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1. Introduction 
 

The Energy Professionals of Ohio (EPO) files its post-hearing brief in this proceeding.  As 

discussed below, the Commission should reject Rider Power Purchased Agreement (Rider 

PPA) because it serves as a subsidy to AEP-Ohio affiliated generating assets rather than a 

market hedge for customers, the market for generation service in Ohio has already developed 

multiple products for customers who wish to avoid market volatility and therefore a regulatory 

hedge forced upon customers is unnecessary, Rider PPA actually exposes customers to market 

volatility who have independently sought to avoid such risk.  Finally, if the Commission were to 

approve Rider PPA it should only be open OVEC assets and not future PPAs. 

2. Rider PPA is a Subsidy, Not a Hedge 

AEP-Ohio claims that Rider PPA will provide a hedge against market volatility and stabilize 

customer rates.1  As explained by witness Vegas, Rider PPA “takes the net effect of selling that 

energy and capacity from OVEC into the market and it provides it to customers in the form of 

a financial hedge.”2  Upon further questioning, Mr. Vegas agreed that Rider PPA would provide 

assurances to AEP Ohio of recovery of any costs that were not fully recovered in the market.3  

Put another way, Rider PPA ensures that AEP Ohio will fully recovery their respective costs of 

operating the OVEC assets even if those costs are more expensive than market pricing.  

Customers only benefit if OVEC’s costs are below market.  While benefits to customers are 

can only be expected when market prices are higher than OVEC’s operating costs, something 

no one can predict, AEP Ohio can expect to always have its share of OVEC’s costs covered by 

ratepayers under the Rider PPA proposal.  Guaranteed cost recovery is a subsidy that may 

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
1	  AEP Ohio Exhibit 2 at 13, lines 7-8. 
2 Tr. I Page 29 
3 Id. at 29-30 
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allow OVEC to underbid the market knowing that, at a minimum, ratepayers will always cover 

its costs.  Finally, as witness Vega made clear in cross-examination, the Commission has no 

ability to review the prudency of OVECs costs – it may only file a compliant with FERC if it 

believes a cost was not prudent.4 

3. The Market Has Already Address Volatility 

While AEP repeatedly contends that Rider PPA is designed to stabilize customer rates,5 this 

type of one-size-fits-all approach is unnecessary.  The market in Ohio already provides 

customers, all the way from residential to the largest industrial, with fixed price contracts that 

remove volatility for the customer.  In fact, a quick perusal of the PUCO’s Apples to Apples 

comparison chart for residential customers in AEP-Ohio’s service territory found at least one-

dozen products6 for customers that offer fixed price contracts for a term of at least twenty-

four months.  Customers should be allowed to select the product that addresses their needs 

and ability to manage volatility. 

4. Rider PPA Inserts Volatility Into Customer’s Bills 

As proposed, Rider PPA would only be updated on an annual basis7 and would be the net 

result of OVECs operating costs as compared to the value of its output in the market.  As such, 

Rider PPA is a reflection of market volatility.  Many customers who have already signed fixed 

price contracts have insulated themselves against market volatility via their power contract.  

Requiring those customers to now pay, or receive a credit, via Rider PPA subverts their desire 

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
4 Tr. I pages 32-33. 
5 Among others already mentioned, Witness Allen again assets this claim his written testimony.  
AEP Ohio Exhibit 7, page 8. 
6 
http://www.energychoice.ohio.gov/ApplesToApplesComparision.aspx?Category=Electric&Territ
oryId=2&RateCode=1 
7 AEP Ohio Exhibit 7, page 11.	  
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to insulate themselves from the market.  The Commission should not approve a mechanism 

that inserts market volatility into customers’ bills when the customers’ have expressly made the 

decision to insulate themselves against such. 

5. Should the Commission Approve Rider PPA, It Should be Limited to Only 

OVEC 

Rider PPA protects AEP Ohio from any risk of under-recovering its share of costs in OVEC 

without any ability of the Commission to review the prudency such costs.  When considering if 

Rider PPA should be open to future PPA’s, while OVEC may present a unique circumstance, 

AEP GenCo’s assets do not.  Witness Vega noted that AEP-Ohio has only considered assets 

“that we have a familiarity with which would be owned by the AEP GenCo, formerly owned by 

AEP Ohio, and not any other assets outside of that.”8  While the desire to ensure all affiliates 

under a corporate umbrella obtain preferential treatment is rational, it runs counter to Ohio 

law and policy, which gives the Commission no authority over generation costs9.  Because the 

Commission has no authority over generation costs it would not be prudent to leave open a 

rider that would allow non-regulated generating assets the ability to receive guaranteed 

recovery of costs at the expense of Ohio ratepayers. 

6. Conclusion 

The PUCO should reject AEP Ohio’s request for Rider PPA because its purported goals are 

not achieved by its operation and the market has already developed measures that allow 

customers to choose how to best insulate themselves from market volatility.  Should Rider PPA 

be approved, it should be expressly limited to AEP-Ohio’s interest in OVEC’s plants.  Ohio is 

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
8	  Tr. I, Page 26. 
9 The aforementioned direct testimony of AEP-Ohio witness Vega (Tr. I, pages 32-33) and staff 
witness Choueiki (Tr. XII, pages 2880-2881) seem to agree that the Commission has no 
authority at all over the costs of generation.	  	  
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no longer in the business of providing power plants with a cost-plus guarantee as Rider PPA 

allows. 

      Respectfully Submitted, 

      /s/ Kevin Schmidt 
      Kevin R Schmidt (0086722) 
      Counsel for the Energy Professionals of Ohio 
      88 East Broad Street, Suite 1770 
      Columbus, OH 43215 
      (614) 507-1050 
      schmidt@sppgrp.com 
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