Appellee's ESP II Orders are 

unlawful, unjust, and unreasonable and should be reversed. The cases should be remanded to the 

Appellee with instructions to correct the errors complained of herein. 

Respectfully submitted, 

Samuel C. Randazzo (ReglNo. 0016386) 
(Counsel of Record) 

Frank P. Darr (Reg. No. 0025469) 
Joseph E. Oliker (Reg. No. 0086088) 
Matthew R. Pritchard (Reg. 0088070) 
McNees Wallace & Nurick LLC 
21 East State Street, 17* Floor 
Columbus, OH 43215 
Telephone: (614)469-8000 
Facsimile: (614)469-4653 
sam@mwncmh.com 
fdarr@mwncmh.com 
joliker@mwncmh.com 
mpritchard@mwncmh.com 

COUNSEL FOR APPELLANT, 
INDUSTRIAL ENERGY USERS-OHIO 
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CERTIFICATE OF FILING 

1 hereby certify that, in accordance with S.Ct.Prac.R. 3.11(A)(2), Industrial Energy 

Users-Ohio's Notice of Second Appeal has been filed with the Docketing Division of the Public 

Utilities Commission of Ohio by leaving a copy at the office of the Commission in Columbus, 

Ohio, in accordance with Ohio Adm. Code 4901-1-02(A) and 4901-1-36, on May 8, 2013. 

Frank P. Di 
Counsel for Appellant 

Industrial Energy Users-Ohio 
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CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing Notice of Second Appeal of Appellant 

Industrial Energy Users-Ohio was served upon the parties of record to the proceeding before the 

Public Utilities Commission of Ohio listed below and pursuant to S.Ct.Prac.R. 3.11(A)(2) and 

R.C. 4903.13 on May 8, 2013, via electronic transmission, hand-delivery or first class U.S. mail, 

postage prepaid. 

Matthew J. Satterwhite 
Steven T. Nourse 
Anne M. Vogel 
Yazen Alami 
American Electric Power Service 
Corporation 
1 Riverside Plaza, 29* Floor 
Columbus, OH 43215 
mj satterwhite@aep.com 
stnourse@aep.com 
amvogel@aep.com 
yalami@aep.com 

Daniel R. Conway 
Christen M. Moore 
Porter Wright Morris & Arthur 
41 S. High Street 
Columbus, OH 43215 
dconway@porterwright.com 
cmoore@porterwright.com 

ON BEHALF OF COLUMBUS SOUTHERN 

POWER COMPANY AND OHIO POWER 

COMPANY 

Frank P. 
Counsel for Appellant 

Industrial Energy Users-Ohio 

Robert A. McMahon 
Eberiy McMahon LLC 
2321 Kemper Lane, Suite 100 
Cincinnati, OH 45206 

Rocco D'Ascenzo 
Elisabeth Watts 
Duke Energy Ohio, Inc. 
139 East Fourth Street - 1303-Main 
Cincinnati, OH 45202 

Elizabeth.watts@duke-energy.com 
Rocco.d'ascenzo@duke-energy.com 

ON BEHALF OF DUKE ENERGY OHIO, INC. 
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Amy B. Spiller 
Jeanne W. Kingery 
139 East Fourth Street, 1303-Main 
P.O. Box 961 
Cincinnati, OH 45201-0960 
Amy.spiller@duke-energy.com 
Jeanne.kingery@duke-energy.com 

Philip B. Sineneng 
Thompson Hine LLP 
41 S. High Street, Suite 1700 
Columbus, OH 43215 
Philip.Sineneng@thompsonhine.com 

ON BEHALF OF DUKE ENERGY RETAIL 

SALES, LLC AND DUKE ENERGY 

COMMERCIAL ASSET MANAGEMENT, INC. 

David F. Boehm 
Michael L. Kurtz 
Boehm, Kurtz & Lowry 
36 East Seventh Street Suite 1510 
Cincinnati, OH 45202 
dboehm@BKLlawfirm.com 
mkurtz@BKLlawfirm.com 

ON BEHALF OF THE OHIO ENERGY GROUP 

Gregory J. Poulos 
EnerNOC, Inc. 
101 Federal Street, Suite 1100 
Boston, MA 02110 
gpoulos@enernoc. com 

ON BEHALF OF ENERNOC, INC. 

15* Floor 

Kyle L. Kern 
Terry L. Etter 
Maureen R. Grady 
Office of the Ohio Consumers' Counsel 
10 W. Broad Street, 18* Floor 
Columbus, OH 43215-3485 
kern@occ.state.oh.us 
etter@occ.state.oh.us 
grady@occ.state.oh.us 

ON BEHALF OF THE OFFICE OF THE OHIO 

CONSUMERS' COUNSEL 

Richard L. Sites 
General Counsel & Senior Director of 
Health Policy 
Ohio Hospital Association 
155 East Broad Street, 
Columbus, OH 43215-3620 
ricks@ohanet.org 

Thomas J. O'Brien 
BRICKER & ECKLER, LLP 
100 South Third Street 
Columbus, OH 43215-4291 
tobrien@bricker.com 

O H BEHALF OF OHIO HOSPITAL 

ASSOCIATION 

Mark S. Yurick 
Zachary D. Kravitz 
Taft Stettinius & Hollister 
65 East State Street, Suite 1000 
Columbus, OH 43215 
myurick@taftlaw. com 
zkravitz(a)taftlaw.com 

ON BEHALF OF THE KROGER CO. 
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Terrence O'Donnell 
Christopher Montgomery 
Matthew W. Warnock 
BRICKER & ECKLER LLP 
100 South Third Street 
Columbus, OH 43215-4291 
todonnell@bricker.com 
cmontgomery@bricker.com 
mwarnock@bricker. com 

ON BEHALF OF PAULDING WIND FARM II 

LLC 

Mark A. Hay den 
FirstEnergy Service Company 
76 South Main Street 
Akron, OH 44308 
haydenm@fir stenergy corp .com 

James F Lang 
Laura C. McBride 
N. Trevor Alexander 
CALFEE, HALTER & GRISWOLD LLP 
1400 KeyBank Center 
800 Superior Ave. 
Cleveland, OH 44114 
jlang@calfee.com 
lmcbride@calfee.com 
talexander@calfee.com 

David A. Kutik 
Jones Day 
North Point 
901 Lakeside Avenue 
Cleveland, OH 44114 
dakutik@jonesday.com 

Allison E. Haedt 
Jones Day 
P.O. Box 165017 
Columbus, OH 43216-5017 
aehaedt@jonesday.com 

John N.Estes III 
Paul F. Wight 
Skadden, Arps, Slate, Meagher & Flom LLP 

1440 New York Ave., N.W. 
Washington, DC 20005 
jestes@skadden.com 
paul.wight@skadden.com 

ON BEHALF OF FIRSTENERGY SOLUTIONS 

CORP. 

Michael R. Smalz 
Joseph V. Maskovyak 
Ohio Poverty Law Center 
555 Buttles Avenue 
Columbus, OH 43215 
msmalz@ohiopovertylaw.org 
jmaskovyak@ohiopovertylaw.org 

ON BEHALF OF THE APPALACHIAN PEACE 

AND JUSTICE NETWORK 

J. Thomas Siwo 
Thomas O'Brien 
BRICKER & ECKLER LLP 
100 South Third Street 
Columbus, OH 43215-4291 
tsiwo@bricker.com 
tobrien@bricker.com 

ON BEHALF OF O M A ENERGY GROUP 

Jay E. Jadwin 
American Electric Power Service 
Corporation 
1 Riverside Plaza, 29* Floor 
Columbus, OH 43215 
j ej adwin@aep. com 

ON BEHALF OF A E P RETAIL ENERGY 

PARTNERS LLC 
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M. Howard Petricoff 
Stephen M. Howard 
Vorys, Sater, Seymour and Pease LLP 
52 E. Gay Street 
P.O. Box 1008 
Columbus, OH 43215-1008 
mhpetricoff@vorys.com 
smhoward@vory s. com 

ON BEHALF OF P J M POWER PROVIDERS 

GROUP AND THE RETAIL ENERGY SUPPLY 

ASSOCIATION 

Glen Thomas 
1060 First Avenue, Ste. 400 
King of Prussia, PA 19406 
gthomas@gtpo wergroup. com 

Laura Chappelle 
4218 Jacob Meadows 
Okemos, MI 48864 
laurac@chappelleconsulting.net 

M. Howard Petricoff 
Michael Settineri 
Vorys, Sater, Seymour and Pease LLP 
52 E. Gay Street 
P.O. Box 1008 
Columbus, OH 43215-1008 
mhpetricoff@vorys.com 
mjsettineri@vorys.com 

William L. Massey 
Covington & Burling, LLP 
1201 Pennsylvania Ave., NW 
Washington, DC 20004 
wmassey@cov.com 

Joel Malina 
Executive Director 
COMPLETE Coalition 
1317 F Street, NW 
Suite 600 
Washington, DC 20004 
malina(2)wexlerwalker.com 

ON BEHALF OF P J M POWER PROVIDERS 

GROUP 
ON BEHALF OF THE COMPLETE 
COALITION 

Henry W. Eckhart 
1200 Chambers Road, Suite 106 
Columbus, OH 43212 
henryeckhart@aol. com 

Christopher J. Allwein 
Williams, Allwein and Moser, LLC 
1373 Grandview Ave., Suite 212 
Columbus, OH 43212 
callwein@williamsandmoser.com 

ON BEHALF OF THE NATURAL RESOURCES 

DEFENSE COUNCIL AND THE SIERRA CLUB 
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M. Howard Petricoff 
Michael J. Settineri 
Stephen M. Howard 
Vorys, Sater, Seymour and Pease LLP 
52 East Gay Street 
P.O. Box 1008 
Columbus, OH 43216-1008 
mhpetricoff@vorys.com 
mj settineri@vorys.com 
smho ward@vory s. com 

ON BEHALF OF CONSTELLATION 

NEWENERGY, INC., CONSTELLATION 

ENERGY COMMODITIES GROUP, INC. , 

DIRECT ENERGY SERVICES, LLC 

Gary A Jeffries 
Assistant General Counsel 
Dominion Resources Services, Inc. 
501 Martindale Street, Suite 400 
Pittsburgh, PA 15212-5817 
Gary.A.Jeffries@aol.com 

ON BEHALF OF DOMINION RETAIL, INC. 

David I. Fein 
Vice President, Energy Policy - Midwest 
Constellation Energy Group, Inc. 
Cynthia Former Brady 
Senior Counsel 
Constellation Energy Resources LLC 
550 West Washington Blvd., Suite 300 
Chicago, IL 60661 
david.fein@constellation.com 
cynthia.brady@constellation.com 

Jeanine Amid Hummer 
Thomas K. Lindsey 
City of Upper Arlington 

C. Todd Jones, 
Christopher L. Miller, 
Gregory H. Dunn 
Ice Miller LLC 
250 West Street 
Columbus, OH 43215 
christopher.miller@icemiller.com 
gregory.dunn@icemiller.com 
jhummer@uaoh.net 
tlindsey@uaoh.net 

ON BEHALF OF THE CITY OF GROVE CITY, 

OHIO AND THE ASSOCIATION OF 

INDEPENDENT COLLEGES AND 

UNIVERSITIES OF OHIO, THE CITY OF 

UPPER ARLINGTON, THE CITY OF 

HiLLSBORO, O H I O 

M. Howard Petricoff 
Vorys, Sater, Seymour and Pease LLP 
52 East Gay Street/P.O. Box 1008 
Columbus, OH 43216-1008 
mhpetricoff@vorys.com 

David M. Stahl 
Eimer Stahl Klevorn & Solberg LLP 
224 South Michigan Avenue, Suite 1100 
Chicago, IL 60604 
dstahl@eimerstahl.com 

ON BEHALF OF EXELON GENERATION 

COMPANY, LLC 

ON BEHALF OF CONSTELLATION 

NEWENERGY, INC. AND CONSTELLATION 

ENERGY COMMODITIES GROUP, INC. 

{C40124:3 

mailto:mhpetricoff@vorys.com
mailto:settineri@vorys.com
mailto:Gary.A.Jeffries@aol.com
mailto:david.fein@constellation.com
mailto:cynthia.brady@constellation.com
mailto:christopher.miller@icemiller.com
mailto:gregory.dunn@icemiller.com
mailto:jhummer@uaoh.net
mailto:tlindsey@uaoh.net
mailto:mhpetricoff@vorys.com
mailto:dstahl@eimerstahl.com


Kenneth P. Kreider 
David A. Meyer 
Keating Muething & Klekamp PLL 
One East Fourth Street 
Suite 1400 
Cincinnati, OH 45202 
kpkreider@kmklaw. com 
dmeyer@kmklaw. com 
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The Commission, considering the above-entitled applications, and the record in 
these proceedings, hereby issues its opinion and order in these matters. 

APPEARANCES: 

Steven T. Nourse, Matthew J. SatterwhitK, and Yazen Alami, American Electric 
Power Service Corporation, One Riverside Plaza, 29^ Floor, Columbus, Ohio 43215-2373, 
and Porter, Wright, Morris & Arthur, LLP, by Daniel R. Conway and Christen Moore, 41 
South High Street, Columbus, Ohio 43215, on behalf of Ohio Power Company. 

Mike DeWine, Attorney General of the State of Ohio, by Werner L. Margard m, 
John H. Jones, and Steven L. Beeler, Assistant Attorneys General, 180 East Broad Street, 
Columbus, Ohio 43215-3793, on behalf of the Staff of the Public Utilities Commission of 
Ohio. 

Bruce J. Weston, Interim Ohio Consumers'^ Counsel, Office of the Ohio Consumers' 
Cotjnsel, by Maureen R. Grady, Joseph P. Serio, and Terry L. Etter, Assistant Consimiers' 
Counsel, 10 West Broad Street, Columbus, Ohio 43215-3485, on behalf of the residential 
utnity consumers of Ohio Power Company. 

Boehm, Kurtz & Lowry, by Michael L. Kurtz, Kurt J. Boehm and Jody Kyler, 36 East 
Seventh Street, Suite 1510, Cincinnati, Ohio -^202, on behalf of Ohio Energy Group. 

Taft, Stettiiuus & Hollister, LLP, by Mark S. Yurick and Zachary D. Kravitz, 65 East 
State Street, Suite 1000, Columbus, Ohio 43215-4213, on behalf of The Kroger Company. 

McNees, Wallace & Nurick, LLC, by Samud C. Randazzo, Frank P. Darr, and 
Joseph E. Oliker, 21 East State Street, Suite. 1700, Columbus, Ohio 432154228, on behalf of 
Industrial Energy Usens-Ohio. 

Bell & Royer Co., LPA, by Barth E Royer, 33 South Grant Avenue, Columbus, Ohio 
43215-3927, on behalf of Daminion Retail, Inc. 

Vorys, Sater, Seymour & Pease, LLP, by M. Howard Petricoff, Uja Kaleps-Clark, 
and Stephen M Howard, 52 East Gay Street, Columbus, Ohio 43216-1008, and Covington 
& Burling, by William Massey, 1201 Pennsylvania Avenue, Washington, D.C 20004, on 
behalf of The COMPETE Coafifion. 

Vorys, Sater, Seymour & Pease, LLP, by M. Howard Petricoff, Lija Kaleps-Clark, 
and Stephen M. Howard, 52 East Gay Street, Columbus, Ohio 43216-1(K)8, on behalf of PJM 
Power Providers Group. 
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Vorys, Sater, Seymour & Pease, LLP, by M. Howard Petricoff and Uja Kaleps-Clark, 
52 East Gay Street, Columbus, Ohio 43216-1008, and Joseph M Qark, 6641 North High 
Street, Suite 200, Worthington, Ohio 43085, on behalf of Direct Energy Services, LLC and 
Direct Energy Business, LLC. 

Vorys, Sater, Seymour & Pease, LLP, by M. Howard Petricoff and Lija Kaleps-Oark, 
52 Bast Gay Street, Columbus, Ohio 43216-1008, on behalf of Retail Energy Supply 
Association. 

Vorys, Sater, Seymoiu: & Pease, LLP, by M Howard Petricoff, lija Kaleps-Clark, 
and Stephen M. Howard, 52 East Gay Street, Columbus, Ohio 43216-1008, and Eimer, 
Stahl, Klevorn & Solberg, LLP^ by David Stahl and Scott Solberg, 224 South Michigan 
Avenue, Suite 1100, Chicago, Illinois 60604, on behalf of Exelon Generation Company, 
Constellation NewEnergy, Inc., and Constellation Energy Commodities Group, Inc. 

Ice Miller, LLP, by Christopher L. Miller, Gregory J. Dimn, and Asim Z. Haque, 250 
West Street, Columbus, Ohio 43215, on behalf of the Association of Ind^endent Colleges 
and Universities of Ohio, the city of Hillsboro, the dty of Grove City and the dty of Upper 
ArlingtoiL 

Bricker & Eckler, LLP, by Lisa Gatchell McAIister and J, Thomas Siwo, 100 South 
TMrd Street, Columbus, Ohio 43215-'^91, on behalf of Ohio Manufacturers Association-
Energy Group, 

Bricker & Eckler, LLP, by Thomas J. O'Brien, 100 South Third Street, Coltunbus, 
Ohio 43215-1291, and Richard L. Sites, 155 East Broad Street, 15* Floor, Columbus, Ohio 
43215-3620, on behalf of Ohio Hospital Association. 

Calfee, Halter & Griswold, LLP, by James F, Lang, Laura C McBride, and N. Trevor 
Alexander, 1400 KeyBank Center, 800 Superior Avenue, Qeveland, Ohio 44114; Jones Day, 
by David A. Kutik and Allison B. Haedt, 901 Lakeside Avenue, Qevdand, Ohio 44114-
1190, and Mark A. Hayden, 76 South Main Street, Akron, Ohio 44308, on behalf of 
FirstEnergy Solutions Corporation. 

Joseph V, Maskovyak and Michael Smak, Ohio Poverty Law Center, 555 Buttles 
Avenue, Columbus, Ohio 43215, on behalf of Appalachian Peace and Justice Network. 

Keating, Muething & Klekamp PLL, by Kenneth P. Kreider, One East Fourth Street, 
Suite 1400, Cincinnati, Ohio 45202 and Holly Rachel Smith, HITT Business Center, 3803 
Rectortown Road, Marshall, Virginia 20115, on behalf of Wal-Mart Stores East, LP, and 
Sam's Eas^ Inc. 
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SNDR Denton US, LLP, by Emma F. Hand, Daniel D. Barnowski, and Thomas Millar, 
James Rubin, 1301 K Street NW, Suite 600 East Tower, Washington, D.C 20005, on behalf 
of Ormet Primary Aluminimi CorporatiorL 

Bricker & Rrkler, by Christopher L. Montgomery, Matthew Wamock, and Terrence 
O'Donnell, 100 South Third Street, Colimibus, Ohio 4321S4291, and Richard L. Sites, 155 
East Broad Street, 15* Hoor, Columbus, Ohio 43215-3620, on behalf of Paulding Wind 
Farm H, LLC 

Gregory J. Poulos, 471 East Broad ^reet. Suite 1520, Columbus, Ohio 43215, on 
behalf of EnerNOC Inc. 

WiUiam, Allwein & Moser, by Christopher J. AUwien, 1373 Grandview Avenue, 
Suite 212, Columbus, Ohio 43212, on behalf of Natural Resources Defense Council. 

Matthew White, 6100 Emerald Parkway, Dublin, Ohio 43016 and Whitt Sturtevant, 
LLP, by Mark A. Whitt, Melissa L. Thompson, and Andrew J. Campbell, 155 East Broad 
Street, Suite 2020, Colmrtbus, Ohio 43215, on behalf of Interstate Gas Supply, Inc. 

Bailey Cavalieri, LLC, by Dane Stinson, 10 West Broad Street Columbus, Ohio 
43215, on behalf of Ohio Association of School Btisiness Officials, Ohio School Boards 
Association, Buckeye Association of School Administrators, and Ohio Schools CoundL 

Chad A. Endsley, 280 North High Street, P.O. Box 182383, Columbus, Ohio 43218, 
on behalf of the Ohio Farm Bureau Federation. 

Buckley King, by Derm N. Kaelber, 10 West Broad Street, Suite 1300, Columbus, 
Ohio 43215, on behalf of Ohio Restaurant Assodation. 

Elizabeth Watts and Rocco D'Ascenzo, 139 East Fourth Street, Cincinnati, Ohio 
45202 and Eberiy McMahon, LLC, by Robert A. McMahon, 2321 Kemper Lane, Suite 100, 
Cindimati, Ohio 45206, on behalf of Duke Energy Ohio, Inc. 

Amy B. Spiller and Jeanne W. Kingery, 139 East Fourth Street, Cincinnati, Ohio 
43215, and Thompson Hine, LLP, by Philip B. Sineneng, 41 South High Street; Suite 1700, 
Columbus, Ohio 43215, on behalf of Duke Energy Retail Sales and Duke Energy 
Commerdal Asset Management Inc. 

Charles Howard and Sarah Bruce, 655 Metro Place South, Suite 270, Dublin, Ohio 
43017, on behalf of Ohio Automobile Dealers Assodation-
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Judi L. Sobecki, 1065 Woodman Drive, Dayton, Ohio 45432, on behalf of Dayton 
Power and Light Coonpany. 

Kegler, Brown, HOI & Ritter, LPA, by Roger P. Sugarman, 65 East State Street, Suite 
1800, Columbus, Ohio 43215, on behalf of National Federation of Independent Business -
Ohio Chapter. 

Thompson Hine, LLP, by Carol)nn S. Flahive, Stephanie Chmiel, and Michael 
Dillard, 41 South High Street, Suite 1700, Columbus, Ohio 43215, on behalf of Border 
Energy Electric Services, Inc. 

The Behal Law Group, LLC, by Mr. Jack D'Aurora, 501 South High Street, 
Columbus, Ohio 43215, on behalf of University of Toledo Innovation Enterprises 
Corporation-

Hahn, Loeser & Parks, LLP, by Randy Hart, 200 Huntington Bmlding, Qevdand, 
Ohio 44114, on behalf of Summit Ethanol, LLC d / b / a POET Biorefining-Leipsic and 
Fostoria Ethanol, LLC d/ b /a POET Bioi^jfining-Fostoria. 

Jay E. Jadwin, 155 West Nationwide Blvd., Suite 500, Columbus, Ohio 43215, on 
behalf of AEP Retail Energy Paxtaers, LLC. 

Matthew Cox Law, Ltd., by Matthew Cox, 4145 St. Theresa Boulevard, Avon, Ohio 
44011, on behalf of the Council of Smaller Enterprises. 

Williams, Allwein & Moser, by Todd M. Wflliams, Two Maritime Plaza, Toledo, 
Ohio 43604, on behalf of the Ohio Business Coundl for a Qean Economy. 

Dickstein Shapiro LLP, by Larry F. Eisenstat, Richard Lehfddt, and Robert L. 
BOndet, 1825 Eye St NW, Washington, D.C. 20006, on behalf of CPV Power Devdopment, 
Inc. 
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OPINION: 

I. , HISTORY OF THE PROCEEDINGS 

A. First Electric Security Plan 

On March 18, 2009, the Commission issued its opinion and order regarding 
Columbus Southern Power Company's (CSP) and Ohio Power Compan3^s (OE^ Qointiy, 
AEP-Ohio or the Companies) application for an dectric security plan (ESP 1 Order) in 
Case Nos. 08-917-EL-SSO and 08-918-EL-SSO. The ESP 1 Order was appealed to the 
Supreme Court of Ohio (Court). On April 19, 2011, the Court affirmed the ESP Order in 
numerous respects, but remanded the proceedings to the Commission The Commission 
issued its order on remand on October 3, 2011. In the order on remand, the Comnvission 
found that AEP-Ohio should be authorized to continue its recovery of incremental capital 
carrying costs incurred after January 1, 2009, on past environmental investments (2001-
2008) tliat were not previously reflected in the Companies' existing rates prior to the ESP 1 
Order. In addition, the Commission found that the provider of last resort (POLR) charges 
authorized by the ESP 1 Order were not supported by the record cm remand, and directed 
the Companies to elimtnate the amount of the provider of last resort (POLR_ charges 
authorized in the ESP Order and file revised tariffs consistent with the order on remand. 

B. Initial Proposed Electric Security Flan 

On January 27,2011, AEP-Ohio filed the instant application for a standard service 
offer (SSO) pursuant to Section 4928.141, Revised Code. This application is for approval of 
an dectric security plan (ESP 2) in accordance with Section 4928.143, Revised Code. As 
filed, AEP-Ohio's SSO application for ESP 2 would conmience on January 1, 2012, and 
continue through May 31,2014 

The following parties were granted intervention by entries dated March 23, 2011, 
and July 8, 2011: Industrial Energy Users-Ohio p U ) , Duke Energy Retail Sales, LLC 
(Duke Retail), Ohio Energy Group (OEG), Ohio Hospital Assodation (OHA), Ohio 
Consumers' Coimsel (OCC), Ohio Partners for Affordable Energy (OPAE),i The Kroger 
Company (Kroger), FirstEnergy Solutions Corporation (FES), Paulding Wind Farm 11 LLC 
(Paulding), Appalachian Peace and Justice Network (APJN), Ohio Manufacturers' 
Assodation Energy Group (OMAEG), AEP Retail Energy Partners LLC (AEP Retail), 
Distributed Wind Energy Assodation (DWEA),^ PJM Power Providers Group (P3), 
Constellation NewEnergy, IIK, and Constellation Energy Commodities Group, Inc. 

^ Subsequently, OPAE ffled a motiDn to withdraw from the ESP 2 proceedings and the request granted in 
the Comioission's December 14,2011 Order. 

^ Cta August 4, 2011, DWEA filed a motion to withdraw from fte ESP 2 proceedings. DWEA's request to 
withdraw was granted in the December 14,2011 Order. 
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(Consteflation), COMPETE Coalition (Compete), Natural Resources Defense Coundl 
(NRDC), The Sierra Qub (Sierra), dty of HiUiard, Ohio (Hilliard), Retail Energy Supply 
Assodation (RESA), Exelon Generation Company, LLC (Exelon), city of Grove City, Ohio 
(Grove City), Association of Independent Colleges and Universities of Ohio (AICUO), 
Wal-Mart Stores East, LP and Sam's East, Inc., (Wal-Mart), Dominion Retail, Inc. 
(Dominion Retail), Environmental Law and Policy Center (ELTC), Ohio Environmental 
Council (OEQ, Ormet Primary Altiminiun Corporation (Ormet) and EnerNOC, Inc. 
(EnerNOC). 

On September 7, 2011, numerous parties (Signatory Parties) to the ESP 2 
proceedings filed a Joint Stipulation and Recommendation (Stipulation). The Stiptdation 
proposed to resolve the ESP 2 cases as well as a number of other related AEP-Ohio matters 
pending before the Commission.^ The evidentiary heasing in the iESP 2 cases was 
consoHdated with the related proceedings for the sole purpose of considering fhe 
Stipulation- On December 14, 2011, the Commission issued its Opinion and Order, 
concluding that the Stipulation, as modified by the order, should be adopted and 
approved. As part of the December 14̂  2011, Order, the Corrmiission approved the merger 
of CSP with and into OP, with OF as tiie surviving entity.* 

Several applications for rehearing of the Commission's December 14,2011, Order in 
the ESP 2 and consolidated cases were filed. On February 23,2012, the Commission issued 
its Entry on Rehearing finding that the Stipulation, as a padcage, did not benefit ratepayers 
and was not in the pubHc interest and, thus, did not satisfy the three-part test for the 
consideration of stipulations. AEP-Ohio was directed to provide notice to the Commission 
within 30 days whether it intended to modify or withdraw its ESP. 

C. Pending Modified Hectric Security Plan 

On Maidi 30, 2012, AEP-Ohio filed a modified ESP (modified ESP) for the 
Commission's coi^sideraticffL As proposed, the modified ESP would commence June 1, 
2012, and continue through May 31,2015. As proposed in the application, the Qjmpany 
states for all customer elates, customers in the CSP rate zone wiU experience, on average, 
an increase of two percent annually and customers in the OP rate zone will experience, on 
average, an increase of four percent annually. The modified ESP proposes the recovery of 
other coste through riders during the term of the electric security plan In addition, the 

Inchidrng an emergency curtailment proceeding in Case Nos. 10-343-El^ATA and 10-344-EL-ATA 
(Emergency Curtaihnent Cases); a request for the merger of CSP with OP in Case No. 10-2376-EHJNC 
(Merger Case); llic Commission review of tite state compensation mechanism for the capacity charge to 
be assessed on competitive retail electric servKe (CRES) providers in Case No. 10-2929-EL-UNC 
(Capacity Case); and a request for approval of a medianism to recover defened fuel costs and 
accounting treatment in Case Nos. 11-4920-EL-RDR and 11-4921-EL-RDR (Phase-in Recovary Cases). 
By eirtiy issued on March 7, 2012, the Commission again approved and confirmed fhe merger of CSP 
into OP, effective December 31,2011, in the Merger Case. 
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modified ESP contains provisions addressing distribution service, economic devdopment, 
alternative energy resource requirements, and energy effidency requirements. 

The modified ESP also sets forth that AEP-Ohio will begin an energy auction for 100 
percent of its SSO load beginning in 2015, with fuU delivery and pricing through a 
competitive auction process for AEP-Ohio's ^ O customers beginning in June 2015. 
Beginning six months after the final order in the modified ESP case, the application states 
AEP-Ohio will begin conducting energy auctions for five percent of the SSO load. In 
addition, the modified ESP provides for the elimination of American Electric Power 
Corporation's East Interconnection Pool Agreement and describes the plan for corporate 
separation of AEP-Ohio's generation assets from its distribution and transmission assets. 

In addition to fhe parties previously granted intervention in this matter, foUbwing 
AEP-Ohio's submission of its modified ESP, the following parties, were granted 
intervention on April 26, 2012: Jntetstate Gas Supply, btc (IGS); The Ohio Assodation of 
School Business Offidals, The Ohio School Boards Assodation, The Buckeye Assodation of 
School Administrators, and The Ohio Schools Council (collectively, Ohio Schools); Ohio 
Farm Bureau Federation; Ohio Restaurant Association; Duke Energy Ohio, Inc. (Duke); 
Duke Energy Corrunercial Asset Management Inc. (DECAM); Direct Energy Services, LLC 
and Drrert Energy Business, LLC (Diiert); The Ohio AutomobUe Dealers Assodaticffi 
(OADA); The Dayton Power and Light Company; The Ohio Chapter oi the National 
Federation of Independent Business (NFIB); Ohio Construction Materials Coalition; 
Coundl of Smaller Enterprises; Border Energy Electric Services, Inc.; University of Toledo 
Innovation Enteirprises Corporation; Summit Ethanol, LLC d / b / a POET Biorefining-
Ldpsic and Fostoria Ethanol, LLC d /b /a POET Biorefining-Fostoria (Summit Ethanol); 
city of Upper Arlington, Ohio; Ohio Business Coundl for a Qean Economy; IBEW Local 
Union 1466 (IBEW); dty of HiHsboro, Ohio; and CPV Power Development, Inc. 

D. Summary of the Hearings on Modified Flan 

1. Local Public Hearings 

Four local public hearings were held in order to allow AEP-Ohio's customers the 
opportunity to express their opinions regarding the issues raised within the modified 
application Public hearings were h d d in Canton, Columbus, Chillicothe, and lima. At 
the local hearings, a total of 67 witnesses^ offered testimony: 17 witaesses in Cantoiv 31 
witnesses in Coltunbus, 10 witnesses in Chillicothe, and nine witnesses in Lima. In 
addition to the public testimony, numerous letters were filed in the docket regarding the 
proposed ESP applications. 

One witness, Doug Leathold, testified at both the Columbus and lima public hearings. 
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At each of fhe public hearings, numerous witnesses testified in support of AEP-
Ohio's m^odified ESP. Specifically, many witnesses testified on behalf of commuiuty 
groups and non-profit organizations that praised AEP-Ohio's charitable support to their 
orgaiuzations. Witnesses that testified in favor of the modified ESP also noted that AEP-
Ohio maintains a positive corporate presence and promotes economic development 
endeavors throughout its service territory. Members of local unions testified in support of 
AEP-Ohio's proposaL explaining it would, not only allow AEP-Ohio to retain jobs, but also 
create new jobs as AEP-Ohio continues to expand its infrastructure throughout the region. 

Several residential customers testified at the public hearings in opposition to AEP-
Ohio's modified ESP, noting an increase in customer rates woidd be burdensome in light 
of the current economic recession Many of these witnesses pointed out that low-income 
and fixed-income residential customers would be particularly vulnerable to any rate 
increases. Several witnesses also argued that the proposed application might limit 
customers' ability to shop for a CRES supplier. 

In addition, many witnesses testified on behalf of small business and commerdal 
customers. These witnesses argued the proposed rate increases Virould be burdensome on 
small businesses who cannot take on any dectric rate increase without either laying off 
employees or passing costs on to customers. Representatives on behalf of school districts 
also testified that the modified ESP could create a financial strain on schools throughout 
AEP-Ohio's service territory. 

2. Evidentiary Hearing 

The evidentiary hearing commenced on May 17, 2012. Twelve witoesses testified 
on behalf of AEP-Ohio, 10 witnesses on behalf of the Staff, and 54 witnesses offered 
testimony on behalf of various interveners to the cases. In addition, AEP-Ohio offered 
three witnesses on rebuttal The evidentiary hearing conduded on June 15,2012. Initial 
briefs and reply briefs were due June 29, 2012, and July 9, 2012, respectively. For those 
parties that filed a brief or reply brief addressing seled issues, oral arguments were held 
before the Commission on July 13, ; ^ 2 . 

E. Procedural Matters 

1, Motions to Withdraw 

On May 4, 2012, the dty of Hilliard filed a notice requesting to withdraw as an 
intervenor from the modified K P cases. Also on May 4, 2012, IBEW filed a notice stating 
that it intends to withdraw as an intervenor in these proceedings. The Commission finds 
IBEW's and Hilliard's requests to withdraw reasonable and shovld be granted. 
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2. Motions for a Protective Order 

On May 2,2012, AEP-Ohio filed a motion for a protective order, seeking protective 
treatment of supplemental testimony and corresponding exhibits of AEP-Ohio witness 
Nelson containing confidential and proprietary information relating to the Turning Point 
Solar projed (Turning Point). On May 4, 2012, OMAEG filed a motion for a protective 
order relating to proprietary business information of OSCO Industries, Summitviile Tiles, 
Belden Brick, Whirlpool Corporation, Lima Refining, and AMG Vanadium. Also, on May 
4, 2012, lEU filed a motion for a protective order seeking to protect confidential and 
proprietary information contained within witness Kevin Murray's testimony. FES filed a 
motion for protective treatment on May 4, 2012, for confidential items contained in 
attachments to witaess Jonathan Lesser's testimony. In addition, Exdon filed a motion for 
protective order seeking protection of confidential and proprietary information contained 
within witness Fein's direct testimony. On May 11, 2012, AEP-Ohio filed an additional 
motion for protective order to support the protection of confidential AEP-Ohio 
information contained within DEU witness Murray, FES witness Lesser, and Exdc«i 
witness Fein's testimony. Finally, on the record in these proceedings May 17, 2012, AEP-
Ohio also sought the continuation of protective treatment of exhibits attached to AEP-Ohio 
witness Jay Godfrey, as previously set forth in AEP-Ohio's July 1, 2011, motion for a 
protective order (Tr. at 24). 

At the evidentiary hearing on May 17, 2012, tiie attorney examiners granted the 
motions for protective order, finding the information sj>ecified within the parties' motions 
constitutes confidential, proprietary, and trade secret information, and meets the 
requirements contained within Rule 4901-1-24, Ohio Administrative Code (O.A,C.) (Id. at 
23-24). Rule 4901:1-24(F), O.A.C, provides that, unless otherwise ordered, protective 
orders prohibiting pubHc disdosure pursuant to Rule 4901:1-24(D), OA.C., shall 
automatically expire after 18 months. Therefore, confidential treatment shall be afforded 
for a period ending 18 iru>nths from the date of this order, irntU February 8, 2014 Until 
that date, the Docketing Division should maintain, under seal, the conditional diagrams, 
filed tmder seal. Rule 4901:1-24(F), O.A.C, requires any party wishing to extend a 
protective order to file an appropriate motion at least 45 days in advance of the expiration 
date, including a detailed discussion of the need for continued protection from disdosture. 
If no such motion to extend confidential treatment is filed, the Commission may rdease 
this information without prior notice to the parties. 

In addition, on June 29, 2012, lEU and Ormet filed motions for protective order 
regarding items contained within their initial briefs. Specifically, both the information for 
which lEU and Ormet's are seeking confidential treatment was already determined to be 
confidential in the evidentiary hearing and was discussed in a dosed record. On July 5, 
2012, AEP-Ohio filed a motion for protective order over the items contained wdthin Ormet 
and EEU's briefs, noting that it contains proprietary and trade secret information On July 
9, Ormet filed an additional motion for protective order for the same iiiformation, which it 
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also induded in its reply brief filed on July 9,201Z Similarly, AEP-Ohio filed a motion for 
protective order on July 12,2012, in support of Ormet's motion, as it contains AEP-Ohio's 
confidential trade secret information As the attorney examiners previously found the 
information contained within the lEU and Ormef s initial briefe and Ormet's reply brief 
was confidential in the evidentiary hearing, we affirm this decision and find tiiat 
confidential treatment shall be affordied for a period ending 18 months from the date of 
this order, imtil February 8,2014. 

3. Requests for Review of Procedural Rulings 

lEU argues that the record improperly indudes evidence of stipulations as 
precedent Specifically, EEU argues that several witnesses rehed on Duke Energy-Ohio's 
ESP to indicate that certain proposed riders were appropriate. EEU also points out that a 
witness relied on AEP-Ohio's distribution rate case stipulation as evidence of AEP-Ohio's 
capital structure. lEU daims that these stipulations expressly state that no party or 
Commission order may dte to a stipulation as precedent, and accordingly, lEU requests 
that the references to stipulations be struck. 

The Commission finds that EEU's request to strike portions of the record should be 
denied. We acknowledge that individual components agreed to by parties in one 
proceeding should not be binding on fhe parties in other proceedings, but we find that 
references to other stipulations in this proceeding were limited in scope and did not create 
any prejudicial impart on parties that signed the stipulations. Consistent with our Finding 
and Order in Case No. 11-5333-EL-UNC, we also note that, while parties may agree not to 
be bound by the provisions contained within a stipulation, these limitations do not extend 
to the Commission. 

In addition, lEU daims the attorney examiners improperly denied EEU's motions to 
compel discovery. In its motions to compel discovery, lEU sought information related to 
AEP-Ohio's forecasts of the RPM price for capadty, which lEU alleges would have 
provided information relating to the transfer of AEP-Ohio's Amos and Mitchell generating 
units. 

The Commission finds the attorney examiners' denials of EEU's motions to compd 
discovery were proper and should be upheld. As noted in AEP-Ohio's memorandum 
contra the motion to compel, the information lEU sought relates to AEP-Ohio forecasts 
beyond the period of this modified K P . As these proceedings relate to the 
appropriateness of AEP-Ohio's modified ESP, we find tiiat any forecasts beyond the terms 
contained within AEP-Ohio's application are irrelevant and unlikdy to lead to 
discoverable information Accordingly, the attorney examiners' ruling is affirmed. 

On July 13, 2012, OCC filed a motion to strike four specific portions of AEP-Ohio's 
reply brief at pages 29-30,33^, 68-69,97-99, induding footnotes, and attachments A and 
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B, as OCC asserts the information is not based on the record in the modified ESP 
proceeding but reflects the Commission's Order issued in the Capadty Case on July 2, 
201Z OCC submits that the Commission has previously recognized that "it is improper to 
rely on claicns in the brief that are unsupported by evidence vdthin the record." In this 
instance, OCC points out that AEP-Ohio attached to its reply brief, documents that were 
not part of the record evidence or designated late-filed exhibits, a statement by Standard 
and Poor's (Attachment A) and the Company's recalculation of its ESP/MRO test 
(Attachment B) based on the Commission's decision in the Capadty Case. Since neither 
document is part of the modified ESP record evidence, OCC reasons that tiie attachments 
are hearsay which are not excused by any exception to the hearsay rule, OCC also notes 
that the reply brief iiKludes discussion of recent storms in the Midwest and the East Coast, 
and there is nothing in the record regarding the strength of the winds or the ability of the 
Company's system to withstand hurricane force winds. Fiuthermore, neither the 
attachments nor AEP-Ohio's assertions was subjeded to cross-examination by the parties 
nor the parties afforded an opportunity to rebut the associated arguments of the 
Company. For these reasons, OCC requests that Attachments A and B and the specified 
portiorts of ti:ie reply brief be stricken. . 

In its memorandum contra, AEP-Ohio asserts tihat discussion of matters related to 
the Commission's Capacity Case decision were appropriate. AEP-Ohio notes that it is fair 
to rely on a Conunission opinion and order and reasonable to consider the impart of the 
Capadty Case on these proceedings, as evidenced by Commission questions during the 
oral.arguments held on July 13, 2012. In addition, AEP-Ohio points out that several 
parties' reply briefs also induded significant discussion of the impart of the Capacity Case 
on the modified ESP. Sinularly, AEP-Ohio notes that the attachments indicate the finandal 
impart of the Capadty Case on AEP-Ohio, and that flie items are consistent with the 
testimony of AEP-Ohio witness Hawkins. Finally, AEP-Ohio provides that its references 
to major storms that occurred this sim:imer relate to customer expectations and AEP-
Ohio's need for the DIR. 

The Conraiission finds fhat OCC's motion to strike portions of AEP-Ohio's reply 
brief shotald be derued. The Company's reply brief reports the impact of the 
Commission's Order in the Capadty Case based on subject matters and information 
subjeded to extensive cross-examination by the parties in the course of this proceeding. 
Furthermore, several of the parties to this proceeding discuss m their respective reply 
briefs the Order in tiie Capadty Case For these reasons, ŵ e condude that it would be 
improper to strike the portions of AEP-Ohio's reply brief, including Attachment B, which 
reflert AEP-Ohio's interpretation of the Conmtission .Capadty Order as requested by OCC 
We, likewise, deny OCCs request to strike the Companjr's reference to recent storms, 
where the Company offered support for its position on customer reliabihty expectations. 
Customer service rdiability was an issue raised and discussed by AEP-Ohio as w d l as 
OCC. However, Attachment A to tiie Company's reply brief is a July 2, !M12 statement by 
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Standard & Poor's regarding fhe effect of the Commission's Capadty Charge Order, and 
should be strickeru We find that the Company's Attachment A is not part of the record 
and should not be considered by the Commission in this proceeding. 

Oil July 20,2012, OCC/APJN filed a motion to take administrative notice of several 
items contained within the record of the Capadty Case. Specifically, OCC/APJN seek 
administrative notice of pages 3, 9, and 12 of the dirert testimony of AEP-Ohio witaess 
Munczinski, pages 19-20 of the rebuttal testimony of AEP-Ohio witness Allen, pages 304, 
348-350, and 815 of the hearing transcripts, and AEP-Ohio's post-hearing initial and reply 
briefs. OCC/APJN opine that the record should be expanded to indude these materials in 
order to have a more thorough record on issues pertaining to customer rates. Further, 
OCC/APJN state that no parties would be prejudiced as parties, particularly those 
involved in the Capadty Case, who had opportunities to explain and rebut these items. 

AEP-Ohio filed a memorandum contra OCC/APJN's motion on July 24,2012. AEP-
Ohio argues that OCC/APJN improperly seeks to add documents into the record at this 
late stage, is not only inappropriate, but also unnecessary as there are no further actions to 
these proceedings except the Commission opinion and order and rehearing. AEP-Ohio 
notes the ODmmission has broad discretion in handling its proceedings, but points out that 
the small subset of information could have a prejudicial effed to parties, and due process 
wotild require fliat other parties be permitted to add other items to the record. In 
addition, AEP-Ohio explains that OCC/APJN had the opportunity in the ESP proceedings 
to furtiher explore areas of the Capadty Case that were related to parts of fhe modified 
ESP. 

On August 6, 2012, FES also filed a memorandum contra OCC/APJN's motion. On 
August 7, 2012, OCC/APJN filed a motion to sfaike FE^s memorandum contra, hi 
support of its motion to strike, OCC/APJN argues that FES filed its memorandum contra 
17 days after OCC/APJN filed its motion, past the procedural deadlines established by 
attorney examiner entry issued April 2, 2012. The Commission finds that OCC/APJN's 
motion to strike FES's memorandum contra OCC/APJN's motion should be granted. By 
entry issued April 2, 2012, the attorney examiner set an expedited procedural schedule 
establishing that any memoranda contra be filed within five calendar days after the service 
of any motions. Therefore, as FES filed its memorandum contra 17 days after OCC/APJN 
filed its motion, OCC/APJN's motion to strike shall be granted. 

The Commission finds that OCCs motion to take administrative notice shotild be 
denied. AEP-Ohio correctiy points out tfiat the timing of CXZC/APJN's request is 
troublesome and problematic. While fhe Commission has broad discretion to take 
administrative notice, it must be done in a manner that does not harm or prejudice any 
other parties that are partidpating in these proceedings. Were the Conmiission to take 
notice of this narrow window of information, we would be allowii^ a party to supplenent 
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the record in a misleading manner. Further, while we acknowledge fhat parties may rdy 
on fhe Commission's order in the Capacity Case, as it speaks for itself, to show effects on 
items in this proceeding, to ecdtisivdy select narrow and focused items in an attempt to 
supplement the record is not appropriate. Accordingly, we deny OCC's motion 

n. DISCUSSION 

A. Applicable Law 

Chapter 4928 of the Revised Code provides an integrated system of regulation in 
which specific provisions were designed to advance state polides of ensuring access to 
adequate, reliable, and reasonably priced dectric service in the context of significant 
economic and environmental challenges. In reviewing AEP-Ohio's application, the 
Commission is cognizant of the challenges facing Ohioans and the dectric industry and 
will be guided by the poHdes of the state as established by the General Assembly in 
Section 4928.02, Revised Code, amended by Senate Bffl 221 (SB 221). 

Section 4928.02, Revised Code, states that it is the policy of the state, inter alia, to: 

(1) Ensure the availability to consumers of adequate, reliable, safe, 
efficient, nondiscriminatory, and reasonably priced retail 
electric service. 

(2) Ensure the availabiHty of unbundled and comparable retail 
electric service. 

(3) Ensure diversity of dectric supplies and suppliers. 

(4) Encourage innovation and markd access for cost-effective 
supply- and demand-side retail electric service including, but 
not limited to, demand-side management (DSM), time-
differentiated pricing, and implementation of advanced 
metering infrastructure (AMI). 

(5) Encourage cost-effective and effident access to information 
regarding the operation of the transmission and distribution 
systems in order to promote both effective customer choice and 
the devdopment of performance standards and targets for 
service quality. 

(6) Ensure effective retail competition by avoiding anticompetitive 
subsidies. 
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(7) Ensure retail consumers protection against unreasonable sales 
practices, market defidendes, and market power. 

(8) Provide a means of giving incentives to technologies that can 
adapt to potential environmental mandates. 

(9) Encotu-age implementation of distributed generation across 
customer classes by reviewing and updating rules governing 
issues such as interconnection, standby charges, and net 
metering. 

(10) Protert at-risk populations including, but not limited to, when 
considering tiie implementation of any new advanced energy 
or renewable energy resource. 

In addition, SB 221 enacted Section 4928.141, Revised Code, which provides that 
effective January 1,2009, electric utilities must provide consim:ieis with an ^ O consisting 
of either a market rate offer (MRO) or an K P . The SSO is to serve as the dectric utility's 
default SSO, 

AEP-Ohio's modified application in this proceeding proposes an ESP pursuant to 
Section 4928.141, Revised Code. Paragraph (B) of Section 4928.141, Revised Code, requires 
the Commission to hold a hearing on an application filed under Section 4928.143, Revised 
Code, to send notice of the hearing to the electric utility, and to publish notice in a 
newspaper of general circulation in each county in die electric utility's certified territory. • 

Section 4928.143, Revised Code sets out the requirements for an ESP. Under 
paragraph (B) of Section 4928.143, Revised Code an ESP must indude provisions relating 
to fhe supply and pricing of generation service. The WP, according to paragraph (B)(2) of 
Section 4928.143, Revised Code, may also provide for the automatic recovery of certain 
costs, a reasonable allowance for certain construction work in progress (CWEP), an 
unavoidable surcharge for the cost of certain new generation facilities, conditions or 
charges rdating to customer shopping, automatic increases or decreases, provisions to 
allow securitization of any phase-in of the SSO price, provisions relating to transmission-
rdated costs, provisions related to distribution service, and provisions regarding economic 
development 

The statute provides that tiie Commission is required to approve, or modify and 
approve the ESP, if the KP , iricluding its pricing and all other terms and conditions, 
induding deferrals and future recovery of deferrals, is more favorable in the aggregate as 
compared to the expected restdts that wotild otherwise apply in an MRO under Section 
4928.142, Revised Code. In addition, the Commission must rejert an ESP that contains a 
surcharge for CWIP or for new generation facilities if tiie benefits derived for any purpose 
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for which the smrcharge is established are not reserved or made available to those that bear 
the surcharge. 

B. Analysis of the Application 

1. Base Generation Rates 

As part of its modified ESP application, AEP-Ohio proposes to freeze base 
generation r a t ^ until all rates are established through a competitive Mdding process. 
AEP-Ohio maintains that the fixed pricing is a benefit to customers by providing 
reasonably priced electridty in furtherance of Section 4928.02(A), Revised Code. AEP-
Ohio explains that while the base generation rates will remain fi'ozen, it wiU relocate the 
current Environmental Investment Carrying Cost Rider ^ C C R ) into the base generation 
rates, which will result in the elimination of the EICCR. AEP-Ohio witness Roush 
provides the change is merely a roll in and will be "biU neutral" for all AEP-Ohio 
customers (AEP-Ohio Ex. 118 at 8; AEP-Ohio Ex. I l l at 10-11). 

While AEP-Ohio's base generation rates will be frozen under fixe modified ESP, 
AEP-Ohio witness Roush notes that the generation rates are based on cost relationships, 
and indude cross-subsidies among tariff classes, which, upon dass rates being based on an 
auction, may result in certain customer dasses being disproportionately impacted by rate 
changes. Mr. Roush notes that residential customers with high winter usage may face 
imexperted impacts, but that a possible solution may be to phase-out lower rates for higji 
winter tisage customers (W. at 14-15). 

OADA supports the adoption of the base generation rate design as proposed, 
advocating that the consistency in the rate design is beneficial for GS-2 customers (OADA 
Br. at 2).. OCC and APJN daim that frozen base generation rates is not a benefit to 
customers, as the price of dectricity offered by C R K providers have declined and may 
continue to dedine ttvrough the term of the ESP (OCC Ex. I l l at 15). OCC and APJN also 
point out that the indusion of numerous riders, induding the retail stability rider (RSR) 
and the deferral created in the Capadty Case will result in increases in the rates residential. 
aistomers continue to pay. (OCC/APJN Br. at 43-44.) 

The Commission finds tiiat AEP-Ohio's proposed base generation rates are 
reasonable. We note that AEP-Ohio's base generation rate design was generally 
unopposed, as most parties supported AEP-Ohio's proposal to keep base generation rates 
frozen Although OCC and APJN condude that fhe base generation rate plan does not 
benefit customers, OCC and APJN failed to justify iheir assertion and offer no evidence 
within the record ofher than fhe fad that the modified ESP contains several riders. 
Accordingly, the modified ESPs base generation rates should be approved. In additioiv as 
AEP-Ohio raised the possibility of disproportionate rate impacts on customers when dass 
rates are set by auction, we dirert the attorney examiners to establish a new docket within 
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90 days from the date of this opiruon and order and issue an entry establishing a 
procedural schedule to allow Staff and any interested party to consider means to mitigate 
any potential adverse rate impacts for customers upon rates being set by auction. Fmther, 
the Commission reserves the right to implement a new base generation rate design on a 
revenue neutral basis for aU customer classes at any time during the term of the modified 
ESP. 

Z Fuel Adjtistment Clause and Alternative Energy Rider 

(a) Fud Adjustment Clause 

The Commission approved the current fuel adjustment clause (FAC) mechanism in 
the Company's ESP 1 case pmsuant to Section 4928.143(B)(2)(a), Revised Code.^ In ffiis 
modified ESP appHcation, AJBP-Ohio requests continuation of the current FAC mechanism, 
with modifications. The Company proposes to modify the FAC by separating out the 
renewable energy credit (REC) expense component of the fud clause and recovering the 
REC expense t h r o u ^ the newly proposed alternative energy rider (AER) m.echanism. The 
Company also requests approval to uitify the CSP and OP FAC rates into a single FAC rate 
effective June 2013. AEP-Ohio reasons that ddaying unification of the FAC rates until 
June 2013, to coindde with the implementation of the Phase-In Recovery Rider (PIRR), 
linuts the impact on both CSP and OP rate zones which results in a net decrease in rates of 
$0.69 per megawatt hour (MWh) for a typical CSP transmission voltage customer and a net 
increase in rates of $0.02 per MWh for a typical OP transmission voltage customer. (AEP-
Ohio Ex. I l l at 5-6; AEP-Ohio Ex. 103 at 14-20.) 

Beginning January 1, 2014, after corporate separation is effective, AEP-Ohio's 
generation affiliate, AEP Generation Resources h\c. (GenResources), will bill AEP-Ohio its 
actual fuel costs in the same maimer and detail as currentiy performed by AEP-Ohio, and 
the costs will continue to be recovered through the FAC. As a component of the modified 
ESP, AEP-Ohio proposes that as of January 1, 2015, all energy and capadty to serve the 
Company's ^ O load be supplied by auction, whereupon the FAC mechanism will no 
longer be necessary. (AEP-Ohio Ex. 103 at 14-20.) 

In opposition to the FAC, Ormet argues that the FAC has caused significant 
mcreases in the cost of electric service, rising 22 percent for GS4 customers since 2011. 
Ormet asks that the Commission temper the impart of FAC increases and improve the 
transparency of the cause for increasing FAC costs, as well as reconsider the FAC rate 
design, to avoid cost shifts between low load factor customers and high load factor 
customers. Ormd, a 98.5 percent load fador customer, asserts that it pays an equal share 
of the FAC costs as a customer tiiat uses all its energy on-peak. As such, Ormet contends 
tiiat the FAC rate design violates the principle of cost causation Ormet suggests that this 

In re AEP-OJria, ESP 1 Order at 13-15 (March 18,2009). 
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modified ESP presents the Commission with the opportunity, as it is within the 
Commission's jurisdiction, to redesign the FAC, such that FAC costs are separated into 
charges which reflert on-peak and off-peak usage. (Qnnet Ex. 106B at 19; Ormet Br. at 13-
15; Ormet Reply Br. at 14-16.) 

The Company responds that Ormet's arguments on the FAC reflect improper 
calculations and is based on forecasted FAC rates. More importantiy, AEP-Ohio points 
out that fhe FAC is ultimately based on actual FAC costs and any increases in tiie FAC rate 
caimot appropriatdy be attributed to the modified ESP. Ormet is served by AEP-Ohio 
pursuant to a unique arrangement and as such avoids charges that other similarly situated 
customers pay; however, &e Company requests that Ormd not be permitted to avoid fud 
costs. (AEP-Ohio Reply Br. at 5-6.) 

The Commission notes that currentiy, through the FAC mechanism, AEP-Ohio 
recovers prudently incurred fud and assodated costs, iiKluding consumables rdated to 
environmental comphance, pmchase power costs, emission allowances, and costs 
assodated vdth carbon-based taxes. We note that, since January 1, 2012, AEP-Ohio has 
been collecting its full fud expense and no further fud expenses are being deferred. 

We interpret Ormet's arguments to more accuratdy request the institution of a fud 
rate cap on the FAC or to revise fhe FAC rate design The Commission rejects Ormd's 
request to review and redesign the FAC. The FAC rate mechanism is reconciled to actual 
FAC costs each quarter and annually audited for accounting accuracy and pruriency. 
Furthermore, as ./^P-Ohio notes, Ormet's rates are set pmsuant to its unique arrangement 
as opposed to the Company's SSO rates paid by other high load industrial and commercial 
customers. By way of Ormet's unique arrangement, Ormet is provided some rate stabihty 
and rate certainty and we see no need to redesign the FAC for Ormet's benefit No other 
intervener took issue with the continuation and the proposed modification of the FAC. 
The Commission finds that the FAC rates should continue on a separate rate zone basis. 
We nOte that there are a few Commission proceeding pending that vdll affect the FAC 
rate for each rate zone which the Commission believes wiU be better reviewed and 
adjusted if the FAC mechanisms remain distinguishable. Further, as discussed, below, 
maintaining FAC rates on a separate basis is na:essary to be consistent with our decision 
regarding recovery of the PIRR. 

(b) Alternative Energy Rider 

As noted above, AEP-Ohio proposes to begin recovery of REC expenses, associated 
with renewable energy purchase agreements (REPAs) or REC purchases by means of tile 
new AER mechanism to be effective with this modified ESP. With the proposed 
modification, the Company vdU continue to recover the energy and capacity components 
of renewable energy cost t h r o u ^ the FAC, until the FAC expires. After tiie FAC ends, 
energy and capadty assodated with REPAs wiU be sold into the PJM Interconnection, LLC 
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(PJM) market and offset the total cost of the REPAs, with the balance of REC expense to be 
recovered from SSO customers through the AER. AEP-Ohio proposes that the AER be 
bypassable for shopping customers. The Company also proposes that where the REC is 
part of fhe REP A, the value of each component be based on the residual method using the 
monthly average PJM market price to value the energy component, the capacity -will he 
valued using the price at which it can be sold into the PJM market and the remaining value 
would constitute fhe cost of the REC. The AER mechanism, according to AEP-Ohio, is 
consistent with Section 4928.143(B)(2)(a), Revised Code, and is essentially a partial 
unbundling of the FAC to provide greater price visibility of prudentiy-incurred REC 
comphance costs under Section 4928.66, Revised Code. The Company will make quarterly 
filings, in conjunction with the FAC, to fadtitate the audit of the AER. AEP-Ohio reasons 
that the establishment of the AER for recovery of costs is imcontested, reasonable, and 
should be approved. The Company argues continuation and unification of the FAC and 
devdopment and implementation of the AER, is reasonable and should be approved. 
(AEP-Ohio Ex. 103 at 18-19.) 

Staff endorses the Company's request to continue and consolidate the FAC rates 
for CSP and OP rate zones and to redassify fhe RECs and REPA components for recovery 
through the AER, as proposed by fhe Company. However, Staff recommends tiiat annual 
AER audit procedittes be established and that the AER audit be conducted by the same 
auditor and in conjunction with the FAC audit to determine fhe appropriateness and 
recoverability of costs as a part of and between the AER and FAC mechanisms. As to the 
allocation of cost components. Staff agrees with the Company's proposal to allocate cost 
components of bundled products but suggests that the auditor detail how to best 
determine the cost components and how to apply the allcxration to specific situations in the 
context of the FAC/AER audits. Staff recommends, and the Company agrees, that the 
auditor's allocation process be applied to AEP-Ohio's renewable generation from existing 
generation fedhties. (Staff Ex. 104 at 2-3.) 

No party took exception to the implementation of the AER mechanism. As 
proposed by AEP-Ohio, continuation of the FAC and establishment of the AER, through 
this modified K P , is consistent with Section 4928.143(B)(2)(a), Revised Code, for tiie 
recovery of pnidentiy incurred fuel costs and fuel-related costs and alternative energy and 
associated costs. We find the Company's proposal to continue fhe FAC and create the 
AER to better distinguish fud and alternative energy costs to be r ^ o n a b l e and 
appropriate during the term of the modified K P . We approve the continuation of the 
FAC and implementation of the AER mechanisms, consistent with the audit 
recommendations made by Staff. The next audit of AEP-Ohio's FAC shall also indude an 
audit of the AER mechanisms and the allegation method for classification of the REPA 
components and their respective values. In aU other respects, the Commission approves 
the continuation of the FAC rate mechanisms and tiie creation of the AER rate mechanism 
for e^zh rate zone. 
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3. Timber Road 

AEP-Ohio states that it conduded a request for proposal (RFP) process to 
competitively bid and secure additional renewable resources. As a result of AEP- Ohio's 
need for in-state renewables, AEP-Ohio only considered bids for projects in Ohio, and 
xiltimatdy selected the proposal from Paulding for its Timber Road wind farm-
Specifically, the Tunber Road REPA will provide AEP-Ohio a 99 MW portion of Timber 
Road's dectiical output, capadty and environmental attributes for 20 years as necessary 
for tiie Company to meet its increasing renewable energy benchmarks as required by 
Section 4928.64(Q(3), Revised Code. (AEP-Ohio Ex. 109 at 10-15; Paulding Ex. 101 at 1-4.) 

AEP-Ohio testified that the 20-year agreement facilitates long-term financing by the 
devdoper, reduces up front costs, and allows for price certainty for AEP-Ohio customeis. 
Paulding offers that although the project is capital intensive the fact that there are no fud 
costs equates to no significant cost variables creating long-term risk for customers. AEP-
Ohio argues fhat the Timber Road REPA provides the Company and its customers, with 
access to affordable renewable energy from an ui-state resource supporting the state policy 
to facihtate the state's effectiveness in the global economy. Section 4928.02(N), Revised 
Code. (AEP-Ohio Ex 109 at 16-18; Paulding Ex. 101 at 4-5.) 

Staff supports AEP-Ohio's REPA with Paulding and fhe Timber Road contrart as 
reasonable and prudent Accordingly, Staff advocates its approval and that AEP-Ohio be 
permitted to recover costs assodated with energy, capacity, and RECs outiined in fhe 
contract;, subjert to aimuai FAC and AER audits. The Company agrees with Staff that the 
implementation of the Timber Road REPA should be subjert to tlie FAC and AER audit, as 
offered in the testimony of AEP-Ohio witness Nelson. AEP-Ohio commits to acquiring 
RECs to meet its portfolio requirements on behalf of its SSO load and to recover the costs 
through the AER once die FAC is terminated. (Staff Ex.' 103 at 2-3; Tr. at 2498-2499; AEP-
Ohio Ex. 103 at 18.) 

The Commission finds tiiat the long-term Tunber Road REPA promotes diversity of 
supply, consistent with state polides set forth in Section 4928.02, Revised Code. Further, 
based on fhe evidence of record, the Timber Road prefect benefits Ohio consiuners and 
supports the Ohio economy. Accordingly, the Commission finds it reasonable and 
appropriate to allow the Company to recover fhe cost of the Timber Road REPA through 
the bypassable FAC/AER medianisms. 

4. Generation Resource Rider 

AEP-Ohio requests establishment of a non-bypassable. Generation Resource Rider 
(GRR) pursuant to Section 4^.143(B)(2), Revised Code, to recover tiie cost of new 
generation resources induding, but not limited to, renewable capadty that the Company 
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owns or operates for the benefit of Ohio customds. At this time, the Company proposes 
the rider as a placeholder and expects fhat the only prc^ert to be induded in the GRR wfll 
be the Turning Point facility, assuming need is established in Case Nos. 10-501-EL-FOR 
and 10-502-EL-FOR.7 To 'ix dear, although the Company provided an estimate of the 
revenue reqmrement for the Turning Point project, as requested by the Commission, AEP-
Ohio is not seeking recovery of any costs for the Turning Point fadlity in this ESP. The 
Company asks fhat the GRR be established at zero with the amount of the rider to be 
determined, and the remaining statutory requirements to be met, as part of a subsequent 
Commission proceeding. (AEP-Ohio Ex. 103 at 20-21; AEP-Ohio Ex. 104; Tr. at 2514,599, 
1170,2139- 2140.) 

UTEE encourages tiie Commission's approval of fhe GRR as a regulatory 
mechanism pursuant to the authority granted under Section 4928.143(B)(2)(c), Revised 
Code, to adopt a non-bypassable surcharge for new electric generation (UTIE Br. at 1-2). 
NRDC and OEC support the proposed GRR, including the Timber Road REPA and tiie 
Turning Point projert, with certain modifications, as permitted imder Section 
4928.143(B)(2)(c), Revised Code. NRDC and OEC recommend that tiie GRR be hmited to 
only renewable and alternative energy projects or qualified energy efficiency projects, and 
also recommend that the Company devdop a crediting system to ensure that shopping 
customers do not pay twice for renewable energy. IvlRDC and OEC reason fhat AEP-Ohio 
could make the RECs available to CRES providers based on the CRES provider's share of 
the load served or by liquidating the RECs in the markd and crediting tlie revenue to the 
GRR. (NRDC Ex. 101 at 11; NRDC/OEC Reply Br. at 1.) 

However, while Staff does not foresee any need for additional generation by AEP-
Ohio, Staff and UTIE acknowledge and endorse the adoption of the GRR mechanism to 
fedlitate the Commission's allowance for the construction of new generation facilities 
(Staff Ex. 110 at 7; Tr. at 4599; UTIE Reply Br. 1-2). 

On the other hand, numerous interveners oppose the adoption of the GRR. IGS 
requests that the Commission reject the GRR or if it is not rejeded, that the GRR be made 
bypassable or modified so the benefits flow to shopping customers (IGS Ex. 101 at 27-28). 
Wal-Mart requests tiiat the GRR not be imposed on shopping customers because approval, 
of a non-bypassable GRR would violate cost causation prindples, send an incorrect price 
signal, and cause shopping customers to pay twice but receive no benefit (Wal-Mart Ex. 
101 at 5-6). 

A sti^pulation between ttie Company and fhe Staff was filed agreeing, among other things, that as a result 
of the reqniremente of Sections 4928.143(B)(2)(c) and 4928.64(B)(2), Revised Code, which require AEP-
Ohio to obtain alternative energy resources including solar resonrces in Ohio, ^te Commission should 
find that there is a i»eed for the 49.9 MW Turning Point Solar project The Commission decision in the 
case is pending. 
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RESA and Dired contend that the GRR will inhibit the growth of fhe competitive 
retail dectric market and violates fhe state poHcy set forth in Section 4928-02(H), Revised 
Code, which prohibits the collection of generation-based rates through a non-b)rp:assabIe 
rider. Similarly, IGS reasons that the GRR is intended to recover the cost for new 
generation to serve SSO customers and, therdore, the GRR amoxmts to an anticompetitive 
subsidy on CRES providers for the benefit of noncompetitive retail dectric service, or, 
according to Wal-Mart, requires shopping customers to pay twice. IGS recommends that 
AEP-Ohio develop renewable energy projects on its own with recovery through market 
prices. RESA and Direct reason that AEP-Ohio's request is premature and creates 
imcertainty for CRES providers who are also required to comply with Ohio's renewable 
energy portfolio standards. RESA and Dired contend tfiat, to the extent the Commission 
adopts the GRR, the GRR should not be assessed to shopping customers. RESA and EHred 
propose that fhe GRR be set at zero and incorporation of the Turning Point project oar other 
facilities should occur in a separate case. (RESA Ex. 102 at 12; RESA/Dired Br. 18-21; IGS 
Br. at 13; Wal-Mart Ex. 101 at 5.) 

To make the GRR benefit shopping and non-shopping customers, IGS suggests that 
AEP-Ohio sell the generated electridty on fhe markd with revenues to be credited against 
the GRR or the renewable energy credits used to meet the requirements for all customers. 
IGS notes that AEP-Ohio witnesses agree fhat crediting the revenues against tlie GRR is 
reasonable. (IGS Ex. 101 at 27-28; Tr. 599,1169-1170.) 

OCC, APJN, lEU and ¥SS contend that AEP-Ohio has inappropriatdy conflated 
two unrelated statutes. Sections 4928.143(B)(2)(c) and 49:^.64, Revised Code, ui support of 
the GRR. The goals of the two sections are different according to the interpretation oi the 
aforementioned interveners. They contend that the purpose of Section 4928.64, Revised 
Code, is to require dectric distribution utilities and CRES providers to comply with 
renewable energy benchmarks and paragraph (E) of Section 4928,64 Revised Code, directs 
fhat costs incurred to comply vwth the renewable energy benchmarks shall be bjrpassable. 
Whereas, according to lEU and PES, Section 4928.143(B)(2)(c), Revised Code, permits fhe 
Commission to implement a markd safety valve under specific requirements should Ohio 
require additional generation FES notes that AEP-Ohio has sufficient energy and capacity 
for the foreseeable future. lEU and FES interpret the two statutory provisions to 
affirmativdy deny non-bypassable cost recovery tmder Section 4928.143(B)(2)(c), Revised 
Code, for renewable energy projects. lEU and FES contend that their interpretation is 
confirmed by the language in Section 4928.1^(B), Revised Code, which states 
"Notwithstanding any other provision of Tide XLDC of the Revised Code to the contrary 
except. ..division (E) of section 4928.64 " Thus, FES reasons the Commission JB expressly 
prohibited from authorizing a provision of an ESP which conflicts with Section 4928.64(E), 
Revised Code, (FES Br. at 87-90; lEU Br. 74-76; Tr. at 226-227.) 

Further, lEU, FES, OCC, IGS and APJN aigue that the statiite i^uires, and AEP-
Ohio has failed to demonstrate, the need for and the terms and conditions of recovery for 
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the Turning Point project in this proceeding pursuant to Section 4928.143(B)(2)(c), Revised 
Code. Finally, EEU submits that AEP-Ohio has failed to offer any evidence as to the effed 
of the GRR on governmental aggregation, as required in accordance with the 
Commission's obligation under Section 4928.20(K), Revised Code. For these reasons, lEU, 
IGS, FES, OCC and APJN request that the Company's request to implement the GRR be 
denied- (Tr. 1170,570-574, 2644-2646; FES Br. at 87-94; FES Reply Br. at 22-24, IGS Reply 
Br. at 5-6; OCC/APJN Br. at 84-85; lEU Br. 74^76.) 

Staff notes that there are a number of statutory requirements pursuant to Section 
4928.143(B)(2)(c), Revised Code, that OP has not satisfied as a part of this modified ESP 
proceeding but will be addressed in a future proceeding, induding the cost of the 
proposed fadHty, alternatives tor satisfying the in-state solar requirements, a 
demonstration that Turning Point was or vnil he souiced by a competitive bid process, the 
facility is newly used and useful on or after January 1, 2009, the facility's output is 
dedicated to Ohio consumers and &e cost of the facility, among other issues. Staff notes 
the need for the Turning Point facility has been raised by parties in another case and a 
decision by the Commission is pending.^ Staff emphasizes that the statutory requirements 
would need to be addressed, and a decision made by the Commission, before recovery 
could commence via the GRR mechanism. Further, Staff suggests that it is in this future 
proceeding that parties should explore whether the GRR should be applied to shopping 
customers. (Staff Ex. 106 at 11-14.) 

FES responds that fhe language of Section 4928-143(B)(2)(c), Revised Code, omits 
any asserted discretion of the Commission to consider the requirements to comply with 
the statute outside of the ESP case, as AEP-Ohio and Staff offer. Nor is it sufficient poHcy 
support, according to FES and IGS, tiiat customers may transition from shopping to non-
shopping and back during fhe useful life of the Turning Point facility as claimed by AEP-
Ohio. The interveners argue AEP-Ohio overlooks that, as proposed by the Company, the 
load of all its non-shopping customers will be up for bid as of Jxme 1, 2015. With that in 
mind, FES ponders why customers of AEP-Ohio competitors should pay for AEP-Ohio 
facihties after May 31,2015. (FES Reply Br. at 2^25; IGS Reply Br. at 4.) 

UTIE notes that parties that oppose the approval of. fhe GRR, on the premise tiiat it 
will require shopping customers to pay twice, overlook AEP-Ohio's proposal to allocate 
RECs between shopping and non-shopping customers, to sdl the energy and capadty 
from the Turning Point facility into tiie market and credit such transactions against the 
GRR (UTIE Reply Br. at 2). 

NRDC and OEC respond that it is disingenuous for parties to argue that 
establishing a placeholder rider as a part of an ESP is unlawfuL The Commission has 
adopted placeholder riders in several previous Commission cases for AEP-Ohio, Duke 

8 Case Nos. 1C>-50T-EL-FOR and 10-502-EL-FOR. 
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Energy Ohio and the FirstEnergy oparating companies.^ Further, NRDC and OEC note 
that no party has waived its right to partidpate in subsequent GRR-related proceedings 
before the Commission (NRDC/OEC Reply Br, at Z) 

The Company notes that four interveners support the adoption of the GRR and of 
the four supporters, two request modifications which are components already proposed 
by the Company. 

First, AEP-Ohio addresses the arguments of FES and lEU that Section 4928.64(E), 
Revised Code, prohibits the use of Section 4928.143(B)(2)(c), Revised Code, for renewable 
generation projects. AEP-Ohio states that it recognizes the overlapping pohcies of the two 
statutes and offers that each section relates to the cost recovery aspect of the project, which 
as the Company interprets the statutes, will be addressed when cost recovery is requested 
in a future prbceeding. Further, AEP-Ohio reasons fhat lEU's and FES's arguments are 
inappropriate as they would lead to the disallowance of a statotorily prescribed option 
merdy because another option exists. In addition, AEP-Ohio contends, proper statutory 
construction seeks to give aB statutes meaning and, therdore, bofii options are available to 
file Commission at its discretion-

It is premattire, AEP-Ohio retorts, to assert as certain interveners have done, that 
the statutory requirements of Section 4928.143(B)(2)(c), Revised Code, have not been met 
by the Company. The statutory requirements of Section 4928.143(B)(2)(c), Revised Code, 
wiU be addressed in a separate proceeding before any costs can be recovered via the 
proposed GRR. AEP-Ohio asserts that the Commission is vested with the discretion to 
establish the GRR, as a zero-cost placeholder, as it has done in other Commission 
proceedings. The Company also proposes, and Staff agrees, that as a part of this future 
proceeding, the amount and prudency of costs associated with the Turning Point project 
and wheflier the GRR results in shopping customers paying twice for renewable energy 
compliance costs, among other issues wiU be ddermined. AEP-Ohio rdterates its plan to 
share the RECs from the Turning Point project between shopping and S O customers on 
an annual basis. IGS, NREXZ and Staff endorse AEP-Ohio's proposal to share the value of 
the Turning Point project between shopping and non-shopping customers. (AEP-Ohio 
Reply Br, at 7-10; Tr. at 2139-2140; NRDC/OEC Reply Br. at 1; Staff Ex. 110 at 7; Staff Br. at 
20.) 

The Commission interprets Section 4928.143(B)(2)(c), Revised Code, to permit a 
reasonable allowance for construction of an electric generating fadfity and the 
establishment of a non-bypassable surcharge, for the life of the facility where the electric 
utility owns or operates the generation facility and sourced the facility through a 
competitive bid process. Bdore authorizing recovery of a surcharge for an electric 
generation fadlity, the Commission must determine there is a need for the facility and to 

hi re AEP-Ohio, ESP 1 (March 18,2009); In re Dukt Lner^y-Ohio, Case No. 08-92D-EL-SSO (December 17, 
2008); In re FirstEnsjgy, Case No. (K-9S5-EL-SSO (Maidi 25, 2009). 
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continue recovery of the surcharge, establish that the facility is for the benefit of and 
dedicated to Ohio consumers. AEP-Ohio wiH be required to address each of the statutory 
requirements, in a future proceeding, and to provide additional information including the 
costs of the propc«ed facility, to justify recovery under the GRR. However, the 
Commission notes that there shall be no allowances for recovery approved unless the need 
and competitive requirements of this section are met. 

Furthermore, we disagree with the arguments that the language in Section 
4928.143(B)(2)(c), Revised Code, requires the Commission to first determine, within the 
ESP proceeding, that there was a need for the fadlity. The Commission is vested with the 
broad discretion to manage its dodcels to avoid undue dday and the duphcation of effort, 
induding the discretion to dedde, how, in Hght of its internal organization and docket 
considerations, it may best proceed to manage and expedite tiie orderly flow of its 
biasiness, avoid undue delay and eliminate unnecessary duplication of effort Duff v. Pub. 
Util. Comm. (1978), 56 Ohio St 2d 367, 379; Toledo Coalition for Safe Energy v. Pub. Util. 
Ccmm. (1982), 69 Ohio St 2d 559,560. Accordingly, it is acceptable for the Commission to 
determine the need for tiie Turning Point fadUty as a part of the Compan/s long-term 
forecast case filed consistent with Section 4935.04, Revised Code, wherein fhe Commission 
evaluates energy plans and needs. To avoid the xmnecessary duplication of processes, the 
Commission has tuidertaken tiie determination of need for tiie Turning Point projed in the 
Company's long-term forecast proceeding. The Commission interprets the statute not to 
restrid otu" determination of tihe need and cost for the fadlity to the time an ESP is 
approved but ratiier to ensure the Commission holds a proceeding bdore it authorizes any 
allowance under the statute. FES raises the issue of whether shopping customers shotild 
incur charges associated with AEP-Ohio's construction of generation facilities. The 
Commission finds that Section 4928.143(B)(2)(c), Revised Code, specifically provides fhat 
the surcharge be non-bypassable. However, the statute also provides that the electric 
utility must dedicate the energy and capadty to Ohio consumers. AEP-Ohio has 
represented that any renewable energy credits wiU be shared with CRES providers 
proportionate with such providers' share of the load. Accordingly, as long as AEP-Ohio 
takes steps to share the benefits of the project's energy and capadty, as well as the 
renewable energy credits, with aU customers, we find that tiie GRR should be nonr 
bypassable. Further, in the subsequent application for any cost recovery AEP-Ohio will 
have the burden to demonstrate compliance with the statatory requirements set forth in 
Section 4928.143(B)(2)(c), Revised Code. 

Accordingly, the Commission approves the Company's request to adopt as a 
component of this modified K P the GRR mechanism, at a rate of zero. It is not 
unprecedented for the Commission to adopt a mechanism, with a rate of zero, as a part of 
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an ESP. J" The Commission expHcitiy notes that in permitting the creation of the GRR, it is 
not authorizir^ the recovery of any costs, at this time. 

5. Interruptible Service Rates 

In its modified ESP, AEP-Ohio suggests it would be appropriate to restiucture its 
current interruptible service provisions to make its offerings consistent with the options 
that will be available upon AEP-Ohio's partidpation in the PJM base residual auction 
beginning in June 2015. AEP-Ohio witaess Roush provides tiiat interruptible service is 
more frequentiy represented as an offset to standard service offer rates as opposed to a 
separate and distind rate (AEP-Ohio Ex. I l l at 8). To make AEP-Ohio's interruptible 
service options consistent with the current regulatory environment^ AEP-Ohio proposes 
that Schedule hiterruptible Power-Discretionary (IRP-D) become available to aU current 
customers and any potential customers seeking interruptible service {Id). The IRP-D 
credit would increase to $8.21 per kw-month upon approval of the modified ESP (AEP-
Ohio Ex. 100 at 9). AEP-Ohio proposes to colled any costs associated with the ERP-D 
through the RSR to reflect reductions in AEP-Ohio's base generation revenues {Id.). 

OCC bdieves the IRP-D proposal violates cost causation prindples, as the 
beneficiaries are customers with more than 1 MW of interruptible capacity, and does not 
apply to residential customers. OCC witness Ibrahim argues it is unfeir for non-
partidpating customers to make AEP-Ohio whole for any lost revenues assodated with 
the IRP-D (OCC Ex. 110 at 11-12). Therefore, OCC recommends the IRP-D should not 
allow for any lost revenue associated with IRP-D credits to be coUeded through the RSR 
(Id.). 

Staff suggests modifying fhe IRP-D credit based upon the state compensation 
mechanism approved in the Capadty Case (Staff Ex. 105 at 6-9). Staff witness Sdieck-
recommended lowering the IRP-D credit to $3.34/kw-month (Id.). Further, Staff notes its 
preference of any interruptible service to be offered in conjunction with Commission 
approved reasonable arrangements, as opposed to tariff service (Id). EnerNOC states that 
a reasonable arrangement process is more transparent tiian an interruptible service credit^ 
and notes that a subsidized IRP-D rate may impede AEP-Ohio's transition to a competitive 
markd by reducing the amount of demand response resources that may partidpate in 
RPM auctions (EnerNOC Br. at 6-9). 

OMAEG and OEG support the proposed IRP-D credit, but recommend it not be tied 
to approval of the RSR (OMAEG Br. at 21, OEG Br. at 15). Q n n d also supports, tiie IRP-D 
credit, noting that customers should be compensated for taking on an interruptible load 
(Ormet Br. at 21-22). OEG explains it is reasonable and consistent with state policy 

10 In re AEP-Ohio, ESP 1 (March 18,2009); In re Duke Energy-Om Case No. 0&-920-EL-ffiO (Deoember 17, 
2008); In re FirstEnergy, Case No. 08-93S-EL-SSO (Mardi 25,2CW9). 
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objectives imder Section 4928.02, Revised Code, as it will promote economic development 
and innovation and market access for AEP-Ohio's customers. OEG witness Stephen Baron 
provides that fhe credit is beneficial to customers that partidpate in the IRP-D program 
who received a discoimted price for power in exchange for interruptible service, which 
retains existing AEP-Ohio customers and can attract new customers to benefit the state's 
economic devdopment (Tr. IV at 1125-1126, OEG Ex. 102 at 6-S). Mr. Baron notes tiiat the 
IRP-D is beneficial to AEP-Ohio as wdl by allowing AEP-Ohio to have increased flexibility 
in providing its service, thus increasing overall system reHabihty (OEG Ex. 102 at 6-8). 
However, Mr. Baron believes that costs associated with the IRP-D would be more 
appropriate to recover under the EE/PDR rider {Id. at 9-10). OEG also disputes Staff's 
proposal to lower the IRP-D credit to the capadty rate charged to CRES providers, as the 
credit is only available to SSO customers, and not customers of CRES providers (OEG Br. 
at 16-21). 

The Commission finds the IRP-D credit should be approved as proposed at 
$8.21/kW-month. In light of the fad that customers recdving interruptible service must 
be prepared to curtail their dectric usage on short notice, we believe Staffs proposal to 
lower the credit amount to $334/kW-month understates the value interruptible service 
provides both AEP-Ohio and its customers. In addition, the IRP-D credit is benefidal in 
that it provides flexible options for energy intensive customers to choose tiietr quality of 
service, and is also consistent with state policy under Section 4928.02(N), Revised Code, as 
it furthers Ohio's effectiveness in the global economy. In addition, since AEP-Ohio may 
utilize interruptible service as an additional demand response resource to meet its capacity 
obligations, we dired AEP-Ohio to bid its additional capadty resources into PJM's base 
residual auctions hdd during the ESP. 

The Commission agrees with several parties who correctiy pointed out that the IRP-
D credit should not be tied to the RSR As we will discuss bdow, the RSR is tied to rate 
certainty and stability, and while we have no qualms in finding that the IRP-D is 
reasonable, it is more appropriate to allov»r AEP-Ohio to recover any costs assodated with 
tiie IRP-D under tiie EE/PDR rider. As the IRP-D will result in reducing AEPOhio's peak 
demand and encourage energy effidency, it should be recovered through fhe EE/PDR 
rider. 

6. Retail Stability Rider 

In its m^odified K P , AEP-Ohio proposes a non-bypassable RSR. AEP-Ohio states 
the RSR is justified under Section 4928.143(B)(2)(d), Revised Code, as it promote stabiHty 
and certainty with retail dectric service, and Section 49!^.143(B)(2)(e), Revised Code, 
which allows for automatic increases or decreeises by revenue decoupling mechanisms that 
rdate to SSO service. AEP-Ohio provides that in addition to the RSR's promotion of rate 
stability and certainty, it is essential to ensure the Company does not suffer severe 
financial repercussions as a result of the proposed ESFs capadty pricing mechanism. 
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AEP-Ohio witaess William Avera explains that the Commission has the duty to ensure 
there is not an unconstitutional taking that may result in material harm to AEP-Ohio 
(AEP-Ohio Ex. 150 at 4-6). Dr. Avera stresses that not only does the Commission maintain 
this obligation to avoid confiscation, but in the event the rate plan is confiscatory, AEP-
Ohio's credit rating would likdy drop, limiting the abifity to attract future capital 
investments {Id,). 

The proposed RSR functions as a generation revenue decoupling charge that all 
shopping and non-shopping customers would pay through June 2015. As propc^ed, the 
RSR relies on a 10.5 percent return on equity to develop the non-fuel generation revenue 
targd of $929 million per year, which, throughout the term of the modified ESP, would 
collect approximatdy $284 milKon in revenue (AEP-Ohio Ex. 100, 116 at WAA-6). In 
establishing the 10.5 percent targd, AEP-Ohio witaess William AUen considered. CRES 
capacity revenues as based on the proposed two-tiered capadty mechanism, auction 
revenues, and credit for shopped load to determine where the RSR should be set AEP-
Ohio notes that while the RSR is designed to produce consistent non-fud generation 
revenues, the RSR does not guarantee a company total ROE of 105 percent, as there are 
other factors affecting total comipany earnings, which AEP-Ohio witaess Sever estimated 
at 9.5 percent and 7.6 percent (AEP-Ohio Ex. 151 at 2-4, AEP-Ohio Ex. 108 at OJS-2). Thus, 
AEP-Ohio explains the RSR only ensures a stable levd of revenues during the term of the 
ESP, not a stable ROE {Id. at 3). For every $10/MW-^ay decrease in the Tier 2 price for 
capadty, Mr. Allen explains tite RSR would increase by $33M (or $.023/MWh) (AEP-Ohio 
Ex. 116 at 14-15). Mr. AUen explains that the $3 shopped load dedit is based on AEP-
Ohio's estimabed margin it earns from off-system sales {C6S) made as a result of MWh 
freed as a result of customer shopping. In his testimony, Mr. AUen provides that AEP-
Ohio only retains 40 percent of the OSS margins due to its partidpation in the AEP pool, 
and of that 40 percent only 50 to 80 percent of reduced retail sales result in additional O ^ , 
thus demonstrating the $3/MWh credit is reasonably based on appropriate OSS 
assmnptions (AEP-Ohio Ex. 151 at 5-8). 

In designing the RSR, AEP-Ohio explains that a revenue target is prderable to an 
earnings target, as decoupling wiU provide greater stability and certainty for customers 
and is easier to ol^edively measure and audit as compared to earnings, which are prone to 
Utigation as evidenced by SEET proceedings (AEP-Ohio Ex. 116 at 13-16). AEP-OHo 
beUeves a revenue targd provides for risks assodated with generation operations to be on 
AEP-Ohio while avoiding tiie need for evaluating returns associated with a deregulated 
entity affer corporate separation {Id.) As proposed, the RSR would average $2/MWh {Id, 
at WAA-6). 

AEP-Ohio believes the RSR is beneficial in that it freezes non-fud generation rates 
and aUows for AEP-Ohio's transition to a fully competitive auction by Jime 2015 (AEP-
Ohio Ex. 119 at 2-4). AEP-Ohio opines that the RSR mechanism reflects a careful balance 
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that wiU encomrage customer shopping through discoimted capacity prices while retaining 
reasonable rates for SSO customers and ensure that AEP-Ohio is not finanriaUy harmed as 
it transitions towards a competitive auction {Id.). AEP-Ohio also touts an increase in its 
mterruptible service (IRP-D) credit upon approval of the RSR. AEP-Ohio witaess Sdwyn 
Dias explains that the increase in the IRP-D credit wiU benefit numerous major employers 
m the state of Ohio and promote economic developm^ent opportunities within AEP-Ohio's 
service territory {Id. at 7). 

Without the Commission's approval of tiie RSR as proposed, AEP-Ohio claims that 
the modified ESP would result in confiscatory rates. In his rebuttal testimony, Mr. Allen 
argues that if fhe established capadty charge is bdow AEP-Ohio's costs, ABP-Ohio wiU 
face an adverse financial impad (AEP-Ohio Ex, 151 at 9). As such, AEP-Ohio points out 
that the 10.5 percent return on equity used to devdop the RSR's target revenue is not only 
appropriate to prevent financial harm but is also necessary to avoid violating regulatory 
standards addressing a fair rate of return. Mr. AUen contends that the non-fud generation 
revenue, which the RSR addresses, is separate and distind from the total company 
earning, which are not addressed by tiie RSR. This distinction, Mr. AUen states, shows 
the 10.5 percent return on equity is appropriate for the RSR because when fhe RSR is 
combined with total company earnings, AEP-Ohio would be looking at a total company 
return on equity of 7.5 percent in 2013. Therdore, AEP-Ohio argues it would be 
inappropriate to aUow a RSR rate of return of less than 10.5 percent- as any reduction 
would lower the total company return on equity downward from 7.5 percent, harming 
AEP-Ohio's ability to attrad capital and potentiaUy putting the company in an adverse 
finandal situation {Id, at 4-5), 

DER, DECAM, FES, NFIB, OCC, and EEU aU contend tiiat tae RSR lacks stahitory 
authority to be approved. FES daims that Section 4928.143(B)(2)(d), Revised Cbde, only 
authorizes charges tinat provide stabihty and certainty regarding retail dectric service, 
which AEP-Ohio has failed to show, OCC witaess Danid Duann argues that the RSR wUl 
raise customer rates and cause financial uncertainty to aU native load customers (OCC Ex. 
I l l at 10). OCC contends that even if the RSR provided certamty and stabUity, it does not 
qualify as a term, condition, or charge pursuant to Section 4928.143(B)(2)(d), Revised Code 
(OCC Br. at 40). lEU and Exelon also argue the RSR violates Section 4928.02(H) Revised 
Code, as it would be tied to a distribution rate based on its charge to shopping customers 
despite the fad it is a non-bypassable charge designed to recover generation related costs 
(EEU Br. at 63-64, Exdon Br. at 12). 

EEU, Ohio Schools, Kroger, and DECAM/DER argue that AEP-Ohio is improperly 
utilizing the RSR to attempt to recover transition revenue. lEU notes that AEP-Ohio's 
attempt to recover generation-rdated revenue that may not otherwise be coUected by 
statate is an iUegal attempt to recover transition revenue (EEU Ex. 124 at 4^10, 24-26). 
Kroger and Ohio Schools point out fhat not only has tiie opportunity to recover generation 



11-346-EL-SSO, etal. -29-

transition costs expired with the establishment of electric retail competition in 2001, AEP-
Ohio waived its right to generation transition costs when it stipulated to a resolution in 
Case Nos. 99-1729 and 99-1730 (Kroger Br. at 3-5, Ohio Schools Br. at 18-20). Exelon and 
FES mamtain the RSR is anticompetitive and would stifle competition. 

Ormet, OCC, Ohio Schools, OEG, and Exelon indicate thatr if the RSR is approved, 
it should contain exemptions for certain customer classes. Ohio Schools request an 
exemption from fhe RSR, pointing out that not only are schools rdying on limited fundmg, 
but also that the Commission has traditionaUy considered schools to be a distinct customer 
dass that is entitied to special rate treatment (Ohio Schools Br. at 22-30, dting to Case Nos. 
90-717-EI^ATA, 95-300-EL-AIR, 79-629-TP-COI, Ohio Schools Ex. 103, and Tr. XVI at 4573-
4574). Exdon believes the RSR should not apply to shopping customers and should be 
bypassable. While Exdon notes it does not oppose affording AEP-Ohio protection as it 
transitions its business structure, witaess David Fein argues that shopping customers will 
unfairly be forced pay both the CRES provider and ABP-Ohio for generation (Exelon Ex. 
101 at 13-14). 

On the contrary, Ormd believes the RSR should not apply to customers Uke Ormd 
who cannot shop, as Ormet ndther causes costs associated with the RSR nor can Ormd 
recdve the benefits associated with it (Ormet Ex. 106 at 15-17). Ormd maintains that the 
RSR, as currentiy proposed, violates cost causation prindples {Id,). OCC and OEG suggest 
that if the RSR is approved, it should not be charged, to SSO customers, as these customers 
are not the cause of the RSR costs, and it would be unfair to force these customers to 
sulsidize shopping customers and CRES providers (OEG Br. at 5-6, OCC Ex. I l l at 16-17). 

WhUe OEG does not support the creation of the RSR, it understands the 
Commission may need to provide a means to ensure AEP-Ohio has the abiUty to attract 
capital, and as such suggests that the Commission look to AEP-Ohio actual earnings as 
opposed to revenue (OEG Ex. 101 at 12-18). OEG argues that the RSR's use of revenues 
does not accuratdy reflect a utiHty's finandal condition or ability to attract capital in the 
way fhat eammgs do, as evidenced by earnings bdng the foundation used by credit 
agendes to determine bond ratings {Id.). OEG witaess Lane KoUen points out that 
revenues are just a single component of AEP-Ohio's eammgs and do not reflect a fiill 
picture of AEP-Ohio's finandal health {Id.). Mr. KoUen suggests that if tae Commission 
were to look at AEP-Ohio's earnings, an appropriate return on equity (ROE) would be 
between seven percent and 11 percent (OEG Ex. at 4-6). If the Commission were to use 
revenues to determine AEP-Ohio's ROE, as proposed in the RSR, Mr. KoUen beUeves the 
ROB should be at seven percent, as it is stiU double the cost of AEP-Ohio's long-term debt 
and faUs within the Ohio Supreme Court's zone of reasonableness {Id. at 7, Tr. X at 2877-
79). 
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In the event fhe Commission adopts RPM priced capacity, RESA also supports tiie 
use of eammgs as opposed to revenues in calculating the RSR in the event it is necessary to 
avoid confiscatory rates (RESA Ex. at 11, Br. at 13-16). RESA also suggests the 
Commission consider projecting an amount of money necessary for AEP-Ohio to earn a 
reasonable rate of return and set the RSR accordingly (RESA Br. at 14-16). RESA maintains 
that either of taese alternatives may reduce the possibUity taat AEP-Ohio and its new 
affiliate make uneconomic mvestments or otaer risks that may result from AEP-Ohio 
recdving a guarantee of a certain levd of annual mcome {Id.). NFIB and OADA express 
similar concerns tiiat the RSR, as proposed^ creates no incentive for AEP-Ohio to limit its 
expenses (NFIB Br. at 4-6, OADA Br. at 2-3). 

In" addition, several other parties suggest m^odifications to the RSR, induding its 
proposed ROE. Ormet states that the 10.5 percent ROE is excessive and unreasonably 
high. Ormet witness John Wilson explamed tiiat AEP-Ohio faUed to sustain its burden of 
showing 10.5 percent ROE was just and reasonable, and upon utilizing Staffs 
mdiiodology m 11-351-EL-AIR, ddermmed that, based on current economic conditions 
and AEP-Ohio and comparable utility finandal figures, an appropriate ROB would be 
between eight and nine percent (Ormet Ex. 107 at 8-30). Kroger witaess Kevin Higgins 
t^tified that the average ROE for dectric utihties is 10.2 percent, and based on the fad that 
AEP-Ohio's proposed two-tier capadty mechanism is above market, the ROE should be 
below 10.2 percent (Kroger 101 at 10). FES and Wal-Mart state that AEP-Ohio failed to 
justify its 10.5 percent figure, with Wal-Mart witaess Steve Chriss suggesting the ROE be 
no higher than 10.2 percent (Wal-Mart Ex. 101 at 8-9, FES Ex. 102 at 79-80). 

OCC recommends that the Commission aUocate the RSR in proportion to each class 
share of the switdied kWh sales as opposed to customer dass contribution to peak load, as 
an aUocation based on confribution to peak load is not just and reasonable (OCC Ex. 110 at 
8-9). OCC witaess Ibrahim points out fhat the residential customer dass share of switehed 
kWh sales is only eight percent, taus, if the Commission reaUocates RSR costs, residential 
customer mcreases would drop from six percent to three parent {Id, at 24-26). Rroger 
argues the RSR aUocates coste to customers by demand, but recovers through an energy 
cost, resulting in cross subsidies amon^ t customers (Kroger Ex. 101 at 8), Kroger 
recommends that costs and charges should be aligned and based on demand as opposed 
to energy usage {Id.) 

OCC, FES, and Ormet also submit modifications related to the calculation AEP-
Ohio's shopping credit induded witiiin tae RSR calculation- Ormet argues that AEP-Ohio 
underestimates its $3 shopping credit Ormet states that based on AEP-Ohio's 2(ttl resale 
percentage of 80 percent, tae actaal shopping credit increases to $3.75 MWh, with the total 
amotmt increasing to $78.5 miUion (Ormd Br. a t 10-12, dting to Tr. XVII at 4905). Ormet 
also shows fhat AEP-Ohio will not need to reduce the credit by &i percent beginning in. 
2013, as AEP-Ohio wiU no longer be in tae AEP pool, resulting in the credit increasing to 
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$6.50 per year in 2014 and 2015 {Id,). OCC also points out that tae shoppmg credit should 
increase based on AEP-Ohio's 2011 shoppmg percentage, as weU as the termination of the 
AEP pool agreement, and recommends the Commission adopt a shippmg credit higher 
tiian $3/MWh but less ti:ian $12/MWh (OCC Br. at 49-54). 

The Comanission finds that, upon review of the record, it is apparent taat no party 
disputes that tae approval of tae RSR wUl provide AEP-Ohio wita suffident revenue to 
ensure it maintains its financial integrity as weU as its ability to attrad capital There is 
dispute, however, as to whetaer tae RSR is statutorily justified, and, if it is justified, tae 
amount AEP-Ohio should be entitied to recover, and how tae recovery should be aUocated 
among customers. The Commission must first determine whetaer RSR mechanism is 
supported by statate. Next, if we find that tae Conmnission has tae autaority to approve 
tae RSR, we must balance how much cost recovery, if any, should be permitted to ensure 
customers are not paying excessive costs but that tae recovery is enough to aUow AEP-
Ohio to freeze its base generation rates and maintain a reasonable SSO plan for its current 
customers as weU as for any shopping customers that may wish to return to AEP-Ohio's 
SSO plan. 

ta beginning our analysis, we first look to AEPOhio's justification of tae RSR. 
While AEP-Ohio argues taere are numerous statatory provisions that may provide 
support for tae RSR, tae thrust of its arguments m support of tae RSR pertain to Section 
4928.143(B)(2)(d), Revised Code, which AEP-Ohio notes is m d by tae RSR's promotion of 
rate StabUity and certainty. AEP-Ohio also suggests taat Section 4928.143(B)(2)(e), Revised 
Code, which aUows for automatic increases or decreases, justifies tae RSR, as its design 
indudes a decoupling mechanism. 

Pursuant to Section 4928.143(B)(2)(d), Revised Code, an ESP may include terms, 
conditions, or charges rdating to limitations on customer shopping for retail decfric 
generation that would have tiie effed of stabilizing retail elecfric service or provide 
certainty regarding retaU electric service. We believe tiie RSR rneets the criteria of Section 
4928,143(B)(2)(d), as it promotes stable retail electric service prices and ensures customer 
certamty regarding retaU dectric service. Further, it also provides rate stability and 
certainty through CRES services, which clearly faU under tae dassification of retail dectric 
service, by aUowing customers tae opportunity to mitigate any SSO increases through 
increased shopping opportunities that wUl become avaUable as a result of the 
Commission's decision in tae Capadty Case. 

In addition, we find taat tae RSR freezes any non-fud generation rate increase taat 
m i ^ t not otaerwise occur absent tae RSR, aUowing current customer rates to remain 
stable throughout tae term of tae modified ESP. While we understand that tae non-
bypassable components of tae RSR wiU result i a additional costs to customers, we beUeve 
any costs assodated wita tae RSR are mitigated by tae effed of stabilizing non-fud 
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generation rates, as weU as tae guarantee that, in less than three years, AEP-Ohio wiU 
establish its pricing based on energy and capadty auctions, which this Commission again 
maintains is exfremdy beneficial by providing customers wita an opportunity to pay less 
for retaU dectric service than taey may be paying today. 

Therefore, we find that tae RSR provides certainty for retaU electric service, as is 
consistent wita Section 4928.143(BX2)(d), Revised Code. Until May 31, 2015, AEP-Ohio's 
SSO rate, as a result of this RSR, wUl remain available for aU customers, induding taose 
who are presentiy shopping, as weU as taose who may shop m tae future. The abifity for 
AEP-Ohio to maintain a fixed SSO rate is valuable, particularly if an unexpected, 
intervening event occurs during the term of tae ESP, which could have tae effect of 
increasing market prices for electridty. The abUity for all customers within AEP-Ohio's 
ser\dce territory to have tae option to return to AEP-Ohio's certain and fixed rates aUows 
customers to explore shopping opportunities. This is an exfremely benefidal asped of tae 
RSR and is undoubtedly consistent wita legislative intent in providing that electric 
security plans may mdude retail electric service terms, conditions, and charges that relate 
to customer stability and certainty. Further, we rcjed tae claim that tae RSR aUows for tae 
coUection of inappropriate fransition revenues or sfranded costs that should have been 
coUected prior to December 2010 pursuant to Senate BiU 3, as AEP-Ohio does not argue its 
ETP did not provide suffident revenues, and, hi light of events that occurred after tae ETP 
proceedings, induding AEP-Ohio's status as an FRR entity, AEP-Ohio is able to recover its 
actual cc«ts of capacity, pursuant to our decision in tae Capacity Case. Therefore, 
anything over RPM auction capacity prices cannot be labded as fransition costs or 
stranded costs. 

Moreover, we find that tae certainty and stabUity tae RSR provides would be aU but 
erased by its design as a decoupling mechanism. We agree wita OCC taat tae abiUty fox 
AEP-Ohio to decouple fhe RSR would cause financial uncertainty, as truing up or down 
each year wiU create customer confusion in taefr rates. NFIB, OADA, and RESA correctiy 
raise concerns that tae RSR design creates no incentive for AEP-Ohio to limit its expenses 
and the Company may make uneconomic investments by its guaranteed levd of annual 
income. WhUe AEP-Ohio should have tae opportunity to earn a reasonable rate of return, 
taere is not a ri^t to a guaranteed rate of return, and we vfUl not aUow AEP-Ohio to shift 
its risks onto customers. Thus, because its design may lead to a perverse outcome of AEP-
Ohio making imprudoit decisions, we find it necessary to remove tae decoupling 
component from tae RSR, 

Altaough tae RSR is justified by statate, AEP-Ohio has faUed to sustain its burden 
of proving that its revenue targd of $929 miUion is reasonable. The basis of AEF-Ohio's 
$929 million target is to ensure that its non-fud generation revenues are stable and taat 
StabiHty may be ensured through a 10.5 percent ROE. However, as we previously 
established, it is inappropriate to guarantee a rate of return for AEP-Ohio, taerefore, we 
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find it more appropriate to establish a revenue target that wiU aUow AEP-Ohio tae 
opportunity to earn a reasonable rate of return We note that our analysis of an ROE is not 
to guarantee a rate of return, as evidenced by the removal of the decoupling components 
but rataer to determine a revenue target that adequately ensures AEP-Ohio can keep its 
base generation rates frozen and maintain its financial healta Altaough we bdieve tae 
more appropriate metaod to balance taese fadors would have been through tae use of 
actual doUar figures that rdate to stability, because AEP-Ohio utilized a ROE in calculating 
its proposals, and parties responded wita alternative ROE proposals, tae record limits us 
to this approach. Therdore, m determining an appropriate quantification for tae RSR, we 
will consider a ROE of tiie non-fuel generation revenue only for tae purpose of creating an 
appropriate revenue target that wiU ensure AEP-Ohio has suffident capital whUe 
maintaining its frozen hase generation rates. 

Only tiiree witaesses, AEP-Ohio witaess Avera, OEG witaess KoUen, and Ormet 
witaess Wilson, devdoped taorough testimony exploring how an appropriate revenue 
targd for tae RSR should be established, aU of which were driven by an analysis of AEP­
Ohio's ROE. Altaougji OEG v^ataess KoUen proposed a mechanism driven by adjusting 
AEP-Ohio's ROE upward or downward if it does not faU within a zone of reasonableness, 
Mr. KoUen established that anything betweai seven and 11 percent could be deemed 
reasonable (OEG Ex. 101 at 8-9). Mr. KoUen preferred focusing on a zone of 
reasoriableness, but notes taat if tae Commission prderred to establish a baseline revenue 
target, it should be set at $689 miUion {Id. at 16-18). Ormd witaess Wilson utilized Staff 
models from Case No. 11-351 induding discounted cash flow and capital asset pricing 
models, and updated calculations in tae Staff models to refled current economic factors, 
reaching a conclusion that AEPOhio's ROE should be between dg^t and nine percent 
(Ormd Ex. 107 at 8-18). AEP-Ohio used witaess Avera to rebut Dr. Wilson's testimony, 
noting that Dr. Wilson did not consider a suffident niunber of utilities in tae proxy group, 
and tae utilities that were considered were not similarly situated to AEP-Ohio (AEP-Ohio 
Ex. 150 at 5-6). Based on this information. Dr. Avera recommended an ROE range of 10.24 
percent to 11.26 percent (Irf.). 

The Commission finds taat aU three experts provide credible metaodologies for 
determining an appropriate ROE for AEP-Ohio, taerdore, we find OEG witaess KoUen's 
zone of reasonaHeness of seven to 11 percent to be an appropriate starting point We 
again emphasize that the Conunission does not want to guarantee a ROE nor establish 
what an appropriate ROE would be, but rataer, establish a reasonable revenue targd that 
would aUow AEP-Ohio an opportunity to earn somewhere within the seven to 11 percent 
ranga We believe AEP-Ohio's starting point of $929 is too high, particularly in light of tae 
fad that AEP-Ohio is entitied to a dderral recovery pursuant to tae Capadty Case but that 
a baseline of $689 miUion would be too low to support tae certainty and stabihty tae RSR 
provides. Accordingly, we find that a benchmark shaU be set in tae approximate middle 
of this range, and tae $929 million benchmark shaU be adjusted downward to $826 million 
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WhUe we have revised tae benchmark amount down to $826 miUion, we also need 
to revisit tae figures AEPOhio used m determining its RSR revenue amounts, fri 
designing tae RSR benchmark, Mr. AUen focused on foiu: areas of revenue: retaU non-fud 
generation revenues; CRES capadty revenues; auction capadty revenues; and credit for 
shopped load (AEP-Ohio Ex. at WAA-6). In calculating tae inputs for taese revenue 
figures, Mr. AUen relied on AEP-Ohio's own estimates ofshopping loads of 65 percent for 
residential customers, 80 percent for commercial customers, and 90 percent for industrial 
customers by tae end of 2012 (Id. at 5): 

However, evidence within tiiis record indicates Mr. AUen's projeded shopping 
statistics may be higher than actual shopping levds. On rebuttal, FES presented shoppir^ 
statistics based on actaal AEP-Ohio numbers provided by Mr. AUen as of March 1, 2012, 
and May 31, 2012 (FES Ex. 120). FES conduded tiiat, based on AEP-Ohio's actaal 
shoppmg statistics to date, Mr. AUen's figures overestimated tae amoimt of shopping by 
36 percent for r^idential customers, 17 percent for commerdal customers, and 29 percent 
for mdustrial customers, creating a total overestimate across aU customer classes of 27.54 
percent The Commission finds it is more appropriate to utilize a shopping projection 
which is roughly the midpoint between AEP-Ohio's shopping projections and the more 
conservative shopping estimates offered by FES. Therdore, we wUl estimate shopping in 
tae first year at 52 percent and taen increase tae shopping projections for years two and 
three to 62 percent and 72 percent, respectivdy. These numbers represent a reasonable 
estimate and are consistent wita shopping statistics of otaer EDUs throughout tae State 
(See FES Ex. 114). 

Based upon tae Commission's revised shopping projections, we need to adjust tae 
calculation of tae RSR The record indicates that lower shopping figures wUl resiult in 
changes to retaU generation revenues, CRES margins, and CSSmargins, which affects tae 
credit for shopped load, aU resulting in an adjustment to tae RSR {See FES Ex. 121). Our 
adjustments are higJiUghted below. 
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Retail Non-Fuel Gen Revenues 

CRES Capacity Revenues 

Credit for Shopped Load 

Subtotal 

Revenue Target 

PY12/13 

$528 

$32 

$75 

$636 

$SZ6 

PY 13/14 

$419 

S65 

$89 

$S74 

$826 

PY 14/15 

$308 

$344 

$104 

$757 

$826 

Retail StabUity Rider Amount $189 $251 $68 

All figures in mlUions 

To appropriately correct the RSR based on more conservative shopping projections, 
we begin our analysis wita retaU non-fud generation revenues. As tae figures of $402, 
$309, and $182 are based on Mr. AUen's assumed shopping figures, when we adjust taese 
figures to 52, 62, and 72 percent shoppmg, AEP-Ohio's revenues would increase to $528 
miUion, $419 miUion, and $308 miUion, respectively. 

Conversdy, as a result of decreasing tae shopping statistics, CRES capadty 
revenues v^ould decrease. Assuming our shopping estimates of 52, 62, and 72 percent, as 
weU as tae use of RPM capacity prices, tae CRES capadty revenues lower to ^ 2 miUion, 
$65 miUion, and $344 miUioru Finally, we need to adjust tae credit for shopped load based 
on tae revised non-shopping a^umptions. Because we assume lower shopping statistics, 
AEP-Ohio wiU have less opportunity for off-system sales due to an increased load of its 
non-shopping customers, which wiU lower tae credit to $75 miUion, $89 miUion, and $104 
miUion for each year of tae modified ESP. Accordingly, upon fectoiing in our revised 
revenue benchmark based on a nine percent return on equity, we find a RSR amoimt of 
$508 miUion is appropriate. The $508 miUion RSR amoimt is limited only to tae term of the 
modified ESP. 

Altaough our corrected RSR mechanism ensures customer stability and certainty by 
providing a means for AEP-Ohio to move towards competitive market pricing, in addition 
to tae $508 million RSR, which aUows AEP-Ohio to maintain frozen base generation rates 
and an accelerated auction process, we must also address tae capadty charge dderral 
mechanism, created in tae Capadty Case. As our decision in tae Capadty Case to utilize 
RPM priced capacity considered tae importance of devdoping competitive electric 
markets, we beUeve it is appropriate to begin recovery of tae deferral costs through AEP-
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Ohio's RSR mechanism, as tae RSR aUows for AEP-Ohio to continue to provide certainty 
and stabihty for AEP-Ohio's SSO plan whUe competitive markets continue to develop as a 
result of RPM priced capadty. Therdore we believe it is appropriate to begin coUection of 
tae dderral witiiin tae RSR 

Based on our condusion fhat a $508 miUion RSR is reasonable, as wdl as oux 
determination that AEP-Ohio is entitied to begin recovery of its dderral, AEP-Ohio wiU be 
permitted to coUed its $508 nuUion RSR by a recovery amount of $3.50/MWh, througji 
May 31, 2014, and $4/MWh between June 1, 2014 and May 31, 2015. The upward 
adjustment by 50 cents to $4/MWh reflects tae Commission's modification to expedite the 
timing and percentage of tae wholesale energy auction beginning on June 1, 2014. Of tae 
$3.50/MWh and $4/MWh RSR recovery amounts, AEP-Ohio must aUocate $1.00 towards 
AEP-Ohio's dderral recovery, pursuant to -tae Capadty Case. At tae conclusion of the 
moditied ESP, tae Commission wUl determine tae deferral amount and make appropriate 
adjustments based on AEP-Ohio's actual shopping statistics and tae amount that has been 
coUeded towards the deferral through tae RSR, as necessary. Further, altaough this 
Commission is generaUy opposed to tae creation of dderrals, tae extraordinary 
circumstances presented bdore us, which aUow for AEP-Ohio to fuUy partidpate in tae 
market in two years and nine months as opposed to five years, necessitate that we remain 
flexible and utilize a deferral to ensure we reach our finish line of a fuUy-established 
competitive electric market 

Any remaining balance of this deferral taat remains at tae condusion of this 
modified ESP shaU be amortized over a three yeax period unless otaerwise ordered by tae 
Commission In order to ensure this order does not create a disincentive to shopping, at 
tae end of tae term of tae ESP, AEP-Ohio shaU file its actaal shopping statistics in this 
docket To provide complete transparency as weU as to aUow for accurate deferral 
calculations, AEP-Ohio should maintain its adual monthly shopping percentages on a 
monta-by-monta basis tiuroughout tae term of this modified ESP, as weU as tae months of 
June and July of 2012. AU determinations for future recovery of tae deferral shaU be made 
foUowing AEP-Ohio's filing of its actaal shopping statistics. 

We beUeve this balance is in tae best interests of both customers and AEP-Ohio. 
For customers, this keeps tae RSR costs stable at $3.50/MWh and $4/MWh, and wita $1.00 
of tae RSR being devoted towards paying back AEP-Ohio's deferrals, customers wUl avoid 
paying high dderral charges for years into tae futiure. In addition, our modifications to 
tae RSR wUl provide orstomers wita a stable rate that wUl not change during tae term of 
tae ESP due to tae elimination of tae decoupling components of tae RSR. Furtaer, as 
resxUt of tae Capadty Case, customers may be able to lower taeir bUl impacts by taking 
advantage of CRES provider offers aUowing customers to realize savings taat may not 
have otaerwise occurred witaout tae devdopment of a competitive retaU markd. In 
addition, this mechanism is mutaaUy beneficial for AEP-Ohio because tae RSR will ensure 
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AEP-OMo has suffident funds to maintain its operations effidentiy and revise its 
corporate structare, as opposed to a dderral only mechanism. 

FinaUy, we find that tae RSR shoiUd be coUected as a non-bypassable rider to 
recover charges per kWh by customer dass, as proposed. We note that several parties 
pitehed reasons as to why certain customers classes should be excluded, but we beUeve 
taese arguments are meritiess. Ormet contends that tae RSR should not apply to 
customers like Ormet who cannot shop. Interestingly, Ormet again tries to play bota sides 
of tae table, forgetting that it is tae beneficiary of a unique arrangement that results in 
Ormet recdving a discoimt at tae expense of otaer AEP-Ohio customers. We reject 
Ormet's argument and note taat whUe Ormet cannot shop pursuant to its unique 
arrangement it directiy benefits from AEP-Ohio's customers receiving stabihty and 
certainty, as taese customers ultimately pay for Ormet's discounted electricity. We also 
find Ohio Schools' request to be exduded from tae RSR to be witaout merit, as it too 
would result in otaer AEP-Ohio customers, including taxpayers tiiat already contribute to 
the schools, pa)dng significantiy higher shares of tae RSR. It is unreasonable to make AEP­
Ohio's customers pay tae schools twice. 

In addition, in U ^ t of tae fact that tae Commission has established a revenue target 
to be reached through tae RSR in this proceeding tae Commission finds that it is also 
appropriate to estabUsh a significantly excessive earning test (SEET) threshold to ensure 
that tae Company does not reap disproportionate benefits from the ESP. The evidence in 
tae record demonsfrates that a 12 percent ROE would be at tae high end of a reasonable 
range for rehmn on equity (OEG Ex. 101 at 4-6; Kroger 101 at 10; Ormd Ex. 107 at 8-30; 
Wal-Mart Ex. 101 at 8-9, FES Ex. IC^ at 79-80), and even AEP-Ohio witaess AUen agreed 
that a ROE of 10.5 percent is appropriate. Accordingly, for purposes of this ESP, tae 
Commission wiU establish a SEET threshold for AEP-Ohio of 12 percent 

Likewise, multiple parties argue that eitaer shopping customers or SSO customers 
should be exduded from paying the RSR. For non-shopping customers, tae RSR provides 
rate StabUity and certainty, and ensures aU SSO rates WiU be markd-based by June 2015. 
For shopping customers, tae RSR not only keeps a reasonably priced SSO offer on the table 
in tae event markd prices increase, but it also enables CRES providers to provide offers 
that take advantage of current market prices, which is a benefit for shopping customers. 
Accordingly, we find tae RSR, as justified by Section 4928.143(b)(2)(d), Revised Code is 
just and reasonable, and should be non-bypassable. 

FrnaUy, tae Commission notes that our determination regarding tae RSR is heavily 
dependent on tae amount of SSO load stiU served by the Comipany. Accordingly, in tae 
event that, during the term of tae ESP, taere is a significant reduction in non-shopping 
load for reasons beyond the control of tae Company, otaer taan for shopping, tae 
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Company is autaorized to file an appUcation to adjust the RSR to account for such 
changes. 

7. Auction Process 

As part of its modified ESP, AEP-Ohio proposes a transition to a fuUy-competitive 
auction based SSO format. The first part of AEP-Ohdo's proposal indudes an energy-only, 
sUce-of system auction of five percent taat wUI occur prior to AEP-Ohio's SSO energy 
auction. The energy-only sUce-of-system auction would commence upon a final order in 
this proceeding and tae corporate separation plan, wita tae deUvery period to extend to 
December 31, 2014 (AEPOhio Ex. 101 at 20-21). AEP-Ohio notes tiiat spedfic details 
would be addressed upon tae issuance of final orders in this proceeding {Id). 

AEP-Ohio's transition proposal also indudes a commitment to cpndud an energy 
auction for 100 percent of tae SSO load for deUvery in January 2015. By Jime 1,2015, AEP­
Ohio wUl conduct a competitive bid procurement (CBP) process to commit to an energy 
and capacity auction to service its entae SSO load {Id, at 19-21, AEP-Ohio Ex. 100 at 10-11). 
AEP-Ohio witaess Powers explained that the June 1,2015 energy and capacity auction wUl 
permit competitive suppUers and marketers to bid into AEP-Ohio's load, as its FRR 
obhgation wiU be terminated {Id,). AEP-Ohio antidpates tae CBP process wiU be sinular to 
otaer Ohio utility CBP filings, and explains taat spedfic details of tae CBP wiU be 
addressed in a future filing. 

AEP-Ohio explains that tae Jxme 1, 2015, date to service its entire SSO load by 
auction is based on tae need for AEFs interconnection pool to be terminated and AEP­
Ohio's corporate separation plan being approved. AEP-Ohio witaess PhUip Nelson 
explains that an SSO auction occurring prior to pool termination may expose AEP-Ohio to 
significant financial harm, and if tae auction occurs prior to corporate separation, it is 
possible that AEP-Ohio's generation may not be utilized in tae auction (AEP-Ohio Ex. 103 
at 8). Further, AEP-Ohio points out that a fuU auction prior to Jime 1,2015, would confUct 
wita its FRR commitment that continues until May 31,2015 (AEP-Ohio Reply Br. at 46). 

FES and DER/DECAM argue tiiat AEP-Ohio could hold an immediate CBP witaout 
waiting for pool termination and corporate separation. FES witness Rodney Frame 
testified that tae AEP pool agreement contains no provisions that would prevent a CBP 
(FES Ex. 103 at 3). DER/DECAM provide that a dday in tae implementation of tae CBP 
process harms customers by preventing them from taking advantage of tae current markd 
rates (DECAM Ex. 101 at 5). 

Otaer parties, induding RESA and Exelon, propose modifications to AEP-Ohio's 
proposed auction process. Exdon believes tae first energy and capadty auction for the 
^ O load should be accelerated to June 1, 2014, in order to permit customers to take 
advantage of competition Exdon witaess Fein notes the Jxme 1, 2014 date would be six 
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months after tae date by which AEP-Ohio indicated its corporate separation and pool 
termination would be completed (Exelon Ex. 101 at 15-20). RESA makes a simUar 
proposal, but taat a Jxme 1, 2014, auction be energy only, as this stitt aUows AEP-Ohio six 
months to prepare for auction and provides customers with tae benefits associated wita a 
competitive markd (RKIA Br. at 16-17). On tae confrary, OCC argues tae interim auctions 
to be held during the first five months of 2015 woxdd be detrimental to residential 
customers, and suggests that tae Commission adopt a different approach (OCC Br. at 100-
103). OCC contends fhat competitive market prices in 2015 may be higher than prices taat 
woiUd result from AEP-Ohio continuing to purchase energy from its affiliate, and 
recommends that tae Commission require tae agreement between AEP-Ohio and its 
affiliate to continue during tae first five months of 2015, or, in tae alternative, AEP-Ohio 
shoxUd purchase SSO capacity from its generation affiliate at RPM prices {Id. at 103). 

In addition, Exdon also recommends that tae Commission dirert AEP-Ohio to 
conduct its CBP in a manner that is consistent wita tae processes that Duke Energy Ohio 
and FirstEnergy used in tiidr most recent auctions. Exdon sets forta that establishing 
details of tae CBP process in a timely manner wiU expedite AEP-Ohio's fransition to 
competition and ensure there are no delays assodated wita settUng taese issues in later 
proceedings. SpedficaUy, Exdon proposes that tae CBP shoxUd be consistent wita 
statatory directives set forth in Section 49^.142, Revised Code, and should ensure tae 
dates for procurement events do not confiid wita dates of otaer default service 
procurements conducted by otaer EDUs. Exdon warns that if tae substantive issues of tae 
procurement process are left open for interprdation, taere may be imcertainty that could 
limit bidder partidpation and lead to less efficient prices. Exelon also recommends taat 
tae Commission ensxne tae CBP process is open and fransparent by having substantive 
details established in a timdy manner (Exdon Ex. 101 at 20-31). 

The Commission finds that AEP-Ohio's proposed competitive auction process 
should be modified. First, we beUeve AEP-Ohio's energy only sUce-of-system of five 
percent of the SSO load is too low, as AEP-Ohio wiU be at fidl energy auction by January 1, 
2015, and tae sUce-of-system auctions wiU not commence untU six months after tae 
corjjorate separation order is issued Accordingly, we find taat increasing the percentage 
to a 10 percent sUce-of-system auction wiU fadUtate a smoother transition to a fuU energy 
auction 

Second, this Commission understands tae importance of customers being able to 
take advantage of market-based prices and the benefits of devdoping a healtay 
competitive markef, taus we r^ect OCCs arguments, as slowing tae movement to 
competitive auctions would ultimately harm residential customers by preduding them 
from enjoying any benefits from competition Based on tae importance of customers 
having access to markd-based prices and ensuring an expeditious fransition to a full 
energy auction, in addition to making tae modified ESP more favorable than tae results 
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that would otaerwise apply under Section 4928.142, Revised Code, we find that AEP-Ohio 
is capable of having an energy auction for deUvery commencing on June 1, 2014. 
Therdore, we dired AEP-Ohio to conduct an energy auction for deUvery commencing on 
Jxme 1, 2014, for 60 percent of its load, and ddivery commencing on January 1, 2015, for 
tae remainder of AEP-Ohio's energy load. AEP-Ohio's June 1, 2015, energy and capacity 
auction dates are appropriate and shoxUd be maintained. In addition, nothing within this 
Order predudes AEP-Ohio or any affiliate from bidding into any of these auctions. 

FinaUy, we agree wita Exelon that tae substantive detaUs of tae CBP process need 
to be established to maximize tae number of partidpants in AEP-Ohio's auctions through 
an open and fransparent auction process. We dired AEP-Ohio to establish a CBP process 
consistent wita Section 4928.142, Revised Code, by December 31, 2012. The CBP should 
mdude guidelines to ensure an independent third party is selected to ensure taere is an 
open and transparent soUdtation process, a standard bid evaluation, and clear produd 
definitions. We encourage AEP-Ohio to look to recent successful CBP processes, such as 
Duke Energy-Ohio's, in formxdatii^ its CBP. Fxirtaer, AEP-Ohio is ordered to initiate a 
stakeholder process within 30 days from tae date of this opinion in order. 

8. CRES Provider Issues 

The modified appUcation iiKludes a continuation of current operational switching 
practices, charges, and minimxun stay provisions related to tae process in which customers 
can switch to a Competitive RetaU Electric Service (CRES) provider and subsequentiy 
return to tae SSO rates (AEP-Ohio Ex. I l l at 4). AEP-Ohio points out that tae appUcation 
indudes benefidal modifications for CRES providers and customens, induding tae 
addition of peak load contribution (PLC) and network service peak load (NSPL) 
information to the master customer list ABP-Ohio witaess Roush testified that AEP-Ohio 
also eliminates tae 90-day notice requirement prior to enrolling wita a CRES provider, the 
12 monta stay requirements for commerdal and industrial customers that return to SSO 
rates beginriing January 1, 2015, and requirements for residential and smaU commerdal 
customers that retam to SSO rates be required to stay on tae SSO plan xmtil April 15* of 
tae foUowing year, begtnnrng on January 1,2015 {Id,) 

Exdon argues taat AEP-Ohio needs to make additional changes in order to devdop 
the competitive markd. SpedficaUy, Exelon requests the Commission implement rate and 
bUl ready billing and a standard pxirchase of recdvables (POR) program, eliminate tae 90-
day notice requirement immediately, and implement a process to provide CRES providers 
wita data relating to PLC and NSPL values. Exdon witness Fein recommends taat, 
consistent wita tae Duke ESP order, tae Commission order AEP-Ohio provide via 
dedronic data interchange, pertinent data induding historical usage and historical 
interval data, N ^ L and PLC data, and provide a quarterly updated list for CRES 
providers to show accounts that are currentiy enroUed wita the CRES provider. (Exdon 
Ex. 101 at 33-34). Exdon maintains taat this information wUl aUow CRES providers to 
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more effectivdy serve customers and resxUt in cost efficient competition (Id.) Mr. Fein 
further provides taat dear implementation tariffs wiU lower costs for customers, plainly 
describe rules and confract terms, and aUow bota CRES providers and customers to easUy 
understand AEP-Ohio's competitive process {Id. at 35-36). 

RESA and IGS provide that AEP-Ohio's bUling system is confusing to customers 
and creates nxmierous problems for C R K providers, aU of Which may be corrected 
through fhe implementation of a POR program that would provide customers wita a 
single hm and collection point (RESA Ex. 101 at 12-17, IGS Ex. 101 at 15). 1 (^ witness 
Parisi points out that switching statistics of natural gas utilities and Duke have increased 
upon tae implementation of POR programs (IGS Ex. 1-1 at 18-19). RESA witaess 
Rigenbach also recommends that tae Commisaon dired AEP-Ohio to devdop a web-
based system to provide CRES providers access to customer usage and accoxmt data by 
May 31, 2014 (RESA Ex. 101 at 12-13). RESA and DER/DECAM also recommend that 
AEP-Ohio reduce or eliminate customer switching fees, as weU as customer minimum stay 
periods {Id., DER Ex. 101 a t ) . FES witaess Banks noted that tae fees and minimtun stay 
requirements hinders competition by making it difficxdt for customers to swifch (FES Ex, 
105 at 31). 

WhUe tae Commission supports AEP-Ohio's provisions taat encourage tae 
development of competitive markets, modifications need to be made. AEP-Ohio witaess 
Roush notes taat customer PLC and NSPL information wHl be induded in tae master 
customer list, AEP-Ohio faUs to make any commitment to tae time frame this information 
would become avaUable, nor tae specific format in which customers woxUd be able to 
access this data. We note that recent updates have been revised to tae dedronic data 
interchange (EDI) standards devdoped by tae Ohio EDI Working Group (OEWG). This 
Commission values tae efforts of OEWG in devdoping uniform, operational standards and 
we expect AEP-Ohio to foUow such standards and work vwthin tae group to implement 
solutions which are fair and reasonable, and do not discriminate against any CRES 
provider. 

Accordingly, we direct AEP-Ohio to develop an decfronic system to provide CRES 
providers access to pertinent ctistomer data, including, but not Umited to, PLC and NSPL 
values and historical usage and interval data no later than May 31, 2014. Within 30 days 
from tae date of this opinion and order, we dired representatives from AEP-Ohio to 
schedule a meeting wita members of tae OEWG to devdop a roadmap towards 
developing an EDI that wiU more effectivdy serve customers, and promote state poUdes 
in accordance wita Section 4928.02, Revised Code. Furtaer, as AEP-Ohio explains that it 
neitaer supports nor is opposed to tae idea of a POR program (AEP-Ohio Reply Br. at 64-
66), we encoxrrage interested stakeholders to attaid a workshop in conjxmction wita tiie 
five year rule review of Chapter 4901:1-10, O.A.C., as estabUshed in Case No. 12-2050-EL-
ORD d al, to be h d d on August 31, 2012. In oxn recent order OTI FiretEnergy's electric 



11-346-EL-SSO, et al. -42-

security plan {See Case No. 12-1230-EL-SSO), we noted that this workshop woxUd be an 
appropriate place of stakeholders in tae FirstEnergy proceedings to review issues rdated 
to POR programs. Similarly, we bdieve this workshop woxUd also provide stakeholders in 
this proceeding an opportunity to furtaer discuss the merits of establishing POR programs 
for other Ohio EDUs that are not currentiy using taem. The Commission concludes that 
tae modified ESFs modification to AEP-Ohio's switching rules, charges, and minimxma 
stay provisions taat are set to take effect on January 1, 2015, are consistent wita AEP­
Ohio's previously approved tariffs. Furtaer, as we previously estabUshed in our original 
opinion and order in this case, taese provisions are not excessive or inconsistent wita otaer 
dectric distribution utihties, and wiR furtaer support tae development of competitive 
markets beginning in January 1, 2015. Therdore, we find taese provisions to be 
reasonable. 

9. Distribution Investment Rider 

The Company's modified ESP appUcation indudes a Distribution Investment Rider 
(DIR), pursuant to tae provisions of Section 4928.143(B)(2)(h) or (d). Revised Code, and 
consistent wita tae approved settiement in tae Company's distribution rate case,ii to 
provide capital fimding, induding carrying cost on incremental distribution infrastructure 
to support customer demand and advanced technologies. Aging infrastructure, according 
to AEP-Ohio, is tae primary cause of customer outages and reliabihty issues. AEP-Ohio 
reasons that tae DIR wUl facUitate and encourage investments to maintain and improve 
distribution rdiabUity, aUgn customer expectations and tae expectations of tae distribution 
utility, as weU as sfreamUne recovery of tae assodated costs and reduce the frequency of 
base distribution rate cases. Replacement of aging distribution equipment wUl also 
support the advanced technologies of gridSMART which wiU reduce the duration of 
customer outages based on preUminary gridSMART Phase 1 information. The Company 
argues that its existing capital budgd forecast indudes an armual investment in exc^s of 
$150 miUion plus operations and maintenance in distribution assets. The DER mechanism, 
as proposed by tae Company, indudes components to recover property taxes, commercial 
activity tax, and to earn a return on plant in-service based on a cost of debt of 5.46 percent, 
a return on common equity of 10 J2 percent utilizing a 47.72 percent debt and 5Z28 percent 
common equity capital structure. The net capital additions to be induded in tae DIR 
reflect gross plant in-service after August 31, 2010, as adjusted for accumulated 
depreciation, because August 31, 2010, is the date certain in tae Company's most recent 
distribution rate case and any increase in n d plant that occurs after taat date is not 
recovered in base rates. The Company proposes to cap the DIR mechanism at $86 milUon 
in 2012, $104 miUion for 2013, $124 milUon for 2014 and $51.7 mUUon for tae period 
January 1 through May 31, 2015, for a total of $365.7 miUion As tae DIR mechanism is 
designed, for any year taat tae Company's investment would result in revenues to be 

1^ In re AEP-Ohia, Case Nos. ll-SSl-EL-AIR, et aL, Opinion and Order at 5-6 (Deceniber 14 2011) ia 
reference to paragraph IVA3 of the Joint Stipiilation and Recommendation filed csn November 23,2011. 
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coUected which exceed tae cap, tae overage wotdd be recovered and be subject to tae cap 
in tae subsequent period. Symmetrically, for any year that the revenue collected xmder tae 
DIR is less than tae annual cap aUowance, taen tae difference shaU be appUed to increase 
tae cap for tae subsequent period. The Company notes taat tae DIR revenue rajuirement 
must recognize tae $62,344 miUion revenue credit reflected in tae Commission approved 
Stipulation in tae Company's distribution rate case.12 As proposed by tae Company, tae 
DIR would be adjusted quarterly to refled in-service net capital additions, excluding 
capital additions reflected in otaer riders, and reconcUed for over and under recovery. The 
Company spedficaUy requests t h r o u ^ tae DIR projed, that when meters are replaced by 
tae instaUation of smart meters, fhat tae net book value of tae replaced meter be induded 
as a regtUatory assd for recovery in a future filing. The DIR mechanism would be 
coUected as a percentage of base distribution revenues. Because tae DIR provides tae 
Company wita a timdy cost recovery mechanism for distribution investment, AEPOhio 
wiU agree not to seek a change in distribution base rates wita an effective date earUer taan 
June 1,2015. (AEP-Ohio Ex. 116 at 9-12; AEP-Ohio Ex. 110 at 18-19.) 

The Company notes that Staff continuously monitors the Company's distribution 
systan reUabflity by way of service complaints, dectric outage reports and compliance 
provisions pursuant to Chapter 4901:1-10, O.A.C. In reUance on Staff testimony, tae 
Company offers tiiat tae reUabiUty of tae distribution system was evaluated as a part of 
this case. (Staff Ex. 106 at 5-6; Tr. at 4339,4345-3346.) 

Cxistomer expectations, as determined by AEP-Ohio, are aUgned wita tae 
Compan/s expectations. AEP-Ohio witaess Kirkpatrick offered that tae updated 
customer sxnvey resxUts show that 19 percent of residential customers and 20 percent of 
commercial cxistomers expect taeir rdiabiUty expectations to increase in tae next five 
years. AEP-Ohio points out that when taose customers are considered in conjtmction wita 
tae customers who expect tae uiUity to mamtain tae levd of reUabiUty, customer 
expectations increase to 90 percent of residential customers and 93 percent of commerdal 
customers. AEP-Ohio states it is currently evaluating tesed on several criteria, various 
assd categories wita a high probability of faUure and wiU develop a DER program, with 
Staff input, taking into consideration tae number of customers affeded. (AEP-Ohio Ex. 110 
at 11-19.) 

OHA supports tae adoption of the DIR as proposed by tae Company (OHA Br. at 
2). Kroger, OCC and APJN, on tae other hand, ask tae Commission to rejed tae DIR, as 
this case is not tae proper forum to consider tae recovery of distribution-related costs. 
Kroger, OCC and APJN reason that prudentiy incurred distribution cosfe are best 
considered in tae context of a base distribution rate case where such cost are more 
taoroughly reviewed by tae Commission Rroger asserts taat maintaining tae disfribution 

12 Id, 
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system is a fundamental responsibUity of tae utiUty and tae Company should continue to 
operate xmder tae terms of its last distribution rate case until tae next such proceeding. If 
tae Commission dects to adopt tae DIR mechanism, Kroger endorses Staff's position that 
tae DIR be modified to account for accimuUated deferred income taxes (ADIT) and 
accelerated tax depredation In addition^ Kroger asserts that tae DIR for tae CSP rate zone 
and the OP rate zone are distind and the cost of each xmique service area should be 
maintained and tae distribution costs assigned on tae basis of cost causation. OCC and 
APJN add that tae Company's reason for pursuing tae DIR, as a component of tae ESP 
rataer than in the distribution case, is tae expedience of cost recovery and when tiiat 
rationale is considered in conjunction wita tae lack of detaU on tae projects to be covered 
v^thin the DIR, suggest that tae DIR is not needed. (Kroger Ex. 101 at 13-19; Kroger Reply 
Br. at 3-4; OCC/APJN Br. at 87-89; Tr. at 1184.) 

OCC and APJNT argue tiiat in determining whetaer tae DIR compUes wita tae 
requirements of Section 4928.143(B)(2)(h), Revised Code, the Company focuses exdusivdy 
on tae percentage of residential and commercial customers (71 percent and 73 percent, 
respectively) who do not believe that taeir dectric service rdiabUity expedations wiU 
increase rataer tiian tae minority of customers who exped thdr service rdiaHUty 
expectations to increase (19 percent and 20 percent, respectivdy). OCC and APJN note 
that 10 percent of residential customers and seven percent of commercial customers expect 
taeir reliabihty expectations to decrease over tae next five years. At b^ t , taese interveners 
assert, tae customer siuvey resxUts are inconclusive regarding an expectation for rdiabiUty 
improvements as tae majority of cxustomers are content wita tae status quo. OCC and 
APJN state fhat wita tae lack of projed detaUs, and witaout providing an analysis of 
customer reUabiUty expectation aUgnment wife projed cost and performance 
improvements, AEPOhio has faUed to m e d its burden of proof to support the DIR. 
Accordingly, OCC and APJN request that this provision of tae modified ESP be rejeded, 
(AEP-Ohio Ex. 110 at 11-12; OCC/APJN Br. at 987-994). 

NFIB and COSE emphasize that tae DIR, as AEP-Ohio witness Roush testified, 
woiUd, if approved as proposed, result in General Service tariff rate customers receiving 
an increase of approximatdy 14.2 percent in distribution charges, about $2.00 monthly 
(NHB/COSE Br. at 8-9;Tr. at 1162-1163). 

Staff testified that consistent wita tae requirements of RxUe 4901:1-10-10(6) (2), 
O.A.C, AEP-Ohio has rate zone specific minimmn reUabiUty performance standards, as 
measured by tae cxistomer average interruption duration index (CAIDI) and system 
average interruption frequency mdex (SAIFI).^^ According to Staff, devdopment of each 
CAIDI and SAIFI takes into accoxmt tae dectric utiHty's three-year historical system 
performance, system desigri, technological advancements, tae geography of tae utUit/s 

13 See In re AEP-Ohio, Case No. D9-756-EL-E9S, Opinion and Order (September 8,2010). 
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service territory, customer perception surveys and otaer rdevant factors. Staff monitors 
tae utUity's compliance wita tae reUabUity standards. Staff offers that based on customer 
surveys, 75 to 80 percent of residential and commercial cxistomers are satisfied overaU wita 
tae Company's service reliabihty. However, tae Company's 2011 reUabiUty measures 
were bdow taeir reUabUity measures for 2010 for CSP and tae SAIFI measure was worse 
in 2011 than in 2010 for OP. Accordingly, Staff determined tiiat AEP-Ohio's reUabUity 
expectations are not cxttrentiy aligned wita tae reliability expectations of its customers. 
Staff furtaer offered that a nxmAer of conditions be imposed on tae Commission's 
approval of tae DIR, induding that tae Company be ordered to work wita Staff to devdop 
a distribution capital plan, that tae DIR mechanism indude an offeet for ADIT, irrespective 
of tae Company's asserted inconsistency wita tae distribution rate case settiement, and 
that gridSMART related cost not be recovered through tae DIR, so as to better fodUtate the 
fracking of gridSMART expenditures and savings and benefits of tae gridSMART projed. 
Further, StaJEf proposes taat AEP-Ohio be direded to make quarterly filings to update tae 
DIR mechanism, with tae filed rate to be effective, unless suspended by tae Commission, 
60 days after filing. The DIR mechanism, as advocated by Staff, would be subject to 
annual audits after each May filing and, in addition, subject to a final reconciliation filing 
on or about May 31, 2015. Witii tae final reconciliation. Staff recommends that any 
amounts coUeded by AEP-Ohio in excess of tae estabUshed cap be refunded to customers 
as a one-time credit on customer bUls. (Staff Ex. 106 at 6-11; Staff Ex. 108 at 3-4; Tr. at 
4398.) 

AEP-Ohio disagrees wita tae Staff's rationale tiiat fee Company's and customer's 
expectations are not aUgned. The Company reasons that tae Staff reUes on tae reUabiUty 
indices and tae fad that tae Company performed below tae levd of tae preceding year. 
AEP-Ohio notes that In tae most recent customer sxirvey results, wita tae same questions 
as tae prior year, tae Company received an 85 percent positive rating from residential 
customers and a 92 percent positive rating from commercial customers for providing 
reliable service. Ftirtaer, AEP-Ohio points out that missing one of tae eight applicable 
reUabUity standards during tae two year period does not, xmder tae rules, constitate a 
violation The Company also notes that tae reUabiUty standards are affeded by storms, 
which are not defined as major storms, and otaer fadors like tree-caused outages. (Tr. at 
43444345,4347,4366-4367; OCC Ex. 113, Atf. JDW-2.) 

AEP-Ohio also opposes Staff's recommendation to file tae DIR plan in a separate 
docket, subjed to an adversarial proceeding. The Company expresses great concern that 
this recommendation, if adopted, wriU result in tae Commission micromanaging and 
becoming overly involved in tae "day-to-day operations of tae business units vrithin fee 
utiUty." 

As to Staff's and Kroger's proposal to reduce tae DER to account for ADIT, tae 
Company responds that such an adjxistment would have resulted in a reduced DIR credit 
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if taken into accoxmt when the distribution rate case settiement was pending. AEP-Ohio 
argues that tae decision on tae DIR in tae modified ESP should continue to mirror tae 
understanding of tae parties to tae distribution rate case as any change would improperly 
impad tae overaU balanced ESP package. (AEP-Ohio Ex. 151 at 9-10.) 

As autaorized by Section 4928.143(B)(2)(h), Revised Code, an ESP may indude tae 
recovery of capital cost for distribution infrastructure investment to improve reliabUity for 
customers. A provision for distribution infrastruchire and modernization incentives may, 
but need not, include a long-term energy delivery infrastructure modernization plan. We 
find that tae DIR is an incentive ratemaking to accderate recovery of tae Company's 
irivestment in distribution service. In dedding whetaer to approve an ESP that contains 
any provision for distribution service. Section 4928.143(B)(2)(h), Revised Code, directs tae 
Commission, as part of its determination, to examine tae reUabUity of tae dectric utiUty's 
distribution system and ensure ttiat customers' and fhe elecfric utiUty's expectations are 
aUgned and that tae dectric utiUty is placing suffident emphasis on and dedicating 
sufficient resources to tae reUabiUty of its distribution system. 

In this modified ESP, taere is some disagreement between Staff and tae Company 
whetaer or not AEP-Ohio's reUabiUty expectations are aUgned vwta tae expectations of its 
customers. The Company focuses on customer surveys to condude that expectations are 
aUgned whUe Staff interprets fhe sUght degradation in tae rdiabiUty performance 
measures to nidicate that expectations are not aUgned. Despite tae different condusions 
by the Company and Staff, tae Commission finds that bota Staff and tae Company have 
demonsfrated that indeed, customers have a high expectation of reliable electric service. 
Given that customer surveys axe one component in tae factor used to estabUsh tae 
reliabUity indices and tae sUght reduction in tae levd of measured performance on which 
tae Staff concludes taat reUabiUty expectations are not aUgned, we are convinced that it is 
merdy a sUght difference between the Company's and customers' expectations. We also 
recognize that customer satisfaction is dependent on whetaer tae cxistomer has recentiy 
experienced any service outages and how quickly service was restored. 

The Commission finds tiiat, adoption of the DIR and tae improved service that wUl 
come wita tae replacement of aging infrastructure wiU fadUtate improved service 
reliabiUty and better aUgn tae Company's and its customers' expectations. The Company 
appears to be placing suffident proactive emphasis on and wUl dedicate sufficient 
resources to tae rdiabiUty of its distribution system. Having made such a finding, tae 
Commission approves tae DIR as an appropriate incentive to accderate recovery of AEP­
Ohio's prudentiy incxrrred distribution investment costs. We emphasize tiiat tae DIR 
mechanism shaU not indude any gridSMART costs; tae grit^MART projects shaU be 
separate and apart from the DIR mechanism and projects. Wita this clarification, we 
beUeve it is unnecessary to address tae Company's request to aUow tae remaining n d 
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book value of removed meters to be included as a regulatory asset recoverable through tae 
DIR mechanism. 

We agree wita Staff and Kroger tiiat tae DIR mechanism be revised to account for 
ADIT. The Commission finds tiiat it is not appropriate to establish tae DIR rate 
mechanism in a maimer which provides tae Company wita tae benefit of ratepayer 
suppUed funds- Any benefits residting from ADIT should be reflected in tae DER revenue 
reqxiirement Therefore, tae Commission dfrects AEP-Ohio to adjust its DIR to reflect tae 
ADIT offeet 

As was noted in tae December 14, 2012 Order on tae ESP 2, we find that granting 
tae DER mechanism requires Commission oversight We bdieye that it is detrimental to 
the state's economy to require the utiUty to be reactionary or aUow the performance 
standards to take a negative turn bdore we encourage tae dectric utiUty to proactivdy 
and effidentiy replace and modemdze infrastructure and, taerefore find it reasonable to 
permit tae recovery of prudentiy incurrwi distribution infrastructure investinent costs. 
AEP-Ohio is correct to ztspfre to move from a reactive to a more proactive replacement 
maintenance program The Company is direded to work wita Staff to devdop a plan to 
emphasize proactive distribution maintenance fhat focuses spending on where it wiU have 
tae greatest impad on maintaining and Improving rdiabUity for customers. Accordingly, 
AEP-Ohio shaU work wita Staff to develop the DIR plan fuid file tae plan for Commission 
review in a separate docket by December 1,2012. 

Wita taese modifications, we approve the DIR mechanism, and dired Staff to 
monitor, as part of fee prudence review, by an independent auditor for in-servi<£ net 
capital additions and compliance wita tae proactive distribution maintenance plan 
developed wita tae assistance of tae Staff. The proactive distribution infrastructure plan 
shaU quantify reliability improvements expeded, ensure no double recovery, and indude 
a demonsfration of DIR expenditures over projected exj>enditures and recent spending 
levels. The DIR mechanism wiU be reviewed armuaUy for accoxmting accxuracy, prudency 
and comphance wita tae DIR plan developed by tae Staff and AEP-Ohio. 

10. Pool Modification Rider 

The modified ESP appUcation includes tae planned termination of fee AEP East 
Pool Agreement (Pool Agreement). As a provision of ihis ESP,. AEP-Ohio requests 
approval of a Pool Termination Rider (JPTR), initiaUy set at zero, ff tae Company's 
corporate separation plan filed in Case No. 12-1126-EL-UNC is approved as proposed by 
tae Company, and tae Amos arid MitcheU units are fransferred as proposed to AEP-Ohio 
affiliates, taen AEP-Ohio vnH not seek to implement tae PTR irrespective of whetaer lost 
revenues exceed $35 miUion annuaUy. However, if tae corporate separation plan is denied 
or modified, taen AEP-Ohio requests permission to file for the recovery of lc»t revenue in 
assodation with termination of tae Pool Agreement via a non-bypassable rider. The PTR, 
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according to AEP-Ohio, is designed to ofi^t the nevenue losses caused by tae termination 
of the Pool Agreement since a significant portion of AEP-Ohio's total revenues come from 
sales of power to otaer Pool members. The Comipany argues that wita tae termination of 
tae Pool Agreement, tae Company wiU need to find new or additional revenue to recover 
tae costs of operating its generating assets, or it wiU need to reduce the cost assodated 
with taose assets. As AEP-Ohio claims the lost revenues^'* from capadty s a l ^ to Pool 
Agreement members cannot be nutigated by off-system sales in tae market alone. The 
Company agrees that it wiU only seek to recover lost pool termination revenues in excess 
of $35 mUIion per year during tae term of tae ESP. (AEP-Ohio Ex. 103 at 21-23.) 

OCC, APJN, FES and EEU oppose tae adoption of tae PTR, as they reason taere is 
no provision of Section 4928.143(B)(2), Revised Code, which autaorizes such a charge and 
no Commission precedent for tae PTR. EEU asserts that approval of tae PTR would 
essentiaUy be tae recovery of above-market or fransition revenue in violation of state law 
and tae dectric transition plan (ETI^ Stipulations,T^5 As proposed, tae interveners daim 
that tae PTR is one-sided to the benefit of tae Company. FES offers tiiat taere is 
insufficient information in tae record to aUow tae Commission to evaluate tae terms and 
conditions of tae PTR, as a part of tae modified K P , to require ratepayers to submit $350-
$400 maUon over tae term of tae ESP. Furthermore, OCC and APJN note that the 
Commission has disregarded fransactions related to tae Pool Agreement for the purpose 
of considering revenue or sales margins from opportunity sales (capadty and energy) as to 
FAC costs or consideration of off-system sales in the evaluation of significantiy excessive 
earnings test^^ Accordingly, OCC and APJN reason that because tae Commission has 
previously disregarded fransactions rdated to fee Pool Agreement that it -would be unfair 
and unreasonable to ensure AEP-Ohio is compensated for lost revenue based on tae Pool 
Agreement at tae cost of ratepayers. For taese reasons, OCC and APJN beUeve the PTR 
should be rejeded or modified such that AEP-Ohio customers recdve the benefits from tae 
Company's off-system sales. lEU says tae PTR provides a competitive advantage to 
GenResources and, taerdore, violates corporate separation requirements. (OCC/APJN Br­
at 85-87; lEU Br. at 69; lEU Ex. 124 at 30-31; FES Br. at 106-109; Tr. at 582,698.) 

The Company dispels tae assertion that taere is no statatory basis for a pool 
termination cost recovery provision in an ESP on tae basis tiiat tae Commission has 
afready rejected this argument in its December 14, 2011, Order on tae ESP 2, where tae 
Commission determined a pool termination rider may be approved "pursuant to Section 

'̂* AEP-Ohio would determine fhe amount of lost revenue by comparing the lost pool capaxity revenue for 
the most recent 12 montiv period preceding fhe effective date of tiie change n\ fee AEP Fool to increases 
in net revenue related to new wholesale transactions or decreases in generation asset costs as a result of 
terminating the Pool Agreement 
In re AEP-Ohio, Case Nos. 99-1729-EL-ETP and 99-1730-EL-ErP, Order (September 28,2000). 

^^ Inre AEP-Ohio, ESP I Order at 17 (March 18,2009); In re AEP-Ohio, Case No. 10-1261-EL-UNC Order at 
29 (January 11,2011). 
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4928.143(B), Revised Code," and furtaer concluded that establishing a rider "at a zero rate 
does not violate any regxdatory principle or practice."^^ According to tae Company, the 
otaer criticisms that taese parties raise regarding tae PTR are objections as to hovir, or tae 
extent to which, pool termination costs should be recoverable through tae rider which are 
not ripe and should be addressed if, and only if, AEP-Ohio actuaUy pursues recovery of 
any such costs ui tae future as part of a separate proceeding. (AEP-Ohio Reply Br. at 59-
60.) 

We find statatory support for tae adoption of tae PTR in Section 4928.143(B)(2)(h), 
Revised Code. The FTR serves as an incoitive for AEP-Ohio to move to a competitive 
market to tae benefit of its shopping and non-shopping customers, witaout regard to the 
possible loss of revenue associated wita the termination of tae Pool Agreement wita tae 
fuU transition to market for aU SSO customers by no later than June 1,2015. Therefore, we 
approve tae PTR as a placeholder mechanism, initially established at a rate of zero, 
contingent upon tae Commission's review of an application by tae Company for such 
costs. The Commission notes that in permitting tae creation of tae PTR, it is not 
autaorizing tae recovery of any costs for AEP-Ohio, but is aUowing for tae establishment 
of a placeholder mechanism, and any recovery under tae PTR must be spedficaUy 
autaorized by tae Commission U, and when, AEP-Ohio seeks recovery under tae PTR, it 
wUI maintain tae burden set forta in Section 4928.143, Revised Code. In addition, tae 
Commission finds that ui tae event AEP-Ohio seeks recovery under tae PTR, AEP-Ohio 
must first demonstiate tae extent to which tae Pool Agreement benefitted Ohio ratepayers 
over the long-term and the extent to which tae costs and/or revalues should be aUocated 
to Ohio ratepayers. Furtaer, AEP-Ohio must demonstrate to tae Commission that any 
recovery it seeks under tae PTR is based upon costs which were prudentiy incurred and 
are reasonable. Importantiy, this Commission notes taat AEP-Ohio wUl only be pennitted 
to requests recovery shotild this Q)mmission modify or amend its corporate separation 
plan as filed in Case No. 12-1126-EL-UNC only as to divestiture of tae generaticai assets; 
we specificaUy deny tae Compan/s request for recovery through tae PTR based on any 
otaer amendment or modification of tae corporate separation plan by this Commission or 
tae Federal Energy Regulatory Commission (FERQ or FERCs denial or impediment to tae 
transfer of tae Amos and MitcheU units to AEP-Ohio affiliates. As such, AEP-Ohio's right 
to recover lost revenues under tae PTR is based exclusively on tae actions, or lack taereof, 
of this Commission. 

11. Capacity Plan 

Pxirsuant to the Commission's Entry on Rehearing issued February 23, 2012, in tae 
ESP 2 cases, and tae Entry issued March 7, 2012, in tae Capadty Case, tae Commission 
directed that tae Capacity Case proceed, witaout furtaer delay, to facilitate tae 
development of tae record to address tae issues raised, outside of tae ESP proceeding. 

17 In re AEP-Ohio, Case No. 11-346-EL-SSO et al . Order at 50 (December 14,2011). 
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WhUe tae Capadty Case continued on an expedited schedide to determine tae state 
compensation mechanism, AEP-Ohio nonetheless included, as a component of this 
modified ESP, a capacity provision different from its Utigation position in tae Capacity 
Case, which may be summarized as foUows. As a component of this modified ESP, tae 
Company proposes a two-tiered, capadty pridng mechanism, wita a tier 1 rate of $145.79 
per MW-day and a tier 2 rate of $255.00 per MW-day. Shopping customers, within each 
rate class, would receive tier 1 capadty rates in proportion to taeir relative retaU sales level 
based on tae Company's retaU load. During 2012, 21 percent of tae Company's total retaU 
load would receive tier 1 capadty and in 2013, tae percentage woxild increase to 31 
percent: In 2014, tiirougli the end of tae ESP, May 31,2015, tae tier 1 set aside percentage 
would increase to 41 percent of tae Company's retaU load. AU otaer shopping customers 
would receive tier 2 capadty rates. For 2012, an additional aUotment of tier 1 priced 
capadty wUl be available to non-mercantile customers who are part of a community tiiat 
approved a governmental aggregation program on or before November 8,2011, even if tae 
set-aside has been exceeded. AEP-Ohio does not propose any special capadty set-aside for 
governmental aggregation programs after 2012 (AEP-Ohio Ex. 101 at 15; AEP-Ohio Ex. 
116 at 6-7.) 

AEP-Ohio argues that its embedded cost-based charge for capadty is ^55.72 per 
MW-day, as supported by tae Company in tae Capacity Case. Furtaer, AEPO>hio projects, 
wita forward energy pridng decreasing over tae remainder of 2012 by approximatdy 25 
percent and based upon tae switching rates experienced by otaer Ohio electric utUities, 
that by tae end of 2012 shopping rates in AEP-Ohio territory wiU increase to 65 percent of 
residential load, 80 percent of commercial load and 90 percent of industrial load 
(excluding one large customer). AEP-Ohio reasons that tae two-tier capadty pricing 
mechanism is a discount fi'om the Company's embedded cost of capacity which wiU 
provide CRES providers headroom, tae ability to offer shopping customers lower 
competitive electric service rates and expand competition in tae Company's service 
territory and, as a component of this modified ESP, balances tae revenue losses Ukely to be 
experienced by tae Company. Furtaer, AEP-Ohio submits taat the capacity pridng 
offered as a part of this modified ESP is intended to mitigate, in part, tae financial harm 
tae Company will potentiaUy endure if tae Company is reqxiired to provide capadty at 
PJM's RPM-based rate. (AEP-Ohio Ex. 116 at 4-5,8-9; Tr. at 332-333.) 

As an alternative to tae two-tiered capadty mechanism, AEP-Ohio proposes as a 
component of tae modified ESP, to charge CRES providers its embedded cost of capadty 
$355.72 per MW-day wita a $10 per MWh biU credit to shopping customens, subject to a 
cap of $350 mUUon through December 31, 2014. Shopping credits would be Umited to up 
to 20 percent of the load of each customer class for Jxme 2012 through May 2013, and 
increase to 30 percent for tae period June 2013 through May 2014 and taen to 40 percent 
for the period June 2014 through December 2014. AEP-Ohio's rationale for tae alternative 
is to ensure shopping customers receive a direct and tangible benefit to shop that is fixed 
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and known regardless of tae CRES provider selected. (AEP-Ohio Ex. 116 at 15-17; Tr. at 
427,1434.) 

On JxUy 2, 2012, tae Commission issued tae Order in tae Capadty Case (Capadty 
Order) wherein tae Commission determined $188.88 per MW-day as tae appropriate 
charge to enable tae Company to recover its capadty costs ptxrsuant to its Fixed Resource 
Requirements (FRR) obUgations fi-om CRES providers.^^ However, tae Capacity Order 
also diriected taat AEP-OMo's capadty charge to CRES providers shaU be tae auction-
based rate, as determined by PJM via its rdiabiUty pridng model (RPM), including final 
zonal adjustments, on tae basis that the RPM rate wUl promote retaU electric 
competition.^^ 

In the Capacity Order, tae Commission also autaorized AJEP-Ohio to modify its 
accounting procedures to defer tae incurred capacity costs not recovered from CRES 
providers, commencing June 1, 2012, through tae end of this modified ESP, with tae 
recovery mechanism to be estabUshed in this proceeding.^ 

In this Order on the modified ESP, tae Commission adopts, as part of tae RSR, tae 
recovery of tae difference between tae RPM-based capadty rate and AEP-Ohio's state 
compensation mechanism for capadty as determined by tae Commission. 

Stafi endorses tae Company's recovery of tae difference between the state 
compensation mechanism for capadty and tae RPM rate (Staff Reply Br. at 13), On the 
otaer hand, EEU, OCC and APJN argue that taere is no record evidence in this modified 
BSP case, or any otaer proceeding, to determine an appropriate mechanism to coUect 
deferred capadty charges in contradiction of the reqxiirements in Section 4903.09, Revised 
Code, and tae parties were not afforded due process on tae issue. Furtaermore, OCC and 
APJN reason fhat tae capadty charge deferrals cannot be a provision of an ESP as tae 
charges do not faU within one of tae specified categories listed in Section 4928.143(B)(2), 
Revised Code, and taere is no statatory basis xmder Chapter 4928, Revised Code, for such 
charges. OCC and APJN also contend approval of tae recovery of deferred capadty 
charges violates state poUdes expressed in Section 4928.02, Revised Code, at paragraph 
(A), which requires reasonably priced retaU electric service; at paragraph (hS), which 
prohibits anticompetitive subsidies from noncompetitive retaU electric service to 
competitive retaU service; and at paragraph (L), which requires tae Commission to protect 
at-risk populations. (OCC/APJN Reply Br. at 18; lEU Reply Br. 6-7). 

18 In re Capacity Case, Ordra at 33-36 (Tuly X 2012). 
19 In re Capacity Case, Order at 23 Qvi^ 2, 2012). 
20 In re Capacity Case, Order at 23 0uly 2,2012). 
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Certain parties that oppose tae Commission's incorporation of tae Capadty Case 
deferrals in tae modified ESP overlook tae fact that tae Capadty Case was opened prior to 
each of tae ESP 2 appUcations filed by AEP-Ohio and that each of tae appUcations 
proposed a state compensation capadty charge and plan for resolution of tae issue. The 
Commission rejects tae Company's two-tier capadty plan and rates, proposed as a part of 
tiiis modified ESP 2. 

Furthermore, in accordance wita Section 4928.144, Revised Code, the Commission 
may order any just and reasonable phase-in of any rate or price established under Sections 
4928.141, 4928.142, or 4928.143, Revised Code, induding carrying charges. Where tae 
Commission establishes a phase-in, tae Commission must also autaorize tae creation of 
tae regulatory asset to defer tae uicurred costs equal to tae amount not coUected, plus 
carrying diarges on tae amount not coUected, and autaorize tae recovery of tae deferral 
and carrying charges by way of a non-b3rpassable surcharge. 

Several of tae interveners argue that because tae record in the modified ESP was 
closed when tae Capadty Order was issued, tae deferral of capadty charges was not made 
an issue in tae modified ESP case, tae record does not support tae deferral of capadty 
charges or that tae parties were not afforded due process on tae issue. We disagree. AEP­
Ohio proposed certain capadty charges and a plan as a part of this modified K P and 
consistent wita tae Commission's authority we may approve or modify and approve an 
ESP. Nothing in tae Section 4928.144, Revised Code, limits the Commission's autaority to 
modify fhe ESP to include deferrals on its own motion. W i ^ the Commission's decision to 
begin coUecting tae deferral in part through tae RSR, aU otaer issues raised on this matter 
are addressed in that section of the Order. 

12. Phase-in Recovery Rider and Securitization 

As part of AEP-Ohio's ESP 1 case, to initigate tae impact of tae rate increase for 
customers, tae Commission ordered, pursuant to Section 4928.144; Revised Code, tae 
Company to phase-in any increase autaorized over an established percentage for each year 
of tae ESP.21 The Commi^ion autaorized CSP and OP to estabUsh a regulatory asset to 
record and defer fuel expenses, wita carrying costs at tae weighted average cost of capital 
(WACQ, wita recovery through a non-bypassable surcharge to commence January 1, 
2012, and continue tiirough December 31, 2018.̂ ^ This aspect of tae ESP 1 Order is final 
and non-appealable. On September 1,2011, CSP and OP filed the Phase-in Recovery Case 
appUcation to request tae creation of tae Phase-In Recovery Rider (PIRR), a mechanism to 
recover tae accumulated deferred fud costs, induding carrying costs, to be effective wita 
tae first billing cycle of January 2012. The Phase-in Recovery Case was a part of tae 
proposed l^P 2 Stipulation which was initiaUy approved by the Commission on 

21 ESP10rda;at22. 
22 ESP 1 Order at 20-23; Erst ESP EOR at 6-10. 
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December 14, 2011. Consistent wita tae Commission's directive Ui tae February 23, 2012 
Entry on Rehearing rejecting tae ESP Stipulation, a procedural schedtUe was established 
for tae Phase-in Recovery Case to proceed independenUy of any ESP. On August 2,2012, 
tae Commission issued its decision on tae Company's PIRR appUcation. 

Notwithstanding tae Phase-in Recovery Case, as a part of this modified ESP case, 
AEP-Ohio requests that recovery of tae deferred fuel - expenses be ddayed, whUe 
continuing to accrue carrying cost at WACC, xmtU June 2013. The Company does not 
propose bo extend tae recovery period. AEP-Ohio also proposes that tae PIRRs of CSP and 
OP be combined The rationale presented by tae Company for ddaying coUection of tae 
PIRR is to coindde wita and offset tae consoUdation of tae FAC, which tae Company 
reasons will minimize customer rate impacts. According to AEP-Ohio witaess Roush, 
combining tae PIRR rates wiU increase tae rate for customers in tae CSP rate zone and 
reduce tae rate for customers in tae OP rate zone. In this modified ESP proceeding, AEP­
Ohio also requests that tae Commission suspend tae procedural schedxde in the PIRR 
cases. (AEP-Ohio Ex. 118 at 8; AEP-Ohio Ex. 119 at 3; AEP-Ohio Ex 111 at 5-6.) 

AEP-Ohio witaess Hawkins acknowledges that legislation permitting tae 
securitization of the PIRR was passed in December 2011 but claims that securitization of 
tae PIRR regulatory assd wiU Ukely take about nine months to finaUze after tae issuance 
of a final, non-appealable order. AEPOhio admits that securitization of tae PIRR 
regulatory assets would reduce customer costs as a result of tae reduction in carrying costs 
and provide tae Company wita capital to assist wita tae transition to market. (AEP-Ohio 
Ex. 102 at 7-8.) 

OCC opposes tae notion that AEP-Ohio be permitted to earn a return on its own 
capital at WACC whUe tae PIRR is delayed at tae Company's request. Furtaer, OCC and 
APJN agree wita Staff that collection of tae PIRR should commence as soon as possible 
after tae Commission issues its Order, tae dday in coUection amoxmts lo an additional cost 
of $64.5 mUUon. OCC and APJN argue that taere is no justification for tae dday and tae 
delay at WACC only serves to benefit tae Company. Since tae delayed coUection is at fhe 
Company's request, OCC and APJN advocate that no furtaer carrying charges accrue or 
the carrying charge be reduced to the long-term cost of debt. (OCC Ex, 115 at 4-7; OCC Ex. 
I l l at 20-22; OCC/APJN Br. at 64.72) 

Sioularly, DEU argues that tae delay of tae PIRR violates Section 4928.144, Revised 
Code, which requires that tae dday in collection at WACC be consistent wita sound 
regulatory practice, just, and reasonable. EEU estimates tae additional carrying cost wiU be 
at least an additional $40 to $45 mUUon and reasons taat AEP-Ohio was only autaorized to 
coUect WACC on deferred fud costs through December 31, 2011, tae end of ESP 1. (lEU 
Ex. 129 at 30^1,14; Tr. at 3639,4549.) 
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Ormet argues that tae increased carrying charge to defer tae implementation of tae 
PIRR xmtU June 2013 is excessive and presents a number of legal and pragmatic issues. 
Ormet notes that tae interest to be inctured by delaying tae implementation of tae PIRR is 
based on an interest rate of 11.26 percent, more tixah AEP-Ohio utilized to determine tae 
RSR. Ormet encottrages tae Commission to reduce tae carrying cost, in Ught of tae change 
in economic and finandal circumstances since tae ESP 1 Order, to tae short-term cost of 
debt and to delay PIRR implementation xmtU securitization is complete or at least untU 
June 2013. (Ormet Br. at 23-24.) 

Ormet and EEU request that tae Company be directed to maintain tae separate PIRR 
mechanisms for CSP and OP to reduce tae impact on ratepayers. lEU notes that CSP 
customers have contributed approximatdy one percent of tae total PURR balance. Ormet 
notes that tae deferred fud expenses that are tae basis of tae PIRR, as provided in tae ESP 
1 Order, is a final non-appealable order for which AEP-Ohio may rely to sedc 
securitization AEP-Ohio has argued such in this case in its fiUng of March 6, 2012, and 
Ormet contends that pursuant to Nationwide Ins. Co. v. Hall, No. 1258,1978 WL 214906 at *3 
(Ohio App. 7 Dist Mar. 23, 1978) AEP-Ohio can not now assert a contradictory legal 
position (Tr. at 4543-4548; Ormet Ex. 106B at 9; Ormet Br. at 23-27; lEU Ex. 129 at 9-11; 
ffiUBr.at72) 

Ormet asserts fhat blending tae PIRR rate for CSP and OP rate zones constitates a 
retroactive change in fud costs for which AEP-Ohio has faUed to offer any justification 
Ormet states that at tae time the fuel cost were incurred, CSP and OP were not merged 
and that the overwhelming majority of tae PIRR balance is from the OP rate zone. The 
rationale offered by Ormet is that tae blending of tae FAC rate is fxmdamentaUy different 
from tae blending of tae FERR rate, as FAC is an ongoing look at current and future fud 
costs where tae PIRR is tae coUection of previously incxrrred, deferred fud costs. Ormet 
argues taat tae Commission has previoxisly concluded fhat tae distinction between 
retrospective and prospective is key to what constitates prohibited retroactive ratemaking. 
Ormet asks that, consistent wiA tae Commission's determination in tae ESP 1 Entry on 
Remand Order, that the Q^mmission find tae blending of tae CSP and OP PIRR balances 
equates to dianging the rate for previously incurred but deferred fuel costs. (Tr. at 1187, 
4536-4537,4540; Ormet Br. at 27-31.) 

Hie Company reasons that tae PIRR regulatory asset is on tae books of OP, as tae 
surviving entity post-merger, along wita aU of tae otaer assets and UabiUties of tae former 
CSP. Therefore, it is appropriate for aU AEP-Ohio customers to pay tae PIRR. AEP-Ohio 
notes fhat Staff advocates that tae FAC and PIRR be immediatdy unified and 
implemented, because CSP customers benefit from a rate impact perspective wita the 
merging of bota rates (Tr. at 45394540). 
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Stafi opposes tae Company's request to delay recovery of tae merged PIRR rates 
and recommends fhat tae Commission direct recovery to commence upon approval of &e 
modified ESP to avoid increased carrying charges assodated wita the dely. Staff notes 
that with a PERR balance of approximately $549 miUion, delaying PIRR recovery until June 
2013 results in additional carrying charges of $71 mUUon at tae WACC Furtaer, Staff 
supports tae merger of tae PIRR rates. (Staff Ex. 109 at 4-5.) 

AEP-Ohio answers that tae difference between tae Company's proposal to dday 
coUection of tae PIRR in comparison to tae Staff and certain interveners opposition to tae 
delay is essentiaUy a balancing or prioritizing between two goals: mitigating present rate 
impacts and reducing tae total carrying charges. The Company's proposal was aimed at 
addressing tae first goal and tae Staff's position prioritizes tae second goal. The Company 
contends that its proposal to delay implementation of tae PIRR until Jixhe 2013 to coindde 
wita tae unification of FAC rates is reasonable, resxUts in minimal immediate rate impacts 
to customers, and should be approved 

AEPO)hio's request to suspend tae procedural schedule in the PERR case is mooL as 
it does not appear that tae Company made a simUar request in tae Phase-in Recovery 
Cases, and given that tae Commission has issued its dedsdon on tae PIRR appUcation. 
Consistent wita tae Company's Umited request as to the PIRR in this modified ESP, we 
wUI address tae commencement of tae amortization period for tae PIRR, combining tae 
PIRR rates for tae CSP and OP rate zones and securitization. Any remaining issue raised 
as to tae dderred fud expense or tae PIEiR that is not addressed in tiie Phase-in Recovery 
Order or this modified ESP Order is denied. 

As AEP-Ohio correctiy points out, ddaying coUection of tae PIRR to offiset against 
tae merged FAC rates, as opposed to immediately commencing coUection of tae PIRR, is 
indeed tae prioritizing between two goals. AEP-Ohio's request to delay commencement 
of tae amortization period for tae PIRR is denied In this case, where tae accrued carrying 
charges during the requested delay are estimated to be an additional $40 to $71 miUion, it 
is unreasonable for tae Commission to approve the delay and permit carrying charges to 
continue to aorue merdy to fadUtate one charge offsetting anotaer. AEP-Ohio is directed 
to commence recovery of tae PIRR charges as soon as practicable after tae issuance of this 
Order. 

We agree wita tae recommendation of Ormet and EBU to maintain separate PIRR 
rates for tae CSP and OP rate zones. The PIRR balance was incurred primarily by OP 
customers, and according to cost causation principles, tae recovery of tae balance should 
be from OP customers. Furtaer, as discussed above, the Commission directs that FAC 
rates should be maintained on a separate basis. 
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lEU argues taat tae PIRR fails to address tae requirements of Section 4928.20(1), 
Revised Code,23 that requires non-bypassable charges arising from a phase-in deferral are 
appUcable to customers in governmental aggregation programs only in proportionate to 
tae benefit received. EEU's claim tiiat tae PIRR violates Section 4928.20(1), Revised Code, is 
misdirected. The PIRR is not part of this J^P proceeding but was tae directive of tae 
Commission in tae Company's prior ESP case. Therdore, tae Commission finds that lEU 
should have raised this issue in tae ESP 1 case or when the Commission established tae 
PIRR and taat Section 4928.144, Revised Code, as to tiie coUection of tae PERR, is not 
applicable to this modified ESP proceeding. 

The Commission notes that AEP-Ohio witaess Hawkins testified that securitization 
of tae PIRR regxdatory assets would reduce customer costs through the reduction of tae 
carrying cost and provide AEPOhio wita tae needed capital to assist wita tae transition to 
competitioiu AEP-Ohio also states that recovery of the PIRR can commence before 
securitization is complde. Ormet supports securitization of tae PIRR. (AEP-Ohio Ex. 102 
at 8; Ormet Br. at 24-25.) 

FinaUy, whUe AEP-Ohio does not spedficaUy propose secxiritization of the PIRR in 
the modified ESP, AEP-Ohio notes that secmitization offers a benefit to bota customers 
cuid AEP-Ohio. Furtaer, no parties opposed tae idea of securitizing tae PIRR. 
Accordingly, we direct AEP-Ohio to take advantage of this extremely useftd tool our 
General Assembly created for dectric utihties and taeir customers through House BiU 364 
and secmitize tae PIRR deferral balance. Securitization not only leads to lower utiUty bills 
for aU customers as a resxUt of reduced carrying costs, but also leads to lower borrowing 
costs for AEP-Ohio. The Commission finds it extremdy important, particularly when our 
State has been hit by tough economic times, to keep cxistomer utiUty biUs as low as 
possible, and secmitization of tae PIRR provides us wita a means to ensure we protect 
custonxer interests. Therdore, AEP-Ohio shaU initiate tae securitization process for tae 
PIRR deferral balance as soon as practicable.. 

23 Section 4928.20(1), Revised Code, states: 
Customers that are part of a govenunental a^fregatjon under this section shall he responsible only for 
such portion of a surcharge under section 4928.144 of the Revised Code that is pioportianate to the 
benefits, as detainined by the commission, that electric load centers within the jurisdiction of the 
governmental aggregation as a group receive. The proportionate suidiarge so established shaU apply to 
each customer of the governmental aggregation while the customer is part of that aggregation. If a 
cosfomer ceasra being such a customer, the otherwise applicable surcharge shall apply. Nothing in this 
section shall result in less than full recovery by an electric distribution utiKty of any stucharge 
authorized under section 4928.144 of ttie Revised Coda Nothing in ihis section shall result in less than 
the full and timely imposition, charging, collection, ai«i adjustment fay an electric disfcribation utility, its 
assignee, or any coUection agents of the phase-in-recoveiy charges authorized pursuant to a final 
finding order issued prusuant to sections 4928.23 to 4928.2318 of the Revised Code. 



11-346-EL-SSO, etal. -57-

13. Generation Asset Divestiture 

The Company describes, but does not request as a part of this modified ESP, its 
proposed application for fuU corporate separation filed in Case No. 12-1126-EL-UNC 
(Corporate Separation Case), pursuant to tae requirements of Section 4928.17, Revised 
Code, and Chapter 4901:1-37, O.A.C.24 AEPO>hio asserts full corporate separation is a 
necessary prereqxiisite for generation asset divestiture and AEP-Ohio's transition to an 
auction-based SSO. Pursuant to the proposed modified ESP and tae Company^s proposed 
corporate separation plan, AEPOhio wiU retain transmission and distribution-rdated 
assets, its REPAs and tae associated RECs. AEP-Ohio wiU transfer to its generation 
affUiate, GenResoxuxes, existing generation units and contractxial entitiements, fud-idated 
assets and contracts and other assets and UabiUties related to tae generation business.^ 
The generation assets wUl be transferred at net book value. AEP-Ohio propcera to retain 
senior notes and poUution control revenue bonds, as such long-term debt is not secured by 
tae generation assets being transferred to GenResources. The Company expects to 
complete termination of tae Pool Agreement and fuU corporate separation by January 1, 
2014.26 (AEP-Ohio Ex. 103 at 4^ , 8,21-22.) 

AEP-Ohio is a Fixed Resource Requirement (FRR) entity, pursuant to tae 
requirements of PJM Interconnection LLC (PJM), and must remain an FRR untU June 1, 
2015. To meet its FRR obUgations after fuU corporate separation and bdore tae proposed 
energy auctions for deUvery commencing January 1, 2015, tae Company states 
GenResomrces wiU provide AEPOhio, via a fxdl requirements wholesale agreement, its 
load requirements to supply non-shopping customers. Pursuant to tae proposed modified 
ESP, AEP-Ohio proposes that for tae period January 1, 2015 tiirough May 31, 2015, 
GenResources wUI provide AEP-Ohio only capadty, no energy, at $255 per MW-day and 
tae contract between AEP-Ohio and GenResources wiU terminate effective June 1, ^115, 
when bota energy and capadty wUl be provided to SSO customers through an auction, 
WhUe AEP-Ohio is an FRR entity, tae Company states it wUI make capacity payments to 
GenResources for the energy only auctions proposed in this modified ESP at $255 per 
MW-day. Generation-rdated revenues paid to AEP-Ohio by Ohio ratepayers wiU be 
passed tiirough to GenResources for capacity and energy recdved for tae SSO load, and 
AEP-Ohio wUl reimburse GenResources on a doUar-for-doUar basis for transmission, 
ancillary, and otaer service diarges biUed to GenResources by PJM to serve AEP-Ohio's 

^* See bi the Matter of the Applicatkm of Ohio Power Compmtyjbr Approod of FuU Legal Corporaie Separation and 
Amendment to its Corporate Separation Plan, Case No. 12-1126-EmNC, filed March 30,2D1Z 

^ AEP-Ohio notes that aftser transfexring the generation assets and liabilities to GenResources, 
GenEesouroeg wfll transfer Amos imit 3 and 80 percent of the Mitchell Plant to Appalachian Power 
Company (APCo) and transfer the balance of the Mitchell Plant to Kentucky Power Company (KYF), so 
the utilities can meet their respective load requirement absent die AEP East Pool Agreemart (AEP-Ohio 
Ex. 101 at 22). 

^ As a part of the modified ESP, AEP-Ohio requests approval for a Pool Tesrmination Rider which is 
addressed in a separate section of this Order. 
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SSO load. In addition, AEP-Ohio wiU remit aU capadty payments made by CRES 
providers pursuant to PJM's RdiabiUty Assurance Agreement to GenEesources as weU as 
revenues from tae RetaU StabiUty Rider as compensation for ftUfiUment of AEP-Ohio's 
FRR obUgations. (AEP-Ohio Ex. 101 at 23; AEP-Ohio Ex. 103 at 6-8; Tr. at 515-519.) 

lEU, OCC and AFJN argue that because AEP-Ohio has made tae modified ESP 
filing contingent on receiving approval of the corporate separation plan yet faUed to 
request consoUdation of tae Corporate Separation Case, tae Commission cannot approve 
tae corporate separation plan as a part of this proceeding. (OCC/APJN Br. at 73; lEU Br. 
7^77) 

In fact, lEU argues that AEPOhio is not tae FRR entity but, American Electric 
Power Service Corporation (AEPSC) is tae FRR entity on behalf of aU of the American 
Electric Power operating companies witfiin PJM and, taerefore, AEP-Ohio does not have 
any FRR obhgation Nor has AEP-Ohio offered Uito evidence, lEU notes, AEPSCs FRR 
capadty plan or indicated which of AEPOhio's generation assets are part of the capadty 
plan. lEU reasons that AEP-Ohio's generation assets are not dedicated to AEP-Ohio's 
distribution customers and may be replaced by otaer capadty resources. (lEU Ex. 125 at 
23, AEP-Ohio Ex. 103 at 9.) 

DER and DECAM argue taat AEP-Ohio's proposal to contract wife GenResources 
to serve the SSO load at tae proposed capadty price after corporate separation is an iUegal 
violation of tae corporate separation laws and violates state poUcy causing a negative 
impact on tae abUiiy of unaffiUated CRES providers to compete in OP territory (Tr. at 812-
813; DER/DECAM Br. at 11). 

Staff opposes AEP-Ohio's request to retain $296 mUfion in poUution control bonds, 
where there has not been, according to Staff, any demonstration taat use of &e 
intercompany notes would have a substantial negative affect on the generation affiliate's 
cost of debt Staff proposes taat AEP-Ohio be directed to make a filing with tae 
Commission witiiin six months after tae completion of corporate separation, to 
demonstrate that taere is not any substantial negative impact on AEP-Ohio if tae debt or 
intercompany notes are not transferred to tae generation affiliate. Therdore, Staff 
recommends fhat tae Commission deny this aspect of the Company's ESP proposal at this 
time. Furtaer, Staff recommends fhat tae Corporate Organization chart be updated to 
reflect tae legal entities that are related to American Electric Power Inc., as weU as aU 
reportable segments rdated to AEP-Ohip, in a format and manner simUar to tae 
information American' Electric Power Inc. provides in its 1 OK fUing to fhe Securities and 
Exchange Commission. (Staff Ex. 108 at 5-6; Tr. at 440S4406.) 

AEP-Ohio did not request consoUdation of its pending corporate separation plan in 
conjtmction wita this modified ESP appUcation, and as such tae Commission wiU consider 
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tae corporate separation application in a separate docket As such, tae piimary issues to 
be considered in this modified ESP proceeding is how tae divestiture of the generation 
assets and tae agreement between AH*-Ohio and GenResources wUl impact SSO rates. 

We find EEU's arguments, taat AEPOhio is not tae entity committed to an FRR 
obligation wife PJM to be form over substance. AEPSC entered into tae FRR agreement on 
behalf of AEP-Ohio and otaer AEP-Ohio operating affiliates and tae legal obUgation of 
AEP-Ohio is no less binding tiian if AEP-Ohio entered into the agreement directiy. 

The Commission finds that suffident information regarding tae proposed 
generation asset divestiture and corporate separation, as reflected in more detaU in tae 
Corporate Separation Case, has been provided in tiiis modified ESP case to allow tae 
Commission to reasonably conclude that termination of tae Pool Agreement and corporate 
separation facUiiate AEP-Ohio's transition to a competitive market in Ohio. Wita tae 
modification and adoption of tae modified ESP, as presented in this Order, tae 
Commission may reasonably determine tae ESP rates, including tae rate impact of tae 
generation asset divestitine, on tae Company's SSO customers for the term of tae modified 
ESP, where upon SSO rates wiU subsequentiy be subjed to a competitive bidding process. 
WhUe, AEP-Ohip proposes to enter into an agreement wita GenR^oixrces to provide AEP­
Ohio capadty at $255 per MW-day, we emphasize that based on tae Commission's 
decision in tae Capadty Case, AEP-Ohio wiU not receive any more than tae state 
compensation capacity charge of $188.88 per MW-day from Ohio customers during tae 
term of this ESP. 

As the Commission understands tae Company's description of the generation 
divestiture, aU AEP-Ohio generation fadUties, except Ames and MitcheU, wiU be 
transferred to GenResources at net book value. Amos and MitcheU wiU ultimatdy be 
transferred to AEP-Ohio operating affiUates at net book value. 

Staff raises some concern wita tae implementation of corporate separation and tae 
lack of tae Company's transfer of aU debt and/or intercompany notes to GenResources. 
Despite tae Stafi's recommendation, tae Commission approves AEP-Ohio's requests to 
retain tae poUution control bonds contingent upon a filing wita the Commission 
demonstrating that AEP-Ohia ratepayers have not and wiU not incur any costs associated 
wita tae cost of servicing tae assodated debt More spedficaUy, AEP-Ohio ratepayers 
shaU be hdd harmless for tae cost of tae poUution control bonds, as weU as any otaer 
generation or generation related debt or Uiter-company notes retained by AEP-Ohio. AEP­
Ohio shaU file such information wita tae Commission, in this docket no later than 90 days 
after tae issuance of this Order. Accordingly, tae Commission finds that, subject to our 
approval of tae corporate separation plan, tae dectric distribution utiUty should divest its 
generation assets from its noncompetitive dectric distribution utiUty assets by transfer to 
its separate competitive retaU generation subsidiary, GenResources, as represented in this 
modified ESP. The Company stat^ taat it has notified PJM of its intention to enter PJM's 
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auction process for tae delivery year 2015-2016. The Commission wUl review tae 
remaining issues presented in tae Company's Corporate Separation Case. 

tti regards to tae contract between AEP-Ohio and GenResources, FES contends that 
after corporate separation AEPOhio cannot simply pass-through the generation revenues 
it receives witaout evidence that tae cost are prudent consistent wita Section 
4928.143(B)(2)(a), Revised Code, and AEP-Ohio has done nothing to estabUsh that $255 per 
MW-day for capadty is prudent The price of $255 per MW-day is unrdated to cost or 
market rates, and according to FES, appears to be weU above market Furtaermore, 
Constellation and Exdon witness Fein testified that Exelon made an offer of energy and 
capadty and an offer for capadty only to serve AEP-Ohio's SSO load Jxme 1,2014 through 
May 31, 2016, at a cost lower than tae Company is proposing as a part of this modified 
ESP. Constellation and Exelon emphasize tiiat tae PJIVE tariff does not prohibit an FRR 
entity from making bUateral purchases in tae market to meet its capacity obUgations. 
(ConsteUation/Exelon Ex. 101 at 17-19). FES notes taat according to testimony offered by 
AEP-Ohio witness Nelson, tae $255 MW-day for capadty is not based on costs nor indexed 
to tae markd rate. Furthermore, FES points out that AEPSC is negotiating tae contract for 
both AEP-Ohio and GenResources. AEP-Ohio has no intent, based on tae testimony of 
Mr. Nelson, to evaluate whetaer the cost of its contract wita GenResources for SSO service 
could be reduced by contracting wita anotaer suppUer. Based on tae record evidence, FES 
argues that this aspect of tae modified ESP does not comply wita tae requirements of 
Section 4928.143(B)(2)(a), Revised Code,, and tae contrad between AEP-Ohio and 
GenResources, after corporate separation does not comply with tae FERC Edgar 
gxiideUnes, which direct taat no wholesale sale of electric energy or capadty between a 
franchised pubUc utUity with captive customers and a markd-regulated power sales 
affiliate may take place witaout first recdving FERC authori2ation for tae transaction 
under section 205 of tae Federal Power Act (Tr. at 523^26; FES Br. at 102-105.) 

The Commission finds, that once corporate separation is effective and AEP-Ohio 
procxuTes its generation from GenResources that it is appropriate and reasonable for certain 
revenues to pass-through AEPOhio to GenResources. SpedficaUy, tae revenues AEP­
Ohio receives, after corporate separation is implemented, from tae RSR which are not 
aUocated to recovery of the deferral, revenue eqxuvalent to tae capadty charge of 
$188.99/MW-day autaorized in Case No. 10-2929-EL-UNC, generation-based revenues 
fi'om SSO customers, and revenue for energy sales to shopping customers, should flaw to 
to GenResources. We recognize, as AEP-Ohio acknowledges and FES discusses in its reply 
brief, taat tae contract between AEP-Ohio and GenResources is subject to prior FERC 
approvaL We do not make, as a part of our review of tae Company's modified ESP 
appUcation, any expressed or implied endorsement of tae terms or conditions of the AEP­
Ohio contrart wita GenResources, as presented in this case. 
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14. GridSMART 

The Company's modified ESP appUcation proposes tae continuation of tae 
gridSMART rider approved by tae Commission in tae ESP 1 Order, wita two 
modifications. First, AEP-Ohio requests that tae gridSMART rates for tae CSP rate zone 
be expanded to tae OP rate zone. Second, AEP-Ohio requests that tae n d book value of 
meters retired as a resxdt of tae gridSMART projed be deferred as a regulatory asset for 
accounting ptirposes. Currentiy, tae net book value of meters replaced as a resxdt of Phase 
1 of the gridSMART project are charged to expense net of salvage and net of meter 
transfers and mduded in tae over/xmder calciUation of tae rider. The Company expects to 
complete tae instaUation of gridSMART equipment in Phase 1 and to complete 
gridSMART data submission to tae U. S. Department of Energy on Phase 1 of tae project 
by December 31, 2013, wita tae evaluation to be completed around March 31, 2014. 
Furtaer, AEP-Ohio states that tae Company intends to deploy dements of the gridSMART 
program throughout tae AEP-Ohio service territory as part of tae proposed DIR program 
proposed in this proceeding. (AEP-Ohio Ex. 107 at 10; AEP-Ohio Ex. 110 at 9-13.) 

OCC and APJN submit tiiaf, to tae extent that tae Company proposes to include 
gridSMART costs in tae DIR, taere are numerous concerns that need to be addressed 
bdore tae Company is autaorized to proceed. Staff, OCC, and APJN rdort that tae 
Company's proposed expansion of the gridSMART project bdore any evaluation and 
analysis of the success of gridSMART Phase 1, is inconsistent wita sound business 
prindples and should be rejected by tae Commission. Therdore, taese parties recommend 
that the Company not proceed with Phase 2 untU evaluation of Phase 1, is complete, on or 
about March 31,2014. (Staff Ex. 105 at 5-6; OCC/APJN Br. at 96-97.) 

More specificaUy, Staff reasons that tae costs of tae expansion of varioxxs 
gridSMART technologies have not been determined, tae benefits of tae gridSMART 
expansion defined nor customer acceptance of such technologies evaluated. In addition. 
Staff daims that tae Company has stated that certain components of tae aging distribution 
infrastructure do not support gridSMART technologies. Despite Staff's petition on tae 
commencement of Phase 2 of tae gridSMART projert. Staff does not oppose tae 
Company's installation, at tae Company's expense and risk of recovery, of proven 
distribution technologies that can proceed independentiy of gridSMART, which address 
near term generation reUabUity concerns, such as integrated voltage variation control 
( I W Q , and do not present any security or interoperabiUty issues or violate requirements 
set forth by the National Institute of Standards and Technology Interagency Report. Staff 
endorses tae continuation of tae gridSMART rider to be coUerted from aU AEP-Ohio 
customers. Staff emphasizes fhat equipment should not be recoverable in tae gridSMART 
rider untU it is instaUed, has completed and passed taorough testing and has been placed 
in-service. (Stafi Ex. 105 at 3-6; Staff Ex. 107 at 3-13.) 
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AEP-Ohio points out that no intervener has expressed any opposition to tae 
continuation and completion of gridSMART Phase 1 and, accordingly, AEPOhio requests 
approval of this aspect of tae modified ESP. AEP-Ohio also requests that tae Commission 
provide some policy guidance on whetaer tae Company should proceed wita tae 
expansion of tae gridSMART program. 

As tae Commission noted in AEP-Ohio's ESP 1 Order 

JTjt is important that steps be taken by tae electric utUities to explore 
and implement technologies... that wUl potentiaUy provide long-term 
benefits to customers and tae dectric utUity. GridSMART Phase 1 wfll 
provide CSP wita beneficial information as to implementation, 
equipment prderexices, customer expectations, and customer 
education requirements,.. More reliable service is clearly beneficial to 
CSFs customers. The Commission strongly supports tae 
implementation of AMI [advanced metering infrastructurel and DA 
[distribution automation initiative], wita HAN [home area networkj, 
as we bdieve taese advanced technologies are tae foundation for 
AEPOhio providing its customers tae abiUty to better meuiage taeir 
energy usage and reduce taeir energy costs. 

( ^ P l Order at 34-35.) 

The Commission is not wavering in its conviction as to the benefits of gridSMART. 
Thus, we dirert AEP-Ohio to continue tae gridSMART Phase 1 projert and to complde the 
review and evaluation of tae project We are approving tae Company's request to initiate 
Phase 2 of tae gridSMART project, prior to tae March 31, 2014, completion of tae 
evaluation of gridSMART Phase 1, wita taose technologies that have to-date demonstrated 
success and are cost-dfective. To require tae Company to delay any furtaer expansion or 
instaUation of gridSMART is xmnecessarily restrictive with respert to the furtaer 
deployment of successfxU individual smart grid systems and technologies used in fee 
project The Company shaU file its proposed expansion of tae gridSMART project, 
gridSMART Phase 2, as part of a new gridSMART appUcation, induding suffident detaU 
on the equipment and technology proposed for tae Commission to evaluate tae 
demonstrated success, cost-effectiveness, customer acceptance and feasibiUty of fee 
proposed technology. However, tae Company shaU include, as Staff recommends, I W C 
only within the distribution investment rider, as I W C is not exdusrve to tae gridSMART 
projert. I W C supports tae overaU electric system rdiabiUty and can be instaUed witaout 
fee presence of grid smart technologies, alfeough I W C enhances or is necessary for grid 
smart technology to operate properly and effidentiy. Furtaermore, fee gridSMART Phase 
1 rider was approved wita spedfic limitations as to tae equipment for which recovery 
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coxUd be sought, and a doUar limitations^ Any gridSMART investment beyond tae Phase 
1 pUot which is not subjert to recovery through tae DIR mechanism, should be recovered 
through a mechanism otaer than tae current grid^vlART rider, for example, through a 
gridSMART Phase 2 rider. The current gridSMART rider aUows for recovery on an "as 
spent" basis, wife audits direrted toward truing-up expenditures wita coUections througji 
tae rider rate. Keeping subsequent non-DIK, gridSMART expenditures in a new separate 
recovery mechanism fadUtates enforcement and a Commission determination that 
recovery of gridSMART investment occur only after fee equipment is instaUed, tested, and 
is in-service, Wita taese darifications, fee Commission approves fee Company's request 
to continue, as a part of this modified K3i*, fee current gridSMART rider mechanism, 
subjert to annual true-up and reconcUiation based on the Company's prudentiy incurred 
costs, and to extend fee rate to indude OP as weU as CSP customers. 

We note that fee gridSMART Phase 1 rider was last evaluated for prudency of 
expenditures, recondled for over- and imder-recoveries and fee rate mechanism adjusted 
in Case No. 11-1353-EL-RDR, wife fee rate dfective beginning September, 1,2011. Despite 
fee Commission's February 23, 2012 rejection of fee appUcation in tiiis ESP 2 proceeding, 
tae recovery of fee gridSMART rate mechanism continued consistent wife the Entry 
issued March 7, 201Z Accordingly, fee gridSMART rider rate mechanism approved in 
Case No. 11-1353-EL-RDR shaU continue at the current rate tmtil revised by fee 
Commission We also note that in Case No. 11-1353-EL-RDR, tae Commission deducted 
an amount from tae Company's daim for the loss on the disposal of electro-mechanical 
meters. The Commission notes, as we stated in tae Order issued August 4,2011, that we 
wiU address fee meter issue m tae Company's pending gridSMART rider appUcation, 
Case No. 12-509-EL-RDR, and notiiUig in this Order on tae modified ESP shoxUd be 
interpreted to tae contrary. 

15. Transmission Cost Recovery Rider 

Pursuant to Commission autaority, as s d forta in Section 4928.05(A)(2), Revised 
Code, and tae rules in Chapter 4901:1-36, O.A.C., electric utiUties may seek recovery of 
transmission and transmission-related costs. Through this modified ESP, AEPOhio 
proposes only that tae transmission cost recovery rider (TCRR) mechanisms of tae CSP 
and OP rate zones be combined. The Company proposes no ofeer changes to tae TCRR 
mechanism as a part of this ESP. (AEP-Ohio Ex. I l l at 6-7; AEP-Ohio Ex. 107 at 8.) 

The Commission notes that fee current TCRR process has been in place since 2009, 
and operates appropriately. As structured, wife the TCRR mechanism any over- or xmder-
recoveiy is accounted for in fee next semi-annual review of fee TCRR mechanism. For this 
reason, we do not expert any adverse rate impart for customers wife fee combining of fee 
CSP and OP TCRR rate mechanisms. Given fee merger of CSP into OP, effective as of 

27 ESP 1 Order at 37-38; ESP 1 Entry on R^earing at 18-24 ffuly 23,2009). 
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December 31, 2011, fee Commission finds AEPOihio's request to combine fee TCRR 
mechanism to be reasonable. The Commission directs that any over-recovery of 
transmission or transmission-rdated costs, as a resxUt of combining the TCRR mechanisms, 
be recondled ui tae over and xmder-recoveiy component of tae Company's next TCRR 
rider update. 

16. Enhanced Service ReliabiUty Rider 

As part of AEP-Ohio's ESP 1 case, AEP-Ohio proposed an enhanced service 
reliabiUty rider (ESRR) program which included four components, of which only fee 
transition to a cyde-based vegetation management program was approved by fee 
Commission In this modified ESP, AEP-Ohio requests continuation of fee ESRR and fee 
Company's transition to a four-year, cyde-based fanmming program, Furtaer, fee 
Company proposes tae unification of tae IffiRR rates for eadi rate zone into a single rate, 
adjtisted for antiripated cost iiKreases over tae term of tae ESP, wife carrying cost on 
capital assets and annual reconciliation. AEP-Ohio admits that bdore the initiation of tae 
trarsitional vegetation management program, tae nxunber of tree-related circuit outages 
had graduaUy increased. However, fee Company states that wife fee initiation of fee new 
vegetation management program, fee nxunber of tree-caused outages has been reduced 
and service reliabUity has improved. AEP-Ohio proposes to complete tae transition from a 
performance-based program to a four-year, cyde-based trimming program for aU of tae 
Company's distribution circuits as approved by tae Commi^ion in the prior ESP. 
However, tae Company notes that fee vegetation management plan was implemented as a 
five-year transition program and, as a result of fee delay in adopting a second ^ P and 
increases in fee expected costs to complete implementation of fee cyde-based trimming 
program, it is now necessary to extend fee implementation period to indude an additional 
year into 2014. AEP-Ohio requests incremental funding for 2014 for bofe fee completion 
of tae transition to a cycle-based vegetation management program of $16 mUUon and an 
incremental increase of $18 miUion annuaUy to maintain tae cyde-based program. (AEP­
Ohio Ex. 107 at 8; AEPOhio Ex. 110 at 5-9.) 

Staff supports tae continuance of fee ESRR tiirough 2014 but not any cost incxmred 
feereafter. Staff reasons that after 2014, tae Compan/s transition to a four-year, cyde-
based vegetation management program vdU be complete and regxUar maintenaiice 
pursuant to the program wiU be part of fee Company's normal operations, the cost of 
which should \ x recovered tiirough base rates not through tae ESRR. Further, Staff argues 
tiiat tae ESRR funding level for fee period 2012 through 2014 is overstated due to fee 
increased ESRR baseline refierted in fee Company's recent distribution rate case.^ 
According to Staff, to reach fee rate base in tae StipxUation in tae distribution rate case. 
Staff agreed to an increase in the revenue requirement for CSP and OP which incorporated 
an annual increase in vegetation management operation and inaintenance expense of $17.8 

^ Inre AEP-Ohio, Opinion and Order, Case No. 11-351-EI^AIE, et a l (Decjember 14,2011). 
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mUlion annuaUy for 2012 through 2014 over its recommendation in tae Staff Report. For 
that reason. Staff asserts that vegetation management operation and maintenance expense 
must be reduced by $17.8 miUion annuaUy for fee period 2012 through 2014. Furtaer, Staff 
recommends feat tae Commission direct AEP-Ohio to file, pursuant to Rxile 4901:1-10-
27(E)(2) and (3), O.A.C, by no later than December 31, 2013, a revised vegetation 
management program which commits tae Company to complete end-to-end trimming on 
aU of its distribution circuits every four years beginning January 1, 2014 and beyond 
(Staff Ex. 106 at 11-14; Tr. at 4363-4365.) 

AEP-Ohio retorts that Staff ignores the fart that fee Stipulation, and fee 
Commission Order approving fee Stipulation, in tae Company's distribution rate case do 
not detaU any increase in tae ESRR baseline. AEP-Ohio requests taat tae Commission 
reject Staffs view of tae rate case settiement as unsupported and improper, after fee 
issuance of a final, non-appealable order in tae case. As to Staff's proposed termination of 
funding after 2014, tae Company offers that such would xmdermine tae benefits of fee 
cycle-based trimming. (AEP-Ohio Reply Br. at 76-77.) 

The Commission concludes that whUe tae Stiptdation in fee distribution rate case 
reflects an increase in fee baseline operations and maintenance expense fiom tae level 
recommended in tae Stafi Report, taere is no evidence in fee Stipulation or tae 
Commission's Order adopting the Stipulation which specificaUy supports a $17.8 mflUon 
increase in operations and maintenance expense for fee vegetation management program. 
Accordingly, tae Commission approves the continuation of tae vegetation management 
program, via fee ESRR, and merger of tae rates, as requested by tae Company for tae term 
of the modified ESP, tiirough May 31, 2015. Witiiin 90 days after tae conclusion of fee 
ESRR, tae Company shaU make the necessary filing for the final year review and 
recondUation of tae rider. We dired AEP-Ohio to file a revised vegetation management 
program consistent wita this Order and Rule 490l:l-10-27(E)(2) and (3), O.A.C., by no later 
than December 31, 201Z We see no need to wait untU December 2013 for tae filing, as 
requested by Staff, in Ught of our ruling in this Order. 

17. Energy Effidency and Peak Demand Reduction Rider 

Through this modified ESP, fee Company proposes the continuation of the 
EE/PDR Rider, wife fee unification of the rates into a single rate. The EE/PDR rider 
woxUd continue to be, as it has been since its adoption in tae ESP 1 cases,^^ updated 
annuaUy. AEP-Ohio notes tae proposed regulatory accounting for tae EE/PDR rider, is 
over-imder accoxmting wita no carrying charge on tae investment and no carrying diarge 
on fee over/under balance. The Company states that it hcis developed energy efficiency 
and donand response programs for aU customer segments and through tire 
implementation of fee programs customers have fee potential to save approximately $630 

29 ESP 1 Onler at 41-48; ESP 1EOR at 27-31. 
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mUUon in reduced electric service cost over fee life of tae programs. Further, fee EE/PDR 
programs cause power plant emissions to be reduced. AEP-Ohio testified that its energy 
efficiency and peak demand response programs for 2009 t h r o n g 2011 have been very 
successful in meeting tae benchrnarks. Staff endorses tae Company's request to continue 
tae EE/PDR rider. (AEPOhio Ex. 107 at 8; AEP-Ohio Ex. 118 at 11-12; Stafi Br. at 31.) 

The Commission approves tae merger of tae EE/PDR rider rates for tae CSP and 
OP rate zones and, for tae term of this modified ESP, tae continuation of tae EE/PDR rider 
as adopted in tae ESP 1 Order and subsequentiy confirmed in each of tae Company's 
succeeding EE/PDR cases. In addition, as we established rn our analysis of tae IRP-D 
credit, because tae IRP-D credit promotes energy efficiency, it is appropriate for AEP-Ohio 
to recover any coste assodated wita fee IRP-D tmder fee EE/PDR rider, as opposed to tae 
RSR. Furtaer, tae Commission directs AEP-Ohio to take tae appropriate steps necessary to 
bid tae energy dfidency savings funded by tae EE/PDR rider into fee next PJM base 
residual auction and aU subsequent auctions held during the term of the ESP, 

18. Economic Devdopment Rider 

AEP-Ohio's modified ESP appUcation request approval to continue, wita one 
modification, tae non-bypassable &x>nomic Development Rider (EDR). The EDR 
mechanism recovers tae costs, incentives, and forgone revenues assodated vdta new or 
expanding Commission-approved special arrangements for economic development and 
job retention. As currentiy designed, tiie EDR rate is a component of each customer's base 
distribution rates. The Company wishes to merge fee EDR rates for each of tae rate zones 
into a single EDR rate wita tae EDR rate to continue in aU otaer respects as approved by 
fee Commission in tae ESP 1 Order and tae Company's subsequent EDR cases. As 
currentiy approved by fee Commission, fee EDR is updated periodically and the 
regulatory accoxmting for fee EDR, being over-under accoxmting wife no carrying charge 
on tae investment and a long-term interest carrying diarge on any unrecovered bdance. 
AEP-Ohio states fhat tae EDR supports. Ohio's effectiveness in the global economy as 
required in Section 4928.02(N), Revised Code: AEP-Ohio asserts that tae proposed EDR is 
reasonable and should be adopted as part of tae modified ESP. (AEP-Ohio Ex. I l l at 3, 7 
and Ex. DMR-5; AEP-Ohio Ex. 107 at 8; AEP-Ohio Ex. 118 at 7,13.) 

Staff supports fee Company's EDR proposal (Staff Br. at 31). However, OCC and 
APJN argue tae Company allocates tae EDR rider based only on distribution revenues as 
opposed to current total revenues (distribution, transmission and generation) between fee 
customer dasses in comphance wife Rule 4901:l-38-08(A), O.A.C.30 OCC and APJN note 

^ Rule 4901:l-.38-a8(A)(4),O.AC, states: 

The amoimt of die revenue reccfvery rider shall be spread to all customers in proportion 
to tf»e current revenue distribution between and among dasses, subject to change. 
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taat tae Commission approved Da3rton Power & light Company's EDR application wife a 
sicailax aUocation to fee one feey are proposing AEPOhio be required to adopt.^^ 

The Company argues that because transmission and generation revenues are 
recovered only from its nonshopping customers, fhat OCC's and APJN's proposal woxjd 
actaaUy result in residential customers being responsible for a greater share of tae delta 
revenues than under fee current aUocation mefeod based only on distribution revenues 
paid by shopping and non-shopping customers. Furtaer, AEP-Ohio notes that tae 
Commission rejerted this same proposal by OCC in tae ESP 1 cases and requests that tae 
Commission again rejert fee proposed change in tae aUocation metaodology. (AEP-Ohio 
Reply Br. at 78.) 

The Commission rejects OCC's and APJN's request to revise fee basis for the EDR 
aUocation, given tae fort that the EDR is a non-bypassable rider recovered from shopping 
and non-shopping customers alike. We recognize that tae EDR acts to attrart new 
business and to fadUtate fee expansion of existing businesses in Ohio. In order to aUow 
AEP-Ohio to effectivdy promote economic development to customers in its service 
territories, and continue its positive corporate presence in communities throughout Ohio, 
as evidenced by multiple witaesses at fee pubUc hearings, we find it reasonable for AEP to 
maintain its corporate headquarters in Columbus, Ohio, at a minimum, for the entire term 
of this ESP and fee subsequent coUection period assodated wife fee dderral costs 
induded in fee RSR. Fxurfeer, fee Commission finds fhat, tae EDR, as a non-bypassable 
rider, is recovered from aU AEP-Ohio shopping and non-shopping customers. Therdore, 
we approve fee Compan/s request to merge fee EDR rates for tae CSP and OP rate zones 
into a single rate and to otaerwise continue tae EDR mechanism as previously approved 
by tae Commission in fee Company's ESP 1 Order, as revised or darified in its subsequent 
EDR proceedings. 

AdditionaUy, in light of tae extenuating economic dxcumstances, the Commission 
hereby orders tae Company to idnstate tae Ohio Growth Fimd, to be funded by 
shareholders at $2 miUion per year, or portion taereof, dming tae term of this ESP. The 
Ohio Growta Fund creates private sector economic development resources to support and 
work in conjunction wita ofeer resources to attract new investment and improve job 
growfe in Ohio. 

alfcacation, or modification by d>e conunission. The elecbic utility sliall file ihe projected 
impact of the proposed rider on afl customers, by custoraer dass. 

31 See In re Dayton Power & Light Company, Case No. 12-815-EL-RDR, Order (April 25,2012). 
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19. Storm Damage Recovery Mechanism 

AEP-Ohio proposes a storm damage recovery mechanism be created to recover any 
incremental expenses incurred due to major storm events (AEP-Ohio Ex. 110 at 20). AEP­
Ohio provides that fee mechanism woxdd be created in tae amount of $5 mUUon per year 
in accordance wita fee settiement in Case Nos. 11-351-ELrAIR and 11-352-EL-AIR- In 
support of tae storm damage recovery mechanism, AEP-Ohio witaess Kirkpatrick notes 
that absent fee mechanisra, forecasted operation and maintenance (O&M) fimds woxUd be 
constantiy diverted to cover tae expense of major storms, which coiUd disrupt planned 
maintenance activities and impact system reliabiUty. The determination of what a major 
storm is or is not would be determined by metaodology outlined in fee IEEE Gidde for 
Electric Power Distribution ReUabUity hidices, as set forta in Rule 4901:1-10-10(8), O.A.C. 
(Id.) Any capital costs fhat would be incxurred due to a major storm woxdd dtaer become a 
component of tae DIR or would be addressed in a distribution rate case {Id. at 21). Upon 
approval of tae storm damage recovery mechanism, AEP-Ohio wUl defer tae incremental 
distribution expenses above or below fee $5 miUion storm expense beginning wife fee 
effective date of January 1,2012 (AEP-Ohio Ex. 107 at 10). 

OCC notes tiiat whUe AEF-Ohio's artual storm costs expenses are currentiy 
unknown, it is Ukdy taat AEP-Ohio wiU incur more than $5 miUion based on historic data, 
w^hidi indicates tae average annual expenses amount to approximatdy $8.97 miUion per 
year (OCC Ex. 114 at 20-21), hi addition, OCC explains taat AEP-Ohio faUed to spedfy tae 
carry charge rate for any storm damage dderrals, but suggests the carrying charges not be 
calculated using AEP-Ohio's WACC, as fee mechanism does not include capital costs 
(OCC Br. at 97-98). OCC suggests tiiat AEP-Ohio utiUze its cost of long-term debt to 
calcxUate carrying charges {Id.). 

In establishing its storm damage recovery mechanism, AEP-Ohio faUed to spedfy 
how recovery of tae dderred asset would actuaUy work or would occur. As proposed, it 
is xmknown when AEP-Ohio would seek recovery, or whetaer anything over or under $5 
miUion would become a deferred assd or UabiUty. As it currentiy stands, tae storm 
damage recovery mechanism is open-ended and should be modified. 

Therdore, we find that AEP-Ohio may begin deferral of any incremental 
distribution expenses above or bdow $5 mUlion, per year, subject to tae foUowing 
modifications. Furtaer, throughout the term of tae modified ESP, AEP-Ohio shaU 
maintain a detaUed accoxmting of aU storm expenses within its storm dderral accoxmt, 
induding detaUed records of all inddental costs and capital costs. AEP-Ohio shaU provide 
this information annuaUy for Staff to audit to determine if additional proceedings are 
necessary to establish recovery levels or refunds as necessary. 

In tae event AEP-Ohio incurs costs due to one or more imexpeded, large scale 
storms, AEP-Ohio shaU open a new dodcd and file a separate appHcation by December 31 
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each year throughout tae term of fhe modified ESP, if necessary. In tae event an 
appUcation for additional storm damage recovery is fUed, AEP-Ohio shaU bear tae burden 
of proof of demonstrating aU the costs were prudentiy incurred and reasonable. Staff and 
any interested parties may file comments on tae application within 60 days after AEP­
Ohio dockets an appUcation If any objections are not resolved by AEP-Ohio, an 
evidentiary hearing wUl be scheduled, and parties wiU have fee opportunity to condurt 
discovery and present testimony bdore fee Commission Thus, OCC's concern on fee 
calculation of appropriate carrying charges is premature. 

20. Ofeer Issues 

(a) CxirtaUable Service Riders 

In ESP 1, based on fee lack of certain information in fee record, fee Commission 
determined feat customers xmder reasonable arrangements wita AEP-Ohio^ induding, fnit 
not Umited to, energy effidency/peak demand. reduction arrangements, economic 
development arrangements, unique arrangements, and otaer special tariff schedules that 
offer service discounts from tae applicable tariff rates, are prohibited from also 
participating in a PJM demand response program (DRP), unless and xmtU tae Commission 
decides otaerwise (First ESP EOR at 41), WhUe the Commission opined on tae abiUty of 
customers in reasonable arrangements wife AEP-Ohio to partidpate in PJM DRPs, tae 
Commission did not, in tae context of fee ESP 1, address the abUity of AEPOhio's retaU 
customers to participate in PJM DRPs. 

On March 19, 2010, in Case Nos. 10-343-EL-ATA and 10-344-EI^ATA, AEP-Ohio 
filed an appUcation to amend its emergency curtailment service riders to permit cxistomers 
to be eUgible to partidpate in AEP-Ohio's DRPs, integrate taeir customer-sited resources 
and assign tae resources to AEPOhio to meet wita tae Companjr's peak demand 
reduction mandates or conditional retaU participation in PJM DRPs, 

As a part of this modified ESP, AEP-Ohio recognizes customer partidpation in tae 
PJM directiy or through tiiird-party aggregators and proposes to diminate two tariff 
services. Rider Emergency CxniaUable Services and Rider Price CurtaUable Service, as no 
customer currentiy rec^ves service pursuant to eifeer rider. EnerNOC endorses this 
aspert of AEPO>hio's modified ESP appUcation on fee basis taat its supports tae 
provisions of Section 4928.02(D), Revised Code. (AEP-Ohio Ex. 100 at 9; AEP-Ohio Ex. 
I l l at 9; EnerNOC Br. at 5-6.). 

We concxu wita fee Company's request. Accordingly, fee Company should 
diminate Rider Emergency CurtaUable Services and Rider Price Curtailable Service firom 
its tariff service offerings and Case Nos. 10-343-EL-ATA and 10-344-EL-ATA, closed of 
record and dismissed. 
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(b) Customer Rate Impart Cap 

hi order to ensure no customers are unduly burdened by any unexpected rate 
impacts, as weU as to mitigate any customer rate changes, we direct AEPOhio to cap 
customer rate increases at 12 percent over fedr current ESP I rate plan bUl schedules for 
fee entire term of fee modified ESP, pursuant to our aufeority as set forth in Section 
4928.144, Revised Code. The 12 percent limit shaU be ddermined not by overaU customer 
rate classes, but on an individual customer by customer basis. The customer rate impart 
cap appUes to items approved within this modified ESP. Any rate changes that arise as a 
resxdt of past proceedings, including any distribution proceedings, or in subsequent 
proceedings are not fartored into the 12 percent cap. Furtaer, tae 12 percent cap shaU be 
normalized for equivalent usage to ensxtre taat at no point any individual customer's bUl 
impacts shaU exceed 12 percent On May 31, 2013, AEP-Ohio shoxdd file, in a separate 
docket, a detaUed accounting of its deferral impart created by tae 12 percent rate cap. 
Upon AEP-Ohio's filing of its dderral calculations, tae attorney examiners shaU establish a 
procedural schedule, to consider, among other things, tae deferral costs created, and tae 
Commission wiU maintain tae discretion to adjust fee 12 percent limit, as necessary, 
throughout fee term of fee ESP. 

(c) AEP-Ohio's Outstanding FERC Remiests 

The Commission takes notice that American Electric Power Service Corporation 
filed a renewed motion on AEP-Ohio's behaU for expedited rulings on July 20, 2012, in 
FERC dockd numbers ERll-2183-001 and EL11-324X)0. hi fee event FERC takes any 
action fhat may sigiUficantiy alter fee balance of this Commission's order, fee Commission 
wUl make appropriate adjustments as necessary. SpecificaUy, pursuant to Section 
4928.143(F), Revised Code, at fee end of each annual period of this ihodified ESP, the 
Commission shaU consider if any such adjustments, induding any that may arise as a 
resxdt of a FERC order, lead to significantiy excessive earnings for AEP-Ohio. In the event 
that tae Commission finds fhat AEP-Ohio has significantiy excessive earnings, AEP-Ohio 
shaU retiim any amount in excess to consumers. 

HL IS THE PROPOSED ESP MORE FAVORABLE IN THE AGGREGATE AS 
COMPARED TO THE RESULTS THAT WOULD OTHERWISE APPLY UNDER 
SECTION 4928.142. REVISED CODE. 

AEP-Ohio contends that the ESP, as proposed, induding its pricing and aU otaer 
terms and conditions, is more favorable in tae aggregate as compared to fee experted 
results that would otaerwise apply under an MRO. To properly condurt tae statatory test^ 
AEP-Ohio states that tae proposed ESP must be viewed in tae aggregate, which indudes 
tae statatory price test, ofeer quantifiable bdiefits, and tae consideration of non-
quantifiable benefits (AEP Ex. 114 at 3-4). In evaluating aU of taese criteria, AEP-Ohio 
witness Laura Thomas condudes that tae proposed ESP, in tae aggregate, is more 
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favorable feat tae results that would otaerwise apply under an MRO by approximatdy 
$952 mUUon (AEP-Ohio Ex. 115 at Exhibit LJI-l, page 1). In addition, Ms. Thomas states 
that taere are numerous benefits taat are not readUy quantifiable {Id.). 

' In conducting fee statatory price test, Ms. Thomas explains that she utilized Section 
4928.20Q), Revised Code's interpretation of market prices for gtudance in determining tae 
competitive benchmark price. In establishing fee competitive benchmark price, AEP-Ohio 
used ten components, induding fee capadty component, which includes fee capadty cost 
that a suppUer woxUd incxu: to serve a retaU customer within AEPOhio's service territory 
(AEP-Ohio Ex. 114 at 15). AEP-Ohio conduded that the capadty cost to be utilized in fee 
statatory price test shoxUd be $355.72/MW-day, based on the notion that AEP-Ohio wiU be 
operating under its FRR obligation and tae full capacity cost rate for AEPOhio should be 
utilized in tae competitive benchmark price. By using $355.72/MW-day, Ms. Thomas 
concludes fhat tae statutory price test shows tae ESP is niore favorable than an MRO by 
$256 miUion (AEP-Ohio Ex. 114 at LJT-l page 3). Ms. Thomas also conducted an 
alternative price test utilizing tae two-tier capadty proposal numbers of $146 and $255 as 
tae capadty costs, and condudes that modified ESP would be more favorable than an 
MRO $80 tniUion {Id. at Ljr-5 page 2). In Ught of fee Commission's decision in Case No. 
10-2929, AEP-Ohio indicates tae use of tae $188.88 capadty price would result in the MRO 
being sUghtiy less favorable by $12.6 miUion, but when fartoring in AEP-Ohio's energy-
only slice-of-system auction tae statutory price test comes out almost even, wita tae MRO 
being slightiy more favorable by approximately 2.6 milUon (AEP-Ohio Reply Br. at 97-99, 
Attachment B). 

hi addition, as AEP-Ohio explains that tae statatory test requires tae proposed ESP 
be reviewed in tae aggregate in addition to tae price test, otaer quantifiable benefits need 
to be considered. SpecificaUy, AEP-Ohio points to capadty price discount from AEP­
Ohio's $355.72/MW-^y to the two-tier discoimted capadty pricing for CRES provides, 
which results in a benefit of $988 miUion. hi addition, in her aggregate test^ Ms. Thomas 
acknowledges that whUe tae RSR is a benefit of tae proposed modified ESP, fee RSR wUl 
cost $284 miUion during tae term of tae modified ESP. Ms. Thomas explains that fee GRR 
should not be considered in tae aggregate analysis as tae results would be tae same tmder 
fee proposed ESP or an MRO, but notes if fee Commission detennines otaerwise tae 
consideration of GRR would reduce tae quantifiable benefits by approximatdy $8 miUion. 
By taking taese additional quantifiable fadors into consideration in addition to tae resxUts 
under tae statatory test, AEP-Ohio asserts that tae total quantifiable benefits of tae 
modified K P are $952 million based on tae statatory price test using $355.72/MW-day 
(AEPOhio Ex. 115 at LJT-l). 

Regarding non-quantifiable benefits, AEP-Ohio states that tae modified K P wUl 
provide price certainty for SSO customers whUe presenting increased customer shopping 
opportunities. AEP-Ohio provides that tae modified ESP wiU ensure finandal stabUity of 



11-346-EL-SSO, etal. -72-

AEP-Ohio and provides for a necessary transition towards tae competition whUe 
acknowledging AEPOhio's existing contradnal and FRR obligations. AEP-Ohio also 
opines that fee modUied ESP advances state polides and is consistent wita Section 4928.02, 
Revised Code. 

In addition to fee statutory test conducted by AEP-Ohio witaess Thomas, several 
otaer parties condurted the statutory test pursuant to Section 4928.143, Revised Code. 
OCC, FES, EEU, DER and Staff aUege that fee statutory price test actuaUy indicates feat tae 
modified ESP produces resxUts that are less favorable than what would otaerwise apply 
under an MRO by figures rangmg from $50 mUlion to $1,427 bUlion {See OCC Ex. 114, DER 
Ex. 102, lEU Ex. 125, FES Ex. 104, and Staff Ex. 110). SpecificaUy, OCC witaess Hixon 
points out that AEPOhio's assumption of a $355,72/MW-day capacity charge is 
inappropriate, but rafeer, fee capacity charge approved by fee Commission in Case No. 
10-2929-EL-UNC shoxdd be utilised. Furfeer, OCC notes that any costs assodated wife fee 
GRR shoxUd be induded in fee statatory test, as fee GRR would not be available under an 
MRO (Id, at 14-17). In addition, OCC points out that in considering any non-quantifiable 
benefits associated wita tae modified ESP, fee aggregate lest shoxUd consider additional 
costs to customers associated wita items such as fee DIR, ESRR, and gridSMART rider, 
which, whUe not readUy quantifiable, are dirrentiy known to be costs assodated wita fee 
modmedESP(W.atl8). 

FES and lEU raise simUar concerns in utUizing AEP-Ohio's $989 mUlion as a 
quantifiable benefit. FES stat^ taat fee Commission previously found the consideration of 
discotmted capadty pridng cannot be considered a benefit because it is- too speculative 
(FES Ex. 104 at 14-16, lEU Ex. at 50-53). lEU, DER, and FES provide feat AEP-Ohio 
overstated fee competitive benchmark price by faUing to use a market-based capadty 
price, and faUed to properly consider the costs assodated wita tae modified K P induding 
tae RSR, GRR, and possibly tae PRR (FES at 16-25, lEU at 49-72, DER Ex. 102 at 3-6). Mr. 
Schnitzer also conduded that tae statatory test indicates that tae modified ESP is worse for 
customers than fee StipxUation ESP, and approval of fee modified K P woxUd harin tae 
development of a competitive retaU market by limiting CRES providers' abiUty to provide 
alternative offers to customers (FES Ex. 104 at 38^1). 

ESU, DER, and OCC argue fhat Ms. Thomas incorrectiy assumed tae MRO's 
blending requirement should have been accelerated, as it is unUkely fee Commission 
would autaorize an MRO wita any blending otaer than the fault blending provisions of 70 
percent ESP pridng and 30 percent market pridng, as is consistent wita Section 4928.142, 
Revised Code (DER Ex. at 3-6, OCC Ex. 114 at 8-9). Fxn-feer, lEU suggests tae Commission 
consider tae June 2015 to May TOflS deUver year as part of tae statatory test analysis, as 
AEP-Ohio is seeking Commission approval to condurt a CBP for tae entire SSO load 
beginning in June 2015 under tiiis modified application (lEU Ex. 125 at 79). 
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Staff witaess Fortaey conducted fee statatory test by blending the market rate wife 
fee ^ O rates pursuant to Section 4928.142(D), Revised Code, but noted tiiat fee market 
rate is extremdy uncertain due to volatiUty of forward confract prices. Mr. Fortaey 
calculated fee average rates under AEP-Ohio's modified ESP and compared feem to fee 
results that woxUd occur under an MRO on RPM price capadty, $146.41, and $255. Mr. 
Fortaey concluded that xm d̂er aU three scenarios fee modified K P is less favorable, but 
noted there are ofeer non-quantifiable benefits, induding AEP-Ohio's fransition to 
competitive markets, which would be achieved more quickly fean through an MRO (Staff 
Ex. 110 at 3-7). FES revised Mr. Fortney's statatory price test xising fee $188.88 price of 
capadty and conduded an MRO would be less expensive by $277 miUion (FES Reply Br. at 
B-1). 

The Commission finds that, whUe AEP-Ohio made multiple errors in conducting 
fee statatory test, we believe feat feese errors are correctible based on evidence contained 
within fee record. Under Section 4928.143(Q(1), Revised Code, we must determine 
whetaer AEP-Ohio's has sustained its burden of proof of indicating whetaer tae proposed 
dectric security plan, as we've modified if, induding its pridng, ofeer terms and 
conditions induding any deferrals and future recovery of deferrals, is more favorable in 
tae aggregate as compared to resxUts fhat would otaerwise apply under Section 4928.142, 
Revised Code. Fxirfeer, we must ensxire oxir analysis looks at fee entire modified ESP as a 
total package, as fee Supreme Court of Ohio has hdd that Section 4928.143(Q(1), Revised 
Code, does not bind fee Commission to a strirt price comparison, bxzt rafeer, instructs fee 
Commission to consider ofeer terms and conditions, as there is only one statatory test that 
looks at an entire ESP in the aggregate {In re Columbus S. Power Co., 128 Ohio St 3d 402, 
407). 

Therdore, as AEP-Ohio presented its analysis of this statatory test, we first look at 
tae statatory pridng test, and then wiU explore ofeer provisions, terms, and conditions of 
fee proposed ESP that are bota quantifiable and non-quantifiable. In considering AEP­
Ohio's statutory price test, consistent wita Section 4928.143(C)(1), Revised Code, we must 
look in part at tae price AEP-Ohio's proposed ESP, as we've modified it, wife fee price of 
tae resxUts that would otaerwise apply under Section 4928.142, Revised Code. The way 
AEP-Ohio calculated its statatory price test predudes us from accurately ddermining fee 
resxUts that wotdd ofeerwise apply under a market rate offer, as it begins its analysis on 
Junel,201Z 

To accurately determine what would otaerwise apply under Section 4928.142(A)(1), 
Revised Code, for tae purposes of comparing it wife this modUied ESP, we begin by 
looking at fee statate for guidance. Section 4928.142(A)(1), Revised Code, mandates that 
any dectric distribution utiUty that wishes to establish its standard service offer price 
through a market rate offa: must ensure fee competitive bidding process provides for an 
open, fair, and fransparent competitive soUdtation process, with a dear product definition. 
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standatdized bid evaluation criteria, oversight of tae process by an independent third 
party, and an evaluation of tae submitted bids prior to selecting a winner. For tae 
Commission to appropriatdy predirt tae results that woxdd otaerwise occxxr imder this 
section, we caimot, in good consdence, compare prices during a time period that has 
dapsed prior to fee issuance of this order. Nor can we, by statate, compare this modified 
ESP price wife what would ofeerwise apply xmder Section 4928.142, Revised Code, 
beginning today, as it woxdd be impossible for AEP-Ohio to immediatdy establish an 
alternate plan xmder Section 4928.142, Revised Code, that meets all fee statutory criteria. 
Therdore, for fee Commission to appropriately compare fee price components of this 
modified ESP wife fee results that would ofeerwise apply under Section 4928.142, Revised 
Code, we must ddermine fee amount of time it would take AEPOhio to implement its 
standard service offer price wife what w^ould ofeerwise apply under Section 4928.142, 
Revised Code. 

As FES witoess Banks testified, a June 1, 2013 start date would provide AEP-Ohio 
suffident time to plan for auctions, devdop bidding ndes, and fee auction structxtre, aU of 
which axe requirements of Section 4928.142, Revised Code (FES Ex. 105 at 20). In Ugjit of 
this testimony, we beUeve feat we should begin evaluating fee statatory price test analysis 
approximatdy ten months from fee present, in order to ddermine what would otaerwise 
apply. Therdore, in considering this modified ESP wife the results that woxdd ofeerwise 
apply xmder fee statatory price test, we ŵ iU condurt tae statatory price test for the period 
between June 1,2013, and May 31,2015. 

Furtaer, in conducting fee statatory price test, Ms. Thomas erred by utilizing 
$355.72/MW-day for tae capacity component of tae competitive benchmark price. This 
number was urulateraUy determined by AEP-Ohio and justified as AEP-Ohio's cost of 
capadty, which is entady inconsistent wita tae Commission's determination of AEP­
Ohio's cost of capadty being $188.88. Altaough we beUeve AEP-Ohio's use of tae 
$355.72/MW-day capadty figure is flawed, we are not persuaded by parties who argue 
tae capacity component should be markd based and reflert RPM prices. These parties faU 
to consider that AEP-Ohio, as an FRR entity, wiU be supplying capadty for its customers 
throughout tae term of this ESP, whetaer fee customer is ah SSO customer or fee customer 
takes service through a CRES provider. Thus, even under fee results that would otaerwise 
apply consistent wita Section 4928.142, Revised Code, due to AEPOhio's remaining FRR 
obUgations, it woiUd stUl be suppl5dng capadty to aU of its customers through 2015. We 
find it is inappropriate to consider market prices in establishing this capadty component, 
even taough RPM prices are consistent wita tae state compensation mechanism, as AEP­
Ohio is and wUl remain an FRR entity for tae immediate future. In conducting fee 
statatory price test, we shaU tise AEP-Ohio's cost of capadty of $188.88, as supported by 
Case 10-2929, for fee competitive benchmark. 
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Next, we need to address fee appropriate blending metaod under fee statatory 
price test for fee period of January 1, 2015 through June 1, 2015. in Ught of fee clearly 
defined statatory blending percentages contained within Section 4928.142(D), Revised 
Code, as weU as past Commission precedent in conducting the statutory price test, we do 
not find it appropriate to use a 100 percent blending rate for fee final five months of fee 
modified ESP. See Duke Energy Ohio, Case No. 10-2586-EL-SSO (February 23, 2011), 
Accordingly, we need to adjust fee percentages of fee MRO pricing component that is 
indicated in AEP-Ohio's reply hrid to 90 percent of fee generation service price and ten 
percent of fee expected market price for fee period between Jxme 1, 2013 to May 31, 2014, 
consistent wife Section 4928.142(D), Revised Code, and increase tae MRO pricing 
component to 80 percent of fee generation service price and 20 percent of fee expected 
market price for tae period of June 1, 2014, to May 31, 2015. By making taese 
modifications to fee competitive benchmark price, as weU as fee $188.88 cost of capadty 
figure, we condude tiiat fee statatory price test indicates fee modified ESP is more 
favorable than fee results that would othen^^se occur under Section 4928.142, Revised 
Code, by approximatdy $9.8 miUion. 

Our analysis does not end here, however, as we must now consider fee proposed 
ESP's ofeer provisions that are quantifiable. As we previously established in fee 
December 14, 2011, Opinion and Order, we beUeve AEP-Ohio must address cosfe 
assodated wife fee GRR, as it is non-b5rpassable pursuant to Section 4928.143(B)(2)(c), 
Revised Code, and feus would not occur xmder an MRO, Therefore, fee costs of 
approximately $8 mUlion must be considered in our quantitative analysis. We imderstand 
tiiat fee GRR is a placeholder rider, but we find that fee costs associated wife tae GRR are 
known and should therefore be induded in fee quantitative benefits. Likewise, we must 
consider tae costs associated wita tae ^ R of approximately $388 mUUon in our 
quantitative analysis.32 The indusion of any deferral amount does not need to be induded 
in our analysis, as it would stiU be recovered xmder an MRO pursuant to tae Commission's 
decision in tae Capadty Case. After induding tae statatory price test in favor of tae ESP 
by $9.8 miUion, and tae quantifiable costs of $388 million xmder tae RSR and $8 milUon for 
the GRR, we find an MRO is more favorable by approximately $386 miUion. 

By statate, our analysis does not end here, however, as we must consider tae non-
quantifiable aspects of the modified ESP, in order to view tae proposed plan in tae 
aggregate. We acknowledge that taere may be costs associated wita distribution related 

^^ The KSR detemuiwtion of $388 million is cafctdated by taking the $508 nuUion RSR recovery amount and 
subtracting the $1 figure to be devoted towards fhe Capacity Case deferral, as recovery of this deferral 
win occur under eidver an ESP or an MRO. Using LJT-S in AEP-Ohio Ex. 114, when we consider the total 
connected load of 48 million kWh and multiply it by $1 over the term of the modified ESP, we reach a 
figure of $144 million to be devoted towards the Capacity Cjas^ deferral However, w the RSK recovery 
amount increases to $4/MWh in. the final year of the modified ESP, we also must account for an increase 
in the RSR of $24 million, which is also calculated by cotmected load in LJT-5. Therefore, die actual 
amoutnt which should be included in the test is $388 inillioiL 
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riders and tae gridSmart and ESRR that currentiy are not readUy quantifiable, we beUeve 
any of taese costs are significantiy outweighed by tae non-quantifiable benefits this 
modified ESP leads to. Altaough these riders may end up having costs associated wita 
taem, taey would support reUabiUty improvements, which wiU benefit aU AEP-Ohio 
customers, ais weU as provide the opportunity for customers to utUize effidency programs 
that ccm lead to lower usage, and thus lower costs. Furtaer, taese costs wiU be mitigated 
by tae increase in auction percentages, induding tae sUce-by-slice auction, as we modified 
to ten percent each year, which wiU offset some of taese costs in tae statatory test and 
moderate the impact of tae modified ESP, Furtaer, tae acceleration to 60 percent of AEP­
Ohio's energy only auction by June 1, 2014, not only enables customers to take advanta^ 
of market based prices, but also creates a quaUtative benefit which, whUe not yet 
quantifiable, may weU exceed tae costs associated wita tae GRR and RSR. 

In addition, whUe tae RSR and tae indusion of the defdrral within tae RSR are tae 
most significant cost associated wita tae modified ESP, but for tae ^ R it would be 
impo^ible for AEP-Ohio to completely partidpate in fuU energy and capadty baSed 
auctions beginning in June 1, 2015. Altaough tae decision for AEP-Ohio to transition 
towards competitive market pricing is something this Commi^on strongly supports and 
tae General Assembly antidpated in enacting Senate BiU 221, the fod remains that the 
decision to move towards competitive market pricing is voluntary under tae statate and in 
tae event this ESP is withdrawn or even replaced wita an MRO, taere is no doubt that 
AEP-Ohio would not be fuUy engaged in the competitive marketplace by June 1,2015. 

The most significant of tae norv-quantifiable benefits is tae fart that in just under 
two and a half years, AEP-Ohio wiU be deUvering and pridng energy at maricet prices, 
wluch is significantiy earUer than what would otaerwise occur tmder an MRO option If 
AEP-Ohio were to apply for an MRO it is not feasible to condude that energy would be at 
market prices prior to Jime 1, 2015, even if tae Commission were to accderate tae 
percentages set forth under Section 4928.142, Revised Code Thirteen years ago our 
general assembly approved legislation to begin paving tae way for dectric utUities to 
transition towards market-based pricing, and provide consumers wita tae abiUty to choose 
taeir dectric generation suppUer. WhUe the process has not been easy, we are confident 
that this plan wUl result in the outeome tae general assembly, intended under bota Senate 
BiU 3 and Senate BUl 221, and this modified ESP is tae only means in which this can be 
accomplished in less than two and a half years. Furtaer, whUe tae modified ESP wiU lead 
us towards true competition in tae state of Ohio, it also ensures not only that customers 
wiU have a safe harbor in the event taere is any uncertainty in tae competitive markets by 
having a constant, certain, and stable option on tae table, but also fhat ABP-Ohio 
maintains its finandal stability necessary to continue to provide adequate, safe, and 
reUable service to its customers. Accordingly, we beUeve taese non-quantifiaMe benefits 
significantiy outweigh any of tae costs. 



ll-34^EL-SSO,etal. -77-

Therefore, in weighing tae statutory price test which favors tae modified ESP by 
$9.8 miUion, as weU as tae quantifiable costs and benefits associated wita tae modified 
ESP, and tae non-quantifiable benefits, as we find tae modified ESP, is more favorable in 
tae aggregate than what would otaerwise apply under an MRO. 

IV. CONCLUSION 

Upon consideration of tae modified ESP application fUed by tae Company and tae 
provisions of Section 4928.143(C)(1), Revised Code, tae Commission finds that the 
modified ESP, including its pridng and aU otaer terms and conditions, induding deferrals 
and future recovery of dderrals, as modified by this Order, is more favorable in tae 
aggregate as compared to tae expected results that would otaerwise apply under Section 
4928.142, Revised Code, Therefore, tae Commission finds that the proposed ESP should 
be approved, wita tae modifications set forta in this Order. As modified herein, tae plan 
provides rate stebiUty for customers, revenue certainty for tae Company, and fadUtates a 
transition to market To tae extent that interveners have proposed modifications to AEP­
Ohio's modified ESP that have not been addressed by this Opinion and Order, tae 
Commission condudes that the requests for such modifications are denied. 

AEPOhio is direded to file, by August 16,2012, revised tariffs consistent wita this 
Order, to be effective wita bills rendered as of tae first bUUng cycle in September 2012. 

V. FINDINGS OF FACT AND CONCLUSIONS OF LAW: 

(1) OP is a pubUc utiUty as defined in Section 4905.02, Revised 
Code, and, as such, tae Company is subject to tae jurisdiction 
of this Commission. 

(2) Effective December 31, 2011, CSP was merged wita and into 
OP consistent wita tae Commission's December 14, 2011 Order 
in tae ESP 2 cases. The merger was confirmed by entry issued 
March 7,2012 in Case No. lC^-2376-EL-UNC 

{3) On March 30, 2012, tae Company fUed modified appUcations 
for an SSO in accordance wita Section 4928.141, Revised Code. 

(4) On April 9, 2012, a technical conference was held regarding 
AEP-Ohio's modified EBP appUcations. 

(5) Notice was published and pubUc hearings were held in Canton, 
Columbus, ChiUicotae, and l ima where a total of 66 witaesses 
offered testimony. 
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(6) A prehearing conference on tae modified ESP appUcation was 
hddonMay7,201Z 

(7) The foUowing parties filed for and were granted intervention in 
AEP-Ohio's modified ESP 2 proceeding lEU, Duke RetaU, 
OEG, OHA, OCC, OPAE, Kroger, FES, Paulding, APJN, 
OMAEG, AEP RetaU, P3, ConsteUation, Compete, NRDC, 
Sierra Club, RESA, Exelon, Grove City, AICUO, Wal-Mart, 
Dominion RetaU, ELPC, OEC, Ormd, Enemoc, IGS, Ohio 
Schools, Ohio Farm Bureau Federation, Ohio Restaurant 
Assodation; Duke, DECAM, Dired, The Ohio AutomobUe 
Dealers Association, Dayton Power and l ight Company, NFIB, 
Ohio Construction Materials Coalition, COSE, Border Energy 
Electric Services, Uic, UTEB; (Summit Ethanol); dty of Upper 
Arlington, Ohio; Ohio Business CouncU for a Clean Economy; 
dty of HUlsboro, Ohio; and CPV Power Development, Inc. 

(8) Motions for protective orders were filed by AEP-Ohio on July 
1,2011, May 2,2012, by OMAEG, lEU, FES, and Exdon on May 
4, 2012, AEP-Ohio on May 11, 2012. The attorney examiners 
granted tae motions for protective order in tae evidentiary 
hearing on May 17,2012. 

(9) Additional motions for protective order were filed by Ormet on 
June 29,2012, and July 9, 2012, by lEU on June 29,2012, and by 
AEP-Ohio on July 5,2012 and July 12,2012. 

(10) The evidentiary hearing on tae modified ESP 2 was caUed on 
May 17,2012, and concluded on June 15,201Z 

(11) Briefs and reply briefs were filed on June 29, 2012, and July 9, 
2012, respectively. 

(12) Oral arguments bdore tae Commission were h d d on July 13, 
201Z 

(13) The proposed modified ESP, as modified pursuant to this 
opinion and order, induding tae pricing and aU otaer terms 
and conditions, dderrals and future recovery of tae dderrals, 
and quantitative and quaUtative benefits, is more favorable in 
tae aggregate as compared to tae expected results that would 
otaerwise apply under Section 4928.142, Revised Code. 
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VI. ORDER: 

It is, taerdore, 

ORDERED, That IBEW's and HUUard's requests to witadraw from taese 
proceedings are granted. It is, further, 

ORDERED, That tae motions for protective order as discussed herein be granted for 
18 months from tae date of this Order. It is, further, 

ORDERED, That tae Company should eliminate Rider Emergency Curtailable 
Services (ECS) and Rider Price Curtailable Service (PCS) from its tariff service offerings 
and Case Nos. 10-343-EI^ATA and 10-344^EL-ATA, closed of record and dismissed. It is, 
further, 

ORDERED, That lEU's request to review tae procedural ruUngs is daiied. It is, 
furtaer, 

ORDERED, That OCC/APJN's motion to take administrative notice be denied. It 
is, further, 

ORDERED, That OCC/APJN's motion to strike AEP-Ohio's reply brief be granted 
in part and denied in part It is, furtaer, 

ORDERED, That the Company shaU file proposed final tariffs consistent wita this 
Order by August 16, 2012, subjert to review and approval by tae Commission. It is, 
furtaer. 
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ORDERED, That a copy of this opinion and order be served on aU parties of record 

THE PUBUC U n L m E S COMMISSION OF OHIO 

Cheryl L. Roberto 

Jjr /GNS/vrm 

red in tae' 

AUGOa 
Entered in t te Journal 

^ h ( ' K o J 

Barcy F. McNeal 
Secretary 
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Columbus Soutaern Power Company and 
Ohio Power Company for Authority to 
Establish a Standard Service Offer Pursuant 
to Section 4928.143, Revised Code, in tae 
Form of an Electric Security Plan. 
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Case No. 11-346-EL-SSO 
Case No. 11-348-EL-SSO 

Case No. 11-349-EL-AAM 
Case No. 11-350-EL-AAM 

DISSENTING OPINION OF COMMISSIONER CHERYL L. ROBERTO 

I decline to join my coUeagues m finding taat tae quantitative advantage of 
$388 million doUars that an MRO would enjoy over tae proposed ESP is overcome by 
tae non-quantifiable benefit of- moving to market two years and three months faster 
than what would have occurred under an MRO. For this reason, I do not find that tae 
proposed modified ]KP, as modified pursuant to tae opinion and order, including tae 
pridng and aU other terms and conditions, deferrals and future recovery of tae 
deferrals, and quantitative and qualitative benefits, is more favorable in tae aggregate 
as compared to the experted results that would otherwise apply under Section 
4928.142, Revised Code. Because of this conclusion, it is imnecessary for me to discuss 
further any individual conclusion within tae order or feature of tae ESP. 
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eryl L. Roberto 
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Case No. 11-350-EL-AAM 

CONCURRING OPINION OF COMMISSIONER LYNN SLABY 

I agree wiih the conclusions of tae majority. However, I vmte separatdy to 
express my reservations on tae use of a retaU stabUity rider (RSR). It is my opinion 
that generaUy tae use of an RSR wita decoupling components lacks certain benefits to 
consumers. In addition, a company that recdves that RSR has Uttie, if any, incentive to 
look for more operating effidendes to reduce consumer costs. Consequentiy, taese 
Uieffidendes could lead to additional costs to consumers in tae long run. Altaough 
taese concerns led to my reservations in this present case, I am also fuUy aware taat 
certain cases present specific circumstances that necessitate setting aside individual 
concerns for the greater good. 

In Case No. 10-2929-EL-UNC, tae Commission agreed to dder tae recovery of 
tae difference between the market price and tae companies' cost of generation. This 
created a need to estebUsh a mechanism to recover taose costs. Altaough I generaUy 
disagree wita tae use of ^ R s for recovering dderred costs, m this case I side wita tae 
majority in order to meet our mission. Our mission is to ensure aU residential and 
business consumers access to adequate, safe and reliable utUity services at a fair price, 
whUe faciUtating an environment that provides competitive choices. We as a PubUc 
UtUities Commission have to balance tae rights of tae consumer to ensure safe and 
reliable sendee at a fair cost whUe also making sure that companies receive suffident 
revenues to provide taat service in a safe and rdiable manner. 
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This decision wUl help move tae company to a fuUy competitive market at tae 
end of tae ESP term, which has been tae overaU goal of tae state legislature since tae 
adoption of Senate BiU 3 in 1999. Furtaermore, by creating an RSR without 
decoupling components, we are stabilizing tae rate structure over tae next three years. 
This provides customers a stabUized rate or tae opjjortunity to shop for a better rate, 
depending on what tae market presents duruig the term of tae ESP. OveraU, this 
decision is not only important to tae State statatory goal of free and open competition 
in tae market place, but also to the phUosophy of this Commission. Therdore, in this 
isolated case, I find the use of an RSR to be an appropriate mechanism to aUow tae 
Company to begin to recover its dderred costs. 

LS/sc 

Entered in tae Journal 

Barcy F. McNeal 
Secretary 
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The Commission finds; 

(1) On March 30, 2012, Ohio Power Company (AEP-Ohio) filed an 
appUcation for a standard service offer, in tae form of em 
electric security plan (KP), in accordance wita Section 
4928.143, Revised Code. 

(2) On August 8, 2012, tae Commission issued its Opinion and 
Order, approving AEP-Ohio's proposed ESP, with certain 
modifications, and directed AEP-Ohio to file proposed final 
tariffs consistent wita tae Opinion and Order by August 16, 
2012. 

(3) E*uTsuant to Section 4903.10, Revised Code, any party who has 
entered an appearance in a Commission proceeding may apply 
for rehearing wita respect to any matters determined by tae 
Commission, within 30 days of tae entry of tae Opinion and 
Order upon tae Commission's journal. 

(4) On September 7, 2012, AEP-Ohio, The Kroger Company 
(Kroger), Ormd Primary Aluminum Corporation (Ormrt), 
Industrial Energy Users-Ohio (lEU), RetaU Energy Supply 
Assodation (RESA), OMA Energy Group and tae Ohio 
Hospital Assodation (OMAEG/OHA), the Ohio Energy Group 
(OEG), FirstEnergy Solutions Corp. (Ê ES), The Ohio 
Assodation of School Business Officials, The Ohio School 
Boards Association, The Buckeye Association of School 
Administrators, and The Ohio Schools CouncU (coUectivdy, 
Ohio Schools), and tae Ohio Consumers' Counsel and 
Appalachian Peace and Justice Network (OCC/APJN) filed 
appUcations for rehearing. Memoranda contra tae various 
appUcations for rehearing were fUed by Duke Energy Ohio, Inc. 
(Duke) and Duke Energy Commercial Asset Management Inc. 
(DER/DECAM), FES, OCC/APJN, EEU-Ohio, OMAEG/OHA, 
OEG, Ohio Schools, and AEP-Ohio on September 17,2012. 

(5) By entry dated October 3, 2012, tae Commission granted 
rehearing for furtaer consideration of tae matters specified in 
tae appUcations for rehearing of tae August 8, 2012, Opinion 
and Order. The Commission has reviewed and considered aU 
of tae arguments on rehearing. Any arguments on rehearing 
not specificaUy discussed herein have been taoroughly and 
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adequately considered by tae Commission and are being 
denied. In considering tae arguments raised, tae Commission 
wUl address tae merils of tae assignments of error by subject 
matter as set forta below. 

I. PROCEDURAL MATTERS 

(6) On September 28, 2012, OCC/APJN moved to stirike portions 
of AEP Ohio's application for rehearing fUed on September 7, 
2012, as weU as portions of its memorandum contra filed on 
September 17, 2012. SpecUicaUy, OCC/APJN allege taat AEP­
Ohio improperly reHes upon tae provisions of stipulations 
from tae AEP-Ohio Distribution Rate stipulation in Case No. 
11-351-EL-SSO, et al., and tae Duke ESP stipulation in Case No. 
11-3549-EL-SSO, et al., OCC/APJN opine taat bota stipulations 
preclude tae use of any provisions as precedent, and taat tae 
use of any stipulation provisions is not only contrary to tae 
inherent nature of a stipulation, but also contrary to pubUc 
poUcy. 

On Ortober 3, 2012, AEP Ohio filed a memorandum contra 
OCC/APJN's motion to strike. In its memorandum contra, 
AEP Ohio argues taat OCC/APJN should be estopped from 
moving to strike any provisions contained within AEP-Ohio's 
appUcation for rehearing, as OCC/APJN faUed to aUege that 
tae references to Duke's W>P stipulation and tae AEP-Ohio 
distribution case were improper in its memorandum contra 
AEP Ohio's appUcation. In addition, AEP-Ohio notes that tae 
Commission already rejerted OCC/APJN's argument in tae 
Opinion and Order. 

The Commission finds OCC/APJN's assignment of error 
should be dismissed. OCC/APJN faUed to raise its objections 
to the use of stipulation references contained within AEP­
Ohio's appUcation for rehearing in its memorandum contra to 
AEP-Ohio's application for rehearing, so it is unnecessary for 
us to address taose references. Regarding tae stipulation 
references in AEP-Ohio's memorandum contra tae appUcations 
for rehearing, we find that, consistent wita our Opinion and 
Order in this proceeding, tae references to otaer stipiUations by 
AEP-Ohio were limited in scope and did not create pre^udidal 
impart on any parties, nor were tae references used to in any 
way bind parties to positions taey had in any previous 
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proceeding.i In fact, OCC/APJN referred to spedfic 
stipulation provisions from a separate proceeding in its own 
application for rehearing.^ Accordingly, we find that 
OCC/APJN's motion to strike should be denied. 

(7) In its appUcation for rehearing, lEU contends that the Opinion 
and Order was unreasonable by failing to strike witaess 
testimony that contained references to stipulations. 
SpedficaUy, lEU argues that tae attorney examiners improperly 
faUed to strike testimony of two AEP Ohio witaesses and a 
witaess for Exelon. 

The Commission finds taat lEU faUs to raise any new 
arguments, and accordingly, its appUcation for rehearing 
regarding references to stipulations should be denied.^ 

(8) In its appUcation for rehearing, OCC/APJN aUege that tae 
Commission abused its discretion by denying its request to 
take administrative notice of tae Capadty Case materials. 

In its memorandum contra, FES provides that the 
Conxmission's denial of OCC/APJN's request to take 
administrative notice was proper. FES points out taat tae 
request for administrative notice was made after tae 
evidentiary record was closed and post-hearing briefs were 
filed. FES adds taat had administrative notice been taken, 
otaer parties would have been prejudiced. 

In tae Opinion and Order, tae Commission denied 
OCC/APJN's request to take administrative notice, noting taat 
administrative notice wotUd prejudice parties and would 
improperly aUow OCC/APJN to supplement tae record in an 
inappropriate manner.* OCC/APJN faU to present any 
compelling arguments as to why tae Commission's decision 
was unreasonable, taerefore, we find OCC/APJN's request 
should be denied. 

(9) On September 24, 2012, Kroger filed a reply memorandum to 
AEP-Ohio's memorandum contra tae various appUcations for 

^ Opinion and Order at 10. 

2 OCC/APJN Application for Rehearing (APR) at 113-114. 
^ Opinion and Order at 10. 
4 M. at 12-13. 
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rehearing. On September 25, 2012, Kroger filed a motion to 
witadraw its reply memorandum. Kroger's request to 
witadraw its reply should be granted as Rule 4901-1-35, Ohio 
Administrative Code (O.A.C), does not recognize tae filing of 
repUes. 

(10) On September 18, 2012, Duke Energy Ohio Inc. (Duke) fUed a 
motion to fUe memorandum contra instanter to fUe its 
memorandum contra. Duke admits that it incorrectiy reUed on 
an out of date entry which directed parties to file aU 
memoranda contra within five business days rataer than a 
more recent entry issued AprU 2, 2012, which directed that 
memoranda contra be fUed within five calendar days. No 
memorandum contra Duke's motion was filed. 

Duke's motion to file its memorandum contra is reasonable and 
should be granted. The memorandum contra was fUed one day 
late and granting tae request wUl not prejudice any party to tae 
proceeding or cause undue delay. 

II. STATUTORY TEST 

(11) FES, lEU, OCC/APJN, and OMAEG/OHA argue taat tae 
Commission improperly conduded tae statatory price test by 
only considering tae time period between June 1, 2013, and 
May 31, 2015. The parties contend that the Commission faUed 
to consider tae first ten months of tae modified ESP. 
SpecificaUy, OCC/APJN beUeve that tae Commission has 
departed from its past precedent in conducting tae statatory 
test, and that tae Commission's test brought "a degree of 
precision that is not caUed for under tae statate"^ and, 
taerefore, exceeds tae scope of its authority. 

AEP-Ohio responds taat tae Commission's decision to compare 
the ESP wita tae results taat would otherwise apply under a 
MRO over a period when tae MRO alternative could 
realistically be implemented was reasonable to develop an 
accurate prediction of costs. 

The Commission notes that tae General Assembly explidtiy 
provided, in Section 4928,143(Q(1), Revised Code, fhat "tae 
electric security plan so approved...is more favorable in tae 

5 OCC APR at 7. 
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aggregate as compared to tae expected results that would 
otaerwise apply under Section 4928.142 of tae Revised Code." 
To properly conduct the statatory test, the Commission must, 
by statate, consider w^hat tae experted results would have been 
had AEP-Ohio proceeded under Section 4928.142, Revised 
Code. The Commission properly foUowed tae plain meaning 
of tae text conteiined within tae statate in performing tae 
statutory price test. 

FinaUy, we note that OCC/APJN's claims about tae 
Commission departing fiom its precedent ignore tae fart that, 
smce AEP-Ohio filed its original appUcation in January of 2011, 
tae proceedings have taken a different course taan typical 
Commission precedent. After tae Commission rejected AEP­
Ohio's Stipulation in February 2012, tae Commission entered 
unchartered waters. In Ught of tae unique considerations 
assodated wita his case, we looked first at tae statate, and 
f oUowed it with precision. 

(12) In taeir respective assignments of error, OMAEG/OHA, FES 
and EEU argue that it was improper for tae Commission to use 
tae state compensation mechanism figure of $188.88 in 
calculating tae MRO under tae statatory test, as opposed to 
using RPM capacity prices. lEU explains that tae Commission 
should have used actual CBP results to identUy the expected 
generation price under tae MRO. Further, bota lEU and FES 
state that Section 4928.142, Revised Code, provides that tae 
price of capadty should be market-based. 

AEP-Ohio responds taat tae Cominissiori already addressed 
taese arguments, and taey should, therefore, be rejected. 

The Commission finds that tae parties faU to present any new 
arguments with regard to tae appropriate price for capadty to 
use in developing tae competitive benchmark price under tae 
statutory price test In tae Opinion and Order, tae Commission 
explidtiy notes taat AEP-Ohio's stetas as an FRR entity makes 
it appropriate to utUize its cost of capadty, as opposed to 
UtUizing RPM prices.^ Accordingly, we deny taese requests for 
rehearing. 

Opinion and Order at 74 
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(13) OCC/APJN and lEU argue taat tae Commission miscalculated 
tae impact of the various riders when conducting tae statatory 
test. OCC/APJN and lEU state that tae Commission faUed to 
consider tae costs for the Turning Point projed for tae entae 
Ufe of tae faciUty. Further, lEU believes tae Commission 
wrongfuUy set tae pool termination rider (PTR) at zero, and 
taat tae impart of tae pool termination could be significant In 
addition, lEU argues that the Commission did not explain why 
the entae RSR amount was not included in tae statutory test, 
nor tae effect of tae dderral created by tae Opinion and Order 
in Case No. 10-2929-EL-UNC (Capadty Case). 

In its memorandum contra, AEP-Ohio notes that tae 
Commission taoroughly addressed tae potential costs 
assodated wita tae GRR in its Opinion and Order. AEP-Ohio 
adds taat tae Commission rationaUy declined to include any 
speculative costs taat may be associated wita tae RSR, and 
adds taat tae Commission was correct in not induding tae 
capacity dderral figures in tae statatory test. 

The Commission finds that tae applications for rehearing filed 
by lEU and OCC/APJN should be denied, as tae calculations 
contained within tae statatory test do not underestimate tae 
costs assodated with tae GRR. ta Hght of tae Commission's 
determination taat parties faUed to demonstrate tae need for 
tae Turning Point Solar projert, tae statatory test may actuaUy 
contain an overestimate cost of tae GRR.7 

Regarding lEU's otaer arguments, we reject tae daim that tae 
Commission faUed to explain tae RSR determination of $388 
miUion. In its Opinion and Order, the Commission explained: 

The RSR determination of $388 miUion is calculated 
by taking tae $508 mUHon RSR recovery amount and 
subtracting tae $1 figure to be devoted towards tae 
Capacity Case deferral, as recovery of this deferral 
will occur under either an ESP or an MRO. Using 
LJT-5 in AEP-Ohio Ex. 114, when we consider tae 
total connected load of 48 mUUon kWh and multiply 
it by $1 over tae term of tae modified ESP, we reach 

" See In the Matter of the Long Term Forecast Report of Ohio Power Company and Related Matters,. Case No. 10-
501-EL-FOR, et at Opinion and Order 0anuaiy 9,2013). 
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a figure of $144 miUion to be devoted towards tae 
Capadty Case deferral. However, as tae RSR 
recovery amount increases to $4/MWh in tae final 
year of tae modUied ESP, we also must account for 
an increase in tae RSR of $24 mUlion, which is also 
calculated by connerted load Ui LJT-5. Therdore, 
tae artual amount which should be included in tae 
test is $388 mUlion (Opinion and Order at 75). 

lEU's incorrect assertion and attempt to misrepresent tae 
Commission's Opinion and Order is inappropriate, and its 
assignment of error shaU be rejected. Furtaer, tae Conunission 
reiterates taat any costs taat may be assodated wita tae 
deferral created by tae Capadty Case are unknown at this time 
and dependent on artual customer shopping statistics. In any 
event, as AEP-Ohio points out and we explained in our 
Opinion and Order, costs associated wita tae dderral would 
faU on dtaer side of tae statatory test in Ught of tae fact tiiat 
tae Commission has adopted a state compensation 
mechanism.8 FinaUy, we rejed lEU's assignment of error that 
costs associated wita the PTR should have been included in tae 
statatory test Not only is tae record void of credible numbers 
associated with tae costs of pool termination, but also costs 
assodated wita the PTR would only arise if AEP-Ohio's 
corporate separation is amended, and would be subject to 
subsequent Commission proceedings.^ 

(14) Ohio Schools, OMAEG/OHA, lEU, and OCC/APjN aUege that 
tae modified ESP is not more favorable, in tae aggregate, taan 
tae resiUts that wotUd otaerwise apply pursuant to Section . 
4928.142, Revised Code. OMAEG/OHA argue that there is no 
evidence that tae expeditious transition to market wUl provide 
any benefits to AEP-Ohio or its customers. Ohio Schools states 
that exempting Ohio's schools from tae RSR could be a non-
quantifiable benefit that would make the modified ESP more 
favorable under tae statatory test lEU believes taat tae 
benefits assodated wita tae energy auctions and move to a 
competitive bid process do not outweigh tae costs associated 
wita tae ESP and are unsupported by the record. DEU aUeges 

^ Opinion and Order at 75 
9 Id. at 49 
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that tae Commission faUed to explain how the qualitative 
benefits outweigh tae costs associated with the ESP. 

OCC/APJN acknowledge that qualitative benefits set forth by 
tae Commission may have merit but fhat a MRO provides 
sUnUar, and possibly greater non-quantifiable benefits. 
SpedficaUy, OCC/APJN explain that tae ESFs expedient 
transition to market may be a quaUtative benefit but assert 
than under a MRO, energy may also be suppUed through tae 
market in less than two and a half years, and a MRO provides a 
safe harbor for customers and finandal security for an EDU. 
OCC/APJN state tiiat Section 4928.142(D), Revised Code, 
permits tae Commission to accelerate the blending 
requirements associated with a MRO to 100 percent after tae 
second year. Further, OCC/APJN provide that the 
Commission has tae abiUty to adjust tae blending of market 
prices in order to mitigate any changes in an EDU's standard 
service offer (SSO). In Ught of taese considerations, 
OCC/APJN contend that tae modified ESP is not more 
favorable in tae aggregate taan the resiUts that would 
otaerwise apply under a MRO. 

SimUarly, FES notes taat tae qualitative benefits of tae 
modified ESP do not overcome tae $386 mUlion difference 
between a MRO and the modified ESP. FES reasons that AEP­
Ohio may partidpate in fuU auctions immediately, and fhat 
AEP-Ohio must establish competitive auctions unless it can 
provide taat a modified ESP is more favorable taan an MRO, 
negating tae treuisition to market in two and a half years as a 
benefit 

In its memorandum contra, AEP-Ohio asserts that tae 
Commission correctiy concluded taat tae increased energy 
auctions would offset any cost impacts assodated wita tae 
modified ESP, and taat tae quaUtative benefits of tae 
accelerated pace towards a competitive market have a 
significant value. AEP-Ohio notes that tae statate affords tae 
Commission significant discretion, and tae Commission 
appropriately weighed tae quantitative costs wita tae 
quaUtative benefits. 

The Commission affirms &at under tae statatory test, tae 
modified ESP is more favorable, in the aggregate, taan the 
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results taat would otaerwise apply under a MRO. As we 
provided in our Opinion and Order, tae fact that AEP-Ohio 
wiU be deUvering and pricing energy at market prices in two 
and a haU years is an invaluable benefit of this ESP, and it wUl 
create a robust marketplace for consumers. Even lEU concedes 
taat tae objective of accelerating tae competitive bid process is 
a benefit to tae pubUc.iO Our determination that the qualitative 
benefits outweigh tae costs associated with the modified ESP 
was driven by tae fact that customers will be able to benefit 
from market prices immediately through tae enhancement of 
the competitive marketplace. 

Furtaer, customeis stUl maintain protection from any 
unforeseen risks that may arise from a developing competitive 
market by having a reasonably priced ^ O plan that caps rate 
increases at 12 percent. In approving tae modified ESP, we 
stmick a balance taat guarantees reasonably priced electridty 
whUe aUowing tae markets to develop and customers to see 
future opportunities to lower taeir electric costs. The General 
Assembly lias vested tae Commission wita discretion to make 
taese types of decisions by aUowing us to view tae entire 
picture, in tae aggregate, as to what tae effects of tae modified 
ESP would be, going beyond just tae doUars and cents aspert of 
it. WhUe parties may disagree wita tae Commission's poHcy 
decisions, taere is no doubt that we have discretion to arrive at 
our conclusion that the modified ESP is more favorable taan 
tae results that would otaerwise apply.^^ By utilizing 
regulatory flexibUity, we are aUowing tae competitive markets 
to continue to emerge and develop, whUe maintaining our 
commitment of ensuring that taere are stable prices for 
customers, as is consistent wita our state poUcy objectives set 
forta in Section 4928.02, Revised Code. Further, we note that 
whUe lEU predicts that tae increase in slice-of-system energy 
auctions and tae accderation of 60 percent AEP-Ohio's energy 
auction to June 1, 2012, would increase costs assodated wita 
tae modified ESP, this prediction is conclusory in nature, and 
lEU faUs to develop any arguments based on tae record to 
support this presumption. 

10 OralArgtunentTr.at46 
11 Counsel for CXTC and lEU have acknowledged that ihe Conunission has broad discretion in conducting 

Ae 5tatufDiy test See Oral Argtunent Transcript at 117,118. OMAEG/OHA affirm this as well in its 
AER at pg. 9 
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fri addition, we find OCC/APJN's assertions that a MRO 
would provide tae same qualitative benefits as the modified 
ESP to be witaout merit. OCC/ APJN correctiy point out that in 
tae Duke ESP tae Commission determined taat, under a MRO, 
tae Commission may alter tae blending proportions beginning 
in tae second year of a MRO, pursuant to Section 4928.142, 
Revised Code. However, OCC/APJN ignore the fact that 
modifications may only be made to "mitigate any effect of an 
abrupt or significant change in tae electric distribution utUity's 
standard service offer price... ." Therefore, it is entirely 
speculative for OCC/APJN to argue that a MRO option would 
aUow for AEP-Ohio to engage in competitive market pricing in 
less taan two and a haU years, as it assumes that there wUl be 
an abrupt or significant change in AEP-Ohio's SSO price. The 
plain meaning of tae text within Section 4928.142(D), Revised 
Code, indicates taat tae default provisions contained within tae 
statate apply, absent an exigent scenario, and we find it wotild 
be foolish for tae Commission to turn away a guarantee of 
market-based pricing for AEP-Ohio customers within two and 
a half years on tae off chance taere are abrupt or significant 
changes in tae market EarUer in this proceeding, OCC 
advocated that AEP-Ohio must carefuUy foUow tae blending 
provision contained within Section 4928.142(D), Revised Code, 
and utUize tae ddault provisions in the statute.i^ Accordingly, 
we reject OCC/APJN's assignment of error. FinaUy, we rejert 
Ohio Schools' assignment of error, as tae Commission 
previously addressed taeir as to why tae schools should not be 
exempt from tae RSR.1^ 

(15) OMAEG/OHA argue tae Commission conducted the statatory 
test by relying on extra-record evidence, and that tae analysis 
the Commission used in conducting tae statatory price test is 
not verifiable or supported by any party. 

In its memorandum contra, AEP-Ohio responds taat tae 
Commission only used record evidence to arrive at its 
conclusion, and tae fart that tae Commission reached a 
different result than what any party advocated is not unusual 
or improper. 

12 OCC Ex. 114 at 6-7, Initial Brief at 10-11 
13 Opinion and Order at 37 
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The Commission finds OMAEG/OHA's argument to be 
witaout merit In conducting tae statatory test, tae 
Commission imequivocaUy described, in extensive record 
based detaU, its basis in calculating the quantitative aspects of 
tae statatorj' testi'* SpecificaUy, we began wita tae statatory 
test created by AEP-Ohio witaess Thomas and made 
modUications to the foundation of tae test.15 WhUe tae results 
of tae test may have been different tiian what any party 
advocated, aU parties, including OMAEG and OHA, had tae 
opportunity to cross-examine Ms. Thomas on her methodology 
and inputs in conducting tae stetatory test.i^ As this test was 
admitted in tae record, and our corrections to the test were 
explained in extensive detaU within tae Opinion and Order 
describing tae flow-through effect of our modifications, we 
find OMAEG/OHA's assignment of error should be rejected. 

(16) In its assignment of error, AEP-Ohio contends that tae 
Commission underestimated tae benefits of tae modified ESP 
in tae statatory test SpedficaUy, AEP-Ohio argues tae $386 
miUion figure tae Commission determined was tae quantifiable 
difference between an MRO and tae modified ESP considered 
tae entire term of tae ESP, after tae Commission conduded that 
it is appropriate to consider only tae period from June 2013 
through May 2015. AEP-Ohio states that when looking at 
quantifiable items during just the two year period, tae 
modified ESP becomes less favorable by only $266 miUion. 
AEP-Ohio concludes taat tae Commission underestimated tae 
value of tae modified ESP. 

hi its memorandum confra, lEU, OCC/APJN, OMAEG/OHA, 
and FES state that AEP-Ohio underestimates tae cost 
disadvantage of the modified ESP. The parties explain that 
even U tae Commission adopted AEP-Ohio's suggestion, any 
adjusted doUar figures would stiU not overcome tae 
quantitative disadvantage of tae modified ESP 

The Commission finds that AEP-Ohio's assignment of error 
should be rejerted. In adopting AEP-Ohio's metaodology of 
conducting tae stetatory test, tae Commission evaluated three 

14 Id.at73-75 

15 AEP-Ohio Ex. 114 
16 Tr. at 1260-1342 
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parts: the statatory price test, otaer quantifiable considerations, 
and non-quantifiable factors. The two year tune frame pertains 
only to the statatory price test which required tae Commission 
to determine that the ESP, as modified, is more favorable than 
results that woiUd ofeerwise apply. In looking at just tae 
pricing component, tae Commission utilized a two year 
window in. order to determine, wita precision, what tae price 
would be when the modified ESP was compared wita tae 
results that woiUd otherwise apply. In our next step in 
condurting the statatory test the Commission looked at 
components of tae modified ESP that were quantifiable in 
nature. We evaluated taese components from September 2012 
through tae end of tae term of tae modified ESP, because, as 
indicated in tae Opinion and Order, taese are costs that 
customers wiU pay regardless of when an auction would be 
established. The Commission was not inconsistent when it 
considered tae statatory price test under a two year window 
but looked at quantifiable costs over tae entire term of tae ESP, 
because, pirrsuant to Section 4928.143(Q(1), Revised Code, we 
are to compare tae modified ESP wita results taat would 
otaerwise apply based on (a) its pricing, (b) other terms and 
conditions, including dderrals and future recovery of deferrals, 
and (c) it must be viewed, in tae aggregate. This is consistent 
with how AEP-Ohio presented tae statatory test in tae record, 
and fhat is how tae Commission, in correcting fee errors made 
by AEP-Ohio, foUowed tae statate wita precision to determine 
that AEP-Ohio sustained its burden in indicating that tae 
modified ESP was more favorable taan any results that could 
otaerwise apply.i'' Accordingly, AEP-Ohio's assignment of 
error shoiUd be rejected. 

m. RETAIL STABlLrrY Rn>ER 

(17) In its assignment of error, OCC/APJN argue tae RSR is not 
justified by Section 4928.143(B)(2)(d), Revised Code, as it does 
not provide stabiHty and certainty for retaU electric service. 
Specifically, OCC/APJN believe the Coinmission faUed to 
determine which of tae six categories contained within Section 
4928.143(B)(2)(d), Revised Code, it rdied upon in approving 
tae RSR. SUnUarly, Ohio Schools, lEU, and FES assert that 

17 See Opinion and Order at 73-77. 
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taere is no statatory basis for tae RSR within Section 
4928.143(B)(2)(d), Revised Code. 

hi its memorandum confra, AEP-Ohio provides that tae RSR is 
dearly justified by Section 4928.143(B)(2)(d), Revised Code. 
AEP-Ohio points out that the statute has three distinct 
inquiries. Regarding fee first query, AEP-Ohio explains fhat 
tae RSR is clearly a charge as specified under the statate. In 
discussing the second query, AEP-Ohio states that tae RSR is 
not only related to limitations on customer shopping for retaU 
electric generation service, but also is related to bypassibUity, 
default service, and amortization periods and accounting or 
deferrals. However, AEP-Ohio cdso requests clarification from 
tae Commission on which items tae Commission reUed upon ki 
reaching its conclusion. FinaUy, AEP-Ohio argues tae 
Commission used extensive record-based findings to support 
its finding fhat tae RSR provides stabUity and certainty 
regarding retaU dectric service. 

In order to clarify tae record in this proceeding, tae 
Commission finds that OCC/APJN's appHcation for rehearing 
should be granted. In approving tae RSR pursuant to Section 
4928.143(B)(2)(d), Revised Code, tae Commission found tiiat,. 
tae RSR, as modified, was reasonable. Fust as OCC/APJN 
admits in its appHcation for rehearing,!^ tae RSR is indeed a 
charge, meeting tae first component of tae statate. Next, tae 
RSR charge dearly faUs within tae ddault service category, as 
s d forta in Section 4928.143(B)(2)(d), Revised Code. The RSR, 
as we specified in our Opinion and Order, freezes non-fuel 
generation rates throughout tae term of tae ESP,1^ aUowing aU 
standard service offer customers to have rate certainty 
throughout tae term of tae ESP taat would not have occurred 
absent the RSR. As a SSO is tae defaiUt service plan for AEP­
Ohio customeis who choose not to shop, tae RSR meets tae 
second inquiry of tae statate as it provides a charge rdated to 
defaiUt service. WhUe several parties analyze otaer sections tae 
RSR charge may or may not be classified in, taese issues do not 
need to be addressed as tae RSR clearly is a charge rdated to 
defaiUt service. 

18 See OCC/APJN APR pg. 36-38 
1^ Opinion and Order at 31 
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FinaUy, as we discussed in extensive detail in our Opinion and 
Order, tae RSR promotes stable retaU elecfric service prices by 
stabilizing base generation costs at taefr current rates, ensuring 
customers have certain and fixed rates going forward.^^ 
Therefore, tae RSR, as a charge for default service to ensure 
customer stabiHty and certainty, is consistent wita Section 
4928.143(B)(2)(d), Revised Code. 

In addition, we find lEU's argument taat tae Commission 
faUed to provide any analysis in support of tae RSR to be 
erroneous.21 The Commission devoted four pages of its 
Opinion and Order to examining tae RSR in determining its 
compliance with tae statate. In fact, lEU actaaily 
acknowledges taat tae Opinion and Order made multiple 
justifications for fee RSR,22 and devoted six pages of its 
appUcation for rehearing to tae Commission's justification of 
the RSR. The RSR is consistent wita tae text contained within 
Section 4928.143(B)(2)(d), Revised Code, and its rationale was 
justified bota in this entry on rehearing and in tae 
Commission's Opinion and Order.23 Accordingly, all otaer 
assignments of error pertaining to statutory autaority for tae 
creation of tae RSR are denied. 

(18) Several parties contend taat tae inclusion of tae Capadty Case 
deferral in tae RSR is impermissible by statate. OCC/APJN, 
OMAEG/OHA, and OEG beUeve tihat tae deferral contained 
within the RSR is not lawful under Section 4928.144, Revised 
Code, as it does not constitate a just and reasonable phase-in. 
Furtaer, OMAEG/OHA state that a deferral is not autaorized 
as a wholesale charge under tae Commission's regulatory 
ratemaking autaority pursuant to Section 4909.15, Revised 
Code, as tae Commission did not comply wita ratemaking 
reqtdrements prior to approval of tae capacity charge. 

In its memorandiim confra, AEP-Ohio responds taat tae 
Commission properly invoked Section 4928.144, Revised Code, 
in nnplementing a phase-in recovery. AEP-Ohio points out 
taat because tae RSR is justified under Section 4928.143, 

20 W. at 31-32 

21 IEUAFRat38. 

22 M a t 4 1 

23 See Opinion and Order at 31-34, 
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Revised Code, tae deferral recovery mechanism established 
within tae RSR is dearly permissible pursuant to Section 
4928.144, Revised Code. 

The Commission affirms its decision that tae RSR deferral is 
justified. In the Capacity Case, tae Commission autaorized 
that pursuant to Section 4909.15, Revised Code, AEP-Ohio 
shaU modify its accounting procedures to defer tae difference 
between tae state compensation mechanism (SCM) and market 
prices for capacity, which, as we reiterated in tae Capacity 
Entry on Rehearing is reasonable and lawful. Further, Section 
4928.143(B)(2)(d), Revised Code, allows for tae establishment of 
terms, conditions, or charges rdating to limitations on 
customer shopping for retail generation service, as weU as 
accounting or deferrals, so long as taey would have the effect 
of stabUizing or providing certainty regarding retaU dectric 
service. Therefore, tae indusion of tae deferral, which is 
justified by Section 4909.15, Revised Code, withm tae RSR is 
permissible by Section 4928.143, Revised Code, as it has fee 
effect of providing certainty for retaU dectric service by 
aUowing CRES suppHers to purchase capacity at market prices 
while aUowing AEP-Ohio to continue to offer reasonably 
priced dectric service to customers who choose not to shop. 

(19) SimUarly, in taefr assignmenis of error, OEG and Ohio Schools 
argue that the Coinmission does not have autaority to allow 
AEP-Ohio to recover wholesale costs assodated wita fee SCM 
from retaU customers through tae RSR, thus requiring taat tae 
$l/MWh of the RSR taat is earmarked towards tae diBference 
in capadty costs should be eliminated. Likewise, 
OMAEG/OHA opine taat because wholesale capacity costs are 
being recovered from retaU customers, taere is a confUrt 
between tae Opinion and Order and the Capadty Case order. 

AEP-Ohio responds taat given its unique FRR status, tae 
wholesale provision of capadty service is necessary for 
customers to be able to shop throughout tae term of tae ESP. 
AEP-Ohio explains taat tae Unpact of wholesale revenues on 
retaU services offered by CRES suppHers is rdevant under tae 
ESP statute because it ensures not only that customers have the 
option to shop, but also it establishes reasonable SSO rates for 
taose who choose not to shop. AEP-Ohio opines that 
regardless of how tae capadty costs are classified, aU CRES 
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suppliers ultimately rely on AEP-Ohio's capacity resources, 
taereby dfrectiy affecting fee retaU competitive market. 

FES also disagrees with tae characterization of tae RSR as a 
wholesale rate. FES beUeves that the deferral is a charge that 
provides revenue in support of aU of AEP-Ohio's services, 
induding distribution, transmission, and competitive 
generation Therefore, FES states that because the dderral is 
made avaUable to AEP-Ohio for aU of AEP-Ohio's services, it is 
properly aUocated to all of AEP-Ohio's customers. FES 
explains that as a result of AEP-Ohio's election to become a 
FRR entity, AEP-Ohio must bear tae competitive obHgation to 
provide the capacity to its entire load. 

The Commission finds OEG and OMAEG/OHA's assignments 
of error to be v/ithout merit Under Section 4928.143(B)(2)(d), 
Revised Code, tae Commission is autaorized to establish 
charges that would have tae effert of stabUizing retaU decfric 
service. In its application for rehearing, OEG fails to cite to any 
provision taat predudes tae Commission from recovering 
wholesale costs through a retaU charge. To tae confrary, tae 
Commission has expHdt statutory autaority to include taese 
costs in tae RSR because, altaough taey are wholesale, taey 
were estabUshed to aUow CRES providers access to capacity at 
market prices in order to aUow retaU electric service providers 
tae abiUty to provide coinpetitive offers to AEP-Ohio 
customers. The fact that taese costs not only open tae door to a 
robust competitive retaU dectric market, but also stabilize retail 
electric service by lowering market prices and aUowing AEP­
Ohio to maintain a reasonable SSO price is clearly permissible 
under Section 4928.143(B)(2)(d), Revised Code. Accordingly, 
OEG and OMAEG/OHA's assignments of error should be 
rejected, as taey narrow tae plain meaning of tae statate. 

(20) In its appHcation for rehearing, OCC/APJN opine taat tae RSR 
unreasonably violates cost causation prindples. SpedficaUy, 
OCC/APJN assert taat retaU customers are subsidizing CRES 
providers and non-shopping customers are being charged for a 
service taey are not receiving. OCC/APJN note taat Section 
4928.02(H), Revised Code, prohibits anticompetitive subsidies 
from noncompetitive retaU electric service to competitive retaU 
electric service. 
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FES responds that CRES providers are not tae cost causers, but 
rataer, AEP-Ohio is as a result of its FRR status. FES explains 
taat AEP-Ohio bears tae obUgation to provide capadty to its 
entire load, and fhat capadty costs would be incurred 
regardless of whether taere were any CRES providers. 

AEP-Ohio rejects OCC/APJN's argument taat tae RSR creates 
a cross-subsidy, as fee Commission expUdtiy found in its 
Opinion and Order that aU customers benefit from RPM 
pricing and tae otaer features tae RSR contains. By its very 
nature, AEP-Ohio asserts, tae RSR cannot cause a cross-subsidy 
because aU customers ultimately benefit from fee RSR AEP­
Ohio also provides that tae RSR does not violate Section 
4928.02(H), Revised Code, because it is not a distribution or 
transmission rate recovering generation-related costs, and 
points out taat aU Ohio EDUs have generation-related ^ O 
charges. 

The Commission finds OCC/APJN's argument to be witaout 
merit The RSR is not discriminatory in any maimer, as it is 
permissible pursuant to Section 4928.143(B)(2)(d), Revised 
Code, and provides benefits to aU customers in AEP-Ohio's 
territory, regardless of whdher customers are shopping or non-
shopping customers. Furtaer, tae Commission previously 
rejerted such arguments within in iis Opinion and Order, and 
accordingly, we affirm our decision.24 

(21) Also in its appHcation for rehearing, OCC/APJN raise tae 
argument that fee RAA does not autaorize a state 
compensation mechanism in which non-shopping customers 
are responsible for compensating AJEP-Ohio for its FRR 
obUgations. This, OCC/APJN state, causes unduly preferential 
and discriminatory pricing because it forces non-shoppkig 
customers to pay twice, as taey afready have capacity charges 
buUt into taefr rates. 

AEP-Ohio disagrees wita OCC/APJN's contention, explaining 
taat tae stetate expHcitiy aUows for tae creation of stebUity 
charges pursuant to Section 4928.143(B)(2)(d), Revised Code, 
and tae fact that aU customers benefit from tae RSR makes 
OCC/APJN's assertion incorrert. FES notes that revenue 

24 Id. at 37. 
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included wife the deferral cannot be considered a double-
charge because it supports aU of AEP-Ohio's services, and taus 
is properly allocated to aU of AEP-Ohio's customers. 

The Commission finds taat OCC/APJN's arguments should be 
rejerted. Bota AEP-Ohio and FES agree taat tae RSR should be 
collected as a non-bypassable rider, and we agree. As set forta 
in our Opinion and Order, tae RSR benefits all of AEP-Ohio's 
customers, both shopping and non-shopping in taat it aUows 
for tae competitive market to continue to develop and expand 
whUe aUowing AEP-Ohio to maintain a competitive SSO offer 
for its non shopping customers.25 Accordingly, as we 
previously rejected OCC/APJN's arguments, we affirm our 
decision 

(22) lEU argues taat tae RSR is improper because it aUows for 
above-market pricing, which the Coinmission lacks statatory 
jurisdiction to establish. lEU contends taat tae RSR's improper 
coUection of above-market prices for capacity violates Section 
4928.02, Revised Code, which provides that state poHcy favors 
market-based pricing. 

AEP-Ohio states that tae Commission appropriately addressed 
tae SCM within tae Capadty Order, noting taat lEU's 
arguments for market pricing were properly ignored in the 
Commission's Opinion and Order, 

The Commission fUids lEU's arguments to be vdtaout merit In 
its Entry on Rehearing in the Capadty proceedings, the 
Commission rejerted these argiunents, explaining that one of 
tae key considerations was tae impact of AEP-Ohio's capadty 
charges on CRES providers and tae competitive retaU markets. 
Further, tae intent of tae Coinmission in adopting its capadty 
decision was to further develop fee competitive marketplace by 
fostering an envfronment taat promotes retaU competition, 
consistent wita Section 4928.02, Revised Code. Accordingly, as 
lEU's argument has afready been cUsmissed in the Capadty 
Case, we find it to be witaout merit 

(23) Ohio Schools, EEU, and FES aUege taat tae RSR wrongftUly 
aUows for AEP-Ohio to collect transition revenue by recovering 

25 Id. 
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stranded costs. Ohio Schools opine that fee approval of cost-
based capacity charges is irrelevant because tae Commission's 
decision in the Capacity Case was unlawfiU. Furtaer, Ohio 
Schools note taat the non-dderral aspects of tae RSR stiU 
amount to transition charges. lEU adds taat the Commission is 
improperly ignoring its statutory obUgation by aUowing AEP­
Ohio to coUect transition revenue, and evade tae Commission-
approved settiement in which AEP-Ohio was obligated to forgo 
tae coUection of any lost revenues. FES and Ohio Schools 
beUeve taat it is meaningless taat AEP-Ohio's status as an FRR 
entity occurred after tae ETP proceedings. 

AEP-Ohio beUeves taese arguments should be rejected, as tae 
Commission expHcitiy dismissed tae arguments in tae Opinion 
and Order, as well as in tae Capadty Case. 

The Commission previously rejected taese arguments fri its 
Opinion and Order, noting taat AEP-Ohio did not seek 
transition revenues, and taat costs associated wita tae RSR are 
permissible fri light of AEP-Ohio's status as an FRR entity.26 
We also rejected lEU's arguments again in tae Enfry on 
Rehearing in tae Capacity Case, fmding that AEP-Ohio's 
capacity costs do not faU within tae category of transition 
costs.27 As tae Commission previously dismissed taese 
arguments, we find taat all assignments of error aUeging that 
tae RSR aUows for tae coUection of transition revenue shoiUd 
be rejected. 

(24) fri taefr respective applications for rehearing, OCC/APJN, 
OMAEG/OHA and FES argue that even if tae RSR is justified, 
tae Commission erred by overestimating fee value of tae RSR 
to $508 mUlion. OCC/APJN and OEG beUeve taat the 
Commission improperly used assumed capacity revenues 
based on RPM prices, even taough AEP-Ohio is autaorized to 
coUect capacity revenues at the SCM price. OCC/APJN assert 
that tae Current consfruct forces customers to pay twice for 
capacity, and if the Commission calculated tae RSR based on 
tae $188.88/MW-day figure, it would determine fhat tae RSR is 
urmecessary. Also, OCC/APJN state that tae RSR should have 
taken Uito account additional revenue AEP-Ohio wiU receive 

26 Id. i t 31. 
27 Capacity Case EOR at 56-57 
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for capacity assodated wife the energy auctions that wUl occur 
during tae term of the ESP. OCC/APJN aUege that coUecting 
tae capadty rate from SSO customers in tae energy-only 
auctions wiU create capacity revenues that should be offset 
from tae $508 mUUon. In addition, OCC/APJN argue fhat tae 
Commission appHed too low of a credit for the shopped load 
witaout providing any rationale in support of its adoption. 
Ormet argues the proper credit for shopped load was 
$6.45/MWh, making tae RSR overstated by approximately 
$121 million. 

fri response, AEP-Ohio pomts out taat it wUl not book, as 
revenue, fee entire $188.88/MW-day capadty cost Rataer, as 
established in tae Capadty Case, AEP-Ohio explains taat tae 
regulatory asset dderral is tied to incurred costs taat are not 
booked as revenues throu^out the term of tae deferral. AEP­
Ohio provides that any revenue coUected from CRES providers 
is limited only to RPM prices and tae inclusion of fee dderral 
does not alter tae revenue AEP-Ohio receives. Furtaer, AEP­
Ohio notes that tae Commission's modification of tae RSR from 
a ROE-based revenue decoupling mechanism to a revenue 
target approach furtaer warrants tae use of RPM prices when 
calciUatmg fee RSR in Hght of tae increased risk associated 
wita a fixed RSR AEP-Ohio also stetes that tae inclusion of 
capadty revenues assodated wita the January 2015 energy 
auction should no longer be appHcable, as tae Commission 
does not incorporate any reductions in nonfuel generation 
revenue associated with tae 2014/2015 ddivery year. FinaUy, 
AEP-Ohio notes taat the $3/MWh energy credit was 
reasonable and supported by tae record, and Ormet's request 
to make an adjustment is speculative and should be rejected. 
SpecificaUy, AEP-Ohio states taat Ormet ignores pool 
termination concepts and fee fact that energy sales margins 
attributed to fransferred plants would become unavcdlable after 
pool termination. 

The Commission finds taat tae appUcations for rehearing 
should be denied. Qaims taat tae RSR overcompensates AEP­
Ohio fail to consider fee actual construct of tae $188.88/MW-
day capadty price, as tae deferral established in the Capadty 
Case wiU not he booked as a revenue duruig tae deferral 
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period.28 The revenue AEP-Ohio wiU coUect for capadty is 
limited only to tae RPM price of capacity. Therefore, aU 
assertions that parties make about AEP-Ohio receiving 
suffident revenue from tae capadty deferral alone are incorrect 
and should be rejected. Furtaer, we note taat OCC/APJN 
again mischaracterize tae function of the RSR, because, as we 
have emphasized bota in tae Opinion and Order and again in 
this Entiy, tae RSR aUows for stability and certainty for AEP­
Ohio's non-shopping customer prices, whUe tae deferral relates 
to capacity, taereby making it inappropriate to claim customers 
are being forced to pay twice for capacity. 

FinaUy, we find taat OCC/APJN and Ormet's applications for 
rehearing regarding tae $3/MWh energy credit should be 
denied. In approving tae RSR, we determined that off-system 
sales for AEP-Ohio wUl be lower than antidpated based on our 
estimation that AEP-Ohio's shopping stetistics were 
overestimated. In Hght of tae Hkdihood taat AEP-Ohio wiU not 
see significant off-system sales as OCC/APJN and Ormet 
aUege, we found it w âs unreasonable to raise tae energy credit. 
Furtaer, we find AEP-Ohio presented tae most credible 
testimony about tae energy credit, as it took into consideration 
tae impacts pool termination would have on energy sales 
margins.29 On brief, Ormet introduces extra-record evidence 
taat not only should be rejected, but also even if considered 
faUs to rebut the reasonableness of AEP-Ohio's testimony. 
Therdore, we affirm our determination that tae energy credit 
calculation of $3/MWh is reasonable. 

(25) Also in its appUcation for rehearing, OEG argues that, in tae 
alternative, U fee Commission does not use tae $188.88/MW-
day capadty price in the RSR calculation, taen tae Commission 
should include tae amount of tae capadty deferral for the 
purposes of enforcing tae 12 percent earnings cap. OEG points 
out taat this appears to be consistent with what tae 
Commission intended in its Opinion and Order, and is 
consistent wita Commission precedent OEG also suggests taat 
tae Commission clarify taat fee earnings cap was an ESP 
provision adopted pursuant to Section 4928.143(B)(2)(d), 
Revised Code. 

28 In re AEP-Ohio, Case No. 10-2929-EL-UNC (Opinion and Order) July 2,2012. 
29 See AEP-Ohdo Ex. 116 at 13, Ex. WAA-6. 
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AEP-Ohio responds by stating that it is not opposed to 
including fee deferral earnings as deferred capadty revenue 
when enforcing the 12 percent earnings cap, as it is consistent 
with the Commission's prior decision regarding AEP-Ohio's 
fiiel deferrals tmder AEP-Ohio's ESP I.̂ o 

The Commission finds taat OEG's appHcation for rehearing 
correctiy indicated taat it was tae Commission's intent in its 
Opinion and Order to include tae deferred capadty revenue in 
AEP-Ohio's 12 percent earnings cap. We believe the inclusion 
of tae dderred capacity revenue is important to ensure AEP­
Ohio does not reap a disproportionate benefit as a result of the 
modified ESP.^i Therdore, the Coinmission clarifies taat, in 
tae 12 percent SEET threshold established within the Opinion 
and Order, tae complete regulatory accounting of tae threshold 
should include tiie entfre $188.88/MW-day capacity price as 
current earnings, not just tae RPM component, as weU as the 
$3.50 and $4.00 per MWh RSR. The $1.00/MWh of tae RSR 
diarge that is to be devoted towards tae capacity deferral shaU 
be off-set wita an amortization expense of $1.00/MWh. 
However, we reject OEG's request to include fhe 12 percent 
threshold as a condition to tae RSR, as tae Commission can and 
wUl adequately analyze AEP-Ohio's earnings consistent wita 
Section 4928.143(F), Revised Code, without creating an 
urmecessary regulatory burden, as reiterated in our SEET 
analysis below. Accordingly, OEG's appHcation for rehearing 
should be granted in part and denied in part. 

(26) In its appHcation for rehearing, OCC/APJN assert fhat tae 
Commission should not have found that AEP-Ohio may fUe'an 
application to adjust fee RSR in tae event taat there is a 
significant reduction hi its non-shopping load. OCC/APJN 
argue that this unreasonably transfers tae risks assodated wita 
economic downturns from AEP-Ohio and onto customers. 

The Commission finds OCC/APJN's appHcation for rehearing 
should be denied. The Commission has tae discretion to take 
appropriate action, U necessary, in tae event there are 
significant changes in tae non-shopping load for reasons 
beyond AEP-Ohio's confrol. Furtaer, we note that in tae event 

^ In re AEP-Ohio, Case No. 10-1261-EL-UNC, {Opinion and Order) January 11,2011. 

21 Opinion and Order at 37. 
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taere are significant changes in tae non-shopping load, any 
adjustments to tae RSR are stUl subjert to an appUcation 
process where parties wiU be able to appropriately advocate for 
or against any adjustments. 

(27) In addition, OCC/APJN argue taat the Commission violated 
Section 4903.09, Revised Code, by faiUng to aUocate the RSR by 
tae percentage of customers shopping in each class. 
OCC/APJN believe taat cost causation principles dictate that 
tae RSR should be aUocated among tae different customer 
dasses based on taefr share of total switched load: To tae 
contrary, Kroger asserts taat tae Commission's Opinion and 
Order unreasonably requires demand-bHled customers to pay 
for RSR costs tiirough an energy charge, despite tae fart taat 
tae costs are capadty based but aUocated on tae basis of 
demand. Kroger requests that tae Commission eliminate tae 
RSR's improper energy charge to demand-bUled customers on 
rehearing. 

In its memorandum confra, AEP-Ohio states taat OCC/APJN 
are misguided in taefr approach, as shopping customers are not 
tae only cost-causers of fee RSR, because aU customers have the 
right to shop at any time, ff the Commission were to accept 
rehearing on this area, AEP-Ohio argues taat tae cost of tae 
RSR would be dramaticaUy shifted from residential customers 
to industrial and commercial customers. AEP-Ohio also states 
taat Kroger's proposal would unduly burden smaller load 
factor customers in commercial and indusfrial classes. AEP­
Ohio rdterates taat tae RSR benefits for aU customer classes. 

The Commission rejects arguments raised by OCC/APJN and 
Kroger. As AEP-Ohio correctly points out, and as we 
emphasized Hi our Opinion and Order, aU customers, 
residential, commerdjil, and industrial, and bota shopping and 
non-shopping benefit from tae RSR, as it encourages 
competitive offers from CRES providers whUe maintaining an 
ataactive SSO price in tae event market prices rise. Were tae 
Commission to adopt suggestions by eifeer party, feese 
benefits would be diminished, as industrial and commerdal 
customers would be harmed by a reaUocation of tae RSR if we 
took up OCC/APJN's application, and smaUer commerdal and 
industrial customers would face an undue burden of tae RSR 
were we to adopt Kroger's recommendation. We beUeve tae 
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Opinion and Order sfruck fee appropriate balance through 
recovery per kWh by customer class, as it spreads costs 
assodated wita tae RSR charge among aU customers, as ail 
customer ultimately benefit from its design. 

(28) Furthermore, lEU, FES, and OCC/APJN contend that fee fact 
taat fee RSR revenues wUl continue to be coUected after 
corporate separation and flow to AEP-Ohio's generation 
affUiate violates Section 4928.02(H), Revised Code. OCC/APJN 
opine that when tae RSR is remitted to AEP-Ohio's affiUate, 
AEP-Ohio wUl be acting to subsidize its unregiUated 
generation affiliate. lEU states that fee Opinion and Order wiU 
provide an unfafr competitive advantage to AEP-Ohio's 
generation affUiate, evading corporate separation requfrements. 

AEP-Ohio responds feat as it is fee captive seUer of capadty to 
support its load consistent wife its FRR obUgations, it must 
continue to fulfiU its FRR obligations even after corporate 
separation is completed. Due of tae nature of its FRR status, 
AEP-Ohio points out that it must pass through generation 
related revenues to its subsidiary in order to provide capacity 
and energy for its SSO load. WhUe AEP-Ohio acknowledges 
that it wiU be legally separated from its affUiate, tae fart that it 
remains obligated to provide SSO service for the term of tae 
ESP and tae SSO agreement between AEP-Ohio and its affUiate 
is subjert to FERC approval shows tae cross-subsidy 
aUegations are improper. 

The Commission rejects tae arguments raised by lEU, FES, and 
OCC/APJN, and finds taefr applications for rehearing should 
be denied. As previously addressed in fee Commission's 
Opinion and Order, AEP-Ohio, as an FRR entity, must continue 
to fulfill its obUgations by providing adequate capacity to its 
entfre load. Therefore, in order for AEP-Ohio, and tae newly 
created generation affiUate to continue to provide capadty 
consistent wita its FRR obUgations, we maintain our position 
that AEP-Ohio is entitied to its actaal cost of capadty, which 
wiU in part, be coUerted through tae RSR in order for AEP­
Ohio to begin paying off its capacity deferral. As we 
previously estabUshed, parties cannot claim that AEP-Ohio's 
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generation affiUate is receiving an improper subsidy when in 
fact it is only receiving its actual cost of service.32 

(29) In addition, Ormet and Ohio Schools renew taefr request for 
exemptions from tae RSR Ui taefr applications for rehearing. 

In its memorandum confra, AEP-Ohio asserts that Ormet and 
Ohio Schools second-guess tae Commission's discretion and 
expertise, noting that the Commission afready dismissed such 
requests in its Opinion and Order. 

Again, fee Commission rejects arguments raised by Ormet and 
Ohio Schools, as bofe have previously been rejerted wife ample 
justification in tae Opinion and Order.^ 

(30) In its appHcation for rehearing AEP-Ohio opines that it was 
ixnreasonable for the Commission to use nine j>ercent as a 
starting point in determining tae RSR revenue target. AEP­
Ohio argues that nine percent ROE is unreasonably low, as 
evidenced by tae recentiy approved ROEs of 10 and 10.3 
percent, respectively, in AEP-Ohio's disfribution rate case. 
AEP-Ohio also points to fee recent Capacity Case decision in 
which fee Commission found it appropriate to establish a ROE 
of 11.15 percent AEP-Ohio states taat tae witaess testimony 
tae Commission reUed upon in reaching its conclusion did not 
reflect any consideration of AEP-Ohio's actaal cost of equity. 

In its memorandum contra, lEU explains taat AEP-Ohio has 
faUed to present anything new and its request should therefore 
be rejected. FES argues that AEP-Ohio's request is 
meaningless, as Ohio law requfres AEP-Ohio's generation 
service to be independent within fee competitive marketplace. 
OCC/APJN state taat tae use of a nine percent ROE is not 
unreasonable, and AEP-Ohio cannot rely on tae Capadty Case 
as precedent because it previously asserted that tae state 
compensation mechanism does not apply to SSO service or tae 
capacity auctions. OCC/APJN also argue that AEP-Ohio's 
reliance on stipulated cases is improper. 

The Commission finds taat AEP-Ohio has faUed to present any 
additional arguments for tae Commission to consider. lEU 

32 Mateo 
33 Mat37 . 
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correctiy points out that AEP-Ohio previously made feese 
arguments bofe in fee lecord and on brief, fri its Opinion and 
Order, the Commission determined that there was compelling 
evidence in regards to an appropriate ROE, and fee 
Coinmission adopted its target of nine percent based on such 
testimony .34 Accordingly, as we provided sufficient 
justification for our establishment of a nine percent ROE to 
establish AEP-Ohio's revenue target, we find AEP-Ohio's 
arguments to be wifeout merit and its appUcation for 
rehearing shoiUd be denied. 

(31) In its assignment of error, AEP-Ohio requests that fee 
Commission clarUy that aU future recovery of tae deferral 
refers only to the post-KP deferral balance process. AEP-Ohio 
also seeks a clarification that tae remaining dderral balance 
feat is not coUerted through fee RSR during the term of fee ESP 
wiU be coUected over fee three years foUowing the ESP term. 

OMAEG/OHA responds that at a minimum, fee Commission 
shoxUd continue to make tae determinations on cost recovery 
when more information on tae delta is avaUable. OCC/APJN 
also notes that any clarification is unnecessary because tae 
Commission unreasonably found that deferrals could be 
coUected from bota shopping and non-shopping customers. 

As the Commission emphasized in its Opiruon and Order, tae 
remainder of the defenral wiU be reviewed by tae Commission 
throughout tae term of this ESP, and no determinations on any 
future recovery wiU be made until AEP-Ohio provides its 
actaal shopping statistics.35 Accordingly, as the Coinmission 
wUl continue to monitor tae deferral process, and as set forta in 
tae Opinion and Order, we w 0 review tae remaining balance 
of tiie deferral at fee conclusion of fee modUied ESP, we find 
taat AEP-Ohio's application for rehearing has no merit and 
should be denied. 

(32) In addition, AEP-Ohio requests feat fee Commission establish 
a remedy in fee event fee Ohio Supreme Court overturns tae 
RSR. Specifically, AEP-Ohio argues that it woiUd be subjert to 
increased risk witaout such a backstop, and proposes a 

3^ Ma t33 . 
35 Z,i. at 36. 
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provision that CRES providers would automatically be 
responsible for fee entfre $188.88/MW-day capacity charge U 
eifeer fee capacity deferral or deferral recovery aspect of fee 
RSR is reversed or vacated on appeal. 

Ohio Schools, DER/DECAM, and OMAEG/OHA argue tiiat 
AEP-Ohio's request is an unlawful request for rehearing of fee 
Capacity Case, as fee level of capadty charges was not 
determined in this proceeding on fee modified ESP. 
OMAEG/OHA and Ohio Schools also point out tiiat fee 
creation of a backstop would cause instebUity and uncertainty, 
as CRES providers paying tae delta between RPM and tae cost-
based rate may pass costs on to customers. lEU asserts taat tae 
mechanism, if approved, would result in an imlaw^ful 
retroactive rate increase. 

The Commission agrees wife Ohio Schools, DER/DECAM, 
OMAEG/OHA, and lEU, and finds taat AEP-Ohio's request 
for a backstop in tae event tae Commission's deferral 
mechanism is overturned to be an inappropriate request for 
rehearing that should have been raised in tae Capacity Case. 
Therefore, AEP-Ohio's appHcation for rehearing should be 
denied. 

W. FUEL ADTUSTMENT CLAUSE 

(33) AEP-Ohio asserts that tae Commission's faUure to esteblish a 
final recondUation and true-up for tae fuel adjustment clause 
(FAC) was unreasonable. AEP-Ohio notes taat tae Opinion 
and Order specificaUy dfrected recondUation and true-up for 
tae enhanced service reUabiUty rider (ESRR), and otaer riders 
fhat wiU expfre prior to or in conjunction wife tae end of the 
ESP term. Regarding tae FAC, AEP-Ohio contends tae 
Commission faUed to account for recondUation and frue-up 
when tae AEP-Ohio's SSO load is served through fee auction 
process. AEP-Ohio reasons that fee Commission is clearly 
vested wita fee aufeority to dfrect recondUation of the rider 
and has done so in otaer proceedings.36 

FES contends that fee Opinion and Order unreasonably 
maintains separate FAC rates for Ohio Power Company (OP) 

36 Case No. 11-3549-EL-SSO, Duke Energy Ohio Inc., Opinion and Order at 32 (November 22,2011). 
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and Columbus Southern Power Company (CSP) rate zones. 
FES argues that AEP-Ohio has merged and taere is no basis to 
continue separate FAC rates. Based on tae testimony of FES 
witaess Lesser and AEP-Ohio witaess Roush, FES states that 
OP customers will pay artificially reduced fuel costs, 
discouraging competition, and beginning in 2013, OP 
customers wUl be subject to drastic increases, as compared to 
CSP customers.37 Wife individual FAC rates, FES reasons feat 
CSP customers are discriminated against in comparison to OP 
customers for fee same service in violation of Sections 4905.33 
and 4905.35, Revised Code. As such, FES states feat fee 
Opinion and Order is unreasonable in its anti-competitive and 
discriminatory rate design witaout providing any rational 
basis. 

lEU offers that nothing in the record of supports FES' daim 
that separate FAC rates for each rate zone causes artifidaUy 
reduced fud costs for fee OP rate zone. lEU notes that at tae 
briefing phase of feese proceeding no party opposed 
maintaining separate FAC rates for each rate zone. 

OCC/APJN also argue feat tae decision to maintain separate 
FAC rates for each rate zone is arbifrary and inconsistent, 
particularly as to tae projected time of consolidation for 
customers in each rate zone, whUe approving immediate 
consoUdation for tae trEmsmission cost recovery rider (TCRR). 
Further, OCC/APJN beUeves taat tae Commission's faUure to 
consoHdate tae FAC rates w ĥUe immediately consoHdating tae 
TCRR rates, negatively impacts OP customers. OCC/APJN 
submits that tae Opinion and Order does not explain why 
consistency is necessary between tae FAC and PIRR but not 
wita tae TCRR. OCC/APJN note taat delaying fee merger of 
fee FAC rates causes OP customers to incur a $0.02/Mwh 
increase in rates. OCC/APJN state taat fee Commission faUed 
to offer any explanation for tae inconsistent freatment in fee 
merger of tae various rates and continuing separate FAC and 
PIRR rates, as required by Section 4903.09, Revised Code. 

First, we grant rehearing on two issues raised in regard to tae 
FAC. Ffrst, we grant OCC/AF]N's request for rehearing only 
to clarify taat tae Commission did not intend to estabUsh June 

37 FES Ex. 102A at 4S46; FES Ex. 102B; Tr. at 1075-1077,1082-1084. 
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2013, as the date by which fee FAC rates of each service zone 
would be merged. The Commission will continue to monitor 
tae deferred fuel balance of each rate zone to determine U, and 
when, tae FAC rates should be consoHdated. Second, we grant 

, AEP-Ohio's request for rehearing to facUitate a final 
reconcUiation and true-up of tae FAC upon termination of tae 
FAC rates. We deny fee ofeer requests for rehearing in regards 
to the FAC. 

It is necessary to maintain separate FAC rates imtU fee deferred 
fuel expense incurred by OP rate zone customers has been 
significantiy reduced. Consistent vdfe fee Commission's 
decision in AEP-Ohio's prior ESP, fee deferred fuel expenses 
incurred by each rate zone wiU be coUected through December 
31, 2018. We note that a significant portion of fee deferred fuel 
expense incurred by CSP rate zone customers, over $42 miUion, 
was offset by significcmtiy excessive earnings paid by CSP rate 
zone customers.38 Furfeer, as noted in fee Opiruon and Order, 
in addition to delaying fee consoUdation of fee FAC rates to be 
consistent wita fee recovery of tae PIRR, tae Commission 
noted pending Cornmission proceedings wiU Ukely affect tae 
FAC rate for each rate zone,39 Furtaermore, tae Commission 
notes feat fee pending 2010*^ and 2011 SEET proceedings for 
CSP and OP could affect fee PIRR for eitaer rate zone. Because 
of fee remaining balance of deferred fuel expense was incurred 
primarily by OP customers, as noted in tae Opinion and Order, 
tae Commission reasoned that maintaining distinct and 
separate FAC rates for each rate zone woiUd fadUtete 
fransparency and review of any ordered adjustments in tae 
jjending FAC proceedings as well as any PIRR adjustments.*! 

The deferred fuel charges were incurred prior to tae merger of 
CSP and OP and form fee basis for fee PIRR rates appUcable to 
CSP and OP rate zone customers, ff FES bdieves that tae 
deferred fuel charges incurred by CSP or OP were 
discriminatory or imposed an undue or unreasonable 
prejudice, tae appropriate time to address tae claim would 

38 In re AEP-OUo, Case No. 10-1261-EL-UNC, Opinion and Order Uamiary 11,2011); Entry on Rehearing 
39 Opinion and Order at 17. 
40 In re AEP-Ohio, Case Nos. 11-4571-EL-UNC and 11^572-EL-UNC 

•̂ 1 In the Matter of Sie Fuel Adjustment Clauses far Columbus Southern Power Company and Ohio Pmoer Company, 
Case No. 09^72-EL-FAC, et aL, Opinion and Order Januaiy 23,2012). 
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have been in the FAC audit proceedings, fri this proceeding fee 
Commission has determined that it would be cin unreasonable 
disadvantage for former CSP customers to be requfred to incur 
fee significant outstanding deferred fuel expense incurred by 
former OP customers, particularly when possible adjustments 
to fee FAC and PIRR rates for each rate zone are pending. The 
TCRR is analyzed and reconcUed independent of fee FAC the 
PIRR for each rate zone, and is not affected by fee outcome of 
SEET or FAC proceedings. For feese reasons, the Coinmission 
finds it reasonable and eqiutable to continue separate FAC and 
PIRR rates for each rate zone altaough we merged ofeer 
components of fee CSP and OP rates where we determined fee 
consoHdated rate did not impose an unreasonable 
disadvantage or demand on customers in eifeer rate zone. On 
that basis, fee Opinion and Order complies wita Sections 
4905.33 and 4905.35, Revised Code. Accordingly, we affirm tae 
decision not to merge tae FAC and deny the request of FES and 
OCC/ APJN to reconsider this aspert of the Opinion and Order. 

V. BASE GENERATION RATES 

(34) In its assignment of error, OCC/APJN contend taat fee 
modified ESP's base generation plan does not benefit 
customers. OCC/APJN point to fee testimony indicating that 
auction prices have gone down and CRES providers have been 
providing lower priced electric service. In Hght of taese lower 
prices, OCC/APJN opine feat freezing base generation prices is 
not a benefit because tae market may be producing rates at 
lower prices. OCC/APJN aUege taat tae Commission faUed to 
ensure nondiscriminatory retaU rates are avaUable to 
customers, as tae base generation rates were not properly 
unbundled into energy and capadty components, creating fee 
risk of customers paying different prices for AEP-Ohio's 
capacity costs. 

In its memorandum confra, AEP-Ohio responds that fee 
Commission properly determined feat freezing base generation 
rates for non-shoppkig SSO customers is benefidal because it 
aUows for a stable and reasonably priced default generation 
service taat wiU be avaUable to aU customers. AEP-Ohio 
furtaer explains taat OCC/APJN do not present any evidence 
to support its assertion that tae base generation rate design 
makes it difficult for tae Commission to ensure fhat aU SSO 
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customers are receiving non-discriminatory generation service, 
and points out taat OCC/APJN wrongfuUy attempt to 
exfrapolate tae Commission's Capadty order. AEP-Ohio adds 
that any accusatioi^s of fee base generation rates being 
discriminatory are also improper because AEP-Ohio offers 
different services to its SSO customers taan it does to CRES 
providers. SpecUicaUy, AEP-Ohio explains that it only offers, 
capacity service to CRES providers, but it offers a bundled 
supply of generation service to its SSO customers, feereby 
eliminating any daim of AEP-Ohio providing discriminatory 
services. 

The Commission affirms its decision in fee Opinion and Order, 
as fee frozen base generation rates amount to a reasonably 
priced, stable alternative taat wiU remain avaUable for aU 
customers who choose not to shop. Further, OCC/APJN faUed 
to provide any foundation in fee evidentiary hearing and in its 
application for rehearing that fee base generation rates were 
not properly unbimdled. To fee confrary, AEP-Ohio's base 
generation rates were almost unanimously unopposed by aU 
parties who intervened in this proceeding, which included 
intervenors representing smaU business customers, commerdal 
customers, and industrial customers.*2 Furfeer, OCC/APJN 
faU to recognize that AEP-Ohio is not offering discriminatory 
rates between its non-shopping customers and feose customers 
who shop, as AEP-Ohio provides different services to the 
shopping and non-shopping customers. Therefore, 
OCC/APJN's arguments faU, as Section 4905.33, Revised Code, 
prohibits discriminatory pridng for like and contemporaneous 
service, which does not apply here. AEP-Ohio provides 
capadty service to CRES providers, and provides a bundled 
generation service to its SSO customers. 

VI. INTERRUPTIBLE POWER-DISCRETIONARY SCHEDULE CREDIT 

(35) OCC/APJN state feat fee Commission faUed to provide that 
tae interruptible power-discretionary schedule (IRP-D) credit 
costs should not be coUerted from residential customers, which 
was necessary fri order for tae Commission to be consistent 
wife fee intent of fee approved stipulation in Case No. 11-5568-
EL-POR. Specifically, OCC/APJN argue tiiat fee stipulation ui 

*2 See Opinion and Order at 15-16. 
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taat Case provides feat program costs for customers in a 
nonresidential customer class wiU not be coUerted from 
residential customers, and residential program costs will not be 
coUected from non-residential customers. 

In its memorandum confra, OEG argues that the credit adopted 
under fee IRP-D is a new credit established in this proceeding, 
and therefore shoiUd not be governed by fee EE/PDR 
stipulation OEG opines that fee Commission acted lawfully 
and reasonably in approving tae IRP-D credit 

The Commission finds OCC/APJN's arguments should be 
rejected. As OEG correctiy points out, fee IRP-D credit was 
established in fee modified ESP proceeding, feerefore, it is not 
proper for OCC/APJN to use a stipulation feat is only 
contemplated fee programs set forth in fee EE/PDR 
stipulation, 

VU. AUCTION PROCESS 

(36) In its assignment of error, OEG requests that fee Commission 
clarify that separate energy auctions be held for each AEP-Ohio 
rate zone. OEG explains that this would be consistent with the 
FAC and PIRR recovery mechanisms, and wifeout separate 
energy auctions, tae auction may restUt Hi unreasonably high 
energy charges for Ohio Power customers. OEG also suggests 
taat fee Commission clarify that it wiU not accept tae results 
from AEP-Ohio's energy auctions if they lead to rate increases 
for a particular rate zone, and points out taat tae Commission 
maintains fee discretion and flexibiUty to reject auction results. 

fri its memorandum confra, AEP-Ohio submits that it is not 
necessary to determine fee detaUs rdating to tae competitive 
bid procurement (CBP) process, as taese issues would be more 
appropriately addressed in tae stakeholder process established 
pursuant to tae Commission's Opinion and Order. In addition, 
AEP-Ohio opposes the proposal for fee Commission to reject 
any unfavorable auction results, as the General Assembly's 
plan for competitive markets is not based on short-term market 
results, but rafeer based on fuU development of fee competitive 
marketplace. FES notes in its memorandum contra that OEG 
presented no evidence in support of its arguments, and that its 
proposal would actuaUy limit supplier partidpation and hinder 
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competition FES explains that if tae Commission were to 
adopt the abiUty to nuUify auction results, it would discourage 
suppHers who invest significant time and resources into fee 
auction from participating in any future auctions. 

The Commission finds OEG's arguments on separate energy 
auctions should not be addressed at this tune, and are better 
left to tae auction stakeholder process feat was established in 
tae Commission's Opinion cmd Order.*3 We beUeve that the 
stakeholder process wUl aUow for a diverse group of 
stakeholders wife unique perspectives and expertise to 
establish an open, dfective, and fransparent auction process. 
However, we agree wife FES and AEP-Ohio, who, in a rare 
showing of unity, oppose OEG's request to reject auction 
results. The Coinmission wiU not interfere with fee 
competitive markets, and accordingly, we bdieve it is 
inappropriate to estabUsh a mechanism to reject auction results. 
Accordingly, OEG's appHcation for rehearing should be 
denied. 

(37) fri its application for rehearing, FES contends that 
Commission's Opinion and Order slows tae movement of 
competitive auctions by only autaorizing a 10 percent sUce of 
system of auction and an energy only auction for 60 percent of 
its load in June 2014. FES argues that this delay is unnecessary 
as AEP-Ohio cannot show any evidence of substantial harm by 
earUer auction dates, and taat AEP-Ohio is capable of holding 
an auction in June 2013. 

The Commission rejects FES's arguments, as they have been 
previously raised and dismissed.** Furtaer, tae Commission 
reiterates taat it is important for customers to be able to benefit 
from market-based prices whUe taey are low, as evidenced by 
our decision to expand AEP-Ohio's sUce-of-system auction, as 
weU as accelerating tae time frame for AEP-Ohio's energy 
auctions, but it is also important to take time to estabUsh em 
effective CBP process taat wUl maximize fee number of auction 
partidpants. 

43 M. at 39-40. 

^ H. at 38^0. 
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(38) Hi its appUcation for rehearing, AEP-Ohio requests a 
modification to provide feat, in light of fee acceleration of AEP­
Ohio's proposed CBP, base generation rates wiU be frozen 
throughout fee entire term of the ESP, including fee ffrst five 
months after the January 1, 2015, 100 percent energy auction. 
AEP Ohio explains that it would flow all energy auction 
procurement costs through the FAC. Furfeer, AEP-Ohio 
beUeves it would be unreasonable to adjust the SSO base 
generation rates for fee ffrst five months of 2015, as proposed in 
AEP-Ohio's appHcation,^ in light of fee substantial 
modifications made by fee Commission to accderate and 
expand fee scope of fee energy auctions. AEP-Ohio warns that 
absent a clarification on rehearing feere could be adverse 
finandal impacts of AEP-Ohio based on fee Opiruon and 
Order's auction modifications. 

In its memorandum confra, FES explains feat fee Commission's 
Opinion and Order does not aUow for AEP-Ohio to recover 
additional auction costs through fee FAC. FES notes that AEP­
Ohio's proposal would have fee effect of limiting customer 
opportunities to lower prices, noting feat if auction results 
were lower fean ffiO customer generation charges, customers 
would have to pay fee base generation difference on top of fee 
auction price, making fee effects of competition meaningless. 
OMAEG/OHA add feat costs associated wife fee auction are 
not appropriate for the FAC because it wiU disproportionately 
impart larger customers. 

We find that AEP-Ohio's request to continue to freeze base 
generation rates through fee auction process is inappropriate 
and should be rejected. The entire crux of fee Opinion and 
Order was fee value in providing customers with tae 
opportunity to take advantage of market-based prices and tae 
importance of establishing a competitive elecfric marketplace. 
AEP-Ohio's proposal is completely inconsistent wita tae 
Commission's mission and would preclude AEP-Ohio 
customers from realizing any potential savings taat may result 
from its expanded energy auctions. This is precisely tae reason 
why the Commission expanded and accelerated tae CBP in tae 

^ In its application, AEP Ohio proposed that the 2015 100 percent energy auction costs be blended with the 
cost of capacity and the clearing price from the energy auction, which would establish new SSO rates. 
See AEP-Ohio Ex. 101 at 19-21. 
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first place. Furfeer, we find AEP-Ohio's fear of adverse 
financial impacts is unfounded, as the RSR wUl in part ensure 
AEP-Ohio has sufficient funds to effidentiy maintain its 
operations. Therdore, we find AEP-Ohio's appHcation for 
rehearing should be denied. 

(39) AEP-Ohio opines feat the Opinion and Order should be 
darified to confirm feat the Capadty Order's state 
compensation mechanism does not apply to fee SSO energy 
auctions or non-shopping customers. DER/DECAM also 
request further clarification feat auctions conducted during fee 
term of fee ESP pertain to fuU service requfrements, wife any 
difference between market-based charges and fee cost-based 
state compensation mechanism to be included in the deferral 
that will be recovered from aU customers. 

The Commission finds that AEP-Ohio's appHcation for 
rehearing should be denied. In its modified ESP appUcation, 
AEP-Ohio originaUy offered to provide capacity for fee January 
1, 2015 energy auction at $255 per MW-day. Hi Hght of fee 
Commission's decision in fee Capadty Case, which determined 
$188.88 per MW-day would aUow AEP-Ohio to recover its 
embedded capadty costs wifeout overcharging customers, it 
would be unreasonable for us to permit AEP-Ohio to recover 
an amount higher than its cost of service. Furtaer, we disagree 
wita AEP-Ohio's assertion that the Commission should not rely 
on tae Capacity Caise in determining tae cost of capadty for 
non-shopping customers beginning January 1,2015, because, as 
previously stated, fee Commission was able to determine that 
AEP-Ohio's tiiat $188.88 per MW-day establishes a just and 
reasonable rate for capadty. Therefore, consistent wita our 
Opinion and Order,*^ tae use of $188.88 per MW-day aUows for 
AEP-Ohio to be adequately compensated and ensures 
ratepayers wiU not face excessive charges over AEP-Ohio's 
adual costs. In addition, we rejert DER/DECAM's request for 
clarification, as it is not necessary to address tae difference 
between market-based charges and AEP-Ohio's capacity offer 
for fee Umited purpose of fee January 1, 2015, energy only 
auction, since fee cost of capadty is AEP-Ohio's cost of service. 

^ See Opinion and Order at 57 
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(40) In addition, AEP-Ohio argues feat it was unreasonable for fee 
Commission to establish early auction requfrements and to 
update to its decfronic systems for CRES providers without 
creating a mechanism for recovery of aU prudentiy incurred 
costs associated with auctions and fee electronic system 
upgrades. 

OCC/APJN respond that AEP-Ohio faUed to request any 
recovery mechanism for feese costs within its original 
application in this proceeding, and feat any costs assodated 
wife conducting fee auction should have been accounted for 
within its application. Furfeer, OCC/APJN point out feat 
AEP-Ohio has not indicated feat fee modified auction process 
would increase its costs over tae original auction proposal. 
ShoiUd fee Coinmission grant AEP-Ohio's request OCC/APJN 
opine that aU costs should be paid by CRES providers, as the 
costs are caused by fee need to accommodate CRES providers. 

We agree with OCC/APJN, as AEP-Ohio faUed to present any 
persuasive evidence that it woiUd incur unreasonable and 
excessive costs in conducting its auction and upgrading its 
elecfronic data systems. AEP-Ohio's request is too vague and 
ambiguous to be addressed on rehearing, and we find that 
AEP-Ohio's request for an additional recovery mechanism for 
auction costs should be rejerted. 

(41) AEP-Ohio requests that fee Commission clarify that fee auction 
rate docket wiU only incorporate revenue-neutral solutions. In 
support of its request, AEP-Ohio notes feat tae Commission 
reserved the rate to implement a new base generation rate 
design on a revenue neutral basis for aU customer classes, and 
should taerefore attach tae same condition of revenue 
neufrality for auction rates. 

OCC/APJN argue that tae Commission should reject fee 
request for a clarification, as tae Commission cannot antidpate 
aU issues taat may arise regarding a disparate impact on 
customers, and encourages tae Commission to not box itseU 
into any comers by granting AEP-Ohio's request. 

The Commission rqects AEP-Ohio's request to incorporate 
revenue-neufral solutions within fee auction rate docket 
However, ki fee event it becomes apparent that feere may be 
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disparate rate impacts amongst customers, fee Commission 
reserves that right to initiate an investigation, as necessary, as 
set forth in fee Opinion and Order. 

(42) In addition, AEP-Ohio seeks clarification regarding costs 
associated wife the CBP process. AEP-Ohio beUeves feat 
because it is requfred update its CRES suppUer information as 
weU as fee fact that it wiU need to hfre an independent bid 
manager for its auction process, among ofeer costs, AEP-Ohio 
shoiUd be entitied to recover its costs incurred. 

In its memorandum contra, OMAEG/OHA oppose AEP-Ohio's 
request, arguing fee Commission should not authorize AEP-. 
Ohio to recover an unspecified amount of revenue wifeout an 
estimate as to whefeer any costs actaaUy exist OMAEG/OHA 
stete that it is not necessary for fee Commission to make a 
preemptive determination about speculative costs. 

As we previously determined wife AEP-Ohio's previous 
request for auction related costs associated wife decfronic 
system data and fee expanded auction process, fee 
Commission finds feat AEP-Ohio has not shown any estimates 
on what fee auction related costs would be, nor has it provided 
any evidence as to what fee costs may be. We agree wita 
OMAEG/OHA, and find it is premature for tae Commission to 
permit recovery on costs that are unknown and speculative in 
nature. 

VIII. CUSTOMER RATE CAP 

(43) OCC/APJN and OMAEG/OHA contend feat tae 
Commission's Opinion and Order regarding tae customer rate 
cap is unlawfuUy vague. OCC/APJN provide taat tae Opinion 
and Order should clarify what it intends fee rate cap to cover, 
and should estabUsh a process to address sitaations where a 
customer's biU is increase by greater than 12 percent. Furtaer, 
OCC/APJN request additional information on who wUl 
monitor fee percentege of increase, and who wUl notify 
customers that feey are over fee twelve percent cap. 

AEP-Ohio also suggests fee Commission clarify fee 12 p>ercent 
rate cap, and requests a 90 day implementation period for 
programming and testing its customer biUing system to 
account for fee 12 percent cap. AEP-Ohio notes if fee 
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Commission clarifies feat AEP-Ohio shaU have time to 
implement its new program, AEP-Ohio will stUl run 
calculations back to September 2012 and provide customer 
credits, U necessary. AEP-Ohio also seeks clarification that its 
calculation be based on fee customer's total bUlfrig under AEP­
Ohio's ^ O rate, as it does not have the rate that certain 
customers pay CRES providers, and cannot perform a total bill 
calculation on any other basis other than SSO rates. Further, 
AEP-Ohio seeks clarification that it be dfrectiy autaorized to 
create and collect deferrals pursuant to Section 4928.144, 
Revised Code, as well as aufeorization for carrying charges. 

The Commission finds that OCC/APJN, OMAEG/OHA, and 
AEP-Ohio's appUcations for rehearing should be granted in 
regards to fee customer rate cap in order to clarify fee record. 
As set forth Hi fee Opiruon and Order, fee customer rate impart 
cap appHes to items feat were esteblished and approved within 
fee modified ESP, and does not apply to any previously 
approved riders or tariffs that are subjert to change throughout 
fee term of fee ESP. Specifically, fee riders fee 12 percent cap 
intends to safeguard against include fee RSR, DIR, PTR and 
GRR. In adcfition, fee 12 percent rate cap shaU apply 
throughout fee entae term of the ESP. 

Furfeer, we find feat AEP-Ohio should be given 90 days to 
implement its customer biUing system to account for the 12 
percent rate increase cap. To clarify OCC/APJN's concerns, by 
allowing AEP-Ohio 90 days to implement its customer bUUng 
system, AEP-Ohio wiU be able to monitor customer rate 
increases and provide credits, also if necessary, going back to 
September 2012. Furfeer, upon AEP-Ohio's implementation of 
its updated customer biUing system, we dfrect AEP-Ohio to 
update its bUI format to include a customer notification alert U 
a customer's rates increase by. more fean 12 percent, and 
indicate that fee bUl amount has been decreased in accordance 
wife fee customer rate cap. 

FinaUy, as fee customer rate impart cap is a provision of tae 
ESP pursuant to Section 4928.143, Revised Code, we autaorize 
fee deferral of any expenses associated wife fee rate cap 
pursuant to Section 4928.144, Revised Code, indusive of 
carrying charges, so we can ensure customer rates are stable for 
consumers by not increasing more than 12 percent 
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IX. SEETTHRESHOLD 

(44) Hi its application for rehearing, AEP-Ohio argues feat fee 
Commission shoiUd eliminate fee 12 percent SEET threshold. 
AEP-Ohio explains that fee return on equity (ROE) values 
contained withfri fee record are forward-looking estimates of 
its cost of equity, and do not reflect fee ROE earned by 
companies wife comparable risks to AEP-Ohio. AEP-Ohio 
provides feat even if the values were from firms wife 
comparable risks, the SEET threshold must be significantiy in 
excess of the ROE earned. Furfeer, AEP-Ohio points to fee 
SEET threshold that tae Commission approved for Duke, 
where tae Conunission approved a stipulation establishing a 
SEET threshold of 15 percent.47 fe addition, AEP-Ohio 
contends that fee threshold does not provide any opportunity 
for fee Commission to consider issues such as capital 
requfrements of future committed investments, as weU as ofeer 
items contained within Section 4928.143(F), Revised Code. 

In its memorandum confra, OCC/APJN note feat fee 
Commission not only foUowed Section 4928.143(F), Revised 
Code, but also that fee SEET threshold is nothing more fean a 
rebuttable presumption feat any earnings above fee threshold 
would be significantiy excessive. lEU argues that AEP-Ohio 
unreasonably reUes upon settlements in ofeer proceedings to 
attempt to resolve contested issues contained within fee 
Commission's Opiruon and Order. 

The Commission finds AEP-Ohio's appHcation for rehearing 
should be denied Under Section 4928.143(F), Revised Code, 
fee Commission shaU annuaUy determine whefeer fee 
provisions contained within fee modified ESP resulted in AEP­
Ohio mafritainUig excessive earnings. The rule further dictates 
that fee review shaU consider whefeer fee earnings are 
significantiy in excess of fee return on equity of other 
comparable pubUdy traded companies wife similar business 
and financial risk. The record in fee modified ESP contains 
extensive testimony from three expert witaesses who testified 
in lengfe on what an appropriate ROE woiUd be for AEP-Ohio, 
and aU considered comparable companies wife sitnUar risk fri 

^ Inre Duke, Case No. 08-920-EL-SSO (Opinion emd Order) December 17, 2008 and Case No. 11-3549-EL-
SSO (Opinion and Order) November 22,2011. 
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reaching thefr conclusions.^^ In addition, tiiree other diverse 
parties also presented evidence in fee record that was 
consistent wife fee recommendations presented by the three 
expert witaesses, which when taken as a whole, demonstrates 
feat a 12 percent ROE woiUd be at fee high end of a reasonable 
range for AEP-Ohio's return on equity.49 Furfeer, we believe 
that fee SEET threshold of 12 percent is not only consistent 
with state policy provisions, including Section 4928.02(A), 
Revised Code, but also reflects an appropriate rate of return in 
light of fee modified ESFs provisions feat mininuze AEP­
Ohio's risk.50 

X. CRES PROVIDER ISSUES 

(45) In its application for rehearing, FES argues feat the 
Commission unreasonably autaorized AEP-Ohio to continue 
its anti-competitive barriers to shopping, including minimum 
stay requfrements and switching fees without justification. FES 
asserts that bofe are confrary to state poHcies contained within 
Section 4928.02, Revised Code. 

AEP-Ohio responds feat FES's assertions present no new 
arguments, and fee record fuUy supports fee findings by fee 
Commission. Further, AEP-Ohio explains that fee modified 
ESP actaaUy offered improvements to CRES providers, furfeer 
indicating feat rehearing is not warranted on this issue. 

The Commission finds FES's appHcation for rehearing relating 
to competitive barriers should be granted. Upon further 
consideration, we believe AEP-Ohio's switching rules, charges, 
and minimum stey provisions are inconsistent wita our state 
poUcy objectives contained withfri Section 4928.02, Revised 
Code, as weU as recent Commission precedent The 
Commission recognizes taat fee application eliminates tae 
current 90-day notice requfrement, tae 12-monta mfrdmum 
stay requfrement for large commercial and indusfrial 
customers, and AEP-Ohio's seasonal stay requfrement for 
residential and smaUer commerdal customers on January 1, 
2015, however, we find that taese provisions should be 

^ Opinion and Older at 33 
49 J i a t 3 7 . 
50 In re AppUcation of Columbus S. Power Co., Slip Opinion No. 2012-Ohio-5690, (Pfeifear, J., dissenting). 
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eliminated earlier. We believe it is important to ensure healtay 
retaU electric service competition exists in Ohio, and recognize 
tae importance of protecting retaU electric sales consumers 
right to choose taefr service providers wifeout any markrt 
barriers, consistent wife state policy provisions in Sections 
4928.02(H) and (I), Revised Code. We are confident feat feese 
objectives are best met by eUminating AEP-Ohio's notice and 
stay requfrements in a more expeditious manner, feerefore, we 
direct AEP-Ohio to submit within 60 days, for Staff approval, 
revised tariffs indicating the elimination of AEP-Ohio's 
minimum stay and notice provisions effective January 1, 2014, 
from the date of this entry. Furfeer, feese changes are 
consistent wife provisions in bofe Duke and FfrstEnergy's 
recent ESPs.^i 

Furfeer, we note that in Duke's most recent ESP, not only did 
the Commission approve a plan devoid of any minimum stey 
provisions, but also it granted a reduction in Duke's switching 
fee to $5.00.52 Accordmgly, we also find taat AEP-Ohio's 
switching fee should be reduced from $10.00 to $5.00, which 
CRES suppHers may pay for fee customer, as is consistent wife 
Commission precedent. ̂ 3 

(46) In its appHcation for rehearing, EEU argues fee Opinion and 
Order faUed to ensure that AEP-Ohio's generation capadty 
service charge wUl be biUed in accordance vdfe a customer's 
peak load contribution (PLC) fartor. lEU acknov/ledges that 
fee Opinion and Order dfrected AEP-Ohio develop an 
elecfronic data system that wiU aUow CRES providers access to 
PLC data by May 31, 2014, but stetes feat Opinion and Order 
wiU aUow fee PLC allocation process to be unknown for two 
years luitU feat deadline. EEU proposes that fee Commission 
adopt fee uncontested recommendation of its witaess to 
requfre immediate disclosure of AEP-Ohio's PLC factor. 

AEP-Ohio stetes tiiat lEU is merely trying to rehash arguments 
previously made. Furfeer, AEP-Ohio points out feat because 
the PLC value is something AEP-Ohio passes on to CRES 

5^ In re Duke Energy Ohio, Case No. 11-3549-EL-SSO, (November 22, 2011) Opinion and Order, In re 
FirstEnergy, Case No. 12-1230-EUSSO ffuly 18,2012) Opinion and Order. 

52 In re Duke Energy Ohio, Case No. 11-3549-EL-SSO, (November 22,2011) Opinion and Order at 39-40. 
53 Id. 
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providers, lEU's concerns about transparency in the PLC value 
aUocation process is something lEU should address wife any 
CRES provider from which it or its customers purchase energy. 

The Commission rejects lEU's arguments, as fee Opinion and 
Order afready directed AEP-Ohio to devdop an electronic 
system that wUl fridude PLC values, historical usage, and 
interval data.^* Although we did not adopt lEU's 
recommendation of an immediate system, our intent in setting 
a May 31,2014, deadline was to allow for members of tae Ohio 
Electronic Date Interchange Working Group to develop 
uniform standards for elecfronic date feat wUl be beneficial for 
aU CRES providers. While lEU may not be pleased wife the 
Commission's decision to devdop a uniform program to the 
benefit of CRES providers, and ultimatdy customers, as weU as 
to allow for due process in accordance wife our five-year rule 
review of Chapter 4901:1-10, O.A.C, by aUowiag interested 
stakeholders to explore fee possibUity of a POR program, we 
affirm our decision and find feat feese provisions are 
recisonable. 

XI. DISTRIBUTION UWESTMENT RIDER 

(47) AEP-Ohio asserts that fee Commission's faUure to esteblish a 
final recondUation and true-up for fee distribution investment 
rider (DIR), which wiU expire with at fee conclusion of fee ESP, 
was unreasonable. AEP-Ohio reasons feat it is unable to 
determine whefeer the DIR wHl have a zero balance upon 
expfration of fee rider such that final reconcUiation is necessary 
to address any over-recovery or under-recovery. AEP-Ohio 
adds that fee Commission is clearly vested wife fee aufeority 
to direct recondUation of fee DIR, as was done for fee ESRR 
and in ofeer proceedings. Accordingly, AEP-Ohio contends 
that it was unreasonable for fee Commission to not provide for 
recondUation and true-up for tae DIR. 

We grant AEP-Ohio's request for rehearing to facUitate a final 
recondUation and true-up of tae DER at tae end of fee ESP, 
Accordingly, within 90 days after fee expfration of this ESP, 
AEP-Ohio is dfrected to file fee necessary information for fee 

5* W.at41 
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Comrnission to conduct a final review and recondUation of the 
DIR. 

(48) AEP-Ohio asserts feat fee Opinion and Order unreasonably 
adjusted fee revenue requfrement for accumulated dderred 
income taxes (ADTT). AEP-Ohio claims feat fee ADTT offset is 
inconsistent with fee Commission approved stipulation fUed in 
the Company's latest distribution rate case, Case No. 11-351-
EL-AIR et al., (Distribution Rate Case) as fee revenue credit cHd 
not take into account an ADIT offset which, as calculated by 
AEP-Ohio, results in fee distribution rate case credit being 
overstated by $21,329 miUion AEP-Ohio notes tiiat the DIR 
was used to offset fee rate base increase in fee distribution rate 
case and included a credit for residential customers and a 
confribution to fee Partnership wife Ohio fund and the 
Neighbor-to-Neighbor program. AEP-Ohio argues that it is 
fundamentaUy unfafr to retain fee benefits of fee distribution 
rate case settiement and subsequentiy impose fee cost of ADIT 
offset through fee DIR in fee ESP when AEP-Ohio cannot take 
action to protect itseff from fee risk. On rehearing, AEP-Ohio 
asks taat fee Commission restore fee balance struck in fee 
distribution rate case settiement by elfrninatUig fee ADFT offset 
to the DrR.55 

OCC/APJN reminds fee Coinmission feat AEP-Ohio's 
disttibution fate case was resolved by Stipulation and fee 
Stipulation does not fridude any provision for AEP-Ohio to 
adjust fee revenue credit to customers contingent upon 
Commission approval of tae DIR. OCC/APJN notes that fee 
Distribution Rate Case StipiUation details tae DIR revenues and 
tae distribution of tae revenue credit and also specificaUy 
provides AEP-Ohio tae opportunity to witadraw from tae 
Stipulation U tae Commission materially modUies fee DIR in 
tiiis proceeding. FinaUy, OCC/APJN asserts tiiat AEP-Ohio 
was fee drafter of the Distribution Rate Case Stipulation and, 
pursuant to Ohio law, any ambiguities in tae document must 
be construed against tae drafting party. 

The Commission has considered tae appropriateness of 
incorporating tae effects of ADIT on fee calculation of a 
revenue requfrement and carrying cheirges in several 

55 AEP-Ohio Ex. 151 at 9-10, Tr. at 2239 
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proceedings. In regard to determination of the revenue 
requirement for the DIR, we emphasize, as we stated in the 
Opinion and Order: 

The Coinmission finds feat it is not appropriate to 
esteblish fee DIR rate mechanism in a manner 
which provides fee Company wife fee benefit of 
ratepayer supplied frnids. Any benefits resulting 
from ADTT shoiUd be reflected in fee DIR 
revenue requfrement. 

None of fee arguments made by AEP-Ohio convinces the 
Commission that its decision in this instance is unreasonable or 
mUawful. As such, we denj'- AEP-Ohio's request for rehearing 
of this issue. 

(49) Kroger contends feat fee Opiruon and Order notes, but does 
not dfrectiy address or incorporate, Efroger's argument not to 
combine fee DIR for fee CSP and OP rate zones wifeout 
offering any rationale. Kroger reiterates its claims that the DIR 
costs are unique and known for each rate zone and blending 
fee DIR rates wUl ultimately requfre one rate zone to subsidize 
the costs of service for fee ofeer. Kroger requests that fee 
Commission grant rehearing and reverse its decision on this 
issue. 

AEP-Ohio opposes Kroger's request to maintetn separate DIR 
rates and accounts for each rate zone. AEP-Ohio argues feat 
fee Commission specificaUy noted and explained why certain 
rider rates were being maintained separately. Given feat AEP­
Ohio's merger application was approved, AEP-Ohio stetes that 
it is unreasonable for fee Company to esteblish separate 
accounts for fee DIR. 

The Commission notes that fee DER is a new plan approved by 
fee Commission in fee ESP and fee disttibution investment 
plan wHl take into consideration fee service needs of fee AEP­
Ohio as a whole. Kroger's request to esteblish separate and 
distinct DIR accounts and rates would result in maintaining 
and essentiaUy continuing CSP and OP as separate entities. 
Kroger has not provided fee Commission wife suffident 
justification to continue fee distinction between fee rate zones 
or demonstrated any unreasonable disadvantage or burden to 



11-346-EL-SSO, etal. -47-

eifeer rate zone. The focus of fee DIR wUl be on replacing 
infrastructure, irrespective of rate zone, that wUl have fee 
greatest impact on improving reUabUity for customers. The 
Commission denies Kroger's request to reconsider adoption of 
the DIR on a rate zone basis. 

(50) OCC/APJN argue on rehearing feat fee Commission faUed to 
apply fee appropriate stetatory standard in Section 
4928.143(B)(2)(h), Revised Code. As OCC/APJN interpret fee 
statute, it requfres fee Commission to determine feat utility 
and customer expectations are aligned. 

AEP-Ohio retorts that OCC/APJN misinterpret that statute and 
ignore fee factual record in fee case to make tae position which 
w âs afready rejected by tae Commission. AEP-Ohio reasons 
that in thefr attempt to attack tae Opinion and Order, 
OCC/APJN parsed words and oversimplified tae purpose of 
fee statute. 

The Opinion and Order discusses AEP-Ohio's reliabUity 
expectations and customer expectations as weU as 
OCC/APJN's interpretation of tae requfrements of Section 
4928.143(B)(2)(h), Revised Code.56 OCC/APJN daUn that tae 
statutory requfrement is that customer and electric distribution 
utiUty expertations be aUgned at tae present time. We rejert 
taefr claim that tae Opinion and Order focused on a forward-
looking statatory standard and, taerdore, did not apply tae 
standard set forth in Section 4928.143(B)(2)(h), Revised Code. 
The Commission interprets Section 4928,143(B)(2)(h), Revised 
Code, to requfre fee Commission to examine fee utiHty's 
reliabiUty and determine that customer expectations and 
electric distribution utUity expectations are aUgned to approve 
an energy deUvery infrastructure modernization plan. The key 
for fee Commi^ion is not, as OCC/APJN assert, to find that 
customer and utiHty expectations were aUgned, are currentiy 
aUgned or wiU be aUgned in the future but to maintain, to some 
degree, fee reasonable alignment of customer and utiUty 
expectations continuously. As noted in fee Opinion and Order, 
and in OCC/APJN's brief, over 70 percent of customers do not 
beUeve feefr electric service reliabUity expectations wiU 
increase and approximately 20 percent of customers expert 

5^ Opinion and Order at 42-47. 
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their service reliabiUty expectations to increase. AEP-Ohio 
emphasized aging utUity infrastructure and fee Coinmission 
expects feat aging utility infrasfructure increases outages and 
restdts in the eroding of service reliabiUty. The Commission 
found it necessary to adopt fee DIR to maintain utility 
rdiabUity as weU as to maintain fee general aUgnment of 
customer and utUity service expectations. Thus, fee 
Commission rejects fee arguments of OCC/APJN and denies 
fee request for rehearing. 

(51) OCC/APJM also assert feat fee DIR component of the Opinion 
and Order violates the requfrements of Section 4903.09, Revised 
Code, because it did not address Staff's request for detaUs on 
the DIR plan. Hi addition, OCC/APJN contend fhat the 
Opinion and Order faUed to address details about the DIR plan 
as raised by Staff, induding quantity of assets, cost for each 
asset class, incremental costs and expected improvement in 
reliabUity. 

We disagree. The Opinion and Order specificaUy dfrected 
AEP-Ohio to work wife Staff to develop fee plan, to focus 
spending where it wiU have fee greatest impact and quantify 
reUabiUty improvements expected, to ensure no double 
recovery, and to include a demonstration of DIR expenditures 
over projerted expenditures and recent spending levels.57 
Therefore, we also deny this aspect of OCC/APJN's request for 
rehearing of fee Opinion and Order. FinaUy, fee Commission 
clarffies feat tae DIR quarterly updates shaU be due, as 
proposed by Staff witaess McCarter, on Jxme 30, September 30, 
December 30 and May 18, wita tae final filing due May 31, 
2015, and fee DIR quarterly rate shaU be effective, unless 
suspended by fee Commission, 60 days after fee DIR update is 
filed. 

(52) OCC/APJN contend that in feefr initial brief feey argued feat 
adoption of fee DIR would impad customer affordabiUty 
without fee benefit of a cost benefit analysis.58 Wife fee 
adoption of fee DIR, OCC/APJN reason feat fee Opinion and 
Order did not adcfress customer affordabUity in Ught of fee 
state policies set forfe in Section 4928.02, Revised Code, and. 

57 M. at47 

5« OCC/APJN Initial Brief at 96-114. 
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feerdore, fee Opinion and Order violates Section 4903.09, 
Revised Code. 

We rejed the attempt by OCC/APJN to focus exclusively on 
fee DIR as fee component of the ESP feat must support 
selective state poHcies. Ffrst, we note feat fee Ohio Supreme 
Court has ruled feat fee policies set forfe in Section 4928.02, 
Revised Code, do not impose strid requirements on any given 
program but simply expresses state poHcy and function as 
guiddfries for fee Commission to weigh in evaluating utUity 
proposals.59 Nonefeeless, we note that the ESP mitigates 
customer rate fricreaises in several respects. The provisions of 
which serve to mitigate customer rate increases include, but are 
not Umited to, stabUizing beise generation rates until fee auction 
process is implemented, June 1, 2015; requiring that a greater 
percentage of AEP-Ohio's standard service offer load be 
procured through auction sooner than proposed in fee 
appHcation; continuance of fee gridSMART project so feat 
more customers wUl benefit from the use of various 
technologies to aUow customers to better control feefr energy 
consumption and costs; and devdoping elecfronic system 
improvements to faciUtate more retaU competition m fee AEP­
Ohio service area. Thus, while fee adoption of the DIR 
supports fee state policy to ensure rdiable and effident retaU 
electric service to consumers in AEP-Ohio service territory, the 
above noted provisions of fee approved ESP serve not only to 
mitigate fee bUl impact for at-risk consumers but aU AEP-Ohio 
consumers. On feat basis, tae Opinion and Order supports fee 
state poHdes set forfe in Section 4928.02, Revised Code. Thus, 
we reject OCC/APJN's attempt to narrowly focus on fee DIR 
as fee component of fee ESP feat must support fee state 
poUdes and deny fee request for rehearing. 

Xn. PHASE-IN RECOVERY RIDER 

(53) EEU asserts that fee Opiruon and Order is unlawful and 
unreasonable as it aufeorized recovery of tae PIRR witaout 
taking into consideration lEU's arguments on tae effect of 
ADFT. EEU argues feat fee decision is inconsistent wife 
generaUy accepted accoxmting principles, regulatory principles. 

^ In re Application of Columbus Southern Power Co. et al., 128 OMo SL3d 512, at 525,2011-Ohio-1788 
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and violated lEU's due process by approving the PIRR wifeout 
an evidentiary hearing. 

AEP-Ohio offers feat EEU's claims ignore that fee deferred fuel 
expenses were estabUshed pursuant to fee Commission's 
aufeority tmder Section 4928.144, Revised Code, in fee 
Company's prior ESP Opinion and Order. The ESP 1 
proceeding afforded lEU, and ofeer parties due process when 
this component of fee ESP was established. The purpose of fee 
PIRR Case is to establish fee recovery mechanism via a non-
bypassable surcharge. AEP-Ohio argues that fee ESP 1 order is 
final and non-appealable on this issue. AEP-Ohio notes feat 
fee Supreme Court of Ohio has held that feere is no 
cotistitational right to a hearing Hi rate-related matters ff no 
statutory right to a hearing exists.^ AEP-Ohio concludes feat 
hearing was not requfred to implement fee PIRR mechanism. 
SpecificaUy as to lEU's ADIT related objections to fee Opinion 
and Order, AEP-Ohio contends feat EEU has made these 
arguments numerous times and the docttine of res judicata 
estops lEU from continuing to make this argument.6i 

The Coinmission notes as a part of fee ESP 1 proceeding, an 
evidentiary hearing was h d d on fee appUcation and fee 
Commission approved fee establishment of a regulatory asset 
to consist of accrued deferred fuel expenses, including interest. 
lEU was an active participant in fee ESP 1 evidentiary hearing 
and was afforded the opportunity to exercise its due process 
rights. However, there is no statatory requfrement for a 
hearing on fee application to initiate fee PIRR mechanism to 
recover fee regulatory asset approved as a component of the 
ESP 1 order, as lEU daims. Interested persons were 
nonetheless afforded an opportunity to submit comments and 
reply comments on fee Company's PIRR appUcation. lEU was 
also an intervener in fee PIRR Case and submitted comments 
and reply comments. The Commission agrees, as AEP-Ohio 
stetes, that EEU and ofeer parties have argued and reargued 
that deferred fuel expenses should accrue net of taxes. The 
issue was raised but rejected by fee Commission in fee ESP 1 
proceeding and fee issue was raised, reconsidered and again 
rejected by fee Commission in fee PERR Case Opinion and 

60 Consumers' Counsel v. Pub UtiL Cmnm. (1994), 70 Ohio StSd 300,856 N.E2d 213. 

61 Office of the Consumers' Counsel v. Pub. Util Comm. (1984), 16 Ohio St3d 9. 
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Qrder and the Fifth Enfry on Rehearing. The Commission 
finds, as it relates to fee PIRR, that the issues in this modified 
ESP 2 proceedings were appropriately lunited to the merger of 
fee PIRR rates and fee effective date for collection of fee PIRR 
rates. EEU has been afforded an opportunity to present its 
position in both fee ESP 1 and PIRR proceedings and, as such, 
feere is no need to reconsider the matter as a part of this 
proceeding. Accordingly, we deny lEU's request for rehearing 
of the issue. 

(54) OCC/APJN argue that the Opinion and Order is inconsistent to 
fee extent that it approves the request to merge the CSP and OP 
rates for several of fee ofeer riders under consideration in fee 
ESP appHcation but maintained separate PIRR riders for fee 
CSP and OP rate zones. OCC/APJN emphasize feat the 
Stipulation irutiaUy filed in this proceeding advocated fee 
merger of fee PIRR rates and in fee December 14, 2011, 
Opinion and Order fee Commission approved fee merger of 
fee rates. The Commission's decision not to merge fee CSP and 
OP PERR rates, accordkig to OCC/APJN, is a reversal of its 
earUer ruling on fee same issue wifeout fee justification 
requfred pursuant to Section 4903.09, Revised Code. 

OEG notes that continuing to maintain separate FAC and PIRR 
rates for each of fee rate zones will cause fee need to conduct 
two separate spedfic energy-only auctions since fee price to 
beat is different for each rate zone. OEG offers that one way for 
tae Commission to address tae issues raised on rehearing as to 
FAC and PIRR, is to Unmediatdy merge tae FAC and PERR 
rates. 

As OCC/APJN explain, the Commission approved witaout 
modification, tae merger of the PIRR rider rates. However, tae 
Commission subsequentiy rejected fee Stipulation on 
rehearing. The Cornmission notes that in regard to fee FAC, 
the vast majority of deferred fud expenses were incurred by 
OP rate zone customers, and a significant portion of fee 
deferred fud expense of former CSP customers was recovered 
through SEET evaluations. Upon furfeer consideration of fee 
PIRR and FAC rates issues, fee Commission has determined 
that maintaining separate rates for fee OP and CSP rate zones, 
given fee significant dUference in fee outstanding deferred fuel 
expenses per rate zone, is reasonable, as discussed in the 
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Opinion and Order and advocated by lEU and Ormet, 
Accordingly, fee Commission affirms its decision emd denies 
OCC/APJN's request for rehearing as to fee merger of the 
PIRR rates. 

{55) OEG expresses concern that fee PIRR rates wUI be in effect 
untU December 31, 2018, whUe fee FAC rate wUl expire wife 
this ESP on May 31, 2015. OEG reasons feat as of June 1, 2015, 
fee rates for energy and capacity wUl be the same for OP and 
CSP rate zones. OEG requests feat fee Commission clarify feat 
it is not precluding fee merging of the PERR rates after fee 
current ESP expfres. OEG reasons that merging the FAC and 
PIRR rates for each rate zone would reduce fee adminisfrative 
complexity and burden, increase efficiency, and aUgn fee 
structure of fee FAC and PIRR wife fee ofeer AEP-Ohio rider 
rates. 

Simplification of fee auction process for auction partidpants 
does not justUy ignoring fee deferred fuel expense balance 
incurred for fee benefit of OP customers at fee expense of CSP 
customers. The Commission wUl continue to monitor AEP­
Ohio's oufetanding dderred fuel expense balance and may 
reconsider its dedsion on fee merger of fee PIRR and FAC 
rates. However, at this time, we are not convinced by fee 
arguments of OEG to reverse our decision in fee Opinion and 
Order. Accordingly, we deny fee request for rehearing. 

Xin. ENERGY EFFICIENCY AND PEAK DEMAND REDUCnON RIDER 

(56) OCC/APJN offer that fee Commission adversely affected the 
rights of fee signatory parties to fee EE/PDR Stipulation in 
Case No. 11-5568-EL-POR et al. by mergmg fee EE/PDR rates 
in this proceeding. OCC/APJN assert that the parties 
envisioned separate EE/PDR rates for fee CSP and OP rate 
zones after the merger of CSP and OP. 

AEP-Ohio reasons that OCC/APJN's argument to maintain 
separate EE/PDR rates is wi&iout merit and notes that fee 
Coinmission specificaUy stated feat tariff amendments, as a 
result of fee merger, would be reviewed and rate matters 
resolved in this proceeding.^^ AEP-Ohio supports fee 

62 In re AEP-OUo, Case No. 10-2376-EL-UNC, Entry at 7 (Ivlarch 7,2012). 
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Commission's decision and asks that fee Commission deny this 
request for rehearing 

fri Ught of fee fart feat fee Commission reaffirmed AEP-Ohio's 
merger on March 7, 2012, OCC/APJN should have been aware 
of fee Commission's plan to consider fee merging of CSP and 
OP rates as part of fee ESP proceeding. Further, fee 
Commission notes that nothing in fee EE/PDR Stipulation or 
fee Opinion and Order approving fee Stipulation confirms the 
assertions of OCC/APJN feat fee parties expected the EE/PDR 
rates to be sepcirately maintained after fee merger of CSP and 
OP. In addition, OCC/APJN assert in their appUcation for 
rehearing feat combining tae EE/PDR rates prevents tae 
parties from receiving fee benefit of the bargain reached in fee 
EE/PDR Stipulation. We feerdore deny fee request for 
rehearing. 

XW. GRIDSMART 

(57) AEP-Ohio asserts that fee Commission's faUure to estabUsh a 
final reconcUiation and true-up for fee gridSMART rider which 
wiU expfre prior to or in conjunction wife fee end of this ESP 
term. May 31,2015, was unreasonable. 

We grant AEP-Ohio's request for rehearing. Accordingly, fee 
Commission darifies and dfrects that within 90 days after fee 
expfration of this ESP 2, AEP-Ohio shaU make a fiUng wife fee 
Commission for review and reconcUiation of fee final year of 
the Phase I gridSMART rider. 

XV. ECONOMIC DEVELOPMENT RUDER 

(58) OCC/APJN renew feefr request on rehearing that fee 
Commission Order AEP-Ohio shareholders maintain fee 
Partnership wife Ohio (PWO) fund at $5 miUion per year and 
to designate $2 miUion for fee Neighbor-to-Neighbor program. 
OCC/APJN argue that tae Commission's faUure to address 
feefr request to fund fee PWO and Neighbor-to-Ndghbor 
funds, wifeout explanation, is unlawful imder Section 4903.09, 
Revised Code. Furfeer, OCC/APJN reiterate that it is imjust 
and unreasonable for the Coinmission not to order AEP-Ohio 
to fund fee PWO program in Ught of fee fact feat fee Opinion 
and Order dfrerted fee Companies to reinstate fee Ohio 
Growfe Fund. OCC/APJN note fhat fee Commission ordered 
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fee funding of fee Ohio Growth Fund in its December 14, 2011 
order approving fee Stipulation. OCC/APJN axgue that fee at-
risk population is also facing extenuating economic 
circimistances, particularly in saufeeast Ohio served by AEP­
Ohio. OCC/APJN offer that at-risk populations are to be 
protected pursuant to fee poHcy set forth in Section 49^.02(L), 
Revised Code. 

The Coinmission notes that provisions were made for fee PWO 
to fee benefit of residential and low-income customers, as part 
of the Company's distribution rate case.^^ The PWO fund 
dfrectiy supports low-income residential customers wife biU 
payment assistance. The Commission concluded, feerefore, 
that fee funding in the distribution rate proceeding was 
adequate and additional funding of fee PWO fund, as 
requested by OCC/APJN was unnecessary. However, as noted 
in fee Opinion and Order, fee Ohio Growfe Fund, "creates 
private sertor economic devdopment resources to support and 
work in conjunction wife ofeer resources to attract new 
investment and improve job growfe in Ohio" to support Ohio's 
economy. For these reasons, fee Commission did not revise the 
Opinion and Order and we deny OCC/APJN's appHcation for 
rehearing. 

XVI. STORM DAMAGE RECOVERY MECHANISM 

(59) En its appHcation for rehearing, AEP-Ohio suggests that fee 
Commission dariEy that, under fee storm damage recovery 
mechanism's December 31 filing procedure, a cutoff of 
September 30 be established for aU expenses incurred. AEP­
Ohio opines feat fee clarification would aUow any qualifjring 
expenses that occur after September 30 of each year to be added 
to fee deferral balance and carried forward. AEP-Ohio notes 
feat absent a cut off date, if an incident occurs late in fee 
reporting year, expenses may not be accounted for at fee time 
of fee December 31 fUing. 

In its memorandum confra, OCC/APJN point out fhat AEP­
Ohio's request for clarification would result in customers 
accruing carrying costs for any costs feat may be incurred 
between Ortober 1 and December 31. As an alternative. 

65 In re AEP-Ohio, Case No. 11-351-EL-AIR, Opinion and Order al 5,9 (December 14,2011). 
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OCC/APJN suggest the Commission consider a provision 
allowing AEP-Ohio to amend its fiHng up to 30 days after fee 
December 31 deadline to include any storm costs from fee 
monfe of December feat were not induded in the original 
fiUng. 

The Coinmission finds that AEP-Ohio's appUcation for 
rehearing should be granted. We believe it is important to 
account for any expenses that may occur just prior to the 
December 31 filing however, we are also sensitive to 
OCC/APJN's concern about carrying costs being incurred over 
a three-monfe period as a result of AEP-Ohio's request 
Accordingly, we find feat under fee storm damage recovery 
mechanism, in fee event any costs are incurred but not 
accounted for prior to fee December 31 fifing deadline, AEP­
Ohio may, upon prior notification to fee Commission in its 
December 31 filing, amend the filing to include aU incurred 
costs within 30 days of fee December 31 filing. 

XVII. GENERATION RESOURCE RIDER 

(60) FES and EEU argue, as each did in feefr respective briefs, that 
fee dictates of Sections 4928.143(B) and 4928.64(E), Revised 
Code, requfre fee GRR be estabUshed as a bypassable rider. 
FES, lEU and OCC/APJN request rehearing on the approval of 
fee GRR on fee basis that aU fee statatory requfrements of 
Section 4928.143(B)(2)(c), Revised Code, have not been met as a 
part of tills ESP. FES contends tiiat Sections 4928.143(B)(2)(c) 
and 4928.64(E), Revised Code, are irreconcUable and fee 
specialized provision of Section 4928.64, Revised Code, 
prevails. OCC/APJN adds that fee Commission's creation of 
fee GRR, even at zero, abrogated Ohio law. For feese reasons, 
FES, EEU, and OCC/APJN submit that fee GRR is unreasonable 
and unlawful. 

Each of fee above-noted requests for rehearing as to fee GRR 
mechanism was previously considered by fee Commission and 
rejected in fee Opinion and Order. Nothing offered Hi fee 
appUcations for rehearing persuades fee Commission that fee 
Opinion and Order is unreasonable or unlawful. Accordingly, 
fee appUcations for rehearing on fee estabUshment of fee GRR 
are denied. Furfeer, fee Commission notes that we recentiy 
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conduded feat AEP-Ohio and Staff failed to make fee requisite 
demonsfration of need for fee Turning Point project^ 

(61) lEU argues feat the language in Section 4928.06(A), Revised 
Code, imposes a duty on fee Commission to ensure that fee 
state policies set forfe in Section 4928.02, Revised Code, are 
effectuated- Efyria Foundry v. Public Util Comm., 114 Ohio St3d. 
305 (2007). lEU contends fee adoption of the GRR violates state 
poHcy and conflicts wife fee Capacity Order, fri which where 
the Commission determined feat market-based capacity pricing 
wiU stimulate true competition among suppliers in AEP-Ohio's 
service territory and incent shopping feus, impUdtiy rejecting 
feat above-market pricing is compatible wife Section 4928.02, 
Revised Code.^^ 

The Coinmission notes feat fee Supreme Court of Ohio 
determined feat fee poHcies set forfe in Section 4928.02, 
Revised Code, do not impose strict requfrements on any given 
program but simply express state policy and function as 
guidelines for fee Commission to weigh in evaluating utiUty 
proposals.^ lEU does not specificaUy reference a particular 
paragraph in Section 4928.02, Revised Code, supporting feat 
tae GRR is unlawful. Nonefeeless, fee Commission reiterates, 
as stated in the Opinion and Order, feat AEP-Ohio would be 
requfred to share the benefits of fee project wife aU customers, 
shopping and non-shopping to advance fee poHcies stated in 
paragraph (H), Section 4928.02, Revised Code. 

XVEti. POOL MODIFICATION RIDER 

(62) FES argues that fee appHcation did not include a description or 
tariffs reflecting a PTR and, accordingly, did not request a PTR 
to be initiaUy established at zero. FES submits feat there is no 
evidence and no justification presented in support of a PTR 
and, feerefore, fee Commission's approval of fee PTR is 
unreasonable. 

AEP-Ohio responds feat FES's claims are misleading and 
erroneous. AEP-Ohio cites the testimony of witaess Nelson 

^ In re AEP-Ohio, Case Nos. 10-501-EL-FOR and 10-502-EL-FOR, Opinion and Order at 25-27 Qanuary 9, 
2013). 

65 In re AEP-OMo, Case No. 10-2929-EL-UNC, Opinion and Order at 23 Only 2,2012). 
^ In re AppHcation of Columbus Southern Pmoer Co. et al, 128 Ohio St3d 512, at 525,2011-Ohio-1788. 
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which included a complete description of the PTR. AEP-Ohio 
notes feat the Commission was able to discern the structure of 
fee PTR and approved fee request. AEP-Ohio asserts feat 
FES's claims do not provide a basis for rehearing. 

FES's arguments as to fee description of fee PTR in fee 
appHcation overlook fee testimony in fee record and fee 
dfrectives of fee Commission. As specifically stated'in fee 
Opinion and Order, recovery under fee PTR is contingent upon 
the Commission's review of an application by fee Company for 
such costs and any recovery tmder fee PTR must be specifically 
aufeorized by fee Commission.^'' Furthermore, fee Opinion 
and Order emphasized that ff AEP-Ohio seeks recovery under 
fee PTR, it wUl maintain the burden set forfe in Section 
4928.143, Revised Code.^ Accordingly, fee Commission denies 
the request of FES for rehearing on this issue. 

(63) EEU also submits feat fee PTR (as w;eU as fee capadty dderral 
and RSR) violates corporate separation requfrements in feat it 
operates to aUow AEP-Ohio to favor its affiliate and ignore fee 
strirt separation between competitive and non-competitive 
services. SpecificaUy, lEU contends that Section 4928.02(H), 
Revised Code, prohibits fee recovery of any generation-related 
cost through distribution or transmission rates after corporate 
separation is effective. 

We find feat lEU made simUar arguments as to generation 
asset divestiture. For the same reasons stated feerein, fee 
Coinmission again denies EEU's requests for rehearing. 

(64) EEU also contends that fee TOR^^ is unreasonable and unlawful 
as its approval permits AEP-Ohio to recovery generation-
related ttansition revenue when fee time period for recovery of 
such costs as passed, and where fee Company agreed to forgo 
recovery of such costs in its Commission-approved settiement 
of its electric fransition plan (ETP) cases.''^ 

"̂̂  Opinion and Order at 49. 
68 I± 

^9 lEU raises the same argument as to the RSR and the capacity charge. 

'̂ ^ In the Matter of the AppUcations of Columbus Southern Power Company and Ohio Power Company for Approoal 
of Their Electric Transition Plans and for Receipt of Transition Rextenues, Case Nos. 99-1729-EL-ETP and 99-
1730-EL-ETP, Opinion and Order (September 28,2000). 
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As to EEU's claim that fee PTR is unlawful under the agreement 
in the ETP cases, the Commission rejects this argument. As we 
stated in fee Opinion and Order, approval of the ITR 
mechanism does not ensure any recovery to AEP-Ohio. AEP­
Ohio can only pursue recovery under the PTR if this 
Commission modifies or amends its corporate separation plan, 
fUed in Case No. 12-1126-EL-UNC (Corporate Separation Case), 
as to divestiture of fee generation assets only. Furfeer, if the 
conditions precedent for recovery under fee PTR are met AEP­
Ohio has the burden under Section 4928.143, Revised Code, to 
demonstrate that the Pool Agreement benefitted Ohio 
ratepayers over fee long-term, any PTR costs and/or revenues 
were aUocated to Ohio ratepayers, and that any costs were 
prudentiy incurred and reasonable.^ EEU made substantiaUy 
similar claims regarding transition cost and fee ETP cases in 
fee Capacity Case.''^ The type of fransition costs at issue in fee 
ETP cases are set forfe in Section 4928.39, Revised Code. We 
ffrid that recovery for forgone revenue assodated wife the 
termination of fee Pool Agreement is permissible under Section 
4928.143(B)(2)(d), Revised Code, as discussed more fuUy below. 
Thus, we find lElTs arguments incorrect and premature. In 
addition, for fee same reasons we rejected feese arguments by 
lEU on rehearing in regard to fee RSR and capadty charge, we 
reject feese claims as to fee PTR. EEU's request for rehearing is 
denied. 

(65) FES, EBU and OCC/APJN reason that fee Commission based its 
approval of fee PTR on Section 4928.143(B)(2)(h), Revised 
Code, which appUes only to distribution service and does not 
indude incentives for ttansitioning to the coinpetitive market. 
FES, lEU and OCC/APJN offer feat fee PTR is generation 
based and has no rdation to distribution service. Further, FES 
offers that by the time fee AEP Pool terminates, the generation 
assets wOl be held by AEP-Ohio's generation affUiate and any 
revenue loss experienced wUl be feat of a competitive 
generation provider. According to FES and OCC/APJN, 
nothing in Section 4928.143(B)(2), Revised Code, or any ofeer 
provision of Ohio law, perrruts a competitive generation 
provider to recover lost revenue or to incent fee electric 
distribution utiHty to ttansition to market Furthermore, FES 

'^ Opinion and Order at 49. 
•72 In re AEP-Ohio, Case No. 10-2929-EL-UNC, Opinion and Order at (date). 
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reasons feat Section 4928.02(H), Revised Code, specificaUy 
prohibits cross-subsidization. lEU likewise claims feat Section 
4928.06, Revised Code, obUgates the Commission to effectaate 
fee state poUdes in Section 4928.02, Revised Code. 

AEP-Ohio repUes feat despite fee claims of FES, lEU and 
OCC/APJN, statatory aufeority exists for fee adoption of fee 
PTR faUs under Section 4928.143(B)(2)(h), Revised Code, as the 
Commission determined in its Opinion and Order. The PTR, is 
also aufeorized, according to AEP-Ohio, under Section 
4928.143(B)(2)(d), Revised Code. AEP-Ohio reasons that the 
purpose of fee Pool Agreement is to stabilize the rates of Ohio 
customers, thus division (B)(2)(d) of Section 4928.143, Revised 
Code, also supports fee recovery of Pool Agreement cost AEP­
Ohio states, in regards to fee argument on cross-subsidies, that 
a significant portion of AEP-Ohio's revenues result from sales 
of power to ofeer AEP Pool members. With fee termination of 
fee Pool Agreement, if feere is a substantial decrease in net 
revenue, under fee provisions of fee PTR, fee Company could 
be compensated for lost net revenue from retaU customers. 
Based upon this reasoning, AEP-Ohio argues feat fee PTR is an 
aufeorized component of an ESP and was correctiy approved 
by fee Commission. 

The Commission notes that fee Opfruon and Order specificaUy 
Hmited AEP-Ohio's right to recover under fee PTR, only in fee 
event this Commission modified or amended its corporate 
separation plan as to fee divestiture of its generation assets.'^ 
The Opiruon and Order also dfrected, subjert to fee approval of 
fee corporate separation plan, that AEP-Ohio divest its 
generation assets from its electric disfribution utiUty assets by 
fransfer to its generation affiUate.'̂ * Furfeer by Finding and 
Order issued on October 17, 2012, Hi fee Corporate Separation 
Case, AEP-Ohio was granted approval to amend its corporate 
separation plan to reflect full structural corporate separation 
and to ttansfer its generation assets to its generation affiUate. 
AppUcations for rehearing of fee Finding and Order Hi fee 
Corporate Separation Case were timely filed and fee 
Commission's decision on fee appUcations is currentiy 
pending. The Commission reasons, however, feat ff we affirm 

•^ Opinion and Order at 49. 
74 W.at50. 
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our decision on rehearing, as to the divestiture of fee 
generation assets, AEP-Ohio has no basis to pursue recovery 
under fee PTR. 

Nonetheless, we grant rehearing regarding fee statatory basis 
for approval of fee PTR. We find feat Section 4928.143(B)(2)(d), 
Revised Code, supports fee adoption of fee PTR.̂ ^ The 
termination of the Pool Agreement is a pre-requisite to AEP­
Ohio's ttansition to fuU structural corporate separation. Wife 
AEP-Ohio's move to fuU sfructural corporate separation and 
CRK providers securing capadty in the market the number of 
service offers for SSO customers and shopping customers wUI 
likdy increase and improve. On feat basis, termination of fee 
Pool Agreement is key to the establishment of effective 
competition and aufeorized under fee terms of Section 
4928.143(B)(2)(d), Revised Code. We are not dissuaded from 
this position by tae claims of OCC/APJN and FES. As 
OCC/APJN correctiy assert, revenues recdved as a result of 
fee Pool Agreement are not recognized fri fee determination of 
significantiy excessive earnings. However, OCC/APJN fails to 
recognize that fee language of Section 4928.143(F), Revised 
Code, specificaUy exclude such revenue. We also note, that 
whUe effective competition is indeed fee goal of fee 
Commission, Section 4928.02(H), Revised Code, does not 
sttictiy prohibit cross-subsidization. The Ohio Supreme Court 
has ruled tiiat fee polides set forfe in Section 4928.02, Revised 
Code, do not impose strirt requfrements on any given program 
but simply express state policy and function as guidelines for 
the Commission to weigh in evaluating utiUty proposals.^^ 

(66) lEU claims feat Section 4928.06, Revised Code, raises fee state 
policies set forfe in Section 4928.02, Revised Code, to 
requirements. Elipiu Foundry v. Public Util. Comm., 114 Ohio 
St3d 305 (2007). We note, feat more recentiy, the Ohio 
Supreme Court determined feat fee poHcies set forfe in Section 

75 Section 4928.143(B)(2)(d), Revised Code, states: 

Terms, conditions, or charges relating to limitations on customer shopping for retail electric 
generation service, bypassability, standby, back-up, or supplemental power service, default 
service, carrying costs, amortization periods, and accounting or deferrals, including future 
recovery of such deferrals, as would have fhe effect of stabilizing or providing certainty 
regarding retail electric service. 

76 In re Application of Columbus Sou&iem Power Co. et al., 128 Ohio St3d 512, at 525,2011-Ohio-1788 



11-346-EL-SSO, et al. -61-

4928.02, Revised Code, do not impose strict requfrements on 
any given program but simply express state poHcy and 
function as guidelines for the Commission to weigh in 
evaluating utUity proposals.-^ Consistent with the Court's 
ruling we approved fee establishment of the PTR subject to fee 
Company making a subsequent filing for fee Commission's 
review including fee effectaation of state poHcies. 

XDC- GENERATION ASSET DIVESTRJRE 

(67) In its application for rehearing, AEP-Ohio asserts feat fee 
Commission should have approved fee corporate separation 
appUcation at fee same time feat it issued the Opiruon and 
Order or made approval of fee Opinion and Order contingent 
on approval of fee Company's corporate separation appUcation 
filed in Corporate Separation Case. AEP-Ohio argues feat 
structural corporate separation is a critical component of the 
ESP which is necessary for AEP-Ohio to fransition to 
implementing an auction-based S^D. Thus, AEP-Ohio requests 
that fee Commission clarify on rehearing, that fee ESP will not 
be effective until fee Commission approves AEP-Ohio's 
corporate separation appHcation. 

The Opinion and Order was issued August 8, 2012. The order 
in AEP-Ohio's Corporate Separation Case was issued October 
17, 2012, approving fee corporate separation plan subject to 
certain conditions. The Commission denies AEP-Ohio's 
request to make fee ESP effective upon fee approval of fee 
corporate separation plan. AEP-Ohio had the option of 
designing its modified ESP appUcation to incorporate its 
corporate separation plan or to timdy request consoUdation of 
fee Corporate Separation Case and the ESP cases. AEP-Ohio 
did not imdertake eifeer option. Furthermore, fee rates and 
tariffs in compliance wife fee Opinion and Order were 
approved and have been effective since fee first bUHng cycle of 
September 201Z Accordingly, it would be unreasonable and 
unfafr to make fee effective date of fee ESP fee date fee 
corporate separation case was approved AEP-Ohio's request 
for rehearing is denied. 

^ In re Application of Columbus Southern Power Co. et al., 128 Ohio St3d 512, at 525,2011-Ohio-17SB. 
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(68) lEU argues that the Opinion and Order is unlawful and 
unreasonable to fee extent that fee Commission approved tiie 
concHtional transfer of fee generation assets wifeout 
determining that fee transfer compHed with Sections 4928.17, 
4928.02, and 4928.18(B), Revised Code, and Chapter 4901:1-37, 
O.A.C. 

As we previously acknowledged, AEP-Ohio did not request 
feat the Corporate Separation Case and fee ESP proceedings be 
consolidated. Therefore, as was noted in fee Opinion and 
Order, the primary considerations in fee l^P proceeding was 
how fee divestiture of fee generation assets and fee agreement 
between AEP-Ohio and its generation affUiate would impact 
SSO rates and customers. The requfrements for corporate 
separation contained in Sections 4928.17 and 4928.18(B), 
Revised Code, and the applicable rules in Chapter 4901:1-37, 
O.A.C, were adcfressed in fee Corporate Separation Case 
which was issued subsequent to fee Opinion and Order in this 
matter. As fee issues raised by lEU have subsequentiy been 
addressed, we deny fee request for rehearing. 

(69) AEP-Ohio also requests that the Commission reconsider and 
modify fee dfrertives as to fee poUution confrol revenue bonds 
(PCRB). AEP-Ohio requests taat, at a minimum, tae 
Commission clarify that fee 90-day filing be limited to a 
demonsfration fhat AEP-Ohio customers have not and wiU not 
incur any additional costs caused by corporate separation, and 
feat the hold harmless obHgation pertains to the additional 
costs caused by corporate separation. AEP-Ohio requests 
permission to retain the PCRB or, in fee alternative, aufeorize 
AEP-Ohio to transfer the PCRB to its generation affiUate 
consistent wife fee Corporate Separation Case. AEP-Ohio 
suggest that tae PCRBs be retained by AEP-Ohio until taefr 
respective tender dates and fransfer fee UabUities to its 
generation affUiate wife inter-company notes during the period 
between closing of corporate separation and fee respective 
tender dates of fee PCRB. AEP-Ohio attests feat eifeer option 
offered would not cause customers to incur any additional 
costs fhat could arise from corporate separation and eliminate 
fee need for any 90-day filing. 

We grant rehearing on fee issue of fee PCRB to clarify and 
reiterate, consistent wife fee Commission's dedsion in fee 
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Corporate Separation Case, that ratepayers be held harmless. 
In the Corporate Separation Case, in recognition of fee 
Company's request for rehearing in this matter and as a 
condition of corporate separation, fee Commission dfrected the 
Company utihze an intercompany note between AEP-Ohio and 
its generation affiliate wherein AEP-Ohio could retain fee 
PCRB and avoid any burden on AEP-Ohio EDU ratepayers.^^ 
Thus, wife fee Commission's decision in fee Corporate 
Separation Case, fee 90-day fiUng previously ordered in this 
proceeding was no longer necessary. 

(70) lEU argues feat fee Opinion and Order is unreasonable and 
unlawful as it allows AEP-Ohio, fee electric distribution utiHty, 
to evade strict separation between coinpetitive and non­
competitive services and, as such insulates AEP-Ohio's 
generation affiliate, in violation of Section 4928.17(A)(3), 
Revised Code, affording ite generation affUiate an undue 
preference or advantage. SimUarly, • FES argues feat fee 
Opinion and Order, to fee extent tiiat it permits AEP-Ohio, to 
pass revenue to AEP-Ohio's generation affiUate, violates 
Section 4928.143(B)(2)(a), Revised Code, as fee statate requfres 
feat any cost recovered be prudentiy incurred, tncludfrig 
purchased power acqufred from an affUiate. According to FES, 
the record evidence demonsfrates that fee capadty price of 
$188.88 per MW-day is significantiy higher than fee price that 
can be acqufred Hi fee market and AEP-Ohio has not evaluated 
fee arrangement wife AEP-Ohio's generation affiUate or 
considered options avaUable in tae competitive market. As to 
fee pass-through of generation based revenues from SSO 
customers, FES claims feere is no record evidence to support an 
"arbifrary" price for energy and capadty from SSO customers. 
FES asserts that AEP-Ohio's base generation rate is not based 
on cost or market and that AEP-Ohio argued feat fee base 
generation rate reflects a $355 per MW-day chatrge for capadty. 
For feese reasons, FES reasons feat fee base generation 
revenues reflert an inappropriate cross-subsidy and are a 
detriment of fee competitive market 

FinaUy, EBU, FES, and OCC/APAC submits feat fee pass-
through of revenues from AEP-Ohio to its generation affiUate, 

78 In re Ohio Power Company, Case No. 12-1126-EL-UNC, Order at 17-18 (October 17,2012). 
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violates fee state policy set forfe in Section 4928.02(H), Revised 
Code. 

AEP-Ohio replies feat AEP-Ohio is a captive seUer of capacity 
to support shopping load tmder its FRR obUgations and is 
requfred to fulfiU that obligation during the term of this ESP 
after corporate separation. AEP-Ohio states four primary 
reasons why payments to its generation affiliate are not illegal 
cross subsidies and should be passed to its generation affUiate 
after corporate separation during this ESP. First, fee 
Commission approved functional separation and AEP-Ohio is 
presentiy a vertically-integrated utiHty. Second, during a 
portion of fee term of this ESP, AEP-Ohio wUl be legaUy, 
structurally separated but remain obligated to provide SSO 
service at fee tariff rates for fee fuU term of fee ESP. Thfrd, 
after corporate separation, AEP-Ohio's generation affUiate wUl 
be obUgated to support SSO service (energy and capacity) and 
AEP-Ohio reasons it is only appropriate feat its generation 
affiliate receive fee same generation revenue streams agreed to 
by AEP-Ohio for such service. FinaUy, there wiU be an SSO 
agreement between AEP-Ohio and its generation affUiate for 
fee services, which is subject to fee jurisdiction and approval 
by fee Federal Energy Regulatory Coinmission (FERC). 
Furfeermore, AEP-Ohio warns feat wifeout fee generation 
revenues the arrangement between AEP-Ohio and its 
generation affUiate wUI not take place. AEP-Ohio also notes 
feat FES has supported this approach on behaff of fee First 
Energy operating companies for several years. AEP-Ohio 
concludes feat the interveners' cross-subsidy arguments are not 
a basis for rehearing. 

Ffrst, as we have noted at ofeer times in this Entry on 
Rehearing, fee Ohio Supreme Court has ruled that the policies 
set forfe in Section 4928.02, Revised Code, do not impose strict 
requfrements on any given program but simply expresses state 
policy and function as guidelines for the Commission to weigh 
in evaluating utiHty proposals.''^ 

The Coinmission recently approved AEP-Ohio's appUcation for 
structural corporate separation to facUitate fee Company's 
transition to a competitive market Given that the term of this 

"̂ ^ In re AppUcation of Columbus Southern Power Co. et al., 128 Ohio StSd 512, at 525,2011-Ohio-1788. 
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ESP, corporate separation of fee generation assets, and AEP­
Ohio's FRR obUgations are not aligned, in fee Opinion and 
Order the Commission recogruzed feat revenues previously 
paid to AEP-Ohio for SSO service wUl be paid to its generation 
affiUate for the services provided. However, whUe we believe 
it is appropriate and reasonable for revenues to pass thru AEP­
Ohio to its generation affiliate for fee services provided by no 
means wiU we ignore Section 4928.143(B)(2)(a), Revised Code. 
The costs incurred by AEP-Ohio for SSO service wUl be 
evaluated for prudence as a part of AEP-Ohio's 
FAC/Alternative Energy Rider audit None of fee arguments 
presented by FES, lEU or OCC/APJN convince fee 
Commission that this dedsion is unreasonable or unlawful and, 
feerefore, we deny fee requests for rehearing of this issue. 

It is, feerefore, 

ORDERED, That Duke's motion to file memorandum contra instanter is granted. It 
is, furfeer, 

ORDERED, That Kroger's request to withdraw ite reply memorandum fUed on 
September 24,2012, is granted. It is, furfeer, 

ORDERED, That AEP-Ohio's motion to consoHdate is moot It is, furfeer, 

ORDERED, That OCC/APJN's motion to strike is denied. It is, furfeer, 

ORDERED, That lEU's request to review fee procedural rulings is denied. It is, 
furfeer, 

ORDERED, That fee appUcations for rehearing of fee Commission's August 8,2012, 
Opinion and Order, be denied, in part, and granted, in part, as set forth herein. It is, 
furfeer. 
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ORDERED, That a copy of this opinion and order be served on all parties of record. 

THE PUBLIC UTIUTIES COMMISSION OF OHIO 

GNS/3JT/vrm 

Entered in fee Journal 

JAM 3 0 Z013 

Barcy F. McNeal 
Secretary 



BEFORE 

THE PUBLIC UTILTHES COMMISSION OF OHIO 

In fee Matter of fee AppUcation of 
Colxrmbus Soufeern Power Company and 
Ohio Power Company for Aufeority to 
Establish a Standard Sersdce Offer Pursuant 
to Section 4928.143, Revised Code, in the 
Form of an Electric Security Plan. 

In fee Matter of fee AppUcation of 
Columbus Soufeern Power Company and 
Ohio Power Company for Approval of 
Certain Accounting Aufeority. 

Case No. 11-346-EL-SSO 
Case No. 11-348-EL-SSO 

Case No. 11-349-EL-AAM 
Case No. 11-350-EL-AAM 

SECOND ENTRY ON REHEARING 

The Commission finds: 

(1) On March 30,2012, Ohio Power Company (AEP-Ohio) filed an 
application for a standard service offer, in fee form of an 
electric security plan (ESP), in accordance wife Section 
4928.143, Revised Code. 

(2) On August 8, 2012, fee Commission issued its Opinion and 
Order, approving AEP-Ohio's proposed ESP, with certain 
modifications (Order). Further, the August 8 Order dfrected 
AEP-Ohio to file proposed final tariffs consistent wife fee 
Opinion and Order by August 16,2012. 

(3) On August 16, 2012, AEP-Ohio subnutted its proposed 
comphance rates and tariffs to be effective as of fee ffrst bUHng 
cyde of September 2012. By entry issued on August 22, 2012, 
fee Coinmission approved fee proposed tariffs and rates to be 
effective wife fee first billing cycle of September 2012. 

(4) Pursuant to Section 4903.10, Revised Code, any party who has 
entered an appearance in a Commission proceeding may apply 
for rehearing wife respert to any matter determined by fee 
Commission, within 30 days of fee enfry of fee order upon fee 
Commission's journal. 

(5) On September 7, 2012, AEP-Ohio, The Kroger Company, Ormet 
Primary Aluminum Corporation, Industrial Energy Users-Ohio 
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(lEU), RetaU Energy Supply Association, OMA Energy Group 
(OMAEG) and fee Ohio Hospital Assodation (OHA), fee Ohio 
Energy Group (OEG), FfrstEnergy Solutions Corporation (FES), 
jointiy by The Ohio Association of School Business Officials, 
The Ohio School Boards Association, The Buckeye Association 
of School Administrators, and The Ohio Schools Coimcil 
(coUectively fee Ohio Schools), and jointiy by the Ohio 
Consumers' Counsd (OCQ and Appalachian Peace and Justice 
Network fUed appUcations for rehearing of fee Commission's 
August 8, 2012 Order. Memoranda confra fee various 
applications for rehearing were filed jointiy by Duke Energy 
Ohio, Inc. and Duke Energy Commercial Asset Management 
Inc., FES, OCC/APJN, lEU, OMAEG/OPIA, OEG, Ohio 
Schools, and AEP-Ohio on September 17,2012. 

(6) By entry dated October 3, 2012, fee Commission granted 
rehearing for furfeer consideration of fee matters specified in 
fee applications for rehearing of fee Order. 

(7) On January 30, 2013, fee Commission issued its Entry on 
Rehearing addressing the merits of fee various appUcations for 
rehearing (January 30 EOR). 

(8) On March 1, 2013, OCC and lEU filed appUcations for 
rehearing of fee January 30 EOR. On March 11, 2013, AEP­
Ohio filed a memorandum contra the appUcations for 
rehearing. 

(9) In its application for rehearing, lEU argues that Section 
4928.143(B)(2)(d), Revised Code, does not provide fee 
Commission aufeority to approve AEP-Ohio's retaU stabiHty 
rider (RSR). SpedficaUy, lEU states tiiat fee fact tiiat fee RSR 
wiU result in a non-fuel base generation rate freeze does not 
satisfy fee requfrements of Section 4928.143(B)(2)(d), Revised 
Code, and fee determination feat fee RSR provides certainty 
and stabiHty goes against fee mardfest weight of fee evidence 
in this proceeding. lEU also pofrite out that fee Commission 
may not approve a rider that causes fee modified ESP to be less 
favorable in the aggregate than a market rate offer. 

AEP-Ohio responds feat lEU raised simUar arguments in its 
first appHcation for rehearing and fails to raise any new 
arguments in its second appHcation for rehearing. AEP-Ohio 
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adds tiiat lEU's mterpretation of Section 4928.143(B)(2)(d), 
Revised Code, unnecessarUy narrows fee statute. Hi addition, 
AEP-Ohio points out feat lEU previously raised arguments 
regarding fee statutory test in its initial appHcation for 
rehearing and fail to provide any new arguments. 

The Commission finds feat lEU faUs to raise any new 
arguments for fee Commission's consideration in its 
appHcation for rehearing. In bofe fee order and fee entry on 
rehearing, the Commission determined that fee RSR is justified 
pursuant to Section 4928.143(B)(2)(d), Revised Code. (Order at 
31-32; January 30 EOR at 15-16). Similarly, EEU previously 
raised its arguments pertaining to fee statatory test which fee 
Conunission denied in fee January 30 EOR. Accordingly, lEU's 
appHcation for rehearing should be denied. 

(10) fri its appUcation for rehearing, OCC claims feat fee 
classification of fee RSR as a charge related to default service is 
not supported by fee record, violating Section 4903.09 Revised 
Code, and Section 4903.13, Revised Code. 

In its memorandum contra, AEP-Ohio responds that fee 
Commission clearly explained how fee RSR faUs into defaiUt 
service, and adds that even one of OCC's witaesses agreed that 
fee RSR rdates to AEP-Ohio's generation revenues. 

The Commission finds OCC's assignment of error is wifeout 
merit and should be denied. Hi fee entry on rehearing, fee 
Commission emphasized feat fee RSR meets fee statatory 
criteria contained in Section 4928.143(B)(2)(d), Revised Code, as 
it is a charge relating to default service that provides certainty 
and stabihty for AEP-Ohio's customers. (January 30 EOR at 15-
16.) SpedficaUy, fee Commission explained that fee RSR 
aUows for price certainty and stabUity for AEP-Ohio's standard 
service offer (SSO) customers, which, is AEP-Ohio's ddault 
service for customers who choose not to shop. {Id.) 
Accordingly, OCC's assignment of error should be rejected. 

(11) In its application for rehearfrig, lEU claims that fee customer 
rate impact cap fails to identify fee incurred costs feat may be 
deferred, but rafeer only provides feat AEP-Ohio may dder 
the difference in revenue as a result of fee customer rate cap. 
Hi addition, lEU argues fee Commission should identify fee 
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specific carrying charges feat wUl apply to the deferred 
amount lEU states that U fee Commission continues to 
aufeorize fee customer rate impact cap deferral, it should set 
fee level of fee carrying charges on fee deferral balance to a 
reasonable level below AEP-Ohio's long or short term cost of 
debt 

In its memorandum confra, AEP-Ohio provides that fee 
carrying cost rate shoiUd be the weighted average cost of 
capital, consistent wife Commission precedent and AEP-Ohio's 
phase in recovery rider. AEP-Ohio opines that the same 
regulatory principles should be appHed here, and any deferrals 
under fee customer rate impact cap would accrue a carrying. 
charge during fee period of deferral and a lower debt rate 
charge during the recovery period. 

The Commission finds feat lEU's appHcation for rehearing 
should be derued, as the customer rate impact cap is 
permissible pursuant to Section 4928.144, Revised Code. 
Section 4928-144, Revised Code, provides fee Commission wife 
discretion to establish a dderral to ensure rate or price stebiUty 
for customers, which fee customer rate cap establishes by 
limiting any customer rate increases to no more fean a 12-
percent increase. The Commission determined this was 
necessary in its order, and emphasized it agafri in its entry on 
rehearing. (Order at 70; January 30 EOR at 40). Furfeer, fee 
entry on rehearing clarified fhat AEP-Ohio was entiUed to fee 
deferral of fee incurred costs equal to the amount not coUerted, 
as weU as carrying costs ctssodated wife the dderral. We do 
darify, however, feat feese carrying costs should be set at AEP­
Ohio's long-term cost of debt rate, as recovery of feese costs are 
not only guaranteed but also are consistent wife Commission 
precedent. FinaUy, fee coUection of fee deferral is on a non-
bypassable surcharge, and protects customers from any 
potential rate increases associated wife AEP-Ohio's newly 
established non-bypassable riders, consistent wife Section 
4928.144, Revised Code. Therefore, as fee customer rate impact 
cap complies with Section 4928.144, Revised Code, EEU's 
arguments should be dismissed. 

(12) lEU argues feat the Commission cannot lawfuUy aufeorize a 
non-bypassable rider to recover lost generation revenue 
pursuant to Section 4928.143(B)(2)(d), Revised Code. lEU 
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argues tiiat only divisions (b) and (c) of Section 4928.143(B)(2), 
Revised Code, aUow for a generation-rdated, non-bypassable 
charge for the recovery of consfruction costs. Therefore, 
according to lEU, there is no basis tmder Section 
4928.143(B)(2)(d), Revised Code, to approve fee Pool 
Termination Rider (PTR). 

AEP-Ohio notes tiiat whUe Section 4928.143(B)(2)(b) and (c). 
Revised Code, specificaUy requfre feat the charges established 
feere under be nonbypassable, subdivision (d) contains no such 
requfrement AEP-Ohio reasons that Section 4928.143(B)(2)(d), 
Revised Code, specificaUy grants fee Conunission fee aufeority 
to establish a non-bypassable charge as part of an ESP. 

The Commission finds feat lEU's argument is wifeout merit 
Section 4928.143(B)(2)(d), Revised Code, specificaUy permits 
fee Coinmission to consider fee "bypassabiUty" of fee "[tjerms 
conditions or charges relating to Hmitations on customer 
shopping for retaU elecfric generation service ... as would have 
fee effert of stabUizing or providing certainty regarding retaU 
electric service" as a component of an ESP. The Commission 
interprets the language in this section to grant fee Commission 
tae autaority to approve a particular component of an ESP as 
bypassable or non-bypassable. Thus, we deny lEU's request 
for rehearing. 

(13) lEU also argues that tae Commission faUed to make tae 
necessary findings to demonsfrate fhat tae PTR would have tae 
effect of StabUizing or providing certainty regarding retaU 
elecfric service. EEU asserts taat nothing in tae record in this 
case demonsfrates feat fee Pool Agreement prevented an 
auction for fee provision of standard offer service (SSO) and 
cUd not have any bearing on fee Commission's condusion in 
AEP-Ohio's Capacity Case.^ Accordingly, lEU reasons that 
feere is no basis for fee Commission to conclude feat 
termination of fee Pool Agreement is "key to fee establishment 
of effective competition." lEU reasserts feat fee PTR recovers 
from retaU customers lost wholesale Pool Agreement revenue 
and shUts AEP-Ohio's wholesale risks to retaU customers. 
Therdore, lEU submits that feere is no basis for fee 
Coinmission to find that fee PTR has fee effect of providing 

In re AEP-Ohio, Case No. 10-2929-EL-UNQ Order Quiy 2,2012). 
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certainty or stabUity in fee provision of retaU electric service to 
retaU customers. 

Hi its memorandum contra, AEP-Ohio submits feat lEU's claim 
feat an increase in service offers is not eqmvalent to certainty or 
stabiHty in service is misplaced. AEP-Ohio states, as it and 
ofeer parties to this proceeding have previously asserted, that 
fee nature of fee Pool Agreement has historically been to 
stabilize rates for Ohio ratepayers and, on that basis, AEP-Ohio 
claims feat fee PTR, feerdore, qualifies as a charge that woiUd 
have fee effect of stabUizing or providing certainty regarding 
retaU electric service in compHance wife fee requfrements of 
Section 4928.143(B)(2)(d), Revised Code. Furfeer, AEP-Ohio 
emphasizes fee rationale offered in fee August 8 Order, that 
fee PTR serves as an incentive for AEP-Ohio to move to a 
competitive market to the benefit of its shopping and non-
shoppfrig customers. Furfeermore, AEP-Ohio explains feat fee 
rationale offered in fee August 8 Order is consistent wife the 
reasoning offered by fee Commission in fee January 30 EOR, 
which is essentially feat termination of fee Pool Agreement and 
increases in service offers likdy wiU promote price stabiUty, 
through fee development of a more robust and fransparent 
retaU electric service market. Wife feat understanding, AEP­
Ohio reasons that fee Commission properly determined that 
Section 4928.143(B)(2)(d), Revised Code, authorizes fee PTR 
and adequately explained fee basis for its decision 

We find no merit in lEU's claims that fee Commission faUed to 
make the necessary findings to demonstrate that fee PTR 
would have fee effect of stabUizing or providing certainty 
regarding retaU elecfric service. WhUe fee Coinmission 
reconsidered its statatory basis for approval of fee PTR in fee 
January 30 EOR, fee rationale for approval has not changed. 
As noted in fee August 8 Order "fee PTR serves as an incentive 
for AEP-Ohio to move to a competitive market to fee benefit of 
its shopping and non-shopping customers, wifeout regard to 
the possible loss of revenue assodated Vidth fee termination of 
the Pool Agreement" (Order at 49). The basis for Ohio dectric 
UtUities fransitioning to a competitive market is to encourage 
retaU electric suppHers to pursue customers wife a variety of 
service offers. A competitive market wUl ultimately result in 
more offers for retaU elertric service for shopping customers 
and put pressure on AEPOhio to retain non-shopping 
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customers wife better service offeis. Nonefeeless, fee 
Commission limited AEP-Ohio's right to recover under fee 
PTR (January 30 EOR at 59-60), and even assuming that fee 
conditions for pursuing recovery under fee PTR were met, 
AEP-Ohio maintained fee burden set forfe in Section 4928.143, 
Revised Code, to first file an application to "demonsfrate fee 
extent to which fee Pool Agreement benefitted Ohio ratepayers 
over the long-term and the extent to which fee costs and/or 
revenues should be allocated to Ohio ratepayers... feat any 
recovery it seeks under fee PTR is based upon costs which 
were prudentiy incurred and are reasonable" (Order at 49). 
Thus, at this juncture, fee PTR has only been approved to 
facUitate fee possibiUty of recovery. The Commission finds 
that fee rationale previously offered is sufficient to aUow AEP­
Ohio fee possibUity to file an appHcation for recovery under fee 
PTR and, feerefore, we deny lEU's appHcation for rehearing. 

(14) FinaUy, EEU again asserts, as argued in its appHcation for 
rehearing of fee August 8 Order, that fee approval of fee PTR, 
violates Sections 4928.02(H) and 4928.17, Revised Code. EEU 
submits that Section 4928.02(H), Revised Code, prohibits fee 
recovery of any generation-related coste through distribution 
or fransmission rates after corporate separation is effective. 

In response, AEP-Ohio notes feat fee lEU made fee same 
argumente in its application for rehearing of fee August 8 
Order which were rejected by fee Commission in fee January 
30 EOR. AEP-Ohio recommends feat fee Commission decline 
to consider fee argument again on rehearmg. 

In yet anofeer attempt to support its arguments about Section 
4928.02(H), Revised Code, lEU overstates fee January 30 EOR 
and the Sporn Decision.^ We feoroughly considered and 
addressed feese claims Hi fee January 30 EOR. lEU fails to 
raise any new arguments which persuade fee Commission feat 
approval of fee PTR violates Sections 4928.02(H) and 4928.17, 
Revised Code. Thus, we must again deny EEU's request for 
rehearing. 

It is, feerefore. 

In re Ohio Power Company, Case No. 10-1454-EL-RDR^ Finding and Order January 11,2012). 



11-346-EL-SSO, etal. -8-

ORDERED, That fee appUcations for rehearing of fee January 30 EOR fUed by OCC 
and lEU are denied as discussed herein. It is, furfeer, 

ORDERED, That a copy of this Second Entry on Rehearing be served on all parties 
oi record. 

THE PUBLIC UHLIHES COMMISSION OF OHIO 

M. Beth Trombold 

GNS/JTT/vrm 

Entered fri fee Journal 

Barcy F. McNeal 
Secretary 


