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NOTICE OF APPEAL 

Appellant, the Office of the Ohio Consumers' Counsel ("OCC"), consistent with R.C. 

4903.11 and 4903.13, and S.CtPrac.R. 3.11(A)(2), 3.11(C)(2), and 10.02, gives notice to this 

Court and to the Public Utilities Commission of Ohio ("Appellee" or "PUCO") of this appeal 

taken to prevent customers from paying hundreds of millions of dollars in government-

ordered subsidies for electricity that is supposed to be priced according to competitive 

markets. 

The appeal is taken from decisions of the PUCO issued in the electric security plan 

("ESP") proceedings of Ohio Power Company ("Ohio Power"), Case No. 13-2385-EL-SSO 

et al. The decisions being appealed are the PUCO's Opinion and Order entered in its Journal 

on February 25, 2015 (Attachment A), and the PUCO's Entries on Rehearing entered in the 

PUCO's Journal on April 22, 2015 and May 28, 2015 (Attachments B and C)' in Case No. 

13-2385-EL-SSO etal. 

Appellant is the statutory representative, as established under R.C. Chapter 4911, of Ohio 

Power's 1.2 million residential customers. OCC was a party of record in the above-referenced 

PUCO cases. 

On March 27, 2015, OCC filed, in accordance with R.C. 4903.10, an Application for 

Rehearing from the PUCO's February 25,2015 Opinion and Order. By Entry dated April 22, 

2015, the PUCO granted rehearing for further consideration of the matters specified in 

numerous parties' applications for rehearing. The PUCO issued its first substantive Entry on 

Rehearing on May 28, 2015. In that Entry, it granted in part, denied in part, and deferred 

ruling in part on various issues raised in the applications for rehearing. 

Per S.Ct.Prac.R. 10.02(A)(2), the decisions being appealed are attached. 



On June 29, 2015, OCC filed a second Application for Rehearing, in accordance with 

R.C. 4903.10. This application for rehearing was limited to the PUCO's new findings 

pertaining to the deferred ruling on certain assignments of error in its first Entry on 

Rehearing issued May 28, 2015. On July 22,2015, the PUCO granted rehearing for further 

consideration of the matters specified in OCC's second Application for Rehearing. 

Appellant files this Notice of Appeal complaining of errors in the PUCO's February 

25, 2015 Opinion and Order, and the April 22, 2015 and May 28, 2015 Entries on Rehearing 

(collectively, the "ESP Orders"). OCC alleges that the ESP Orders are unlawful and 

unreasonable in the following respects, all of which were raised in OCC's Application for 

Rehearing: 

1. The PUCO is preempted from approving Ohio Power's proposed power 

purchase agreement rider by the Federal Power Act, through the 

Supremacy Clause of the U.S. Constitution, and specifically, the doctrines 

of field and conflict preemption. 

2. The PUCO's approval of the placeholder power purchase agreement rider 

is unreasonable and unlawful because: 

a. the electric security plan Orders are not supported by findings of 

fact made from the record in this proceeding, as required by R.C. 

4903.09; 

b. R.C. 4928.143(B)(2). and specifically R.C. 4928.143(B)(2)(d), do 

not permit an electric security plan to include a "financial 

limitation on customer shopping;" 



c. the power purchase agreement rider does not provide rate stability 

or certainty to customers as required by R.C. 4928.143(B)(2)(d) 

because the Ohio Valley Electric Company's costs are not fixed 

and stable, and because the power purchase agreement rider will 

not rise and fall in the opposite direction of the market as 

theorized; 

d. the power purchase agreement rider is an anti-competitive subsidy 

prohibited by R.C. 4928.02(H) because it permits the utility to 

collect generation-related costs through distribution rates; 

e. the power purchase agreement rider is an unlawful transition 

charge under R.C. 4928.39 because it requires AEP Ohio's 

customers to pay for Ohio Power's (and its affiliate's) lost 

generation revenues; and 

f. the electric security plan Orders contain an asymmetric 

"severability provision" to address a potential rejection of the 

approved power purchase agreement rider without requiring the 

rider to be collected from customers subject to refund. 

3. The PUCO erred by finding that the electric security plan was more 

favorable in the aggregate than the market rate offer under R.C. 

4928.143(C)(1), considering that the PUCO failed to quantify the costs the 

placeholder power purchase agreement rider would impose on AEP 

Ohio's customers over the three year term of the electric security plan. 



WHEREFORE, OCC respectfully submits that the PUCO's February 25, 2015 Opinion and 

Order and its two Entries on Rehearing are unreasonable and unlawful, and should be reversed or 

modified with instructions to the PUCO to correct the errors complained of herein. 

BRUCE J. WESTON 
OHIO CONSUMERS' COUNSEL 
(Reg. No. OQl 6973) 
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The Commission, having considered the above-entitled application, and the record 
in these proceedings, hereby issues its Opinion and Order in these matters. 

APPEARANCES: 

Steven T. Nourse and Matthew J. Satterwhite, American Electric Power Service 
Corporation, One Rtveiside Plaza, 29di Floor, Columbus, Ohio 43215-2373, Porter, W r i ^ t , 
Morris & Arthur, LLP, by Daniel R. Conway, 41 South High Street, Columbus, Ohio 43215, 
and Steptoe & Johnson LLP, by Jacob A. Bouknight, 1330 Connecticut Avenue, NW, 
Washington, D,C. 20036, on behalf of Ohio Power Company. 

Mike DeWine, Ohio Attomey General, by Werner L. Margard III and Katie L. 
Johnson, Assistant Attorneys General, 180 East Broad Street, Coltmibus, Ohio 43215-3793, 
on behalf of the Staff o£ die Public Utilities Commission of Ohio. 

Bruce J. Weston, Ohio Consumers' Coimsel, by Maureen R. Grady and Joseph P. 
Serio, Assistant Consumers' Cotmsel, 10 West Broad Street, Suite 1800, Columbus, Ohio 
43215-3485, on behalf of the residential utility consumers of Ohio Power Company. 

Boehm, Kurtz & Lowry, by David F. Boehm, Michael L. Kurtz, Kurt J. Boehm, and 
Jody Kyler Cohn, 36 East Seventh Street, Suite 1510, Cincinnati, Ohio 45202, on behalf of 
Ohio Energy Group. 

McNees, Wallace & Nurick, LLC, by Samuel C. Randazzo, Frank P. Darr, and 
Matdiew R Pritchard, 21 East State Street, 17tii Floor, Columbus, Ohio 43215, on behalf of 
Industrial Energy Users-Ohio. 

Carpenter, Upps & Leland, LLP, by Kimberly W. Bqko, Rebecca L. Hussey, and 
Jonathan A. Allison, 280 North High Street, Suite 1300, Columbus, Ohio 43215, on behalf of 
Ohio Mantifacturers' Association Energy Group. 

Taft, Stettinius & Hoilister, LLP, by Mark S. Yurick, 65 East State Street, Suite 1000, 
Columbus, Ohio 43215, on behalf of The Kroger Company. 

Spilman, Thomas & Battle, PLLC, by Lisa M Hawrot, 1233 Main Street, Suite 4000, 
Wheeling, West Virginia 26003, and Derrick Price Williamson, 1100 Bent Creek Boulevard, 
Suite 101, Mechanicsburg, Pennsylvania 17050, on behalf of Wal-Mart Stores East, LP, and 
Sam's East, Inc. 

Bricker & Eckler, LLP, by Thomas J. O'Brien and Dylan F. Borchers, 100 South Third 
Street, Columbus, Ohio 43215-4291, and Richard L. Sites, 155 Bast Broad Street, 15th Hoor, 
Columbus, Ohio 43215-3620, on behalf of Ohio Hospital Associatioxu 
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Judi L. Sobedd, 1065 Woodman Drive, Dayton, Ohio 45432^ on behalf of Dayton 
Power and Light Company. 

Elizabeth Watts and Rocco IXAscenzo, 139 East Fourth Street, Cincinnati, Ohio 
45202, on behalf of Duke Energy Ohio, Inc. 

Thompson Hine, LLP, by Philip B. Sineneng; 41 South High Street, Suite 1700, 
Columbus, Ohio 43215, on behalf of Duke Energy Retail Sales, LLC and Duke Energy 
Cotnmercial Asset Management, Inc. 

Mark A. Hayden, Jacob A. McDermott, and Scott J. Casto, FirstEnergy Service 
Company, 7^ South Main Street, Akron, Ohio 44308, and Latham & Watkins LLP, by 
David L. Schwartz, ^ h Eleventh Street NW, Suite 1000, Washington, D,C 20004-1304, on 
behalf of FirstEnergy Solutions Corporation. 

Bell & Royer Co., LPA, by Barth E. Royer, 33 South Grant Avenue, Columbus, Ohio 
43215-3927, and Gary A. Jeffries, Dominion Resources Services, Inc., 501 Martindale Street, 
Suite 400, Pittsburgh, Pennsylvania 15212-5817, on behalf of Dominion Retail, Inc. d / b / a 
Dominion Energy Solutions. 

Whitt Sturtevant, LLP, by Mark A. Whitt and Andrew J. Campbell, 88 East Broad 
Street, Suite 1590, Columbus, Ohio 43215, and Vincent Parisi and Lawrence Friedeman, 
6100 Emerald Parkway, Dublin, Ohio 43016, on behalf of Interstate Gas Supply, Inc. 

Joseph M. Qark, 21 East State Street, 19th Floor, Colxmibus, Ohio 43215, on behalf 
oi Direct Energy Services, LLC and Direct Energy Business, LLC. 

Vorys, Safer, Seymour & Pease, LLP, by M. Howard Petricoff, Stephen M. Howard, 
Michael J. Settineri, and Gretchen L. Petrucd, 52 East Gay Street, P.O. Box 1008, Columbus, 
Ohio 43216-1008, on behalf of Constellation NewEnergy, Inc. and Exelon Generation 
Company, LLC. 

Vorys, Sater, Seymour & Pease, LLP, by M. Howard Petricoff, Stephen M. Hovirard, 
and Gretchen L. Petrucci, 52 East Gay Sbreet, P.O. Box 1008, Columbus, Ohio 43216-1008, 
on behalf of Retail Energy Supply Association. 

Colleen L. Mooney, 231 West Lima Street, Findlay, Ohio 45839-1793, on behalf of 
Ohio Partners for Affordable Energy. 

Michael R. Smalz, Ohio Poverty Law Center, 555 Butties Avenue, Colmnbus, Ohio 
43215-1137, on behalf of Appalachian Peace and Justice Network. 
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Trent Dougherty, 1207 Grandview Avenue, Suite 201, Columbus, Ohio 43212, and 
John Finnigan, 128 Winding Brook Lane, Terrace Park, Ohio 4517^ on behalf of Ohio 
Environmental Courudl and Envirorunental Defense Fund. 

Robert Kelter and Madeline Fleisher, 1207 Grandview Avenue, Suite 201, 
CoItunbuB, Ohio 43212, on behalf of Enviroianental Law & Policy Center. 

Samantfia Williams, 20 North Wacker Drive, Suite 1600, Chicago, Illinois, 60606, on 
behalf of Natural Resoturces Defense Council. 

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

Bricker & Eckler, LLP, by J. Thomas Siwo, 100 South Third Street, Coltunbus, Ohio 
43215-4291, on behalf of Paulding Wind Farm II LLC 

Kevin R. Schmidt, 88 East Broad Street, Suite 1770, Columbus, Ohio 43215, on behalf 
of Energy Professionals of Ohio. 
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OPINION: 

L HISTORY OF THE PROCEEDINGS 

Ohio Power Company d/h/a AEP Ohio (AEP Ohio or the Company)^ is a public 
utility as defined in R.C 4905.02 and an electric utility as defined in RC. 4928.01(A)(11), 
and, as such, is s u l ^ t to the jurisdiction of this Commission. 

On December 20, 2013, AEP Ohio filed an application for a standard service offer 
(SSO) piu:suant to R.C. 4928.141. The application is for approval of an electric sectirity 
plan (ESP) in accordance with R.C 4928.143. As proposed, AEP Ohio's ESP would 
commence on June 1, 2015, and continue through May 31, 2018, and will be referred to 
herein as ESP 3. According to the application, for all customer classes, customers are 
expected to experience average aimual rate changes rangmg from -27 percent to 6 percent 
during the K P p)eriod. The application proposes the recovery of other costs through 
various riders during the term of the ESP. In addition, the application contains provisions 
addressing distribution service, economic development, alternative energy resource 
requirements, and energy efficiency requirements. 

By Entry issued on December 27,2013, a technical conference regarding AEP Ohio's 
application was scheduled, which occurred on January 8, 2014. By Entry issued on 
January 24, 2014, the procedural schedule in these matters was established. A prehearing 
conference was held on May 27, 2014, and the evidentiary hearing commenced on June 3, 
2014, and concluded on Jime 30, 2014. The Commission also scheduled five local public 
hearings throughout AEP Ohio's service territory, AEP Ohio filed proof of publication of 
notice of the local public hearings on June 4,2014. 

The following parties were granted intervention by Entries dated April 21, 2014, 
and May 21, 2014: Industrial Energy Users-Ohio (lEU-Ohio); Ohio Consumers' Counsel 
(OCC); Ohio Energy Group (OEG); Dominion Retail, Inc. d /b/a Dominion Energy 
Solutions (Dominion); Duke Energy Ohio, Inc. (Duke); Ohio Hospital Association (OHA); 
Duke Energy Retail Sales, LLC (DERS); Duke Energy Conunercial Asset Management, Inc. 
(DECAM); Interstate Gas Supply, Inc. (IGS); Ohio Manufacturers' Association Energy 
Group (OMAEG); FirstEnergy Solutions Corp. (FE^; Ohio Partners for Affordable Energy 
(OPA£); The Kroger Company (Kroger); The Dayton Power and Ligjit Company (DP&L); 
Environmental Defense Fund (EDF); Ohio Environmental Council (OEQ; Direct Energy 
Services, LLC and Direct Energy Business, LLC 0ointly, Direct Energy); Appalachian Peace 
and Justice Network (APJN); Retail Energy Supply Association (RESA); Constellation 

On Maich 7, 2012, the Coocunisslon approved and confirmed the merger of Columbus South^n Vovtei 
Qompany ( C ^ into Ohio Power Compai^' (OP). In re Ohio Power Oanpany and Cdumhus SauGtertt Pmaer 
Company, Case No. 10-2376-EL-UNC, Entiy (Mar. 7,2012). 
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NewEnergy, Inc. and Exelon Generation Company, LLC (jointly. Constellation); 
Envirorunental Law & Policy Center (ELPQ; Wal-Mart Stores East, LP and Sam's East, Inc. 
(jointly, Walmart); Natural Resources Defense Covmcil (NRDC); Border Energy 0ectric 
Services, Inc. (Border Energy); EnerNOC, Inc. (EnerNOC); Paulding Wufid Farm II LLC 
(Paulding II); and Energy Professionals of Ohio (EPO). On October 3,2014, Border Energy 
filed a notice of withdrawal from these proceedings. 

At Hie evidentiary hearing, AEP Ohio offered the direct testimony oi 32 witnesses in 
support of the Company's application, while 2 witnesses offered rebuttal testimony on 
behalf of the Company, Additionally, 21 v*dtnesses testified on behalf of various 
intervenors and 13 witnesses testified on behalf of Staff. At the local public hearings held 
in these matters, a total of 11 witnesses testified- Briefe and reply briefs were filed on 
July 23,2014, and August 15,2014, respectively. At AEP Ohio's request, an oral argument 
regarding the Company's proposed power piu:chase agreement (PPA) rider was held 
before the Commission on December 17,2014. 

A. Sumirtary of the Local Public Hearings 

Five local public hearings were held in order to allow AEP Ohio's customers the 
opportunity to express their opinions regarding the issues in these proceedings. Four 
evening hearings were held hi Columbus, Lima, Canton, cmd Marietta. An afternoon 
hearing was also held in Columbus. At these hearings, public testimony was heard from 
individuals on behalf of the Discovery District Civic Association; Allen Economic 
Development Group; Lima/Allen County Chamber of Commerce; Sprinkler Fitters Local 
Union 669 and the Lima Building and Construction Trades Council; Columbus/Central 
Ohio Building and Construction Trades Council; United Way of Central Ohio; YWCA 
Columbus; Timken Company (Timken); Parkersburg-Marietta Building and Construction 
Trades Cotmcil; Appalachian Partnership for Economic Growth; and Lawrence Cotmty 
Emergency Management Agency. In addition to the public testimony, numerous letters 
were filed by ctistomers raising concerns in response to AEP Ohio's ESP application, most 
of which convey opposition to the Company's proposed PPA rider, although a few of the 
letters address the Company's recent storm damage recovery rider (SDRR) proceeding. In 
re Ohio Poxver Company, Case No, 12-3255-EL-RDR (Storm Damage Case), OpiiUon and 
Order (Apr. 2,2014). 

At each of the local public hearings, witnesses testified in support o£ AEP Ohio's 
ESP application. In particular, witnesses testified on behalf of various non-profit 
organizations and community groups that value AEP Ohio's charitable support of their 
organizations. These witnesses emphasized that AEP Ohio maintains a positive corporate 
presence in the local community and promotes economic development endeavors 
throughout the Company's service territory. Members of local unions and building and 
construction trades councils also testified in support of AEP Ohio's proposed ESP, 
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explaining that it would not only allow the Company to retain jobs, but also create new 
jobs as the Company continues to expand its infrastructure throughout the region. Finally, 
Timken's representative expressed support for certain aspects of AEP Ohio's ESP 
application and opposition to others, consistent with OEG's jjosition in these proceedings, 
and concluded by urging the Commission to consider the impact of the proposed ESP on 
large energy-consuming customers such as Timken. 

B. Procedural Matters 

On May 6,2014, OCC and lEU-Ohio filed motions for protective order with respect 
to the confidential versions of the direct testimony of James F. Wilson (OCC Ex. 15) and 
Kevin M. Murray (lEU-Ohio Ex. lA), respectively. On May 8, 2014, OEG filed a 
confidential version of Exhibit AST-2, as an exhibit to the testimony of Alan S. Taylor 
(OEG Ex. 3A). On May 9, 2014, AEP Ohio filed a motion for protective order seeking 
protection of the confidential versions of the direct testimony of Mr. Wilson and 
Mr. Murray, as well as Mr. Taylor's Exhibit AST-2. AEP Ohio contends that the redacted 
testimony and exhibit constitute competitively sensitive and proprietary trade secret 
information. Specifically, AEP Ohio notes that the redactions pertain to the Company's 
cost and earnings forecast related to its ownership interest in the Ohio Valley Electric 
Corporation (OVEC) and the projected future performance of the assets. AEP Ohio asserts 
that the information is the product of original research and development, has been kept 
confidential, and, as a result, retains substantial economic value to the Company by being 
kept confidential. According to AEP Ohio, public disclosure would enable third parties to 
gain information about the costs and operations of the OVEC assets that may impair the 
Company's ability to sell their output at the best price and weaken the benefits of the 
proposed PPA rider, thereby harming the Company and its customers. 

Following a review of the documents filed under seal, the attomey examiners 
requested, at the outset of the evidentiary hearing, that AEP Ohio coordinate vrith OCC, 
lEU-Ohio, and OEG to redact only the confidential trade secret uiformation ui the 
testimony and supporting exhibits and to file the revised doounents by Jtme 6, 2(̂ 14. 
Consistent with the attomey examiners' ruling, revised public versions of tiie testimony of 
OCC witness Wilson and lEU-Ohio witness Murray were filed on June 6, 2014, On 
Jtme 18,2014, a revised public version of OEG witness Taylor's Exhibit AST-2 was filed. 

On October 14,2014, AEP Ohio filed a second motion for protective order, seeking 
to protect Company Exhibits 8A and 10, OCC Exhibits 4 and 16, lEU-Ohio Exhibit 8, and 
OMAEG Exhibit 3, which were admitted into the record dtwing the evidentiary hearmg; 
the confidential portions of fhe hearing transcripts (Voliune HI); and, again, the 
confidential portions of the direct testimony of OCC witness Wilson, lEU-Ohio writness 
Murray, and OEG witness Taylor. AEP Ohio explains that most oi the confidential 
information constitutes market price projections and imit-spedfic cost estimates that are 
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used to model unit dispatch scenarios, while other confidential irtformation relates to the 
Company's existing coal contracts. AEP Ohio asserts that public disclosure of the 
confidential information would disadvantage the Company and its generation affiliates, 
because it would enable competitors and potential suppliers to learn the structure and 
sources of the Company's market price projections, unit-specific cost expectations, and 
proprietary coal contract terms. AEP Ohio also notes that it has provided redacted public 
versions of the confidential hearing transcripts and exhibits. No memoranda contra were 
filed with respect to any of the motions for protective order. 

The Conunission finds that the information that is the subject of the motions for 
protective order filed by AEP Ohio, OCC, and lEU-Ohio constitutes confidential and 
proprietary trade secret information. We, iherefore, find that the motions for protective 
order filed by AEP Ohio, OCC, and lEUOhio are reasonable and should be granted. 
Pursuant to Ohio Adm.Code 4901-1-24(F), AEP Ohio Exhibits 8A and 10, OCC Exhibits 4 
and 16, lEU-Ohio Exhibit 8, and OMAEG Exhibit 3; the confidential portions of the hearing 
transcripts (Volume III); and the confidential versions of the direct testimony of OCC 
witness Wikon, lEU-Ohio witness Murray, and OEG witness Taylor sliall be granted 
protective treatment for 24 months from the date of this Opinion and Order. Any request 
to extend the protective order must be filed at least 45 days in advance of the expiration 
date. 

II. DISCUSSION 

A. Applicable Law 

R.C. Chapter 4928 provides an integrated s5retem of regulation in which specific 
provisions were designed to advance state policies oi ensuring access to adequate, reliable, 
and reasonably priced electric service in the context of significant economic and 
environmental challenges. In reviewing AEP Ohio's application, the Conunission is 
cognizant of fhe challenges facung Ohioans and the electric industry and is guided by the 
policies of the state as established by the General Assembly in R.C 4928.02, as amended by 
Amended Substitute Senate Bill 221 (SB 221). 

In addition, SB 221 enacted R.C. 4928.141, which provides that, begirming on 
January 1,2009, electric utilities must provide constuners with an SSO, consisting of either 
a market rate offer (MRO) or an ESP, The SSO is to serve as the electric uti l i t /s default 
service. R.C. 4928.143 sets out the requirements for an ESP. Piursuant to R.C 
4928.143(B)(1), an ESP must include provisions relating to the supply and pricing of 
generation service. The ESP, according to R-C 4928.143(B)(2), may also provide for the 
automatic recovery of certain costs, a reasonable allowance for certain construction work 
in progress, an unavoidable surcharge for the cost of certain new generation facilities, 
charges relating to certain subjects that have the effect of stabilizing or providing certainty 
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regarding retail electric service, automatic increases or decreases in components of ttie SSO 
price, provisions to allow securitization of any phase-in of the SSO price, provisions 
relating to transmission-related costs, provisions related to distribution service, and 
provisions regarding economic development. R.C. 4928.143(C)(1) provides tiiat the 
Commission is required to approve, or modify and approve, the ESP, if the ESP, including 
its pricing and all other terms and conditions, including deferrals and futmre recovery of 
deferrals, is more favorable in the aggregate as compared to the expected results that 
would otherwise apply under R.C. 4928.142. 

B, Analysis oi the Application 

1. Power Purchase Agreement Rider 

(a) AEPOhio 

In this ESP, AEP Ohio requests approval of a non-bypassable PPA rider to be used 
as a hedge against future market volatility, in order to stabilize customer rates. Initially, 
the proposed PPA rider would be based solely on AEP Ohio's OVEC contractual 
entiliement from the Kyger Creek and Qifty Creek generating stations, although the 
Company seeks to reserve the opportunity to include additional PPAs m the rider. As 
proposed, AEP Ohio's OVEC contractual entitlement, including energy, capacity, and 
ancillaries, would be sold into the PJM Interconnection, LLC (PJM) market and, after 
deducting all associated costs from the revenues, the proceeds fi:om the OVEC contractual 
entitlement, whether a credit or a debit, would accrue to Ohio ratepayers. AEP Ohio 
submits that selling the OVEC entitiement into the PJM market elin^nates any adverse 
impact on the SSO auctions and does not affect the opportunity of competitive retail 
electric service (CRES) providers to compete for customers. OVEC's costs, according to 
AEP Ohio witnesses Vegas and Allen, are relatively stable, in comparison to the whol^ale 
power market, and rise and fall in a manner that is counter-cyclical to the market, thereby 
creating the PPA rider's hedging effect for ratepayers. AEP Ohio proposes that the PPA 
rider would be adjusted annually to reconcile projected expenses and revenues with actual 
data. AEP Ohio also notes, regarding the possible expansion of the PPA rider, that the 
Company is only considering the inclusion oi iutare PPAs with its affiliates. (Co, Ex. 1 at 
8; Co. Ex. 2 at 13; Co. Ex. 7 at 8-10; Co. Ex. 8B; Tr. I at 26,110-111; Co. Br. at 22-24.) 

AEP Ohio proposes to provide the prqected expenses and revenues to be used to 
populate the PPA rider shortly after a Conunission decision regarding tfiis ESP or early in 
the first quarter of 2015. However, AEP Ohio also provided an estimated rate impact for 
the OVEC portion of the PPA rider dming the coturse of the hearing. Iiutially, on cross-
examination, AEP Ohio witness Vegas testified that $52 million was a reasonable estimate 
of the net cost of the PPA rider, over the three-year term of the ESP, based on the latest 
available OVEC cost data (OMAEG Ex. 3; Tr. I at 110; Tr. U at 498,507-508). Later, during 
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his cross-examination, AEP Ohio witness Allen testified to an $8.4 million esthnated net 
benefit, during the term of the ESP, based, in part, on achievement of cost reductions 
associated with OVEC's LEAN initiative (Tr. II at 484-486, 506; Co. Ex. 8B). Specifically, 
AEP Ohio estimates the PPA rider to be a $6.2 million cost in year one, a $2.8 million 
benefit hi year two, and an $11.8 million benefit in year three, for a total PPA mechanism 
benefit of $8.4 million. According to AEP Ohio's estimate, the hedge would equate to an 
average credit of seven cents per megawatt-hour (MWh) over the term of the ESP. (Co. Ex. 
33 at 9-10; Tr. U at 484485,508,55Z 569-570; Tr. XIH at 3257-3258.) 

AEP Ohio explained that OVEC was originally formed m 1952 by investor-owned 
utilities, known as sponsoring companies, to provide electricity to a uranimn enrichment 
facility located near Portsmouth, Ohio. AEP Ohio further explained that OVEC's contract 
with the federal government to supply electricity was terminated in 20(B. Since the 
termination of the contract vwth the federal government, AEP Ohio, as a sponsoring 
company of the OVEC i^cilities, is entitied to 19.93 percent of OVEC's power participation 
ben^its and requirements under the Amended and Restated Inter-Company Power 
Agreement (ICPA) executed by the sponsoring companies, effective August 11, 2011, 
through June 30,2040. (Co. Ex. 7 at 8-10; Co. Br. at 22-24.) 

AEP Ohio acknowledges that the Commission approved, in Case No. 12-1126-EL-
UNC and Case No. 11-346-EL-SSO, et al,, the Company's corporate separation plan, which 
authorized the transfer of the Company's generation assets to AEP Generation Resources, 
Inc. (AEP Genco). In re Ohio Power Company, Case No. 12-1126-EL-UNC (Corporaie 
Separation Case), Finding and Order (Oct. 17, 2012), Entry on Rehearing (Apr. 24, 2013); In 
re Columbus Southern Pozver Company md Ohio Power Company, Case No. 11-346-EL-SSO, et 
al. {ESP 2 Case), Opinion and Order (Aug. 8, 2012) at 59-60, Entry on Rehearing (Jan. 30, 
2013) at 61-65. Under the ICPA, AEP Ohio states that consent must be obtained from all of 
the other sponsoring companies before fhe Company can transfer its OVEC contractual 
entitlement to AEP Genco in a manner that would relieve the Company from ongoing 
liabilities. Despite a guaranty from AEP Ohio's parent corporation, the sponsoring 
companies did not give their consent and, therefore, the Company filed an application 
with the Commission for approval to amend its corporate separation plan to permit the 
Company to continue to hold its mterest hi OVEC. The Commission granted AEP Ohio's 
application to amend its corporate separation plan, subject to certain conditions. Corporate 
Separation Case, Fmding and Order (Dec. 4,2013) at 9, Entry on Rehearing (Jan. 29,2014). 
Thus, AEP Ohio reasons that the Company is exempted from transferring its OVEC 
entitlement. Ftirthermore, AEP Ohio offers that the sponsoring companies withheld their 
consent for the transfer because AEP Genco's credit rating is lower than the Company's. 
Since the credit rating comparison continues to be truc^ AEP Ohio has not again attempted 
to secture the consent of the sponsoring companies. AEP Ohio witness Vegas also noted 
that the Commission indicated that it woidd consider any rate related implications of the 
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transfer of the OVEC contractual entitiement in a future ESP proceeding. (Tr. I at 23-25; 
Co. Br. at 24-25.) 

AEP Ohio argues that R.C. 4928.143(B)(2)(a) and (B)(2)(d) permit the Commission to 
approve the PPA rider as a provision oi the ESP. AEP Ohio points out that RC. 
4928.143(B)(2)(d) permits the Commission to adopt, as a component of an ESP, terms, 
conditions, or charges that relate to default service or address bypassability or non-
bypassability, as the statute is not expressly limited to non-shopping customers. AEP 
Ohio avers that its analysis of RC, 4928.143(B)(2)(d) is consistent with the ESP 2 Case, ESP 
2 Case, Entry on Rehearing (Jan. 30,2013) at 14-16. Furthermore, AEP Ohio reasons that 
the PPA rider may also be considered a limitation on customer shopping, given that, as 
proposed by the Company, the rider would provide a generation hedge for shopping 
customers. Similarly, AEP Ohio notes that RC. 4928.143(B)(2)(a) is not limited to SSO 
service and specifically permits the Conunission to approve an ESP that includes affiliate 
PPAs.2 AEP Ohio reasons that R.C. 4928.143(B)(2)(d) could be hivoked, if necessary, in 
conjunction with R.C 4928.143(B)(2)(a), to approve a non-bypassable PPA rider. AEP 
Ohio also finds support for its proposal in R.C. 4928.143(B)(2)(e), which permits automatic 
increases or decreases in any component of the SSO price, and R.C. 4928,143(B)(2)(i), 
which permits economic development, job retention, and energy efficiency programs as a 
component of an ESP. (Co. Br. at 27-30; Co. Reply Br. at 21-23.) 

AEP Ohio notes that the Commission has previously held tiiat the OVEC costs were 
prudent. In re Columbus Southern Poiver Company and Ohio Pozver Company, Case No. 08-
917-EL-SSO, et al. {ESP 1 Case), Opinion and Order (Mar. 18,2009) at 14-15,51-52. As such, 
AEP Ohio submits that there is no need to review the prudence of the OVEC contract's 
terms and conditions. Noting that the OVEC contractual entitiement extends through 
2040, AEP Ohio requests that the Commission make two assurances regarding the PPA 
mechanism. First, AEP Ohio requests that the Commission reiterate and confirm, in these 
proceedings, a commitment to be boimd by the prudence of the OVEC contract for the full 
term of the contract through 2040. With the Commission's commitment in place, AEP 
Ohio's intention would be to continue to mclude the OVEC contract in the PPA rider 
beyond the term oi the ESP to the same extent that the Commission commits, up-front, to 
the hedging arrangement. Second, AEP Ohio requests that the Commission assure that 
any future PPA to be included in the PPA rider is subject to a one-time, up-front prudence 
review for the full term of ihe PPA. (Tr. I at 121,150-151,264; Co. Br. at 30-33.) 

AEP Ohio considers OVEC an afBliate in this context since the Company has an owneisl^p interest and 
OVEC and the Company shaie corporate resource. 
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(b) Intervenors and Staff 

OEG, the only intervener to endorse the adoption oi a PPA mechanism, supports 
the proposed PPA rider in concept and recommends certain modifications to protect 
customers and increase the value of the hedge. OEG mterprets R.C. 4928.143(B)(2)(d) to 
permit the adoption of the PPA rider as a financial limitation on customer shopping that 
has the effect of stabilizing or providing certainty regarding retail electric service. To 
improve the projected benefit oi the PPA rider, OEG recommends tiiat the PPA 
mechanism be effective for 9.5 years, June 2015 through December 2024> and subject to an 
annual true-up, with the last true-up to occur during 2024 based on end of year expenses 
and revenues for 2023. Based on OEG's projections of market prices and OVEC costs, 
OEG estimates that the modified PPA mechanism's net benefit would be $70 million. 
Further, OEG recommends that AEP Ohio retain 10 peixrent of die PPA rider, in order to 
ensure that the Company's interests are aligned v^th the interests of its customers, and to 
incent the Company to keep OVEC's costs as low and its revenues as high as possible. The 
balance, 90 percent of the PPA credit or charge, woidd accrue to AEP Ohio's customers. 
OEG also recommends that the PPA rider incorporate a levelization mechanism to bring 
the rider more in line with a market-neutral hedge for the 9.5 year period. Finally, OEG 
proposes that large, business-sawy customers, with more than 10 megawatts (MW) of 
load per single site, be permitted to opt out of the PPA rider and self-insure. (OEG Ex. 3 at 
16-20; Tr. XI at 2557,2603-2604; OEG Br. at 4-5,13-17.) 

OEG offers several grounds for endorsing the PPA mechanism. OEG reasons that, 
with its recommendations, fhe PPA rider would supplement the staggering and laddering 
auction process preferred by Staff for non-shopping customers as well as provide a 
measure of protection for shopping customers. While acknowledging that there is no 
certainty whether the PPA rider would be a credit or a charge, OEG asserts that the most 
reliable and recent evidence indicates that the PPA rider would be a credit, particularly 
over a period longer than three years. While severe weather increases electricity prices, 
OEG submits that the converse is not true, to the same extent, when weather is mild. 
Accordingly, OEG reasons that the benefits of the PPA rider would increase when severe 
weather affects the market, while there would be no corresponding risk that the PPA rider 
would prevent customers from experiencing low electricity prices when the weather is 
mild. Further, OEG predicts that the retirement of generation capacity in the PJM region 
will increase price volatility in the market in the short- and long-term. According to OEG, 
Staff's philosophical opposition to the PPA rider is not good policy for fhe state. OEG 
explains that what are referred to as market based rates are really PJM-administered 
market prices and, by transitioning AEP Ohio to market prices for generation, the 
Commission's regulatory authority is relinquished to PJM and the Commission's ability to 
protect Ohio's elecbic consumers is Ihnited. (Co. Ex. 33 at 10; Tr. II at 480; Tr. XI at 2539, 
2557; OEG Br. at 4,6,12.) 
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The many remaining intervenors that take a position on the PPA rider oppose AEP 
Ohio's proposal for a variety of reasons. As noted by OEG, Staff contests AEP Ohio's PPA 
mechanism as a step backwards in the Commission's goal to transition the Company to a 
fully competitive market with market based pricing. Staff emphasizes that the transition 
to a fully competitive market was a significant, non-quantifiable benefit of the ESP 2 Case, 
ESP 2 Case, Opinion and Order (Aug. 8,2012) at 76. Staff submits that the PPA proposal 
would provide AEP Ohio a guaranteed revenue stream for its generation assets, including 
a return on equity (ROE) for the Company and the other OVEC sponsoring companies. 
RESA asserts that the proposed PPA rider violates the state's electric restractming 
paradigm as set forth in R.C 4928.03, which limits the electric distribution utility to 
supplying only non-competitive utility service except where a customer is not supplied by 
a competitive supplier, and frustrates the Conunission's intent to make AEP Ohio 
financially responsible for OVEC. (Staff Ex. 18 at 7-9; Tr. I at 29^0; Tr. H at 556; Tr. XDI at 
3217; Staff Br. at 2-5; RESA Br. at 27-28.) 

Staff's perspective, according to AEP Ohio, ignores the concept of rate stability and 
is not based on any rate impact analysis performed by Staff or projections of the market 
price under Staffs preferred auction approach. AEP Ohio argues that Staffs policy is in 
stark contrast to the ESP statute and hybrid regulatory approach adopted hi SB 221. AEP 
Ohio interprets SB 221 to permit cost based rate adjustments as opposed to mandating 
market based prices. AEP Ohio advocates that the PPA rider can co-exist with the 
competitive bid procurement (CBP) based SSO process. (Tr. XII at 2907, 2947; Co. Reply 
Br. at 33-35.) 

OCC submits that AEP Ohio has not met its burden of proof to demonstrate that it 
could not transfer its interest m OVEC. OCC notes that, after tiie OVEC sponsoring 
companies denied AEP Ohio's request to transfer its share of OVEC to AEP Genco, the 
Company has not made any further attempts to transfer or divest its interest in OVEC, 
because, as Compmiy witness Vegas recalls, the majority of sponsoring companies 
withheld their consent to transfer. Observing that the denial of the transfer of OVEC likely 
came from a nmnber AEP Ohio's affiliates, OCC asks the Conunission to consider the PPA 
rider in light of the Company's failure to continue to pursue the consent of the sponsoring 
companies or other means to transfer its OVEC interest and, therefore, reject the PPA rider 
proposal. (Tr, I at 22; OCC Br. at 39-42.) 

OMAEG and Constellation assert that AEP Ohio incorrectiy characterizes the 
Comnussion's decision, in the Corporate Separation Case, to allow the Company to retain its 
OVEC contractual entitiement (OMAEG Br. at 15; Constellation Br. at 28). OCC also 
interprets the conditions imposed on AEP Ohio to apply only while the Company holds 
the OVEC interest (OCC Br. at 38). AEP Ohio retorts that nottiing in the Corporate 
Separation Case indicates that the authorization to retain the OVEC contractual entitlement 
is temporary or that the Company has a continuing duty to pursue transfer or divestiture. 
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OCCs interpretation, according to AEP Ohio, is inconsistent with the straightforward 
language in the Corporate Separation Case, (Co. Reply Br. at 16-21.) 

Staff notes that, if the PPA rider is adopted, fhe Commission's oversight would be 
severely limited, if not non-existent Staff reasons that the OVEC contract is subject to die 
jurisdiction of the Federal Energy Regulatory Commission (FERQ and that the 
Commission would not have tiie ability to directiy disallow any imprudent costs that may 
be assessed to AEP Ohio's customers, without first seeking relief at FERC. Staff 
emphasizes that, to challenge certain costs in the PPA rider, the Commission would need 
to file a complaint with FERC and sustain a heightened burden of proof to establish that 
the PPA costs were unreasonable. NRG Power Mktg., LLC v. Maine Pub. Util Comm., 558 
U.S. 165,130 S. Ct. 693 (2010). (Staff Br. at 7-8,) 

In response, AEP Ohio argues that the Commission would have the ability to 
review and approve the Company's decision to enter into the PPA, abundant data and 
visibility into the underlying costs related to the Company's implementation of the PPA, 
financial auditing rights relating to costs being passed through retail rates, and the 
authority to disallow costs caused by imprudent actions of the Company under the 
contract Finiher, AEP Ohio notes that, while Staff admits that the Commission currentiy 
reviews the prudency of OVECs costs imder the fuel adjustment clause (FAC) mechanism, 
neither Staff nor any other intervener has explained how the same OVEC costs wovdd not 
be reviewable by the Commission if the costs are recoverable under the PPA rider. AEP 
Ohio implies that the Commission's review of OVEC costs via the PPA rider would be 
similar to its review of FERC-approved transmission costs through the transmission cost 
recovery rider (TCRR). However, AEP Ohio proceeds to reason that the Commission 
implidtiy passed on the prudency of the OVEC contract when fhe Commission approved 
recovery of the OVEC costs as a component of SSO rates in the ESP 1 Case. ESP 1 Case, 
Opinion and Order (Mar. 18,2009). AEP Ohio also argues that the Commission would not 
lose its authority to review the appropriateness of the Company's decisions and the rights 
available to the Company under the OVEC contract. Pike County Light & Power Co. v. Penn. 
Pub, Util Comm., 77 Pa Commw. 268, 465 A.2d 735 (Pa. Commw. C t 1983). Thus, AEP 
Ohio concludes that Staff is incorrect that the Commission's authority would be limited or 
non-existent ii the PPA mechanism is approved. (Tr. I at 32-33; Co. Reply Br. at 39-49.) 

lEU-Ohio asserts that the PPA mechanism is preempted by the Federal Power Act 
(FPA). lEU-Ohio reasons that the FPA preempts the Commission from the field of 
wholesale electric sales, including the price at which electricity is sold at wholesale. PPL 
EnergyPlus, LLC v. Nazarian, 753 F.3d 467 (4lh Cir. 2014) (Nazarian); PPL EnergyPlus, LLC v. 
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Hanna, 977 F. Supp.2d 372 (D. N.J. 2013) {Hannaf. (lEU-Ohio Br. at 20-24.) Nazarian and 
Hanna, as interpreted by AEP Ohio, concern the lack of authority of state utility 
commissions to regulate ttie wholesale price of power and to require loc^ utilities to enter 
into wholesale arrangements. In contrast, AEP Ohio avers that it is the party that initiated 
these proceedings, proposed the PPA rider, and voluntarily entered into the contract with 
OVEC - a contract tiiat has been regulated and approved by FERC for years. Accordingly, 
AEP Ohio reasons that the PPA rider is distuiguishable from Nazarian and Hanna and that 
the PPA mechanism does not conflict with federal law. (Co. Reply Br. at 40,53-54.) 

lEU-Ohio also argues that approval of the PPA mechanism would exceed the 
Commission's jurisdiction. lEU-Ohio notes that the OVEC contractual entitiement will be 
offered, as the Commission ordered, into the PJM wholesale market and will not be used 
to provide energy or capacity to AEP Ohio's retail customers. Corporate Separation Case, 
Findmg and Order (Dec. 4, 2013) at 8-9. To the extent that tiie PPA rider would adjust 
AEP Ohio's compensation for the OVEC contractual entitiement via the rider's charge or 
credit, lEU-Ohio argues that approval of the rider is beyond the Commission's jurisdiction, 
which does not extend to the adjustment of the Company's compensation for wholesale 
electric services. (lEU-Ohio Br. at 20.) Constellation also reasons fhat the proposed PPA 
rider violates FERC Order 697 regarduig affiliate transactions (Constellation Br. at 6-9, 
citmg In re Edgar Electric Energy Co., 55 FERC ^ 61^82). AEP Ohio responds that 
Constellation's clauns ignore relevant FERC rulhigs and fail to recognize that OVEC 
submitted to and satisfied, to the extent applicable, FERC Order 697 (Co. Reply Br. at 40, 
55-57). 

A variety of intervenors, including lEU-Ohio, OEC, EDF, OHA, and OCC, claim 
that the PPA mechanism is not authorized under any provision of R.C. 4928.143(B)(1) or 
(B)(2). R.C. 4928.143(B)(1) permits an ESP to indude provisions relating to the supply and 
pricing of dectric generation service, while R.C. 4928.143(B)(2)(a) permits an dectric 
distribution utility to recover prudentiy incurred costs associated with purchased power 
supplied tmder the SSO, induding purchased power from an affiliate. The intervenors 
argue that ttie OVEC generation will not be bid into the auctions to serve the SSO load of 
AEP Ohio's customers. Thus, the intervenors reason that the PPA rider does not meet fhe 
express requirements of R.C, 4928.143(B)(1) or (B)(2)(a), (Co, Ex. 7 at 10; lEU-Ohio Br. at 8-
9; OCC Br. at 44-46; OEC/EDF Br. at 12-13; OHA Br. at 9-10.) OMAEG and EPO come to 
the same condusion, focusuig on R.C. 4928.143(B)(2)(a), The intervenors emphasize that, 
as AEP Ohio acknowledges, the energy and capacity associated with the OVEC 
contractual entitiement will be bid into the PJM market, not supplied to SSO customers. 
(EPO Br. at 5; OMAEG Br. at 15-16.) 

Following fhe bearing and submission of the )»rties^ b r i ^ in tiiese E ^ proceedings, tite United States 
Court of Appeals for the Third Circuit affirmed fhe district courf̂ s judgment in Hanna. PPL EnergyPlus, 
LLCv. Solomon, 766 F.3d 241 (3d Cir. 2014). 



Attachment A 
Page 18 of 100 

13-2385-EL-SSO -15-
13-2386-EL-AAM 

Evaluating the proposed PPA rider under the statutory requirements of R.C. 
4928.143(B)(2)(b) and (B)(2)(c), the mtervenors condude that the rider fails. RC. 
4928.143(B)(2)(b) permits recovery of costs associated with the construction of an electric 
generating facility or environmental expenditures for such facility on or after January 1, 
2009. R C 4928.143(B)(2)(c) permits the recovery of costs through a non-bypassable 
surcharge for the life of an electric generating fadlity that is owned or operated by the 
electric distribution utility, sourced by a competitive bid process, and newly used and 
useful on or after January 1,2009. lEU-Ohio, OEC, EDF, and ELPC address the failure of 
the OVEC generation and the associated PPA rider to comply with R.C. 4928.143(B)(2)(b) 
and (B)(2)(c), because the OVEC facilities have been in service shice the 1950s and were not 
sourced through a competitive bid process, and there has not been any demonstration of 
need by AEP Ohio. Accorduigly, lEU-Ohio, OEC, EDF, and ELPC assert that the PPA 
rider does not comply with the requirements of R.C. 4928.143(B)(2)(b) or (B)(2)(c) to be a 
provision of the ESP. (lEU-Ohio Br. at 9; OEC/EDF Br. at 13-16; ELPC Br. at 6-8,15-17.) 

R.C. 4928.143(B)(2)(d) authorizes the Commission to approve terms, conditions, or 
charges of an ESP that relate to limitations on customer shopping and default service, 
among other services, that have the effect of stabilizing or providing certainty regarding 
retail electric service. Several of the intervenors note that ttie PPA rider, by AEP Ohio's 
own admission, is not rdated to any limitation on customer shopping, standby service, 
supplemental power, or back-up power, as required by R.C. 4928.143(B)(2)(d). lEU-Ohio 
reasons that the PPA rider has no relation to bypassability of generation-related costs, as 
the rider is proposed to be non-bypassable, nor has any relation to carrying costs, 
amortization periods, accounting, or deferrals. As such, lEU-Ohio and OCC argue that the 
PPA rider is not related to any kind of service or accounting issues that may be authorized 
pursuant to ttie requirements of R.C 4928.143(B)(2)(d). (OCC Ex. 15A at 29-32; Tr. II at 
566-567; lEU-Ohio Br. at 9-11; OCC Br. at 45-46.) 

In response, AEP Ohio asserts that the hitervenors are incorrectiy rdating the 
delivery oi electrons generated at OVEC with whether the proposed PPA rider is a 
generation service. AEP Ohio witness Allen specifically made the distinction, according to 
tiie Company, on cross-examination. AEP Ohio argues that the impact of the PPA rider is 
as a generation service that affects the SSO by stabilizing the SSO generation rate. AEP 
Ohio reasons that nothing m the language oi R.C 4928.143(B)(2)(d) requires a stabflity 
charge to be directiy tied to the costs for the delivery of electricity, as is evident from the 
Commission's approval of the retail stability rider (RSR) in the ESP 2 Case. ESP 2 Case, 
Opinion and Order (Aug. 8,2012) at 26-38, Entry on Rehearing (Jan. 30,2013) 61-65. (Co. 
Ex. 7 at 9-11; Tr. I at 265; Tr. U at 747; Co. Reply Br. at 23-25.) 

Further, OCC and lEU-Ohio offered testimony, with which several other 
intervenors agree, that the PPA rider is not likely to provide customers stability or 
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certainty. The intervenors challenge the likdihood that the PPA mechanism would 
stabilize customer rates, given the wide range of estimates offered into evidence. Staff 
notes that, by AEP Ohio's own admission, $52 million is a reasonable estimate of the net 
cost of fhe PPA rider, over die three-year term of the ESP, although, during the coinse of 
the hearing, the Company estimated a net benefit of $8.4 million for the ESP term. 
lEU-Ohio, however, estimates that the PPA rider would cost $82 million and OCC projects 
a cost of $116 million over the full term of the ESP. (Co. Ex. 33 at 9-10; lEU-Ohio Ex. IB at 
10-12; lEU-Ohio Ex. 8; OCC Ex. 15A at 7,9,25; OCC Ex. 17; Tr. I at 110.) OCC developed 
its calculation utilizing AEP Ohio's initial projection of a PPA cost of $52 million and 
adjusted the estimate to accoxmt for an increase in demand charges to be billed to the 
Company by OVEC and to elizninate the LEAN initiative cost reductions. Noting that 
AEP Ohio's estimated $52 million cost was based on forward market prices from 
September 2013, OCC also adjusted the analysis for forward market prices known through 
early May 2014, revised the OVEC pricing point, and adjusted OVEC generation output to 
be more in line with recent historical perfomiance. OCC asserts tiiat AEP Ohio's OVEC 
generation output was not highly corrdated with the energy price and that there does not 
appear to be a basis for the Company's forecast of a significant increase hi OVEC's 
generation in 2016 througji 2018, in comparison to recent years or the expectations for 
2015. For these reasons, OCC contends that its analysis of the PPA rider cost is likdy 
conservative. (OCC Ex. 15A at 13-18,21-23,26, Attach. JFW-2; OCC Ex. 17; OCC Br. at 54-
62,64-65.) lEU-Ohio increased AEP Ohio's initial projection of $52 million to $82 million 
by elimmating the LEAN initiative cost reductions (lEU-Ohio Ex. IB at 10-12). EPO 
submits that the customer benefit of the proposed PPA rider, whether by AEP Ohio or as 
amended by OEG, is imcertain, and EPO and OMAEG bdieve the benefit, at best, will be 
unnoticeable on customer bills (EPO Br, at 3 , 5 ^ ; OMAEG Br. at 17). 

AEP Ohio and OEG argue that lEU-Ohio's forecast of the PPA cost is based on the 
most out-of-date information offered by the Company and eliminates the projected LEAN 
initiative cost savings. In response to OCC, AEP Ohio and OEG retort that OCCs 
projections are overstated, because they are not based on the most recent version of OVEC 
cost projections or market prices, use a single price for all generation, and arbitrarily 
reduce tiie projected output of the OVEC units. (Co. Ex. 33 at 6-10; lEU-Ohio Ex. IB at 11-
12; OCC Ex. 15A at 7; OCC Ex. 17; OEG Br. at 15; Co. Br. at 58-59.) 

AEP Ohio also submits that the record evidence supports that the PPA mechanism 
would promote rate stability in four ways. First, AEP Ohio notes that the PPA rider would 
produce a credit or charge based on the differential between its market proceeds and 
OVEC costs, which would counteract market volatility. Second, during periods of extreme 
weather, AEP Ohio bdieves that the PPA rider credit would increase and h d p to offset 
price spikes by a factor of ten times more than the price decreases assodated with mild 
weattier. Third, AEP Ohio asserts that there would be a compoimding effect of tiie PPA 
rider benefit when high market prices are sustained, because the OVEC units would be 
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dispatched more consistentiy. Finally, AEP Ohio reasons that, because OVEC is a long-
term commitment by the Cconpany, ttie PPA rider would provide long-term rate stability 
for customers, unlike any other rate stability option currentiy available. Acknowledging 
that the aimual reconciliation component of the PPA rider may not be counter-cyclical to 
market prices, like the rider itself would be, AEP Ohio contends that customers would 
nevertheless receive the same benefit of die rider over time, ff the annual reconciliation 
component of the PPA rider is a particular concern, AEP Ohio proposes that the 
Commission order more frequent updates of the rider or a levelization approach. (Co. Br. 
at 43-52; Co. Reply Br. at 25-26,29-30.) 

lEU-Ohio, Staff, and other intervenors argue that OVEC's generation costs are 
highly dependent on weather, output, economic conditions, and energy prices. Staff 
points out that the PPA rider would be greatiy dependent on the stability of OVEC costs, 
which could increase significantiy over the next few years as a result of additional capital 
eicpenditures, increases hi coal prices, and environmental regulations. Numerous 
iritervenors submit that, hi light of the conflicting PPA estunates presented, and given that 
future costs are unknown, including OVEC costs, the Commission cannot reasonably 
condude that the PPA mechanism would stabilize rates for AEP Ohio's customers. Noting 
that AEP Ohio's OVEC contractual entitlement represents approximatdy five to six 
percent of the Company's total cormected load. Staff, RESA, OHA, lEU-Ohio, OCC, and 
Constdlation, among other intervenors, stumise that the hnpact of the PPA rider credit, 
based on the Company's projected $8.4 million net benefit, would be de minimis, 
insignificant, and unnoticeable from the average customer's perspective. Furthermore, 
RESA points out that fixed price contract customers and customers with existing financial 
hedges do not need the rate stabilization allegedly offered by the PPA rider. (lEU-Ohio 
Ex. IB at 9-11, Ex. KMM-3 at 2; OCC Ex. 15A at 13; Tr. I at 152-153; Tr. II at 480,552; Staff 
Br. at 21-24; RESA Br. at 3031; ConsteDation Br. at 15-16; OHA Br. at 8; lEU-Ohio Br. at 25, 
28; OCC Br. at 55.) 

Staff prefers the practice of staggering and laddering ^ O auctions as a more 
successful means of addressing market volatility for SSO customers, and asserts that 
shopping customers have market based options to address volatility, including fixed price 
contracts with CRES providers. Staff notes that, as AEP Ohio admits, very few large 
customers buy dectric service on an index tied to PJM's market price, as such large 
customers are likdy suffidentiy sophisticated to secure hedges or call options to mitigate 
market volatility. Staff also argues that, despite any implications to the contrary, the PPA 
rider would not address dectric reliability concerns. According to Staff, the Commission 
has better tools than the proposed PPA rider to address potential dectric reliability 
concerns, such as the authority to approve a non-bypassable rider to fimd the constmction 
of a new generating facility. (Staff Ex, 18 at 7; Tr. XII at 2853; Tr. XIII at 3084; Staff Br. at 5-
6,9-m) 
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R.C. 4928.143(B)(2)(e) permits the ESP to iiKlude automatic uicreases or decreases in 
any component of the SSO price. lEU-Ohio reasons that, by the very design of the PPA 
rider, as proposed by AEP Ohio or OEG, the rider does not automatically increase or 
decrease any component of the SSO price. For that reason, lEU-Ohio condudes that R.C 
4928.143(B)(2)(e) cannot be a basis for approving the PPA rider. (lEU-Ohio Br. at 11-12; 
lEU-Ohio Reply Br. at 7-11.) 

Further, several mtervenors, mduding lEU-Ohio, OCC, IGS, ELPC, RESA, and 
Constellation, contend that the proposed I*PA rider would unpede the state policy 
expressed hi R.C 4928.02(H), violate R.C. 4928.17, and constitute an anticompetitive 
subsidy, particularly given that AEP Ohio's customers would be ensuring recovery of the 
cost of generation with a return on and oi the Company's investment in OVEC Elyria 
Poundry Co. v. Pub. Util Comm., 114 Ohio St3d 305, 2007-Ohio-4164, 871 N.E.2d 1176. 
Constellation also contends that the PPA rider would skew the competitive wholesale 
market for power, (lEU-Ohio Br. at 9,13-15; OEC/EDF Br. at 13-16; Constellation Br. at 6-
8; IGS Br. at 17; ELPC Br. at 6-8,15-17; RESA Br. at 29-30; OCC Br. at 46,53,70.) 

AEP Ohio states that the intervenors' arguments are based on the flawed premise 
that ttie PPA rider would be a distribution charge. AEP Ohio declares that the PPA rider 
would not be a distribution charge, because it does not involve distribution service. The 
PPA rider would be, according to AEP Ohio, a generation-related charge and, therefore, 
there is no support for the intervenors' arguments that the PPA rider would violate R.C. 
4928-02(H). AEP Ohio notes that Constellation witness Campbell agreed that the PPA 
rider would be a generation-rdated rider that would recover generation-related costs. 
(Tr. Vll at 1623-1624; Co. Reply Br. at 35-37.) 

Kroger and lEU-Ohio contend that the PPA rider would permit AEP Ohio to 
recover die Companjr's generation costs for OVEC after the permissible period for 
transition cost recovery has ended, as resolved by the Commission in Case No. 99-1729-
EL-HTP, et al. In re Cohimhus Southern Power and Ohio Poioer Company, Case No, 99-1729-
EL-ETP. et al.. Opinion and Order (Sept 28,2000) at 10-18. Furtiier, OMAEG, lEU-Ohio, 
and OCC argue that approving AEP Ohio's request for a PPA rider would violate R,C 
4928.38. (OMAEG Br. at 16; Kroger Br. at 3; fiSU-Ohio Br. at 15-18; OCC Br. at 53.) 

In its reply brief, AEP Ohio avers that the view that the proposed PPA rider violates 
R.C 4928.38 or is an untimdy attempt to collect transition revenues is misguided. In sum, 
AEP Ohio submits that stranded generation costs under R C 4928.38 were measiu-ed based 
on a long-term view of the cost over the life of the unit AEP Ohio argues that, in these 
proceedings, the only evidence of record regarding the long-term costs and benefits of fhe 
OVEC units demonstrates a long-term benefit Fmrther, AEP Ohio notes that the 
Conunission rejected similar arguments regarding transition costs in the ESP 2 Cjise and 
requests that the Commission again reject such arguments. ESP 2 Case, Opinion and Order 
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(Aug. 8,2012) at 32. (OMAEG Ex. 3; OEG Ex, 3 at 16, Ex. AST-2; Tr. II at 506-507; Tr. XI at 
2557,2604; Co. Reply Br. at 38-39.) 

OEC, EDF, EPO, Constellation, ICS, ELPC, RESA, and lEU-Ohio opine that the PPA 
rider is an attempt by AEP Ohio to increase ctistomers' electric bills to pay for aging coal 
plants and to insulate the Company's shareholders from the risks of the competitive 
market and the costs of future carbon restraints and enviroimiental regulations on electric 
generating units (IGS Ex. 1 at 5-6; OEC/EDF Br. at 16; EPO Br. at 2; Constdlation Br. at 12-
13; IGS Br. at 16; ELPC Br. at 11-12; RESA Br. at 30; lEU-Ohio Br. at 33). Constellation adds 
that the competitive retail market in Ohio offers dectric customers another less expensive 
way to stabilize dectric rates - a fixed price contract (Constellation Ex. 2; Constellation Br. 
at 10, 16). AEP Ohio responds ttiat, based on data from the Commission's Apples to 
Apples website, CRES providers are not offering long-term contracts to residential 
customers, as the majority of the available offers are for 12 months or less. AEP Ohio 
opines that there is volatility for customers as they transition from one fixed price contract 
to the next. For that reason, AEP Ohio condudes that the PPA mechanism would benefit 
shopping customers as wdl as SSO customers. Noting that Staffs policy of staggeruig and 
laddering auctions follows the market, AEP Ohio argues that the PPA rider would grant to 
customers 100 percent of the differential between OVEC costs and market prices, without 
an additional premium or upcharge, AEP Ohio condudes that rdying on the SSO auctions 
and fixed price offers from CRES providers, as the sole means to mitigate market volatility, 
would impose artifidal, ur^ustified, and unreasonable limitations on the Commission's 
available tools to promote price stability. (Co. Ex. 33 at Ex. WAA-R3 and WAA-R4; Co. 
Reply Br. at 29.) 

(c) Condusion 

The Conunission has given thorough consideration to AEP Ohio's request for 
approval of the PPA rider, wWch, as proposed by the Company, would flow through to 
customers, on a non-bypassable basis, the net benefit or cost from the Company's sale of 
its OVEC contractual entitiement into the PJM market less all associated costs. AEP Ohio 
also seeks approval of its plan to petition the Commission, during the ESP term, to indude 
the net benefit or cost of additional PPAs or similar products in the PPA rider.* The 
primary purpose of the PPA rider, according to AEP Ohio, would be to provide a financial 
hedge against market volatility, as a type of insurance that would allow customers to take 
advantage of market opportunities while providing added price stability. AEP Ohio also 
asserts tiiat the PPA rider would afford the state of Ohio considerable flexibility in 
formulating a strategy for complying with forthcoming federal environmental regulations, 
as well as enable the Company to contuiue to provide, on an annual basis, over $io million 

On October 3, 2014, in Case No, 14-1693-EL-RDR, et aL, AEP Ohio filed an application to include an 
affiliate PPA with AEP Genco in the PPA rider. 
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in economic benefits to OVECs six-county region and over $100 million in economic 
benefits to tiie state, (Co. Ex. 1 at 8; Co. Ex. 2 at 13; Co. Ex. 7 at 8-11; Tr, I at 127.) In 
reviewing AEP Ohio's proposed PPA rider and the considerable evidence of record 
offered by the Company, Staff, and intervenors with regard to the proposal, the 
Commission has been guided by two key considerations, specifically whether the PPA 
rider may be authorized under R.C. 4928.143(B)(1) or (B)(2) and, if so, whether tiie 
Company's proposal wordd provide the purported benefits or otherwise further the policy 
of the state. 

Initially, the Commission must determine whether the proposed PPA mechanism 
may be considered a permissible provision of an ESP, in accordance with R.C. 
49^.143(B)(1) or (B)(2), The Commission has the authority to approve, as a component of 
an ESP, only items that are expressly listed in the statute. In re Columbus S. Power Co., 128 
Ohio St3d 512, 2011-Ohio-1788, 947 N.E.2d 655. AEP Ohio focuses prhnarily on R.C 
4928.143(B)(2)(d) as its statutory basis for the PPA mechanism, but ihe Company also 
offers R C 4928.143(B)(2)(a), (B)(2)(e), and (B)(2)(i) as justification for approval of ttie rider. 

Under R.C- 4928.143(B)(2)(d), the Commission can approve, as a component of an 
ESP, 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, canying costs, amortization periods, and accounting or deferrals, 
induding future recovery of such deferrals, as would have the effect of stabilizing or 
providing certainty regarding retail electric service. Thus, considering the plain language 
of the statute, we find that there are three criteria with which the PPA mechanism must 
comply. Specifically, an ESP component approved under R C 4928.143(B)(2)(d) must first 
be a term, condition, or charge; next, rdate to one of the enumerated types of terms, 
conditions, and charges; and, finally, have the effect of stabilizing or providing certainty 
regarding retail electric service. See, e.g., ESP 2 Case, Entry on Rehearing (Jan. 30,2013) at 
15-16; In re Dayton Potoer and Ught Company, Case No, 12-426-EL-SSO, et al. (DP&L ESP 
Case), Opmion and Order (Sept 4,2013) at 21-22. 

The Commission finds that tiie first requirement of R.C. 4928.143(B)(2)(d) is met as 
the PPA rider would consist oi a charge incurred by customers under the ESP. The PPA 
rider, as propc^ed by AEP Ohio, would appear as a charge on customer bills, and there is 
no dispute among tiie parties on this point Although AEP Ohio projects that the PPA 
rider would provide a net credit over the course of the KOP term, the Company estimates 
that the rider would result in a net charge to customers in the first year of the ^ P (Co. Ex. 
8B). Thus, the record indicates that the PPA rider wotild, at times, consist of a charge to 
customers. 

Takmg the requirements of R.C 4928.143(B)(2)(d) somewhat out of tmrn^ ihe 
Commission will next address the third criterion, which is whether the PPA charge would 
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have the effect of stabilizing or providing certainty regarding retail electric service. We 
find that the PPA rider, as a financial hedging mechanism, is proposed to have the effect of 
stabilizmg or providhig certainty regarding retail electric service. AEP Ohio witness 
Vegas explained that the PPA rider would smooth out fluctuations in market prices, 
because ttie rider would rise or fall in a way that is opposite of the wholesale market. 
Specifically, because AEP Ohio daims that OVEC's mostty fixed costs are rdativdy stable 
in comparison to market based costs, the PPA rider would produce a credit when OVEC's 
costs are bdow wholesale market prices, while the rider would produce a charge when 
OVECs costs are al>ove wholesale market prices. The PPA rider, therefore, is intended to 
mitigate, by design, the effects of market volatility, providing customers with more stable 
pridng and a measure of protection against substantial increases in market prices. 

AEP Ohio acknowledges that as proposed, the PPA rider would have a 
reconciliation component to tme up actual historical costs and revenues and that the 
one-year lag associated with the true-up process may mean that the reconciliation 
component does not always operate in the opposite direction of cturrent market prices. 
AEP Ohio points out, however, that the regulatory lag inherent in the annual true-up 
process would not alter the fundamental operation of the PPA rider. At its core, the PPA 
rider is expected to move in the opposite direction oi wholesale market prices, causing a 
rate stabilization effect. As AEP Ohio witness Allen explained, the PPA rider, mduding 
only the OVEC contractual entitiement would mitigate $0.35/MWh of a $5.00/MWh 
change in market prices, or 7 percent of that change. (Co. Ex. 1 at 8; Co. Ex. 2 at 13; Co. Ex. 
7 at 9-11; Co, Ex. 33 at 3, Ex. WAA-R2; OEG Ex. 3 at 13-14; Tr. I at 28,173,265; Tr. II at 517-
518,567,658; Tr. in at 747; Tr. XI at 2451-2452,2573.) Altiiough several uitervenors dispute 
the value of the proposed hedging mechanism and its use as a means to promote rate 
stability, there is no question that the PPA rider would produce a credit or charge based 
on the difference between wholesale market prices and OVEC's costs, offsetting, to some 
extent tiie volatility in the wholesale market The impact of fhe PPA rider would be 
reflected as a charge or credit for a generation-rdated hedging service that stabilizes retail 
dectric service, by smoothing out the market based rates paid by shoppmg customers to 
their CRES providers, as well as the market based rates paid by ^ O customers, which are 
determined by a series of auctions that reflect the prevailing wholesale prices for energy 
and capacity in the PJM markets. Because AEP Ohio has demonstrated tiiat the proposed 
PPA rider would, in theory, have the effect of stabilizing or providing certainty regarding 
retail dectric service, the Commission finds that the third criterion of RC. 
4928.143(B)(2)(d) has been met. 

Fmally, to meet the second requirement of R C 4928.143(B)(2)(d), the proposed PPA 
charge must relate to at least one of ttie following: 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. 
AEP Ohio concedes that the PPA mechanism has no coimection to standby, back-up, or 
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supplemental power service, carrying costs, amortization, and accounting or deferrals. 
AEP Ohio argues, however, that the PPA mechanism rdates to default service, addresses 
bypassability, and may be considered a limitation on customer shopping. (Co. Br, at 27-30; 
Co. Reply Br. at 21-23.) 

The Commission finds fhat R.C 4928,143(B)(2)(d) authorizes electrk utilities to 
indude, in an ESP, terms rdated to "bypass^i l i t / ' of charges to the extent that such 
charges have the effect of stabilizing or providing certainty regarding retail dectric service. 
DP&L ESP Case, Opinion and Order (Sept 4, 2013) at 21. As discussed above, both 
shopping and SSO customers may benefit from the PPA rider because it would have a 
stabilizing effect on the price of retail dectric service, irrespective of whether the customer 
is served by a CRES provider or the SSO. Therefore, the Commission agrees witii AEP 
Ohio that the proposed PPA rider, if approved, should be non-bypassable, as authorized 
by the second criterion of R C 4928.143(B)(2)(d). However, we also agree with Staff that 
since nearly any charge may be bypassable or non-bypassable, "bypassability" alone is 
insufficient to fully meet the second criterion of RC. 4928.143(B)(2)(d). 

Nonetheless, fhe Commission agrees with AEP Ohio and OEG that the proposed 
PPA rider is a financial limitation on customer shopping for retail dectric generation 
service. Although the proposed PPA rider would impose no physical constraints on 
shopping, the rider does constitute, as OEG witness Taylor explained, a financial 
limitation on shopping that would h d p to stabilize rates (Tr. XI at 2539,2559). Under AEP 
Ohio's PPA rider proposal, shopping customers will still pia*chase all of their physical 
generation supply from the market through a CRES provider. Although the proposed 
PPA rider would have no impact on customers' physical generation supply, the effect of 
the PPA rider is ihat the bills of all customers would reflect a price for retail electric 
generation service that is approximately 5 percent based on the cost of service of the OVEC 
lanits and 95 percent based on the retail market Effectively, then, the proposed PPA rider 
would function as a financial restraint on complete rdiance on the retail market for the 
pricing of retail electric generation service. As several oi the intervenors note, AEP Ohio 
witness Allen did, at one point testify that he believes that the PPA rider, as proposed, is 
not a limitation on customer shopping (Tr. II at 566). It is not dear from Mr. Allen's 
testimony, however, whether he specifically considered whether the PPA rider constitutes 
a financial, rather than physical, limitation on customer shopping and, in any event, tiie 
Commission is not bound to rely on his testimony. We are persuaded by OEG witness 
Taylor's testimony that ttie PPA rider constitutes a finandal limitation on customer 
shopping that is intended to stabilize rates (Tr. XI at 2539,2559). Further, we note that in 
light of our determination that the PPA rider is a finandal limitation on customer 
shopping ptucsuant to R C 4928.143(B)(2)(d), it is xmnecessary to reach the argument 
related to "default service." Accordingly, we find that the second criterion of R C 
4928.143(B)(2)(d) is satisfied. 
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Having detemuned that R.C 4928.143(B)(2)(d) provides the requisite statutory 
authority, we next consider, based on the record evidence, whether AEP Ohio's PPA rider 
proposal is reasonable and whether customers would, in fact, suffidentiy benefit from the 
rider's finandal hedging mechanism. At the outset, tiie Commission notes again fhat the 
power generated by the OVEC units will not be used to supply dectridty to AEP Ohio's 
SSO customers. AEP Ohio repeatedly emphasized, consistent with the Commission's 
directives in the Corporate Separation Case, fhat the OVEC facilities will not be used to 
provide any generation service to the Company's customers (Co. Ex. 1 at 8; Co. Ex. 2 at 13; 
Co. Ex. 7 at 10; Tr. II at 540, 567). Rather than provide a physical hedge (i.e., providing 
generation), the OVEC units, in coi^unction with the PPA rider, are intended to function 
purely as a financial hedge against market price volatility. Although AEP Ohio and OEG 
argue that the PPA rider would protect customers from price volatility hi the wholesale 
market, there is no question that the rider would impact customers' rates ttirough the 
imposition of a new charge on their bills. What is tmclear, based on the record evidence, is 
how much the proposed PPA rider would cost customers and whether customers would 
even benefit from the finandal hedge. 

During the course of the hearing, the Commission was presented with several 
different PPA rider scenarios based on differing data inputs and assumptions. Initially, 
AEP Ohio provided three separate projections to the parties diuing discovery (OMAEG 
Ex. 3), all of which are reasonable estimates, according to Compcmy witness Vegas, 
including an estimated $52 million net cost for the three-year term of the ESP (Tr. 1 at 110), 
AEP Ohio witness Allen explained that the primary difference in the Company's initial 
projections is the vintage of the forecast data used in each analysis. Dining his cross-
examination, Mr. Allen ftuther explamed that he updated the most current of the three 
projections to incorporate the latest data available at the time of the hearing, with the 
result being an estimated $8,4 million net credit over the ESP term. AEP Ohio, therefore, 
condudes that a net credit of $8,4 million is the best evidence of the projected rate impact 
of ttie PPA rider during the ESP term. (OMAEG Ex. 3; Co. Ex. 8B; Tr, I at 110, Tr. H at 484-
486,498,506-508,) In oirrentiy projecting a net credit AEP Ohio relied, in part, on LEAN 
initiative cost reductions and ottier projected savuigs, such as from a severance program, 
which the Company valued at $10 million in determining the OVEC demand charge 
component of its PPA rider estimate of $8.4 million (Co. Ex. 8B; lEU-Ohio Ex. IB at 10-11, 
KMM-9; Tr. 11 at 501-502,648), The intervenors, however, paint a much different picture, 
with lEU-Ohio and OCC estimating that the PPA rider would result in a net cost of 
$82 million and $116 million, respectivdy, over the ESP term (lEU-Ohio Ex. IB at 11-12; 
OCC Ex. 15A at 7; OCC Ex. 17). Initially, OEG projected, with its recommended 
modifications to the PPA rider in place, that fhe rider would result in a net benefit of 
$49 million, but only over a more than nine-year period, which would extend well beyond 
the ESP term. Uke AEP Ohio, OEG updated, at the time of the hearing, its estimated net 
benefit to $70 million for tiiat same extended period oi tune. (OEG Ex. 3 at 16; Tr. XI at 
2557,2603-2604.) 
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It is undisputed that all of ttiese prelections are based on data assumptions that 
attempt to predict OVEC's costs and revenues, as well as FjM prices for energy and 
capadty, over the three-year period of the ESP and beyond. In light of the imcertainty and 
speculation inherent in ttie process of projecting the net impact of the proposed PPA rider, 
which is evident in AEP Ohio's own projections ranging from a $52 million net cost to an 
$8.4 million net benefit, the Commission is tmable to reasonably determine the rate impact 
of the rider. 

Although the magnitude of the unpact of the proposed PPA rider carmot be known 
to any degree of certainty, the Commission agrees with OCC, lEU-Ohio, and other 
intervenors that the evidence of record reflects that the rider may result in a net cost to 
customers, with littie offsetting benefit from the rider's intended purpose as a hedge 
against market volatility. On balance, the record reflects that, during the three-year period 
of the ESP, the PPA rider would, in all likelihood, result in a net cost to customers and 
that, only over a longer timdrame, would customers perhaps benefit from a credit under 
the rider, AEP Ohio, however, proposes a three-year ESP term and seeks to reserve the 
right to terminate the ESP after two years, as discussed further below. Although AEP 
Ohio witness Vegas testified, on cross-examination, fhat the Company would be willing to 
consider a PPA rider that extends beyond the ESP term, he acknowledged that the 
Company is not actually requesting that the Commission approve the rider for a period 
longer than the ESP term. Mr. Vegas also admitted that AEP Ohio maintains the discretion 
to determine whether to propose to continue any of its riders in a future ESP application. 
(Co. Ex. 1 at 1,15; lEU-Ohio Ex. IB at 11-12; OCC Ex. 15A at 7; OCC Ex. 17; OMAEG Ex. 3; 
OEG Ex. 3 at 16; Tr. I at 121,150-152.) It is, therefore, evident from AEP Ohio's testimony 
that the Company has made no offer to ensure that customers recdve the alleged long-
term benefits of the PPA rider or even a commitment or any type of proposal to continue 
fhe rider in subsequent ESP proceedings. 

The Commission must base our decision on the record before us. Tongren v. Pub. 
Util Comm., 85 Ohio St.3d 87, 706 N.E.2d 1255 (1999). With tiiat in mmd, we are not 
persuaded that the PPA rider proposal put forth by AEP Ohio in the present proceedings 
would, in fact, promote rate staWIity, as the Company daims, or that it is in the public 
interest. There is considerable uncertainty with respect to pendhig PJM market reform 
proposals, environmental regulations, and federal litigation, as AEP Ohio acknowledges, 
and, in lig^t of this uncertainty, the Conunission does not believe that it is appropriate to 
adopt the proposed PPA rider at this time. Also, as Staff and several intervenors point ou t 
ttiere are already existing means, such as the laddering and staggering of SSO auction 
products and the availability of fixed price contracts in the market that provide a 
significant hedge against price volatility (Co. Ex. 33 at 2-3, WAA-R3; Staff Ex. 18 at 10-11; 
Tr. XII at 2933-2934; Tr. Xfil at 3084,3141,3279-3280,3284-3285). 
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In sum, the Commission is not persuaded, based on the evidence of record in these 
proceedings, that AEP Ohio's PPA rider proposal would provide customers with suffident 
benefit from the rider's finandal hedging mechanism or any other benefit that is 
commensurate with the rider's potential cost We conclude that AEP Ohio has not 
demonstrated that its PPA rider proposal, as put forth in these proceedings, should be 
approved under R C 4928.143(B)(2)(d). Neverthdess, the Commission does believe that a 
FPA rider proposal, if properly conceived, has the potential to supplement the benefits 
derived from the staggering and laddering of the SSO auctions, and to protect customers 
from price volatility in the wholesale market. We recognize that there may be value for 
consumers hi a reasonable PPA rider proposal that provides for a significant financial 
hedge that truly stabilizes rates, particularly during periods of extreme weather. (Co. Ex. 
9; Co. Ex. 32 at 5-7; Staff Ex. 18 at 10; Tr. II at 518-519; Tr. Ill at 745-746.) As we have 
consistentiy emphasized in AEP Ohio's prior ESP proceedings, rate stability is an essential 
component of the ESP. See, e.g., ESP 1 Case, Opmion and Order (Mar. 18,2009) at 72; ESP 2 
Case, Opinion and Order (Aug, 8,2012) at 32,77, 

Accordingly, the Commission authorizes AEP Ohio to establish a placeholder PPA 
rider, at an ini t i i rate of zero, for the term of the ESP. We note that the Commission has, 
on prior occasions, approved a zero placeholder rider within an ESP. ESP 2 Case, Opinion 
and Order (Aug. 8,2012) at 24-25; In re Duke Energy Ohio, Inc., Case No. 08-920-EL-SSO, et 
al.. Opinion and Order (Dec. 17, 2008) at 17; In re Ohio Edison Co., The Cleveland Elec. 
Illunrinating Co., and The Toledo Edison Co., Case No. 08-935-EL.SSO, et al.. Second Opinion 
and Order (Mar. 25,2009) at 15. The Commission emphasizes that we are not authorizing, 
at ttiis time, AEP Ohio's recovery of any costs tiirou^ the placeholder PPA rider. Rather, 
AEP Ohio will be required, in a future filing, to justify any requested cost recovery. All oi 
the implementation details with respect to the placeholder PPA rider will be determined 
by the Commission in that future proceeding. In its filing, AEP Ohio should, at a 
minimum, address the foUowhng factors, which the Commission will balance, but not be 
boimd by, in dedding whether to approve the Company's request for cost recovery: 
financial need of the generatmg plant; necessity of the generatmg facility, in light of future 
reliability concerns, indudmg supply diversity; description of how the generating plant is 
compliant with all pertinent environmental regulations and its plan for compliance with 
pending environmental regulations; and the impact tiiiat a dosure of the generating plant 
would have on dectric prices and the resulting effect on economic devdopm^it within the 
state. The Commission also reserves the right to require a study by an independent third 
party, sdected by the Conunissiorv, of rdiabilify and pricing issues as they relate to the 
application. AEP Ohio must also, in its PPA rider proposal, provide for rigorous 
Commission oversight of the rider, including a proposed process for a periodic 
substantive review and audit; connmit to full information sharing witti the Commission 
and its Staff; and hidude an alternative plan to allocate the rider's financial risk between 
both the Company and its ratepayers. FinaUy, AEP Ohio must indude a severability 
provision that recognizes that all other provisions of its ESP will contuiue, in the event that 
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the PPA rider is invalidated, in whole or m part at any point, by a court of competent 
jurisdiction. 

The Commission finds that our adoption of a PPA rider, to the limited extent set 
forth herem, is consistent with the state policy specified in R.C. 4928.02 and, in particular, 
with our obligation under R.C. 4928.02(A) to ensure the availability to consumers of 
reasonably priced retail electric service. In response to the arguments raised by various 
intervenors that the PPA rider would violate R.C. 4928.02(H), which requires the 
Commission to ensure effective competition in the provision of retail dectric service by 
avoiding anticompetitive subsidies, we find that, contrary to intervenors' claims, the rider 
would not permit the recovery of generation-related costs through distribution or 
transmission rates. As discussed above, the PPA rider, whether charge or credit would be 
considered a generation rate. For that same reason, we do not find applicable the 
Commission's past decision to deny AEP Ohio's request for recovery of certain plant 
dosure costs. In re Ohio Pozver Company, Case No. 10-1454-EL-RDR, Finding and Order 
(Jan. 11, 2012). In that case, AEP Ohio sought approval of a plant dosure cost recovery 
rider, which the Company specifically classified as a non-bypassable distributiorv not 
generation, rider that would have collected the generation-related costs associated with 
the dosure of Sporn Unit 5. Neither do we agree with the assertion that the PPA rider 
would permit AEP Ohio to collect untimdy transition costs in violation of R C 4928.38. 
As discussed above, the PPA rider constitutes a rate stabifity charge rdated to limitations 
on customer shopping for retail dectric generation service and may, therefore, be 
authorized pursuant to R C 4928.143(B)(2)(d), although, on otiier grounds, we do not find 
it reasonable to approve the PPA rider as proposed by AEP Ohio in these proceedings. 
Some of the parties have also raised the issue of iederal preemption. The Commission 
dedines to address constitutional issues raised by the parties in these proceedings, as, 
under the specific facts and circumstances of these cases, such issues are best reserved for 
judicial detemiination. 

Finally, the Commission notes that our dedsion not to approve, at this time, AEP 
Ohio's recovery of any costs, including OVEC costs, through the PPA rider is based solely 
on the record in these proceedings, and does not predude the Company irom seeking 
recovery of its OVEC costs hi a future filing. Further, despite AEP Ohio's contention to the 
contrary, it was not tiie Commission's intent, in the Corporate Separation Case, to exempt the 
Company from further pursuing fhe divestiture or transfer of the OVEC contractual 
entitiement. The Commission recognized that, given the sponsoring companies' denial of 
the proposed transfer to AEP Genco, AEP Ohio would likdy continue to hold its 
ownership interest in OVEC beyond December 31, 2013, which was the expected 
completion date of the Company's corporate separatioru In light of the need to faciHtate 
the timdy completion of the corporate separation, the Commission approved AEP Ohio's 
request to retain the OVEC contractual entitiement, imtil it could be transferred to AEP 
Genco or otherwise divested, or until otiierwise ordered by the Commission. Corporate 
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Separation Case, Finding and Order (Dec. 4,2013) at 9. To the extent that it is necessary to 
do so, the Commission clarifies that our intent in the Corporate Separation Case was not to 
direct or encourage AEP Ohio to forgo any further efforts to transfer or divest its OVEC 
interest Accordingly, we direct AEP Ohio to continue to pursue transfer of the OVEC 
contractual entitiement to AEP Genco or to otherwise divest the OVEC asset AEP Ohio 
should file a status report regarding the transfer of the OVEC asset in the docket of the 
Corporate Separation Case, by June 30 of each year of the ESP, with the first such filing to 
occur by June 30,2015. 

2. Competitive Bid Procurement Process 

AEP Ohio proposes to utilize full auction based pricing for its ^ O customers 
beginning hi June 2015 and continuing through the full term of the ESP. In its application, 
AEP Ohio notes that the delivery point for tiie auction is specified as the AEP Load Zone 
established in PJM, which is the point at which all load in tfie Compan/s service territory 
is priced. AEP Ohio further notes that, in the futiu-e, it may be appropriate to request that 
PJM establish an AEP Ohio Aggregate pricing point that would be used to settle the 
Company's load and serve as the new ddivery point in tiie SSO agreement According to 
AEP Ohio, in the event a new pricing point is established, the SSO agreement will be 
revised accordingly and potential bidders will be provided suHicient notice. (Co, Ex. 1 at 
7.) 

AEP Ohio witness LaCasse testified that through the CBP process, tiie Company 
will procure full requirements service for its SSO customers, including energy, capacity, 
ancillary services, and certain transmission services. According to Dr. LaCasse, AEP Ohio 
will divide the SSO load into a number of tranches, each representing a fixed percentage of 
the SSO load requirements to be served by the wining bidders, which are referred to as 
SSO suppliers and will be paid, for each MWh of SSO load served, the auction dealing 
price times a seasonal factor. Dr. LaCasse explained that there will likely be 100 tranches, 
each representing one percent of the SSO load, although ihe auction manager, in 
agreement with Staff, can increase the tranche size if it is necessary to maintain bidder 
interest in the face of customer migration. In terms of the auction schedule, AEP Ohio 
proposes to procure approximately two-thirds of its SSO supply on a 12-month term basis 
and to procure the remainder on a 24-month term basis, with each contract synchronized 
to the PJM planning year, starting on June 1 and ending on May 31. In advance of the start 
of the supply period on June 1 of each year, AEP Ohio proposes to conduct two auctions, 
one in September and another in March, with each auction designed to procture the same 
products at two different points in time. Specifically, under AEP Ohio's proposal, the 
Company would hold six auctions over the term oi Hie ESP, with the first two auctions 
offering both 12-month and 24-month products and the final four auctions offering a 
single 12-month product, in order to ensure Ihat all of the SSO supply would terminate at 
the end of the ESP term. Dr. LaCasse explained that AEP OMo's proposed auction 



Attachment A 
Page 31 oflOO 

13-2385-EL6SO -28-
13-2386-EL-AAM 

structure is consistent with the practice oi other electric distribution utilities in Ohio, while 
also striking an appropriate balance between ttie risk of exposure to market conditions and 
the risk of decreasuig bidder interest and hicreasing administrative cost Dr. LaCasse 
added that the proposed dock auction format, which proceeds in a series of rounds, is 
consistent with the CBP rules adopted in Case No. 12-3254-EL-UNC and is broadly similar 
to the format used by the other electric distribution utilities in Ohio. (Co. Ex. 15 at 9-15, 
18.) 

AEP Ohio proposes a two business day vrindow during which the Commission 
would review the auction results, which could be rejected if a specific CBP rule is violated 
in such a manner so as to invalidate the auction, or if any of the following criteria are not 
met: the auction was oversubscribed on the basis of the indicative offers recdved; there 
were four or more bidders; and no bidder won more than 80 percent of the tranches 
available at the start oi the auction. In the event that there are unfilled tranches in an 
auction or there is a supplier ddault, AEP Ohio proposes to implement a contingency 
plan, which generally calls for procuring any needed supply through the next available 
auction imder the CBP, or, if necessary, through PjM-administered markets. Dr. LaCasse 
provided a number of documents in support of AEP Ohio's CBP proposal, mduding the 
Master ^ O Supply Agreement, Biddhig Rules, Glossary, Communications Protocols, 
Alternate Guaranty Process, Part I Application, Part II Application, and Assodated Bidder 
Rules and Protocols. (Co, Ex. 15 at 4-5,29,32, Ex. CL-2 to CL-9; Co. Ex. 15A) 

Staff recommends that AEP Ohio's proposed SSO auction structure be modified to 
reduce customers' exposure to uncertainty and potential rate volatility in 2017 and 2018, in 
light of the Company's plan to restrict its initial auctions to products that terminate on or 
before May 31, 2017, in conjunction with the Company's request to reserve the right to 
terminate the ESP after two years. Staff witness Strom testified that AEP Ohio's proposal 
has an inadequate amount of product blending and may expose customers to price spikes. 
As a means to provide more price stability for SSO customers, Mr. Strom recommends fhat 
the Commission reject AEP Ohio's early termination proposal; adopt Staffs alternative 
product mix in order to increase auction blending and eliminate 100 percent termination of 
auction products; and adopt a five-year ESP term. Mr. Strom further recommends that the 
Commission require AEP Ohio to propose its next SSO well in advance of the termination 
of ESP 3, which would enable the Q>mpany to blend its last procurements ior ESP 3 with 
the initial prociu«ments for the next SSO. In terms of AEP Ohio's proposed CBP process, 
Mr. Strom testified tiiat the Commission's ability to reject the auction results should not be 
limited to the criteria identified by Company witness LaCasse. Staff reconunends that the 
Commission clarify that it will ulthnatdy determine the criteria used to determine 
whether the auction results should be rejected and that it retains the right to modify and 
alter the load cap or any other feature of the CBP process for future auctions. (Staff Ex. 16 
at 2-6, Ex. RWS-1; Tr. DC at 2245-2250; Staff Br. at 63-67.) AEP Ohio replies tiiat its 
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proposed criteria are reasonable, consistent with prior auctions, and intended to ensure 
certainty for bidders (Co. Reply Br. at 13-14). 

Like Staff, OCC argues tiiat AEP Ohio's proposal relies too much on one-year 
products, which may result in higher prices for consimiers and greater rate volatility. 
OCC witness Kahal recommends that a 50/50 mix of one- and two-year products be 
offered in fhe fifth and sixth auctions. Alternatively, Mr. Kahal proposes that AEP Ohio be 
required to procure SSO supply through a 50/50 mix of one- and two-year products in 
each of the sbc auctions. (OCC Ex. 13 at 49-53; OCC Br, at 118-119; OCC Reply Br, at 104^ 
106.) Constdlation supports AEP Ohio's proposed CBP process and schedule, but notes 
that it is not opposed to amendment of the auction schedule to provide for some auctioned 
tranches of a three-year duration (Constellation Br. at 24-25). 

In response to Staffs and OCCs concerns, AEP Ohio responds that there is no 
evidence that rate volatility will be materially increased by the Company's laddering 
proposal, which would reasonably provide for the termination of the auction products' 
terms at the end of its ESP. With respect to Staff witness Strom's proposal to extend the 
ESP term to five years, AEP Ohio points out that Mr. Strom did not take into account ttie 
impact of his proposal on any other aspect of the ESP, such as whether the distribution 
investment rider (DIR) should be continued for five years, and the fact that a prospective 
significantiy excessive earnings test (SEET) review would be required under R.C. 
4928.143(E) during the fourth year of tiie ESP. AEP Ohio adds that the proposal is 
urmecessary, given that Mr. Strom appeared to recognize that there are other mechanisms 
available to mitigate his concerns, such as through a requirement that the Company 
propose its next SSO suffidentiy far in advance that the final procurements in this ESP can 
be blended with ttie mitial procurements of the subsequent SSO. (Staff Ex. 16 at 4; Tr. IX at 
2257, 2262-2263; Co. Br. at 12-14; Co. Reply Br. at 12-13.) Staff repUes that fhe Commission 
has numerous available ways in which to modify AEP Ohio's proposed auction schedule 
to increase the laddering of auction products in order to reduce customers' exposure to 
rate volatility (Staff Reply Br. at 47-48). 

IGS argues that AEP Ohio's SSO is not a non-discriminatory, comparable, and 
unbundled service, which is counter to R,C 4928.02(A) and (B) and has harmed 
competition in Ohio to the detriment of customers. Spedfically, IGS asserts that the SSO 
receives fevored regulatory treatment and is subsidized by AEP Ohio's distribution 
ratepayers, because significant costs supporting fhe SSO aire recovered through 
distribution rates. IGS adds that AEP Ohio's proposed wholesale auction process will not 
resolve problems with limited customer engagement and the failed devdopment of a 
robust retail electric market for the residential class in particular. IGS, therefore, 
recommends that the Commission direct AEP Ohio to charge SSO suppliers a retail price 
adjustment (RPA) fee designed to recover the costs incmred to make the SSO available, 
which would ttien be retinned to aU distribution ratepayers, IGS asserts that the 
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Commission should establish a proceeding in which to determine the actual and avoided 
costs related to the SSO that would make up the RPA fee. Alternatively, IGS proposes that 
AEP Ohio be required to conduct a retail auction in which suppliers would bid for the 
right to serve SSO customers directiy. IGS believes that a retail auction would generate 
significant revenues that should be used to offset AEP Ohio's deferrals. IGS condudes 
that dther option would benefit customers, encomrage customer engagement in the retail 
electric market, and further state policy by offering a non-discriminatory, comparable, and 
unbundled SSO price, (IGS Ex. 2 at 5-22; Tr. HI at 909-912; Tr. Vff at 1807-1808; IGS Br. at 
3-15.) 

AEP Ohio contends that the recommendations put forth by IGS are contrary to RC. 
4928.141, which requires the Company to provide an SSO to all consmners, while there is 
no statutory basis for the proposed RPA fee. AEP Ohio adds that IGS offered the same 
proposals in Case No. 12-3151-EL-COI, which were rejected by the Commission. In re 
Comm. Investigation of Ohio's Retail Elec, Serv. Maritet, Case No. 12-3151-ELCOI (CRES 
Market Case), Findmg and Order (Mar. 26,2014) at 19. AEP Ohio concludes that because 
the Company's SSO is the default service for non-shopping customers, the 
recommendations of IC^ should again be rejected. (Co. Br. at 14-15; Co. Reply Br. at 14-
15.) OCC also urges the Commission to reject IGS' recommendations. Specifically, OCC 
contends that the reconunendations are contrary to R C 4928.02 and 4928.141; are not 
supported by any evidence; and would erode ttie value of the SSO as a market based 
alternative and increase its price for consumers. (OCC Br. at 123-125; OCC Reply Br. at 80-
81.) Like OCC, OPAE and APJN encourage the Commission to reject ICS' 
recommendations, which, according to OPAE and APJN, are an attempt to undermine the 
SSO as a competitive option (OPAE/APJN Br. at 48-50; OPAE/APJN Reply Br. at 27-29). 
IGS responds that its RPA and retail auction proposals are consistent with Ohio law; 
would lower costs for customers; and enable the retail dectric market to continue to evolve 
following tiie significant changes that have occurred since AEP Ohio's prior ESP 
proceedings (IGS Reply Br. at 4-8). 

In addition to its recommendations regarding the auction process and schedule. 
Staff reconunends that an AEP Ohio settlement zone be established in PJM, as soon as 
practicable, for the purpose of pricing SSO load and that the Company be directed to work 
with Staff in the process. Staff notes that its modding confirms that it would be less 
expensive for suppliers to ddiver energy to an AEP Ohio zonal price point as compared to 
the AEP Load Zone. (Staff Ex. 9 at 2-3; Staff Br. at 70-71.) In response, AEP Ohio states 
that a thorough analysis of the benefits and costs should precede the dedsion to petition 
PJM for a change in the deUvery point Accordingly, AEP Ohio commits to conduct the 
necessary analysis and report back to Staff with the results in a timely manner, (Tr. V at 
1319-1322; Co. Br. at 15-16; Co. Reply Br. at 15.) Staff replies that the Commission should 
direct AEP Ohio to complete its study prior to the independent auction administrator's 
dissemination of bidder information materials for the first auction in which the new load 
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zone is used as the auction ddivery point Further, Staff recommends that AEP Ohio be 
required to share the assumptions and results of the study with Staff. (Staff Reply Br. at 
48.) 

The Commission finds that AEP Ohio's proposal to unplement full auction based 
pricing for its SSO customers for the ESP period beginning on June 1,2015, and continuing 
t h r o u ^ May 31,2018, is reasonable and should be approved with modifications. The CBP 
process, induding the products offered and the timing of the auctions, should be designed 
to minimize uncertainfy and potential rate volatility for SSO customers. AEP Ohio's 
proposed auction schedule, however, places too much emphasis on 12-month products m 
the later auctions, which may have the adverse effect of h i ^ e r prices and greater rate 
volatility. (Staff Ex. 16 at 2-4; OCC Ex. 13 at 49-53.) Accordhigly, the Commission finds 
that AEP Ohio's proposed auction schedule should be modified. Specifically, the first and 
second auctions should occur suffidentiy far in advance of the end oi the oirrent ESP term 
on May 31, 2015, and each offer a mix of 12-montfi (17 tranches), 24-month (17 tranches), 
and 36-month (16 tranches) products, with delivery to commence on June 1, 2015. The 
third and fourth auctions should occur in November 2015 and March 2016, respectivdy, 
and each offer a 24-month (17 tranches) product. Finally, the fifth and sbcth auctions 
should occur m November 2016 and March 2017, respectivdy, and each offer a 12-month 
(17 tranches) product. Additionally, consistent with Staffs recommendation, AEP Ohio 
should propose its next SSO suffidentiy far in advance of the condusion of ESP 3, in order 
to blend the final procurements of ESP 3 with the initial procurements of the next SSO 
(Staff Ex. 16 at 4). AEP Ohio is, therefore, directed to file its next SSO application, 
pursuant to R.C 4928.141, by June 1, 2017. ff a subsequent SSO is not autiiorized by fhe 
Commission by April 1, 2018, AEP Ohio shall procure, through the CBP process, 
100 tranches of a full requirements product for a term that is not less than quarterly or 
more tiian annually to be deliverable on June 1,2018, until a subsequent SSO is authorized. 

The Commission notes that we reserve the right to review and modify any feature 
of the CBP process, as the Commission deems necessary based upon our continuing 
oversight of the process, induding any reports on the auctions provided to the 
Commission by the independent auction manager, AEP Ohio, Staff, or any constdtant 
retained by the Commission. Although AEP Ohio's application addresses specific 
situations in which tiie Commission may reject the results of an auction, we note that this 
provision of the CBP proposal does not circumscribe the Commission's authority to 
oversee the CBP process. 

With respect to Staffs recommendation regarding an AEP Ohio settiement zone in 
PJM/ the Commission takes admmistrative notice of the fact that on October 1, 2014, 
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American Electric Power (AEP) provided notice^ to PJM oi its intention to change the 
existing energy settiement area mto four separate areas based on operating company, 
effective June 1, 2015. Given the expected benefits from the implementation of an AEP 
Ohio settiement zone (Staff Ex. 9 at 3), the new zone should be incorp<M-ated into the 
Company's CBP process as the delivery point for its SSO auctions, beginning on Jime 1, 
2015, Fmally, the Commission dedines to adopt the recommendations of IC^ regarding 
the implementation of retail auctions or an RPA fee. In the CRES Market Case, IGS 
recommended that ttie Commission eliminate the SSO or ottierwise take immediate steps 
to transition beyond the current ddault rate structure. The Commission, however, 
concluded that the SSO should remain the default service for non-shopping customers at 
present in Hght of the success of the SSO auctions, and the fact that elimination of the SSO 
could result in customer confusion. CRES Maiicet Case, Finding and Order (Mar. 26,2014) 
at 19-20, For the same reasons, we again dedine to adopt IC^' recommendations, 

3. Standard Service Offer Pricing 

In the application, AEP Ohio states that the proposed ESP will provide 
transparency in SSO pricing through implementation of a generation energy (GENE) rider, 
generation capacity (GENC) rider, and auction cost reconciliation rider (ACRR), while the 
Company's current base generation charges, fixed cost rider, and auction phase-in rider 
(AHR) will be diminated, in addition to the FAC mechanism, following a final true-up oi 
all costs incurred through May 2015. AEP Ohio notes that its proposed generation service 
riders will give constuners a comparable price to be used when evaluating offers from 
CRES providers. According to AK* Ohio, the CBP auctions will result in a bundled price 
for energy and capadty, as w d l as certain market based transmission services, as 
discussed further bdow. AEP Ohio witness Roush explained that, because multiple 
auctions will be hdd for each deUvery year, a tranche-wdghted average auction price will 
be determined for each ddivery year, which will consist of a capacity price and an energy 
price. Mr. Roush testified that the capacity price will be determined by using the PJM final 
zonal capadfy price for the deUvery year, while the energy price will be the remainder 
after deducting the capacity price from the tranche-wdghted average auction price. Mr. 
Roush further testified that the GENC rider rates, which indude a gross-up for taxes, will 
be determined based upon the contribution of each customer class to the PJM 5 Cohicident 
Peaks (CP), computed as a rate per kilowatt hova (kWh), and updated annually to reflect 
the PJM final zonal capadfy price for the delivery year. The GENE rider rates, according 
to Mr. Roush, will indude a gross-up for taxes, be computed using the seasonal factor set 
forth in the auction rules and loss factors, and be updated annuaUy to reflect the results of 
the competitive bid auctions for the ddivery year. Mr. Roush testified that any over- or 
under-recoveries rdated to the GENE and GK^JC riders would be reconciled through the 

^ Notice of AEPs Intention to Change Existing Load Zone Energy Settlement Area, 
htfp://p|m.com/markefs-and-q|7erations/energy/Imp-model-£nfo.asp)c. 
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ACRR AEP Ohio emphasizes tiiat its proposed pricing methodology is consistent vrifh 
the manner in which the Commission has approved the conversion of auction prices to 
customer rates for other Ohio utilities. (Co. Ex. 1 at 7; Co. Ex. 12 at 4-5, Ex. DMR-2; Co. Ex. 
13 at 4,8-9,11.) 

AEP Ohio witness Moore explamed that the ACRR will enable the Company to 
reconcile any over/under recovery based on the amount billed to SSO customers versus 
die amount paid to auction winners for the procurement of power, as well as to recover all 
costs assodated with the CBP process such as auction manager fees, incremental auction 
costs, and the costs assodated with the contingency plan to procure replacement supply, 
as necessary. With respect to contingency plan costs in particular, AEP Ohio requests that 
such costs, if any, be deemed prudent and approved for recovery through retail rates. 
Ms. Moore testified that the ACRR would be collected on a per kWh basis and updated 
quarterly. (Co. Ex. 13 at 11, Ex. AEM-4; Co. Ex. 15 at 34.) 

With respect to the ACRR, Staff witness Snider recommended that fhe Commission 
direct that AEP Ohio be allowed to collect only its prudentiy incurred CBP costs through 
the rider. Mr. Snider further recommended that the ACRR be subject to an armual audit 
by Staff and that AEP Ohio be directed to work with Staff regarding the details of the 
audit. Finally, Mr. Snider advised that the Commission should direct Staff to ensure that 
there is no overlap of costs recovered through the ACRR and fhe existing APIR, which will 
be replaced by the ACRR. (Staff Ex. 7 at 2-3; Staff Br. at 31-32.) AEP Ohio responds that it 
does not object to Staffs recommendations (Co. Br. at 19). 

Staff witness Tmrkenton noted that in Case No. 13-1530-EL-UNC, the Commission 
approved AEP Ohio's proposed rate mitigation plan for residential customers in the CSP 
rate zone, which phases in winter tail block capadty rates for a period that ends on 
May 31, 2015. In re Comm. Rezneiv of Customer Rate Impacts from Ohio Power Company's 
Transition to Market Based Rates, Case No. 13-1530-EL-UNC, Fmdhig and Order (Mar. 19, 
2014) at 8. Ms. Turkenton further noted that, because capadty costs are expected to 
decrease beginning on June 1,2015, the impact from completely phasing in the winter tail 
block capadty rates on June 1, 2015, would result in moderate increases for residential 
customers in the CSP rate zone. Accordingly, Staff recommends that AEP Ohio provide a 
t5?pical biH impact for residential customers in the CSP rate zone within 30 days following 
the Commission's decision in these proceedings, once the new rates and rider impacts are 
knowrv to determine if the complete phase-in of the winter tail block capadty rates is 
appropriate. (Staff Ex. 15 at 6.) AEP Ohio does not object to this recommendation (Co. Br. 
at 20). 

Regarding the GENC rider, OCC argues that AEP Ohio's proposal to allocate 
responsibility for capadty costs based on the load factor of each customer class will result 
in a $30 million annual cost premium for capadty supplied to residential SSO customers. 
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OCC witness Kahal contends that residential customers pose less migration risk and 
account for a sizable portion of SSO load, which completdy offsets the relatively greater 
capadty costs incurred by SSO suppliers to provide generation services for the residential 
class. Mr. Kahal recommends, therefore, that the residential customer class be allocated 
only an average share of capadty costs or, altemativdy, that the CBP auctions be 
conducted in a marmer that procures generation services for the residential class 
separatdy from the otiier classes. (OCC Ex, 13 at 56-59; OCC Br. at 114-117.) AEP Ohio 
responds tiiat the methodology used by Company witness Roush, including the allocation 
of capadty costs based on class load factors, has been approved by the Commission for the 
other Ohio dectric distribution utilities. AEP Ohio also asserts that OCC witness Kahal 
failed to accotmt for governmental aggregation in his assessment of migration risk; failed 
to conduct an analysis to demonstrate that migration risk would substantially offset the 
lower capadty fector of the residential class; and did not account for other risks factored 
into SSO suppliers' bids, such as the weather sensitive nature of residential usage. With 
respect to <5cC's alternative recommendation, AEP Ohio points out that as Mr. Kahal 
admits, a separate procurement for the residential dass would introduce an imdue and 
unnecessary complexity and cost into the CBP process. AEP Ohio adds that smaller 
auctions may also result in lower partidpation and ultimatdy higher dearing prices. 
(OCC Ex. 13 at 58; Tr. IX at 2101-2109; Co. Br. at 21-22; Co. Reply Br. at 16.) OCC repUes 
that AEP Ohio has not demonstrated that SSO suppliers will incur greater costs to provide 
capacity to ttie residential dass. OCC contends, therefore, that AEP Ohio's capacity 
pricmg proposal is discrhninatory and contrary to R.C. 4905.33, 4905.35, and 4928.02(A). 
(OCC Reply Br. at 99-104.) 

The Commission finds that AEP Ohio's SSO pricing proposal, induding 
establishment of the GENE and GENC riders and the ACRR, which was generally 
imopposed, is reasonable and should be approved, s u l ^ t to Staffs recommendations 
(Co. Ex. 12 at 4-5, Ex. DMR-2; Co. Ex. 13 at 4, 8-9, 11, Ex. AEM.4; Co. Ex. 15 at 34). 
Specifically, regarding the ACRR, we note that AEP Ohio is authorized to collect only its 
pradentiy incurred CBP-related costs through the rider. The ACRR shall be subject to an 
armual audit by Staff, which, among other matters, should ensure that fhere is no overlap 
of costs recovered t h r o u ^ the new ACRR and the current APIR that will be eliminated. 
AEP Ohio should provide any and all doounents or information requested by Staff, and 
otherwise cooperate vdth Staff, m cor^unction with each armual audit. (Staff Ex. 7 at 2-3.) 
The Commission notes that this change may result in an increase in rates for residential 
customers in the CSP xone with high usage in non-peak monttis. The amount of this 
increase will be dependent upon the results oi the auctions to be h d d under the ESP, and 
other provisions of the ESP, We will continue to review the rate impact, induding the 
reasonableness of the impact on these customers. Accordingly, we reserve our 
prerogative to phase in any increase we consider necessary to ensure rate stabiHty for 
these consumers. (Staff Ex, 15 at 6.) 
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The Commission declines to adopt OCC's recommendations regarding the 
allocation of capadty costs to the residential customer dass. AEP Ohio's proposed 
allocation, which is based on dass load factors, is consistent with cost causation principles. 
Further, AEP Ohio witness Roush noted that the Compan/s calculation methodology is 
consistent with the maimer in which auction prices are converted into customer mtes for 
the other Ohio dectric distribution utilities (Co. Ex. 12 at 5), and the Commission has 
previously approved the Company's allocation of capadty costs based on the contribution 
of each customer dass to the PJM 5 CP. In re Ohio Pozver Company, Case No, 13-1530-EL-
UNC, Fmding and Order (Mar. 19, 2014) at 3, 7-8. OCC witness Kahal admitted that all 
other considerations being held equal, the low load factor of the residential dass may wdl 
merit a pricmg premium m comparison to a customer class with a higher load factor. 
Mr, Kahal nevertheless claimed that the larger load size and lower migration risk of the 
residential dass should also be factored into the determination oi capadty rates, (OCC Ex. 
13 at 56-57.) Mr. Kahal, however, did not demonstrate that the alleged lower migration 
risk or the larger size of the residential dass would have a material impact on the bids of 
SSO auction participants, or that these particular factors would substantially offset the 
increased costs attributable to the low load fador of the residential class. Additionally, 
Mr. Kahal did not consider other factors in his analysis, such as the weather sensitive 
nature of residential usage. With respect to OCC's alternative recommendation to conduct 
a separate procurement for the residential class, the Commission finds that this proposal 
would introduce an unnecessary layer of complexity in the CBP process, as Mr. Kahal 
recognizes, and may result in higher costs and lower partidpation in AEP Ohio's auctions. 
(OCC Ex. 13 at 58-59.) Accordingly, we find no merit in OCC's contention that AEP Ohio's 
capadty pricing proposal is discriminatory or otherwise unlawful. 

4. Alternative Energy Rider 

AEP Ohio proposes to continue the bypassable alternative energy rider (AER), 
which was approved by the Commission in the Company's prior ESP proceedings. ESP 2 
Case, Opinion and Order (Aug. 8,2012) at 18. AEP Ohio explams that the AER enables the 
Company to recover the renewable energy credit expense assodated with acquiring or 
creating renewable energy. AEP Ohio notes that its proposal to continue the AER is 
luiopposed. (Co. Ex. 1 at 9; Co. Ex. 13 at 3-4; Co. Br. at 69; Co. Reply Br. at 63-64.) The 
Cotnmission finds that AEP Ohio's proposed extension of the AER is reasonable and 
should be approved (Co. Ex. 1 at 9; Co. Ex. 13 at 3-4). In the ESP 2 Case, the Commission 
specified that the AER should be subject to an annual audit in conjunction with the audit 
of AEP Ohio's FAC mechanism. ESP 2 Case at 18. Although the FAC mechanism has been 
replaced with other generation riders, we note that the aimual audits of the AER should 
neverthdess continue in a separate proceeding under the direction of Staft 
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5. Variable Price Tariffs 

In light of the implementation of full auction based pridng for SSO customers and 
the continued development of the competitive marketplace, AEP Ohio proposes to 
eliminate the intermptible power-discretionary rider (IRP-D), supplement no. 18 (Supp. 
No. 18), schedule standby service (Schedule SBS), and the generation component of the 
standard time of use (TOU) tariffs not related to tiie pilot gridSMART prefect tariffs. AEP 
Ohio witnesses Spitznogle and Moore testified that CRES providers are better positioned 
to offer innovative generation service rate offerings, whereas the Company, as a wires 
business, should no longer provide these generation services. Mr. Spitznogle added that 
AEP Ohio does not expect any significant customer impact from the elimination of its 
variable price tariffs, given that there were relatively few customers, rangmg from 3 to 915, 
taking service under any of these tariffs as of August 2013. Regarding the IRP-D, AEP 
Ohio emphasizes that because it will procure generation services for SSO customers 
through an auction process, the Company is not the entity best able to provide an 
intermptible service product Similarly, with respect to Supp. No. 18, AEP Ohio states that 
discounts on demand charges for off-peak usage by schools and churches should no 
longer be offered by the electric distribution utility and, in any event a discount on 
demand is no longer applicable, because SSO rates will be structured as a per kWh charge. 
Next, AEP Ohio explains that it can no longer administer Schedule SBS, because ttie 
Company cannot monitor or provide backup and maintenance service, given that it no 
longer owns generation assets. Finally, AEP Ohio proposes to eliminate its residential 
TOU generation rates, in light of the new residential rate design to take effect on January 1, 
2015, which the Commission ordered the Company to implement in Case No. 11-351-EI^ 
AIR, et al. In re Columbus Southern Power Company and Ohio Poxver Company, Case No. 11-
351-EL-AIR, et al. (Distribution Rate Case), Opmion and Order (Dec. 14, 2011) at 10, Entry 
Nunc Pro Tunc (Dec. 15,2011) at 2, Entry on Rehearmg (Feb. 14,2012) at 4-9. AEP Ohio 
explains that this change will flatten the energy rate on residential tariffs, reflecting no 
benefit of operating during on- or off-peak periods. (Co. Ex, 1 at 9; Co. Ex. 3 at 12-13; Co. 
Ex. 13 at 9-11; Co. Br. at 70-71.) 

RESA, Constellation, and IGS support AEP Ohio's proposal. RESA and IGS assert 
that the elimination of AEP Ohio's TOU rates would enable CRES providers to provide 
TOU products in fiutherance of the competitive market. Constdlation points out that AEP 
Ohio, as an dectric distribution utility, should be providing only basic defaidt service for 
supply, while CRES providers should be the exdusive suppliers of TOU and other 
innovative products and services. Constellation adds that the continued reliarKe on TOU 
products that are not truly market supplied or market based will prolong ttie day that such 
products are devdoped by CRES providers and that now is the appropriate time to 
dunmate AEP Ohio's TOU rates. (Constellation Ex. 1 at 11; RESA Br. at 32-33; 
Constellation Br. at 23; IGS Br. at 21-22; Constellation Reply Br. at 25-26.) 
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In response to AEP Ohio's request to eliminate the IRP-D, OEG argues that the 
Company should be required to continue an intermptible program. In light of the 
proposed PPA rider, OEG points out that, contrary to AEP Ohio's claim, it would not be a 
wires only company during the ESP term, because the Company would retain its OVEC 
generation assets, if the rider is approved. OEG adds that Duke and the FirstEnergy 
operating companies have Commission-approved intermptible programs. Further, OEG 
contends that there are no realistic market alternatives for customers that ciurentiy 
partidpate in AEP Ohio's intermptible program. Finally, OEG emphasizes that a number 
of significant benefits, which were recognized by the Commission in the ESP 2 Case, would 
be lost if the program is terminated. According to OEG, AEP Ohio's intermptible program 
enhances the reliability of the Company's system, promotes economic development and 
contributes to the Company's energy efficiency and peak demand reduction (EE/PDR) 
requhrements under R.C 4928.66. (OEG Ex. 2 at 7-16, Ex. SJB-4 to SlB-7; Tr. X at 2362-2367, 
2383-2385; OEG Br. at 1&-25.) 

OEG recommends two intermptible rate options for the Commission's 
consideration. First, OEG proposes that AEP Ohio offer an intermptible program that 
provides for an intermptible credit equal to 50 percent of the Net Cost of New Entry (Net 
CONE) ($5.36/kilowatt (kW)-month for 2017/2018), based on Duke's approach and 
patterned after the PJM Limited Emergency Demand Response program, which limits 
interruptions to ten times during the months of June througji September for partidpating 
SSO and shopping customers. As a second option, OEG proposes that AEP Ohio be 
required to offer an unlimited emergency intermptible program under which a 
participating customer would continue to recdve the existing credit of $8.21/kW-month, 
with no limitations on the frequency, duration, and timing of emergency intermptions, 
although the existing notice provisions would continue to apply. According to OEG 
witness Baron, the potential for unlimited emergency curtailments increases the reliability 
value of the intermptible load compared to PJM's program, which justifies the larger 
monthly credit for this option. OEG recommends that AEP Ohio be required to maximize 
the financial value of the intermptible capadty by bidding it into the appropriate PJM 
capacity auction and credit that revenue back to consumers through the EE/PDR rider, 
which would significantiy reduce the cost of the program. Further, OEG proposes that 
AEP Ohio's intermptible program continue to be capped at 525 MW, although, at a 
minimum, OEG requests that all current IRP-D customers be permitted to partidpate in 
one or the other of the two options, if the Commission dects to impose a more restrictive 
cap. Finally, OEG asserts that in light of the intermptible program benefits, it would be 
appropriate for AEP Ohio to recover fhe costs assodated with the intermptible credits 
through either the EE/PDR rider or the economic development rider (EDR). (OEG Ex. 2 at 
16-19; Tr. X at 2346; OEG Br. at 25-26.) 

AEP Ohio responds that in light of changed cuxumstances, the Company does not 
o b ^ to continuing the IRP-D for existing IRP-D customers and as an option for economic 
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devdopment purposes, along with the existing $8.21/k'W-month credit, and ior purposes 
oi imlimited emergency mtermptions only. AEP Ohio emphasizes that its support for a 
modified IRF-D is contingent upon its ability to recover the costs of any intermptible 
credits through the EE/PDR rider, as OEG suggests. With respect to OEG's reconunended 
limited emergency interruption program, AEP Ohio states that the program is not 
appropriate. (Co. Br. at 72-73; Co. Reply Br. at 66-67.) OEG responds that in light of AEP 
Ohio's change in position, the Commission should modify the IRP-D to provide for 
unlimited emergency interruptions with a credit of $8.21/kW-month available to shopping 
and non-shopping customers (OEG Reply Br. at 11-13), EnerNOC bdieves that there are 
not enough details m the record regarding OEG's proposed intermptible load program 
expansion and, therefore, recommends that the Commission open a new docket and direct 
the parties to develop a reasonable tariff, if the program is approved (EnerNOC Reply Br. 
at 6-7), OMAEG points out that AEP Ohio has requested recovery of approximately 
$45 million associated with the IRP-D credit recdved by three customers from 2012 
through 2014. In light of ttie significant cost OMAEG recommends that, if the 
Commission finds that the intermptible load program serves an economic devdopment 
purpose, the Commission should either continue the existing program or institute a 
program comparable to Duke's, wherein the credit is equal to 50 percent of the applicable 
Net CONE rate per MW. OMAEG bdieves that the costs of the program should be 
recovered through ttie EDR rather than tiie EE/PDR rider. Finally, OMAEG asserts that 
AEP Ohio should be required to continue to bid the intermptible load in PJM's capadty 
auctions, with any restdting revenues credited back to customers through the EDR. (Tr. X 
at 2342-2352; OMAEG Reply Br. at 20-25.) OCC objects to AEP Ohio's late change in 
position and argues that the Commission should seek ways to protect the customers tiiat 
fund the IRP-D credit, such as by allowmg the credit to continue only until existing IRP-D 
customers can find a curtailment service provider or bid their intermptible loads into the 
PJM auctions (OCC Reply Br. at 96-99). 

Staff notes that, with respect to Schedule SBS, AEP Ohio proposes to assess 
generation-rdated charges for backup power and planned maintenance services xmder the 
GENE, GENC, and ACRR based on the actual energy used for those services during a 
billing period. Staff recommends that Schedule SBS be maintained and modified to 
reference the applicable generation-related riders, along with the appropriate tariff for 
distribution service. Staff asserts that its proposal will make it easier for customers to 
understand how backup and planned maintenaiKe charges will be calculated and ensure 
that customers are aware that the services are provided through the SSO. (Staff Ex. 1; Staff 
Ex. 6 at 2-4; Staff Br. at 68-70.) In its reply brid. Staff pomts out that AEP Ohio has not 
dearly indicated whether the Company requests to eliminate standby service or just 
Schedule SBS. In any event Staff believes that AEP Ohio has an obHgation and should be 
required, pursuant to R C 4928.14 and 4928.141, to continue both standby service and the 
correspondmg tariff. (Staff Reply Br. at 43-47.) For its part, AEP Ohio replies that Staff's 
recomm^idation tiiat Schedule SBS be maintained is unnecessarily complex and 
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inappropriate, because the tariff would no longer be used to collect a separate charge for 
standby service. AEP Ohio adds that it can directiy resolve any confusion over the 
elimmation of Schedule SBS with the Company's three standby customers. (Co. Reply Br. 
at 64-65.) 

OCC, ELPC, OEC, and EDF iu:ge the Commission to reject AEP Ohio's proposal to 
eliminate the generation component of the standard TOU tariffs. OCC points out that 
CRES providers are not offering TOU products to customers and that the majority of 
dectric utilities in Ohio continue to have tariff based TOU rates, which OCC believes 
should be retained as the market emerges for these types of product offerings. OCC adds 
that approximately 915 customers would lose their savings from the TOU rates, if AEP 
Ohio's proposal is adopted. ELPC argues that AEP Ohio's proposal is contrary to R.C. 
4928.02(D); inconsistent with prior Commission directives set forth in the CRES Market 
Case and other proceedings; detrimental to consumers and the environment; and untimely. 
Because no CRES provider is currentiy offering TOU rates and the majority of residential 
consumers continue to recdve service under the SSO, ELPC disputes AEP Ohio's claim 
that CRES providers are better situated to provide TOU rates. OEC and EDF assert that 
AEP Ohio should provide TOU rates until a reasonable number of CRES providers offer 
TOU products. (OCC Ex. 11 at 33-34, Ex, JDW-15; ELPC Ex, 1; Tr. I at 78-79; Tr. ffl at 694-
695; OCC Br. at 109-112; ELPC Br. at 4-6; OEC/EDF Br. at 3 ^ ; OCC Reply Br. at 86-88.) hi 
response to such concerns, RESA points out that there is adequate time for CRES providers 
to make TOU offers before AEP Ohio's proposed elimination of TOU rates would take 
effect, particularly in Ught of the small number of affected customers. In any event, RESA 
believes that the Commission should eiKOurage the competitive market to offer TOU 
products by approving AEP Ohio's request to terminate its TOU rates. (RESA Br. at 33; 
RESA Reply Br. at 21.) IGS adds that the Commission should fmd means to enable CRES 
provides to offer TOU products, such as ensuring access to the necessary customer data 
(IGS Reply Br. at 13-14). In its reply brief, AEP Ohio pomts out that CRES providers are 
eager to provide TOU products to customers. Regarding the Commission's directives on 
TOU rates as set forth in the CRES Market Case, AEP Ohio notes that this matter should be 
addressed in the context of the Compan/s appHcation to diminate its TOU tariffs 
associated with the first phase of the gridSMART program, which was filed in Case No. 
13-1937-EL-ATA. (Co. Reply Br. at 65-66.) 

The Commission finds that AEP Ohio's request to eliminate the IRP-D, Supp. No, 
18, Schedule SBS, and the generation component of the standard TOU tariffs not related to 
the pilot gridSMART project tariffs should be denied. We believe that it is reasonable and 
appropriate for AEP Ohio to continue the IRP-D, Supp. No. 18, Schedule SBS, and the TOU 
tariffs at this point in time. Although the Commission fully expects that CRES providers 
will begin to offer TOU and other irmovative and dynamic products as smart grid 
deployment expands and we strongly encourage their endeavors in this area, the record is 
dear that such products are not, at present offered by CRES providers in AEP Ohio's 



Attachment A 
Page 43 of 100 

13-2385-EL^SSO ^ 0 -
13-2386-EL.AAM 

service territory (OCC Ex. 11 at 33-34, Ex. JDW-15; Tr. I at 78-79). As the Commission 
recentiy stated in the CRES Market Case, time-differentiated rates are a type of generation 
service that should be offered by generation service providers. We directed the dectric 
distribution utilities to offer time-differentiated rates and to partidpate ui the Market 
Development Working Group (MDWG) to assist in the devdopment of proper data 
exchange protocols to improve the ability of CRES providers to offer time-differentiated 
rates. CRES Marfef Case, Fmding and Order (Mar. 26,2014) at 37-58. Throughout tiie ESP 
period, AEP Ohio will remain the SSO provider, regardless of the fact that generation 
services will be fully procured through the CBP process. Therefore, for the same reasons 
articulated in the CRES Market Case with respect to time-differentiated rates, the 
Commission finds that AEP Ohio should continue to make its TOU and other variable 
price tariffs available to customers, while the competitive nruirket suffidentiy develops 
such that a reasonable number of CRES providers, in fact begin to offer these types of 
irmovative generation services and pridng. 

At the same time, we recognize that AEP Ohio's variable price tariffs may require 
modifications, in fight of the implementation of full auction based pricing t h r o u ^ several 
new generation riders. Consequentiy, Schedule SBS should be modified, as recommended 
by Staff (Staff Ex. 6 at 3-4), to reference fhe applicable generation riders and distribution 
tariffs, such that customers are able to imderstand how the Company calculates 
supplemental, backup, and maintenance service charges. With respect to Supp. No. 18 
and the residential TOU tariffs, AEP Ohio should propose any rate design changes 
necessary for schools, churches, and residential customers to retain the current financial 
benefits associated with using power during off-peak periods. Accordingly, AEP Ohio 
shoidd file proposed revised tariffs within 60 days of the date of this Opinion and Order. 

Finally, the Commission agrees with OEG that the IRP-D offers numerous benefits, 
induding the promotion of economic devdopment and fhe retention of manufacturing 
jobs, and furthers state poUcy, which we recognized in the ESP 2 Case. ESP 2 Case, 
Opmion and Order (Aug. 8,2012) at 26,66. We fmd that the IRP-D should be modified to 
provide for unlunited emergency mtermptions and that the $8.21/kW-month credit 
should be available to new and existing shopping and non-shopping customers. 
Consistent with its current practice, AEP Ohio should continue to apply for recovery of the 
costs assodated with the IRP-D through the EE/PDR rider, until otiierwise ordered by the 
Commission. AEP Ohio should also bid the additional capadty resources assodated with 
the IRP-D into PJM's base residual auctions h d d during the ESP term, with any resulting 
revenues credited back to customers through the EE/PDR rider. 

6, Distribution Investment Rider 

The DIR was previously approved by the Commission, in the ESP 2 Case, to 
facilitate the timdy and efficient replacement of aging infrastructure to improve service 
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reliability. ESP 2 Case, Opuiion and Order (Aug. 8, 2012) at 46-47. Presentiy, the DIR is 
updated quarterly using FERC forms and AEP Ohio's DIR rider rates are automatically 
approved 60 days after the application is Sled, unless the Commission specifically orders 
otherwise. The Commission reviews the DIR annuaUy for accounting acairacy, prudency, 
and compliance with the DIR plan devdoped by AEP Ohio with Staff input 

hi this ESP application, under the authority of RC. 4928.143(B)(2)(h), AEP Ohio 
requests the continuation of the DIR, with certain modifications and adjustments. AEP 
Ohio requests that the DIR rate caps be established at $155 million for 2015, $191 million 
for 2016, $219 million for 2017, and $102 million for January 1 through May 31,2018, for a 
total of $667 million. For any year that AEP Ohio's investment results in revenues to be 
collected that exceed the cap, the excess would be recovered and be subject to the cap 
applicable in the subsequent period. The same would be tme when AEP Ohio's 
investment results in revenues to be collected that fall bdow the cap for the period; the cap 
for the subsequent period woidd be increased by the amount available from the prior 
period. AEP Ohio proposes DIR capital projects that primarily fall into eight categories: 
asset improvement, customer service, forestry, general, other, planning capacity, 
reUability, and system restoration. AEP Ohio reasons that these types of capital 
investments are key components in its strategy for maintaining the distribution system 
and improving reliability. One of the capital investments fhat AEP Ohio plans to make, if 
this ESP is approved, is to replace its 800 megahertz radio system at a cost of 
approximately $23 million. The radio system is used to support fidd communication, 
dispatching, remote equipment interrogation, global positioning satdUte communications, 
service restoration, and remote meter reading. (Co. Ex. 1 at 9-10; Co. Ex. 4 at 17-19; Co. Ex. 
14 at 5-7.) 

However, AEP Ohio requests that the DIR, as currentiy implemented, be modified 
in three respects.^ First AEP Ohio requests that the DIR mechanism be modified such that 
the balance of each category of plant incurs an applicable associated carrying charge. 
Second, AEP Ohio proposes that the DIR be expanded to indude general plant Third, 
AEP Ohio requests that a gross-up factor be added to riders, induding the DIR, to accotmt 
for the Company's obligation to fund a portion of the budgets of the Commission and 
OCC. (Co. Ex. 13 at 5-7; Co. Ex. 14 at 1-Z) 

Market Strategies International (MSI) conducted telephone surveys for AEP Ohio in 
2012 to determine customer reliability expectations. MSI conducted two series of 
telephone surveys, interviewing a total of 400 residential customers and 400 small 
commercial customers. According to the survey results, 69.8 percent of residential 
customers and 75.8 percent of small commercial customers bdieve that their dectric 

AEP Ohio also requests that gridSNfAKT Phase 1 capital costs be transferred into Oie DIR and that issue 
is addressed in the gridSMART section of this Opinion and Order. 
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service rdiabilify expectations will stay about the same over the next iive years. 
Significantiy fewer customers surveyed, 13.0 percent of residential customers and 
14.8 percent of small commerdal customers, thought that their service reliability 
expectations over the next five years would increase somewhat Some of the customers 
surveyed thought that their service rdiability expectations would increase significantiy 
over the next five years, 5.8 percent of residential customers and 3.0 percent of small 
commercial customers- On the other hand, the surveys revealed that rdativdy few 
customers believe fhat their service rdiability expectations will decrease somewhat, 
5.3 percent of residential customers and 2.8 percent of small commercial customers. (Co. 
Ex. 4 at 5-B, Ex. SJD-1 at 1-Z) 

AEP Ohio submits that the DIR advances the state policies expressed in R.C. 
4928.02(A), (D), (E), (G), and (M). Furtiier, AEP Ohio encoxurages the Commission to fuid 
that the DIR, as proposed, satisfies the statutory requirements set forth in R.C 
4928.143(B)(2)(h) and to approve the rider. (Co. Br. at 84.) 

OHA supports the Commission's approval of the DIR, as proposed by AEP Ohio 
(OHA Br. at 3). Similarly, Staff generally does not oppose the continuation of the DIR, as 
the Commission approved the mechanism and ttie process for review in AEP Ohio's 
previous ESP proceedings. ESP 2 Case, Opmion and Order (Aug. 8, 2012) at 46-47. Staff 
testified that AEP Ohio's most recent system reliability standards were developed 
pursuant to Ohio Adm.Code 4901:1-10-10(B)(2), in Case No. 12-1945-EI^ESS, and adopted 
by the Commission in accordance with a stipulation filed by all of the parties to the 
proceedmg. In re Ohio Pozver Company, Case No. 12-1945-EL-ESS (Reliability Standards 
Case), Opinion and Order (Mar. 19, 2014) at 6, In the Reliability Standards Case, the 
Commission established a customer avo-age uitermption duration index (CAIDI) oi 
150.0 minutes and a system average interruption frequency uidex (SAIFI) of 1,20, 
excluding "major event days," as defined by the Institute of Electrical and Electronics 
Engineers. The new CAIDI and SAIFI standards were first applicable to AEP Ohio for 
calendar year 2013. Staff confirmed that, based on AEP Ohio's application filed ui 
Case No. 14-517-EL-ESS, tiie Company met both its SAIFI and CAIDI performance 
standards for 2013. For that reason. Staff recommends that the Commission find that AEP 
Ohio's reliahHity expectations are alipaed with those oi its customers. (Staff Ex. 10 at 5-6; 
Staff Ex. 17 at 2; Staff Br. at 43.) 

Staff, however, opposes the substantial increase and modifications that AEP Ohio 
requests with respect to the DIR. Regarding the request to indude general plant. Staff, 
OCC, and Kroger assert that the request is another example of AEP Ohio's attempt to 
avoid a distribution rate case. OCC argues that general plant is not, by definition, 
infrastmcture and, therefore, it is not appropriate to indude general plant in the DIR. Staff 
reasons that the recovery of general plant costs via a rider is inconsistent with the intent of 
the ESP statute and the Conunission's directives with respect to the DIR. Noting the 
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Commission's rationale for approving the DIR as stated in the ESP 2 Case, Staff asks the 
Commission to reaffirm its directive that AEP Ohio's DIR spending focus on those 
components tiiat will best improve or maintain rdiability. General plant in Staff's and 
OCC's opinion, does not satisfy the Commission's stated criteria, because the types of 
general plant expenses that AEP Ohio seeks to indude in the DIR do not directiy rclate to 
the reliability of the distribution system. Steiff maintains that general plant like the radio 
system and service centers, at best supports maintaining rdiability, but does not directiy 
relate to distribution system reUability. Staff argues that the DIR was never intended to 
facilitate the recovery of all capital expenditures. General plant Staff reasons, does not 
satisfy the Commission's stated objective for the DIR, which is "to encotu-age the dectric 
utility to proactively and dficientiy replace and modernize infrastructure." ESP 2 Case, 
Opmion and Order (Aug. 8,2012) at 47. Staff requests that AEP Ohio's proposal to modify 
tiie DIR to indude general plant be denied. (OCC Ex. 18 at 14; Staff Br. at 43-47; Staff 
Reply Br. at 34^6; OCC Br. at 85-86; OCC Reply Br, at 59-60; Kroger Reply Br. at 3-4.) 

AEP Ohio responds that the general plant investments in question primarily consist 
of service centers and the radio conununications systems that directiy support the front
line employees. AEP Ohio witness Dias testified that some of the facifities were built in 
the World War H era and need work. AEP Ohio notes that the DIR plan will be discussed 
with Staff, as it has been since implementation, and filed with the Commission. AEP Ohio 
further notes that Staff witness McCarter indicated ttiat after a full review. Staff may agree 
to the mdusion of the radio system. (Tr. II at 344; Tr. DC at 2295; Co. Reply Br. at 73-74.) 

AEP Ohio also proposes that the DIR be modified to include a factor to account for 
the Commission's and OCC's budgets. According to Staff, induding a gross-up factor to 
account ior AEP Ohio's share oi tiie Commission's and OCCs budgets is short-sighted 
and urmecessary. Staff contends that there are only two scenarios where AEP Ohio would 
owe a significantiy larger doUar amount for the assessments in a subsequent year first, if 
AEP Ohio's revenues increase disproportionally to the revenues of all of the other 
regulated public utilities ui Ohio; and, second, if there is an increase in either the 
Conunission's or OCCs budget. Staff notes that the Commission's and OCCs budgets 
have not increased in recent years and are not expected to increase in the foreseeable 
future. Staff also argues that AEP Ohio did not demonstrate that its revenues would 
increase so disproportionately as to justify the proposed change hi the gross-up factor. 
(Staff Ex. 17 at 4; Staff Br. at 47-48.) 

OCC emphasizes AEP Ohio's failure to provide specific service rdiabiUty 
improvements for each DIR program implemented. OCC and OMAEG argue that AEP 
Oldo failed to present any analysis to support its claims that service reliablHty has and will 
deteriorate without the DIR. For that reason, OCC and OMAEG oppose any increase in 
the DIR without supporting documentation. (OMAEG Br. at 10; OCC Reply Br. at 56.) 
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li the Conunission approves the continuation of the DIR, Staff makes six 
recommendations to facilitate the Commission's effident review oi plant recovery costs 
across the Compan/s riders. More specifically. Staff recommends that, in all subsequent 
DIR filings, AEP Ohio indude additional detailed account and subaccount information; 
employ jurisdictional allocations and accrual rates from the Distribution Rate Case; provide 
a full reconciliation between the functional ledger and FERC forms; detail the DIR revenue 
collected by month; and highUght and quantify any proposed changes to capitalization 
policy. Staff also recommends that the Commission direct AEP Ohio to file a fully 
updated depredation study by November 2016, with a study date of December 31, 2015. 
(Staff Ex. 17 at 5-7.) 

OCC notes that AEP Ohio's enhanced service reliability rider (ESRR) and DIR 
programs include ttie widening and dearing of ri^t-of-ways. OCC recommends that the 
Commission delete $3.9 million from the forestry component of the DIR for each year 2015 
through 2018 to avoid any double recovery by AEP Ohio. (Tr. IT at 353; OCC Br. at 84-85.) 
Further, OCC contends that the depreciation reserve used to calculate property taxes 
should be adjusted to eliminate fhe cumulative amortization of the excess depredation 
reserve and tiie net plant to whkh the property tax is applied (OCC Br. at 90). Staff 
concurs with OCC's reconunendation (Staff Reply Br. at 36-37). 

OCC beUeves fhat the DIR, as well as other riders, should not be allocated based on 
total base distribution revenues, as AEP Ohio proposes, but rather in proportion to the 
allocation of net dectric plant in service as set forth m the cost-of-service studies filed in 
the Distribution Rate Case, OCC contends that AEP Ohio's allocation does not follow cost 
causation principles and would result in residential customers being charged 
approxhnatdy $29 million more than their fair share for the DIR, ESRR, and sustained and 
skilled workforce rider (SSWR). (OCC Ex. 14 at 5-12; OCC Br. at 107-109.) 

OEG and lEU-Ohio oppose OCCs reallocation proposal. OEG advocates that the 
costs underlying fhe DIR and the other riders are rdated to the provision of distribution 
service and it is, therefore, reasonable to allocate the rider costs to rate schedules on the 
basis of distribution revenues. OEG notes that the Commission adopted the DIR in the 
ESP 2 Case and reasons that it is appropriate for the Commission to follow this 
methodology for the new and modified riders proposed in these ESP proceedhigs. OEG 
also reasons that the approach recommended by OCC would require a fresh review of ttie 
cost of service and allocation methodology, which would equate to a "mini rate case" on 
rider allocation and rate design. OEG offers that such a review is outside of the scope and 
would unduly complicate the ESP proceedings. OEG and lEU-Ohio subnnit that tiie 
cost-of-service study relied on by OCC is outdated and reliance on the study would be 
unreasonable. OEG asserts that there is uisuffident evidence in these proceedings to 
change an allocation method and rate design that the Commission has previously vetted 



Attachment A 
Page 48 of 100 

13-2385.EL-SSO -45-
13-2386-EL.AAM 

and determined to be fair, just and reasonable. (OEG Br. at 27; lEU-Ohio Reply Br. at 28-
30.) 

OPAE and APJN challenge the DIR, noting fhat AEP Ohio is not dainung that 
rdiabilify will dedine if the DIR is not approved in this ESP. Given that the DIR currentiy 
constitutes approximately 17.1 percent of the average residential customer's distribution 
charges, OPAE and APJN reason that this rider makes electric service less affordable for 
residential customers who are stmggling finandally. On that basis, OPAE and APJN 
opine tiiat it is reasonable for the Commission to discontinue the DIR. OPAE and APJN 
dispute AEP Ohio's contention that the DIR advarKes the state policy as expressed ni R.C. 
49^.02(A), which requires the availability to consumers of reliable and reasonably priced 
retail electric service. OPAE and APJN claim that AEP Ohio failed to p r^en t any 
testhnony or discussion on brief indicating how the DIR complies with R.C 4928.02(L), 
regarding the protection of at-risk populations. To address this oversight OPAE and 
APJN suggest that fhe Commission require AEP Ohio to continue its annual $1 million 
fundmg commitment of the Neighbor-to-Ndghbor program. Further, OPAE and APJN 
ask die Commission to direct AEP Ohio to contribute $1 million annually from 
shareholders to the Neighbor-to-Neighbor program. Finally, these intervenors ask the 
Commission to exempt income-eKgible customers from riders approved in these ESP 
proceedings, iiKluding the DIR, to mitigate the impact of rate increases on at-risk 
customers, in support of RC. 4928.02(L). (OPAE/APJN Reply Br. at 4-9.) 

First tiie Commission notes that under R C 4928.143(B)(2)(h), an ESP may mclude 
provisions regarding distribution infrastructure and modernization incentives for the 
dectric distribution utility. In determining whether to approve an ESP that includes a 
provision for distribution infrastracture modernization, R.C 4928.143(B)(2)(h) directs the 
Commission to exanune the reliability of the dectric distribution utflity's distribution 
system, ensure that tiie expectations of customers and the dectric distribution utility are 
aligned, and determine that the electric distribution utility is pladng suffident emphasis 
on and dedicating suffident resources to fhe reliability of its distribution system. 

The Commission condudes that the record indicates that the vast majority of 
residential customers, 82.8 percent, and small commerdal customers, 90.6 percent believe 
their electric service expectations will be about the same, or increase somewhat over ihe 
next five years (Co. Ex. 4 at Ex. SJD-1 at 1-2). We note that, in the prior ESP proceedings, 
when the Commission approved the implementation of the DIR, AEP Ohio's reliability 
measures were or had been bdow its rdiability standards for 2010 and 2011. ESP 2 Case, 
Opinion and Order (Aug. 8, 2012) at 45. The record in these proceedings mdicates ttiat 
AEP Ohio has met its system reliability standards, CAIDI and SAIFI, for 2013 (Staff Ex. 10 
at 5). Fmrfher, in fhe Reliabilify Standards Case, AEP Ohio agreed to file an updated 
reliability performance standards application by June 30, 2016, to reflect the impact of 
system design changes, technological advancements, geographical effects of programs 
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Uke, but not limited to, the DIR and gridSMART programs, and the results of updated and 
current customer perception surveys. Reliability Standards Case, Opinion and Order 
(Mar. 19,2014) at 3. 

As several of the parties have noted, the Commission approved the current DIR 
mechanism on the premise offered by AEP Ohio that aging infrastmcture was the primary 
cause of customer outages and rdiability issues and the DIR would improve rdiabifity and 
support the installation of gridSMART technologies. The expanded DIR for which AEP 
Ohio seeks approval in these ESP proceedmgs far exceeds the justification offered and 
accepted by ttie Commission in approving the original DIR Furthermore, it appears that 
AEP Ohio's hiterpretation of distribution uifrastructure exceeds the mtent of the statute 
(Tr. II at 436-438). Accordmgly, we must deny AEP Ohio's request to significantiy increase 
the amount to be recovered via the DIR and to incorporate general plant into the DIR 
mechanism. The record does not support such a significant expansion of the DIR. We find 
that AEP Ohio's DIR uivestments, at the level requested in these proceedings, would be 
better considered and reviewed in the context of a distribution rate case where the costs 
can be evaluated in the context oi the Company's total distribution revenues and expenses, 
and the Compan/s opportunity to recover a return on and of its investment can be 
balanced against customers' right to reasonably priced service. (Staff Ex. 17 at 3.) For 
these reasons, the Commission denies AEP Ohio's request to increase the DIR to the level 
proposed in the ESP application and its request to incorporate general plant into the DIR 
mechanism. 

Likewise, we deny AEP Ohio's request to adjust the DIR to account for the budgets 
of the Commission and OCC The Commission agrees wifh the arguments of Staff that it 
is unlikdy that the budgets of dther agency will increase significantiy over the next few 
years suffident to justify revising the DIR (Staff Ex. 17 at 4). For this reason, we fmd that 
the requested modification to the DIR is inappropriate and imreasonable. Further, the 
Commission declines to adopt OCCs recommendation regarding the allocation of the 
DIR, as it is reasonable and consistent with the ESP 2 Case to allocate the rider costs to rate 
schedules on the basis of distribution revenues. We dso dedine to adopt OCCs proposal 
to adjust the forestry compwnent of the DIR, because OCC has not established the 
occurrence of any double recovery through the DIR and ESRR. We note, however, that the 
DIR will continue to be subject to an aimual audit 

The Commission finds merit in OCC's recommendation to revise the property tax 
cdculation and, therefore, we adopt the adjustment recommended by OCC witness EJffron 
(OCC Ex. 18 at 9-11; Staff Ex. 17 at 4-5). We hntiier modify the DIR to adopt tiie sbc 
recommendations by Staff regarding detailed account information, jturisdictional 
allocations and accrual rates, reconciliation between functional ledgers and FERC form 
fiUngs, revenue collected by month in the DIR, highli^ting and quantifying DIR 
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capitalizati<m policy, and the filing of an updated depreciation study by November 2016, 
as outlined in Staff witness McCarter's testimony (Staff Ex. 17 at 5-7), 

However, the Commission recognizes that AEP Ohio is now performing at or above 
its established reliability standards and its reliability expectations appear to be aligned 
vntii its customers (Staff Ex. 10 at 5; Co. Ex. 4 at Ex. SJD-1 at 1-2). Therefore, we condude 
that it is no longer necessary for AEP Ohio to work with Staff to develop a DIR plan, so 
long as the Company continues to perform at or above its adopted reliability standards. 

To facilitate AEP Ohio's continued proactive mvestment m its aging distribution 
infrastmcture, we approve the Compan/s request to continue the DIR at $124 million for 
2015, $146.2 million for 2016, $170 million for 2017, and $103 million for January through 
May 2018, for a total of $543.2 million. The Commission has determined the annual DIR 
amounts based on the levd of growth of three to four percent as permitted for the DIR in 
the ESP 2 Case. We find this to be a reasonable level to allow AEP Ohio to continue to 
replace aguig distribution infrastructure in order to maintain and improve service 
reliability over the term of this ESP. With the modifications discussed herein, the 
Commission approves the continuation of the DIR as a component of the ESP. 

7. Enhanced Service Rdiabilitv Rider 

AEP Ohio's ESRR was originally approved by the Commission, imder R.C 
4928.143(B)(2)(h), in tiie ESP 1 Case, as the Enhanced Service Rdiability Plan - Enhanced 
Vegetation Initiative. ESP 1 Case, Opmion and Order (Mar. 18,2009) at 34. The ESRR was 
approved again m the ESP 2 Case. ESP 2 Case, Opuiion and Order (Aug. 8, 2012) at 64-65. 
As previously approved, AEP Ohio's ESRR is the cost recovery mechanism for 
implementation of a proactive, cyde-based vegetation management program. Particularly, 
in the ESP 2 Case, the ESRR was focused on AEP Ohio's transition to a four-year proactive 
cyde rather than primarily reactive vegetation control. Under the program, trees and 
other vegetation along AEP Ohio's circuits are to be trimmed end-to-end every four years, 
right-of-ways widened, and danger trees removed, among other thhigs. According to AEP 
Ohio, the vegetation management program provides storm hardening by reducing the risk 
of trees contacting power lines during a storm. (Co. Ex. 1 at 9-10; Co. Ex. 4 at 10,14; Co. 
Ex. 13 at 3-4; Co. Br. at 84-87.) 

In this ESP, AEP Ohio requests the continuation of the ESRR, in order to complete 
the transition to a cyde-based vegetation management program. AEP Ohio seeks 
approval to increase operations and maintenance (O&M) and capital costs for the program 
over the amount currentiy included in base distribution rates. Beginning in June 2015, 
AEP Ohio forecasts $1 million per year for 2015 through 2017, and $1.1 million for 2018, in 
capital costs, as well as $25 million per year ior 2015 through 2017, and $26.3 nuUion for 
2018, in O&M expense, based on an updated ESRR forecast. AEP Ohio submits that the 
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increase in O&M expense over the approximately $18 million previously induded in the 
ESRR is primarily due to increased fuel and labor costs and the availability of actual 
historic date used to develop the forecast Otherwise, AEP Ohio is proposmg that the 
ESRR continue as it is presentiy approved. AEP Ohio submits that the continuation of the 
v^etation management program promotes the state policy objectives expressed in R C 
4928.02(A) and (E). (Co. Ex. 4 at 10,14,20; Co. Ex. 13 at 3-4; Tr. I at 80-81; Co. Br. at 84-B7.) 

Staff opposes the proposed cost increase in O&M expense from $18 million to 
$25 million. Staff notes that the ESRR was approved to facilitate AEP Ohio's transition to a 
cyde-based vegetation management program. Staff further notes that, in the ESP 2 Case, 
the Commission approved, at AEP Ohio's request, $18 million in annual O&M expense to 
enable the Company to recover, through the ESRR/ incremental costs above the amount 
already recovered through base distribution rates. Emphasizing that AEP Ohio expects to 
have fully transitioned to a four-year maintenance cycle ui 2014, Staff submits that 
catching up on the trimming of the Compan/s circuits involved higher costs than more 
routine trimming. Staff challenges fhe accuracy of the current $25 million aimual O&M 
estimate in comparison to the process AEP Ohio used in the prior ESP. Staff points out 
that AEP Ohio's current estimate is derived from the Compan/s average cost per mile for 
2009 to 2012, which included the period of time when the vegetation management 
program was in transition, with a 30 percent reduction based on the experience of the 
Compan/s Oklahoma affiliate when it transitioned to a four-year vegetation maintenance 
program. Staff posits fhat the prior estimate and methodology used in the ESP 2 Case were 
robust and accurate, incorporating a broad set of factors to determine the costs assodated 
with a cycle-based vegetation maintenance program m Ohio. Staff argues that the 
$25 milUon O&M estimate is based on the cost of a special, more expensive catch-up 
project and then reducing that amoimt by an inaccurate and inappropriate percentage. 
Further, Staff asserts tiiat AEP Ohio failed to produce any evidence that tree trimming 
activities in Oklahoma are comparable to those in Ohio; demonstrate that the former 
methodology used to estimate vegetation management costs was flawed; or show that the 
current methodology to estimate vegetation management is more accurate or an 
improvement Staff notes that if AEP Ohio's O&M expense exceeds $18 million, there is a 
mechanism to ensure the Company recovers the appropriate amoiuit in the annual ESRR 
recondliation filing. Staff recommends that the Commission reject the increased ESRR 
amount and maintain the $18 million O&M estimate aheady in place. (Staff Ex. 10 at 7-10; 
Tr. II at 445-446; Staff Br. at 52-55; Staff Reply Br. at 42-43.) 

OPAE and APJN object to the continuance oi the ESRR, on the basis ttiat AEP Ohio 
has been approved for suffident funding to transition to a four-year cycle-based 
vegetation plan. The intervenors argue that any continued recovery of O&M and capital 
costs for vegetation management should be reflected in base distribution rates, with any 
additional collection for vegetation management expense subject to a base distribution rate 
case, so that AEP Ohio's costs can be reviewed. (OPAE/APJN Br. at 36-37.) 
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OCC recommends that the ESRR not be allocated based on total base distribution 
revenues, as AEP Ohio proposes, but that the capital costs be allocated instead in 
proportion to the allocation of net electric plant in service and the O&M costs be allocated 
in proportion to the allocation of distribution O&M expenses as set forth in the cost-of-
service studies filed in the Distribution Rate Case. OCC bdieves that AEP Ohio's allocation 
is contrary to cost causation prindples and would require residential customers to pay 
approximatdy $29 million more than they should for the DIR, ESRR, and SSWR. (OCC Ex. 
14 at 5-12; OCC Br. at 107-109.) OEG asserts that the costs underlymg the ESRR and the 
ottier riders mentioned by OCC are rdated to tiie provision of distribution service and it is, 
therefore, reasonable to allocate the rider costs to rate schedules on the basis of 
distribution revenues. For the same reasons noted above with respect to the DIR, OEG 
believes that it is appropriate for the Commission to follow the methodology adopted hi 
the ESP 2 Case. (OEG Br. at 27.) 

AEP Ohio points out that, while Staff prefers the $18 million O&M estimate for the 
ESRR, Staff did not perform its own quantification of O&M expense necessary for a 
four-year trim cyde and, in any event Staff supports the Company's recovery of 
prudentiy incurred costs to maintain the cycle. AEP Ohio retorts that the record evidence 
supports its $25 million O&M forecast for continuance of the ESRR so that the Company 
can contmue to proactively prevent tree-related outages. (Tr. V at 1349-1350,1360; Co. Br. 
at 85-87; Co. Reply Br. at 76.) 

The Commission finds that AEP Ohio's request to continue the ESRR is reasonable 
and should be approved, as proposed by the Company, and as currentiy allocated 
between the customer classes and rate schedules. As required pursuant to R.C 
4928.143(B)(2)(h), the Commission has previously considered and discu^ed the alignment 
of the expectations of AEP Ohio and its customers with respect to the DIR. The ESRR 
supports a proactive vegetation program that reduces the impact of weather events and 
maintains the overall electric system. Continuing the ESRR, induding the widening of 
right-of-ways, the removal of danger trees, and the proactive trimming of vegetation, will 
prevent and reduce tree-rdated outages and service intermptions. Regarding AEP Ohio's 
forecast of O&M expense for the ESRR over the ESP term, the record reflects that the 
Compan/s projected increase in O&M expense is derived from an updated estimate based 
on the actual costs to trim vegetation in Ohio imder the current program. AEP Ohio's 
forecast also incorporates an estimated 30 percent reduction in the cost per mile based on 
the experience of the Company's affiliate in transitioning from a catch-up period to an 
ongomg four-year trim cyde. (Co. Ex. 4 at 10,20; Tr. II at 443-446.) Accordmgly, we find 
that the increased O&M expense, as presented by AEP Ohio, is reasonable and should be 
approved. The Commission emphasizes, however, that the ESRR is based on AEP Ohio's 
prudentiy incurred costs and is subject to the Commission's review and reconciliation on 
an armual basis. 
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8. gridSMART Rider 

In this ESP, AEP Ohio proposes the continuation of the gridSMART program, 
including the gridSMART rider uutially approved by the Commission in the ESP 1 Case 
and continued m the ESP 2 Case, ESP 1 Case, Opmion and Order (Mar. 18,2009) at 37-38, 
Entry on Rehearing guly 23, 2009) at 18-24; ESP 2 Case, Opinion and Order (Aug. 8, 2012) 
at 62. However, AEP Ohio proposes modification of the gridSMART rider to transfer the 
remaining gridSMART Phase 1 costs to the DIR and use the gridSMART rider to track 
gridSMART Phase 2 costs. AEP Ohio reasons that gridSMART Phase 1 spending 
concluded at the end of 2013 and the gridSMART Phase 1 assets are not currentiy in base 
rates and have been excluded from the DIR. AEP Ohio requests that the DIR be modified 
to include fhe existing gridSMART Phase 1 assets. In support of the request, AEP Ohio 
claims that, beginning in June 2015, the total cost date for gridSMART Phase 1 will be 
available for reconciliation. With the reconciliation of gridSMART Phase 1, AEP Ohio 
posits that diminating the removal of gridSMART Phase 1 net book value from the DIR 
mechanism will allow the Company to recover its investment on and of gridSMART Phase 
1 assets in service. As of the filing of AEP Ohio's dired testimony in these cases, the 
Company expected to complete the installation of equipment assoctated wifh gridSMART 
Phase 1 and to submit data on gridSMART Phase 1 to the United States Department of 
Energy (USDOE) by December 31, 2014. AEP Ohio notes that it filed an evaluation of 
gridSMART Phase 1 with the Commission on or about March 31, 2014. AEP Ohio also 
notes that the Commission granted the Company authority to initiate the installation of 
certain gridSMART technologies that have demonstrated success and are cost-effective. 
ESP 2 Case, Opmion and Order (Aug. 8, 2012) at 62-63. AEP Ohio filed its proposed 
expansion of the gridSMART program, gridSMART Phase 2, m Case No. 13-1939-EL-RDR 
(gridSMART 2 Case), on September 13, 2013. According to AEP Ohio's application in tiie 
gridSMART 2 Case, the Company plans to mvest $465 million in gridSMART Phase Z (Co. 
Ex. 1 at 10; Co. Ex. 3 at 4-5; Co. Ex. 4 at 10-11,13,15-16,20; Co. Ex. 13 at 7.) 

AEP Ohio reasons that continuation of the gridSMART Phase 2 rider provides for 
continued deployment of emerging distribution system technologies where they can cost-
effectivdy improve tiie dfidency and reliability of the distribution system, devdop 
performance standards and targets for service quality for all consumers, and encourage 
the use of energy effidency programs and alternative energy resources. AEP Ohio 
submits ttiat authority for including the grklSMART program m the ESP is set forth m R.C. 
4928.143(B)(2)(h). AEP Ohio avers that the continuation of the proposed gridSMART 
Phase 2 program and rider is consistent with the polides listed in R C 490531(E) and R C 
4928,02. (Co. Br. at 87-88.) 

OCC argues that customers should not incur gridSMART Phase 2 charges on their 
bills until there has been a complete review of the gridSMART Phase 1 program and 
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customer representatives and other interested stakeholders are provided an opportimity to 
raise any issues or concerns. On that basis, OCC requests that AEP Ohio's proposed 
treatment of gridSMART Phase 1 and gridSMART Phase 2 be rejected. (OCC Br. at 112-
113.) 

IGS, OEC, and EDF support AEP Ohio's gridSMART rider and the deployment of 
smart meters throughout the service territory. ICS, OEC, and EDF reason that smart 
meters are essential for the widespread offering of TOU products to customers. OEC and 
EDF bdieve that there is great potential for improved air quality resulting from the 
deployment of gridSMART technology, due to the reduced number of trucks that must be 
deployed to read meters and to disconnect and reconnect dectric utility service. OEC and 
EDF also submit that Volt-VAR optimization will fadlitate savings through energy 
efficiency and demand response programs. (OEC/EDF Br. at 7; IGS Reply Br. at 14.) 

Further, while OEC and EDF recognize that the details of gridSMART Phase 2 will 
be determined in the gridSMART 2 Case, OEC and EDF aver that certain issues rdating to 
the prudency of gridSMART costs and the assodated benefits should be addressed by the 
Commission as a part of these ESP proceedings. To that end, OEC and EDF recommend 
that the Commission approve the continuation of the gridSMART program and the 
introduction of the gridSMART Phase 2 rider subject to nine conditions. (OEC/EDF Ex. 1 
at 3-8; Tr. XII at 2784-2785.) OEC and EDF assert that tiieir recommendations are intended 
to facilitate AEP Ohio's demonstration of the additional benefits of its gridSMART 
deployment, ease compliance with forthcoming United States Environmental Protection 
Agency regulations regarding greenhouse gas emissions for existing coal plants under 
Section 111(d) of the Clean Air Act and ensure transparency and accountability 
(OEC/EDF Br. at 7-9; OEC/EDF Reply Br. at 7-8). 

Kroger opposes AEP Ohio's request to transfer the remaining gridSMART Phase 1 
cost into the DIR. Kroger notes that the Commission previously direded that gridSMART 
costs be recovered via a separate rider and not be incorporated into the DIR. ESP 2 Case, 
Opinion and Order (Aug. 8, 2012) at 63. BCroger submits that if gridSMART costs are 
recovered outside the fi*amework of a distribution rate case, the associated costs should be 
recovered through a separate rider that properly recovers costs on a per-customer basis. 
(Kroger Ex. 1 at 11; Kroger Br. at 4, 6.) In reply to Kroger, AEP Ohio states that moving 
gridSMART Phase 1 costs into the DIR is appropriate in order to dedicate the gridSMART 
Phase 2 rider to recovery of costs assodated with Phase 2 of the program as approved in 
the gridSMART 2 Case. AEP Ohio also posits that the reconunendations of OEC and EDF 
for gridSMART Phase 2 should be addressed m the gridSMART 2 Case, not these ESP 
proceedings. (Co. Reply Br. at 77-78.) 

As discussed in the ESP 1 Case and the ESP 2 Case, the Commission continues to 
find significant long-term value and benefit for AEP Ohio and its customers with the 
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implementation of advanced metering infrastmctture, distribution automation, and other 
smart grid technologies. In the ESP 2 Case, the Commission approved AEP Ohio's request 
to initiate gridSMART Phase 2, directed that the Company file its proposed gridSMART 
Phase 2 project with the Commission, and directed that gridSMART Phase 2 costs be 
recovered through a separate rider as opposed to merging the costs into tiie gridSMART 
Phase 1 rider. ESP 2 Case, Opinion and Order (Aug. 8,2012) at 62-63. For that reason, the 
Commission finds AEP Ohio's requ^ t to continue the gridSMART rider, wifh certain 
modifications as proposed by the Company, to be reasonable. Further, consistent with our 
decision in these proceedings to continue the gridSMART Phase 2 rider, we approve AEP 
Ohio's request to transfer gridSMART Phase 1 capital costs to the DIR mechanism upon 
the Compan/s accounting for all USDOE reimbursements due. (Co. Ex. 1 at 10; Co, Ex. 3 
at 4-5; Co. Ex. 4 at 10-11,13,15-16, 20; Co. Ex. 13 at 7.) Given that at the conclusion of 
gridSMART Miase 1, AEP Ohio will have recovered the vast majority of O&M expense, 
with only capital asset cost remaining to be collected over the useful life of installed 
gridSMART assets, it is dfident for the assodated gridSMART Phase 1 costs to be 
mcluded in the DIR. We remind AEP Ohio that consistent with the Commission's 
directive in the ESP 2 Case,, within 90 days after the expiration of ESP 2, the Company shall 
file an application for review and recondliation of the gridSMART Phase 1 rider. ESP 2 
Case, Entry on Rehearing Qan. 30, 2013) at 53. After the Commission has reviewed and 
reconciled gridSMART Phase 1 costs, AEP Ohio may transfer the approved capital cost 
balance into the DIR, which will not be subjed to the DIR caps, and may also transfer any 
unrecovered O&M balance into the gridSMART Phase 2 rider. 

As with gridSMART Phase 1, the Commission will continue to aimually review and 
approve AEP Ohio's gridSMART Phase 2 program, including the prudency of 
expenditures and the reconciliation of investments placed in service with revenues 
colleded. We will also evaluate AEP Ohio's gridSMART Phase 2 program and determine 
the gridSMART rate to be charged customers, as well as consider OECs and EDFs 
remaining recommendations, in the gridSMART 2 Case currentiy pending before the 
Commission, 

9. Storm Damage Recovery Rider 

AEP Ohio notes that in the ESP 2 Case, the Commission approved the Company's 
proposed storm damage recovery mechanism for the deferral of incremental O&M 
expenses that exceed $5 million atmually and are rdated to major events as defined in 
Ohio Adm.Code Chapter 4901:1-10. Pursuant to R C 4928.143(B)(2)(h), AEP Ohio 
proposes to continue to defer major storm expenses that exceed the $5 million baseline, 
while also offering a few proposed modifications to the SDRR Specifically, AEP Ohio 
seeks approval to file an annual true-up in April of each year, which woidd be based on 
the major storm expense incurred in the previous calendar year and include a proposed 
rate design to collect or rdimd the regulatory asset or liability recorded at the end of the 
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prior year. AEP Ohio also proposes to establish a carrying charge based on the wdghted 
average cost of capital (WACC) for major storm damage costs exceeding the $5 ntillion 
baseline, if the costs are deferred and remain unrecovered for longer than 12 months. AEP 
Ohio witnesses Hawkins and Allen testified that rate recovery that occurs more than a 
year after an expense is incurred should recognize that the expense has been financed with 
a combination of both debt and equity and, therefore, a WACC carrying charge should 
apply until the assets are fully recovered, Ms. Hawkins asserted that the long-term debt 
rate would not enable AEP Ohio to recover all of its capital costs indusive of the equity 
component Ms. Hawkins further asserted that if the Commission determines that the 
long-term debt rate is the appropriate carrying cost rate for the SDRR, that portion of debt 
should be excluded from the WACC for otiier assets, in order to ensure that the same debt 
is not being used to fmance multiple assets, which would be inconsistent with how the 
Company fmances its operations. (Co. Ex. 1 at 11; Co. Ex. 4 at 12,16; Co. Ex. 13 at 4-5; Co. 
Ex. 17 at 9-12; Co. Ex. 18 at 6; Co. Ex. 33 at 13-14.) 

OHA urges the Commission to adopt the proposed SDRR, as a reasonable means to 
facilitate and improve reliable electric distribution service (OHA Br. at 3). Although Staff 
also generally supports the continuation of the SDRR, Staff recommends that carrying 
charges for major storm costs recovered under the rider be calculated using the most 
recentiy approved long-term debt rate as opposed to the WACC rate, because there are no 
capital costs in the SDRR. According to Staff, carrying charges should only accme until 
recovery or refund of the difference between AEP Ohio's total major storm costs and the 
$5 million baseline begins. (Staff Ex. 12 at 3-4; Tr. VII at 1690; Staff Br. at 57; Staii Reply Br. 
at 37-38.) OCC agrees that if carrying charges are approved by the Commission, the long-
term debt rate should be used. OCC asserts that AEP Ohio's proposal to use the WACC 
rate to determine the carrying charges associated with various riders is unreasonable; 
Would unnecessarily impose excessive costs on customers; and is inconsistent with the 
Commission's precedent and soimd regulatory poHcy. (OCC Br. at 143-146; OCC Reply 
Br. at 112-115.) 

Staff also sets forth a number of recommendations regarding the recovery of 
incremental labor expenses related to major storm restoration work. Specifically, Staff 
witness Lipthratt testified that the first 40 straight-time labor hours that an employee 
works in a week are aheady reflected in AEP Ohio's base rates and should, therefore, not 
be induded m the SDRR With respect to overtime hours, Mr. Lipthratt testified that 
although overthne performed by union employees is considered incremental labor and 
should be induded in the SDRR, management overtime should not be considered 
incremental labor, because management employees are usually salaried and any such 
expense would be strictiy discretionary. In its brief. Staff also clarifies and recommends 
that any revenues received by AEP Ohio as a partidpant m mutual assistance agreements 
with other utilities should be reviewed to determine whether they should be applied as an 
offset to the SDRR revenue requirement Staff notes that, consistent with its position on 
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labor expenses, any revenues received by AEP Ohio for ttie first 40 hours of straight-time 
labor related to mutual assistance work may constitute a douHe recovery, because those 
hours are already reflected in base rates, and, if so, those revenues should be offset against 
the SDRR. Staff, therdore, requests that the Commission dhert AEP Ohio to maintain a 
detailed accounting of all expenses incurred and revenues recdved for providing mutual 
assistance to other utilities, provide this information annually to Staff, and demonstrate in 
each SDRR case that the revenues recdved were incremental and not associated with labor 
hours already reflected m base rates. (Staff Ex. 12 at 4-7; Staff Br. at 58-62; Staff Reply Br. at 
39-41.) 

Regarding the rate design of the SDRR, Staff asserts that a fixed charge per 
customer is appropriate, which would be determined by separating the total amount 
allowed for recovery between residential and non-residential customers based on the 
percentage of distribution revenues from the prior calendar year and then dividing the 
amount in each category by the number of customers, which is consistent with the 
approach adopted in the Storm Damage Case, (Staff Ex. 12 at 7S; Staii Br. at 6Z) Accordmg 
to OCC, AEP Ohio mdicated, in a discovery response, that the Company plans to allocate 
storm damage expenses based on the contribution of each customer dass to total base 
distribution revenues. OCC asserts that AEP Ohio's proposed SDRR allocation method 
does not follow cost causation prindples. OCC, therdore, recommends that storm 
damage expenses be allocated in proportion to the allocation of distribution O&M 
expenses contained in the cost-of-service studies from the Distribution Rate Case. (OCC Ex. 
14 at 6-9; OCC Br. at 107-109; OCC Reply Br. at 8 4 ^ . ) OPAE and APJN agree witti OCC's 
reconunendation (OPAE/APJN Br. at 38-39). OEG, however, argues that storm expenses 
are distribution-related costs that shoiild, therefore, be allocated using base distribution 
revenues, which is consistent with the methodology approved in the ESP 2 Case ior a 
number of AEP Ohio's riders (OEG Ex. 2 at 6-7; OEG Br. at 27). lEU-Ohio also urges tiie 
Commission to reject OCC's position, contending that it is contrary to the concept of rate 
^adualism and based on an outdated cost-of-service study (lEU-Ohio Reply Br, at 28-30). 
In response to Staff's and OCC's recommendations, AEP Ohio argues that there is no 
record evidence to counter the Company's proposal other than Staff's inappropriate 
attempt to rely on the stipidated allocation methodology used in the Storm Damage Case 
and OCC's prderence for a different method based on cost causation prindples (Co. Reply 
Br. at 82). 

In response to Staffs other recommendations, AEP Ohio emphasizes that Staff 
offered no justification for its proposal that canying charges be calculated using the long-
term debt rate. AEP Ohio asserts that Staff's position is without any record support and 
should, therdore, be disregarded. AEP Ohio rdterates that assigning a long-term debt 
rate to a regulatory asset fails to recognize fhat the debt component of the Company's 
capital stmcture has aheady been used to fund other uivestments and, effectivdy, uses the 
same dollar of debt to finance two investments simullaneotisly. AEP Ohio adds that, once 
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a regulatory assef s recovery has been dderred for longer than a year, it is fijianced as a 
long-term asset with a combination of debt and equity and, therefore, the WACC rate is 
both appropriate and necessary to enable the Company to recover its costs. Regarding 
overtime expenses, AEP Ohio points out that Staff witness Lipthratt did not review or 
consider any of the Compan/s union contracts, labor polides, or how labor is accounted 
for in the dderral calculation with respect to the $5 million baseline. AEP Ohio contends 
that Staff's position is contrary to the establishment of tiie $5 million baseline in fhe ESP 2 
Case, ignores recent Commission precedent in the Storm Damage Case, and disregards the 
reaUties of major storm restoration work, which involves 16 hour work days, sometimes in 
extreme conditions, to restore power as quickly and saidy as possible. With respect to 
mutual assistance, AEP Ohio notes that revenues and expenses associated with mutual 
assistance provided to other utilities are not induded in base rates or in the $5 million 
basdine. AEP Ohio adds that Mr. Lipthratt failed to recognize the benefit received by the 
Compan/s customers due to mutual assistance agreements. (Co. Ex. 33 at 10-14, Ex. 
WAA-R6, Ex. WAA-R7; Tr. VII at 1696,1699-1702,1716; Co. Br. at 90-99; Co. Reply Br. at 
78-81,98.) 

The Commission finds that AEP Ohio's proposal to continue the SDRR is 
reasonable and should be approved to the extent addressed herein. Regarding AEP Ohio's 
recommended modifications, we find that the Compan/s request to file an annual true-up 
in April of each year should be adopted. The annual true-up shotdd be based on the major 
storm expense incin-red in the prior calendar year and include a proposed rate design to 
colled or refund the regulatory asset or liabiUty recorded at the end of the previous year. 
(Co. Ex. 4 at 12,16; Co. Ex. 13 at 5; Co. Ex. 18 at 6.) We do not fhid it necessary to establish 
a particular rate design in these proceedings. With respect to the carrying cost rate 
applicable to major storm damage costs recovered through the SDRR, the Commission 
fuids that AEP Ohio's carrying charges should be calculated using the most recentiy 
approved cost of long-term debt rate. We agree with Staff that the WACC rate is typically 
used to determine carrying charges when capital expenditures are involved. See, e.g., ESP 
1 Case, Opinion and C^der (Mar. 18, 2009) at 28; In re Columbus Southern Power Company, 
Case No. 10-164-EL-RDR, Fmduig and Order (Aug. 11, 2010) at 7, 10; In re Columbus 
Southern Poxver Company and Ohio Power Company, Case No. 10-155-EL-RDR, Finding and 
Order (Aug. 25,2010) at 9-10. Because only O&M expenses are induded hi the SDRR, the 
long-term debt rate is more appropriate. Also, once collection of a deferral balance begins, 
the risk of non-collection is significantiy reduced and, as such, it is more appropriate to use 
the long-term cost of debt rate, which is consistent with sound regulatory practice and 
longstanding Commission precedent See, e.g.. In re Columbus Southern Pmoer Company, 
Case No. 11-4920-EL-RDR, d al., Fmding and Order (Aug. 1, 2012) at 18. AEP Ohio's 
carrying charges should only accme on deferred costs that remain unrecovered for a 
period longer than 12 months and the accrual should cease once recovery of the difference 
between the Compan/s total major storm costs and the $5 million baseline begins. (Staff 
Ex. 12 at 3-4; Tr. VH at 1690.) 
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Regarding Staffs remaining recommendations, the Commission specified, in the 
ESP 2 Case, that major storm costs digible for recovery through the SDRR must be 
incremental, as well as prudentiy incurred and reasonable. ESP 2 Case, Opinion and Order 
(Aug. 8, 2012) at 68-69. The Commission rdterates that AEP Ohio, in seeking recovery of 
any major storm expense through the SDRR, must demonstrate that such cost was 
reasonably and prudently inctured and incremental to any cost recovery through base 
rates. Consistent with our dedsion in the Storm Damage Case, if AEP Ohio seeks to recover 
the expense assodated with overtime compensation paid to exempt employees during a 
major storm event, the Company must demonstrate that under the specific facts and 
circumstances of the major storm event in question, tiie overtime compensation was paid 
in accordance with the Compan/s non-discretionary major storm restoration overtime 
policy, and was a reasonable and prudent expense associated with safdy and dfidentiy 
restoring dectric service to customers. Storm Damage Case, Opinion and Order (Apr. 2, 
2014) at 25-26. Further, regarding mutual assistance revenues, AEP Ohio must show that 
any 5uch revenues are not a reimbursement of labor hours that are already reflected in 
base rates. Finally, AEP Ohio should continue to maintain and provide to Staff, on an 
annual basis, a detailed accounting of all storm expenses, induding inddental costs and 
capital costs, and should also provide a detailed accounting of expenses incurred and 
revenues recdved for providing mutual assistance to other utilities. The Commission 
disagrees with AEP Ohio's contention that Staffs audit of such date constitutes needless 
review or that it may chill mutual assistance efforts; rather, it will ensure that customers 
pay only for reasonably and prudentiy incurred major storm expenses and that there is no 
double recovery by the Company. 

10. Sustained and Skilled Workforce Rider 

AEP Ohio proposes the new SSWR to support the Compan/s comprehensive 
strategy for long-term improved rdiability as permitted under R.C, 4928.143(B)(2)(h). 
According to AEP Ohio, the SSWR mechanism would recover the incremental O&M labor 
cost needed to execute infrastmcture investments to comply with the Company's long-
term reliability strategy. AEP Ohio forecasts the costs to be recovered through the SSWR 
to be $1.6 million in 2015, $4.9 million m 2016, $7.7 million in 2017, and $8.0 million in 
2018. The capital constmction costs would continue to be recovered through the DIR 
mechanism. AEP Ohio proposes to increase the workforce by a total of 150 permanent, 
full time equivalent (FTE) employees and contradors over the next three years, 50 FTEs 
each year. AEP Ohio contends that the SSWR would not increase the cost of performing 
targded rdiability activities, but would serve as a streamlined cost recovery mechanism 
for prudentiy mcurred costs. (Co. Ex. 1 at 11; Co. Ex. 4 at 22-28; Co. Ex. 13 at IZ) 

AEP Ohio projects a shortfall in internal labor resources in both front-line 
constmction and construction support required to execute infrastmcture investments. 
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AEP Ohio contends that it must address the need for additional labor resources necessary 
to support future work requirements and to achieve an optimal balance of workforce labor 
resources, induding internal company employees and external contract employees. AEP 
Ohio reasons that, as it reviews the current levd of internal labor, additional fidd 
employees will be required to execute the infrastructure investment plan. According to 
AEP Ohio, the approximate number of contract crews and FTEs utilized by the Company 
has increased from 125 in December 2012 to 496 in November 2013. AEP Ohio submits 
that contractor firms are sometimes unable to meet the Compan/s demands for skilled 
personnd given the transient nature of construction crews. Further, AEP Ohio notes that 
in light of the fact that it takes approximately five years to train a new employee from an 
apprentice-levd line, meter, or substation mechanic ..to the journeyman level, the 
development cyde requires an appropriate hiring plan to assure a sustainable and skilled 
labor workforce is available. AEP Ohio submits that, while the Company will continue to 
utilize contractors as a part of its labor strategy, it is important to augment its labor force 
because of the transient nature of contract crews. (Co. Ex. 4 at 22-28; Co. Br. at 99-100.) 

Staff supports the development and implementation of a comprehensive strategy 
for long-term rdiabiHty. However, Staff and OMAEG oppose the implementation of the 
SSWR. Staff notes that AEP Ohio has an approved DIR, which is the mechanism to 
recover labor and other capital costs associated with the replacement of aging 
infrastmcture. For that reason. Staff and OMAEG assert that the proper recovery 
mechanism for new employee labor is through a distribution rate case, not a rider. Staff 
reasons that the SSWR is an effort by AEP Ohio to accderate cost recovery, while avoiding 
a base rate case and tiie scrutiny that a base rate case entails. (Staff Ex. 8 at 3-4; Staff Br. at 
27-28; OMAEG Br. at 18-19.) 

OCC, OPAE, and APJN also oppose fhe SSWR on the basis that AEP Ohio has failed 
to meet its burden to demonstrate that the SSWR may be authorized tmder any provision 
of R.C 4928.143(B)(2). OCC msists that this is an attempt by AEP Ohio to recover more 
costs via a rider than through a distribution rate case. OCC submits that the SSWR does 
not meet any of the criteria previously used by the Commission for the recovery of costs 
through a rider. OCC notes that labor costs incurred for new employees are vrithin the 
control of the utility, are not volatile or subjed to impredictable fluctuations, are not 
inunaterial for a utility the size of AEP Ohio, and are not of the magnitude that should 
qualify for collection by way of a rider. Further, OCC and Staff argue that AEP Ohio has 
not established that the number of retiring employees will not offset the number of new 
employees, the total number of employees will increase actual labor expenses, or that new 
employees will reduce the need for outside contradors. Fmally, OCC notes that AEP Ohio 
failed to describe any potential offsetting reductions to costs ior the new employees 
reflected in the new SSWR. OCC contends that AEP Ohio has not demonstrated that the 
Company's financial integrity would be negatively impacted if the costs of new employees 
had to be recovered by way of a distribution rate case as opposed to through a rider. For 
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these reasons, the intervenors request that the Commission deny the establishment of the 
SSWR. (OCC Ex. 18 at 20-23; OCC Br. at 101-103; OCC Reply Br. at 63-64; OPAE/APJN Br. 
at 37; OMAEG Reply Br. at 15-17.) 

OCC recommends that, if approved, the SSWR not be allocated based on total base 
distribution revenues, as AEP Ohio proposes, but in proportion to the allocation oi 
distribution O&M labor expense as set forth in the cost-of-service studies filed m the 
Distribution Rate Case, OCC argues that AEP Ohio's allocation is not consistent with cost 
causation prindples and would cause residential customers to pay approximately 
$29 million more tiian is fah for the DIR, ESRR, SDRR, and SSWR. (OCC Ex. 14 at 5-12; 
OCC Br. at 107-109.) OEG advocates that the costs underlymg the DIR, SSWR, SDRR, and 
ESRR are related to the provision oi distribution service and it is, therefore, reasonable to 
allocate the rider costs to rate schedules based on distribution revenues. For the same 
reasons mentioned above with resped to the DIR, OEG bdieves that the Commission 
should follow the methodology adopted in the ESP 2 Case. (OEG Br. at 27.) 

AEP Ohio submits that OCC's statutory foundation claim is without merit As 
previously noted, AEP Ohio asserts that R.C 4928.143(B)(2)(h) is the statutory authority 
for the SSWR. AEP Ohio interprets Staff's and intervenors^ positions as supporting the 
need for additional workforce to assist in the maintenance of the distribution system. AEP 
Ohio also acknowledges Staff's, OCC's, and other intervenors' preference ior the recovery 
of labor costs by way of a distribution rate case rather than through a rider. AEP Ohio 
rdorts that the General Assembly provided dectric utilities the abiUty to recover costs to 
ensure safe and effident operations fh rou^ an ESP and notes fhat the option of a base rate 
case does not eliminate the option of recovering costs needed for operations in an ESP, 
Furthermore, AEP Ohio acknowledges that employees may retire between the time the 
rider is implemented and a distribution rate case occurs, but ihe Company points out that 
retiring skilled employees will not be replaced by workers related to the SSWR, given the 
time required for the new employees to train and reach that skill level. However, AEP 
Ohio offers that, in this ESP, fhe Company is requesting otUy 150 FTEs over three years 
and notes that as of November 2013, ttie Company had 496 FTEs and retiring employees 
were likely skilled labor dedicated to capital projects recovered via the DIR (Co. Br. at 
100; Co. Reply Br. 82-83.) 

AEP Ohio further reasons that the intervenors' arguments lose focus of the purpose 
of the SSWR - to address the projected shortfall of internal construction and construction 
support labor and the assodated costs. AEP Ohio emphasizes that the additional labor is 
needed to address future work requirements to implement its comprehensive rdiability 
plan and to recast the balance of workforce resources. AEP Ohio riotes fhat the SSWR 
reflects the Compan/s prudent planning to avoid bei i^ left with an unskilled workforce 
and unavailable contrart services that would be beyond the Compan/s control. AEP Ohio 
reiterates that additional Company employees are needed to support the increased levd of 
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contractors or to displace or offset the labor supplied by the contractors. AEP Ohio 
contends that the SSWR would allow the Company to reduce its reliance on contract labor, 
recognizing that contract labor represents an uncontrcdlable risk regarding availability and 
increased costs because of the supply and demand for qualified personnd throughout the 
country. AEP Ohio implores the Commission to recognize that now is the time to act and 
commence training and that the SSWR would ensure that the Commission and the 
Company are currendy planning for a sustainable workforce. AEP Ohio also submits that, 
ultimatdy, these labor costs will be incorporated into base distribution rates. AEP Ohio 
encourages the Commission to approve the SSWR, as proposed, to facilitate the immediate 
implementation of a dedicated and developed training program focused on decreasing 
contract labor and ensuring the availabifity of a skilled workforce, as a trained workforce 
is important to reliable service and safety. (Co. Reply Br, 82-86.) 

R.C 4928.143(B)(2)(h) permits an ESP to include provisions regarding the electric 
uti l i t /s distribution service, including, without limitation, provisions regarding single 
issue ratemaking, a revenue decoupling mechanism or any other incentive ratemaking, 
and provisions regarding distribution infrastmcture and modernization incentives for the 
dectric utiUty, It is important that an dectric utility have a long-term reliability strategy, 
including the adequacy of its workforce. However, for the Commission to approve a 
proposed provision of an ESP requires more than a mere demonstration that the provision 
is statutorily permissible. In this instance, AEP Ohio has not demonstrated that the 
proposed new SSWR, to facilitate the hiring of new skilled construction and constmction 
employees, is necessary in rdation to the Company's total workforce. While the 
Commission recognizes AEP Ohio's proposal is for only about a third of its FTEs as of the 
filing of this ESP, we nevertheless find that such a significant portion of labor expense is 
more appropriatdy reviewed as part of a more comprehensive analysis in the context of a 
distribution rate case. A comprehensive review of AEP Ohio's overall labor expense in a 
distribution rate case, rather than approving the SSWR as a provision of ftie ESP merdy to 
expedite cost recovery, will ensure that the Company is prudent and cost-effective with its 
labor costs and management (Co, Ex, 4 at 23,25,27-28; Staff Ex, 8 at 4; OCC Ex. 18 at 21-
23.) Accordingly, the Conunission denies AEP Ohio's request for approval of the SSWR as 
a component of this ESP. 

TL. NERC Compliance and Cybersecmitv Rider 

AEP Ohio proposes the implemenUttion oi a new, non-bypassable rider, the North 
American Electric Reliability Corporation (NERC) compliance and cybersecurity rider 
(NCCR). The rider would facilitate AEP Ohio's expedited recovery oi signifkrant increases 
in capital and O&M costs for NERC compliaiKe and cybersecurity. As proposed, the rider 
would be established at zero and AEP Ohio would track assodated costs from the date of 
adoption by the Commis^on and forward for the remainder of the term of this ESP. 
NCCR costs would be deferred, induding carrying costs, until AEP Ohio files an 
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application and the Commission approves the recovery of NCCR costs. AEP Ohio 
requests that carrying charges accrue based on the Compan/s WACC on capital cost 
components until the costs are fully recovered. All NCCR costs would be subjed to the 
Conunission's review for pmdency. (Co. Ex. 1 at 11-12; Co. Ex. 2 at 13-18; Co. Ex, 13 at 12; 
Co. Ex. 17 at 9-13, Ex. RVH-4.) 

AEP Ohio reasons that the Company has been required to comply with NERC 
rdiability standards shice 2007; however, recent federal and state interests have increased 
the focus on cybersecurity. NERC rdiability standards are implemented and enforced 
through FERC-approved agreements with regional entities. AEP Ohio is registered with 
RdiabilityFirst Corporation, the FERC regional operating entity in Ohio. AEP Ohio 
submits that the dynamic and broad landscape covered by cybersecurity, induding the 
prevention and mitigation of manmade physical and cyber attacks, is continuously 
evolving and encompasses protection and security of physical distribution and 
transmission grids, substations. Company offices, communications equipment and 
systems, and human resoiuces. AEP Ohio offers that cybersecurity indudes not only 
utiUty-owned systems but aspects of customer and third-party components tiiat interact 
with the grid, such as advanced meters and devices behind the meter. Citing tiie National 
Cybersecurity and Critical Infrastmcture Protection Act of 2013, AEP Ohio emphasizes 
that the Company has faced and complied with ever-increasing new or revised NERC 
reliability standards and faces increasing compliance requirements in light of recent 
legislation proposed to strengthen the cybersecurity of the nation's 16 critical 
infrastructure sectors and the federal government. AEP Ohio argues that approval of the 
NCCR would permit recovery of the costs of information technology infrastmcture, 
physical security, workforce training, supervisory control and date acquisition systems, 
smart grid security systems, internal and external audits, external reporting, and 
recordkeeping that are not recovered through other regulatory mechanisms. AEP Ohio 
submits that the NCCR supports the state pohcy articulated m R.C 4928.02(E). (Co. Ex. 2 
at 13-18; Co. Br. at 100-103.) 

OCC contends that NERC compliance and cybersecurity costs do not meet the 
requirements set forth in R C 4928,143(B)(2) to be included in an ESP and AEP Ohio has 
failed to demonstrate that NERC compliance and cybersecurity costs meet any of the nine 
provisions outiined that may be part of an ESP. Fiuthermore, OCC agrees with Staff that 
the NCCR is premature. OCC reasons that AEP Ohio has not provided suffident specific 
information for the Commission to determine the need for a separate compliance and 
cybersecurity rider as opposed to the Company using a distribution rate case for the 
recovery of such costs. Finally, OCC offers that AEP Ohio has not demonstrated that the 
scope of NCCR costs is beyond the Compan/s control. (OCC Br. at 104-107,119-122.) 

Staff argues that there is no reason to bdieve that AEP Ohio, as a distribution 
company, will incur costs for compliance with NERC standards, as NERC lacks the 
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authority to establish standards for distribution companies. Accordmg to Staff, the FPA 
grants NERC the authority to establish and enforce rdiability standards for the bulk 
power system induding transmission and generation facilities, but specifically exdudes 
facilities used hi the local distribution of electric energy. See 16 U 5 . C § 824o(a)(l) and 
(a)(2). Staff reasons that, to the extent that AEP Ohio must comply with NERC 
requirements, the appropriate mechanism for fhe recovery of such costs is the TCRR. 
However, at this point. Staff submite that the types of investments for which AEP Ohio 
would seek recovery and the magnitude of such investments is unknown. Accordingly, 
Staff reasons that, imtil AEP Ohio is able to identify and quantify its cybersecurity and 
reliability rdated expenditures. Staff and the other parties to ttiese proceedmgs are unable 
to assess the appropriateness and adequacy of those expenditures. Staff, OPAE, APJN, 
and OCC assert that it is premature to approve recovery of NERC compliance costs, where 
AEP Ohio has failed to demonstrate that it will be subject to NERC standards, to identify 
potential investments and costs, and to explain how costs would be allocated between 
generation, transmission, and distribution functions or why NERC compliance costs 
cannot be absorbed within tiie Company's existing budgets. (Staff Ex. 11 at 4-6; Staff Br. at 
29-31; OPAE/APJN Br. at 38; OCC Reply Br. at 67-68.) 

OMAEG opposes the implementation of the proposed new NCCR as premature. 
However, OMAEG reasons that if the Commission dects to approve the NCCR, AEP Ohio 
shoidd not begin to recover NCCR costs unless or until the Company implements 
measures to address new NERC compliance and cybersecurity requirements and not while 
the Company is deliberating to determine the best means of compliaiKe. (OMAEG Br. at 
20-21.) 

AEP Ohio insists that any attempt to limit NCCR cost recovery to only costs 
incurred to comply with new NERC compliance and cybersecurity requirements is 
premature. AEP Ohio argues that costs attributable to new interpretations of existing 
NERC compliance and cybersecurity requirements should also be recoverable under the 
rider. AEP Ohio declares that tiie appropriate time to address the prudency of NERC 
compliance and cybersecurity costa would be in a future docket where the recovery of 
such costs has been requested. (Co. Reply Br. at 87.) 

AEP Ohio retorts that Staffs opposition to the NCCR, as premature, is somewhat 
misleading. AEP Ohio notes that Staff witness Pearce admitted on cross-examination that 
NERC compliance and cybersecurity is very important and Staff is not opposed to the 
recovery of NERC compliance costs. AEP Ohio further notes that Staff also adoiowledged 
that the Commission has approved placeholder riders set at zero in prior ESPs. (Tr. VI at 
1424-1425, 1431.) AEP Ohio reasons that Staffs opposition is not supported by 
Commission precedent, and points to the Commission's prior approval of a placeholder 
rider in the ESP 2 Case and Staffs endorsement of such riders. ESP 2 Case, Opinion and 
Order (Aug. 8, 2012) at 24r25. Further, AEP Ohio emphasizes that any NERC comphance 
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and cybersectirity costs would be reviewed in a future Commission proceeding, induding 
evaluation of the magnitude and pmdency of such costs. AEP Ohio asserts that this 
process has been followed by the Commission in both of the Compan/s prior ESP cases 
and the ESP proceedings of other electric distribution utilities. On that basis, AEP Ohio 
requests that the Commission approve the NCCR, as proposed. (Co. Br. at 100-103; Co, 
Reply Br. at 86-87.) 

The Commission believes that NERC compliance and cybersecurity matters are of 
the utmost importance for Ohio's customers and customer information, as well as for the 
sectuity of the electric grid and electric distribution utility facilities. Just as the 
Commission has encouraged the implementation and installation of smart grid 
technologies to allow customers and the dectric utility to better manage energy 
consumption, reduce energy costs, and make energy service more dfident, we must 
accept that witii the introduction of technology comes an increased cybersecurity risk. We 
recognize that it is important that AEP Ohio take the necessary action to secure the dectric 
grid and react quickly to protect the dectric distribution system for the bendit of all 
consumers and the economic stability of our state. Nonetheless, the Commission finds 
that AEP Ohio has not sustained its burden of proof and that its request to establish a 
placeholder rider for NERC compliance and cybersecurity costs is premature at this point 
in time and should, tiierefore, be denied. We agree with Staff that it is not evident that 
AEP Ohio, as an dectric distribution company, will incur costs for compliance with NERC 
standards. Further, as Staff points out, the types of investments for which AEP Ohio 
would seek recovery and the magnitude of such investments is not presentiy known and 
the Company has not demonstrated how any potential costs would be allocated between 
generation, transmission, and distribution functions. (Staff Ex. 11 at 4-6.) Finally, the 
Commission notes that, in the event that AEP Ohio incurs NERC compliance or 
cybersecurity costs during the ESP term, the Company has existing means through which 
to seek recovery of its costs, such as through a distribution rate case. 

I Z Pilot Throughput Balancing Adjustment Rider 

AEP Ohio proposes to continue, throughout the entire ESP term, the pilot 
throughput balancing adjustment rider (PTBAR), which is related to a revenue decoupling 
pilot program applicable to the residential and GS-1 tariff rate schedules and implemented 
pursuant to the Commission's approval of a stipulation and recommendation in the 
Distribution Rate Case. AEP Ohio notes that, in that case, the Commission extended the 
PTBAR past its proposed termination at the end of 2014, and directed that the PTBAR 
continue tmtil otherwise ordered by the Commission. Distribution Rate Case, Opinion and 
Order (Dec. 14, 2011) at 10, Entiy on Rehearing (Feb. 14, 2012) at 3-4. According to AEP 
Ohio, the PTBAR is intended to compensate the Company for the loss of load assodated 
with EE/PDR programs. AEP Ohio notes that no party appears to oppose the Compan/s 
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proposal to contmue the PTBAR. (Co. Ex. 1 at 12; Co. Ex. 3 at 10; Co. Ex. 13 at 4; Tr. I at 
230-231.) 

NRDC supports the continuation of the PTBAR through the ESP term. According 
to NRDC, the PTBAR is an effective tool to remove AEP Ohio's throughput incentive and 
to encourage the Company to assist customers in saving energy through EE/PDR 
programs. NRDC adds that the PTBAR fadfitates AEP Ohio's ongoing efforts to comply 
with the requirements of R.C 4928.66. NRDC contends that the PTBAR is working as 
intended, and that the rider should be extended so that AEP Ohio and interested 
stakeholders may continue to colled and assess additional performance metrics. (NRDC 
Br. at 1-4.) 

OCC objects to the extension of the PTBAR through these ESP proceedings rather 
than in the context of an extension of AEP Ohio's EE/PDR plan. OCC points out that the 
PTBAR was established on a pilot basis in the Distribution Rate Case in connection with 
evaluation of AEP Ohio's EE/PDR plan. Consistent with the Commission's directives in 
that case regarding measurement of the success of the pilot program, OCC asserts that the 
Commission should not approve an extension of the PTBAR beyond the period necessary 
to complete the evaluation. In its reply brief, OCC goes further and argues that the 
Commission should only consider an extension of the PTBAR in conjimction with the 
evaluation of the pilot program. (OCC Ex. 11 at 37; OCC Br. at 113-114; OCC Reply Br. at 
90-95). AEP Ohio responds that OCC seeks to elevate form over substance and, in any 
event, the Commission has the discretion to approve the extension of the PTBAR in the 
present proceedings (Co, Br, at 104; Co, Reply Br. at 88). 

We find tiiat the PTBAR should be continued, until otherwise ordered by the 
Commission. In the Distribution Rate Case, we noted that the PTBAR should continue for a 
sufficient period to enable the Commission to evaluate the revenue decoupling pilot 
program following its conclusion on January 1, 2015, and to determine whether revenue 
decoupling should be extended permanentiy or another mechanism should be 
implemented. Distribution Rate Case, Entry on Rehearing (Feb. 14, 2012) at 3-4. 
Subsequentiy, in Case No. 10-3126-EI^UNC, the Commission encouraged AEP Ohio and 
the other electric utilities to propose a straight fixed variable rate design in their next base 
rate cases. In re Aligning Electric Distribution Utility Rate Structure, Case No. 10-3126-EL-
UNC, Findmg and Order (Aug. 21, 2013) at 20. Therefore, in accordance with our prior 
orders, the revenue decoupling pilot program will be evaluated once the program 
condudes and, at that time, the Commission will determine whether to adopt the program 
and PTBAR on a permanent basis, or whether a straight fixed variable rate design shoidd 
be considered as an alternative. 
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13. Residential Distribution Credit Rider 

As a part of this ESP, AEP Ohio proposes continuation of tiie residential 
distribution credit rider (RDCR), initially approved by the Commission in the Distribution 
Rate Case, pursuant to a stipulation filed by the parties to fhe proceeding. Distribution 
Rate Case, Opmion and Order (Dec. 14,2011) at 5-6,9,10. AEP Ohio seeks to extend the 
RDCR for all residential tariff schedules, as currentiy implemented, for the term of this 
ESP from June 1,2015, to May 31, 2018. (Co. Ex. 1 at 12; Co. Ex. 7 at 4; Co. Ex. 13 at 4; Co. 
Br. at 104.) 

No party directiy opposes tiie continuation of the RDCR, However, OPAE and 
APJN submit that the RDCR approved by the Commission in the Distribution Rate Case 
included a component to fund a low-income bill payment assistance program, known as 
the Ndg^bor-to-Ndghbor program. OPAE and APJN note that AEP Ohio states that it 
will be continuing the RDCR as implemented, but the Company did not explain in its 
application or any direct testimony that the RDCR would no longer indude the funduig of 
the low-income bill payment assistance program in this ESP. (OPAE/APJN Br. at 12-18.) 
AEP Ohio contends that the RDCR and the bill payment assistance program are separate 
issues (Tr. Ill at 696-697). 

OPAE and APJN assert that AEP Ohio failed to demonstrate how the proposed ESP 
advances the state policy to protect at-risk populations as reqmred by R.C. 4928.02(L). 
OPAE and APJN argue tiiat AEP Ohio is taking a significant step backward by seeking to 
end its commitment to fund a low-income bill payment assistance program without regard 
to the effect it will have on vulnerable low-income customers. OPAE and APJN note that 
the Commission previously ordered AEP Ohio to fund the Partnership vdth Ohio 
Initiative at $15 million over the three-year term of the Compan/s first ESP, with aU the 
funds going to low-income, at-risk customer programs. ESP 1 Case, Opinion and Order 
(Mar. 18, 2(K)9) at 48. Therefore, OPAE and APJN ask the Commission, at a nunimum, to 
order AEP Ohio to continue funding the low-income bill payment assistance program at 
the current level of $1 million annually and, in addition, direct the Company to add 
$1 million annually of shareholder funds to increase funding to a total of $2 million 
annually. Moreover, OPAE and APJN request that the Commission exempt income-
eligible customers from riders approved by the Commission in these ESP proceedings to 
mitigate the bill impact on low-mcome customers. (OPAE/APJH Br. at 12-18; 
OPAE/APJN Reply Br. at 7-9.) 

The Commission finds the continuation of the RDCR to be reasonable. 
Additionally, as addressed further below, the Commission condudes that certain 
interveners' daims that the RDCR is not a quantifiable benefit of this ESP are without 
merit When the Commission adopted fhe stipulation in the Distribution Rate Case, the ESP 
2 Case was still pending bdore the Commission. The RDCR was, therefore, approved by 
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the Commission in the Distribution Rate Case to prevent a potential double recovery of 
distribution revenues. Distribution Rate Case, Opinion and Order (Dec. 14, 2011) at 5-6,9, 
10. No party has submitted any record evidence that a likelihood of double recovery of 
distribution investment costs exists in these proceedmgs. Based on the ESP application 
and other evidence of record, the Commission approves AEP Ohio's proposal to continue 
the residential distribution credit oi $14,688 milh'on annually for residential customers as a 
percentage of base distribution charges to continue through May 31, 2018, with one 
modification (Co. Ex. 1 at 12; Co. Ex. 7 at 4; Co. Ex. 13 at 4). 

The Commission fmds that the annual $1 milUon funding of the Neighbor-to-
Neighbor program, the other component of the origmal RDCR mechanism, is an essential 
dement of the credit that furthers the state policy set forth in R.C 4928.02(L). Further, we 
agree witii OPAE and APJN that nothing m AEP Ohio's application or dhrect testimony 
indicates that the funding of the low-income bill payment assistance program was 
specifically exduded from the Compan/s request to continue the RDCR, although 
Company witness Allen testified, on cross-exammation, that the Company does not 
propose to continue the funding (Tr. Ill at 696-697). Thus, the Conunission modifies AEP 
Ohio's RDCR proposal to continue to include $1 million annually to fund the bill payment 
assistance program to support at-risk and low-mcome customers in the Compan/s service 
territory. 

14. Basic Transmission Cost Rider 

Currently, AEP Ohio recovers its PJM-assessed transmission costs from SSO 
customers through the bypassable TCRR, while CRES providers include thek PJM-
assessed transmission costs in their rates charged to shopping customers. Under the 
proposed ESP, AEP Ohio seeks to diminate the TCRR, following a final tme-up filing, and 
establish a non-b3^assable basic transmission cost rider (BTCR) through which the 
Company would recover non-market based transmission charges from all of its customers, 
both shoppmg and non-shoppkig. Spedfically, as proposed, the BTCR would include 
charges associated with Network Integration Transmission Service; Transmission 
Enhancement Transmission Owner Scheduling, System Control, and Dispateh Service; 
R^ctive Supply and Voltage Control from Generation and Otiier Sources Service; Load 
Reconciliation for Transmission Owner Scheduling, System Control and Dispateh Service, 
as well as credits for Firm Point-to-Point Transmission Service and Non-Firm Point-to-
Pomt Transmission Service. AEP Ohio witness Vegas explamed that market based 
transmission charges would be mduded as part of the auction product offering for SSO 
customers, while CRES providers would be responsible for paying market based 
transmission charges for thefr shopping customers. Mr. Vegas testified that the proposed 
BTCR would align AEP Ohio's transmission cost recovery mechanism with the other 
dectric distribution utiHties in Ohio; enable CRES providers and SSO suppliers to operate 
and provide product offerings ui a similar manner across the state; and ensure that 
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customers only pay the actual costs from PJM through a tme-up of the BTCR. AEP Ohio 
witness Moore testified that the mechanics of the BTCR would operate consistent with the 
current TCRR and that the BTCR rates would be computed on a consolidated dass basis. 
Finally, AEP Ohio notes that annual filings for the BTCR would comply with the 
requhrements of Ohio AdnuCode Chapter 4901:1-36. (Co. Ex. 1 at 12-13; Co. Ex. 2 at 10-12; 
Co. Ex. 13 at 4,7-B, 11, Ex. AEM-3; Co. Ex. 15 at Ex. CL-2, Attach. F.) 

RESA, Constellation, and IGS support the proposed BTCR, noting that, currentiy, it 
is difficult for CRES providers to predict and manage certain non-market based 
transmission charges, while AEP Ohio's recommended approach woidd be competitivdy 
neutral, efficient and likdy to result in more competitive prices for consumers (RESA Ex. 1 
at 7; Constellation Ex. 1 at 29-30; RESA Br. at 20-21; Constellation Br. at 24; IGS Br. at 19-
20). RESA, Constellation, and FES recommend that Generation Deactivation, PJM Invoice 
Item No. 1930, also be included in the BTCR to ensiue consistency among the electric 
distribution utilities (RESA Ex. 1 at 7-8; Constellation Ex. 1 at 30-31; RESA Ex. 1 at 6-8; FES 
Ex. 1 at 3-4; Co. Ex. 15 at Ex. CL-2, Attach. F; Tr, I at 167-168; Tr. IV at 1009; RESA Br, at 21-
22; Constellation Br. at 26-27; FES Br. at 5-6). AEP Ohio agrees with the recommendation 
(Co. Br. at 117; Co. Reply Br. at 99). 

lEU-Ohio urges the Commission to rejed tiie proposed BTCR. lEU-Ohio points out 
that contrary to AEP Ohio's assertion, the BTCR will not result in uniformity of 
transmission pridng terms across the decttic distribution utilities, given that there are 
distinctions in their respective riders, induding the Company's rider, as proposed. 
Further, lEU-Ohio asserts that the proposed BTCR may dismpt contractual relationships 
between shopping customers and CRES providers and result in such customers paying 
twice for non-market based transmission and ancillary services. According to lEU-Ohio, 
the BTCR would limit customer options, contrary to R.C. 49^.02(B), and is not needed to 
advance the competitive marketplace. Finally, lEU-Ohio asserts that the BTCR would fail 
to provide customers with dfident price signals to reduce usage at times of peak demand, 
in light of AEP Ohio's intention to assign and bill certain non-market based transmission 
costs m a maimer different from PJM. If the BTCR is not rejected, lEU-Ohio recommends 
that the Commission ensure effident price signals by directing AEP Ohio to assign 
Reactive Supply costs to customer classes on a 1 CP basis and to use a 1 CP billing 
determinant for demand-metered customers. Additionally, to prevent double billing, lEU-
Ohio proposes that any shopping customer that can affirmatively demonstrate ttiat its 
CRES provider has not removed the non-market based transmission services from its bills 
shoidd be permitted to opt out of the BTCR or receive a credit under the rider, until such 
time as the customer is no longer paying the CRES provider for the non-markd based 
transmission services. (lEU-Ohio Ex. IB at 29-33; lEU-Ohio Ex. 10; IGS Ex. 3 at 4; Tr. IH at 
869; Tr. IV at 1056-1067; Tr. VI at 1390^1392; lEU-Ohio Br. at 37-44; lEU-Ohio Reply Br. at 
21-23.) Like lEU-Ohio, OMAEG recommends that the Commission reject the proposed 
BTCR and requhre AEP Ohio to mamtahi the TCRR or, alternatively, dfrect Staff and the 
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Company to work witii customers and CRES providers to ensure that customers are not 
charged twice for the same transmission and ancillary services. OMAEG also supports 
lEU-Ohio's recommendation that fhe BTCR be bypassable for any shopping customer that 
can demonstrate fhat its CRES provider will continue to collect non-market based 
transmission costs for the remaining term of the contrad. (OMAEG Br, at 11-13; OMAEG 
Reply Br. at 14-15.) 

AEP Ohio replies that lEU-Ohio witness Murray conceded that most CRES 
contracts have a regulatory-out provision; a limited number of customers would be 
impacted; and the Commission has means to address the concern other than outright 
rejection of fhe proposed rider. AEP Ohio and IGS note that CRES providers and the 
affected customers have been afforded a reasonable amount of time to make contractual 
adjustments for the transition, given that the BTCR proposal was addressed in the 
Compan/s application filed in December 2013 and the rider would not take effect until 
June 2015. IGS, RESA, and Constdlation also note that the Commission has the necessary 
tools to avoid double billing. RESA and Constellation add ihat the Commission recentiy 
rejected lEU-Ohio's arguments in the DP&L ESP Case, in approving a proposal from DP&L 
comparable to AEP Ohio's proposed BTCR. With resped to lEU-Ohio's recommendations 
that Reactive Supply costs be assigned to customer classes on a 1 CP basis and that a 1 CP 
billing determinant be used for demand-metered customers. Constellation points out that 
lEU-Ohio failed to present sufficient justification for its proposals or to explain theh 
impact AEP Ohio notes that, as to Reactive Supply costs, the Company's proposal is 
consistent vnth the current treatment of such costs under the TCRR, as approved in the 
ESP 2 Case, whereas lEU-Ohio's proposal would have an unknown impact on SSO 
customer bills. AEP Ohio adds that it cannot bill demand charges on a 1 CP basis, because 
the Company does not have interval recorders for all customers, while sdective billing 
would have bill impacts that have not been analyzed in these proceedings. (Co. Ex. 13 at 
Ex. AEM-3; Tr. VI at 1518-1529; Co. Br. at 117-118; RESA Br. at 22-24; Co. Reply Br. at 99^ 
101; IGS Reply Br. at 11-13; RESA Reply Br. at 12-13; Constdlation Reply Br. at 17-21.) 

Pursuant to R C 4928.05(A)(2) and R C 492ai43(B)(2)(g), the Cammission finds 
that AEP Ohio's proposal to diminate the TCRR and implement the BTCR is reasonable 
and should be approved and modified to indude Generation Deactivation charges, as 
recommended by RESA, Constellation, and FES and agreed to by the Company (Co. Ex, 1 
at 12-13; Co. Ex, 2 at 10-12; Co. Ex. 13 at 4, 7-8,11, Ex. AEM-3; Co. Ex, 15 at Ex. CL-2, 
Attach. F; RESA Ex. 1 at 7-8; Constdlation Ex. 1 at 30-31; RESA Ex. 1 at 6-8; FES Ex. 1 at 3-4; 
Tr. I at 167-168; Tr. IV at 1009). The proposed BTCR is comparable to the transmission 
riders approved for the other dectric utilities. DP&L ESP Case, Opinion and Order (Sept 
4,2013) at 36; In re Ohio Edison Co., The Ckveland Elec. llluminaUng Co., and The Toledo Edison 
Co., Case No. 12-1230-EL6SO, Opmion and Order (July 18, 2012) at 11, 58; In re Duke 
Energy Ohio, Inc., Case No. 11-2641-EL-RDR, et al., Opmion and Order (May 25,2011) at 7, 
17. As the Commission recentiy found, the bifurcation of the market based and non-
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market based bill components more accurately refiects how transmission costs are billed to 
customers. DP&L ESP Case at 36. The Commission also stated, with respect to lEU-Ohio's 
ccmcems, that it was not persuaded that the bifurcation of the market based and non-
market based costs poses a significant risk of double billing, DP&L ESP Case, Second 
Entry on Rehearing (Mar. 19, 2014) at 25. As lEU-Ohio witness Miuray admitted, CRES 
contracts tend to indude provisions to address regulatory changes, which is particularly 
common for commerdal and industrial customers (Tr. VI at 1518-1519). In any event, AEP 
Ohio and CRES providers in the Compan/s service territory should work together, 
including Staff in the process if necessary, to ensure that customers do not pay twice for 
the same transmission-rdated expenses, ff double billing issues neverthdess arise, there 
are existing means for impacted customers to seek the Commission's assistance, eitiier 
informally by contacting Staff or through the formal complaint process available under 
RC. 4905.26. 

Further, we dedine to adopt lEU-Ohio's recommendations fhat AEP Ohio be 
directed to assign Reactive Supply costs to customer classes on a 1 CP basis and to use a 
1 CP billing determinant for demand-metered customers. As AEP Ohio points ou t 
lEU-Ohio's proposals would have an unknown impact on customer bills and, in fhe 
absence of any analysis, it is inappropriate to modify the Compan/s current cost 
allocation methodology. Finally, consistent with our recent decisions in Case No. 14-1094-
EL-RDR, the Commission notes that any remaining over/under recovery balance 
assodated with the TCRR, which will be eliminated effective June 1, 2015, will be 
addressed in that proceeding. In re Ohio Company, Case No. 14-1094-EL-RDR, Finding and 
Order (Aug. 27,2014) at 3, Fmdmg and Order (Jan. 28,2015) at 3. 

15. Energy Effidency and Peak Demand Reduction Rider 

AEP Ohio seeks approval to continue its EE/PDR rider. According to AEP Ohio, 
the EE/PDR rider enables the Company to offer innovative energy dfidency programs for 
all customer segments and to achieve the estebfished benchmarks for EE/PDR programs. 
AEP Ohio notes that no party opposes its proposal to continue the EE/PDR rider. (Co. Ex. 
1 at 13; Co. Ex. 3 at 6; Co. Ex. 13 at 3; Co. Br. at 133-134; Co. Reply Br. at 109.) The 
Commission finds, pursuant to R.C. 4928.143(B)(2)(i), tiiat AEP Ohio's request to continue 
the EE/PDR rider is reasonable and should be approved (Co. Ex. 1 at 13; Co. Ex. 3 at 6; Co. 
Ex. 13 at 3). 

16. Economic Devdopment Rider 

AEP Ohio proposes to continue the EDR, as previously approved by the 
Commission, throughout ttie new ESP temL AEP Ohio witness Spitznogle testified that 
the EDR, which enables the Company to recover foregone revenues assodated with 
reasonable arrangements approved by the Commission under R.C. 4905.31, fadUtates the 
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state's effectiveness in a regional, national, and global economy by supporting mercantile 
customers that create and retain Ohio jobs. AEP Ohio notes that no party opposes the 
continuation of the EDR. (Co. Ex. 1 at 13; Co. Ex. 3 at 9; Co. Ex. 13 at 3; Co. Br. at 134; Co. 
Reply Br. at 109.) 

OEC and EDF argue that the EDR should be modified such that customers with 
Commission-approved reasonable arrangements are required to engage in all cost-
dfective energy efficiency programs. OEC and EDF point out that, although such 
customers enjoy the bendit of subsidized dectric rates, they are not currentiy required to 
make any commitment regarduig fhe manner in which they use their energy. OEC and 
EDF witness Roberto recommends, tiierdore, that, prior to seeking recovery of foregone 
revenues, AEP Ohio be required to undertake good faith efforts to work with its 
reasonable arrangement customers to implement cost-effective energy eOiaervcy measiures. 
OEC and EDF assert that Ms. Roberto's recommendation would benefit AEP Ohio and its 
customers by lowering the Compan/s cost of complying with the EE/PDR standards. 
(OEC/EDF Ex. 1 at 9-11; Tr. Xn at 2799-2800; OEC/EDF Br. at 9-10.) 

AEP Ohio responds that OECs and EDF's proposal is unworkable, imdear, and 
incapable of implementation. AEP Ohio points out that Ms. Roberto did not explain why 
the Compan/s recovery, through the EDR, of foregone revenues attributable to customers 
with Commission-approved reasonable arrangements shoidd depend on whether such 
customers meet OECs and EDF's energy effidency goals. AEP Ohio adds that there is no 
basis for Ms. Roberto's position that customers with reasonable arrangements do not 
suffidentiy know how to make cost-effective investments and that there is no statotory 
duty to pursue all cost-effective energy effidency measures. (Co. Br. at 134-136; Co, Reply 
Br. at 109-110.) Sunilarly, lEU-Ohio argues that OECs and EDF's proposal lacks 
specificity and is tuinecessary, in Ught of existing market incentives, as wdl as the fact that 
the Commission already addresses EE/PDR concerns in its orders approving reasonable 
arrangements (lEU-Ohio Reply Br, at 26-28). OEC and EDF counter that then: proposal 
furthers Ohio's energy policy goals; is intended to lessen the financial impact associated 
with the subsidies paid by AEP Ohio's customers in support of economic development 
and reasonably places responsibility on the Company, as the regulated entity, to ensure 
that customers with reasonable arrangements successfully implement energy effidency 
measures (OEC/EDF Reply Br. at 3-7). 

The Commission finds that the EDR should be continued, pursuant to R.C, 
4928.143(B)(2)(i), as a means to promote economic development dforts in AEP Ohio's 
service territory and facilitate the state's dfectiveness in the global economy, in accordance 
with R.C 4928.02(N) (Co. Ex. 1 at 13; Co. Ex. 3 at 9; Co. Ex. 13 at 3). AdditionaUy, we 
direct AEP Ohio to continue the Ohio Growth Fimd, which creates private sector economic 
devdopment resources to support and work in conjunction wifh other resources to attract 
new investment and improve job growth ki Ohio. The Ohio Growth Fimd should be 
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funded by shareholders at $2 million per year, or portion thereof, during the term of ESP 3, 
which is consistent with our decision m the ESP 2 Case. ESP 2 Case, Opinion and Order 
(Aug. 8,2012) at 67, Any funds that are not allocated during a given year shall remain in 
the fund and carry over to be allocated in subsequent years. 

Further, the Commission dedines to adopt the recommendations of OEC and EDF. 
As we have previously stated, each reasonable arrangement application, induding 
consideration of any assodated ddta revenue recovery, should be evaluated on its own 
merits, hi light of the benefits recdved by the parties to the arrangement the dectric 
ut i l i t /s ratepayers, and the state of Ohio. In re Ohio Edison Company and V&M Star, Case 
No. 09-80-EL-AEC, Opmion and Order (Mar. 4, 2009) at 7. Although the Commission 
encourages customers receiving electric service pursuant to a reasonable arrangement 
with AEP Ohio to engage in cost-effective energy efficiency programs, we believe that 
imposing energy effidency requirements on either the customer or the Company, as 
proposed by OEC and EDF, would unnecessarily curtail fhe benefits of reasonable 
arrangements afforded under R.C 4905.31. Apart from energy dfidency considerations, 
reasonable arrangements may serve numerous other purposes that serve the public 
interest such as attracting new businesses and facilitating the expansion of existing 
businesses in Ohio. 

17. Purchase of Receivables Program and Bad Debt Rider 

(a) AEPOhio 

AEP Ohio seeks approval to establish a purchase of receivables (POR) program 
without recourse, in conjunction with a new bad debt rider (BDR). AEP Ohio notes that, in 
the ESP 2 Case, the Commission directed the Company to evaluate a POR program, as a 
means of suppjorting retail competition in Ohio. AEP Ohio believes that the combination 
of the POR program and fhe BDR would support a competitive marketplace that is 
attractive to CRES providers, thereby enhancing shopping opportunities for customers, 
while also providing financial security for tiie Company. As proposed, the POR program 
would consist of an agreement between AEP Ohio and each partidpating CRES provider, 
under whidi the Company would purchase and recdve titie of ownership for recdvables 
billed on behalf of the CRES provider by the Company via consolidated billing. 
Specifically, AEP Ohio witness Gabbard proposes that C R K providers that dect 
consolidated billing be required to partidpate in the POR program, although CRES 
providers would stiU be able to choose the dual-HUing option, if they prder, on an 
aocount-by-account basis, Fiuther, Mr. Gabbard proposes that shopping customers tiiat 
are already enrolled in dual billing with a CRES provider, and with receivables m arrears 
60 days or more, would not be permitted to enroll in consolidated billing until they are in 
arrears 30 days or less. Mr. Gabbard also reconunends that the initial POR discount rate 
be set at zero and that only commodity-related charges be induded in the POR program. 
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Regarding POR payment terms, Mr. Gabbard explains fhat monttily paymente for 
recdvables billed and purchased during the prior month would be wired to CRES 
providers on a date derived by using a revenue lag metric, specifically, AEP Ohio's yearly 
Day Sales Outstanding value, which would be posted on the support website for CRES 
providers by January 1 of each year. Finally, AEP Ohio requests a waiver, for recdvables 
ptuchased under the POR program, of Ohio Adin.Code 4901:1-18-10(D), which prohibits 
utilities from disconnecting service for failure to pay any non-tariffed service charges, 
including CRES-related charges. AEP Ohio bdieves that it must have leverage in the 
collections process to disconnect service for non-payment (Co. Ex. 1 at 14; Co. Ex. 2 at 12-
13; Co. Ex. 11 at 3,6-8,10-13.) 

AEP Ohio estimates that implementation of a fully automated POR program would 
cost approxunatdy $1.5 millioit while ongoing incremental O&M support costs for system 
and program maintencuice are forecasted at $207,600 on an annual basis. To recover these 
costs, AEP Ohio proposes that CRES providers that utilize consolidated billing would be 
charged an administrative fee each year, with such fees credited to cost of service for 
customers. AEP Ohio notes that the administrative fee would be designed to recover its 
initial capital investment over a five-year period as well as ongoing administrative costs, 
wifh the fee for each CRES provider based on its current number of enrolled customers or 
a forecasted number for new market entrants. According to AEP Ohio, the proposed 
annual per-consolidated bill fee would be $0.77, which the Company derived by dividing 
the amortized implementation costs over five years and the forecasted yearly 
administrative costs by the total number of residential and small commercial shopping 
customers that CRES providers tend to register in consolidated billing. Finally, AEP Ohio 
projects that it would need approximately 9 to 12 months in order to implement the POR 
program from the date of approval, with receivables purchased based on the first billing 
cyde after implementation. In terms of customer impact, AEP Ohio notes that, although 
the bill format would not change, customers would be able to use the Company's budget 
billing and average monthly payment plans for both their generation and wires charges; 
some customers may be required to pay an additional deposit to the Company to cover 
generation and transmission charges; and, if the requested waiver <^ Ohio Adm.Code 
4901:1-18-10(D) is granted, customers would be subject to discormection for non-payment 
of CRES-related charges. (Co. Ex, 11 at 13-17; Tr, UI at 784-785.) 

Regarding the benefits of the POR program, AEP Ohio explains that all customers 
would benefit from the likdihood of increased CRES providers and product offerings in 
the competitive market, while shopping customers, in particular, would bendit from the 
option to be placed on the Company's budget billing and average monthly pa3mient plans 
for both wires and commodity charges; the elimination of duplicative credit checks; and 
dealing with only one entity for late payments and other billing issues- AEP Ohio 
emphasizes that CRES providers would also benefit from predictable payments for 
generation services; certainty regarding the amoimt of incoming recdvables; limited need 
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to address billing and payment issues; elimination of the need to perform credit checks, 
secure collateral, or engage in collections practices for accounts on consolidated billing; 
and, ultimately, having a more attractive market in which to offer products and services. 
Finally, AEP Ohio believes that the POR program has the potential to streamline a number 
of customer service processes for both CRES providers and the Company, such as 
customer credit and collections calls rdated to consoUdated billing and inquiries regarding 
past due amounts. (Co. Ex. 11 at 4-6.) 

With respect to the BDR, AEP Ohio notes that $12,221,000 in bad debt expense is 
already included in fhe Company's base distribution rates. AEP Ohio witnesses Gabbard 
and Moore testified that fhe BDR would be designed to recover ihe forecasted incremental 
bad debt expense, for each year going forward, that is above the amount already bdng 
recovered ttirough base distribution rates, induding incremental factoring expense. 
Mr. Gabbard further testified that this incremental recovery approach wotild contmue 
imtii AEP Ohio's next distribution rate case, at which point bad debt expense would be 
unbundled from the distribution rates and recovered only through the BDR. AEP Ohio 
proposes that bad debt from both shopping customers and SSO customers be induded in 
the BDR, as well as percentage of mcome payment plan (PIPP) installment payments not 
recovered through the universal service fund rider, or from the customer net of any 
unused low-income credit funds. Mr. Gabbard testified that the BDR would be tmed up 
each year with an application period of January 1 to December 31 and that AEP Ohio's 
long-term debt rate would be applied to the over/under recovery amount carried forward 
to the next year. Mr. Gabbard also testified that the BDR would be appHed based on the 
percentage of base distribution revenues and that, for the first year of implementation, the 
BDR is forecasted to be set at zero percent of base distribution revenues, as the incremental 
bad debt is forecasted to be zero. AEP Ohio emphasizes that the BDR is preferable to 
incorporation of the bad debt assodated with purchased receivables into the discount rate. 
Specifically, AEP Ohio points out that its proposed BDR is consistent with the practice of 
Duke and other utilities with POR programs; would be used to recover bad debt costs 
associated with both shopping and non-shopping customers through one mechanism that 
is tmed up annually; and would prevent cross-subsidization between shopping and non-
shopping customers through the sharing of bad debt costs by all customers. (Co. Ex, 11 at 
8-10; Co. Ex. 13 at 11,12-13.) 

Additionally, AEP Ohio seeks to establish for all residential customers, except those 
enrolled in PIPP plans, a late payment charge of 1.5 percent on the unpaid accotmt 
balance, including charges related to recdvables purchased from CRES providers, existing 
Hve days after the due date of the bilL AEP Ohio witness Spitznogle explained that the 
late payment charge would be assessed once and would become due and payable for that 
month. Mr. Spitznogle furtiier explained that ff payment is not made by the subsequent 
month, an additional late payment charge would be applied to the new month's service 
charges, but would not be applied again to the previous month's unpaid balance. Finally, 
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Mr. Spitznogle noted that any revenues generated from residential late payment charges 
would be used to offset fhe bad debt expense that is proposed to be collected tiirough fhe 
BDR AEP Ohio proposes the late payment charge in order to encourage residential 
customers to pay their bills on time; ensure that late payments from residential customers 
are treated comparably to late payments from the Compan/s other customer dasses as 
well as customers of other utilities; and reduce the cost of bad debt paid by aU customers. 
(Co. Ex. 3 at 10-11; Co. Ex. 11 at 9.) 

(b) Intervenors and Staff 

Although Staff supports the concept of a POR program. Staff opposes AEP Ohio's 
proposed BDR, late pa5mient charge, and annual administrative fee assessed to CRES 
providers to pay for POR implementation and administrative costs. In place of the BDR, 
Staff recommends that AEP Ohio be required to purchase receivables at a discount rate. 
Staff contends that implementation of a discount rate prior to the BDR would be consistent 
with fhe process followed for Duke and fhe large gas companies, which purchased 
discounted receivables for years imtil their uncollectible expense riders were eventually 
established. Staff also advises that beginning the POR program with a discount rate 
would enable AEP Ohio to gain experierKe regarding the potential cost impact of CRES-
related uncollectible charges. Staff recommends that AEP Ohio be directed to implement a 
specific discount rate calculation method that would establish a separate discount rate for 
each CRES provider, in order to ensure that each CRES provider assiunes the appropriate 
amount of risk of non-collection assodated with its customers. Staff further recommends 
that AEP Ohio establish a POR discount rate cap of 5 percent and implement a partial 
payment tracking methodology in conjunction with calculation of the discount rate, 
whereby partial payments would be allocated, after taxes, to generation, transmission, and 
distribution services based on the percentage that each service represents on the particular 
bill. Because Staff is opposed to the BDR, Staff states that it cannot support AEP Ohio's 
requested late payment charge, although Staff notes that it would not oppose a late 
payment charge proposed by the Company in a distribution rate case. As an alternative to 
its discormt rate proposal. Staff notes that another option would be for AEP Ohio to 
unplement the BDR, with a discount rate, that is limited to CRES receivables and 
generation-related uncollecteble costs. Staff notes that its alternative proposal would 
avoid the need to rdy on the $1Z2 milHon uncollectible expense basdine refleded in base 
distribution rates, which relates to transmission and distribution. Noting that AEP Ohio 
has recentiy experienced uncollectible expenses in excess of the baseline. Staff expresses 
concern that A^P Ohio's proposal would allow the Company, in effect to adjust its 
baseline through the BDR. Staff befieves that uncollectible expenses related to distribution 
and transmission should be adjusted in a distribution rate case. (Staff Ex. 13 at 7-8; Staff 
Ex. 14 at 4-13; Tr. IV at 1108; Tr. DC at 2171-2172; Staff Br. at 33-36,38-39; Staff Reply Br. at 
27-28.) 
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With resped to AEP Ohio's recovery of POR program costs. Staff asserts tiiat with 
its discount rate proposal in place, recovery of the $207,600 in incremental O&M support 
costs through an administrative fee to CRisS providers would be unnecessary, although 
Staff agrees with the Compan/s proposal to assess an annual per-consolidated bill fee for 
the estimated $1.5 million in implementation costs. Staff believes that such fee should be 
adjusted annually, when AEP Ohio performs its armual calculation of the discount rate, 
with the true-up comparing the actual cost of implementation with the cost estimate and 
also induding an adjustment for the most recent consolidated billing customer numbers. 
Staff does not bdieve that a hard cap on the cost to implement the POR program is 
necessary, altiiough Staff recommends that AEP Ohio track its implementation cost Staff 
recommends that, if AEP Ohio finds that the implementation cost will exceed the 
$1.5 million estimate by ten percent the Company should notify Staff and participating 
CRES providers, which may then request that an audit be performed at the Commission's 
discretion, with Staff to file its report within three months of the Commission's approval of 
the audit request. (Staff Ex, 14 at 13-15; Staff Br, at 37-38.) 

Additionally, Staff proposes that the POR program be Ihnited to residential and 
GS-1 customers that partidpate in consofidated billing. Noting that AEP Ohio's bad debt 
expense in 2013 was $2Z5 million, which induded a $7.2 million charge-off assodated 
with the Ormet Primary Aluminum Corporation, Staff points out that the indusion of 
large customers in the POR program may have a severe impact on residential rates. 
Finally, Staff recommends that, if AEP Ohio's proposed BDR is approved, the Commission 
should instrud the Company to work with Staff to ensure that strong collection practices 
are in place, in Ugh* of the fact that the rider will collect both CRES- and Company-related 
uncollectible expenses. Staff emphasizes that AEP Ohio has not provided any criteria or 
benchmarks that are used by the Company to evaluate collection performance. Staff notes 
tiiat Duke has criteria that it uses to monitor and evaluate its collection practice. Staff 
asserts that, like Duke, AEP Ohio should have established benchmarks in place, and 
provide the benchmarks to Staff, bdore the BDR is approved. (Staff Ex. 13 at 4-5,8-9; Staff 
Ex. 14 at 4; Tr. IV at 1117,1119; Tr. VID at 1905,1911; Staff Br. at 40-43; Staff Reply Br. at 29-
31.) 

AEP Ohio responds that, in the CRES Market Case, Staii emphasized the need for 
consistent application of polides and practices to encourage the growth of the competitive 
market and minimize barriers to entry, although the Company believes ihat Staffs 
recommendations in the present proceedings are contrary to that goal and fundamentally 
inconsistent with the current practice in Ohio. AEP Ohio points out that Duke and a 
number of gas companies have POR programs that are stmctured similarly to the 
Compan/s proposal, with a zero discount rate and recovery of bad debt in a rider. AEP 
Ohio argues, among other matters, that Staffs assertion that the Company needs time to 
imderstand its experience with bad debt is imdermined by the iact that the Company will 
have time to evaluate the rdevant data prior to any BDR cost or credit beuig implemented. 
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because the Compan/s proposal calls for the establishment of an initial BDR rate of zero. 
AEP Ohio contends that Staff's recommended POR program will not achieve the same 
level of intended benefits, as evidenced by the increased competition experienced in 
Duke's service territory following implementation of a zero discount rate and BDR With 
respect to Staffs proposal that a specific discount rate be implemented for each individual 
CRES provider based on its past experience, AEP Ohio responds that Staffs proposal 
discriminates against at-risk populations with a higher credit risk and does not support 
the underlying goal of the POR program. Further, AEP Ohio maintains that contrary to 
Staffs position, the Compan/s collection efforts and history of bad debt management 
support approval of the proposed BDR. According to AEP Ohio, although Staff opposes 
the BDR based, m part, on the percdved lack of benchmarks for evaluation of bad debt 
collection practices. Staff is unaware of any dectric distribution utility having such 
benchmarks. In any event, AEP Ohio argues that the record reflects that the Company 
manages and takes steps to minimize its bad debt. AEP Ohio condudes tiiat while Staff 
agrees that the implementation of a POR program should not harm the utflity. Staff's 
proposal would nevertheless have that dfect by capping the level of bad debt recovery 
and shifting risk to the Company, Fmally, AEP Ohio urges the Commission to rejed other 
intervenors' recommended modifications, although the Company states that some of the 
recommendations would benefit from further discussion in the collaborative environment, 
(Tr. VIII at 1903-1907, 1911-1912,1916-1917; Tr. IX at 2131, 2139, 2145, 2163-2164, 2168, 
2178-2187; Co. Br. at 125-133; Co. Reply Br. at 105-107.) In its reply brid. Staff responds 
that, although consistency among utilities is important, POR programs should be 
evaluated on a case-by-case basis and, in any event. Staff has been consistent in requesting 
that AEP Ohio devdop collections performance benchmarks like Duke, which is the only 
other electric distribution utility with a POR program combined with a BDR (Staff Reply 
Br. at 27-31). 

OCC argues that AEP Ohio failed to prove any justification for the proposed POR 
program and BDR, which, according to OCC, would require the Compan/s customers to 
subsidize CRES providers' receivables. In support of its argument, OCC emphasizes that 
ndther AEP Ohio nor any CRES provider provided any assurance that implementation of 
fhe POR and BDR would bring about additional products or providers in the Compan/s 
service territory. Further, OCC asserts that the lack of a POR program is not a barrier to 
market entry, in light of the significant number of registered CRES providers and current 
shopping rates, as well as the fact that there is no evidence that fhe absence of a POR 
program has inhibited competition. OCC adds that the claimed customer benefits of a 
POR program cited by AEP Ohio witness Gabbard are non-quantifiable and speculative, 
wfiile there is no guarantee that CRES providers will flow their cost savings through to 
customers. With respect to AEP Ohio's proposed late payment charge, OCC argues that 
the Company failed to demonstrate a need for the diarge or consider the impad on 
affordability of service, and did not provide any supporting documentation in the form of 
statistics showing the number of customers that make late payments, how late ttiose 
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payments are made, and the impart on the Compan/s finances. OCC concludes that the 
proposed POR program, BDR, and late payment charge should be rejected. (OCC Ex 11 at 
21-28; OCC Ex. 13 at 31-42; Tr. UI at 830, 836,839-842,869; Tr. XI at 2675, 2695,2709; OCC 
Br. at 90-101, 150-155; OCC Reply Br. at 71-80, 117-119.) AEP Ohio rephes ttiat the 
evidence of record reflects that a POR program is the appropriate next step to encourage 
competition in Ohio, consistent with the Commission's findings in the CRES Market Case 
(Co. Reply Br. at 102-̂ 103). 

Like OCC, OPAE and APJN argue that AEP Ohio's proposed POR program, BDR, 
and late pa5rment charge should be rejected by the Commission. According to OPAE and 
APJN, CRES providers should remain responsible for the bad debt of their customers and 
AEP Ohio should not be permitted to shift the collection risk to all distribution customers, 
which OPAE and APJN contend is counter to R.C 4928.02(H). With resped to the late 
payment charge, OPAE and APJN assert that AEP Ohio failed to perform any study or 
analysis to demonstrate a need for the proposed charge or to consider its impad on the 
affordability of electric rates. If the late pa)mrient charge is approved, OPAE and APJN 
recommend that Graduate PIPP customers be exempt in addition to other PIPP customers. 
Further, OPAE and APJN argue that AEP Ohio should not be permitted to impose 
additional security deposits imder the proposed POR program, given that shopping 
customers may have already paid a security deposit to their CRES providers or otherwise 
demonstrated creditworthiness. Next OPAE and APJN mamtaui that AEP Ohio's 
requested waiver of Ohio Adm.Code 4901:1-18-10(D) is an inappropriate attempt to 
circumvent important consumer protections and should be rejected. OPAE and APJN 
point out that Ohio Adm.Code 4901:1-10-19(A) also prohibits AEP Ohio from 
disconnecting service to a residential customer for failure to pay a non-tariffed service, 
mduding CRES charges. Fmally, OPAE and APJN argue that the POR program would 
impose significant costs on all distribution customers without any quantifiable benefit 
(OPAE/APJN Br. at 18-31; OPAE/APJN Reply Br. at 9-18.) AEP Ohio counters ttiat 
among other benefits of the POR program, increased competition and lower prices will 
serve to proted at-risk populations, while the Compan/s proposed late payment charge is 
a common and reasonable type of charge that would be used to offset the BDR and incent 
timdy bill payment (Co. Reply Br. at 104,107). 

lEU-Ohio also contends that the proposed POR program should be rejected. 
Alternatively, lEU-Ohio recommends that, if the Commission authorizes a POR program, 
the Commission should rejed the BDR and direct that receivables be purchased at a 
discount Accordmg to lEU-Ohio, AEP Ohio failed to demonstrate a need or customer 
benefit with resped to tiie POR program and BDR, particularly for commercial and 
mdustrial customers. Specifically, lEU-Ohio asserts that the record does not refled that a 
POR program would lower a barrier to entry or that there is currentiy a shortage of CRES 
providers or products in AEP Ohio's service territory. Noting that AEP Ohio's proposal is 
based, m part, on the fad that Duke has a similar POR program and BDR, lEU-Ohio 
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maintains that the Compan/s position is xmwarranted and contrary to the stipulation 
through which Duke's "^R program and BDR were approved. lEU-Ohio notes that AEP 
Ohio is a signatory party to Duke's stipulation and, as such, is prohibited by its terms from 
rdying on ttie stipulation in the present proceedings. lEU-Ohio also believes that the BDR 
will fail to enhance competition; will unreasonably shift the markd risk for bad debt to all 
of AEP Ohio's customers; and will remove the market disdpline that encourages CRES 
providers to evaluate thefr customers and price thdr services appropriatdy. (lEU-Ohio 
Ex. 2 at 9-14; Co. Ex. 33 at Ex. WAA-R3; Tr. lU at 869, 872-876; Tr. VII at 1652-1654; lEU-
Ohio Br. at 44-51; lEU-Ohio Reply Br. at 23-26.) In response, AEP Ohio points out that the 
fad that Duke has a POR program with a BDR, regardless of the stipulation, may be 
considered by the Commission in these proceedings, contrary to lEU-Ohio's assertion 
(Co. Reply Br. at 104-105.) 

According to FES, the proposed POR program has the potential to act as a barrier to 
competition and disadvantage responsible CRES providers that have dfective coUection 
practices. FES notes that AEP Ohio seeks to tie a CRES provider's use of consolidated 
billing to the POR program and to raise the discount rate in the future in order to recover 
costs assodated with supplier enhancements unrdated to the POR program. FES contends 
that CRES providers should not be forced to choose between giving up revenues by 
partidpating in the POR program and foregoing the benefits of consolidated billing. FES 
adds that under Duke's POR program, CRES providers are free to use consolidated billing 
apart from the POR program and there is no per-customer fee. FES, therefore, 
recommends that CRES providers be permitted to use consolidated billing without being 
required to participate in AEP Ohio's POR program; ^ e proposed per-customer fee be 
reeded; and the Company be prohibited from recovering non-POR related costs through a 
non-zero discount rate at any point m ttie future. (FES Ex. 1 at 4-6; Tr, III at 795-800; FES 
Br. at 1-5.) 

RESA and Constellation assert that AEP Ohio's proposed POR program and BDR 
should be approved. RESA notes that AEP Ohio's proposal addresses many of the 
POR-rdated issues and concerns raised in the CRES Market Case and incorporates the best 
practices from fhe POR programs in place for Duke and the large gas utilities. RESA 
witness Bennett testified that the POR program would encourage more CRES providers to 
enter AEP Ohio's service territory, lower the hurdle for market entry, increase 
competition, and bring more competitive prices and product offers; simplify billing and 
the debt and collection process; permit customers to have a single budgd plan for energy 
and wires services; reduce the uncollectible risk for CRES providers; and eliminate 
customer confusion that results from dual collection dforts and the partial payment 
priority rules. In response to OCC's and lEU-Ohio's contentions, RESA points out tiiat 
mcreases in supplier partidpation have occurred foUowuig implementation of a POR 
program. RESA bdieves that residential customa^ in AEP CMo's service territory are not 
taking advantage of lower competitive prices due to the lack of a POR program. With 
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respert to OCC's and lEU-Ohio's opposition to the BDR, RESA asserts that consistent with 
AEP Ohio's proposal, all customers by dass should contribute on a pro rate basis to cover 
bad debt regardless of whether the power was supplied through a CRES provider or the 
SSO. RESA also argues that Staff's recommendations should be rejected. Spedfically, 
RESA maintains that exdusion of large commercial and industrial customers would be 
inconsistent with the other POR programs in Ohio and would broadly and inappropriatdy 
exdude small GS-2 customers; a zero discount is reasonable at the outsd of AEP Ohio's 
POR program, whereas Staffs proposal for CRES provider-specific discount rates is 
inconsistent with the existing POR programs, unsubstantiated, time consuming, and 
unduly burdensome; O&M costs should not be recovered through an adder; and rejection 
of the BDR is unwarranted, in light of Staff's willingness to accept a BDR that recovers 
only generation-related bad debt, which is what the Company has proposed. In its reply 
brief, RESA stetes that it would not objert if mercantile customers are omitted from the 
POR pmgram and BDR, Finally, as a related matter, RESA recommends that AEP Ohio be 
required to provide to CRES providers all payment and collection information for the 
Company-consolidated billing accounts until the POR program is in place and to continue 
to do so for CRES providers that do not use the program. RESA also notes that certain 
language in tariff sheets 103-20D and 103-41D grants AEP Ohio sole discretion to 
terminate certain delinquent customers' CRES contracts and bar such customers from 
shopping until thdr arrearages are paid. RESA recommends that the language in question 
be removed from AEP Ohio's tariffs, as RESA believes that it is unreasonable and 
anticompetitive. (RESA Ex. 3 at 4-11; Co. Ex. 11 at 4; Tr. Ill at 829-830; Tr. DC at 2135,2148, 
2169-2172; Tr. XI at 2667, 2681, 2692, 2694-2695, 2709; RESA Br, at 2-19; RESA Reply Br. at 
2-12.) With respect to these last two recommendations, AEP Ohio argues fhat these issues 
shotdd be considered, ff at all, in another proceedmg (Co. Br. at 147-148), 

Constellation argues that AEP Ohio's proposal is consistent with R.C 4928.02(C), 
which requires the Commission to ensure diversity of electridty supplies and suppliers, as 
well as comparable to similar POR programs that have been successfully implemented by 
Duke and the large gas utilities. Constellation recommends that the BDR explidtly be 
made a non-bypassable rider and that AEP Ohio provide a mechanism that shows the 
various costs included in the BDR. Constellation beHeves that the proposed BDR is a 
reasonable approach to fafrly socialize the costs of bad debt and ensure that shopping 
customers do not pay a disproportionate share of bad debt expense. However, if tiie BDR 
is rejected m favor of a discount rate. Constellation proposes that the discount rate be 
based on AEP Ohio's actual historic bad debt experience by customer dass, as opposed to 
Staffs proposal, which Constdlation contends is complex and administratively 
burdensome. Constellation also argues that the Commission shoidd not adopt Staffs 
proposal to limit the appHcability of the POR program to residential and GS-1 customers 
only, because it has no basis in the record and is inconsistent with Duke's POR program. 
(Constellation Ex. 1 at 10; Constellation Br. at 20-23; Constellation Reply Br. at 21-24.) 
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IGS also supports AEP Ohio's proposed POR program and BDR. IGS emphasizes 
that AEP Ohio currently recovers uncollectible expense associated with SSO generation 
service from all customers, shopping and non-shopping, through distribution rates. IGS 
believes that it is more reasonable to recover the uncollectible expense associated with all 
generation service from all customers equally through the BDR Additionally, IGS 
recommends that AEP Ohio be direded to implement supplier consolidated billing, 
whereby CRES providers would purchase the Compan/s receivables assodated with 
distribution service and then be responsible for billing and collecting all charges, 
generation and distribution, from their customers. IGS beHeves that the flexibility 
afforded by supplier consoUdated billmg would enable CRES providers to develop and 
offer a broader range of products and services. According to IGS, supplier consolidated 
billing and AEP Ohio's proposed POR program complement each other and could be 
implemented concurrently. (Co. Ex. 11 at 6-8; IGS Ex. 2 at 22-24; IGS Br. at 18-19, 20-21; 
IGS Reply Br. at 17-18.) 

Direct Energy also asserts that AEP Ohio should be directed to take steps to 
implement supplier consolidated billing, which Dired Energy contends woidd enable 
CRES providers to offer new and better products on a single bill. Spedfically, Dired 
Energy recommends that, within 30 days of the Conunission's decision in these 
proceedings, AEP Ohio be required to convene a working group for the purpose of 
creating a stmcture and process for supplier consoUdated billing. Dired Energy furtiier 
recommends that, within one year of fhe Commission's decision, AEP Ohio be required to 
file proposed tariffs in a new proceeding to address the timing for programming and the 
costs associated with suppfier consolidated billing. With respert to the POR program, 
Direct Energy argues that tiie program, as proposed by AEP Ohio, would diminate the 
current option for shopping customers to be billed by the Company for additional 
products and services outside of their ordinary commodity service. Direct Energy points 
out that AEP Ohio would expert CRES providers to bill and coHert for these types oi 
products and services, which woidd eliminate the bendits of a single bill. Dirert Energy, 
therefore, recommends that AEP Ohio be required to program its billing system to allow 
for continued billing and collection for non-POR items, even ff a CRES provider chooses to 
participate in the POR program. Alternatively, Dirert Energy recommends that AEP Ohio 
be direrted to allow CRES providers to continue to participate in utifity consolidated 
billing, even if they elert not to participate in the POR program. Finally, Direct Energy 
contends that approval of the POR program should not relieve AEP Ohio of its obligation 
to provide payment information to CRES providers, consistent with the Commission's 
dfrectives in the CRES Market Case. (Direct Energy Ex. 1 at 6-8; Tr. Ill at 7S7-789; Direct 
Energy Br. at 5-11.) 

AEP Ohio opposes the suppHer consolidated billing proposals of IGS and Direct 
Energy. According to AEP Ohio, an ESP proceeding is not the appropriate forum in which 
to consider intervenors' new and experimental ideas. AEP Ohio argues that ff the 
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Commission finds that the proposals warrant any consideration, they should be dderred 
to another proceeding. AEP Ohio further argues that Dirert Energ/s request that the 
Company continue to allow non-commodity items on the bill, includhig termination fees, 
shoidd be rejected, because such items are not rdated to the provi^on oi dectric service or 
regulated by the Commission. AEP Ohio does not oppose Direct Energ/s request to 
continue to receive customer payment information to the extent ihat it involves accounts 
with past due amounts and only for the period prior to implementation of the POR 
program. (Co. Br. at 147-148; Co. Reply Br. at 107-109.) Direct Energy responds that it 
agrees with AEP Ohio that these proceedings are not ttie proper venue for addressing the 
details of supplier consolidated biHhng, which is why t ^ e r t Energy merely proposes tiiat 
the Company be directed to convene a stakeholder group and to file proposed tariffs 
within a year (Dired Energy Reply Br. at 2-3). 

(c) Condusion 

The Commission notes that we have previously addressed the issue of 
implementation of a POR program in AEP Ohio's service territory. In the ESP 2 Case, 
several CRES providers and RESA advocated for hnplementation of a POR program, 
which, at the time, AEP Ohio ndther supported nor opposed. The Commission, however, 
declined to adopt the recommendation and instead direrted interested stakeholders to 
further discuss the merits of a POR program in conjunction with the five-year mle review 
of Ohio Adm.Code Chapter 4901:1-10, m Case N o 12-2050-EL-ORD. ESP 2 Case, Opinion 
and Order (Aug. 8,2012) at 41-42 Subsequentiy, m the CRES Market Case, the Commission 
declined to adopt Staffs recommendation that the electric distribution utiUties be required 
to file an application to implement a POR program within one year, a l t h o u ^ the 
Commission encouraged the utiHties to indude, in their next SSO or distribution rate case, 
a proposal to implement a POR program or equivalent. CRES Market Case, Finding and 
Order (Mar. 26,2014) at 21. 

The Commission continues to encourage the electric distribution utilities to 
consider and propose a POR program for implementation in their respective service 
territories. However, we also agree that each such proposal should be evaluated on its 
own merits, on a case-by-case basis, as Staff contends in the present proceedings. 
Consistent with this approach, and upon careful consideration of AEP Ohio's proposal, tfie 
Commission finds that a POR program should be approved for the Company, with the 
implementation details to be determined in a subsequent proceeding. Spedfically, as 
discussed further bdow, we authorize AEP Ohio to establish a POR program that 
compUes wifh the foUowing requirements: (1) recdvables must be purchased at a single 
discoimt rate that applies to all CRES providers; (2) only commodity-rdated charges may 
be induded in the POR program; (3) partidpation in the POR program by CRES providers 
that elect consoHdated billing must not be mandatory; and (4) a detailed implementation 
plan should be discussed within the MDWG, with a proposal subsequentiy filed for the 
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Commission's consideration. Additionally, AEP Ohio is authorized to establish a 
generation-related BDR s d initially at zero. 

We find that a IOR program will provide signfficant customer benefits, including 
the likdihood of increased numbers of active CRES providers and produrt offerings in 
AEP Ohio's service territory, which, as the record reflects, occurred following the 
implementation of a POR program in Duke's service territory (Co. Ex. 11 at 4r6; RESA Ex. 
3 at 8; Tr. ID at 824-825). The Conunission notes that the MDWG will provide an existing 
forum for discussion regarding the implementation of AEP Ohio's POR program, and 
interested stakeholders should address matters such as the POR program rules, calculation 
of the discount rate, hnplementation and mcdntenance costs, collection rates and 
procedures, and the timing and other mechanics of the process by which the Company 
will purchase receivables from CRES providers. We dired Staff to report on the progress 
of such discussions. The speciBc discoimt rate to be initially established, as well as the 
detailed implementation plan for the POR program, should be proposed for the 
Commission's consideration by AEP Ohio, Staff, and any other interestai stakeholders 
through a filing made in a new docket by August 31, 2015. The Commission also notes 
that the recommendations regarding supplier consolidated billing offered by Direct 
Energy and IGS and RESA's objections to tiie switching provisions in tariff sheets 103-20D 
and 103-41D should be further discussed vrithin the MDWG. 

The Commission fmds tiiat with the implementation erf a discount rate, AEP Ohio's 
request for approval of the BDR should be approved, with modifications. We note that as 
proposed by AEP Ohio, the BDR would flow the bad debt of both shopping and non-
shopping customers, whether generation- or distribution-related, through a single rider, 
which may cause the type of subsidy that the Commission must avoid under R.C 
4928.02(H). Although AEP Ohio emphasizes that its BDR was modeled after Duke's 
approach in many respects, the proposed rider is inconsistent with Duke's practice of 
maintaining separate uncollectible expense riders for generation- and distribution-related 
bad debt. See, e.g., In re Duke Energy Ohio, Inc., Case No. 14-953-EI^UEX, Finding and 
Order (Sept 25,2014); In re Duke Energy Ohio, Inc., Case No. 14-955-EL-UEX, Fmding and 
Order (Sept 25,2014). As Staff points ou t AEP Ohio's proposal would effectively enable 
the Company to adjust, through the BDR, the $12.2 miUion in bad debt expense that is 
already reflected in its base distribution rates. We agree with Staff that, ff this baseHne is 
to be adjusted, it should be done in the context of a distribution rate case and not in these 
proceedings. Consequentiy, consistent with Staffs alternative recommendation, ttie BDR 
should be limited to CRES receivables and generation-related imcollectible expenses above 
the amotmt already being recovered through base distribution rates. As the 
implementation details of the POR program will be resolved in another dockrt, tiie BDR 
should mitially be established as a placeholder rider set at zero. Further, we believe that 
the merits of a late payment charge for residential customers would be more appropriatdy 
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addressed in a distribution rate case and, accordingly, do not approve the proposed charge 
at this time. 

The Commission also finds it necessary to address AEP Ohio's request for a waiver 
of Ohio Adm.Code 4901:1-18-10(D), which provides that a utility company shall not 
disconned service due to failure to pay CRES-related charges. Additionally, as OPAE and 
APJN point ou t Ohio Adm.Code 4901:1-10-19(A) similarly provides that no dectric utility 
may disconnert service to a residential customer for failure to pay CRES-related charges. 
More importantiy, we note that R C 4928,10(D)(3) requires the Commission to adopt rules 
regarding a number of specific consumer protections, induding, witii respect to 
disconnection and service termination, a prohibition against blocking, or autiiorizing the 
blocking of, customer access to a non-competitive retail dectric service when a customer is 
deUnquent in payments to the electric utility or electric services company for a competitive 
retail dectric service. No party has persuaded fhe Commission that we can waive Ohio 
AdnxCode 4901:1-18-10(D) in light of this statutory provision. We, therefore, find that 
AEP Ohio's request for a waiver of Ohio Adm.Code 4901:1-18-10(0) should be rejected, as 
it is counter to the statute's prohibition on disconnection for non-pa3nnent of CRES-rdated 
charges. The Commission cannot grant a rule waiver that is inconsistent with the statute. 

Finally, in accordemce with the Commission's directive in the CRES Market Case, 
AEP Ohio should continue to make available to CRES providers the data necessary to 
assist them in collection dforts, induding the total customer payment amount, the amount 
billed by the CRES provider, the amount of the pajmient allocated to the CRES provider, 
the date on which the payment was applied, and a payment plan flag. CRES Market Case, 
Fmding and Order (Mar. 26,2014) at 21-22. 

18. Continuation or Elimination of Other Riders 

In addition to the riders specifically addressed above, AEP Ohio requests authority 
to continue or diminate other existing riders. Specifically, AEP Ohio witness Moore 
testified that the pool termination rider and generation resource rider would be 
eliminated, while the dderred asset phase-in rider, universal service fund rider, kWh tax 
rider, phase-in recovery rider, and transmission under recovery rider woidd continue in 
theh current form. (Co, Ex. 1 at 14; Co. Ex, 13 at 4, Ex, AEM-1; Co, Br. at 137; Co. Reply Br. 
at 110.) The Commission finds that AEP Ohio's request is reasonable and should be 
approved (Co. Ex. 1 at 14; Co. Ex. 13 at 4, Ex. AEM-1), 

19. Capital Stmcture and Cost of Capital 

AEP Ohio proposes to use the expected capital structure and cost oi capital for the 
wires business that will exist as of May 31, 2015, followuig cbmpletion of the Company's 
transfer of its generation assets. Spedfically, AEP Ohio witness Hawkins testified that the 
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targeted capital stmcture is 5Z5 percent long-term debt and 47.5 percent equity, which is a 
chfflige from the current capital stmcture of approximately 43 percent debt and 57 percent 
equity. Ms. Hawkins recommended a pre-tax w d ^ t e d cost of capital of 10.86 percent 
after-fax weighted cost of capital of 8.23 percent, and an embedded cost for long-term debt 
of 6.05 percent. AEP Ohio witness Avera recommended an ROE of 10.65 percent, in order 
to enable the Company to maintain its finandal integrity, provide a return commensurate 
wititi investments of comparable risk, and support the Company's abiHty to attrad capital. 
(Co. Ex. 17 at 4r9; Co. Ex. 19 at 5-9; Co. Br. at 106-110.) 

OCC urges the Commission to adopt an ROE of 9,00 percent for AEP Ohio. OCC 
points out that AEP Ohio, as a wires only business, has a lower risk than an integrated 
generation, transmission, and distribution ovimer. OCC also asserts that its 
recommendation is reasonable, given the lower risk inherent in the dectric industry and 
AEP Ohio's continued rdiance on numerous riders, as well as the rdativdy slow growth 
in the economy. Further, OCC argues that AEP Ohio witness Avera's analysis is flawed in 
numerous respects and, therefore, the Company's requested ROE is overstated and 
unreasonable. (OCC Ex. 12; OCC Ex. 12A; OCC Br. at 134-142; OCC Reply Br at 107-112.) 
AEP Ohio repHes that OCC recommends an inordinately low ROE and that Dr. Avera 
thoroughly explamed and supported his methodology. AEP Ohio adds that Dr. Avera's 
analysis impHcitiy accounts for all risk affecting factors. (Co. Br. at 111-113; Co. Reply Br. 
at 89-97.) 

l ike OCC, Walmart also contends that AEP Ohio's proposed ROE is unreasonable, 
because it fails to reflect a reduction in regulatory lag attributable to the DIR and other 
riders, and is inflated in comparison to the average ROE of 9.57 percent for other 
distribution only utiHties since 201Z In addition to supporting OCCs recommended ROE 
of 9.00 percent Walmart requests that the Commission approve an ROE of no higher than 
9.57 percent (Wahnart Ex. 1 at 7-10, Ex. SWC-2; Tr. U at 313-314; Tr. V at 1299; Walmart 
Br. at 3-5.) AEP Ohio responds that riders, such as the DIR, are commonplace and do not 
distinguish the Compan/s risk level and, in any event, the impart on the risk due to the 
DIR is already fartored into Company witness Avera's analysis. Addressuig Walmarf s 
argument regarding the average ROE for other distribution only entities, AEP Ohio points 
out fhat the most rdevant historical ROE is the one authorized for the Company by the 
Commission. AEP Ohio notes that Dr, Avera's ROE recommendation of 10.65 percent is 
squardy within the range recentiy established for the Company by the Commission, 
namdy above the 10.20 percent ROE approved in the Distribution Rate Case and bdow the 
11.15 percent ROE approved m Case No. 10-2929-EL-UNC with respert to capadty 
charges. AEP Ohio adds that Dr. Avera's recommendation is further supported by the iact 
that the ROE established in these proceedings will be used for rates that do not go into 
effert until June 2015, when mterest rates and costs of equity are likely to be higher. (Co. 
Br. at 110-111; Co. Reply Br. at 89.) 
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Upon review of the parties' positions, the Commission finds that the record reflects 
a range in ROE recommendations, beginning with a low oi 9.00 percent, put forth by OCC 
and supported by Walmart, increasing to Wahnarfs upper bound recommendation of 
9.57 percent, and, finally, ending at the Compan/s requested ROE of 10.65 percent We 
agree with Walmart and OCC that AEP Ohio's requested ROE is too high, as gauged by 
comparison with fhe average reported ROE for comparable utilities since 2012 (Walmart 
Ex. 1 at 9-10). Further, AEP Ohio's requested ROE does not adequatdy accoimt for the 
Compan/s reduced exposure to risk from regulatory lag in light of die DIR and numerous 
other riders (Walmart Ex. 1 at 8; OCC Ex. 12 at 54-55; OCC Ex. 12A). On the other hand, 
we find that OCC's and Walmart's ROE recommendations are not suffident to enable 
AEP Ohio to maintain its financial integrity and protert its ability to attrart capitaL 

In the Distribution Rate Case, the Commission adopted a joint stipulation and 
recommendation submitted by the parties, which induded approval of an ROE of 10.00 
percent for CSP and 10.30 percent for OP, or an ROE of 10.20 percent for the merged 
corporate entity. Distribution Rate Case, Opinion and Order (Dec. 14, 2011) at 12, 14. 
Following our review oi the record in the present ESP proceedings, we find fhat it is 
appropriate to maintain the ROE of 10.20 percent autiiorized for AEP Ohio in the 
Distribution Rate Case. The Commission recognizes that the ROE was adopted pursuant to 
the stipulation in the Distribution Rate Case, which was intended by the parties to have no 
precedential dfert. The Comnussion has stated, however, that, while parties may agree 
not to be bound by the provisions contained within a stipulation, such Hmitations do not 
extend to the Commission. See, e.g., ESP 2 Case, Opinion and Order (Aug. 8, 2012) at 10. 
We, therdore, find that an ROE of 10.20 percent is appropriate, just reasonable, and 
supported by the record, as it falls within AEP Ohio witness Avera's recommended range 
of 9,50 percent to 11.00 percent (Co. Ex. 19 at 7, Ex. WEA-2), as well as vwthin the range of 
recommendations put forth by OCC, Walmart and the Company. 

20. Accounting Authority 

AEP Ohio requests authority to record regulatory tiabilities and regulatory assets 
and, thus, to perform regulatory deferral over/under recovery tme-up accounting for a 
number of riders, as well as continued dderral accounting authority for the SDRR and 
additional dderral authority rdated to the proposed NCCR. (Co. Ex. 1 at 15; Co. Ex. 18 at 
3-6.) The Conunission finds that AEP Ohio's request for accounting authority is 
reasonable and should be approved (Co. Ex. 1 at 15; Co. Ex. 18 at 3-6), except with respect 
to the NCCR, consistent with our rejection of the proposed rider. 

21. Early Termination 

In its application, AEP Ohio states that it reserves the right to terminate the 
proposed ESP one year early (i.e., by June 1, 2017), based upon a substantive change in 
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Ohio law (induding rules or orders of the Commission) affecting SSO obligations or rate 
plan options under RC. Chapter 4928; or a substantive change in federal law (induding 
FERC rules or orders) or PJM tariffs or rules with respert to capadty, energy, or 
transmission regulation or pricing that has an impart on SSO obligations or rate plan 
options. AEP Ohio further states that it may exercise its early termination right at its sole 
option and discretion, by giving written notice to the Commission no later than Ortober 1, 
2016. Fmally, AEP Ohio states that ff the Company dects to exercise its right to early 
termination, it will propose a new SSO rate plan to encompass the period from June 1, 
2017, througji May 31, 2018, which may also encompass a longer time period consistent 
with applicable law. According to AEP Ohio, the early termination provision is 
reasonable, prudent, and necessary to protert the interests of the Company and its 
customers, in light of the rapidly changuig legal and regulatory environment and the 
attendant supply risks. (Co. Ex. 1 at 15; Co. Ex. 2 at 8; Tr. I at 65-67; Co. Br. at 137-139.) 

Staff, OCC, OMAEG, ConsteUation, Dirert Energy, and RESA oppose AEP Ohio's 
reservation of right to terminate the ESP at the end of the second year. These parties raise 
a number of reasons for their opposition, arguing that AEP Ohio's reservation of right 
lacks statutory or other legal authority; interferes with the MRO/ESP analysis; grants the 
Company nearly unfettered discretion; lacks objective criteria for determining when the 
right may be properly exercised; creates substantial uncertainty, risk, and higher costs in 
the market for customers, SSO suppUers, and CRES providers; harms competition; and 
proposes a timeframe that would allow Uttie time for a new ESP to be approved. OCC 
adck that ff the Commission neverthdess approves the early termination provision, it 
should not apply to the PPA rider. (Staff Ex. 16 at 2-4; OCC Ex. 15A at 44; Constellation 
Ex. 1 at 24-27; RESA Ex. 3 at 11-12; Tr. I at 67-68; Staff Br. at 67-68; OCC Br. at 154-157; 
OMAEG Br. at 3-6; Constdlation Br. at 25-26; Duert Energy Br. at 12; RESA Br. at 34-36; 
OCC Reply Br. at 40-42; OMAEG Reply Br. at 18-20; Constellation Reply Br. at 24-25; RESA 
Reply Br. at 2Z) 

AEP Ohio responds that intervenors' concerns are misplaced, because the 
Commission and customers would receive advance notice if the Company exercises its 
early termination right, and a new SSO would have to be approved by the Commission 
bdore ESP 3 would end. AEP Ohio points out that its advance notice should elhninate 
any uncertainty for customers and CRES providers. AEP Ohio also argues that nothing in 
R.C 4928.143 or any other statutory provision prohibits the Commission from approving 
the Compan/s reservation of an early termination right. Further, AEP Ohio contends that 
the length of the ESP term has no bearing on the Commission's MRO/ESP analysis. 
Finally, AEP Ohio notes that it is not opposed to extending the PPA rider past the ESP 
term, to the extent that the Commission is committed, at the outset to the Compan/s 
proposed hedgmg arrangement (Co. Ex. 1 at 15; Co. Ex. 2 at 8; Tr. I at 65-66,68,133; Co. 
Reply Br. at 110-114.) 
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To the extent fhat AEP Ohio seeks the Commission's approval of its reservation of 
right to terminate the ESP after a two-year period, we find that file Company's request 
should be denied. AEP Ohio offers no statutory or other legal dtation in support of its 
request Further, as proposed, AEP Ohio's early termination provision is neither 
reasonable nor prudent. As noted by Staff and numerous intervenors, AEP Ohio's 
proposal would afford the Company considerable discretion to end the ESP after two 
years. In fact, among other circumstances, the ESP would be subjert to early termination 
due to any Commission order that affects the ESP, induding any of its riders, or the 
Compan/s SSO obHgations under RC. Chapter 4928. The Commission also bdieves that 
the proposed early termination provision would generate a significant measure of 
uncertainty and risk in the market and, potentially, higher costs for customers. (Staff Ex. 
16 at 4; Constellation Ex. 1 at 24-27; RESA Ex. 3 at 11-12; Tr. I at 67-68.) Finally, the 
Commission notes that, ff AEP Ohio finds it necessary to take steps to protert the interests 
of the Company or its customers, in light of regulatory or other changes in the law, the 
Company has other existing means by which to seek relid, 

2Z Other Issues 

(a) Demand Response 

In its brief, AEP Ohio notes that the recent polar vortex affirms that demand 
response programs play an unportant role, even when sponsored by a wires only 
company. AEP Ohio also points out that a federal appeals court riding called into 
question FERCs approval of PJM's demand response programs and emphasized the 
states' role in overseeing demand response programs for retail customers. OEG 
recommends that the Commission ensure that state-established demand response 
programs for shopping and non-shopping customers remain available, even if PJM is 
required to change its tarfffe as a result of federal proceedings. OEG adds that demand 
response programs provide both reliability and efficiency benefits. (Co. Br. at 72-73; OEG 
Reply Br. at IZ) 

The Conunission notes that the United States Court of Appeals for the Distrirt of 
Columbia Circuit has vacated FERC Order 745, which established a means for regional 
transmission organizations to compensate demand response resources in wholesale 
dectridty markets. Elec. Power Supply Ass'n v, FERC, 753 F3d 216 (D.C Or . 2014). 
SpedficaUy, the court determined that demand response is solely a retail matter subject 
exclusively to state jurisdiction. The United Stetes Solidtor General, on behaff of FERC, 
Hied a petition for a writ of certiorari at the United States Supreme Court on January 15, 
2015. 

The Commission agrees with AEP Ohio and OEG that demand response plays an 
important role in ensuring rdiabiHty, while also encouraging state economic development 
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We find that, because of the possibiUty that federal proceedings may significantiy alter the 
jurisdiction of demand response, a new placeholder pilot demand response rider should 
be established. The Commission emphasizes that this is merdy a placeholder rider and 
that no cost allocation or recovery shall occur at this time. Within 30 days of a final order 
from the United States Supreme Court or an order denying petitions for certiorari, AEP 
Ohio or the Commission may open a new docket to revisit any provisions in these 
proceedings that rdate to demand response and load management mechanisms within the 
Compan/s service territory. 

(b) Retail Stabmty Rider 

In the ESP appHcation, AEP Ohio states that it plans to continue the RSR through 
the term of the proposed ESP, consistent with the Commission's decision in the ESP 2 Case. 
AEP Ohio explains that the sole purpose of the RSR during the ESP term will be to collert 
the Company's previously authorized capadty charge dderrals, including carrying 
charges, for three years or until fuUy recovered. AEP Ohio notes that it intends to file a 
separate application to continue the I^R, although the rider has been incorporated into the 
Compan/s projected rate impacts submitted as part of these proceedings. (Co. Ex. 1 at 3, 
14; Co. Ex. 7 at 11-12; Co. Ex. 13 at 4; Co. Br. at 137.) 

The Commission notes that in Case No. 14-1186-EL-RDR, AEP Ohio filed an 
appHcation on July 8,2014, to continue the RSR until the dderrals and carrying charges are 
fully recovered. Accordingly, continuation of the RSR wiU be addressed in that case. 

(c) Significantiy Excessive Earnings Test 

AEP Ohio requests that fhe Commission confirm the methodology by which it 
intends to unplement tiie SEET for the duration of the ESP, in order to nuuntain a level of 
consistency to enable investors and utiHty numagers to make the significant investments in 
utility infrastmcture that are necessary to meet customers' needs and expectations. AEP 
Ohio witness AUen testified that while none of the SEET threshold values for 2009, 2010, 
2011, or 20i2 can possibly include the ROE for comparable companies for the term of the 
proposed ESP, they individually and collectivdy support the proposition that an earned 
ROE bdow 15 percent cannot be the result of significantiy excessive earnings. Mr. Allen 
further testified that although AEP Ohio does not bdieve that a SEET threshold should be 
set prospectively for the ESP period, ff the Commission dects to establish such a threshold 
in ttiese proceedings, the Company beHeves that a threshold of 15 percent would be 
reasonable imder the terms of the proposed ESP, as well as consistent with other SEET 
thresholds established by the Commission in prior proceedings. (Co. Ex. 7 at 5-^; Co. Br. at 
146-147.) 
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OCC points out that the business and financial risk faced by AEP Ohio has 
declined, in light of the fart that the Company is now a wires only business and continues 
to rdy on riders to collect revenues. OCC also notes that AEP Ohio's current SEET 
threshold is 12 percent which was established in the ESP 2 Case, at which time the 
Company stiH owned numerous generation assets. Ftuther, OCC argues that AEP Ohio 
has not demonstrated that it is reasonable or in the pubHc interest to increase the SEET 
threshold from 12 percent to 15 percent. OCC, tiierdore, recommends that the SEET 
threshold remain at 12 percent or be lowered, given AEP Ohio's lower risk exposure. 
Alternatively, OCC recommends that the Commission determine the SEET threshold 
vwthin the context of each annual proceeding, as it has done in the past. (OCC Ex. 12 at 54-
55; OCC Ex. 12A; OCC Br. at 147-149; OCC Reply Br. at 116-117.) AEP Ohio replies ttiat a 
SEET threshold of 15 percent is reasonable and appropriate based upon fhe methodology 
previously used by the Commission, while OCC's proposal lacks any connection to dther 
historical or future earnings. AEP Ohio adds that the 12 percent SEET threshold 
estaUished in the ESP 2 Cose is inadequate in numerous respects and, in any event, the 
Commission should not prospectively establish a SEET threshold. (Co. Ex. 7 at 5-7; Co. 
ReplyBr.atl30-13Z) 

The Commission finds that since we have not authorized or renewed a service 
stebiHty rider, it is not necessary to establish a SEET threshold in these ESP proceedings. 
Accordmgly, AEP Ohio's SEET threshold for each year of tiie ESP will be ddemuned 
within the context of each armual SEET case. 

(d) Market Energy Program 

RESA proposes that the Commission adopt a market energy program (MEP), which 
would be modded after a similar concept implemented in Pennsylvania. RESA contends 
that the proposed MEP would be a dirert and easy way in which to hvtroduce shopping to 
digible customers by means of a straightforward competitive offer that would be 
approved by the Commission, Specifically, RESA proposes that AEP Ohio's non-shopping 
residential and small commerdal customers, when calling the Compan/s call center for 
any reason other than termination or emergency, would be offered a three percent 
discount off fhe applicable price to compare at the time of enrollment for a six-month 
period, with no termination fee. ff a customer elects to partidpate in the MEP, RESA 
explains that the customer would be immediately enroUed with a specific CRES provider, 
if desired, or otherwise assigned sequentially to a CRES provider from a list of 
partidpating providers. With respect to costs, RESA recommends that AEP Ohio, 
following consultation with interested CRES providers, submit a start-up and maintenance 
plan with estimated costs for the Commission's review and approval of a per-enrolled 
customer diarge to be paid by partidpating CRES providers at a levd that wiU recoup the 
start-up costs, over a three-year period, as well as ongoing maintenance costs. RESA also 
proposes that the MEP be evaluated through quarterly reports and an annual meeting 
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among mterested stakeholders. (RESA Ex. 2 at 4-8; Tr, VIII at 1945,1949-1951; RESA Br. at 
24-27; RESA Reply Br. at 13-14.) 

IGS recommends that RESA's proposed MEP be approved, in order to encourage 
customers to engage in the competitive retail electric market (IGS Br. at 22; IGS Reply Br. 
at 15-16). Staff states that it is not opposed to RESA's MEP proposal, but makes a number 
of recommendations. If the Commission approves the MEP, Staff recommends that the 
Commission direct that Staff has final authority regarding how the program wiU be 
implem^ited; the customer enrollment processing and notification rules contained in Ohio 
Adm.Code Chapters 4901:1-10 and 4901:1-21 apply to the program; and AEP Ohio must 
frack certain customer enrollment data and report the data to Staff upon request. (Staff Br. 
at 73-74.) 

AEP Ohio opposes the proposed MEP. AEP Ohio argues that the MEP proposal has 
not been adequatdy devdoped and would benefit from discussion and further refinement 
in a collaborative environment. According to AEP Ohio, the Commission's sole focus in 
these proceedings should be on the proposed ESP, while the MEP, ff considered at all, 
should be the subject of review in another proceeding. (Co. Br. at 147-148; Co. Reply Br. at 
132-133.) OCC, OPAE, and APJN also oppose the MEP proposal put forth by RESA. OCC 
emphasizes that RESA provided very few details regarding its proposal; faded to support 
the basic terms that were proposed, particularly the three percent discount and fatted to 
explain key differences between its proposal and fhe similar program implemented in 
Pennsylvania. OCC bdieves that the MEP would result in customer confusion and higher 
costs. OPAE and APJN point out that many important details of the MEP have not been 
worked out and that the program is an attempt to undermine the SSO. OPAE and APJN 
add that the MEP would result in a subsidy of a CRES product through distribution rates 
and is, tiierefore, contrary to R.C 4928.02(H). (OCC Br. at 125-131; OPAE/APJN Br. at 48-
51; OCC Reply Br. at 82.«4; OPAE/APJN Reply Br. at 26-27.) 

The Commission declines to adopt the proposed MEP. RESA's proposal is outside 
the scope of these ESP proceedings and, as several intervenors note, many of the key 
elements of the MEP have not been adequatdy developed. In the CRES Market Case, the 
Commission established the MDWG to be facilitated by Staff as a forum for the electric 
distribution utiHties, CRES providers, and other interested stakeholders to address issues 
related to the development of the competitive market. CRES Market Case, Finding and 
Order (Mar. 26,2014) at 23. The Commission, therdore, notes that interested stakeholders 
and Staff may work through the MDWG to evaluate the proposed MEP. ff, upon further 
evaluation by the MDWG, Staff concludes that the proposed MEP or a comparable 
program should be conddered by the Commission for implementation hi the state of Ohio, 
Staff should file a detailed proposal in a new case with an EL-EDI desig^tion. 
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(e) Immediate Enrollment and Accderated Switehing 

IGS witness White testified that customers are currentiy required to enroll in SSO 
generation service upon enrolling in AEP Ohio's distribution service and must wait a 
minimum period of time bdore they can enroll with a CRES provider. Mr. White further 
testified that this requirement is a barrier to competition. IGS, therefore, proposes fhat 
customers be permitted to enroU with a CRES provider immediatdy upon enrolling in 
AEP Ohio's distribution service- Additionally, IGS recommends that AEP Ohio be 
directed to implement accelerated switehing for customers with smart meters, such that 
customers are permitted to switch from one generation service to another in a period of 
fh^e days or less. (IGS Ex, 2 at 24-25; IGS Reply Br. at 16-17.) 

RESA supports IGS' immediate enrollment proposal, as anotiier means to develop 
the competitive market hi AEP Ohio's service territory. RESA asserts that IGS' 
recommendation will not conHict with ttie efforts oi the MDWG to devdop an operational 
plan for a statewide instant connect process, as directed by the Commission in the CRES 
Market Case. (RESA Br. at 33-34.) AEP Ohio, however, opposes both of JOS'proposals and 
urges the Commission to consider the issues raised by IGS, if at aU, in another proceeding 
(Co. Br. at 147-148). 

The Commission finds that IGS' proposab should not be adopted at this time, as 
they are outside the scope of these ESP proceedings and would be more appropriately 
addressed through the MDWG. 

(f) Affordability of Retail Electric Service 

OCC, OPAE, and APJN argue that AEP Ohio failed to propose an ESP that witt 
result in reasonably priced retail electric service and that wiU protert at-risk populations, 
as required by R,C, 4928.02(A) and (L), respectivdy. OCC, OPAE, and APJN pomt out 
that AEP Ohio did not evaluate or even address the impart of its proposed ESP on rate 
affordability. Relying on current rate information, OCC witness Williams testffied that 
approxnnately 21.8 percent of AEP Ohio's customers are significantiy and negatively 
impacted by the Compan/s current rates, with approximatdy 7.6 percent of customers 
disconneded for non-payment in 2013. OCC therefore, recommends that the Commission 
rejert the proposed POR program, BDR, and late payment charge; discontinue ttie DIR and 
ESRR; and rejed the proposed dimination oi the TOU tariffis. Raising similar concerns, 
OPAE and APJN recommend that AEP Ohio be required to continue the emnual $1 milHon 
funding commitment for the low-income bill payment assistance program known as the 
Neighbor-to-Ndghbor program, which is currentiy part of the residential distribution 
credit approved in the Distribution Rate Case. OPAE and APJN further recommend that 
AEP Ohio be required to add $1 miUion annually from shareholder funds to increase the 
Compan/s funding commitment as a means to ensure that there is adequate funding to 
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meet the current need. AdditionaUy, OPAE and APJN assert that tiie Commission should 
consider exempting income-eUgible customers from any of the approved riders in order to 
nutigate tiie biU impart. (OCC Ex. 11 at 4-20; Tr. HI at 696-697; OCC Br. at 31-37; 
OPAE/APJN Br. at 5-18; OPAE/APJN Reply Br. at 5-9.) AEP Ohio responds tiiat tiie 
proposed POR program, distribution-related riders, PPA rider, and extension of the 
residential distribution credit will benefit and protect at-risk populations (Co. Reply Br. at 
104). 

Walmart contends that AEP Ohio's rates are inordinately complex, nothig that the 
Company has more tiian 20 riders, some of which are adjusted on a quarterly basis, and, 
therdore, it is difficult for commercial customers to evaluate thdr rates and determine the 
complete billing impact Walmart encourages the Commission to find ways in which to 
simplify AEP Ohio's rate structore and recommends that the Company be directed to file a 
rate case with new rates to be effective on or before May 31,2018. (Walmart Ex. 1 at 4-6; 
Tr. II at 424-425; Wahnart Br. at Z) 

The Commission finds that the concerns raised by OCC, OPAE, and APJN have 
been thoroughly addressed above through our modifications to AEP Ohio's proposed ESP, 
induding, but not limited to, limitations imposed on the DIR and continuation of fhe 
Compan/s variable price tariffs and the funding commitment for the Neighbor-to-
Neigjibor program. The Commission finds tha t with these modifications, AEP Ohio's ESP 
will provide reasonably priced retail electric service for consumers, induding at-risk 
populations, consistent with the state policy enumerated in R C 4928.02. Regarding 
Walmarf s recommendation, although the Commission declines to dirert AEP Ohio to file 
a distribution rate case appHcation by a specific date, we encourage Staff and intervenors 
to recommend, in the Compan/s next rate case, ways in which the Compan/s rate 
structure may be simplified. 

in. IS THE PROPOSED ESP MORE FAVORABLE IN THE AGGREGATE AS 
COMPARED TO THE RESULTS THAT WOULD OTHERWISE APPLY UNDER 
RC. 4928.142? 

Addressing the statutory test set forth in R.C. 4928.143(C)(1), AEP Ohio asserts that 
its proposed ESP is more favorable in the aggregate than would be expected under an 
MRO. AEP Ohio pomts out that, under eittier an ESP or MRO, the Company would 
acquire all generation services for SSO customers from the market and, accordingly, there 
would be no quantifiable dffference in the commodity prices. However, AEP Ohio notes 
that its proposed extension of the RDCR through May 31,2018, provides an annual benefit 
of $14,688,000, or $44,064,000 over tiie three-year term of the ESP, which would not exist 
imder an MRO. AEP Ohio adds that it estimates that the PPA rider would provide an 
$8.4 million credit over the l ^ P term, while tiie DIR and ESRR would offer a streamlmed 
approach to recovering many of the costs assodated with investment in distribution 
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infrastmcture without the time and expense of a distribution rate case. Further, AEP Ohio 
emphasizes that there are numerous nonrquantifiable benefits of the ESP compared to an 
MRO, including the Company's accderated move to fully market based rates by June 1, 
2015, the increased rate stability oi the proposed PPA rider, and the benefits assodated 
with the proposed POR program. AEP Ohio condudes that the combination of tiiese 
numerous quantifiable and non-quantifiable benefits demonstrates that the Company's 
proposed ESP is more favorable in the aggregate than the results that would be expected 
under an MRO. (Co. Ex. 2 at 9; Co, Ex. 7 at 3-5; Co. Ex. 33 at 10; Tr. XIH at 3251-3252; Co. 
Br, at 139-143.) 

Staff witness Turkenton testffied that the ESP, as modified by Staff's 
recommendations, is more favorable in the aggregate than an MRO. InitiaUy, 
Ms. Turkenton explained that there would be no difference in AEP Ohio's fully market 
based generation rates under an MRO compared to the ESP. According to Ms. Turkenton, 
there are a number of bendits under the ESP. Specifically, Ms. Turkenton testified that 
AEP Ohio's base distribution rates would remain frozen through May 31, 2018, and the 
DIR and ESRR would enable the Company to make necessary distribution system 
investments, while avoiding the time and expense of a distribution rate case. 
Ms. Turkenton also cited the $44,064,000 assodated with the RDCR; the accelerated 
implementation of fully market based generation rates; and the possibility of increased 
CRES providers, products, and payment options and elimination of customer confusion 
imder the POR program. FinaUy, Ms. Turkenton testified that, because Staff recommends 
that certain proposed riders be rejected, induding the PPA rider, SSWR, NCCR, and BDR, 
the potential costs oi these riders were not considered in her MRO/ESP analysis. (Staff Ex. 
15 at 2-5; Tr. IX at 2202,2211,2225; Staff Reply Br. at 49^0.) 

OCC, lEU-Ohio, and OMAEG argue that AEP Ohio failed to demonstrate that tiie 
proposed ESP is more favorable in the aggregate than an MRO. OMAEG notes that the 
$44,064,000 residential distribution credit is only available to the residential customer class 
and would be reduced to $29,376,000, ff AEP Ohio exercises its reserved right to terminate 
the ESP after two years. OCC beHeves that the residential distribution credit is not a 
quantifiable bendit, because the credit may be needed to corrert excess revenue collections 
under the proposed expansion of the DIR. OCC, lEU-Ohio, and OMAEG further note that 
AEP Ohio failed to quantify ttie effects of several riders, induding the BDR, NCCR, PPA 
rider, DIR, ESRR, and SSWR, According to OCC, over the three-year term of the ESP, 
customers are projected to pay $116 million for the PPA rider and $240 miUion for the DIR, 
ESRR, and SSWR combmed, which OCC asserts should be accounted for in the MRO/ESP 
analysis. Similarly, lEU-Ohio argues that the known cost of the PPA rider is somewhere in 
the range of $82 million to $116 milHon over the ESP term and, accordmgly, the proposed 
ESP is $38 milHon to $72 miUion worse than an MRO, after accounting for the RDCR. OCC 
and OMAEG add that, contrary to Staff's interpretation, AEP Ohio did not commit to 
refrain from filing a distribution rate case during the term of the ESP. According to 
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OMAEG, AEP Ohio also did not account for costs assodated with accelerating the 
recovery period of capacity deferrals colleded through the RSR from 36 months to 
32 months, as proposed by tiie Company in Case No. 14-1186-EL'RDR. With respert to 
AEP Ohio's claimed non-quantifiable benefits, lEU-Ohio and OCC argue that the 
Commission may not lawfully wdgh such benefits against the quantifiable costs of the 
proposed ESP, because the Commission must apply an objective standard to the 
MRO/ESP analysis, in accordance with R.C. 4903,09. Furtiier, OCC, lEU-OWo, and 
OMAEG contend that, even ff non-quantifiable benefits are considered, the PPA rider and 
POR program would impose costs on customers without any commensurate benefit while 
also harming customer choice. OCC maintains that tiiere is no evidence in the record that 
the POR program would drive markd development or that the PPA rider would provide 
rate StabiHty. Further, OCC, lEU-Ohio, and OMAEG assert that AEP Ohio's commitment 
to implement fuUy market based rates cannot be claimed as a non-quantifiable bendit, 
because it was aheady factored into the statutory test in the ESP 2 Case. lEU-Ohio adds 
that there is no benefit in AEP Ohio's agreement to implement a CBP process to fulfill its 
obligation to provide market based ddault service under the statutory scheme of R.C 
Chapter 4928. With respert to Staffs position regarding the non-quantifiable bendits of 
the DIR and ESRR, lEU-Ohio responds that the same benefits can be reaHzed under an 
MRO and, in any event, AEP Ohio failed to provide evidence showing that distribution 
investment wUl improve customer satisfaction or service quaHty. (OCC Ex. 13 at 15-30; 
lEU-Ohio Ex. IB at 18-27, Ex. KMM-5; Tr. H at 603,606,611-613; OCC Br. at 6-26; lEU-Ohio 
Br. at 51-67; OMAEG Br. at 21-26; OCC Reply Br. at 42-50; lEU-Ohio Reply Br. at 30-38; 
OMAEG Reply Br. at 25-29,) 

AEP Ohio responds that the intervenors' coiKems are v^thout merit. With respect 
to the residential distribution credit, AEP Ohio emphasizes that the credit is set to expire 
as of May 31,2015, and there is no requirement that the Company provide the credit after 
that date, either as part of an ESP or as part of a future distribution rate case. AEP Ohio 
points out that OCC witness Kahal conceded that residential customers' rates would 
increase by $14,688,000 per year beginning on June 1, 2015, in the absence of the 
Compan/s proposal to extend the credit. In terms of the capacity dderrals, AEP Ohio 
responds that recovery of the deferrals through the RSR is not a provision of ESP 3, 
because recovery was authorized by the Commission in the ESP 2 Case, and, therefore, it is 
not appropriate to consider the dderrals in the MRO/ESP analysis. Regarding the 
$240 milUon cost of tiie DIR, ESRR, and SSWR combmed, AEP Ohio contends that the 
revenue requirements assodated with the recovery of incremental distribution 
investments are considered to be the same whether recovered through a provision 
induded in an ESP or through a distribution rate case conducted in conjunction with an 
MRO and, therdore, such investments are not considered m the quantitative MRO/ESP 
analysis. Addressuig the PPA rider, AEP Ohio majntams that OCC and lEU-Ohio fail to 
recognize the rate stebiHty and hedgmg benefits of the rider and, in any event, the 
Company projects an $8.4 million credit over the ESP term. In terms of the POR program. 
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AEP Ohio responds fhat the program would provide substantial quafitative benefits, 
which would not otherwise be available under an MRO. FinaUy, with respert to the 
transition to fuUy market based rates, AEP Ohio argues that the proposed ESP continues to 
faciHtate the Company's accderated transition to competition and should be recognized as 
a quaUtative benefit, since that progress would be much more uncertain under an MRO. 
In making its arguments regarding the various qualitative bendits of the proposed ESP, 
AEP Ohio points out that R.C 4928.143(C)(1) does not predude the Commission from 
considering the significant non-quantffiable bendits of an ESP, which, according to the 
Company, is consistent with the Commission's own interpretation of the statutory test hi 
prior cases. (Co. Ex. 33 at 10; Tr. IX at 2129-2130; Tr. XIII at 3251-3252; Co. Br. at 143-146; 
Co. Reply Br. at 114-130.) 

Pursuant to R.C. 4928.143(C)(1), the Commission must determine whether the 
proposed ESP, as modffied, including its pricing and aU other terms and conditions, 
induding any deferrals and any future recovery of dderrals, is more favorable in the 
aggregate as compared to the expected results that would otherwise apply under R.C 
4928.14Z The Supreme Court of Ohio has ddermined that R.C 4928.143(C)(1) does not 
bind the Commission to a strirt price comparisori, but rather instructs the Commission to 
consider pricing as weU as all other terms and conditions. Jn re Columbus S. Pozver Co., 128 
Ohio St.3d 402, 2011-Ohio-958, 945 N.EZd 501. Therdore, we must ensure tiiat the 
modified ESP as a total package is considered, induding both a quantitative and 
qualitative analysis. Upon consideration of the modffied ESP, hi its entirety, we find that 
the ESP is, in fact more favorable in the aggregate than the experted results under R.C 
4928.14Z 

InitiaUy, the Commission finds that the modified ESP is more favorable 
quantitatively ttian an MRO. Under the ESP, the rates to he charged customers wiU be 
established througji a fuUy auction based process and, therdore, wiU be equivalent to tiie 
results that would be obtained under RC. 4928.14Z However, c^ part of its proposed ESP, 
AEP Ohio has made a commitment to continue, throughout the ESP term, the RDCR, 
which would otherwise expire as of May 31, 2015, and which would not be avaUable 
under an MRO, The record reflects fhat the residential distribution credit wUl provide a 
quantifiable benefit in the amount of $44,064,000 over the three-year term erf the ESP. 
Further, in ligjit of our rejection oi AEP Ohio's proposed NCCR and SSWR, and the fact 
that the PPA rider and BDR have been set at zero, it is not necessary to attempt to quantify 
the impart of any of these riders in the MRO/ESP analysis. FinaUy, regarding the DIR, 
ESRR, and other approved distribution-related riders, we agree with AEP Ohio that the 
revenue requirements assoctated with the recovery of hicremental distribution 
investments should be considered to be the same whether recovered through the ESP or 
through a distribution rate case conducted in coi^unction with an MRO. Accordingly, we 
do not consider such Investments in our quantitative MRO/ESP analysis. We fiirther 
agree with AEP Ohio that it is not necessary to con^der the Compan/s recovery of the 
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capadty dderrals through the RSR, which were authorized by ttie Commission in the ESP 
2 Case and are, therefore, not a provision of ESP 3. In sum, the Commission finds that, 
quantitetivdy, the modified ESP is better in the aggregate than an MRO by $44,064,000. 
(Co. Ex. 7 at 4; Staff Ex. 15 at 3-5.) 

The evidence in the record reflects that there are additional benefits that make the 
ESP, as modified by the Commission, more favorable in the aggregate than the expected 
results under R.C 4928.14Z The Commission notes that many of the provisions of the 
modified ESP advance the state policy enumerated in R.C. 4928.02, as discussed above. 
The modified ESP also continues to enable AEP Ohio to move more quickly to market rate 
pricing than would be expected under an MRO. In fact under ESP 3; AEP Ohio wiU 
implement fuUy market based prices beginning on June 1, 2015. The Commission 
continues to believe that the more rapid implementation of market based rates possible 
under an ESP is a qualitative benefit fhat is consistent with R.C. 4928.0Z (Co. Ex. 7 at 4-5; 
Staff Ex. 15 at 4.) AdditionaUy, although AEP Ohio has not committed to refrain from 
fiUng a distribution rate case appHcation during the ESP period, the Commission's 
approval of the continuation of the DIR, ESRR, and other distribution-rdated riders 
should enable the Company to hold base distribution rates constant over the ESP period, 
while making significant investments in distribution infrastructure and improving service 
rdiabUity (Co. Ex. 7 at 4; Tr. n at 611-613). 

IV. CONCLUSION 

Upon consideration of the ESP application filed by AEP Ohio, the Commission 
finds that the ESP, induding its pricing and aU other terms and conditions, including any 
deferrals and any future recovery of deferrals, as modified by this Opinion and Order, is 
more favorable in the aggregate as compared to the expected results that would otherwise 
apply under R.C. 4928.14Z Therdore, the Commission finds that the proposed ESP 
should be approved, with the modifications set forth in this Opinion and Order. As 
modffied herein, the ESP provides rate stability for customers and revenue certainty for 
AEP Ohio. To the extent that intervenors have proposed modffications to AEP Ohio's ESP 
that have not been addressed by this Opinion and Order, the Commission concludes that 
the requests for such modffications should be denied. 

AEP Ohio is directed to file revised tariffs consistent with this Opinion and Order, 
to be effective with the first biUing cycle in June 2015. 

HNDINGS OF FACT AND CONCLUSIONS OF LAW: 

(1) AEP Ohio is a pubHc utility as defined in R C 4905,02 and an 
electric utiHty as defined m R C 4928.01(A)(11), and, as such, is 
subject to the jurisdiction oi tiiis Commission. 
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(2) On December 20, 2013, AEP Ohio filed an appHcation for an 
SSO pursuant to R C 4928.141. The application is for an ESP in 
accordance vwth R C 4928.143. 

(3) On January 8,2014, a technical conference was held regarding 
AEP Ohio's ESP application. 

(4) Notice was published and local public hearings were h d d in 
Columbus, Lima, Canton, and Marietta, at which a total of 
11 witnesses offered testimony. 

(5) The foUowing parties were granted intervention in these 
proceedings: lEU-Ohio, OCC, OEG, Dominion, Duke, OHA, 
DERS, DECAM, IGS, OMAEG, FES, OPAE, Kroger, DP&L, 
EDF, OEC, Dfrert Energy, APJN, RESA, ConsteUation, ELPC, 
Walmart NRDC, Border Energy, EnerNOC, Pauldmg II, and 
EPO. Border Energy filed a notice of withdrawal from these 
proceedings on October 3,2014. 

(6) A procedural conference regarding the ESP appHcation was 
hdd on May 27,2014. 

(7) The evidentiary hearing on the ESP appHcation commenced on 
June 3,2014, and conduded on June 30,2014. 

(8) Briefs and reply briefs were filed on July 23, 2014, and 
August 15,2014, respectivdy. 

(9) An oral argument was h d d bdore the Commission on 
December 17,2014. 

(10) The proposed ESP, as modified pursuant to this Opinion and 
Order, induding its pricing and all other terms and conditions, 
induding any dderrals and any foture recovery of deferrals, is 
more favorable in the aggregate as compared to the expected 
results that would otherwise apply under R.C 4928.142. 

ORDER 

It is, therdore, 

ORDERED, That the motions for protective order filed by AEP Ohio, OCC, and 
lEU-Ohio be granted for 24 months from the date of this Opinion and Order. It is, further. 
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ORDERED, That AEP Ohio shaU fUe proposed final tariffs consistent with this 
Opinion and Order, subjert to review and approval by the Commission. It is, fiu+her. 

record. 
ORDERED, That a copy oi ttiis Opinion and Order be served on aU parties oi 
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BEFORE 

THE PUBUC UTIUTIES COMMISSION OF OHIO 

In the Matter of the AppHcation of ) 
Ohio Power Company for Authority to ) 
Establish a Standard Service Offer ) Case No. 13-2385-EL-SSO 
Pursuant to RC. 4928.143, in the Form ) 
of an Electric Security Plan. ) 

In the Matter oi the AppHcation oi ) 
Ohio Power Company for Approval of ) Case No. 13-2386-EL-AAM 
Certain Accounting Authority. ) 

ENTRY ON REHEARING 

The Commission finds: 

(1) Ohio Power Company d/b/a AEP Ohio (AEP Ohio) 
is a public utiHty as defined in R.C. 4905.02, and, as 
such, is subjert to the jurisdiction of this Commission. 

(2) On December 20,2013, AEP Ohio filed an application 
for a standard service offer, in the form of an electric 
security plan (ESP), pursuant to R.C 4928.143. 

(3) On February 25, 2015, the Commission issued its 
Opinion and Order, approvuig AEP Ohio's proposed 
ESP, with certain modifications. 

(4) R.C 4903.10 stetes that any party who has entered an 
appearance in a Commission proceeding may apply 
for a rehearing with respert to any matters 
determined therein by filing an appHcation wititiin 
30 days after the entry of the order upon the 
Commission's journal. 

(5) On March 26, 2015, the Ohio Hospital Association 
(OHA) filed an appHcation for rehearing of the 
Commission's Opinion and Order. On March 27, 
2015, appHcations for rehearing were filed by Ohio 
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security plan (ESP), pursuant to R.C. 4928.143. 

(3) On Febmaiy 25, 2015, the Commission issued its 
Opinion and Order, approving AEP Ohio's proposed 
ESP, with certain modifications. 

(4) R.C 4903.10 states that any party who has entered an 
appearance in a Commission proceeding may apply 
for a rehearing with respect to any matters 
ddermined therem by filing an appHcation within 
30 days after the entry of the order upon the 
Comanission's journal. 

(5) On March 26, 2015, the Ohio Hospital Association 
(OHA) filed an appHcation for reheziring of the 
Commission's Opinion and Order. On March 27, 
2015, appHcations for rehearing were filed by Ohio 
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Commission's Opinion and Order. On March 27, 
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The Commission fhids: 

(1) Ohio Power Company d / b / a AEP Ohio (AEP Ohio or the 
Company)^ is a pubHc utiHty as defined in R.C 4905.02, and, 
as such, is subjert to the jurisdiction of this Commisdon. 

(2) On December 20, 2013, AEP Ohio filed an appHcation for a 
standard service offer (SSO), in the form of an dectric 
security plan (ESP), pursuant to R.C 4928.143. 

(3) On February 25, 2015, the Commission issued its Opinion 
and Order, approving AEP Ohio's proposed ESP, with 
certain modifications (ESP 3 Order). 

(4) R.C. 4903.10 states that any party who has entered an 
appearance in a Commission proceeding may apply for a 
rehearing vAth resped to any matters determined therein by 
filing an appHcation within 30 days after the entry of the 
order upon the Commission's journal. 

(5) On March 26, 2015, the Ohio Hospital Assodation filed an 
appHcation for rehearing of the ESP 3 Order. On March 27, 
2015, applications for rehearing were filed by Ohio Partners 
for Affordable Baergy (OPAE) and Appalachian Peace and 
Justice Network (APJN) Qointiy, OPAE/APJN); Industrial 
Energy Users-Ohio (lEU-Ohio); Interstate Gas Supply, Inc. 
(IGS); Ohio Manufactures' Assodation Energy Group 
(OMAEG); Constellation NewEnergy, Inc. and Exdon 
Generation, LXC (jointiy, Constdlation); AEP Ohio; Ohio 
Consumers' Counsel (OCC); Environmental Law & PoHcy 
Center, Ohio Environmental Council, and Environmental 
Defense Fimd (coUectivdy, Environmental Advocates); and 
Retail Energy Supply Assodation (RESA). Memoranda 
contra the various appHcations for rehearing were filed by 
Dirert Energy Services, LLC and Dirert Energy Business, 
LLC (jomtiy, Dfrert Energy), OPAE/APJN, Environmental 
Advocates, lEU-Ohio, Ohio Energy Group (OEG), OMAEG, 

^ On March 7, 2012, fhe Commission approved and confirmed the merger of Columbus Southern 
Power Coinpany (CSP) mto Ohio Power Company (OP), in re Ohio Power 0>. and Columbus Southern 
Power Co., Case No. 10-2376-EL-UNC, Entry (Mar. 7,2012). 
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FirstEnergy Solutions Corp., ICS, OCC, AEP Ohio, RESA, 
and Constellation on April 6,2015. 

(6) By Entry on Rehearing dated April 22,2015, the Commission 
granted rehearing for further consideration of the matters 
specified in the appHcations for rehearing. 

(7) The Commission has reviewed and considered aU of fhe 
arguments raised in the appHcations for rehearing, with the 
exception of arguments pertaining to the power purchase 
agreement (PPA) rider, which, as discussed further below, 
wUl be addressed by subsequent entry. Any argument 
unrelated to tiie PPA rider fhat was raised on rehearing and 
that is not specifically discussed herehi has been thoroughly 
arid adequatdy considered by the Commission and should 
be denied. 

I. POWER PURCHASE AGREEMENT RIDER 

(8) In fhe ESP 3 Order, the Conunission concluded that a PPA 
met the requirements of R,C 4928.143(B)(2)(d) to be 
induded in an ESP and authorized the establishment of the 
P P A rider mechanism, as a zero placeholder rider. 
However, after thoroughly considering the record evidence, 
the Commission foimd the Ohio VaUey Electric Corporation 
(OVEQ PPA would not provide a suffidentiy beneficial 
financial hedge, or other commensurate benefits, to AEP 
Ohio's customers to justify approval of the OVEC PPA. 
Further, fhe Commission offered factors that the 
Commission wiU consider, but not be bound by, in its 
evaluation of future requests for a PPA. ESP 3 Order at 22-
27. 

(9) Several parties filed appHcations for rehearing requesting 
reconsideration of the ESP 3 Order regarding the I^A. In 
consideration of tiie PPA, the Commission acknowledged 
the considerable uncertainty with resped to pending PJM 
Interconnection, LLC (PJM) markd rdorm proposals, 
envirorunental regulations, and federal litigation. ESP 3 
Order at 24. Thus, the Commission acloiowledges the 
potential impart of these matters on the financial needs of 
generating plants and on grid reUability. The Commission 
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wiU continue to dosdy monitor devdopments in these 
matters. 

PJM's Capadty Performance filing is currentiy pending 
before the Federal Energy Regulatory Coixunis^on (FERC) in 
Docket ER15-623 (Capadty Performance Docket). On April 
24, 2015, in FERC Docket ER15-1470, FERC approved PJM's 
request for waiver to dday fhe 2015 base residual auction 
until 30 to 75 days after the FERC issues its order on the 
merits of the Capadty Performance proposal, but by no later 
than the week of August 10-14, 2015.^ AdditionaUy, PJM 
proposes to conduct voluntary Capadty Performance 
Transitional Incremental Auctions (Transitional Incremental 
Auctions) for existing Generation Capadty Resources to 
convert to Capadty Performance resources for the 2016/2017 
and 2017/2018 deHvery years. PJM Interconnection, LLC, 
Capacity Performance Docket (Dec. 12, 2014) at 27-31. The 
requested PPA overlaps with the deHvery years of the 
proposed Transitional Incremental Auctions. AdditionaUy, 
we hereby take administrative notice of the U.S. 
Environmental Protection Agency's pending Clean Power 
Plan. Carbon PoUution Emission Guidelines for Existing 
Stationary Sources: Electric UtiHty Generating Units, 79 Fed. 
Reg. 34329 0une 18, 2014), As proposed, the rule would 
limit carbon dioxide emissions from generating units. The 
U.S. Environmental Protection Agency is expected to release 
its final rule hi the summer of 2015. 

(10) As noted above, on April 22, 2015, the Commission granted 
rehearing for further consideration of aU assignments of 
error, hiduding those relating to the PPA. This Commission 
wiU dder ruHng on the assignments of error related to the 
PPA at this time. However, while the Commission does not 
in this Second Entry on Rehearing rule on the arguments 
related to the PPA, our adcnowledgement of pending PJM 
rdorm proposals and environmental regulations should not 
be construed as placing a limitation upon the timing of or 
the iactors to he considered in the Commission's final 
resolution of the PPA. Given that R.C 4903.10 and 

2 The Commission takes admmistrative notice of EERC Dockets ER15-623 and HK15-1470. 
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4903.11 permit any party to file an appHcation for rehearing 
of any order and appeal the order of the Commission within 
60 days, no party's right to appeal wiU be adversdy affected 
by our decision to defer ruling on these assignments of error. 
In re Columbus S. Poioer Co., 128 Ohio St.3d m%, 2011-Ohio-
958, 945 N.E2d 501; Senior Citizens Coalition v. Pub. Util. 
Comm., 40 Ohio St.3d 329,533 N.E.2d 353 (1988). FinaUy, we 
note that we may revisit our dedsion to defer ruling on these 
assignments of error. 

n. COMPETITIVE BID PROCUREMENT PROCESS 

(11) In its application for rehearing, ConsteUation argues that it 
was unjust and unreasonable for the Commission to order 
AEP Ohio to conduct two SSO auctions prior to June 2015. 
SpedficaUy, Constellation asserts that, from a practical 
perspective, there is simply not enough time remaining 
before May 31, 2015, for two auctions to take place and that 
one auction would be much more reasonable, Constdlation 
adds that the occurrence of two auctions in such a short 
period of time would impose significant administrative costs 
and impact the operational efiiciendes of the auction 
partidpants, without any offsetting benefit that would 
justify the costs. 

(12) AEP Ohio responds that the Commission's directive that two 
auctions occur bdore June 1, 2015, is not unlawful or 
unreasonable. AEP Ohio notes that it is weU underway in 
making preparations for the two auctions to enstire tiieir 
success and that any work completed up imtil this point 
would be a wasted effort, even assuming that fhe 
Commission's dedsion on rehearing is issued prior to the 
auctions. AEP Ohio further notes that the first two auctions 
have already been scheduled and fhat it would be 
unreasonable to change the auction strurtm-e or schedule at 
this point 

(13) The Commission finds that Constellation's request for 
rehearing on this issue should be denied. In the ESP 3 
Order, the Commission dhrerted that AEP Ohio's first and 
second auctions should occur sufficientiy far in advance of 
the end of the current ESP term on May 31, 2015, witii 
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deUvery to commence on June 1, 2015. ESP 3 Order at 31. 
The ESP 3 Order was issued on February 25,2015, providing 
AEP Ohio with approxiinatdy three months in which to 
schedule and plan for the first two auctions, which the 
Company confims has aheady occurred. In any event, we 
note that ConsteUation's argument is moot at tiiis point, 
given that the first two auctions have already occurred and 
AEP Ohio has been directed to file final tariffs reflecting the 
results of the auctions. In re Ohio Power Co., Case No. 15-792-
EL-UNC, Findmg and Order (Apr. 29, 2015), Finding and 
Order (May 13,2015). 

Ill- VARIABLE PRICE TARIFFS 

(14) In its appHcation for rehearing, AEP Ohio asserts that the 
Commission should darify that it did not intend, in the ESP 
3 Order, to eliminate the existing provisions of the 
intermptible power-discretionary rider (IRP-D) tariff that 
require customers to contrart for not less than 1 megawatt 
(MW) of intermptible capacity and that cap the total 
intermptible power contract capacity for aU customers 
served under the IRP-D at 525 MW (specificaUy, 75 MW in 
the CSP rate zone and 450 MW in the OF rate zone). AEP 
Ohio points out that the 1 MW per customer ininimum 
interruptible load commitment and the 525 MW aggregate 
cap for aU customers remain appropriate in order to provide 
a reasormble limit on the costs assodated with the IRP-D 
credit. 

(15) OCC agrees witii AEP Ohio that the current tariff provisions 
are appropriate and serve as a limit on the amount of IRP-D 
costs that other customers pay, while stiU achieving the 
objective of providing interruptible capadty resources. lEU-
Ohio responds, howeva:, that the Commission should revert 
AEP Ohio's proposed aggregate load cap of 525 MW on 
intermptible load. lEU-Ohio contends that the ESP 3 Order 
did not impose such a limitation and, in light of the 
expansion of the IRP-D program to indude shopping 
customers, as weU as the recognized value of interruptible 
service, limitmg available load to 525 MW is unreasonable. 
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(16) EEU-Ohio, in its appHcation for rehearing, requests 
darxfication on a number of issues regarding the 
Commission's modification of the IRP-D. Specifically, lEU-
Ohio requests clarification fhat the Commission has not 
expanded the conditions under which AEP Ohio may 
interrupt for purposes of an emergency; has not authorized 
the Company to retain the current provision for 
discretionary intermptions; and has direrted the Company 
to remove the current load Hmitation, in light of the 
expansion of the IRF-D to new shopping and non-shopping 
customers. lEU-Ohio recommends that, if the Commission 
determines that AEP Ohio may limit the load available 
under the IRF-D, the Commission should both ensure that 
existing customers benefit from a grandfather dause and 
provide for a fair means of assigning any remsiining 
available load to customers seeking to expand their current 
load and customers seeking to contract for load under tiie 
IRP-D. 

(17) AEP Ohio repHes that, with respert to lEU-Ohio's first and 
second requests for darification, darification is not 
necessary, given that emergency interruptions wiU be 
handled in the same manner as ciurentiy occurs under the 

. IRP-D, while discretionary interruptions wiU no longer be 
required on a going-forward basis. Regarding lEU-Ohio's 
third request for darification, AEP Ohio argues fhat tiie 525 
MW aggregate cap, which equates to approximately $5Z5 
milHon in intermptible credit payments per year, should be 
maintained, in order to prevent an unreasonable and 
excessive cost burden on firm customers. According to AEP 
Ohio, darification is not necessary regarding lEU-Ohio's 
fourth request regarding aUocation of available load, 
because existing customers wiU continue to receive service to 
fhe extent of the existir^ intermptible load that they 
previously committed under the IRP-D program. AEP Ohio 
points out that, with regard to additional load that 
customers seek to commit to the program, fhe Company has 
always appHed the IRP-D cap to new requests for service on 
a first come, first served basis, and wUl continue to do so in 
the future. 
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(18) In the ESP 3 Oder , the Commission denied AEP Ohio's 
request to eliminate the IRP-D, noting that it offers 
numerous benefits and furthers state poHcy. WiHi respert to 
our modifications to ihe IRP-D, we expanded the 
$8.21/kilowatt-morvth credit to new and existing shopping 
and non-shopping customers. ESP 3 Oxdex at 39-40. 
However, upon review of the record in these proceedings 
and taking into consideration the parties' concerns regarding 
the potential for increased costs, which are discussed further 
bdow, we find that the IRF-D program should be continued 
only for customers that are currentiy partidpating in the 
program and should not be expanded to new customers. 

Also, the Commission clarifies that^ consistent with OEG's 
proposal, which AEP Ohio accepted in its briefs, it was our 
intention to modify the IRP-D to provide for uiUimited 
emergency interruptions only. ESP 3 Order at 37-38,40. No 
other modifications to the IRP-D were addressed in the ESP 
3 Order and, therdore, the Commission did not intend to 
make other modifications to the II^-D. However, in 
response to AEP Ohio's and lEU-Ohio's requests for 
elaboration on the IRP-D, fhe Commission clarifies that, to 
the extent necessary given our dedsion to limit the IRP-D 
program to existing customers, the 1 MW per customer 
ininimum interruptible load commitment and fhe 525 MW 
aggregate cap for aU customers should be retakied, as we 
agree with the Company and OCC that they provide a 
reasonable limit on the costs associated with the IRP-D 
credit. Witii resped to interruptions under the ERP-D, the 
program will now consist exclusivdy of unlimited 
emergency interruptions; thus, discretionary interruptions 
will no longer be required. FmaUy, regarding aUocation of 
the available load, existing customers should continue to 
recdve service to the extent of the existing intermptible load 
that they previously committed under the IRP-D program, 
while requests from current customers to indude additional 
load in the program shotdd continue to be handled by AEP 
Ohio on a first come, first served basis, consistent with its 
current practice. 
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(19) AEP Ohio also argues that ihe Commission should modify 
the method through which the Company recovers its actual 
costs of providing the IRP-D credit from the energy 
effidency and peak demand reduction (EE/PDR) rider to the 
economic development rider (EDR). According to AEP 
Ohio, reUance on the EE/PDR rider as a cost recovery 
mechaiusm will create an unreasonable and unlawful 
burden for customers paying the costs of the IRP-D credit, 
whereas recovery of the costs through the EDR is consistent 
with the substcmtial economic devdopment purpose of the 
IRP-D. AEP Ohio claims that mercantile customers, some of 
whom partidpate in the IRP-D program and benefit from the 
credit, have the ability to opt out of payment of the EE/PDR 
rider, which wiU inequitably shift IRP-D costs to the non-
mercantile customers that must pay the EE/PDR rider, 

(20) AdditionaUy, AEP Ohio requests that the Commission 
confirm that the Company is entitied to fully recover the 
costs associated with the IRP-D credit, AEP Ohio notes that 
the ESP 3 Order direrted that the Company should continue 
to apply for recovery of the costs associated with the IRF-D 
through the EE/PDR rider tmtil otherxvise ordered by the 
Commission. AEP Ohio, therefore, sed<s darification that, 
by using the word "apply/" the Commission did not intend 
to leave open the possibility that the Company would not be 
permitted to recover its actual costs of providmg the IRP-D 
credit. 

(21) Like AEP Ohio, OMAEG argues that the Commission erred 
in determining that tiie costs associated with the IRP-D 
should continue to be recovered through the Compan/s 
EE/PDR rider rather than be coUected tiuough the EDR. 
OMAEG contends that the ESP 3 Order is contrary to recent 
precedent in which ihe Commission stated its intent to 
remove intermptible program costs from the EE/PDR riders 
of the dectric distribution companies ui their upcoming ESP 
proceedings, in favor of requiring that such costs be 
coUected through more appropriate riders. In re Amendment 
cf Chapters 4901:1-10 and 4901:1-21, Ohio Administrative Code, 
Case No. 14r-1411-ELORD, Finding and Order (Dec. 17, 
2014) at 20. OMAEG adds that, if IRP-D costs continue to be 
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coUerted through the EE/PDR rider, there may be a 
disproportionate adverse impart on smaU and medium size 
commercial customers, given that more mercantUe 
customers may der t to utilize the mercantile sdf-dirert 
exemption mechanism available under the EE/PDR rider, in 
order to forgo paying the additional costs of the expanded 
IRP-D program, which wiU then be collected irom a reduced 
pool of customers, 

(22) Environmental Advocates also maintain that tiie ESP 3 
Order is unreasonable and tmlav^ful, because AEP Ohio was 
authorized to recover the IRP-D costs through the EE/PDR 
rider, which may negatively aiiect the Company's energy 
effidency programs. According to Environmental 
Advocates, the IRP-D is an economic development measure 
and, therdore, the Commission should require AEP Ohio to 
coUert the IRP-D costs through the EDR. Like OMAEG, 
Environmental Advocates note fhat greater numbers of 
industrial customers may der t to opt out of the EE/PDR 
rider, resulting in higher costs for the remaining customers. 

(23) OEG agrees with AEP Ohio, OMAEG, and Environmental 
Advocates that it would be reasonable for the Company to 
recover the costs associated with the IRP-D credit through 
the EDR, given the economic devdopment objectives served 
by continuing the IRF-D program during the ESP term, 
OCC also agrees that the IRP-D costs should be coUerted 
through the EDR, given tiiat mercantile customers may opt 
out of the EE/PDR rider and pay nothing for the benefit of 
the IRP-D credit. 

(24) lEU-Ohio argues that the proposal to recover the costs of the 
IRP-D credit through the EDR would constitute an untimdy 
amendment of AEP Ohio's current EE/PDR portfolio plan 
that is barred by Substitute Senate BiU 310 (SB 310). lEU-
Ohio adds that, if the Commission neverthdess authorizes 
an untimdy amendment to the portfoHo plan by granting 
rehearing on this issue, the Commission should also dirert 
that customers may exercise the streamlined opt out of the 
benefits and costs of the amended plan that would have 
been avaUable under SB 310, as if AEP Ohio had timdy 
sought an amendment 
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(25) The Commission finds that the requests for rehearing of AEP 
Ohio, OMAEG, and Bnvironmental Advocates should be 
denied. In the ESP 3 Order, we directed AEP Ohio, 
consistent with its current practice, to continue to apply for 
recovery oi the costs assodated with the IRP-D tiirough tiie 
EE/PDR rider, until otherwise ordered by the Commission. 
ESP 3 Order at 40. As the Commission has previously noted, 
the IRP-D reduces AEP Ohio's peak demand and encourages 
energy effidency and, therefore, it is appropriate that the 
costs of the program are recovered through the EE/PDR 
rider. In re Columbus Southern Poioer Co. and Ohio Pozoer Co., 
Case No. 11-346-EL-SSO, et al. (ESP 2 Case), Opmion and 
Order (Aug. 8,2012) at 26. We again affirm our finding that 
the costs of fhe IRP-D should be recovered through the 
EE/PDR rider, until otherwise ordered by the Commission. 
The Commission appreciates the concerns raised by several 
of the parties with respert to the costs assodated with the 
IRP-D credit, and we wiU continue to monitor fhe impact of 
tiie credit on customers' EE/PDR rates. However, in Hght of 
our decision above to limit the IRP-D program to existing 
customers, we do not expect that the costs related to the IRP-
D credit will significantiy increase. Further, regarding AEP 
Ohio's request for darification, the Commission hnds that it 
is appropriate for the Company to recover its actual costs of 
providing the IRP-D credit and, therefore, it was not the 
Commission's intention to suggest otherwise. 

(26) Next, AEP Ohio asserts that the Commission should modify 
its directive that the Company bid the capadty resources 
assodated with the IRP-D program into PJM's capadty 
auctions and credit the revenues received against fhe costs of 
the IRP-D credit, because the directive is infeasible and, thus, 
unreasonable and unlawful. AEP Ohio notes that PJM has 
already condurted die base residual auctions into which 
such capadty resources may be bid for each of tiie years that 
span the three-year term of the ESP and, as a result, the 
Company wiU not be able to reaUze revenues from the sale 
of the capacity resources. AEP Ohio further notes that it is 
highly likdy fhat etisting IRP-D customers have already bid, 
dtiier through contractual arrangements or on an individual 
basis, their IRP-D related capadty into PJM's base residual 
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auctions for the three deHvery years of the ESP. In light of 
these issues, AEP Ohio recommends that, as a condition of 
partidpation, all IRP-D customers be requhred to certify to 
the Company that they have bid, or wUl bid in fhe next 
auction, their interruptible capadty resources into the PJM 
capacity market AEP Ohio then proposes to offeet against, 
and reduce tiie amount of, the interruptible credit provided 
to each IRP-D customa: by the gross amount of capacity 
revenues, which would be calculated based on the weighted 
average auction clearing price and the amount of any 
emergency energy payments during events, FinaUy, AEP 
Ohio proposes that it would then recover from aU customers, 
through the rider used to recover the costs assodated witii 
the IRP-D credit, the net amount of the IRP-D credit minus 
the gross amount of revenues realized from fhe sale of fhe 
IRP-D customers' intermptible capacity and emergency 
energy into the PJM market According to AEP Ohio, its 
recommended approach would accomplish the 
Commission's objectives, enable IRP-D customers to 
partidpate in Economic and AndUary Service Demand 
Response programs, and eliminate any uncertainty 
regarding auction participation that may exist at the end of 
the ESP term, 

(27) OCC agrees with AEP Ohio that the directive in the ESP 3 
Order is infeasible, cis the auctions that coincide with the 
term of the ESP have already taken place, OCC states that it 
supports an alternative approach simUar to what AEP Ohio 
has proposed. Spedfically, OCC recommends that, when 
calculating any adjusted IRP-D payment, the actual PJM 
base residual auction dearing price for each individual 
deHvery year be subtracted from the monthly credit, instead 
of AEP Ohio's proposed wdghted average auction dearing 
price. OCC asserts that its approach would work to ensure 
that customers are not charged twice for the same capacity 
resource, as weU as reduce the overaU IRP-D costs paid by 
AEP Ohio's customers. 

(28) According to lEU-Ohio, ihe Commission should grant AEP 
Ohio's request fox rehearing with respert to the Compan/s 
bidding of demand resources into PJM's base residual 
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auctions during the ESP term, but should reject the 
Company's alternative approach of requiring customers to 
bid into future auctions. lEU-Ohio agrees with AEP Ohio's 
assertion that PJM has already conducted aU of the base 
residual auctions for delivery years that coindde with the 
ESP term. lEU-Ohio argues, however, that AEP Ohio's 
proposed solution is unworkable, because it attempts to 
match out-of-period revenue to the current period charges. 
SpecificaUy, lEU-Ohio points out that, although a customer 
that bids and dears its demand response capabUities into the 
upcoming base residual auctions would not receive any 
revenue from PJM untU after the ESP term ends, given that 
the auctions occur three years in advance of the ddivery 
year, such customer would have its IRF-D credit reduced by 
any revenue that the customer may receive when tiie 
deHvery year begins. lEU-Ohio also points out thai; as a 
result of a federal court decision, there is currentiy 
uncertainty regarding the role and compensation of demand 
response resources in future PJM auctions. 

(29) OMAEG responds that the Commission should darify that-
although AEP Ohio was direrted to bid the capacity 
resources assodated with the IRP-D into PJM's base residual 
auctions, which have already occurred for the years that 
span the term of tiie ESP, the Company should instead bid 
the capadty resources into PJM's incremental capacity 
auctions h d d during tiie ESP term. OMAEG notes thai; 
although bidding the capadty resoturces associated with fhe 
IRP-D into PJM's incremental capadty auctions may not 
yidd as much revenue, it would at least partiaUy offset some 
of the costs attributable to the IRP-D credit, 

(30) In the ESP 3 Order, the Commission directed AEP Ohio to 
bid the additional capadty resources assodated with the 
IRP-D into PJM's base readual auctions held during the ESP 
term, with any restdting revenues credited back to 
customers through the EE/PDR rider. ESP 3 Order at 40. 
However, as AEP Ohio and certain intervenors note, the 
Commission's directive raises a timing issue, given that 
PJM's base residual auctions have already occurred for the 
three deHvery years of the ESP 3 term and, therefore, no 
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revenues from the sale of die IRP-D capadty resources wiU 
be realized during the term. As a means to ensure that 
customers recdve the intended benefit during the ESP 
period, the Commission agrees with OMAEG that AEP Ohio 
should bid die IRP-D related capadty resources into PJM's 
incremental capadty auctions h d d during the ESP term, to 
the extent that such capadty resources have not already been 
bid by the customer into any of PJM's auctions for tiie three 
deHvery years of the ESP 3 term. The resulting revenues 
should be credited back to customers through the EE/PDR 
rider. However, in order to ensure no disruption to 
customers that may have already bid their intermptible 
resources into PJM's auctions for the deHvery years of the 
ESP 3 term, whether directiy or tiirough a curtailment 
service provider, existing IRP-D customers may retain the 
resulting benefits without any reduction in their IRP-D 
credit for unputed revenue. Although the Commission 
expresses no opinion on whetiier the IRP-D wUl be extended 
beyond ESP 3, in the event that it is, in fact, extended, for 
PJM deHvery years after May 31, 2018, current IRP-D 
customers should be required to agree, as a condition of 
service under the IRP-D tariff, to aUow AEP Ohio to bid their 
intermptible resources into PJM's auctions, with resulting 
revenues credited back to customers through the EE/PDR 
rider. With this clarification, we find it unnecessary to adopt 
AEP Ohio's proposed imputed revenue offset provision. 
Accordingly, we find that AEP Ohio's request for rehearing 
on this issue should be granted, hi part, and denied, in par t 

(31) RESA argues that it was unjust and unreasonable to expect 
competitive retaU dectric service (CR]K) providers to begin 
offering time-of-use and other dynamic products v^Tithout 
taking the necessary steps to ensure that the mterval data 
needed for such products is made available to CRES 
providers in a meaningful maxuter. RESA proposes that 
access to historical interval data be made avaUable for 
download through AEP Ohio's new portal; be timdy 
provided and in biU-quaHty form; and be sent via dectronic 
data interchange. RESA also asserts that tiie Commission 
should resolve the open issue regarding the means by which 
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customer authorization for accessing the interval data may 
be provided to the dectric distribution utiHty. 

(32) AEP Ohio repUes that RESA's request for access to interval 
data is beyond die scope of issues tmder review in these 
proceedings and, while there is a time and place for a 
discussion regarding interval data, RESA's attempt to 
incorporate tiie issue into the rehearing process is improper 
and should be denied. 

(33) The Commission finds that RESA's request for rehearing on 
this issue should be denied, as it is beyond the scope oi tiiese 
proceedings, and given that interval data is a matter being 
addressed through the Market Devdopment Working 
Group (MDWG). In re Comm. Investigation of Ohio's Retail 
Elec. Serv. Market, Case No. 12-3151-EL-COI (CRES Market 
Case), Finding and Order (Mar. 26,2014) at 35-38. 

IV, DISTRIBUTION INVESTMENT RIDER 

(34) In these proceedings, die Commission approved AEP Ohio's 
request to continue the distribution investment rider (DIR), 
witii certain modifications. As approved in the ESP 3 Order, 
the modified DIR cap levels are $124 miUion for 2015, $146.2 
mUlion for 2016, $170 miUion for 2017, and $103 for January 
through May 2018. The Commission further modified the 
DIR to permit the balance of each category of platnt to incur 
an appHcable assodated caiT3dng charge, as proposed by 
AEP Ohio; revised the property tax calculation, as proposed 
by OCC; and to incorporate the six recommendations 
proposed by Staff regarding the submission of detailed 
account information, jurisdictional aUocations and accrual 
rates, reconciliation between functional ledgers and FERC 
form fiHngs, to require the submission of DIR revenue 
coUeded by month, dired that the Company notify, 
highUght, and quantify any proposed DIR capitaHzation 
poHcy amendments, and to require the filing of an updated 
depreciation study by November 2016. ESP 3 Order at 46-47. 

(35) In its appHcation for rehearing, AEP Ohio requests that, to 
the extent that the Commission does not issue a fuU 
rehearing dedsion within the 30-day timeframe set forth in 
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R.C 4903.10, the Commission issue an expedited rehearing 
decision on the DIR, due to the immediate and substantial 
impart on fhe Company's capital commitments and 
investment in Ohio. AEP Ohio states that a prompt decision 
regarding the DIR annual revenue caps would enable the 
Company to continue to make improvements to its 
distribution infrastructure without significant disruption in 
the field in the short term, whUe edso avoiding impairment 
of the Company's capabiUties to continue to make 
improvements in an effident manner over the long term. 

(36) OMAEG argues that AEP Ohio's request for an expedited 
rehearing decision on the DIR issues is unreasonable and 
should be denied. OMAEG submits that the confusion that 
may result from an ad hoc approach to the rehearing process 
outweighs the aUeged urgency for Commission action 
regarding fhe DIR. CXC also contends that the Commission 
should not address tiie DIR issues on rehearing on an 
expedited basis apart from fhe other issues raised by fhe 
parties. Noting that the Conunission lacks statutory 
authority in this respert, OCC asserts that, if AEP Ohio's 
request is approved, the Commission will estabHsh a 
dangerous precedent in which certahi issues receive special 
treatment over others. AdditionaUy, OCC asserts that it is 
always AEP Ohio's obHgation to spend whatever capital is 
necessary to provide appropriate service reUabiUty. OCC 
further asserts that the existence of the DIR does not 
preclude AEP Ohio from seeking recovery of distribution 
related investments through a distribution rate case, which 
would afford the Commission the opportunity to ensure that 
customers have actuaUy received the service reHabiHty 
improvements and effidendes daimed by the Company. 

(37) The Commission finds AEP Ohio's request for an expedited 
decision, whUe not prohibited under the rehearing process 
set forth in R.C 4903.10, to be moot 

(38) In its appHcation for rehearing, AEP Ohio contends that the 
Commission's modifications to the Company's DIR proposal 
are unreasonable and should be changed or clarified on 
rehearing. AEP Ohio, therdore, requests that the 
Commission adopt one or more of a number of options to 
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better aUgn the Company's and customers' reUabiUty 
expectations and interests, consistent with R.C 
4928.143(B)(2)(h). Fhst, AEP Ohio asserts tiiat the 
Commission should reconsider its decision to reduce the 
Company-proposed DIR annual revenue caps and its denial 
of the Company's proposal to include general plant within 
the DIR. AJEP Ohio points out that ndther mtervenors nor 
Staff recommended specific reductions to the annual 
revenue caps and, consequently, there is no evidence in the 
record regarding the resulting impacts from fhe reductions 
adopted by fhe Commission in the ESP 3 Oder . AEP Ohio 
requests that the Commission reinstate the Company's 
proposed annual revenue caps or, alternatively, grant 
rehearing and receive further testimony to better gauge and 
understand the actual impacts of various levds of DIR 
revenue cap reductions on the Company's incremental 
reHabiHty infrastructure investments. In support of its 
request, AEP Ohio notes that a static revenue cap as between 
2014 and 2015, at the level of $124 miUion, wiU have 
significant impUcations for capital rdiabiHty spend, while it 
wiU be logisticaUy difficult and harmful to customers if the 
Company must abmptiy pxdl back on pending capital 
projects fhat are already in progress. AEP Ohio explains 
that, due to the timing of the Commission's issuance of the 
ESP 3 Order, the Company was required to estimate the DIR 
revenue cap for 2015, estabHsh its capital budgd, and make 
contractual commitments to implement projects, and did so 
with the presumption that some additional revenue growth 
would be provided in 2015. Wifh respert to AEP Ohio's 
proposal to indude general plant in the DIR, the Company 
requests that the Commission grant rehearing and approve 
the expansion of the DIR to indude infrastractiu'e 
chararterized by the Company as targeted general plant, 
most of which rdates to the Company's service centers and 
radio commtinications system. 

(39) In its memorandum contra, OMAEG responds that the 
Commission's decision not to indude general plant in the 
DO? was reasonable, because, as noted by the Commission, 
the types of general plant expenses that AEP Ohio seeks to 
indude in the DIR do not directiy relate to the reHabUity of 
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the distribution system. OMAEG also argues that the 
Commission should not adopt AEP Ohio's proposed annual 
revenue caps for the DIR on rehearing, given that the 
Company faUed to present any analysis to support its daims 
that service rdiabiHty wiU deteriorate without the DIR, 
whUe the Company's proposed caps are excessive as 
compared with those currentiy in place, are unsupported by 
the evidence, and, in significant part, do not directly relate to 
distribution service reHabiHty. 

(40) OCC, in its memorandum contra, asserts that the 
Commission correctiy rejected the indusion of general plant 
in the DIR as beyond the intent of the statute. OCC notes 
that AEP Ohio had ample opportunity to present evidence in 
support of its claim that general plant has a dired impart on 
customer service and reHabUity, but neverthdess faUed to 
meet its burden of proof on this issue. 

(41) Alternatively, AEP Ohio requests that the Commission 
corrert what the Company believes are mistaken DIR annual 
revenue caps. AEP Ohio points out that, in tiie ESP 3 Order, 
the Commission stated its intention to establish the annual 
revenue caps based on the level of growth of three to four 
percent as permitted for the DIR in the ESP 2 Case. AEP 
Ohio notes that the annual revenue caps approved by the 
Commission result in a zero percent growth in distribution 
revenue for 2015, foUowed by a more reasonable 2.9 percent 
growth in 2016 and 3 percent growth in 2017. According to 
AEP Ohio, if left tmchanged, this situation wiU require the 
Company to puU back on capital investment in Ohio, which 
not only involves a reduced investment and potential 
reHabiHty impacts but also could mean loss oi contractor jobs 
currentiy sustained by tiie DIR funding. AEP Ohio stetes 
that, if the Commission elects to adopt DIR annual revenue 
caps at tiie lower end of its stated intention, meaning 
3 percent, the annual caps would be $147 million in 2015, 
$171 mUHon in 2016, $195 mUHon in 2017, and $92 miUion for 
the first five months in 2018. 

(42) OCC repHes that AEP Ohio offers no evidence or 
documentation that indicates that the Commission erred in 
setting tiie DIR annual revenue caps. OCC maintains that 
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the Commission's decision is consistent with the ESP 2 Case, 
whUe there is nothing in the ESP 3 Order to support AEP 
Ohio's assumption that the Commission intended to increase 
the DIR revenue cap from 2014 to 2015 by two to three 
percent OCC argues that AEP Ohio's contention that there 
should be two to three percent growth from 2014 to 2015 
requires the DIR program to be viewed as a single 
continuous six-year program instead of two distinrt three-
year programs that were proposed, considered, and 
approved in two separate ESP proceedings. 

(43) Next, AEP Ohio asserts that another option to partiaUy offset 
the adverse effects of the annual revenue cap reductions 
would be for the Commission to darify its intention tn fhe 
ESP 2 Case regarding tiie annual revenue cap for 2012. AEP 
Ohio maintains that it is not clear whether the Commission 
intended to prorate the $86 miUion revenue cap for 2012, 
based on an effective date of August 2012, such that ihe 
actual revenue cap for 2012 could dther be $86 mUHon as 
stated in the ESP 2 Case or $35.8 mUHon (5/12 of $86 
miUion). AEP Ohio notes that, as a result, the cumulative 
underspend that carries over to 2015 and beyond could be 
either $77.1 nullion or $26.9 milUon. AEP Ohio concludes 
that, if the Commission darifies on rehearing that its 
intention in the ESP 2 Case was to adopt an $86 miUion 
revenue cap for 2012 without proration, it wiU produce a 
significant carryover amount that would h d p to aUeviate the 
cturrent problem for 2015 and beyond. 

(44) lEU-Ohio responds, in its memorandum contra, that the 
Commission should rejert AEP Ohio's request for 
clarification. lEU-Ohio notes that, because AEP Ohio failed 
to seek rehearing in the ESP 2 Case concerning the 
calculation oi the annual revenue caps, the Company waived 
review of that provision of the Commission's dedsion in the 
ESP 2 Case. lEU-Ohio further notes that AEP Ohio did not 
seek rehearing of the revenue calculations that the 
Commission reviewed during the audit of the DIR for 2012 
in Case No. 13-419-EL-RDR, which confirmed that a revenue 
cap of $86 trtSlion ior 2012 was used to determine the 
carryover amount and, thus, there is no reasonable basis for 
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the Commission to aUow the Company to further increase its 
cap for 2015. lEU-Ohio condudes that AEP Ohio's request 
for clarification constitutes an untimdy request for rehearing 
of the ESP 2 Case, is barred by the doctrines of res judicata 
and collateral estoppel, and, if granted, would result in 
imlawful retroactive ratemaking. 

(45) OCC also argues that AEP Ohio's request for clarification 
regarding the DIR revenue cap for 2012 constitutes an 
unlawful attempt by the Compemy to reUtigate aspects of the 
ESP 2 Case that are not at issue hi the present proceedings. 
OCC requests that the Commission reject AEP Ohio's 
untimdy effort to seek rehearing of the ESP 2 Case. OCC 
adds that there is nothing in the record or in the ESP 3 Order 
to support AEP Ohio's request that the cumulative 
underspend from the ESP 2 Case be permitted to cany over 
to 2015 and beyond. 

(46) In their memorandum contra, OPAE/APJN contend that 
AEP Ohio's request for clarification regarding the DIR cap 
for 2012 should be considered an unlawful request for 
retroactive ratemaking. OPAE/APJN also point out that the 
level of DIR funding authorized by the Commission for the 
ESP 3 term is in addition to any carryover amounts, 
OPAE/APJN beUeve that tiie fart that AEP Ohio's DIR 
spending was bdow the DIR annual revenue caps 
established in the ESP 2 Case explains the level oi the caps 
approved by the Commission for the ESP 3 term. FinaUy, 
OPAE/APJN assert that distribution service charges should 
be considered in the context of a distribution rate case and 
that the Commission appropriately encouraged AEP Ohio to 
seek base rate recovery of its distribution investments. 

(47) In its appHcation for rehearing, OMAEG argues that the 
Commission erred in aUowhig AEP Ohio to recover $543.2 
miUion through the DIR over the course of the ESP, as 
recovery of distribution investments of that order of 
magnitude is not supported by record evidence and 
recovery of such costs is more appropriatdy addressed in 
tiie context of a base distribution rate case. Specifically, 
OMAEG maintains tiiat nothing in fhe record indicates that 
the caps approved by the Commission represent a necessary 
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level of recovery under the DIR for AEP Ohio to be able to 
continue to provide customers with reliable service. 
OA4AEG, therefore, requests that the Coxnmission revisit the 
caps established in the ESP 3 Order. OMAEG also requests 
that the Commission reverse its decision to relieve AEP Ohio 
of its responsibiUty to work wifh Staff to devdop a DIR plan 
tiiroughout the ESP term, particularly given that the 
Company did not file testimony or other documentation 
demonstrating any service reHabUity improvements related 
to specific distribution investments, in connection with the 
proposed ESP. 

(48) In response, AEP Ohio points out that OMAECs arguments 
are related to the statutory basis of riders and standards 
pertaining to the DIR result that are not found in statute. 
AEP Ohio contends that, contrary to OMAEG's daim, there 
is no requirement that the Company demonstrate the benefit 
of each yearly DIR. AEP Ohio further contends tiiat 
OMAEG's concerns regarding the reporting and 
quantification of reHabUity improvements have been 
resolved by the Commission in prior cases. With respect to 
OMAEG's request that AEP Ohio be required to continue to 
devdop a DIR work plan with the assistance of Staff each 
year, the Company states that, while a formal requirement is 
no longer necessary, the Company intends to continue to 
obtain Staff's input and understand Staff's expectations 
when finalizing the DIR plan. 

(49) OPAE/APJN assert tiiat the Commission arted 
unreasonably and unlawfuUy when it approved fhe 
continuation of the DIR and maintained the rider's current 
cost aUocation. OPAE/APJN daim that AEP Ohio's request 
to continue the DIR should have been rejerted, because the 
Company did not consider the affordabUity of the DIR and 
did not demonstrate any quantifiable rdiabiHty benefits 
from the rider, OPAE/APJN contend that distribution 
related charges should be considered in distribution rate 
case proceedings and that riders should be limited to 
recovery oi costs that are large, volatile, and outside of the 
utiHty's control, which, according to OPAE/APJN, AEP 
Ohio has not shown is the case for the DIR. 
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(50) AEP Ohio repHes that the Commission has the authority to 
approve recovery of distribution related costs through riders 
and lias often done so through ESP proceedings pursuant to 
R.C 4928,143(B)(2)(h). AEP Ohio beHeves that the time for a 
policy debate on whether riders should be hiduded in an 
ESP filing has passed. Regarding the affordabiUty of the 
DIR, AEP Ohio responds that its testimony reflects that 
considering the impart of tiie entire ESP proposal, 
residoitial customers w îth typical usage axe expected to see 
a monthly rate decrease beginning in June 2015. 

(51) In the ESP 3 Order, the Commission denied AEP Ohio's 
request to increase the amoimt to be recovered via the DIR, 
at the levd proposed in the Compan/s appHcation, as weU 
as the Compan/s request to include general plant in the 
DIR. The CommiSKon found that the evidence of record 
does not support an expansion of the DIR to the extent 
proposed by AEP Ohio and that the Compan/s distribution 
investments, at the level requested in these proceedings, 
would be better considered and reviewed in the context of a 
distribution rate case. ESP 3 Order at 46. The Commission 
further found that, because AEP Ohio is performing at or 
above its established reHabUity standards and its reHabiHty 
expectations appear to be aHgned witii its customers, it is no 
longer necessary for the Company to work with Staff to 
devdop a DIR plan, as long as the Company continues to 
perform at or above its rdiabiHty standards. ESP 3 Order at 
47. FinaUy, in order to faciHtate AEP Ohio's continued 
proactive investment in its aging distribution infrastracture, 
the Commission approved the Company's request to 
continue the DIR at $124 miUion for 2015, $146.2 mUIion for 
2016, $170 miUion for 2017, and $103 miUion for January 
through May 2018. The Commission stated that fhe aimual 
DIR revenue caps are based on a level of growth of three to 
four percent, consistent witii the ESP 2 Case, and are 
intended to enable AEP Ohio to continue to replace aging 
distribution infrastmcture as a means to maintain and 
improve service reHabiHty over the course of the ESP. ESP 3 
Order at 47. 
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Upon review oi AEP Ohio's grounds for rehearii^ with 
respert to the DIR, the Commission finds that the DIR 
annual revenue caps should be modified, as it was not the 
Commission's intent to provide for no growth in the annual 
cap from 2014 to 2015. We, therefore, find that the DIR 
annual revenue caps should be set at $145 miUion for 2015 
(induding amounts previously authorized in fhe ESP 2 
Case), $165 nuUion for 2016, $185 mUHon for 2017, and $86 
miUion for January through May 2018. We find that the 
adjusted caps shaU reflert aimual growth in the DIR, as a 
percentage of customer base distribution charges, of three to 
four percent, which was our objective in modifying the DIR 
annual revenue caps proposed by AEP Ohio for tiie ESP 3 
term so that they more dosdy track the progression from the 
ESP 2 Case. Accordingly, the Commission grants rehearing 
with respert to AEP Ohio's request that the DIR annual 
revenue caps estabUshed in the ESP 3 Order be adjusted, in 
order to enable the Company to continue to implement the 
DIR plan that is already underway for 2015. We find no 
merit in AEP Ohio's remaining grotmds for rehearing 
regarding the DIR, which should, thus, be denied. 

(52) Further, the Commission finds no merit in the aUeged 
grounds for rehearing raised by OMAEG and OPAE/APJN 
with respert to the DIR. We find that the arguments raised 
by OMAEG and OPAE/APJN have already been thoroughly 
considered and rejected. ESP 3 Order at 43-45, 95. 
Regarding OMAEG's request that AEP Ohio be required to 
continue to work with Staff to devdop an annual DIR work 
plan, we affirm our finding that it is no longer necessary to 
impose such a requirement, given the Commission's finding 
that the Compan/s reHabiHty expectations appear to be 
aHgned with its customers, as weU as fhe fart that the 
Company has been meeting or exceeding its reHabiHty 
standards. ESP 3 Order at 47. AdditionaUy, as AEP Ohio 
acknowledges, the Company intends to continue to 
coordinate with Staff in the process of finalizing each annual 
DIR plan, which the Commission beHeves is a reasonable 
approach that should be implemented throughout the ESP 
term. For these reasons, OMAEG's and OPAE/APJN's 
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appHcations for rehearing regarding the DIR should be 
denied. 

V. ENHANCED SERVICE REUABIUTY RIDER 

(53) OPAE/APJN submit that the ESP 3 Order is unreasonable to 
the extent that it approved fhe enhanced service reHabiHty 
rider (ESRR) and DIR cost recovery aUocation, outside fhe 
context of a distribution rate case and contrary to sound 
ratemaking practices. Further, OPAE/APJN argue the 
riders do not incentivize the utiHty to control costs and 
should be limited to instances where the costs are lai^e, 
volatile, and outside of the utiHt/s control. AEP Ohio did 
not, according to OPAE/APJN, demonstrate that fhe ESRR 
or fhe DIR m e d these criteria or that fhe financial integrity of 
the Company wotdd be compromised si such costs were 
considered in the context of a distribution rate case. Further, 
OPAE /APJN argue ESRR and DIR costs to be recovered 
should be aUocated to the customer classes consistent with 
cost causation principles and AEP Ohio's most recent cost of 
service studies as opposed to contribution to distribution 
revenues. 

(54) AEP Ohio repHes that this issue was raised by the 
intervenors and rejected by fhe Commis^on in the ESP 3 
Order. Further, AEP Ohio notes the Commission resolved 
the recovery of incremental distribution investments in these 
cases in precisely the same manner as in other recent cases 
where the issue was considered. In re Ohio Edison Co., The 
Cleveland Elec. Illuminating Co., ajui The Toledo Edison Co., 
Case No. 12-1230-EL-SSO, Opuiion and Ordea: Ouly 18, 2012) 
at 56. AEP Ohio submits that the Commission has tiie 
authority to approve recovery of distribution related costs 
through riders in ESP proceedings pursuant to R C 
4928.143(B)(2)(h). Accordingly, AEP Ohio requests that 
OPAE/APJN's request ior rehearing be denied. 

(55) The Commission finds that OPAE/APJN's arguments on the 
continuation of the distribution riders and the cost aUocation 
method for the DIR and ESRR were raised, thoroughly 
considered, and rejected in the ESP 3 Order. ESP 3 Order at 
49, 95. Intervenors assert no new arguments that persuade 
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the Commission tiiat the riders and the cost recovery 
aUocation method should be revised on rehearing. The DIR 
and ESRR rdate to the provision of distribution service and 
it is reasonable to allocate the cost of such riders on the basis 
of distribution revenues. In this ESP, the Commission 
continues the cost recovery aUocation method previously 
adopted by the Commission in AEP Ohio's prior ESP 
proceedings. ESP 2 Case, Opuiion and Order (Aug. 8, 2012) 
at 43-44,77. Therefore, OPAE/ APpi's request for rehearing 
should be denied. 

VI. NERC COMPUANCE AND CYBERSECURITY RIDER 

(56) hi the ESP 3 Order, the Commission denied AEP Ohio's 
proposal to implement a new, non-bypassable mechanism, 
the North American Electric ReUabiUty Corporation (NERQ 
compHance and cybersecurity rider (NCCR). 
Acknowledging the importance of NERC compHance and 
cyberseoirity, the Commission found that AEP Ohio faUed 
to sustain its burden of proof for the Commission to 
authorize the establishment of a NCC31 placeholder rider. 
ESP3 0rderat59-6Z 

(57) AEP Ohio requests rehearing on this aspert of fhe ESP 3 
Order on the basis that the dedsion was unreasonable and 
unlawful. AEP Ohio asserts, like prior zero placeholder 
riders approved as a component of an ESP, when the 
Company requests recovery of costs through the rider in a 
future proceeding, the costs are reviewed for pmdency and 
appropriateness by the Commission before any costs are 
recovered. ESP 2 Case, Opinion and Order (Aug. 8, 2012) at 
24-25; In re Duke Energy Ohio, Inc., Case No. 08-920-El^SSO, 
et al., Opmion and Order (Dec, 17, 2008) at 17; In re Ohio 
Edison Co., The Cleveland Elec. Wuminating Co., and The Toledo 
Edison Co., Case No. 08-935-EL-SSO, et al.. Second Opmion 
and Order (Mar. 25, 2009) at 15. In fart, AEP Ohio notes 
three such zero placeholder riders were approved in the 
ESP 3 Order, spedficaUy the PPA rider, the bad debt rider 
(BDR), and the pUot demand response rider. ESP 3 Order at 
25, 81, 86-87. AEP Ohio submits that the costs for which the 
Company may request recovery in the NCCR mechanism 
are no more speculative than those recovered through the 
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storm damage recovery rider and the EE/PDR rider, AEP 
Ohio argues that, while die Commission may not find it 
evident that the Company wiU incur costs for NERC 
compHance, it is dear fhat tiie Company wUl incur 
cybersecurity costs to address ever-increasing cyberseoirity 
risk. In tiie alternative, AEP Ohio requests, if the 
Commission declines to grant rehearing and approve fhe 
establishment of the NCCR, that the Commission grant the 
Company accounting authority to create a dderral for NERC 
compHance and cybersecurity costs incurred during the term 
of this ESP, to permit the Company to seek Commission 
approval for recovery in a future proceeding. 

(58) OCC, OMAEG, and lEU-Ohio oppose AEP Ohio's 
appHcation for rehearing on the NCCR. lEU-Ohio submits 
AEP Ohio faUs to offer any basis for fhe Commission to 
reverse its decision on rehearing. OCC, lEU-Ohio, and 
OMAEG insist fhat AEP Ohio faUed to sustain its burden to 
demonstrate the lawfulness and reasonableness of the NCCR 
mechanism, as the Commission determined, and to offer into 
evidence the tjrpes of investments, identifiable costs, and 
how costs would be aUocated. For that reason, OMAEG 
avows establishment of the NCCR entirdy too speculative to 
be reasonable. Further, OCC notes that, while AEP Ohio 
daims the NCCR decision is unlawful, the Company fails to 
dte any specific law violated. Accordingly, OCC, OMAEG, 
and lEU-Ohio request that the Commission deny AEP 
Ohio's request for rehearing on the NCCR 

(59) As OCC notes, while AEP Ohio aUeges that the ESP 3 Order 
is unlawful in its denial to establish the NCCR, the Company 
fails to explain how the ESP 3 Order is unlawful. Thus, the 
Commission has no basis on which to consider that aspert of 
AEP Ohio's da im on rehearing. Purfher, AEP Ohio has 
faUed to present any persuasive argument, not previously 
considered by tiie Commission, which justifies reversal of 
the ESP 3 Order. For the same reasons the Commission 
refused to establish the NCCR, it was our intent to also deny 
AEP Ohio's request to permit the creation of a deferral 
account for NERC compHance and cybersectirity costs so 
that the Company may request recovery at some point in the 
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future during the term of this ESP. AEP Ohio failed to offer 
into evidence suffident information for the Commission to 
determine the types or magnitude of investments for which 
the Company would seek recovery pursuant to the proposed 
NCCR or to demonstrate the aUocation of any potential cost 
between generation, transmission, and distribution 
functions. Accordingly, the Commission affirms its decision 
on this aspert of the ESP 3 Order and denies AEP Ohio's 
request for rehearing. 

Vn. RESIDENTIAL DISTRIBUTION CREDIT RIDER 

(60) In its ESP 3 application, AEP Ohio proposed to continue the 
residential distribution credit rider (RDCR) of $14,688,000. 
As requested by OPAE and APJN, tiie Commission modified 
AEP Ohio's ESP to dkert the Company to contribute $1 
nuUion annuaUy to fund the low-income biU payment 
assistance program, Neighbor-to-Neighbor. In their 
appHcation for rehearing, OPAE/APJN again recommend 
AEP Ohio be required to add $1 miUion annuaUy from 
shareholder funds to increase ihe Compan/s funding 
commitment, to a total of $2 milHon, as a means to ensure 
adequate funding for the Neighbor-to-Neighbor program, 
consistent with the state poHcy to ensure consumers 
adequate, reliable, safe, and effident retaU dectric service at 
reasonable prices, and to protert at-risk populations, R.C. 
4928.02(A) and (L). OPAE/APJN argue at-risk populations, 
Ohio households living at or bdow the federal poverty lev€^, 
may need biU pa5nnent assistance to maintain or gain access 
to electric service. OPAE/APJN assert the Commission 
should have required the additional shareholder 
contribution, to ensure adequate funding and more dosdy 
approximate the amount ordered in AH* Ohio's first ESip 
cases. In re Columbus Southern Pozver Co. and Ohio Pozoer Co., 
Case No. 08-917-EL-SSO, et al. (ESP 1 Case), Opmion and 
Order (Mar, 18,2009) at 48. 

(61) AEP Ohio declares that the poHcy provisions listed in RC. 
4928.02 are goals that must be balanced and are not 
independent requirements for each component of an ESP. 
Further, AEP Ohio notes the benefits this ESP provides to aU 
customers, induding at-risk ctistomers: the purchase of 
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receivables program (POR) to support CRES providers' 
pursuit of at-risk customers; distribution riders such as the 
DIR and ESRR that support hivestment tn utiHty 
in&astrurture and vegetation dearing, which prevent 
outages; and the Company's voluntary extension of the 
residential distribution credit Accordingly, AEP Ohio 
reasons these provisions of the ESP, among otiier provisions, 
proted at-risk populations and ensure adequate, reUable, 
and safe electric service For these reasons, AEP Ohio asks 
that OPAE/APJN's request for rehearing on this issue be 
denied. 

(62) As referenced by OPAE/APJN, m the ESP 1 Case, the 
Commission ordered AEP Ohio's shareholders to endow the 
Partnership with Ohio fund at a minimum of $15 milHon, 
over tiie three-year ESP period, with aU of the funds going to 
low-income, at-risk customer programs. ESP 1 Case, 
Opinion and Order (Mar. 18, 2009) at 48. The continuation 
of the RDCR, as amended in tiie ESP 3 Order, to hidude $1 
miUion in funding from AEP Ohio equates to a total RDCR 
and Neighbor-to Neighbor program of $15,688 miUion. As a 
part of this modified ESP 3, all residential customers, 
including at-risk customers, continue to recdve a credit on 
their biU. In addition, the Neighbor-to-Neighbor program is 
avaUable to aid at-risk customers with biU payment 
assistance. The Commission finds that, througji the 
residential distribution credit, an at-risk customer may be 
able to avoid the need for biU payment assistance. We also 
note fhat, since the Opinion and Order in the ESP 1 Case was 
issued in March 2009, the Commission has revised the 
Percentage of Income Pa3^ment Plan (PIPP) Plus for low-
income, at-risk customers. Effective as of November 2010, 
the PIPP Plus program reduced participant payment . 
percentage from 10 percent of household income to 6 
percent, and the PIPP Plus participant was eligible to receive 
credits and otiier benefits for on-time payment The 
Commission wiU continue to explore and focus on various 
means to ensure electric utiHty service is affordable for 
Ohio's residential customers, induding at-risk populations. 
The Commission finds maintaining the Ndghbor-to-
Neighbor program contribution for AH* Ohio at $1 xnUHon, 
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in addition to tiie residential credit, to be a fair and balanced 
means of complying with the requirements of R C 4928.02. 
Accordingly, the Commission is not persuaded that this 
aspert of the ESP 3 Order is unreasonable and, therdore, 
OPAE/APJN's request for rehearing should be denied. 

Vin. BASIC TRANSMISSION COST RIDER 

(63) lEU-Ohio argues that the Commission's authorization of the 
basic transmission cost rider (BTCR) was unlawful and 
unreasonable, because fhe Commission has invaded a fidd 
of regulation within FERCs exdusive jurisdiction. 
SpedficaUy, lEU-Ohio contends that the Commission is 
preempted from authorizing a transmission related rider 
that predudes customers eUgible to secure transmission 
services from PJM, pursuant to the FERC-approved tariff, 
from doing so. lEU-Ohio bdieves that customers are now 
captive to AEP Ohio for transmission services at prices and 
terms and conditions that are different from those contained 
m the PJM tariff. According to lEU-Ohio, the BTCR wiU 
interfere v/ith customers' abUity to contrart directly witii 
PJM for transmission services and wiU not flow through the 
amounts assignable to customers in the same marmer as 
occurs under tiie PJM tariff. 

(64) ConsteUation and RESA respond that, pursuant to R.C. 
4928.05(A)(2), approval of the BTCR is withki the 
Conwciis^on's jurisdiction. AEP Ohio points out that there is 
no factual support in the record for lEU-Ohio's daims, 
which were raised for the first time on rehearing, AEP Ohio 
adds that it is jrrdevant whether a aistomer can contrart 
directiy witii PJM, because if the customer does so, the basic 
transmission charges wiU be biUed back to die Company and 
allocated and biUed through the BTCR, as the Commis^on 
ordered. FinaUy, AEP Ohio asserts that coUateral estoppd 
precludes lEU-Ohio irom advancing its preemption 
argument, because lEU-Ohio was a party to the proceedings 
in which the Commission approved comparable 
transmission riders for the other Ohio electric distribution 
UtiHties. AEP Ohio maintains that lEU-Ohio should not be 
permitted to rditigate the same issues that were raised by 
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lEU-Ohio and rejected by the Commission in the prior 
proceedings. 

(65) In discussing the PPA rider hi the ESP 3 Order, die 
Commission declined to address constitutional issues raised 
by ihe parties in these proceedings, ESP 3 Order at 26. The 
Commission likewise declines to address lEU-Ohio's 
preemption argument with respert to the BTCR, as 
constitutional issues are best reserved for jucHcial 
determination, 

(66) lEU-Ohio also argues that the ESP 3 Order is unreasonable, 
because the BTCR reduces the options available to customers 
seeking to secure transmission services, in violation of R.C. 
4928.02(B), and frustrates price signals that may assist in 
providing transmission system telidhihty, because AEP Ohio 
does not plan to use a demand-metered customer's 
individual contribution to the one coinddent peak as the 
demand bUUng determinant lEU-Ohio asserts that the 
Commission failed to address the reasonableness of the rate 
design and incorrectiy noted that the BTCR is comparable to 
a simUar transmission rider approved for The Dayton Power 
and Light Company. 

(67) ConsteUation and RESA disagree with lEU-Ohio's position. 
According to ConsteUation and RESA, it is appropriate for 
AEP Ohio to coUert non-market based transmission costs, 
which wiU enable CRES providers to base thehr offers on 
market related costs. ConsteUation argues that, as a result, 
retaU customers wiU benefit from greater price transparency, 
given that they wiU be able to easUy drtermine the exart 
amotmt of the non-market based costs. RESA contends ihat 
the Commission's approval of the BTCR wiU properly 
diminate CRES providers' responsibiUty to collect non-
market based transmission charges. AEP Ohio notes that the 
Commission has already fuUy considered and rejected lEU-
Ohio's arguments. 

(68) In die ESP 3 Order, the Commisdon approved AEP Ohio's 
proposal to eliminate the current transmission cost recovery 
rider (TCRR) and implement the BTCR, findmg fhat the new 
rider is comparable to the transmission riders approved for 
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the otiier electric utiHties. In approving the BTCR, the 
Commission also thoroughly considered and rejected the 
same arguments that lEU-Ohio has raised in its appHcation 
for rehearing. ESP 3 Order at 66-68, 95. As lEU-Ohio has 
raised no new arguments for our consideration, its request 
for rehearing on this issue should be denied. 

(69) Next, mU-Ohio argues that the ESP 3 Order is unreasonable, 
as the Commission did not order the indusion of afferted 
customers in the resolution process to ensure that such 
customers do not pay twice for the same transmission 
related expenses. lEU-Ohio points out that ndther AEP 
Ohio nor the CRES providers have any incentive to prevent 
double billing and, therefore, customer representatives 
should be part of the resolution process. 

(70) ConsteUation repHes that CRES providers have every 
incentive to ensure fhat their customers are properly bUled. 
ConsteUation and RESA point out that nothing m. the ESP 3 
Order precludes customers from working directiy with then: 
CRES providers to verify that proper biUing for transmission 
charges has occurred. ConsteUation and RESA add that 
other Ohio electric distribution utUities have implemented 
similar transmission riders and that these utiHties and CRES 
providers worked together, without incident, to avoid any 
double biUing of transmission charges. AEP Ohio points out 
that the Commission already addressed lEU-Ohio's concern, 
in noting m. the ESP 3 Order that customers have existing 
means to address double-biUing issues. 

(71) The Commission finds that lEU-Ohio's request for rehearing 
on this issue should be denied. In the ESP 3 Order, we 
directed AEP Ohio, ORES providers, and, if necessary. Staff 
to work together to ensure fhat customers do not pay twice 
for the same transmission related expenses. ESP 3 Order at 
68. As ConsteUation and RESA note, nothing predudes 
customers from taking steps to address double-biUing issues, 
if they arise, with then: CRES providers. Further, as we 
emphasized in the ESP 3 Order, affected customers have 
existing means to seek the Commission's assistance, dther 
infoimaUy by contacting Stafr or through the formal 
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complamt process set forth m R.C 4905.26. ESP 3 Order at 
68. 

(72) FinaUy, lEU-Ohio daims that the ESP 3 Order is unlawful, 
because it presumed that the BTCR's rate design, as 
proposed by AEP Ohio, is reasonable and shifted the burden 
of demonstrating the unreasonableness of ihe prof>osed 
tariff to the intervenors, in violation of R.C. 4928.143(Q(1), 
which places the burden of proof on the Company. lEU-
Ohio maintains that AEP Ohio did not provide any evidence 
regarding the effert of its proposed rate design on shopping 
customers, which the Commission neverthdess approved, 
whUe lejertuig EEU-Ohio's alternative proposals. lEU-Ohio 
claims that its proposed rate design is presumptivdy 
reasonable, as it is consistent with PJM's bilHng 
determinants, which FERC has determined are just and 
reasonable. 

(73) ConsteUation notes that, with respert to the BTCR, AEP Ohio 
put forth a proposal with supporting testimony, which was 
supported by some parties and opposed by others, including 
lEU-Ohio's recommended modifications to the rate design. 
ConsteUation asserts that, in adopting AEP Ohio's proposal, 
the Commission properly weighed the evidence and was 
simply not persuaded by lEU-Ohio's arguments or rate 
design recommendations. RESA also contends that the 
Commission properly evaluated aU of the evidence and 
appropriately determined that lEU-Ohio's recommendations 
should not be adopted. For its part, AEP Ohio asserts that it 
provided ample evidence to support its BTCR proposal, 
induding evidence ihat shows fhat fhe Company specificaUy 
designed the BTCR to be consistent with the current 
treatment of costs under the TCRR approved in the ESP 2 
Case, as weU as with the transmission riders of the other 
electric distribution utiHties. AEP Ohio condudes that the 
Commission correctiy fotmd that the Company satisfied its 
burden of proof and tiiat lEU-Ohio's proposed rate design 
was not supported by adequate analysis and would have an 
unknown impart on customer bills. 

(74) In tiie ESP 3 Order, the Commission thoroughly considered 
and rejected lEU-Ohio's recommendations regarding the 
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rate design of the BTCR. As we noted, the impart of lEU-
Ohio's proposals is unknown and, without any analysis, we 
ddermined that it would be inappropriate to modify the 
Compan/s cost aUocation methodology, which is 
comparable to the treatment of costs under the TCRR. In 
adoptuig AEP Ohio's proposed BTCR, we cited the 
considerable evidence of record provided by the Company, 
as weU as several other parties, that supports our decision to 
approve the rider. ESP 3 Order at 66-68. For these reasons, 
the Commission finds no merit in lEU-Ohio's contention that 
the burden of proof was shifted to the intervenors and, 
therdore, rehearing on this issue should be denied. 

(75) R]KA asserts that it was unjust and unreasonable to 
establish the new non-bypassable BTCR without first setting 
forth a specific process to ensure that bypassable 
transmission costs incurred prior to the beginning of the ESP 
3 term are properly reconciled and exduded from the new 
rider. RESA adds that the Commission should estabHsh a 
process to ensure that the BTCR is based on fhe corrert costs 
at the beginning of the ESP 3 term. 

(76) AEP Ohio points ou t in response, that the Commission 
already has adequate safeguards in place to address RESA's 
concerns. AEP Ohio notes that, as flie ESP 3 Order 
acknowledged, the TCRR wiU be reconciled in Case No, 14-
1094-EL-RDR after it is eUminated effective June 1, 2015. 
AEP Ohio further notes that there is no need for the creation 
of a cost reconciliation process with respert to the BTCR, 
because Ohio Adm.Code Chapter 4901:1-36 already provides 
such a process, with carrying charges appHcable to any over-
or under-recovery of costs. 

(77) The Commission finds that I^ESA's request for rehearing is 
unnecessary and should be denied. As we specificaUy noted 
in the ESP 3 Order, any remaining over/under recovery 
balance assodated with tiie TCRR, which wiU be diminated 
effective June 1,2015, wiU be addressed in Case No. 14^1094-
EL-RDR, consistent with our recent decisions in that 
proceeding. ESP 3 Order at 68, dting In re Ohio Potoer Co., 
Case No. 1'4-1094-EL-RDR, Finding and Order (Aug. 27, 
2014) at 3, Finding and Order Qax\. 28,2015) at 3. Further, as 
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AEP Ohio pomts ou t Ohio Adm-Code Chapter 4901:1-36 
sets forth a process for the reconciliation of transmission 
costs. 

DC PURCHASE OF RECETVABLES PROGRAM AND BAD DEBT RIDER 

(78) AEP Ohio raises a number of arguments with respert to the 
Commission's modification of the Compan/s proposed 
POR program and BDR. First, AEP Ohio asserts that it was 
unreasonable for the Commission to dder several critical 
aspects of fhe POR program, which were already fuUy 
litigated in these proceedhigs, for further debate within the 
MDWG. AEP Ohio beUeves that there is no value in 
revisiting opposing positions through the MDWG. 
According to AEP Ohio, the Commission's modifications 
wiU raise costs, increase the risk of recovery for the 
Company, decrease operational efficiencies, and potentiaUy 
increase customer frustration with inconsistent biUing from 
year to year. AEP Ohio maintains that, because a POR 
program is not required under Ohio law and the Company 
wiU ultimately dedde whether to implement the program, 
the Commission should approve the Compan/s program 
and BDR as proposed. Alternatively, AEP Ohio requests 
fhat the Commission direct fhat the Company be held 
harmless to any cost impart of tiie modified POR program 
and that the discussions of the MDWG not be subjert to use 
against a party as an offidal position in the future. 

(79) OPAE/APJN respond that, although the Conunission 
should have simply r^erted the proposed POR program and 
BDR, the Commission arted reasonably when it dderred 
resolution of the details of the approved POR program to 
another proceeding, as there are simply too many details to 
resolve in the present cases. OCC also asserts that it was 
reasonable and lawiul ior the Commission to defer the 
implementation detaUs to a future proceeding, which, 
according to OCC, wiU provide the best opportunity for a 
coUaborative resolution of the issues. 

(80) In the ESP 3 Order, the Commission found that a POR 
program should be approved for AEP Ohio, with the 
implementation details to be discussed within tiie MDWG 
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and determined in a subsequent proceedhig, foUowhig the 
filing of a detailed implementation plan by Staff no later 
than August 31, 2015. The Commission noted that the 
MDWG wUl provide an existing forum for discussion 
regarding tiie implementation of AEP Ohio's POR program 
and enable interested stakeholders to address matters such 
as the POR program rules, calculation of the discount rate, 
implementation and maintenance costs, coUection rates and 
procedures, and the timing and other mechanics of the 
process by which the Company wiU purchase recdvables 
from CRES providers. ESP 3 Order at 80-81. We find that 
our deferral of the implementation details to a future 
proceeding is a proper next step and weU within the bounds 
of our discretion. As the Ohio Supreme Court has 
recognized, the Commission is vested with broad discretion 
to manage its dockets, induding fhe discretion to dedde 
how, in Hght of its internal organization and docket 
considerations, it may best proceed to manage and expedite 
the orderly flow of its business. Duff v. Pub. Util, Comm., 56 
Ohio St2d 367,384 N.E.2d 264 (1978); Toledo CoaHtionfor Saje 
Energy v. Pub. Util Comm., 69 Ohio St.2d 559, 433 N.E.2d 212 
(1982). We, tiierefore, find no error in our decision to 
address the implementation detaUs in a future case and AEP 
Ohio's request for rehearing should be denied. 

(81) Second, AEP Ohio argues that it was unreasonable for the 
Commission to indude CRES providers' early temiination 
fees as a' commodity rdated charge subject to the POR 
program. AEP Ohio requests that fhe Commission darify 
that commodity related charges includes only the diarges 
related to the actual cost of generation and not other CRES 
rdated charges, induding, but not limited to, early 
termination charges and charges for other services, such as 
weatherization, appliance control, and energy audits, that 
are provided by CRES providers. 

(82) OCC agrees with AEP Ohio that CRES providers' early 
termination fees should not be considered commodity 
rdated charges. OCC argues that the indusion of CRES 
providers' early termination fees in the POR program would 
constitute a barrier to reasonably priced service and harm 
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diversity and choice of suppHer. RESA repHes that an early 
termination fee should be considered a rate design 
component that seeks to capture a fixed cost that may 
otherwise not be coUected, RESA also asserts that if the 
Commission elects to provide clarification on this issue, it 
should determine that commodity costs indude aU cost 
components necessary to provide bundled energy service, 
induding generation costs, transmission costs, capadty 
costs, anciUary services, labor, taxes, and administrative cost 
components necessary to bring physical power to the dectric 
distribution service area. 

(83) The Commission expressly stated, in the ESP 3 Order, that 
only commodity rdated charges may be included in AEP 
Ohio's POR program, ESP 3 Order at 80. To the extent that 
it is necessary to do so, the Commission darifies that 
commodity related charges means charges that are directiy 
tied to the actual cost of generation and does not indude 
early termination fees, which are not a necessary component 
of generation service. 

(84) As its third argument, AEP Ohio claims that it was 
unreasonable and unlawful for the Commission to aUow 
CRES providers to determine which of its eUgible customers 
should be included in the POR program. AEP Ohio 
contends that the Commission should require aU CRES 
providers using consoHdated bUIing to partidpate in the 
POR program. Altemativdy, AEP Ohio requests that the 
Commission clarify that each CRES provider may decide 
whether it wiU partidpate in flie POR program and, if it 
dects to do so, aU of its eUgjble customers on consoHdated 
bilHng must be induded in fhe program. 

(85) SimUarly, in its fourth ground for rehearing with respert to 
the POR program, AEP Ohio maintains that it was 
unreasonable and unlawful for fhe Commission to modify 
the Compan/s proposed POR program to afford ORES 
providers on consoHdated bUling a yearly option to 
partidpate m the program. AEP Ohio asserts that, in 
aUowing CRES providers to determine whether to 
partidpate in fhe POR program, the Company wiU be 
required to maintain two processes in its systems and caU 
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centers with greater costs and decreased effidencies, whUe 
shopping customers wiU be offered different payment plan 
options based on their CRES provider. AEP Ohio, therdore, 
rdterates its request that the POR program be mandatory for 
aU CRES providers that use consoUdated bilHng. In fhe 
alternative, AEP Ohio proposes that CRES providers should 
be required to partidpate on a five-year basis in order to 
provide recovery for programming and ensure consistency 
for customers. As another option, AEP Ohio notes that a 
consoHdated billing charge for CRES providers that choose 
not to participate in the POR program could be imposed to 
recov^ the costs to maintain the necessary additional 
processes and systems that support the non-participating 
CRES providers. 

(86) Dirert Energy counters that CRES providers using 
consoHdated bUHng should not be required to partidpate in 
a POR program that indudes commodity only charges, as it 
would diminate their option of having AEP Ohio biU and 
coUect for non-commodity items, such as in-home warranty 
products. Dirert Energy notes that tiie convenience of 
paying for related products and services on one bUl is 
important to customers. Dirert Energy further notes that 
CRES providers should not be precluded from offering 
demand response or energy efficiency types of products, air 
conditioner tune-ups, or any other energy related service 
that might improve a customer's demand side energy usage. 
According to Dirert Energy, the Commission reasonably 
conduded that CRES providers should be permitted to 
continue to partidpate in consoHdated bUHng, witiiout also 
being required to participate in the FOR program. Dirert 
Energy asserts that AEP Ohio offers no legal support for its 
arguments and raises nothing new for tiie Commission's 
consideration, whUe the Compan/s newly proposed 
alternatives have no record support or vetting by the other 
parties. 

(87) RESA asserts tiiat CRES providers should have the 
maxunum amount of flexibility when it comes to bilHng 
options, so that they are not limited in their produrt 
offerings. RESA, therefore, argues that fhe Commission 
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should darify that, under the POR program, CRES providers 
may provide dual biUing to certain customers and use 
consoHdated biUing for other customers. RESA beHeves 
that, for customers on consoHdated billing, CRES providers 
should be required to mdude dtiier aU or none of such 
customers in the POR program. 

(88) In the ESP 3 Order, the Commission direrted that 
partidpation hi the POR program by CRES providers that 
dect consoHdated bUling must not be mandatory. ESP 3 
Order at 80. We, thus, concluded fhat CRES providers 
should maintain the flexibiUty to partidpate in consoUdated 
biUing, without being required to participate in the POR 
program. We clarify, however, that it was not our intention 
to enable CRES providers, if they der t to partidpate in the 
POR program, to include some customers but not others. 
With this darification, AEP Ohio's third and fourth grounds 
for rehearing should be denied. 

(89) In its fifth ground for rehearing, AEP Ohio argues fhat it was 
unreasonable and unlawful for the Commission to forego 
the creation of a mechanism for the recovery of the 
implementation and administrative costs of the dual-system 
POR program approved by the Commission, which wUl be 
more than the costs projected for the Company's proposed 
program. AEP Ohio claims that it is undear whether fhe 
increased fee amount is a matter for the MDWG to 
determine or a compHance filing for the Company at a later 
date. AEP Ohio further daims that if the administrative fee 
was not approved by the Commission, the ESP 3 Order 
tinreasonably and unlawfuUy requires the Company to 
subsidize ORES providers, in violation of R.C 4928.02(H). 
AEP Ohio, therdore, requests that the Commission approve 
the POR program and BDR as proposed or, in the 
alternative, darify that the Company wiU be held harmless 
to aU administrative and implementation costs. AEP Ohio 
adds that the Commission should vaHdate the 
administrative fee creation for aU CRES providers until the 
cost of implementation is recovered. 

(90) The Commission finds that AEP Ohio's request for rehearing 
on this issue should be denied. In the ESP 3 Order, we 



Attachment C 
Page 40 of 58 

13-2385-EL-SSO -40-
13-2386-EL-AAM 

determined that the details of the POR program, induding 
implementation and maintenance costs, should be discussed 
by hiterested stakeholders withuv the MDWG. ESP 3 Order 
at 81. We fuUy expert that such costs wiU be addressed in 
the detaUed implementation plan to be devdoped by the 
MDWG and filed by Staff. We clarify, however, that AEP 
Ohio should be permitted to recover the implementation and 
maintenance costs assodated with the POR program. 

(91) Next, AEP Ohio asserts that it was unreasonable for the 
Commission to require plans for supplier consoHdated 
billing and switehing provisions in the implementation filing 
due on August 31, 2015. AEP Ohio requests tiiat the 
Commission clarify that issues not rdated to the 
implementation of the POR program were not uitended to 
be induded in the plan for filing on August 31,2015. 

(92) Noting that the Commission has already approved rules 
regarding suppHer consolidated billing, Dirert Energy 
requests that the Commission affirm that suppHer 
consoHdated biUing is a priority and dirert that the MDWG 
create and file a plan to implement supplier consoHdated 
bilHng in AEP Ohio's service territory no later than six 
months from the date of this Second Entry on Rehearing, in 
order to ensure that ihe issue is dealt with promptiy by the 
MDWG, whUe stiU maintaining the Commission's abiHty to 
review the details bdore implementation. 

(93) RESA beHeves that it is appropriate to resolve the mechanics 
of supplier consoHdated biUing in the MDWG, altiiougjh 
RESA requests that a deadHne be imposed on the group's 
resolution of this issue. 

(94) In the ESP 3 Order, the Commission noted that the 
recommendations regarding suppHer consoHdated biUing 
offered by Direct Energy and IGS and RESA's ot^ections to 
the switehing provisions in tariff sheets 103-20D and 103-
41D should be further discussed within the MDWG. ESP 3 
Order at 81. Although the Conunission agrees fhat it is 
reasonable to indude these issues among the other issues 
being addressed within the MDWG, it was not the 
Commission's intention that these issues be induded within 
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the detaUed implementation plan for the POR program or to 
establish a particular timeframe for their resolution. With 
this clarification, rehearing on this issue should be denied. 

(95) AEP Ohio also contends that it was unreasonable and 
unlawful for the Commission to approve a BDR to recover 
generation related costs above the amount already being 
recovered through base rates, because the record does not 
contain the amount in base rates rdated to CRES receivables 
and generation related imcollectible expense. AEP Ohio 
asserts that it is unreasoxuible to compare the generation 
portion of the biU to the entire $1Z2 milHon baseline from 
the Compan/s most recent distribution rate case 
proceedings, which includes generation, transmission, and 
distribution rdated bad debt, because the impact of the 
Commission's modification wiU be to lower the amount of 
recovery approved in base rates without any opportunity or 
record justifying the decrease. In re Columbus Southern Power 
Co. and Ohio Power Co., Case No. 11-351-EL-AIR, et al. 
(Distribution Rate Case), Opmion and Order (pec. 14, 2011). 
AEP Ohio requests fhat the Commission approve the BDR, 
as proposed by the Company, or, alternatively, aUow the 
Company to provide new evidence regarduig the 
comparable baseHne levd of generation rdated bad debt as a 
subset of the baseHne established in the Distribution Rate 
Case. 

(96) The Commission determined, in the ESP 3 Order, that the 
EDR should be limited to CRES receivables and generation 
related uncoUectible expenses above the amount already 
being recovered tiTrough base distribution rates and, given 
that the implementation details of the POR program wiU be 
resolved in another docket, shoidd initiaUy be established as 
a placeholder rider set at zero. We also noted that as 
proposed by AEP Ohio, the BDR would flow the bad debt of 
both shopping and non-shopping customers, whether 
generation or distribution rdated, through a single rider, 
which may cause an anticompetitive subsidy under R C 
4928.02(H), and is contrary to the practice of Duke Energy 
Ohio, Inc. (Duke), which maintains separate uncoUectible 
expense riders for generation and distribution rdated bad 
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debt. ESP 3 Order at 81. We darify that it was our intention 
to limit the BDR to CRES recdvables and generation related 
uncoUectible expenses above the generation rdated amount 
that is already being recovered through base distribution 
rates. FoUowing hnplementation of the POR program, AEP 
Ohio may seek recovery of CRES recdvables and generation 
rdated uncoUectible expenses through the BDR, providing, 
among other information in support of its appHcation for 
recovery, the appropriate baseline level of generation rdated 
bad debt as a portion of the $12.2 million baseHne that was 
established in the Distribution Rate Case. With this 
clarification, AEP Ohio's request for rehearing should be 
denied. 

(97) AdditionaUy, AEP Ohio argues that it was unreasonable for 
the Commission to order fhe Company to implement a 
modified POR program that does not aUow the Company to 
disconnect customers for non-payment of CRES charges. 
AEP Ohio contends that the Commission's denial of the 
requested waiver of Ohio Adm.Code 4901;1-18-10(D), as 
contrary to RC. 4928.10(D)(3), is inconsistent witii the 
Commission's current practice of aUowing for the 
disconnection of service for non-payment of CRES 
receivables in both the gas and electric industries. AEP Ohio 
asserts tiiat, if the Commission clarifies that ORES 
recdvables purchased by the Company become a regulated 
debt of the Company, as other surroimding deregulated 
markets have done, tiie waiver is not necessary and the 
Company may then disconnert for non-payment of its 
regulated costs under the POR program. 

(98) Noting that R.C 4928.10(D)(3) prohibits disconnection of 
non-competitive service for non-payment of a competitive 
service, OPAE/APJN assert that AEP Ohio cannot invent a 
way around the law by dubbing a charge for a competitive 
service as a charge for non-competitive service. OCC argues 
that customers should not be subjert to coUection practices 
that indude the threat of disconnection for the non-payment 
of unregulated services, induding CRES charges, and should 
not lose their abiHty to return to SSO service due to 
discormection for non-payment of such charges. 
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(99) The Commission finds that AEP Ohio's request for rehearing 
on this issue should be denied. In the ESP 3 Order, we 
denied AEP Ohio's request for a waiver of Ohio AdntCode 
4901:1-18-10(D), noting that it was counter to the prohibition 
on disconnection for non-pa3anent of CRES-related charges, 
as set forth in R.C. 4928.10(D)(3), and that fhe Commission 
cannot grant a rule waiver that is inconsistent with fhe 
statute. As we noted, R.C, 4928.10(D)(3) requires tiie 
Commission to adopt rules regarding a number of specific 
consumer protections, induding, with respert to 
disconnection and service termination, a prohibition against 
blocking, or authorizing the blocking of, customer access to a 
non-competitive retaU electric service when a customer is 
delinquent in payments to the electric utiHty or dectric 
services company for a competitive retaU dectric service. 
ESP 3 Order at 82. We find fhat the consiuner protections 
afforded by the statute would be defeated if CRES 
receivables are simply reclassified as a non-competitive 
retaU service under the POR program. 

(100) FinaUy, AEP Ohio maintains that it was unreasonable that 
the Commission created a greater liabiUty on the Company 
by denying tiie right to disconnert customers for non
payment of receivables, but did not approve the Compan/s 
proposed late payment fee to encourage timdy payment, 
despite the fart that other Ohio utiHties already impose a late 
payment fee of 1.5 percent for residential customers. 

(101) OCC responds that AEP Ohio cites no statute, rule, or 
precedent tiiat would require tiie Commission to consider 
fhe proposed late payment fee in the present proceedings as 
opposed to a future distribution rate case. OCC adds that, 
by reviewing this issue in a distribution rate case, the 
Conunission would be able to more thoroughly evaluate the 
impart of fhe proposed late payment fee on the affordabiUty 
of service. 

(102) The Commission reasonably determined, in the ESP 3 Order, 
that fhe merits of a late payment charge for residential 
customers woiUd be more appropriately addressed in a 
distribution rate case. K P 3 Order at 81-82. We find that 
our determination to more dosdy consider this issue was 
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reasonable and, accordingly, AEP Ohio's request for 
rehearing should be denied. 

(103) OPAE/APJN argue tiiat the Commission acted 
unreasonably and unlawfuUy when it found that a POR 
program would provide significant customer benefits, 
mduding the likdihood of increased numbers of active 
CRES providers and produrt offerings, and approved the 
estabHshment of the BDR, SpecificaUy, OPAE/APJN 
contend that the POR program wiU impose significant costs 
on customers without any quantifiable benefits; there is no 
evidence that additional CRES providers wiU enter the 
market as a result of the program; and there is no need to 
encourage competition in AEP Ohio's service territory, given 
the large number of CRES providers that are already 
competing for customers. Regarding the Commission's 
approval oi the BDR, OPAE/APJN assert that fhe 
Commission unlawfuUy shifted the coUection risk from 
CRES providers to aU distribution customers, in violation of 
RC. 4928.02(H). OPAE/APJN claim tiiat tiie BDR is 
unlawful, as it wUl collert generation related charges 
through distribution rates. 

(104) Accorduig to AEP Ohio, the Commission relied upon the 
record in finding fhat a POR program wiU provide customer 
benefits and increase competition. AEP Ohio asserts that the 
record evidence thoroughly supports the Commission's 
findings and that OPAE/APJN's arguments to the contrary 
are without merit Regarding die BDR, AEP Ohio contends 
that it was appropriate ior the Commission to approve the 
BDR in these proceedings as opposed to a base rate case and 
that the POR program was authorized for the bendit of 
shopping and non-shopping customers and, therefore, there 
is no unlawful subsidy or violation of R C 4928.02(H), 
contrary to OPAE/APJN's daims. 

(105) In the ESP 3 Order, the Commission found, based on fhe 
evidence of record, that a POR program wiU result in 
significant customer benefits, such as the HkeKhood of 
increased numbers of active CRES providers and produrt 
offerings in AEP Ohio's service territory, which occurred 
foUowing the implementation of a POR program in Duke's 
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service territory. We also modified AEP Ohio's proposed 
BDR, limiting the rider to incremental CRES receivables and 
generation-related uncoUectible expenses, in order to avoid 
tiie type of anticompetitive subsidy prohibited under R C 
4928.(6(H). In reaching these dedsions, we thoroughly 
considered and rejerted the arguments raised again by 
OPAE/APJN on rehearing. ESP 3 Order at 76, 81, 95. 
Accordingly, we find tiiat OPAE/APJN's request for 
rehearing should be denied. 

(106) RESA contends that it was unjust and urueasonable to 
require an industry review of the POR program through fhe 
MDWG, given that the POR program only impacts AEP 
Ohio and its customers. RESA asserts that the industry-wide 
MDWG, which already has a number oi issues to debate, is 
not the appropriate forum for a discussion of the 
implementation details of AEP Ohio's POR program. RESA 
points out that not aU members of the MDWG have an 
interest in AEP Ohio's POR program and that it is more 
reasonable for interested stakeholders to meet separatdy to 
discuss tiie implementation detaUs. RESA beHeves fhat a 
better approach is to direct that AEP Ohio submit, within 
60 days, a POR program plan that meets the requirements 
set forth by the Commission in the ESP 3 Oder. 

(107) In response, AEP Ohio notes that Hke RESA, the Company 
has concerns with the Commission's ddegation of issues to 
the MDWG. AEP Ohio beHeves, however, that RESA faUs to 
recognize that the Company wUl not implement a POR 
program that harms the Company, which wiU change the 
focus of the MDWG. AEP Ohio asserts that if the 
Commission sustains its modifications to the POR program 
proposed by the Company, the MDWG's efforts wUl consist 
of stakeholders attempting to create a POR program that 
results in no harm to the Company. AEP Ohio condudes 
that the Commission should deny RESA's request for 
rehearing on this issue and instead adopt the POR program 
proposed by the Company hi its appHcation and testimony. 

(108) The Commission recognizes that some partidpants in the 
MDWG may not be concerned with fhe implementation 
detaUs of AEP Ohio's POR program. In the ESP 3 Order, we 
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SpecificaUy directed that interested stakeholders should 
partidpate in the MDWG's process of devdoping a detaUed 
implementation plan to be filed by Staff. ESP 3 Order at 81. 
The Commission beHeves tiiat it is reasonable for a subset of 
the MDWG to address implementation of AEP Ohio's POR 
program. RESA's request for rehearing cm this issue should, 
therefore, be denied. 

(109) RESA argues that it was unjust and unreasonable to require 
that suppHer consoHdated billing and certain tariff language 
issues be discussed by the MDWG, without first establishing 
any parameters for such discussions, RESA, therefore, 
recommends that the Commission direct that Staff fUe a 
report by August 2015 that identifies how suppHer 
consolidated bilHng should be provided and addresses 
RESA's concerns regardmg tariff sheets 103-20D and 103-
41D. 

(110) AEP Ohio daims that RESA's proposal is aggressive and 
contrary to RESA's bdid that the MDWG aheady has 
enough to debate. AEP Ohio asserts that RESA's request for 
rehearing should be denied, as there is nothing in the record 
to elevate the issue of supplier cot^oHdated bUling to 
priority treatment through a quick report by Staff and an 
accderated process ahead of all of the other issues that the 
MDWG is currentiy discussing. 

(111) The Commission finds fhat RESA's request for rehearing 
should be denied. As stated in the ESP 3 Order, the 
Commission bdieves that the recommendations regarding 
supplier consoHdated biUing offered by Direct Energy and 
IGS and RESA's objections to the switehing provisions in 
tariff sheets 103-20D and 103-41D are appropriate for further 
discussion vwthhi the MDWG. ESP 3 Order at 81. However, 
as mentioned above, it was not the Commission's intention 
to establish a particular timeframe for the MDWG's 
discussions regarding these issues. The MDWG was 
established as a forum facUitated by Staff, in which issues 
related to the devdopment of the competitive market are 
discussed by interested stakeholders. CRBS Market Case, 
Finding and Order (Mar. 26, 2014) at 23. The Commission 
recognizes fhat a number of issues have already been 
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assigned to the MDWG for consideration, induding the 
recent addition of the detailed implementation plan for AEP 
Ohio's POR program, and we intend to address the 
MDWG's priority of current tasks by subsequent entry in 
anotiier proceeding. 

)C CAPITAL STRUCTURE AND COST OF CAPITAL 

(112) OCC maintains that a return on equity (ROE) of 10.2 percent 
is excessive, because it does not recognize that AEP Ohio is 
now a distribution only utiHty, without the greater risk 
assodated with a generation business, and that tiie 
Company coUects virtuaUy aU of its revenues from 
ctistomers through numerous riders. OCC adds that, since 
AEP Ohio's ROE of 10,2 percent was approved in the 
Distribution Rate Case, interest rates and other costs oi capital 
have decHned. OCC argues that the Commission's decision 
to adopt the ROE approved in the Distribution Rate Case is 
not based upon the facts of record, in violation of R.C 
4903.09. 

(113) AEP Ohio responds that the Commission considered the 
evidence in the record in making its determination regarding 
the ROE. AEP Ohio notes that the record contains a range of 
ROE recommendations from 9 to 11 percent and that the 
10J2 percent ROE adopted by the Cammission is wittiin that 
range, 

(114) In the ESP 3 Order, the Commission noted fhat the record 
reflects a range in ROE recommendations, from OCC's 
proposed ROE of 9.{X) percent up to AEP Ohio's requested 
ROE of 10,65 percent We further noted that OCC's 
recommended ROE is insuffident to enable AEP Ohio to 
maintain its financial integrity and protert its abiHty to 
attrart capital, whUe the Company's proposed ROE failed to 
adequatdy account for its reduced exposure to risk from 
regulatory lag in light oi the DIR and numerous other riders. 
For these reasons, the Commission found that it was 
appropriate to maintaki the ROE of 10.2 percent authorized 
for AEP Ohio in the Distribution Rate Case, which we 
SpedficaUy determined was just and reasonable, as wdl as 
supported by tiie evidence of record in the present 
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proceedings. ESP 3 Order at 84. OCCs arguments in favor 
of a lower ROE have already been thoroughly considered 
and rejerted by the Commission. ESP 3 Order at 83-84, We 
affirm our finding that, based on the record bdore us, 10,2 
percent is an appropriate ROE and, accordingly, find that 
rehearing on this issue should be denied. 

(115) AdditionaUy, OCC contends that the Commission should 
have considered other factors that merit a reduction to AEP 
Ohio's ROE, such as provider oi last resort (POLR), retail 
stabiHty, and capadty charges authorized in prior ESPs, 

(116) In response, AEP Ohio argues that OCCs attempt to 
incorporate issues rdated to the Company's POLR, rate 
StabiHty, and capadty charges from prior unrelated 
proceedings is improper and should be rejected. AEP Ohio 
contends that OCC should not be permitted to use ihe 
rehearing process to reHtigate its disagreement wifh how the 
Commission resolved those issues in the prior cases, AEP 
Ohio also points out that, if past or present decisions result 
in the Company's coUection of significantiy excessive 
earnings, the Commission wiU have Ihe abUity to remedy 
such overearnings in the manner set forth in R,C. 
4928.143(F). 

(117) The Commission finds no merit in OCC's contention fhat 
charges authorized in prior ESP proceecHngs should have 
been considered in the course of establishing AEP Ohio's 
ROE in the present cases. As discussed above, the ROE that 
we approved for AEP Ohio is properly based on the record 
bdore us. We find that OCC's request for rehearing is an 
attempt to reverse prior Commission orders and, therefore, 
it shoidd be denied. 

(118) lEU-Ohio argues that the ESP 3 Order is unlawful and 
unreasonable, because the Commission approved an ROE of 
10.2 percent based on the terms of the stipulation and 
recommendation (stipulation) adopted in the Distribution 
Rate Case, which expressly provides that it has no 
precedential effect lEU-Ohio notes that, in another 
proceeding, the Commission determined that fhe stipulated 
ROE from the Distribution Rate Case could not be reUed upon 
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by Staff to support its Htigation position. In re Ohio Poioer Co. 
and Columbus Southern Power Co., Case No. 10-2929-EL-UNC, 
Opmion and Order (July 2, 2012) at 34. lEU-Ohio contends, 
however, that the Commission, in the ESP 3 Order, has sent 
a dear message fhat any party that may seek to resolve 
contested issues through a settiement package must assume 
that the Commission wiU sdectivdy extrart one aspect of the 
settiement package and use it procedurally and 
substantivdy to resolve the contested issues in another 
proceeding, 

(119) OCC also claims that the Commission unreasonably 
approved an ROE that was agreed to as part of the 
comprehensive settiement in the Distribution Rate Case, 
which should only be considered reasonable hi the context 
of the entire stipulation and should not be used as precedent 
in these proceedings, consistent with the terms of the 
stipulation. 

(120) Regarding the fart tiiat tiie 10.2 percent ROE is consistent 
witti the recommended and adopted ROE from the 
stiptdation in the Distribution Rate Case, AEP Ohio points out 
that, although the Commission acknowledged this fart hi the 
ESP 3 Order, the Commission based its dedsion on the 
record. AEP Ohio adds that the Commission's recognition 
hi tiie ESP 3 Order of the stipulation in the Disfribwfion Rate 
Case is not inconsistent with the term of the stipulation 
prohibiting it from being died as precedent. 

(121) In tiie ESP 3 Order, we acknowledged that an ROE of 
10.2 percent was approved in the Distribution Rate Case, 
pursuant to a stipulation submitted by the parties in those 
proceedings, which was intended to have no precedential 
effert- However, we noted that, although the parties may 
agree that fhe provisions contained within a settiement 
agreement should not be used as precedent in other 
proceedings, such Hmitations do not extend to tiie 
CommissiorL ESP 3 Order at 84, citing ESP 2 Case, Opinion 
and Order (Aug. 8,2012) at 10. Further, as discussed above, 
the Commission determined that, based on the evidence of 
record in the present cases, it was appropriate to maintain 
AEP Ohio's ROE of 10.2 percent, given tiiat it feU within tiie 
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range of recommendations put forth by AEP Ohio and the 
intervenors, and would enable the Company to maintain its 
fiiancial integrity and abiHty to attrart capital, as weU as 
account for the Company's reduced exposure to regulatory 
lag hi Hght of tiie DIR and other riders. ESP 3 Order at 84. 
Accordingly, we find no merit in the arguments raised by 
lEU-Ohio and OCC and their requests for rehearing should, 
thus, be denied. 

XI. STATUTORY TOST 

(122) AEP Ohio requests that the Commission darify its 
determination that the proposed ESP, as modified, is more 
favorable in the aggregate than a market rate offer (MRO). 
SpecificaUy, AEP Ohio asserts that the modified ESP 
provides $53,064,000 in quantifiable benefits that would not 
be possible under an MRO, as opposed to the $44,064,000 
rdated to the Compan/s voluntary extension of the RVCR. 
AEP Ohio notes that the Conunission modified the 
Compan/s RDCR proposal to continue to indude $1 miUion 
aimuaUy, or $3 mUHon over the ESP term, to fund the 
Ndghbor-to-Neighbor biU payment assistance program to 
support at-risk and low^-income customers in tiie Compan/s 
service area. AEP Ohio further notes that the Commission 
direrted the Company to continue the Ohio Growth Fund by 
contributhig $2 milHon annually, or $6 milHon over the ESP 
term. AEP Ohio, therefore, contends that the Commission 
should include, in its analysis of the MRO/ESP statutory 
test, the additional $9 miUion in quantifiable benefits that the 
modified ESP provides, resulting in a total of $53,064,000 in 
quantifiable benefits over the ESP term that would not be 
possible under an MRO. 

(123) OMAEG repHes that although the Commission's 
modification of the ESP to indude $1 mUHon in annual 
ftmding for the NeigJibor-to-Ndghbor program over fhe 
term of fhe ESP wiU provide bUl payment assistance for at-
risk customers, it does nothing to aUeviate the disparate 
treatment of customer dasses when considering any 
potential quantitative benefits of the ESP. With respert to 
the $2 milHon annual funding for the Ohio Growth Fund 
over the term of the ESP, OMAEG asserts that although 
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such funding may provide some economic bene&t ior non
residential customers, the ratio of residential to non
residential quantitative benefits is stiU considerably skewed 
and, therefore, the Commission shoidd find that the ESP 
does not provide more customer benefits than would be 
avaUable under an MRO. 

(124) OCC disputes AEP Ohio's assertion that the annual funding 
of the Neighbor-to-Ndghbor program and the Ohio Growth 
Fund should be counted as quantitative benefits of the ESP. 
OCC argues that the funding for the Neighbor-to-Ndghbor 
program cannot be included in the statutory test, because the 
funding does not fit within any of the items specified in R-C 
4928.143(B)(2). OCC also points out tiiat the funduig for tiie 
Neighbor-to-Neighbor program would be avaUable under 
an MRO, in conjunction with a distribution rate case, and, 
therefore, the funding should be considered a wash, 
consistent with the Commission's method of performing the 
MRO/ESP analysis. With respect to the ftmding of the Ohio 
Growth Fund, OCC notes that the Commission direrted that 
shareholders contribute $2 miUion per year, or portion 
thereof, during the term of the ESP. OCC daims that the 
funding is, therefore, indeterminate and cannot be 
quantified as a benefit of the ESP. OCC also pomts out that 
the funding of the Ohio Growth Fund was not quantified by 
the Commission as part of the MRO/ESP analysis in AEP 
Ohio's prior ESP proceedings. 

(125) In the ESP 3 Order, the Conunission determined that the 
ESP, induding its pricing and aU other terms and conditions, 
induding any dderrals and any future recovery of deferrals, 
as modified by the Commission in the ESP 3 Order, is more 
favorable in the aggregate as compared to the expected 
results that would otherwise apply under R.C. 4928.142. 
With respert to quantitative benefits of the ESP, the 
Commission found that the modified ESP is better in the 
aggregate than an MRO by $44,064,(X)0, which is the amount 
assodated with AEP Ohio's voluntary commitment to 
continue the residential distribution credit over ttie course of 
the ESP term. ESP 3 Order at 94-95. We agree with AEP 
Ohio that the funding for the Neighbor-to-Neighbor 
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program and the Ohio Growth Fund provides a knovwi 
quantifiable benefit under the ESP. Contrary to OCCs 
assertion, there is no guarantee that such funding woidd be 
the outeome imder an MRO, in conjunction with a 
distribution rate case. In response to OMAEG, we note that 
the MRO/ESP test set forth in R.C. 4928.143(C)(1) does not 
require that the quantifiable benefits of an ESP apply to aU " 
customer dasses or fhat we undertake a class-by-dass 
analysis in our evaluation of the ESP. Rather, the statute 
requires consideration of whether the ESP is more favorable 
in the aggregate than an MRO. As we stated in the ESP 3 
Order, the Commission must ensure that the modified ESP 
as a total package is considered. ESP 3 Order at 94. 
Accoimting for the additional benefits of the Ndghbor-to-
Ndghbor program and the Ohio Growth Fund, we find that 
the ESP, as modified, results in a total of $53,064,000 in 
quantifiable benefits over the ESP term that would not be 
possible under an MRO. Accordingly, AEP Ohio's request 
for darification on this issue should be granted. 

(126) In its appHcation for rehearing, OCC contends that the 
Commission unreasonably and unlawfully found that the 
ESP, as modified, is more favorable in the aggregate to 
customers than an MRO, and that fhe Commission exceeded 
its authority in performing the statutory test Spedfically, 
OCC daims that the $44,064,000 attributable to the 
residential distribution credit should not be considered a 
quantitative benefit of the ESP, because fhe credit was 
aheady recognized as a t>enefit of the prior ESP. OCC 
beHeves that the continuation of the credit is merdy a 
mechanism to mitigate access revenue coUection under the 
DIR and is, therefore, not a benefit afforded by the new ESP. 
With respert to the placeholder PPA rider, OCC argues ihat, 
ii costs are experted to be recovered during the ESP term, a 
determination cannot be made as to whether the ESP is more 
favorable tiian an MRO, because AEP Ohio has faUed to 
sustain its burden of proof on this issue. Next, OCC 
maintains tiiat the Commission faUed to recognize the costs 
assodated with the DIR in its analysis oi the statutory test 
OCC maintains that ttie statutory test does not aUow the 
Commission to account for the results of a distribution rate 
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case in its analysis and, even if it does, die Commission must 
compare the additional revenues coUected under the DIR to 
the revenues that would be coUected by means of a 
distribution rate case. FinaUy, according to OCC, qualitative 
benefits should not be induded and conadered as part of the 
statutory test and, in any event, consumers do not benefit 
irom any of fhe quaUtative factors identified by the 
Commission. In particular, OCC daims that the 
Commission erred in identifj^g, as quaUtative benefits of 
the ESP, AEP Ohio's prior commitment to unplement fuUy 
market-based rates; improved system reHabiHty through the 
DIR and other distribution riders, with no recognition of the 
accderated cost recovery; and the furtiierance of state poHcy 
objectives set forth in R.C 4928.02, without adequate 
explanation in violation of R.C 4903.09. OCC adds that, 
whUe the Commission must review an ESP to ensure that its 
provisions do not violate state poHcy, only those items 
expressly listed in R.C. 4928.143(B) can be considered a part 
of the ESP for purposes of tiie test performed under R.C. 
4928.143(q(l). 

(127) OMAEG also argues that the Commission erred in 
determining that AEP Ohio's proposed ESP, as modified, is 
more favorable in the aggregate ttian an MRO. SpecificaUy, 
OMAEG asserts tiiat the Commission's determmation that 
the ESP is quantitatively more favorable in the aggregate 
than an MRO over the term of the ^ F , by $44,064,000, is 
misleading, as the $44,064,0(K) wiU benefit only the 
residential ratepayers. OMAEG further asserts that it is 
undear as to whetiier the qualitative benefits associated witii 
continuation oi the DIR and other distribution related riders 
will come to fniition witiiout the imposition of additional 
distribution costs on ratepayers during the term of the ESP. 
Next, OMAEG contends that, if moving more quickly to 
market-based pricing than would be expected imder an 
MRO represents a qualitative benefit of the ESP, as the 
Commission claims, then establishing the PPA rider as a 
finandal limitation on shopping that would purportedfy 
aUeviate the risk associated with market-based pricing 
represents a step in the opposite direction and is not a 
benefit of the ESP. FinaUy, OMAEG maintains that. 
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although the PPA rider and BDR have been set at zero as 
placeholder riders, die Commission must neverthdess 
consider the effert that the estabHshment of those riders in 
an ESP wiU have on customers, induding AEP Ohio's future 
recovery of costs, as compared to tiie expected results that 
would otiierwise apply under an MRO. 

(128) AEP Ohio replies tiiat the continuation oi the residential 
distribution credit wiU provide a substantial quantitative 
benefit during the ESP term, because, absent the Compan/s 
volimtary commitment to continue the credit, residential 
rates would increase on June 1, 2015, by the amount of the 
credit. AEP Ohio adds that there is no basis for OCCs 
contention that the credit is a mechanism to mitigate excess 
revenue coUection under the DIR. In response to OMAEG, 
AEP Ohio points out that fhere is no requirement fhat fhe 
quantifiable benefits of an ESP must apply to aU customer 
dasses in order to be counted for purposes of the statutory 
test AEP Ohio also asserts that the $2 miUion annual 
funding required by the Commission for the Ohio Growth 
Fund provides quantifiable benefits for aU customers. Next, 
AEP Ohio argues that the incremental costs of the DIR, 
ESRR, and other distribution riders are properly excluded 
from fhe MRO/ESP analysis. AEP Ohio points out tiiat, 
despite OCC's position to the contrary, nothing in the 
language of R.C 4928.143(Q(1) or any rule of stahitory 
construction requires the Commission to ignore the results 
of the inevitable distribution rate cases that would occur 
during the period of the alternative MRO, in order to enable 
the dectric distribution utiHty to maintain and improve the 
quaUty and reHabiHty of its distribution services. With 
respert to the placeholder BDR and PPA rider, AEP Ohio 
notes fhat, where the future costs of placeholder riders are 
unknown or spectdative, ihe Conunission has properly 
declined to include any estimates of such riders' costs in the 
MRO/ESP analysis. AEP Ohio asserts that there is no better 
estimate of the projerted cost impart of both riders than 
zero. Regarding non-quantifiable benefits, AEP Ohio 
contends that the statutory test does not require the 
Commission to ignore the non-quantifiable provisions of an 
ESP that provide significant benefits when determining 



Attachment C 
Page 55 of 58 

13-2385-EL-SSO -55-
13-2386-EL-AAM 

whether the ESP is more favorable in the aggregate 
compared to the experted results that an MRO would 
provide. AEP Ohio also maintains that OCC mistakenly 
conflates the provisions of tiie ESP witti the benefits that 
those provisions provide. In response to OCC's argument 
that ttie more rapid implementation of market based rates is 
not a quaUtative benefit of the ESP, AEP Ohio emphasizes 
fhat, if the Company had substituted an MRO for its 
proposed ESP, the progress towards completion of the 
transition to competition would have become much more 
uncertaiiv with adverse repercussions for aU stakehdders. 
Next, A ^ Oho contends that it is appropriate for the 
Commission to take into accotmt when evaluating whether 
and to what extent an ESP is more favorable than an MRO, 
instances where the provisions of the ESP provide bendits 
by prom.oting the state polides enumerated in RC. 4928.02 
in ways that the MRO may not be able to do. AEP Ohio 
beHeves ihat OCC's critidsm again confuses the restriction 
that an ESP may only mclude items Hsted in R.C 4928,143(B) 
with the need to evaluate the benefits, quantitative and 
qualitative, that those items provide in performing the 
MRO/ESP analysis required by the statute. AEP Ohio also 
notes that the Commission, throughout the ESP 3 Order, 
specificaUy identified how particular ESP provisions 
promote specific aspects of state poHcy. FinaUy, AEP Ohio 
responds to the arguments of OCC and OMAEG that the fart 
that there is not an absolute committnent from tiie Company 
not to file a distribution rate case during the ESP term does 
not diminish the condusion that the DIR, ESRR, and other 
distribution rdated riders wiU mitigate the potential need 
for such a rate case and the associated time and expense. 

(129) The Commission finds that OCCs and OMAEG's requests 
for rehearing shotild be denied. InitiaUy, we affirm otu* 
finding that the ESP, as modified, is more favorable in the 
aggregate than the expected results under R.C 4928,142. 
ESP 3 Order at 94r-95. In response to OCCs daims regarding 
the residential distribution credit, we again note that AEP 
Ohio has voluntarily agreed to extend the credit, which 
would otherwise expire on May 31,2015, and, therdore, it is 
a quantifiable benefit in the amount of $44>,064,000 over the 
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three-year term of the ESP. ESP 3 Order at 94. There is no 
evidence in the record that hidicates that the residential 
distribution credit is necessary to mitigate excess revenue 
coUection under ihe DIR," as OCC claims, and there is no 
requirement to perform a dass-by-class amalysis, contrary to 
OMAEG's position. Further, we affirm our finding that it is 
not necessary to attempt to quantify the impart of the PPA 
rider or BDR in the M R O / ^ P analysis, given that botii 
placeholder riders have been set at zero, and any future costs 
associated with these riders are unknown and sul^ert to 
future proceedings. ESP 2 Case, Entry on Rehearing (Jan. 30, 
2013) at 9; ESP Order at 94. We also affirm that it was 
unnecessary to consider the revenue requirements 
associated with the DIR, ESRR, and other approved 
distribution rdated riders, because the results should be 
considered the same whether incremental distribution 
investments and expenses are recovered through the ESP or 
through a distribution rate case, in conjunction with an 
MRO. In re Ohio Edison Co., The Cleveland Elec, Illuminating 
Co., and The Toledo Edison Co., Case No. 12-1230-EL-SSO, 
Opinion and Order 0uly 18, 2012) at 55-56; ESP 3 Order at 
94. 

(130) Turning to OCCs and OMAEG's arguments rdated to fhe 
quaUtative benefits of the ESP, the Commission again finds 
that that there are indeed qualitative benefits that make the 
ESP, as modified by the Commission, more favorable in the 
aggregate than the experted results under R,C, 4928.142. We 
previously determined that the ESP furthers the state policy 
found in R.C. 4928.02; enables AEP Ohio to unplement fuUy 
market based prices as of June 1,2015; and should enable the 
Company to hold base distribution rates constant over the 
ESP period, whUe making significant investments in 
distribution infirastructure and improving service rdiabiHty, 
As noted in the ESP 3 Order, the evidence of record reflects 
that these are additional benefits that wiU occur as a result of 
ihe ESP. ESP Order at 95. We, therdore, do not agree with 
OMAEG's assertion that these benefits are not Hkdy to come 
to fruition We also disagree with OCC's contention that the 
non-quantifiable provisions of an ESP may not be 
considered hi conducting the MRO/ESP analysis. RC. 
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4928.143(Q(1) specificaUy requires the Commission to 
determine whether the ESP, induding not only pridng but 
also aU other terms and conditions, is more favorable in the 
aggregate tiian an MRO. We agree with AEP Ohio that OCC 
wrongly conflates the restriction that an ESP may only 
hiclude items Hsted hi R C 4928.143(B) witii the need to 
weigh fhe quantitative and quaUtative benefits that those 
items provide, in performmg the MRO/ESP test FhiaUy, we 
thoroughly explained and reUed upon the evidence of record 
in enumerating specific qualitative benefits oi the ESP. 
ESP 3 Order at 95. Regarding the more rapid 
implementation of market based pridng afforded by the 
ESP, we agree witii AEP Ohio that if the Company had 
proposed an MRO instead of an ESP, the completion of fhe 
transition to such pricing would have been more imcertain. 
We also bdieve that it was appropriate to note that ihe ESP 
promotes the state poHdes enumerated in RC. 4928.02, hi a 
manner fhat may not be possible under an MRO, and we 
explained throughout the ESP 3 Order how specific 
provisions of the ESP promote state policy, contrary to 
OCCs claims. FinaUy, we find that although AEP Ohio has 
not committed to refrain from initiating a distribution rate 
case during the ESP term, the fart remains that the DIR, 
ESRR, and other distribution rdated riders should enable the 
Company to hold base distribution rates constant over the 
term of the ESP, whUe continuing to invest in distribution 
infrastructure and improve service reHabiHty. 

It is, therefore, 

ORDERED, That the appHcations for rehearing of the Cormnission's February 25, 
2015 Opinion and Order be denied, in part, and granted, in part, as set forth hexem. It 
i5, further. 
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ORDERED, That a copy of this Second Entry on Rehearing be served on aU 
parties of record. 

THE PqBLIC UTIUTIES COMMISSION OF OHIO 

L^ ^ fic9C^ 
Andre T. Porter, Chairman 

Asim Z. Haque T h o n ^ W. Johnson 

SJP/GNS/sc 

Entered in the Journal 
HAY 2 ^ 201$ 

Barcy F. McNeal 
Secretary 
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