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BEFORE
THE PUBLIC UTHLITIES COMMISSION OF OHIO

"REBUTTAL TESTIMONY OF
WILLIAM A, ALLEN
ON BEHALF OF
OHIO POWER COMPANY

PERSONAL DATA

Q. PLEASE STATE YOfBR NAME AND BUSINESS ADDRESS.

A. My name is William A. Allen, and my business address is 1 Riverside Plaza, Columbus,
Ohio 43215.

Q. PID YOU PRESENT DIRECT TESTIMONY IN THIS PROCEEDING?

A, Yes.

PURPOSE OF TESTIMONY

Q. WHAT IS THE PURPOSE OF YOUR TﬁSTIMﬁONY?

A The pﬁrpose of 1y testimony 1s to rebut certain claims made by various parties in this
case related to the Power Purchase Agreement {PPA) rider, the Storm Damage Recovery
Rider (SDRR), and carrying costs on regulatory assets. Specifically, I will show that 1)
the most appropriate estimate of the PPA rider shows a uet customer benefit of $8 million
over the ESP fermy; 2) the PPA nider provides a price stabiiiiing tool for all customers that -
is not available through other mechanisms; 3) the proposed modifications to the
Company’'s SDRR are mappropriate and inconsistent with historical rate making
treatment and 4) the weighted average cost of capital is the most appropriate carrying cost
to apply to regulatery assets that have deferrals longer than a vear.

Q. WHAT EXHIBITS ARE YOU SPONSORING?

Al Y am sponsoring the following exhibits:
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Exhibit WAA-RI Impact of Staggered and Laddered SSO Auctions

Exhibit WAA-R2 PPA Rider Mitigation of Market Price Changes

Exhibit WAA-R3 Summary of CRES Offer Terms

Exhibit WAA-R4  Spmmary of CRES Offer Price Changes

Exhibit WAA-RS Upper Arlington Governmental Aggregation Price Changes
Exhsbit WAA-RG  Respomse fo Staff Data Request 6-010

Exlubit WAA-R7 Response to Staff Data Request 6-008

POWER PURCHASE AGREEMENT RIDER

STAFF WITNESS DR. CHOUEIKI STATES ON PAGE 10, LINE 16, THROUGH
PAGE 11, LINE 3, THAT MARKETY PRICE VOLATILITY CAN BE
AMATIGATED BY STAGGERING AUCTIONS FOR SSO PROCUREMENTS AND
LADDERING MULTIPLE A{}C;EION PRODUCTS FOR SS0O PROCUREMENTS
MORE EFFECTIVELY THAN THE PPA RIDER. HE ALSO MAINTAINED
THE POSITION DURING CROSS EK&@HNATION THAT THESE TWO TOOLS
ALONE ADEQUATELY MANAGE MARKETY PRICE VOLATILITY (IR XII
AT 2924, 2933-34, 2936). DO YOU AGREE WITH THESE CONCLUSIONS?

No. Frrst, 1t is important to recognize that staggering and laddering only impacts the SSO
price and does not impact the price paid by shopping customers. Second, staggering and
laddering only smooth the impact of price changes for S5O customers and cannot
ipitigate fundamental changes m markef prices. I do agree that staggering auctions for
S8O procurements can address some of the nisk of market volatilify resulting from short
term changes in forward matket prices for a comparable product. Exhibit WAA-RI, page

1, shows that for the FirstEnergy SSO auctions the blending of October 2013 auctions
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with Jammary 2014 auctions mitigated half of the auction price increase of §4.92/MWh
and $8.32/MWh that occurred in January of 2014 for the two products procured in those
auctions. Laddering auction products has the effect of mitigating short-term changes in
market prices for SSO customers. But as AEP Clic witness Dr. McDermott testifies in _
his festimony, the SSO laddering only addresses short-ferm volatility and has no
mitigating impacts on long-term volatility. In addition, the use of this auction design
method can also have unintended consequences that should be carefully considered. As
an example, laddering auction products essentially averages capacity clearing prices
across multiple planning years. If 2 this laddering averages a high near term capacity
price with lower fufure capacity prices, CRES providers may not be able to offer
competitive one year products that include that high capacify price. Because the SSO
determines the price fo compare that drives shopping decisions by retail customers, this
kind of price impact could affect CRES providers’ ability to compete with the SSO
during a particular period. Finally, to the extent there are some benefits of staggering and
laddering, that strategy should not be used to the exclusion of further efforts that can
provide an additional rate stabilization impact for all customers.

By confrast, the PPA rider is fundamentally different and unique from the
staggering and.laddering options that Staff witness Dr. Choueiki supports. The PPA rider
by design moves in a manner counter to market prices. Exhibit WAA-R2 provides an
example of how the PPA rider can mitigate the 1mpact of market price changes for both
SSO énd shopping .customers. This exhibit demonstrates that a PPA rider, including only
the OVEC entitlement, would mitigate $0.35/MWh of a $5/MWh change in market prices

or 7% of that change. In addition, this exhibit demonstrates that an expanded PPA rider

(V3
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inchiding 3,000 MW of generating capacity would mitigate $2.39/MWh of & $5/MWh
change m market prices or 48% of that change. Moreover, becanse the PPA rider would
not affect the price fo compare, it wonld not adversely affect the competitive retail
market,

Staff witness Dr. Chouetki states that there are two tools that the Commission
curtently can use to mifigate price volatility and that these tools should be used
exclusively (Tr. XI at 2924). The PPA rider is another tool that the Conumnission should
recognize as beneficial fo providing added price stability for customers. Given the
importaiice of rate stability to retail customers there is no good reason to exclude such
effective tools from the Conmmissions regulatory tool box.

EXELON WIINESS CAMPBELL STATES AT PAGE 15 LINE 23 THROUGH
PAGE 16 LINE 2 OF HIS DIRECT TESTIMONY “IN CONTRAST, ABSENT
THE RIDER PPA CHARGE, A COMPETITIVE SUPPLIER CAN OFFER A
CUSTOMER A STABLE, LONG TERM, FIXED PRICE AT A MUCH LOWER
RATE THATIS RﬁFLECTW OF MARKET PRICES.” DO YOU AGREE?

No. While it is theoretically possible that a competitive supplier could offer long tenn
stable offers, the fact is that they do not currently do so. 1 have used data from the
Conpnission’s Apples-to-Apples web page fo review the current Competitive Retail
Electric Service {CRES) offerings to residential customers across all six Ohio Electric
Distribution Utilities (EDUs). This data demonstrates that CRES providers are not
offermg long term stable offers. In fact, the vast majority of offers (72.4%%) are for terms
of 12 months or less and there are no offers in the AEP Ohio service territory exceeding

36 months. I have included a summary of this data in Exhibit WAA-R3. "The short-term
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nature of these contracts results in customers needing t0 sign new contracts on a regular
basis which creates volatility for customers as they tramsition from one contract to
another. Based upon a review of CRES offerings of comparable terms oue can see that
this transition can result in significant volatility in the form of generation rate changes of
at least 9.7% and up to 48.4% over the most recent 12-month period. I have included a
summary of this data in Exhibit WAA-R4, The same phenomenon can occur for
customers served by CRES providers through governmental aggregation. As shown m
Exhibit WAA-RS, the CRES pricing for customers served under the Upper Arlington
governmental aggregation program will see their price increase from 5.5345 ¢kWh to 7.84
¢/AWh, or just over 41%. this year.

The risk of shopping customers seeing significant price volatilify is exacerbated
by the fact that many CRES confracts for residential customers mclude a rollover
provision that automatically enrolls the custoiner in a new narket based variable rate plan
or a fixed rate plan unless the customer the customer takes action. Unless the customer
takes proactive action, a new and potentially higher rate umilaterally charged by the
CRES provider will automatically apply.

DOES THE APPROACH RECOMMENDED BY STAFF WIINESS DR.
CHOUEIKI ADDRESS MARKET VOLATILITY ASSOCIATED WITH CRES
OFFERS OR GOVERNMENTAL AGGREGATION?

No. The exclusive use of S5O anction iad(iez'ingfstaggez'ing recommended by Staff does
nothing to address this market volatility,

OCC WITNESS WILSON TESTIFIED THAT THE COSf OF THE PPA RIDER

WOTULD BE 5116 MILLION (DIRECT TESTIMONY PAGE 9, LINE §) OVER



[S]

14

I35

16

21

22

23

Al

THE THREE YEAR TERM OF THE ESP. IEU WITNESS MURRAY INDICATES
IN HIS DIRECT TESTIMONY (IEU EX. 1A AT 12) THAT HE BELIEVES THE
PPA RIDER IMPACT DURING THE ESP TERM WILL BE $82 MILLION.
HAVE YOU REVIEWED THE ANALYSIS THAT OCC WITNESS WILSON
USED TO COME TO THIS CONCLUSION?

Yes. In reviewing OCC witness Wilsen’s analysis that was provided in response to a
discovery request I determined that his analysis was fundamentally flawed in a pumber of
ways that make his results voreliable.

CAN YOU DESCRIBE THE FLAWS THAT YOU IDENTIFIED?

Yes, OCC witness Wilson’s analysis included the following flaws:

st

i faiied to use the most current forecast data for the OVEC cosis:

o

It failed to redispaich the units based upon the updated market prices inchided in
bis analysis;

3. The marke! prices used in the analysis are not shaped by howr during the day and
instead use a single price for all on-peak hours and a single price for all off-peak
hours and inappropriately combines this with the company’s dispatch that
included shaped p_rices; and

4. It arbitrarily reduced the projected output of the units based upon an overly
selective set of historical data.

EXPLAIN BOW OCC WITNESS WILSON FAILED 70 USE THE MOST
CURRENT COST ESTIMATE.
The failure to use the most current OVEC cost estimate resulis in a sigmficantly

overstated and mcorrect estumate of the PPA rider over the term of the ESP. On page 6.
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line 18, through page 7, line 1, of OCC witness Wilson’s testimony he states that he
“revised the projected Demand Charges to use the actual forecasts provided by OVEC.”
He also states on page 12, lines 8 through 10, that $10 million in ammual demand charge
savings estimated by the Company does not appear to be sufficiently supported. He fails
to recognize that the current forecast of OVEC costs (provided by OVEC) which was
provided to the parties, including OCC, in response to OEG INT-2-004 (IEU Exhibit &)
demonstrated that expected demand charge savings exceeded those estimated by the
Company. Recognition of data available to OCC at the fime of the preparation of their
testimony demonstrates that the $30.4 million adjustnient included oanabie 3 of his
testunony is inappropriate. IEU witness Murray also fails to account for the updated
OVEC cost data in his estimate of the PPA nider.

EXPLAIN HOW OCC WITNESS WILSON FAILED TO REDISPATCH THE
UNITS BASED ON THE UPDATED MARKXET PRICES.

The failure to redispatch the units based upon the updated market prices included i his
analysis results iﬁ revenues that do not align with the inarket prices that create the
revenues. As an example, in the first month of his forecast there are hours where the
market price in his forecast exceeds the variaﬁie cost of production for the OVEC uniis
by approximately $15/MWh and vet his model recognizes no revemue for that hour. See
AFEP Ohio Exhibit 22 (howrs 1 through 7. hour 24). Based on a margin of $15MWh and
a maxmmum ontput of 437MW, for every hour that his model fails to reflect appropriate
dispatch revenues are understated by over $6,500. In the first month of his forecast this
occurred 61 times which understated revenues by approximately $400,000. Similarly, in

the second month of his forecast there are 37 hours where the market price in his forecast
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exceeds the variable cost of prodaction for the OVEC unit:; by approximately $28/MWh
and vet his model recognizes no revenue for that howr resulting 1o an vnderstatement of
reveries of over $430,000. In January of 2016, his analysis has a similar problem but in
this case both the or and off-peak prices exceed the variable cost of the OVEC units Ey a
considerable amount and there are 102 of 744 hours in the month where the units should
be economically dispatched and his model fails to do so. These same errors persist
throughout his analysis, over 10% of the total howrs in the three year forecast period, to
such a degree as to make the analysis unreliable and unusable.

EXPLAIN HOW OCC WITNESS WILSON FAILED TO USE SHAPED HOURLY
MARKET PRICES USED IN HIS ANALYSIS.

The market prz'_ces used in the analysis are not shaped’ by hour during the day and instead
use a single price for all on-peak hours and a single price for all off-peak houss and
inappropriately combines this with the compauy’s dispatch that included shaped prices.
To the extent that his forecast shows the OVEC uaifs not dispatching af the beginning of
a peak pertod in a given day, his analysis understates the revenues associated with the
generation during the higher priced peak hours that a shaped price would ;}iodnce. An
exaimpie of this flaw in his apalysis shows up in the 0708, 0800 and 2200 hours of e 1,
2015 — the first day in his analysis — and persists lroughoutf. While I've observed that
this 15 a flaw m his analysis 1 have not attemapted to quantify the magnitude of the mapact.
This provides another example of the substantive flaws underlying OCC witness

Wilson’s testimony provided to the Commussion.

! Forward prices rypically inciude a single price for the en-peak period and a single price for the off-peak period for
each month. The shaping of prices by hour recognizes that prices change in a gradual manner throughout the hours
of the day and do not make a step change at the dividing line between on-peak and off-peak. As an example. while
10 AM and 4 PM on a weekday are both peak hours, the projected price using shaped prices would show a lower
price for 10 AM and a higher price for 4 PM.
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EXPLAIN HOW OCC WITNESS WILSON ARBITRARILY REDUCED THE
PROJECTED OUTPUT OF THE UNIIS USING A SELECTIVE SET OF
HISTORICAL DATA.
OCC witness Wilson’s analysis reduced the projected output of the units based upon an
overly selective set of historical data. His reduction in the output of the umits by
approximately 25% relies on only two years’ worth of data - 2012 and 2013. His analysis
assumes a projected capacity factor of approximately 50%. Other than in 2012 and 2013
when the OVEC umits had environmental tie in outages and dispatched in a piore limited
fashion due to extremely low market prices the OVEC units have historically had
capacity factors of approximately 75%. The use of capacity factors that are well below
those that wouid be expecied for these units based vpon projected market prices results in
a significantly overstated cost of the PPA nider. As such, the Conunission should not rely
upon the quantification of the “Impact of updated generation quantities™ provided In
Table 3 of OCC wiiness Wilson’s testinony.

Lastly, OCC witness Wilson provides as estiniate of the “Impact of Updated AD
Hub prices” 1 Table 3 of his testimony. While I am not disputing (or agreeing with) the
accnracy of the AD Hub prices that are included 1 the analysis, the hopact of his updated
prices was caleulated using the same flawed approach that I have previously described
and as such cammot be relied upon.
DO YOU BELIEVE THAT THE COMMISSION SHOULD RELY ON THE
ANALSYSIS REGARDING THE QUANTITATIVE IMPACT OF THE PPA
RIDER PRESENTED BY IEU WITNESS MURRAY OR OCC WITNESS

WILSON?
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Q.

No. [D’ve previously discussed the flaws in each of their analysis which renders each
unrehiabie for use by the Commission. The most appropriate estimate of the PPA rider
over the ESP period is the estimate provided as AEP Exhibit 8A which showed a net

credit of $8 million over the three vear period.

STORM DAMAGE RECOVERY RIDER

IN STAFF EXHIBIT 12 AND DURING CROSS-EXAMINATION, STAFF
WITNESS LIPTHRATT RECOMMENDED CONSIDERATION OF EXPENSES
AND REVENUES ASSOCIATED WITH MUTUAL ASSISTANCE SERVICES

BEING PROVIDED TO OTHER UTILITIES AS AN OFFSET TO THE

- PROPOSED STORM RIDER RECOVERY. HOWEVER, STAFF WITNESS

LIPTHRATT INDICATED HE WAS UNAWARE IF¥ MUTUAL ASSISTANCE
COSTS AND EXPENSES WERE ALREADY INCLUDED RATES, WILL YOU
PLEASE EXPLAIN?

Yes, Staff witness Lipthratt’'s assumptions about Olio Power’s rates are incorrect,
Revenues and expenses associated with mwtnal assistance provided to other utilities are
not mcluded 1n rates or in the storm threshold baseline established by the Comnussion. as
proposed by Staff in prior cases.

First and foremost the expenses and revenues associated with providing mutual
assistance to peer utilities in emergencies are not included in base rates. Staff witness
Lipthratt had that information available to him in this case in the response to Staff Data
Request 6-010, where the Company indicated that these mutual assistance expenses and
revenues are included in Account 186. (See Exhibit WAA-R6) Account 186 is not

included in base rates. Staff witness Lipthrait’s recommendation is based entirely on a

10



[§%]

(¥}

14
15
le

17
18
19
20
21

22

false premise that costs associated with providing muifual assistance for peer ufilities,
such as food, travel, lodging, etc., are included in base rates. The costs associated with
providing mutual assistance to peer untilities are not included I base rates and as such it
would be improper to credit the revenues that offset the cost of providing nmitual
assistance in the SDRR.
STAFF WITNESS LIPTHRATT STATES ON PAGE 5, LINES 1 THROUGH 3,
“THE FIRST 40 HOURS THAT THE EMPLOYEE WORKS IN A WEEK IS
CONSIDERED TO BE IN BASE RATES AND SHOULD NOT BE INCLUDED IN
THE SDRR REVENUE REQUIREMENT.” DO YOU AGREE WITH HIS
RECOMMENDATION?
No. Staff witness Lipthrait’s recommendation is based upon the false premise that the
first 40 hours that an employee works in a week is included in base rates. When Staff
witness Hecker recommended the $5 million basehne for major storm expenses, his
analysis was based upon the Company’s policy to categorize incremental storm cost.
Staff witness Lipthratt supports his recommendation with the following statement on
page 5, lines 9 through 13, of his testimony: |

“When rates are calculated i a base rate case, Staff determmines the

number of emiployees that typically work in a week and multiplies 1t by 40

hours and the wage rates to amive fo an amouat of labor to be mncluded in

base rates. Therefore, theoretically, the pay for the first 40 hours in a

week for management and union employees is included in base rates.”
This statement does not reflect how base rates were determined mn the Company’s most
recent base rate case, Case No 11-351-EL-AIR, et al. The Staff analysis that was the
basis of the revenue requirement determined i that case used acfual expenses for the test

vear and did not mclude a projected level of labor as indicated by Staff witness Lipthratt.

11



b2

)

10

i1

iz

14

I5

16

WHAT WAS YOUR INVOLVEMENT IN CASE NO. 11-351-EL-AIR ET AL?

At the time. my position was Director of Regulatory Case Management and my group
was responsible for the preparation of that c-ase as well as the review of the Staff Report
that was filed i that case. I personally reviewed or directed the review of the
recommiendations included i the Staff Report. I also participated in the settlement
discussions that lead to resolution of the proceading.

STAFF WITNESS LIPTHRATT INDICATED THAT HE DID NOYT REVIEW
ANY COMPANY UNION CONTRACTS OR EXEMPT EMPLOYEE POLICIES
(TR. VOLUME VII AT 1699 AND 1702) TO DETERMINE THE RIGHTS AND
RESPONSIBILITIES OF THE COMPANY IN FAYMENT OF EMPLOYEES
EOR MAJOR  STORM RESTORATION E¥FORTS FOR  HIS
RECOMMENDATION PROPQOSED IN STAFF EXHIBIT 1i. DOES HIS
RECOMMENDATION ON OVERTIME PAYMENT PROPERLY REFLECT
THE EXISTING CONTRACTS OF OHIO POWER?

No, Staff witness Lipthtratt again ignored the inforination avatlable to him in Staff DR 6~
008 (see Exhibit WAA-R7) that discussed the incremental nature of labor and overtime

and where to ook for more information. Staff DR 6-008 discussed the unique accounting

codes for major storms and the accounting of storms consistent with the Staff witness

Hecker’s approach in Case Nos. 11-346-EL-8S0 and Conipany Mitchell’s Exhibit TEM-
2 in Case No. 12-3255-EL-RDR (the 2012 storm case Staff witness Lipthratt relies upon
exclusively in cross examination). As indicated in the response provided Staff witness
Lipthratt, all applicable incremental major storm O&M expenses mcluding Company

overtime are paid in accordance with its policies and contract labor are inchided in the
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monthly determination of the over/under deferral calculation compared to the $5 million
magor storm threshold.

However, Staff withess Lipthratt failed to review those contracts and policies of
Ohio Power i making his reconumendation that the Commission simply start storm
damage recovery for labor at the forty-first hour of every employee. Stonmn restoration
response is different than the normal work day. Major storm restoration personnel work
16 hour days. sometimes in extreme conditions, {0 restore power as quickly and safely as
possible. Emplovees can be reassigned away from home to other parts of the state to
assist in the effort and the Company labor contracts all recognize the heightened nature of
major storm restoration response and adjust the overtime in a non-discretionary manner
in reaction to the major storm. Staff witness Lipthratt’s broad recommendation ignores
the realities and intricacies of the Ohio Power contracts and policies while minimizing
the restoration efforts of our dedicated staff and field workers.

In addition, the historical $5 million average has been approved by the PUCO and
it included all Company personnel over_time. If Staff now recommends 1n this
proceeding, converting incwrred Compauy paid overtune to straight fime, if st

recommesd & comnparable decrease in the $3 nillion threshold.

CARRYING COSTS ON REGUEATORY ASSETS

Q.

STAFF WITNESS LIPTHRATT STATES AT PAGE 3 LINES I8 THROUGH 21
“STAFF BELIEVES A CARRYING CHARGE BASED ON THE LATEST
APPROVED COST OF LONG-TERM DEBT SHOULD BE APPLIED 1O ANY
DIFFERENCE BETWEEN THE TOTAL MAJOR STORM COST AND THE §5

MILLION BASELINE AT THE END OF THE PREVIOS CALENDAR YEAR.”

i3
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- BO YOU BELIEVE THAT IT IS APFROPRIATE TO USE A LONG-TERM

BEBT RATE TO CALCULATE CARRYING COSTS ON REGULATORY
ASSETS LIKE THOSE ASSOCIATED WITH THE SDRR IF RECOVERY IS
EXTENDED BEYOXND ONE YEAR?

No. The Company’s assets are financed with a combmation of debt and equfy. To the
extent that the company carries additional assets, a regulatory asset m this case, for a
period of greater than one year it is appropriate that the carrying costs reflect the
Company’s weighted average cost of capital (WACC). The WACC refiects the cost of
financing the entire Conspany. including regulatory assets. To assign a long-term debt
rate to a regulatory asset fails fo recoguize that the debt component of the Company’s
capi%ai structure has already been used fo fund other investments. Staff wituess
Lipthratt’s proposal would effectively use the same dollar of debt to finance two
investments sunultaneously wluch is a financial impossibiiity. If the Commission were
to adopt the Staff proposal. it would be necessary fo reimnove the value of all regulatory
assets that accrue a carrying cost based upon a long-term debt rate from the long-term
debt componeunt of the WACC which would have the fmpact of meressing the WACC for
all other mvestments.

DOES THIS CONCLUDE YOUR TESTIMOQNY?

Yes.

14
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Exhibit WAA-R1

Page 1 0of 2
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FirstEnergy Auction Resuits

Tranches Winning
Delivery Period |Auction Date| Term Delivery Period Price
Procured
{$/MWH)
/172011 1z 6/1/11-5/31/12 17 $56.13
10/1/2010 12 6/1/11-5/31/12 17 $54.55
1/1/2011 24 6/1/11-5/31/13 17 $54.92
6/1/11-5/31/12}1 10/1/2010 24 6f1/11-5/31/13 17 $54.10
1/1/2011 36 6/1/11-5/31/14 16 $57.47
10/1/2010 36 8/1/11-5/31/14 16 $56.58
Total . .| .10 | $55.68
1/1/2011 24 6/1/11-5/31/13 17 $54.92
10/1/2010 24 6/1/11-5/31/13 17 $54.10
1/1/2011 36 8/1/11-5/31/14 16 $57.47
6/1/12-5/31f13 | 10/1/2010 36 6/1/11-5/31/14 16 $56.58
1/1/2012 24 6/17/12-5/31/14 17 $44.76
10/1/2011 24 6/1{12-5/31/14 17 552.83
Total . © 1006 | 953,37
1/1/2011 36 6/1/11-5/31/14 16 $57.47
10/1/2010 36 6/1/11-5/31/14 i6 $56.58
/12012 24 6/1/12-5/31/14 17 $44.76
6/1/13-5/31/14| 10/1/2011 24 6/1/12-5/31/14 17 $52.83
1/1/2013 36 6/1/13-5/31/16 17 $59.17
10/1/2012 36 6/1/13-5/31/16 17 $60.89
Total , ' o T | 88525
1/1/2013 36 6/1/13-5/31/16 17 $59.17
10/1/2012 36 6f1{13-5/31/18 17 $60.89
1/28/2014 24 6/1/14-5/31f16 17 568.31
6/1/14-5/31/15) 10/1/2013 24 6/1/14-5/31/186 17 $59.89
1/28/2014 12 6/1/14-5/31/15 16 $55.83
107172013 1z 6/1/14-5/31/15 i6 $50.91
Total e e 85980
1/172013 36 6/1/13-5/31/16 17 $59.17
10/1/2012 36 6/1/13-5/31/16 17 $60.89
6/1/15-5/31/16 | 1/28/2014 24 6/1/14-5/31/16 17 $68.31
10/1/2013 24 §f1/14-5/31/16 17 450.99
Total Copt oo 0 |68 | $62209
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- Exhibit WAA-R2

PPA RIDER MITIGATON OF MARKET PRICE CHANGES

Capacity (MW)

Capacity Factor {%)

Hours/year

MWh Production

Change in Markast Price {$/MWh])
Change in PPA Rider {5}

AEP Ohio Load {MWh)

Change in PPA Rider {5/MWh)

OVEC
437
75%
8,760
2,871,090
5.00
14,355,450
41,250,000
{0.35)

Expanded PPA
3,000

75%

8,760
18,710,000
5.00
98,550,000
41,250,000
{2.39}

Page 1 of 1



EXHIBIT WAA-R3



Exhibit WAA-R3

Page 1 of 1

PIOF ‘ET 2uny paiop s10y0 uospndw o) saiddy 01 sajddy 0nd :234n0s

HTOT ‘€T SuNT JO Se sua | Jog0 SIHD jeluapIsay

%0007 897 9g o¢ ag 99 b 18 SIRH0 (BI04
%41 il 1 T T T 0 0 SHIUOW 9E UBLY) iD1eaUD)
%T'G 4 T 1 1 : ¥ € ¥ SUYIUOLU 9F 0] dN pUe SHILOW 7 UBYL 1318310
%6 0L 95 8 8 8 1 2 [4" suuow $z 01 dn pue SYLoW 71 URL) J93R3ID
A yET 97 ¥4 a9z 6% [43 SE sjuowi £ 0} Q:_
BB Y AR QUi 3L {30 30 NG TR4G O/O IV Wiia | wuﬁu:cu_
sfeie) 21e1s Aopia) samaes Nal



EXHIBIT WAA-R4



Exhibit WAA-R4

Page 1 of 1

PIOZ €T SUNFRUD ETOE O SUNF PRIOP SUIDYD VOsIDOLuoD sapady 03 sapddy pond 1aaunos

a1eq Aq sS40 $3UD |enuUapIsaY

%6 HAVY 60900 SHIuow 1 uosIpY 0160 suoinios ABiauyiss
YA/ S5S0°0 5 | Syuow z1
%1'0¢ Ust/ 6£L0°08 SOt 11
uosip3 ol sajeg (liay ABraug ashg
U/ 665005 | SuTuow ¢t P3O0 M
%y 8l AV 6580°0 8 sjuow Z1
uosipy 0} ABisu3g 18d4a
UMY/ 6LS0°0 S | sUwiow ZT R
%6 1¢ umy/ 688005 suuowl g
Uosipy o} 2130519 Afiaug Jopiog
GAVI] S950'0 S | SUruow 71 PA OO u P
%T6E UMY/ 6Y80°0 S syjuoll 21
uosipy o D3 pue 5B dv
UAI/ 01900 5 | susuow 1 P oMo AP
v -
%501 Uy v280'0 5 Suow e o0 4TV JUf $01AIaS Arau] sAsgaquy
Uhet/ $£0°0 S | SHuow yZ
%0 87 U/ 28070 S SUHIUOLWL 7T .
0} U] s201A19S ABroud sAsBau
U/ P590°0 & | sUiuow 21 HO 43 5 A5RU3 :
%G vT UM/ 6440705 SUIUDUE 7T
ol Adiau
UMY/ 79070 6 | sthuow 7T MO d3Y 3501
%07 YA/ 6T80°0 S SUILOL 7
o1 ABJauy 1Rdq
UMW/ 64900 % | Sdauow 6e 4o d3v
%Y ET YA 6¥80°0 S suow g1
0} 1R8] pUR SE
un/ 62005 | syiuow 71 MO dav {1 pue ses gy
asea.00) | +I0z ‘€T aunt | £roz ‘O Auny =y fas S3HD
paiayl aey ]




EXHIBIT WAA-R5



Exhibit WAA-RS
Page 1 of 9

i . 2600 Tremont Read ~ Upper Arlington, Dhip 432211595
| crrv o | UPPER

Phune: 644.553-5000 * Fax: 614 457-6620 « TOI: 614-442-3216

| AR&.KNGTON www.zaeh.net

Electrical Aggregation Program with FirstEnergy Solutions

Fact Sheet & FAQ
Updated June 10,2014

Updates

» It was originally publicized that the letiers would be mailed early June and that the opt out
deadline would be Friday, June 27. However, there was a delay in the mailing pushing the
mail out date to the week of June 16 and the new opt omt date to Monday, July 7. The Ciiy
apologizes for any confuston this may have caused.

Program Overview

¢ The City’s 24-month Electric Aggregation contract with AEP Retail Energy will be ending this
summer.

¢ Afler seeking proposals from electricity providers, the City has selected FirstEnergy Solutions to
provide a new Eleciric Aggregation Program for eligible households and small businesses for &
period of nine months. The term of the contract begins with the July/August 2014 billing cycle.

+ The price secured by the City for this program is 7.84 cents per kWh,

= The electricity generation market is currently in a state of fluctuation as electricity providers
transition to new competitive regulation. As a result, the rates and term lengths currently offered
by electricity providers are not as favorable as they were in 2012 when the City first embarked
on an electric aggregation program.

= The week of June 16, eligible households and small businesses in Upper Arlington will be sent a
joint letter from the City of Upper Arlington and FirstEnergy Solutions that outlines the pricing
and contract details for a nine-month period. To be automatically included on the cligibility list,
one of the following criteria must be met:

- The household or business is participating in the City’s 2012-2014 electric aggregation
program;

- The household or business does not have a contract with an electrical provider and is
receiving its supply directly from the AEP Ohio utility.

*  This is an “opt-out” program therefore, if residents and businesses do nothing, they will
automatically be enrolled. They must take action by Monday July 7, 2014 (not the previously
publicized Friday, June 27, 2014) to be excluded from the program.

»  The “opt-out” approach, which Upper Arlington voters approved, enables FirstEnergy Solutions
1o offer a lower group rate based on the community’s size and estimated pool of program
participants.

» There are no early termination penalties for participants who choose to leave the program within
the nine-month contract period.

Upper Arlington Eleciric Aggregation Program
Page {1 of 4 | June 10, 2014
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+ The City has the ability to terminate the contract under certain circumstagees, including if

FirstEnergy Solutions proposes a price increase during the program that is unaceeptable to the
City.

*  Once enrolled in the program. participanis will continue to receive their local eleciric bill from
AEP Ohie, which will include FirstEnergy Solutions’ charges as a separate line item.

e Program participants should also continue to contact AEP Ohio for all service-related issues,
such as outages. meter readings and billing questions.

*  When the FirsiEnergy Solutions contract draws to a close next spring. the City may choose to
scek bids from other electricity providers in order to negotiate a new contract on behalf of
eligible households and businesses.

s If the program has not produced an appropriate level of savings for participating customers. the
City can choose to end the program, at which time participants would be notified of their options
for continuing in another program with FirstEnergy Soletions, switching o another provider, or
reverting back to AEP Ohio, the local utility.

+ To determine if participating in the City’s program is right for you, we encourage you 1o look at
the Public Unlities Commission of Ohio’s (PUCO) “Apples to Apples” chart for electricity
providers, which can be accessed at www puco.ohio.gov

* The number to call at FirstEnergy Solutions for customer service is

866-686-3749, Monday to Friday, 8 a.m. to 5 p.m.

» For questions and concerns that cannot be addressed by this Fact Sheet,
forward residents to the attention of Megan Hoffman, 583-5027
(mhoffman@uaoch.net}, Bob Lamb, 583-3046 {rlamb@uach.net) or Emma
Speight, 583-5045 (espeight @uaoh.net).

Answers to Frequently Asked Questions

What is the City Electric Aggregation Program?

Under the City of Upper Arlington Electric Aggregation Program, the City has acted on behalf of
certain of its electricity consumers to select an electricity provider who, through the power of volume
buying, is able to secure electricity at competitive prices. The Public Utilities Commission of Ghio

(- PUCEO") has faken steps to ensure that Ohio’s competitive electricity environment is consumer-
friendly. Voters approved the City’s ability to gstablish an electric aggregation program in 2000, and
the City Council passed an ordinance adopting an Operation and Governance Plan f()r Electric
Aggregation in 2001,

What is aggregation?

Under governmental aggregation, locai officials bring citizens together to gain group buying power
for the purchase of competitively priced electricity from a refail electric generation supplier certified
by the Public Utilities Commission of Ohio.

How is my community able to choose a certified electric generation supplier on my behalf?
Residents voted in 2000 to allow the community to contract for an electric generation supplier on
their behalf.

Lipper Arlington Eleciric Aggregation Program
Page 20f4 | June 10, 2014
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How will I know it I can save money under the electric governmental aggregation program?
You'll know you are saving money as long as vour fixed price with FirstEnergy Solutions is lower
than your Price to Compare.

What do I need to do if I wanr to be included in this governmental aggregation?

You do not need 10 do anvthing to receive the fixed price offered under this program. You may
choose to remain in the aggregation group and begin receiving your discount by simply not retuming
the opt-out form,

If I join my community’s governmental aggregation program, who will deliver my power, read
my meter and respond {o emergencies, sach as power outages?

Your electric utility will be responsible for the delivery of power to your home or business. Since
your electric utility still owns the wires and poles that deltver power to you, it will continue to read
your meter and restore power after an outage.

is your price fer residential power fixed, or does it vary?
In this program, the price you will receive cach month does not change — it is a fixed price.

What is my price?

The City of Upper Arlington has ensured that you will receive an electricity generation and
transmission price of 7.84 cents per KWh for vour clectricity services beginning with the September
2014 billing cycle, for a period of nine (9) months.

How do | estimate my savings?

You can compare the price per kilowatt-hour (KkWh} through this ptovmm with your local utility price
by finding vour ‘Price to Compare” on your electricity bill. This is the price vou currently pay for
electric generation service from the utility. Take your Price to Compare and subtract the offer price.
This equates to your savings per KkWh. Multiply your savings per kWh by your monthly usage (kWh)
to determine your savings per month.

What does “opt out” mean?

“Opt out™ means that you can decide not to participate in your community’s electric governmental
aggregation program. By returning the opt-out form, which is included in this mailing, by the opt
out deadline vou will not be enrolled as an electric generation customer with FirstEnergy Solutions,
vour community’s competitive electric generation supplier. and you will not reccive the discount.

- What happens if I do not send in the opt-out form?

If you do not return the opt-out form postmarked by the opt out deadline, you will be included in
your community’s governmental aggregation program and will receive compctm\ cly priced
clectricity from FirstEnergy Solutions.

Can I opt out over the phone?
No, if you want to opt out. you must mail in }am conmpleted opt-out form and it must be postmarked
by the opt out deadline.

Upper Arlington Electric Aggregation Program
Page 3of 4 | June 10, 2014
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Can ! opt out of the program at 2 later date?
Yes, you may cancel without penalty and switch to another provider or revert back to AEP Ohio, the
local utility. Should you cancel your service with FirstEnergy Solutions and return to standard offer
service with your local utility, you may not be served under the same rates, terms, and conditions that
apply to other utility customers. In other words. the standard service offer available at the time you
revert back 10 AEP Ohio would apply and may be at a different price to the standard service offer
. currently available to existing customers of AEP Ohio.

What are my energy supply choices if I decide to opt out?

You can stay with your current electric utility, which will continue to supply your electric generation
as it always has, or vou can shop for an alternative generation supplier. A list of competitive electric
suppliers certified by the Public Uslities Commission of Ghio and their current prices arc available
by cailing 1-800-686-PUCQO (1-800-686-7826).

i 1 join the aggregation, can | stay on budget billing?
Yes. vou can remain on budget billing. By joining the aggregation program, yout supplicr charges
will automatically be budgeted along with your utility charges.

Can 1 still have my payment antomatically deducted from my checking account as I do now?
Yes. How vou pay your electric bill will not change.

Where do 1 send payment?

You will continue to receive one bill each month from your local utility. The amount that you owe to
FirstEnergy Solutions will be stated separately on your bill and you will continue to send payments to
your local utility only.

Who is FirstEnergy Solutions?

FirstErergy Solutions Corp., a subsidiary of FirstEnergy Corp., offers a wide range of energy and
related products and services, inciuding the generation and sale of electricity and energy planning
and procurement. FirstEnergy Solutions is a leading competitive supplier of energy to residential
and commercial and industrial customers in Ohio. Peansylvania. New Jersey, Maryland, Hinots and
Michigan.

What happens at the end of the nine-month period?

As the program draws to a close, the City can choose to seek bids from electricity providers in order to
negotiate a new contract on behalf of eligible houscholds and businesses. It at that time, the program
has not produced the savings originally anticipated for customers. the City can also choose (o end the
program, which time participants would be notified of their options for continuing in a different
program with AEP Retail Energy, switching to another provider, or reverting back to AEP Ohio.

Why did the City select FirstEnergy Solutions as its provider?

The City selected FirstEnergy Solutions as its provider following a competitive bidding process.
FirstEncrgy Solutions was able to propose a program that represented the best overall value for eligible
houscholds and businesses.

What happens if my family moves {o another home or I move my business location?
If you move 1o another home or business location within Upper Arlington. you will be able to continue.
participating in the program. If you leave the City of Upper Arlington, you will no longer be eligible to
participate.
Upper Ariington Eleclric Aggregation Program
Page 4 of 4 | June 10, 2014
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Andrew C, Emsrson

aemerson@porteraright.com P U C O

Parter Wright June 26, 2012
Morris & Anthur LLP

41 South High Street
‘Suiles 28003200

Columbus, Qhio 432156194 Ms, Barcy F. McNeal, Sgcretary
Diect: 514.227-2104 Public Utilities Commission of Ohio
irect: d2-21
ibbppaliniyey 18D East Broad Street
Toll free: 600-533-2794 Columbus, Ohio 43215
RE: Case No. 02-105-EL-GAG
wvew por terwrighe.comnt
. Dear Ms. McNeal:
porterwright
On May 30, 2012, | fiied a corrected opt-out notice for use in 1he City of Upper
CINCNNAT! Arlington/AEP Retail Energy government aggregation program. Pug to an
CLRVELAND issue with the printer, that notice was not mailed.  Accordingly, please find
COLLMEBUS attached a capy of the optout notice that was mailed to all eligible customers
Davien today. The notice is identical to the corrected notice filed in this docket,
S mf:ﬁ except for a change in the relevant opt-out notice dates. The twenty-one day

opt-out period will expire on July 17, 2012,

If you have any questions, please feel free to contact me.
Sinceyety, M
Andrew C. Emerson /
ACE

o Bill Adams

53250000 This ie to certify that the images appearing are an
accurate and complete reproduction of a case £ile
document delivered in the regular course of Lusineas.

Techuician. e Late Processed JUN.2.G 2012
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ENERGY’
“Dite> Your Experts in
Electricity Savings.®

<Fhrge> <Laye>
<Mailing address> —
<Mailing Clty>, <Mailing Stae> <Mailing Lip> IMPDRTANT {NFORMATION FROM i
Tha Coy i mor Arfington end AEP Boladl Esergy
regaering wur siseinctly Servite &t ]
oF hidpengs ;
_ Dear <Firse> <Lage>:

The City of Wsper Arfinglon seckres an sischic price of 5.545 cents per kKW
for 3 savings of up 1o 26%" off the AEP Ohlo utitty rate.

We are pleased to atiounce that the City of Upper Adingeon is providing you with an opportanity 10 save mohey on your sieotricky Wil
Under this arrengemnenst, AEP Retaill Engrgy has been sclected 25 your city’s preferved etectrictty provider, This special offer is exclusive for
eligivle resicents and businesses of the Ciry of Upper Arlinglon botause ofﬁm,ais acted or; behalf of their community te select 2n electnicity
provider wiso, through the pinver of volume buying, is able w secure efectricity et nompelitive prices. AEP Resail Energy s an Ohbio-hased
company and & subsidiary of American Slectric Powsr,

Trreugh your new City Electic Apgregation Program, eligible residents and businesses will receiva she price of 5.545 cents per K%h for s
penod of twenty-four {2d) months?, sianing with the July or August, 2012 bilting cyole, depending on your mes-read date.

You will be antomalically enrolied Jo the program uniess you shoose NOT o participate by “opting-out” by Jujy F7, 2012, I you doNOT
wish to participete in this program, you must folfow the “op-out™ instructivns.

The City Electric Aggregation Program is a Smart Choice:

= Is Eapy ie Panicipale. You don't have to do anyihing to earell, All eligible residents and businzsses will be aumtomarically enrolied in the
program unless y0ou choose 1o Vopt-out.™

« Ssve Maney with 2 Low Price. The City of Uppec Arlingion has ensured the: you will receive a price of £.545 cents per ¥Wh for z petiod

of twenty-four (24) monthe, for your slemrisity seicn beginning with the Juty or Avgust 7012 billing cyele, depending on vaur mete-

read dute. There is no cosi to earall i this exclusive program.

Cantinue 1o Revefve Ong BilL Your local utility will continne to sénd you one monthly elestric bill. You ca continue to remit one

payment 1o you bocul uiility for AEP Revall Energy charges. Also, youz locat utility will continug 10 provide service for any tmergency

or radintenance 1ssues,

Sign up for 2 Budget Bilfing Plan. Simpiy call the nuenber below 10 $ign up for AEP Retail Energy‘s Budget Biiling Plan,

-

-

1 you do net wich i participate in this program, you mut “opt-oot” by calling the AEP Reteil Energs Comorner Cave Tearn at
1-877-726-0214, Monday - Friday from 8:00 am to 7:00 pm EST and Saturday from $:00 am w 100 pm EST or compiering the
Bleciric Aggregation "Opt-Out™ Election Faren below. Your “OpLut” Elestion Form must be returned by Jaly 17, 2012,

Learn more about the City of Upper Artingion Bleciric Aggragation Program by contasting the AEP Retail Energy Customer Care Team
af J-877-726-0214. If you have quastions about the City’s rofe as an aggregator, visit www.oacknet or calt 614-583-5040 to speak with 2
City representative,

'ﬁmﬂk R ULN
proctfuily,
Thmdom 1. Swton J ) Jason M. Beck
Upper ArEingrom Cliy Manager Mamaging Directon, Residential Business
The C::'zy of Uppar Arfington AEP Retail Energy
The ity 0f Upper Arlingtcn Eieclric Aggragalm Gm-ﬂut E}en'tiun Form
Em “"‘ .
(ﬁlmmmminmamm
<Frsts <Last> Apcound Nember: <Atcount Nahers ‘ Agpregation Program with AEP Refall Enargy
«<Benvice Address- <Pmm0 2 stirmnaivel et NOT
- . " i
<Suite Gty <Benvice Siaies <Servive Zim b nﬂd.ub 15 e mw L] d:‘ma i
lwhnuwymm halﬂiwm-m
Aeomunt Hoider's Name: (Pring bl e e P gl o
phees L) Eroy o 1ATRTIRTIE B el T b et iy 1T, 2012 | e &
; 10 300 The: “Oph 20 Biactinn Form 25 deys froeh 18 penémark &t 1
Aocouty Hotder's Signatang: T8 ey of B LT Rl ey g J217, 2012
J— S Dt
Email Aggress: Gompiete 39m and maj f0;
) BEP Retall Energy
Trfa Toem miust be postmarkea no fader fian July 17, 2002 fof your “opi-tot to be eflechive, Aftn: City Biethri Aggragation Progrith
PO Box F495
Teomts & Coneiteons Vetkion: AEP120S 18.4p0 UA Celumbess, GH 43215

AEMZ06.15-EM Agg UA
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Frequently Asked Questions

hat is the City Electric Aggregation Program?
wder the Gity of Upper Arington Elactric Aggregation Program,
& City acied on behalf of cerlain of its skectricity consumers to
dect ar eleciriclly provider whe, through the power of volurme
wing, is able 10 seouny elsctricity at zompetitive prines, The
o Utides Commission of Ohio ("PLUCLT has taken steps
ensure that Ohic's competitive etectricity srvironment is
msusner-fnendly, Voters in the City approved this aggregation
gram and the City Caunell passed ah ordinance adopting this
aviric Apgregation Prograrm,

te Cky hes saiected AEP Refail Enorgy as its prefered
ectricity provider to serve eligible hougeholds and businesses
sginning with the July or August 2012 billing eycle, depending
nyour mater-redd date, for a period of twanty-four {24) months.

fho is AEP Retadl Enargy?

EP Retadl Energy is a certified competitive retall electric senvice
rovider anti a subsidiary of American Beclric Powen AEP Re@i
nergy is headquartered in Colwnbus, Ohio and sells elantricity
> cusiomers & markel-based prices ragher than regulated rates
fiered by your ocat utiiity.

tow do I eproll?

ou con't have 1o do anything to enroll. AD eligible customers
1l be aurornatically includsd i the program unless you choose
o “opt-out.” [ you *opt-out,” vou will eentinue to be served by
ourlocal electric utllity's standard sanvice offer, until you choose
1 alternative slectic service provider. Howaver, if you do not
sspand 1o this istier, the wility will complets the enmoliment
yrecess, Gnce the oflfity compleles your enroliment, you wilt
e matled an enrodiment confirmation aotics that vour elsctic
service will be provided by AZP Relail Energy. Mo deposits are
equired 1o snroll,

Ktven will this program stast?

The City Electric Aggregation Program will begin as sany as the

;J;::y oF August 2012 billing cyoie, depending on your metsr-read
e,

What is my price?

The Oity of Upper Arlington has ensured that you will receive

an aleciricity generation and transmission price of 5.545 cepts
r k¥ for your alactricity sarvicas beginning with the July or

August 2012 tiling cycle, depsnding on your meterread date,

for a period of twanty-four (24) months.

How do | estimate my savings?

You can compars the price par kilowat-hour (k¥Whi through
his pregram with your iocat ulility rate by finding your ‘Price o
Cormpare” oft your electrisity bill. This is the price you currardly
pay ot electric generation setvice from the utifity. Take your
Price to Compare and subiract the offer price. This equates i
your savings per kKwn, Multiply your savings per kWh by your
monthiy usage &KWh) to determine your savings per month,

Where do | send n?

You will continue to receive one bill sach month fom your locet
utility. The amount that you owe t8 AEP Retail Energy will be
stated separately on your bill and vou will cortinus to send
payments to your local utifity ondy.

is Budget Biling available?

A Budget Bifling Plan is now avaiiable for AEP Retall Energy's
chargas {genarafion and transmission chamges). The Budget Bil-
ing Ptan lsvals your monthly payments 1o even out the seasonal
highs and iows of your ronthly biils, You will have mors cer
tairtty am? can belter manage your electicily expanses. Please
visit www.aepretatlensrgy.com/bbglan for more information.

Can | ¢cancsl gt any Ume?

Yes, you may cancel withau! penelty ang switch to anothas pro-
videt or reverd back to AEP Ohio, the local utlity, Should you
cance your service with AEP Retail Energy and return o stan-
dard offer service with your logal utility, you may not he sened
urwclet the samé rates, terms, and sondiions that apgly to other
utility otustorners.

How dees Hhe City have the right 1o aggregate?
In 2003, the City received votar approval 1o Become an electric
nggragator on its citizens’ bahel,

Why iz this an “opt-out” program?
I enablas AEP Ratall Energy to offer a lower group rate basad
on the communtiy’s gize,

Why did the City select AEP Retail Ensrgy s ite provider?
Tha City selected AEP Retall Energy as s provider following

a competitive bidding process. AEP Retall Energy was able ‘to
proposé a program that represented the best overalt value for
eligitde households and businesses.

What bappens at the end of tho 24-maonth program?

As the prograr draws to & tlose, the City can choosa 1o seal
bids from electricity providers In order to negotiate a new con-
tract on behalf of aligible households and businesses. H af that
tima, the program has not produced the Savings onginally an-
ticipated for customers, the Gity van aiso chaose to end the
program, at which tims parlicigants would be notified of their
aptions for continuing in a ¢iferent program with AEP Retzil
Energy, swiching to another provider, o réverting back to AEP
Ohig, tha lopal utlkity.

What happens if changes in the efeciicity utiiity market i«
part the program?

The City has the abifity 10 ferminate the contract under certain
circurnstances, including it AEP Ratell Energy proboses a price
inoroase that is unacceptable to the Gity, ar the AEP Ohio tariff
rato “price to compare” drops below the Gity's contract rlse.
Should this occur, all paricipating custorners will be netified
refative 10 thelr cptions moving forward, intluding continuing in
a diffaresit program with AEP Retall Enamy, swilching to ancther
provider, or reverting back to AEP Ohio, the iocal utiity.

it § opt-out nitialfy, can | choose to join the program at a
iater date?

H you opi-out inftially, unfertunately, you will not be abie 1o join
the program at a fater dats,

What happens if myfami!y movas ta anather hame or imove
my business oation?

i you TRove o another home or business jogation within Upper
Aslington, you will bs able to continte participating in the pro-
gram. if vou \save the City of Upper Adingion, you will ne longes
be efigibie to participate,

Undcas yoo sffirmanvedy “apiecun’” by Jnly 17, 3012, youwil Mnnmﬂlymﬂ i you: a) have an cl:pibic drsidtoce or Puliess Jocined 1 7a xpecificd ity reoeiving cleciie stvice Som ATF Quiv or

;\'E.E&uﬂtwgml bl wo not eemlied indye

the FIPFE propmvn Terorpatam ia the pmgrea is achiioct & the Tams & Candidons of tho Ao ietweto The City sd ARF

Rkl Ty, Eimamd presn-

piy o e £Enerion and Lanyptiysion sarvite porioss of your cieayic Wl aod nebwa!w A.EPObo‘sanhtomme(?'Crmar 744 cevis i W zs of hdsy 2017 compered 12 oar

wnanrs.s:!wwk\m YAEP RetaB Bnarpy's mrice dxchuds Rk
DS of vourr £ EM HE Sopss TSI CURMILED Ry s
Zxergy, PO Bux 1415, Colorabun, (4 43216, o visi sepeemilenenyove.

distriktioh ind stbar vibay shanges dad
reudred W iz interex! eoet drpamiling oz yab d:mndw.ppunhh Formore

petocitage carngs sy o the gescreSi and Sanmmiuiog seviee
informagon, call 187722653 34, write 151 ATE Rl

AEP Retafl Enecgy ihi stuerisiv 23l dusteie sstoeed prosvidor, Wil it dn.m e v A Y Okiio, AEP Retzil Entrgy bt suiamna o MﬂfﬂfmnadmeMWth'

n#‘mbmtﬂymw ehmpmuimh‘ﬂ‘ﬁnx}&m O bedtdvs oF R cOAkLE 50 et mve Feob

ice from.

i{ # you have any additional questions, pleass contact the AEP Retail Energy Customer Care
team at 1-877-726-0214, Monday ~ Friday from 8:00 am 1o 7:00 pm EST and Saturday from

f G030 am to 1:00 pm EST.

™

—
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Environmental Disclosure - Quarterly Comparison

AEP Retail Energy

Projected Data for the Calendar Year 2012
Actual Data for the Peticd 01/01/12 1o 03/31/12.%

13

enaration 19 Projected Actual
ssouUrce Mix - .

comparsan 16% N i S

stwaen the sources ' ) ! \

‘ generation A ' R

-ojected to be used | } Eﬁu":a S o ::3:

r generaie this N 7 T ar (N R TR ear
roduct and the actual \\\' , ] cnmgs | e T ] avamies
ssoUrtes 'Llsed dutmg oo / W Fetmigam b . . A # Pedroloum
Jis period. ‘\x____‘_ B Hyelip Power \\\___,.J & Hydro Pover
) ; Biomass. Power i Ay Emissions and Sclid Waste
iwiranmen!al ! Coaf Power i ___Ar Emissions and Solid Waste
hiaracteristics - Widiife impacts

v gescription of
1g characteristics

i Hydro Power

! Natural Gas Power

Adr Emissions and Solid Waste

. , Nuclear Powar Radioactive Waste
ciated SACH

:zizibie ge::;ﬁenh Off Power Alr Emissions and Sofig Waste
esOUCe, Other Sources Unknown [mpacts

Solar Power No Significant Impacts

Unkjiown Purchased Resources Urknown impacts

Wind Power Wildlife impacts
sir Emissions - 100%
roduct-spacific Catb oo T

on Dioxide .
srejetted and actual - e Projecied
Bulfur Dioxide = Aciud

alr gmissiong for this
seriod compared to
the regional average

Nifrogen Oxides i

Rir gMmissions.

Radioastive Waste - Type: . o {Cuantity | oo
ir';i“cf;szi‘;‘ﬁ:mal High-Level Radioactive Waste (B4 000 KWn
radioactive wasts for Low-Level Radivactive Waste Ft31.000 kWh
this period.

AEP Retail Energy purchases all of s eleckic energy from the wholesale mar-
ket The above generation resourte mix is based on E1A reporting of regional
generation sources. AEP Retall Energy does not have access to information
regarding the radicactive waste produced by nuciear generation in the ragion.

With in-depth analysis, the environmental sharactetistics of any form of slectric generation will reveal benefits
as well as costs. Forfurther informnation, vistt us online at AEPRetailEnergy.com or contact AEP Retall Energy

at 1-866-823-6738.

forsion: 12,08 220K_€D
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Exhibit WAA-R6

OHIO POWER COMPANY’S RESPONSE Page 1 of 1

TO THE PUBLIC UTILITIES COMMISSION OF OHIO'S
DATA REQUEST
PUCO CASE NO. 13-2385-EL-SSO et al.
STAFF LIPTHRAT SET (6)

ATA RFOUEST

DR-6-010 How does the Company propose to address revenues associated with mutual
assistance provided to other utilities regarding storm restoration? '

RESPONSE

The Company 1s not proposing any changes to mwtual assistance provided fo other utilities,
which is not mcluded in the storm damage mechanisny/rider. Expenses and revenues associated
with mutual assistance provided to other utilities are incfoded m account 186.

Prepared By: Andrea E. Moore
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Exhibit WAA-RY

OHIO POWER COMPANY’S RESPONSE Page 1 of 1

TO THE PUBLIC UTILITIES COMMISSION OF GHIO'S
DATA REQUEST
PUCO CASE NO. 13-2385-EL-S80 et al.
STAFF LIPTHRAT SET (6)

DATA REQUEST

DR-6-008 How would the Company ensure the sform expeuses reported within the true-up
rider be incremental. both for company and contract labor (straight-fime and over-
time) and noun-labor?

RESPOXSE

The Company assigas unique accountting codes for each major storm. These unique aceounting
codes ensure all applicable major storm costs are properly assigned and can be attributed to a
specific major storm. With respect to the monthly determination of whether major storm
expenses are above or below the annual §5 million major storm O&M threshold for deferral
{provided in base distribution rates), the Company analyzes the cost components within the
wdentified major storm O&M expenses and exeludes non-incremental expenses from
consideration consistent with Staff witness Hecker’s approach in Case Nos. 11-346/348-EL-
SSG. Also see Company witness Mitchell’s Exhibit TEM-2 in Case No. 12-3235-EL-RDR
which lists examples of the non-incremental cost components which are exciuded from
incremental major sform expenses.

All applicable incremental major storm Q&M expenses mncluding Company overtitae paid in
accordance with its policies and contract labor are included in the monthly determination of the
over/under deferral calculation which records a regulatory Hability or regulatory asset as
apptropriate 1n comparison fo the annual $3 million major storm Q&M threshold .

The Company will file in April of each vear, a true-up rider based on the incremental storm
expense incurred in the previous calendar vear including the design for the SDRR 1o collect or
refund this regulatory asset or liability recorded at year-end,

Prepared by: Thomas E. Mitchell
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIG SERVICE COMMISSION

In the Matier of;

AN EXAMINATION OF THE APPLICATION OF ) ‘

THE FUEL ADJUSTMENT CLAUSE OF ) CASE NO,

KENTUCKY POWER COMPANY FROM } 2014-00225

NOVEMBER 1, 2013 THROUGH APRIL 30, 2014 )

ORDER

Pursuant 10 BD7 KAR 5:058, the Commission established this case on August 13,
2014, to review and evaluate the operation of the Fuel Adiustment Clause ("FAC”) of
Kentucky Power Company (*Kentucky Power”) for the six-month period that ended an
April 30, 2014. The Attorney General of the Commonwealth of Kenlucky, by and
through his Office of Rate %étsrvente’om {AG"y and Kentucky industrial Utility Customers,
Inc. ("KIUGC") were granted intervention in this matter. The Commission established a
procedural schedule that provided for discovery, intervenor testimony, and rebutial
‘te;stimony‘ Commission Staff ("Staff") and KIUC submitted requests for information to
Kentucky Power. After KIUC ardd the AG filed joi_nt testimony, Kentucky Power filed
rebutial testimony. The Commission held a public hearing an this matter on November
12, 2014. Kentucky Power filed a post-hearing brief, and KIUC and the AG filed a joint
post-hearing brief. Al information requested at the hearing has been filed, and the case
now stands submitied for a decision.
Power Purchases

Staff questioned Kentucky Power about the recovery of power purchases through

the FAC, Specifically, Kentucky Power was asked whether it was limiting cost recovery,

EXHIBIT
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through the FAC, of power purchased under either of the following clreumsiances: 1)
when experiencing a planned ouiage, or 2} when not experiencing an outage, but
making power purchases {o meet its load. Kentucky Powef responded that _it was ot
limiting recovery of these purchases through the FAC in either 5{;enaria;‘

In FAC review proceedings in 2002, the Commission set forth the definition of
‘scoriomy energy purchases” and ‘non-economy energy purchases® and the
recaverability of each through the FAC. In Case N@ 2002-00495-8 involving the six-
morth FAD review of Kentucky Power (formerly known as American Electric Power
Company), the Commission discussed the recoverabilly of “economy energy
purchases” via the FAC.

We view "sconomy energy purchases” that are recoverable
through an electric ulility's FAG as purchases that an electric
utility makes 1o serve nalive lpad, that displace its higher
cost of generation, and that have an energy cost less than
the avoided variable generation cost of the ufility's highest
cost generating unit available to serve native load during that
FAC expense month.*?

In that same case, the Commission also discussed the recoverability of "non-
sconomy énergy purchases” via the FAC,

We interpret Administrative Regulation 807 KAR 5:056 as
pernitting an slectric utility 10 recover through its FAC only
the lower of the actual energy cost of the non-economy
purchased energy of the fuel cost of iis highest cost
gensrating unif available fo be dispatched {6 serve native
foad during the reporting expense month.  Costs for non-
sconomy enargy purchases that are not recoverable through
an electric ulility's FAC are considered "non-FAC expensas”

' Response to ltems 26 and 27 of the Commission's First Request for information ("Commission’s
First Request”), atlached as the Appendix lo the Commission's August 13, 2014 Grder.

2 Case No. 2000-00485-B, An Exarnination of the Application of the Fuel Adjusiment Clause of
American Eleclric Power Company from May 1, 2001 1o Ootober 31, 2007 {(Ky. PSC May 2, 2002] at 4,
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and, if reasonably incurred, are otherwise eligible for
recovery through base rates.’

Because Kentucky Power was unique in that it did not own a combustion turbine
in 2002, i sought and was granted rehearing in Case No. 2000-00486-B. By GOrder
dated October 3, 2002, Kentucky Power was granted authority to use the "Peaking Unit
Equivalent” approach to calculate the level of non-economy purchase power costs {o
recover through the FAC.?

In a March 21, 2005 Order in Case No. 2004-00430° involving East Kentucky
Power Cooperative, Inc. ("East Kentucky™), the Ccmﬂ;:ission clarified its deﬁﬁition of
"non-economy energy purchases,” stating, "A more accurate definition of non-economy
gnergy purchases recognizes that the energy costs thereof may be greater or less than
the variable cost of the highest cost generating unit available to serve native load."®

The Commission, however, did not modify the limitation set forth in Case No. 2002-

00435-8 that a utility could recover through the FAC “galy the tower of the actual energy
cost of the non-sconomy purchased energy or the fuel cost of its highest cost
generating unit available o be dispatched 1o serve native load during the reporting

expense month.”

i, ar 5,

“ The Peaking Unitt Equivalent was based on the opsrating characierstics of & General Electric
simple-cycle gas turbine,

* Case No. 2004-00430, ast Kentucky Power Cooperafive’s Reguast for a Daclarstory Ruling on
the Application of Administrative Reguiation BO7 KAR 5:0586 o its Proposed Treatment of Non-Ecornomy
Energy Purchases (Ky. PSC Mar. 21, 2005},

“id arB.
7 Case No. 2000-00485-B, An Examination of the Application of the Fuel Adjustment Clause of

American Elgciric Power Company from May 1, 2001 to October 81, 2001 {Ky. PSC May 2, 2002} at 5.
{(Emphasis added}.
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Kentucky Power initially stated in this proceeding that it was not limiting recovery
of thé non-economy purchases because it had interpreted the Commission's March 21,
2005 Order in Case No. 2004-00430 to require that actual fuel costs of non-economy
purchases, rather tﬁan a proxy, be used in accounting for and repotting fuel costs.?
However, upon additional questioning, Kentucky Power stated, “Upon review and
analysis, the Carﬁ;}any recognizes its earlier interpretation of the EKPC Orders was
erroneous.” During quesﬁm?ng at the hearing, Kentucky Power stated thal $83,720.76
~ in power purchases in excess of the "Pegking Unif Equivalent” should be disallowed for
the review period.™®

Methodology of Allocating Fuel Costs Between Native Load and Oif-Bystem Sales

When allocating fusl costs between native load customers and off-system sales,
Kentucky Power allocates “no load costs” to native load customers gach hour. “No load
costs™ are defined by Kentucky Power as the fixed fusl and consumable costs incurred
when a unit is in operation that are not dependent on the ouiput level of the unit.”" In
addition, Kentucky Power gliocates other incremental costs to run the generating units
at the minimum level of operation each hour to native ioad customers {o the extent that
there is native load to which to allocate the costs. if there Is not enéugh native load Iny

that hour fo allocate the other Incremental costs, Kentucky Power allogates the costs to

¥ Response fo item 1.b.(1) of Commission Staff's Second Reguest for information (“Staffs
Second Reguest™. :

¥ Response to Mem 1.a. of Commissicn Stafs Third Reguest for Information ("Staff's Third
Reguest.”)

Y November 12, 2014 Hearing at 15:11:13.

Y Hesponse to item 29 of the Commission's First Request,
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off-system sales.™® For costs above the unit minimums, Kentucky Power stacks the
costs on a $/MWh basis, and for sach hour, for each unit, the unil with the most
expensive 5/MWh cost of the last megawatt hour ("MWH") produced is assigned 1o off-
system sales.'”® Kentucky Power states that aflocating “no load costs” and other
incre.memai costs to run the generating units at the minimum level to native load
customers is a historical practice that has been in place for at least 30 years."

Kentucky Power asseris that its fuel aliocation methodology is reasonable
becauss: 1) custémers have “first call” on its generating assels and, because of this
“first call,” its custorners received net benefits of $9.9 million during the period between
January 1, 2014, through April 2014 and 2) its fuel allocation methodology is
consistent with historic practice, the methodology used by Louisville Gas and Electric
Company and Kentucky Utiliies Company, Federal Energy Regulatory Commission
guidance, and the Stipulation and Settlement Agreement {‘Settlement Agreement”} in
Case No. 2012-00578 (“Mitchell Case")."® "7 Kentucky Power nates that the Settlement

Agreemant staies that "{clustomers shall at all times be entitied 1o the least-cost ensrgy

2 Response o Item 4.b.{1} of Staff's Secand Request.

B Response (o ltem 28.b. of Commission’s First Request,

“id.

' Rebuttal Testimany of Kelly D. Paarce at pages 8 and 20.

i Kentucky Powsr Posi-Hearing Brief at pages 10-16.

¥ Case No. 201200578, Application of Kerucky Fower Company for (1) a Cerlificate of Public
Convenience and Necessity Authorizing the Transfer fo the Company of an Undivided Fifty Parcent
Interest in the Mitchell Generating Assets; (2) Approval of the Assumption by Kentucky Power Comnpany
of Certain Liabifities In Connection with the Transfer of the Mitchell Generating Station; {3} Declaralory
Rufings; (4) Deferral of Costs Incurred in Connection with the Company's Efforts to Mest Federal Glean

Alr Act and Related Requirements; and (5} All Other Required Approvals and Relief (Ky, PSC Qat, 7,
2013},
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produced by generation owned, leased or gurcha&eti by the Company consistent with
gconomic dispatch principles” and that its allocation of the highest incremental fus!
costs to off-sysiem sales foliows from the economic dispatch of its uniis. Keniucky
Power claims that it acted in good faith in making its representations regarding a $16.75
million fuel savings reporied in the Mitchell Case, and that had a net energy cost
analysis been performed in that proceeding, it would have demonstrated the significant
net fuel cost benefits 16 its native load customers as a resuit of the Mitchell Generating
Station ("Mitchell Station”) transfer. Kentucky Power claims that any change to its fuel
allocation methodology can be made only prospectively and only at a time when base
rates are modified.

KIUC and the AG object to Kentucky Power's methodology, arguing that: 1) #
caused native load customers ta pay a disproportionate amount of fuel costs during the
review period, as evidenced by a difference in $/MWh of fuel costs allocated to native
load compared 1o the $/MWh allocated to off-system sales;'® 2} “no load costs” for all
Kentucky Power generating uniis were unfairly allocated to native load customers each
hour even when the units were not necessary 1o serve native load, 3) Kentucky Power
claimed $18.75 million in annuat fuel savings i it acquired & 50 percent undivided
interest in the Mitchell Station, but failed to disclose the impact its fuel allocation
methodology would have on native load customers upon acquisition of the Mitchell
Station; 4) "no load cosis” are similar to fixed environmental sosts which are allocated to
off-systemn sales; and 5) Kentucky Power's calculation of $9.8 million of savings from

January 1, 2014, through April 30, 2014, relaied to the transfer of the Mitchell Station

® tirest Testimony of Lane Kolien, Exhibit_{LK-3), shows that, for the four months of the review
period that fall in the overlap perod, the average fuel cost allccated o native load customers was
$31.67/MWh, while §24.13/MWh wasg alivcated to off-sysiem sales.
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was flawed in that if used unrealistic and incorrect assumptions, KIUC and the AG
recalculated Kentucky Power's fuel tosts using the methodology used by East Kentucky
and recommend that $12.848 million In fuel costs be disa{ic;wad, plus an additional
$.864 million in interest.® # In addition, KIUC and the AG recommend that Kerucky
Powsr be required to adopt the fuel-cost allocation of East Kentucky and Duke Energy
Kentucky, Inc. hereafter.”

DISCUSSION

in Case No. 2012-00578, the Comrission approved a non-unanimous
Settlernent Agreement which authorized Kentucky Power to acquire a 50 percent
undivided interest In the Miichell Station. Because of that apprové!, guring the period
January 1, 2014, through May 31, 2015 ("the Overlap Period‘f}, Kentucky Power will own
and operate both the 800-megawalt ("MW") Big Sandy Unit 2 and s 50 percent
undivided intergst in the Mitchell Station, or 780 MW, During the 17-month QOvetlap
Period, Kentucky Power will be operating with an unusually large reserve margin,

estimated at 57 percent for 2014.% Given that most utilities operate with much smaller

'8 Direct Testimony of Lane Kollen at page 6.

* East Kentucky describss its methodology as follows: "Fuel is allocated betwean native-load
sates and off-system sales on a slacked cost basis. EKPO considers each hour of operation, determines
if a sale was made from its system during that hour and then aliooates the highest cost resource(s) 1o that
sale for FAC purposes. The process of stasking and assigning the highest cost resources 1o off-sysiem
sales protects EKPG's native load from having na-load cost assigned inappropriately.” See Cass No,
2014-00286, An Examinalion of the Application of the Fuel Adjustment Clause of East Kentucky Powser
Cooparative, Inc. from November 1, 2013 through April 80, 2014, Response to Commission’s {nitial
Reguest for information, aftached as the Appendix in the Commission’s August 13, 2014 Crder, item
28.a.

2 KIUC and the AG belleve the mathodology used by East Kentucky and Duke Energy Kentucky,
e, to be the same or similar g both make reference {hroughout their joint briefl of the "EXKPC/Duke”
methodology. '

* See Case No. Case No. 2013-00475, Inlegrated Rasource Planning Report of Kentucky Powsr
Company o the Kentunky Fublie Bervive Commission, page 14, filed Dec. 20, 2014,
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reserve margins, Kenfucky Power's operations during the temporary Overlap Period
cannot be considersd “usual” or “normal.” For these reasons, the Commission finds
that it is inappropriate at this time to determine whather Kentucky F’ower‘é methodology
for allocating fuel cosis between native load and off-gystem sales is unreasonable under
"normal” operating conditions. We will defer consideration of that issue until such fime
as Kentucky Power is operating under “usual” or "normal” circumstances with respect to
the level of ressrve margin. The Commission further finds that Kentucky F*awér‘s
methodology for aliccating fuel costs between native load and off-system sales should
he evaluated for reasonableness after Kentucky Power has operated for 2 12-month
perfod without the effect of the recently terminated American Eleciric Power Pool
Agresment and without the operation of Big Sam;i_y Unit 2. However, the Commission
finds that during the Overlap Period, when its reserve margin is unusually large and
operating conditions are not ‘normal,” Kentucky Power's fugl aliccation methodology is
unreasonable because it produces an unreasonable result and thatl cerain fuel costs
refated to the Mitchell Siation should be disallowed as discussed below.

*No Lead Cosis” Related fo the Mitchell Station ("Mitchell ‘no load cost™)

As discussed supra, the Settlernent Agreement approved in Case No. 2012
00578 authorized Kentucky Power fo acquire a 50 percent interest in the Mitchell
Station. Our approval was premised, in no small part, on the stipulation that the Mitchelt
acquisition would result in significant fuel savings to Kentucky Power's ralepayers,
because the- Mitchell Station was rfuliy scrubbed and capable of burning a certain
amount of higher-sulfur, lower-cost coal, In that proceeding, in response to ftem 10 of

taff's Fifth Request, Kentucky Power provided an exhibit which showed, among other
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things, that customers would recelve a 5.38 percent increase in rates during the Overlap
Period as a result of the Mitchell Station acquisition. The relatively small rate impact
was a direct function of the then-claimed $?8.?5 mition in annual fugl savings.
However, it was discovered in June 2014 that this response failed to reflect the “no
load costs” related to the Mitchell Station that would be allocated to native load
customers as a result of Kentucky Power's fuel allocation methodology. Kentucky
Power was asked io revise the exhibit in the current proceeding to reflect the Mitchell
‘ne load cosis.” The revised exhibit shows $38.252 million in annual “no load costs”
' related to the Mitchell Station and that, instead of an increase of 5.33 percent,
customers are actually expariencing a 12.81 percent increase during the Overlap
Period 2

Kentucky Power was the only party to the Settlement Agreement aware of and
able to disclose the effect that ils allocation of Mitchell "no load coste” would have on ils
customers during the Overlap Period. Kentucky Power did not disclose this information,

even though a Kentucky Power witness testified in this proceeding that he had been

aware of the allocation of “no load costs” for years,* and this same witness participated

in the seftlernent discussions in the Mitchell Case.® It is incomprehensible to the

Commission how information this significant, resulting In costs of this magnitude, could

¥ Tha information bacama known when a mesting was scheduled for June 26, 2014, pursuant io
the Comnission's Meeting Tracking process, and KIUG requestsd Kenjusky Power to explain the reason
for an increase in fuel cosis for discussion at the mesting.

 Response to ltem 8.¢. of Staffs Third Requast.

% November 12, 2014 Hearing at 19:36:35, Kentucky Power witness William Allen stated he has
been involved in fuel costs for sight to ten years and was aware of "no-load” fual costs.

% See atterdance sheels attached to June B8, 2013 infofmal Conference Mamo in Case No.

2012-00678, which summarized the May 16, 2013, May 22, 2013, and May 24, 2013 Informal
Conferences in which the parties to that case engaged in setilement discussions.

-9~ Case No. 2014-00225
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have been overooked by Kentucky Power in the Miichell Cass, The parties entering
into the Settlement Agreement in that case had every right {o believe that Kentucky
Power had fully disclosed all costs related to the transaction. Instead, the Commission
and the intervening parties were informed that there would be $18.75 miliion in annual
fuel savings, but were not informed of $38.252 million in annual "no load costs” that
wouid be allocated entirely to native load cusiomers. 1 ig difficult to overstate the
importancé of the Commission’s decision in the Miichell Case o Kentucky Power's
ratepayers, the parlies to that proceeding, and the Commission. Transparency i
ciitical, and indeed one of the touchsione principles in the regulatory process. The
failure of Kentucky Power to disclose this information in the Mijchell Case is a malter uf.
great concern o the Commission. _
DECISION

Administrative Regulation 807 KAR 5:058 requires the Commission, at six-month
intervals, to conduct public hearings on a utility's past fuel adjusiments. It further
requires the Commission to “order a utility to charge off and amortize any adjusiments it
finds unjustified due to improper calculation or application of the charge or improper fuel
procurement practices.”

Because the Mitchell "no load cosis” and their impact during the Overlap Period
were not disclqseci by' Kantucky Power in Case No. 2012-00578, and because the

appiication of Kenfucky Power's fuel cost allocation methodology during the Overlap
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Period when s reserve margin is approximately 57 percent produces an unreasonable
result,”’ the Commission finds the following:

1. One hundrad percent of Kentucky Power's share of Mitchell "no load
costs” incurred during the Qverlap Period should be disallowed for recovery, For the
entire 17-month Overlap Period, the disallowance will total approximately 8354 milfion 2
For the four months of the Overlap Period that fall in the review period, the amount of
the disallowancs is $13,1565,170.18.%

2. Kentucky Powsr should immediately cease coliecting through the FAC “no
load costs” related to the Mitchell Station, This cessation should confinue through the
gnd of the Overlap Period, May 31, 2015.

3. Mitchell "no load costs” that Kentucky Power has recaversd through the
FAC since the end of the review pericd should be disallowed in future FAGC review
proceedings.

4. Because the $13,155,170.15 of Mitchell "no lnad cosis” was.cqiiec:ted.evar
a four-month period and the $83,720.76 of power purchases in excess of the Peaking
Unit Equivalent was collected over three months, Kentucky Power should be required ie}

credit through its FAC a total of $13,238,880.91 over four months in equal amounts of

oA perceniageg increase approximately 2.5 times {he increase that Kenlucky Power indicated
would occur as a resilt of the Seltlement Agreement is patently urveasonable. In addificn, the difference
between the $/MWHh of fuel costs allocated 1o native load and the $/MWh allocated to off-system sales is
unreasonable,

% $38.252 million divided by 12, multiphied by 17,

% Total of columns Mitchell 1 KP and Miichell 2 KP of Kentucky Powar's response to ftem 29 of
the Commission’s First Requast, Altachment 2,
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$3,309,722.75% beginning with the first FAC monthly fifing foliowing the date of this
Order.

5. Quiside of the power purchases in excess of the Peaking Unit Equivalent
and the allocation of Mitchell “no load costs” discussed herein, the Commission finds
that there iz no evidence of improper calculation or application of Kentucky Power's
FAC charges or improper fusl procurement practices,

Although the Commission has found that Kentucky Power's aliocation of its "no
load costs” in the context of FAC regovery during the Qverlap Period is unreasonable,
such a finding has no impact on our decision in the Mitchell Case that the Mitchel!
Station acquisition, over the long term, still represents the lowest reasonable cost
aiternative with respect to the disposition of Big Sandy Unit 2.

The Commission also finds that, in the next FAC review procesdings covering
the two-year period November 1, 2012, through Oclober 31, 2014, it will examing the
issue of regional transmission organization (“RTO® biling codes and the
a;}gropria;fenesss of their inclusion in the FAC calculgtion for those wilities that are
members of an RTO. The Commission further finds that Kentucky Power should fife
testimony in the naxd FAC review proceeding on the specific codes that are included in
the FAC calculation and an explanation of why each is appropriate for inClusion.

IT IS THEREFORE ORDERED that:

1. One hundred percent of Kentucky Power's share of Mitchell “no load

costs” incurred during the Overlap Period is disallowed for regovery.

311 order not to exceed the total refund of $13,238,880.91, the fourth month's credit will be equal
ta §73,308,722.72.
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2. For the four months of the Overlap Pericd that fall In the review period,
January 2014 through April 2014, the amount of the disallowance for Mitchell "no load
costs” is $13,1585,170.15.

a. Power purchases in the amount of 583,720.76 that were in excess of the
Peaking Unit Equivalent are disallowed for recovery during the review period.

4. Beginning with its first FAC filing made subsequent fo the date of this
Order, or as amended if filed p{ior'm the date of this Order, and continuing for a total of
four consecutive months, Kentucky Power shall include a credit of $3,300,722.73% 1o
refund to customers a iotal of $13,238,880.91 for power purchases in excess of the
Peaking Equivalent Unit and Mitchell "no load costs” during the period under review as
discussed hersin.

| 5. Kemtucky Power shall cease cs}iiaé‘ting through the FAC "no load costs”
related to the Mitchell Station. This cessation shall continue through the end of the
Cverlap Period, May 31, 2015,

6. Mitchell "no load costs" that Kenfucky Power has recovered through the
FAC since the end of the review period shall be disallowed in future FAC review
proceedings,

7. Outside of the power purchases in exéess of the Peaking Unit Equivalent
and the allogation of Mitchell "no load costs” to native load customers discussed herein,
the Commission finds that there is no evidence of improper caleulation or appl:catlon of

Keniucky Pawers FAC charges or improper fuel procurement practices.

Mg,
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8. Kentucky FPower shali file tastimony in the next FAC review proceeding on

which codes are included in the FAC calculation and an sxplanation for why each is

appropriate for inclusion,

By the Commission -
ENTERED

1AN 22 201

STUCKY PUBLIC
sé{g%% COMMISSION|
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NERA

Economic Consulting

DELIVERED BY EMAIL

June 3, 2015

Ray Strom

Public Utilities Commission of Ohio
Rates & Analysis Department

Siting, Efficiency & Renewables Division

Tamara S. Turkenton

Public Utilities Commission of Ohio
Rates & Analysis Department
Regulatory Services Division

Re: Update to Redactions

Dear Mr. Strom and Ms. Turkenton:

Chantale LaCasse
Senior Vice President

National Econamic Research Associates, Inc.
1255 23rd Street NW, Suite 600

Washington, DC 20037

Office: 202-466-9218, Fax: 202-466-3605
Mobile: +1 819 699 1230
Chantale.LaCasse@nera.com
WwWw.nera.com

Pursuant to the requirements of paragraph 9 of the May 13, 2015 Finding and Order of the
Public Utilities Commission of Ohio (“PUCO” or “Commission”), please find attached to this
letter a redacted version of the report from NERA Economic Consuiting (“NERA™), the
Auction Manager under AEP Ohio’s Competitive Bidding Process (“CBP”). This report was
submitted on May 12, 2015 following the conclusion of the auction to procure full
requirements supply for 50% of the energy and capacity requirements of AEP Chio’s Standard
Service Offer (“SSO”) customers using supply periods of twelve months, twenty-four months,

and thirty-six months.

Other than an update to the redactions pursuant to paragraph 9 of the Finding and Order cited
above, the attached report is the same as the report sent to you on May 12, 2015.

Sincerely yours,
@M(_ G@W .

Chantale LaCasse,
Senior Vice President, NERA
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cc: Andre Porter, Chairman, Public Utilities Commission of Ohio
Thomas Johnson, Commissioner, Public Utilities Commission of Ohio
Lynn Slaby, Commuissioner, Public Utilities Commission of Ohio

M. Beth Trombold, Commissioner, Public Utilities Commission of Ohio
Asim Z. Haque, Commissioner, Public Utilities Commissien of Ohio

Jason Rafeld, Public Utilities Commission of QOhio
Greg Price, Public Utilities Commission of Ohio

Frank Mossburg, Boston Pacific Company
Michael McCulty, AEP Ohio

David Weiss, AEP Ohio
Steven T. Nourse, AEP Ohio



May 12, 2015
Final Report (Redacted Version)

Final Report of the Auction Manager
AEP Ohio CBP

May 12, 2015

(Redacted Version)

NERA

ECONOMIC CONSULTING



May 12, 2015

Final Report (Redacted Version)

Table 1. Summary of Auction Results

June 1, 2015 to
May 31, 2016

Delivery Period
June 1, 2015 to
May 31, 2017

ey

Number of Registered
Bidders

Total initial eligibitity of
Registered Bidders (# of
tranches)

Total initial eligibility divided

by tranche target

Number of tranches bid in
round 1

Number of bidders that
submitted bids in round 1

Number of tranches bid in
round 1 divided by tranche
target/volume

4.94

4.00

2.69

3.90

Number of tranches to
procure in auction (tranche
target/volume)

17

i7

16

50

Number of tranches
procured in auction

17

Number of rounds in the
auction

Number of winning bidders

17

16

50

18

6

Starting price range
($/MWh)

Starting price ($/MWh)

Clearing price ($/MWh)

70.00-95.00

70.00 -95.00

70.00-95.00

NERA Economic Consulting
AEP Ohio CBP

Confidential information
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Table 2. Winning Bidders, Tranches Won, and Clearing Prices

Delivery Period

June 1,2015t0 | June 1,2015to | June 1, 2015 to
May 31, 2016 May 31, 2017 May 31, 2018
Clearing Price ($/MWh) 55.42 54.70 56.35
Winning Bidder Tranches Won Tranches Won Tranches Won

AEP Energy Partners, Inc. 4 4 2 10
American Electric Power
Service Corporation as agent
for Appalachian Power 4 _ 4
Company, Indiana Michigan -
Power Company and
Kentucky Power Company
BP Energy Company - 4 3 7
Buckeye Power, Inc. 1 - - 1
DTE Energy Trading, Inc. 2 3 2 7
Exelon Generation Company, 3 3 4 10
LLC
FirstEnergy Solutions Corp. - 1 3 4
Noble Americas Gas & Power _ o 2 4
Corp.
TransCanada Power 3 3
Marketing Lid. - -

Total 17 17 16 50

NERA Economiic Consulting
AEP QOhlo CBP

Confidential Information
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Table 3. Auction Manager’'s Assessment of the Conduct of the Auction

Were the competitive bidding
rules violated?

No.

Does the Auction Manager
believe the auction was open,
fair, transparent, and
competitive?

Yes.

Did bidders have sufficient
information to prepare for the
auction?

Yes. Bidders received information from the
competitive bidding process documents, the
CBP Website, FAQs posted to the CBP
Website, and a bidder webcast.

Was the information generally
provided to bidders in
accordance with the published
timetable? Was the timetable
updated appropriately as
needed?

Yes. No updates to the timetable were
needed.

Were there any issues and
questions left unresolved prior to
the auction that created
material uncertainty for bidders?

We do not believe that there were any
unresolved issues or questions that created
material uncertainty for bidders.

Were there any procedural
problems or errors with the
auction, including the electronic
bidding process, the backup
bidding process, and
communications between
bidders and the Auction
Manager?

No.

Were protocols for
communication between bidders
and the Auction Manager
adhered to?

Yes.

NERA Economic Consulting
AEP Ohio CBP

Confidential Information
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. Answer

Were there any hardware or
software problems or errors,

8 either with the auction system or
with its associated
communications systems?

No.

Were there any unanticipated
delays during the auction?

No.

Did unanticipated delays appear
10 to adversely affect bidding in the
auction?

No.

Were appropriate data backup
11 procedures planned and carried
out?

Yes. The database was saved in two
locations each round.

Were any security breaches
12 observed with the auction
process?

No security breaches were observed.

Were protocols for
communications followed by
13 AEP Ohio, the Auction Manager,
the PUCO, and the PUCO’s
consultant during the auction?

Yes.

Were the protocols followed for
decisions regarding changes in
14 auction parameters (e.g.,
volume adjustments and price
decrements)?

Yes. There were no volume adjustments,
The decrements were set according to the
information provided to bidders.

Were the calculations (e.g., for
price decrements or bidder
eligibility) produced by the
auction software double-
checked or reproduced off-line
by the Auction Manager?

15

Yes.

NERA Economic Consulting
AEP Ohlo CBP

Confidential Information
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% | Question o e U Answer
Was there evidence of confusion No. There was no stich evidence.
16 or misunderstanding on the part
of bidders that delayed or
impaired the auction?
Were the communications Yes. The Auction Manager provided
17 between the Auction Manager information on the schedule and reminders
and bidders timely and through the messaging function of the
effective? auction system.
Was there evidence that bidders No.
18 felt unduly rushed during the
process?
Was there any evidence of No.
19 collusion or improper
coordination among bidders?
Was there any evidence of anti- No.
20 competitive behavior in the
auction?
Was information made public Yes.
appropriately? Was confidential
21 e .
and sensitive information
treated appropriately?
Were there factors exogenous to No, we are not aware of any factors
the auction (e.g., changes in exogenous to the auction that materially
22 market environment) that affected the auction in unanticipated ways.
materially affected the auction
in unanticipated ways?

NERA Economic Consulting
AEP Ohio CBP

Confidential Information
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NERA

ECONOMIC CONSULTING

NERA Economic Consulting
AEP Ohio CBP

Confidential Information



This foregoing document was electronically filed with the Public Utilities

Commission of Ohio Docketing Information System on

6/3/2015 12:25:31 PM

in

Case No(s). 15-0792-EL-UNC

Summary: Report - Updated Redacted Version - Final Report of the Auction Manager, AEP
Ohio CBP, May 12, 2015 electronically filed by Raymond W. Strom on behalf of PUCO Staff



TeW 1O

Chaniale LaCasse

N E R A Senior Vice President

ECONOMIC CONSULTING National Economic Research Associates, Inc.
1255 23nd Street NW, Suite 600
Washington, DC 20037
Office: 202-466-9218, Fax: 202-466-3605
Mobile: +1 919 689 1230
Chantale .LaCasse@nera.com
WWW Nera.com

DEFIVERED BY EMAIL
April 28, 2015

Ray Strom

Public Utilities Commission of Ohio
Rates & Analysis Department

Siting, Efficiency & Renewables Division

Tamara S. Turkenton

Public Utilities Commission of Ohio
Rates & Amnalysis Department
Regulatory Services Division

Re: Notification of Auction Results under AEP Ohio’s CBP

Dear Mr. Strom and Ms. Turkenton:

Please find attached to this letter the redacted version of the report that NERA Economic
Consulting, as Auction Manager under AEP Ohio’s Competitive Bidding Process (“CBP™),
prepared at the conclusion of the first auction under ESP III. This auction procured full
requirements supply for 50% of the energy and capacity requirements of AEP Ohio’s Standard

Service Offer (“SSO”) customers using supply periods of twelve months, twenty-four months,
and thirty-six months.

Please let us know whether you require any additional mformation.

Sincerely yours,
ConTetr Casome -

Chantale LaCasse,
Senior Vice President, NERA

ce: Aundre Porter, Chairman, Public Utilities Conmmission of Ohio
Thomas Joluson, Commissioner, Public Utilities Commission of Obhio
Lynn Slaby, Commnissioner, Public Utilities Commission of Ohio

E Marsh & McLennan Companies
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M. Beth Trombold, Commaissioner. Public Utilities Commussion of Ghio
Asim Z. Haque, Commissioner, Public Utiltties Commussion of Ohio

Jason Rafeld, Public Utilities Conmmmission of Oliio
Greg Price, Public Utilities Commnission of Ohio

Frank Mossburg. Boston Pacific Company
Michael McCuity, AEP Oluo

David Weiss, AEP Ohio
Steven T. Nourse, AEP Ohio
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Table 1. Summary of Auction Resuits

June 1, 2015 fo
Nlayr 31,2018

. Delivery Period -

May 31, 2017

“June 1, 2015 t ' Jana 1 2015 to

May 31, 2018

Number of Registered
Bidders

Total initial eligibility of
Registered Bidders (# of
tranches)

Total initial eligibility divided

by tranche target

Number of bidders that
submitied bids in round 1

Number of tranches bid in
round 1

Number of tranches bid in
reund 1 divided by tranche
target/volume

Number of tranches to
procure in auction {tranche
target/volume)

17

i7

186

50

Number of tranches
procured in auction

17

17

18

50

Number of rounds in the
atction

i8

Number of winning bidders

5

7

5

Starting price range
{$/MWwWh)

70.00-95.00

Starting price ($/MWh)

Clearing price ($/MWh)

53.72

70.00-95.060

5351

70.00-95.00

5558

NERA Economic Consulting
AEP Chic CBP
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Table 2. Winning Bidders, Tranches Won, and Ciearing Prices

Delivery Period
June 1, 2015 t0 | June 1, 2015 to
May 34, 2016 May 31, 2017

June 1, 2015 to
May 31, 2018

Clearing Price

. 53. .
($/MWh) 53.79 3.51 55.68

Winning Bidder Tranches Won Tranches Won | Tranches Won

NERA Econoemic Consulting
AEP Ghio CBP
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Table 3. Auction Maneager's Assessiment of the Conduct of the Auction

cH o Questions o : - Answer
1 Were the competitive bidding
rules violated?

Does the Auction Manager
believe the auction was open,

2 i

fair, transparent, and

competitive?

Did bidders have sufficient
3 information to prepare for the
auction?

Was the information generally
provided to bidders in
accordance with the published
timetable? Was the timetable
updated appropriately as
needed?

Were there any issues and

5 questicns left unresoived prior to
the auction that created
material uncertainty for bidders?

Woere there any procedural
problems or errors with the
auction, including the electronic
bidding process, the backup
bidding process, and
communications between
bidders and the Auction
Manager?

Were protocols for
communication between bidders
and the Auction Manager
adhered to?

NERA Economic Consulting
AEP Ohio CBP
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~# | . quostion

Were there any hardware or
software problems or errors,

8 either with the auction system or
with its associated
communications systems?

Woere there any unanticipated
defays during the auction?

Did unanticipated delays appear
10 to adversely affect bidding in the
auction?

Were appropriate data backup
11 procedures planned and carried
out?

Were any security breaches
12 observed with the auction
process?

Were protocols for
communications followed by
13 AEP Ghio, the Auction Manager,
the PUCO, and the PUCO's
consuitant during the auction?

Woere the protocois foliowed for
decisions regarding changes in
14 auction parameters (e.g.,
volume adjustments and price
decrementis)?

Woere the calculations {e.g., for
price decrements or bidder
eligibility) produced by the

15 auction software double-
checked or reproduced off-line
by the Auction Manager?
5
NERA Economic Consulting

AEP Ohlo CBP
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Was there evidence of confusion
or misunderstanding on the part

16 of bidders that delayed or
impaired the auction?
Were the communications

17 between the Auction Manager

and bidders timely and
effective?

Was there evidence that bidders
18 felt unduly rushed during the
process?

Was there any evidence of
19 collusion ot improper
coordination among bidders?

Was there any evidence of anti-
20 competitive behavior in the
auction?

Was information made public
appropriately? Was confidential
and sensitive information
treated appropriately?

21

Were there factors exogenous to
the auction {e.g., changes in

22 market environment) that
materially affected the auction
in unanticipated ways?

NERA Economic Consulting
AEP Ohio CBP
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Senior Vice President

NERA

ECONOMIC CONSULTING National Economic Research Associates, inc.
1255 23rd Street NW, Suite 600
Washington, DC 20037
Office: 202-466-9218, Fax. 202-466-3605
Mobite: +1 919 690 1230
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DELIVERED BY EMAIL
May 12, 2015

Ray Strom

Public Utilities Commuission of Ohio
Rates & Analysis Department

Siting, Efficiency & Renewables Division

Tamara S. Turkenton

Public Utilities Commission of Chio
Rates & Analysis Department
Regulatory Services Division

Re: Notification of Auction Results under AEP Ohie’s CBP

Dear Mr. Strom and Ms. Turkenton:

Please find attached to this letter the redacted version of the report that NERA Economic
Consulting, as Anction Manager under AEP Ohio’s Compefitive Bidding Process (“CBP™),
prepared at the conclusion of the second auction under ESP HI. This auction procured full
requirements supply for 50% of the energy and capacity requirements of AEP Ohio’s Standard

Service Offer (“SSO”) customers using supply periods of twelve months, twenty-four months,
and thirty-six months.

Please let us know whether you require any additional mformation.

Sincerely yours.
w@@w :

Chantale LaCasse,
Senior Vice President, NERA

ce: Andre Porter, Chairman, Public Utilities Commission of Qhio
Thomas Johnson, Commussioner, Public Utihties Conunission of Ohio
Lyun Slaby, Commissioner, Public Utlities Commission of Ohio

Marsh & Mclennan Compa
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M. Beth Trombold, Commissioner, Public Utilities Commission of Chio
Asim Z. Haque, Connnissioner, Public Utilities Commission of Ohio

Jason Rafeld, Public Utilities Comunission of Ohio
Greg Price, Public Utilities Conunission of Ohio

Frank Mossburg, Boston Pactfic Company
Michael McCulty, AEP Ohic

David Weiss, AEP Ohio
Steven T. Nourse, AEP Ohio
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Table 1. Sumrnary of Auction Results

“June 4, 2015 to
May 31, 2016

Number of Registered
Bidders

Total initial eligibility of
Registered Bidders (# of
tranches)

Total initial eligibility divided

by tranche target

Number of tranches bid in
roeund 1

Number of bidders that
submitted bids inround 1

Number of tranches bid in
round 1 divided by tranche
target/volume

Number of tranches to
procure in auction {franche
target/volume)

17

Delivery Period
une 1,2015%c | June 1, 2016 to
May 31, 2018

J
May 31, 2017

17

16

50

Number of tranches
procured in auction

7

17

Number of rounds in the
auction

Number of winning bidders

i6

50

i8

Starting price range
($/MwWh)

Starting price ($/MWh)

Clearing price ($/MWh)

70.00-95.00

70.00-9b.00

70.00-95.00

NERA Economic Consulting
AEP Ohic CBP
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Table 2. Winning Bidders, Tranches Won, and Clearing Prices

June 1, 2015 to
May 31, 2016

Delivery Period
June 1, 2015 to
May 31, 2017

June 1, 2015 to
May 31, 2018

Clearing Price
($/MWh)

55.42

54.70

56.35

Winning Bidder

Tranches Won

Tranches Won

Tranches Won

NERA Economic Consulting
AEP Ohio CBP
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Table 3. Auction Manager's Assessment of the Conduct of the Auction

Were the competitive bidding
rules violated?

Does the Auction Manager
belieye the auction was open,
fair, {ransparent, and
competitive?

Did bidders have sufficient
3 information to prepare for the
auction?

Was the information generally
provided to bidders in
accordance with the published
timetable? Was the timetable
updated appropriately as
needed?

Were there any issues and
questions left unresolved prior to
the auction that created
material uncertainty for bidders?

Woere there any procedural
problerns or errors with the
auction, including the electronic
bidding process, the backup
bidding process, and
communications between
bidders and the Auction
Manager?

Woere protocols for
communication between bidders
and the Auction Manager
adhered t0?

NERA Economic Consulting
AEP Ohio CBP
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Were there any hardware or
software problems or errors,
either with the auction system oy
with its associated
communications systems?

Were there any unanticipated
delays during the auction?

10

Did unanticipated delays appear
to adversely affect bidding in the
auction?

Woere appropriate data backup
procedures planned and carried
out?

Were any security breaches
observed with the auction
process?

13

Were protocols for
communications feilowed by
AEP Ohio, the Auction Manager,
the PUCO, and the PUCO’s
consultant during the auction?

14

Were the protocols followed for
decisions regarding changes in
auction parameters {e.g.,
volume adjustments and price
decrements)?

i5

Were the calculations (e g., for
price decrements ot bidder
eligibility) produced by the
auction software double-
checked or reproduced cff-line
by the Auction Manager?

NERA Egonomic Consulting
AEP Ohio CBP
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o
Was there evidence of confusion
16 or misunderstanding on the part
of bidders that delayed or
impaired the auction?
Woere the communications
17 between the Auction Manager

and bidders timely and
effective?

Was there evidence that bidders
i8 felt unduly rushed during the
process?

Was there any evidence of
19 coliusion or improper
coordination among bidders?

Woas there any evidence of anti-
20 competitive behavior in the
auction?

Was information made pubilic
appropriately? Was confidential
and sensitive information
treated appropriately?

21

Were there factors exogenous to
the auction {e.g., changes in

22 market environment) that
materially affected the auction
in unanticipated ways?

NERA Economic Censulting
AEP Ohic CBP
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OHIO POWER COMPANY’S RESPONSES TO
OHIO ENERGY GROUP’S DISCOVERY REQUESTS
PUCO CASE NO. 14-1693-EL-RDR
FIRST SET

INTERROGATORY

INT-1-011  Refer to pages 10 and 11 of Mr. Allen’s Direct Testimony wherein he describes
the “oversight” available to the Commission.
a. Does the Company plan to seek approval from the FERC for the proposed
PPA contract(s) and implement FERC tariff(s) for the seller? If so, please
describe this process.
b. Please provide a copy of the seller’s application before the FERC for the
proposed PPA contract(s), and the proposed FERC tariff(s).

RESPONSE

a. Company objects to this question because it seeks legal advice and does not seek
information likely to lead to the discovery of admissible evidence. Without waiving any
of its rights, Company states as follows. The proposed PPA contract will be entered into
under the AEP Generation Resources Inc. (Generation Resources) FERC Electric Tariff
for Market-Based Sales (MBR Tariff). In accordance with standard FERC procedures for
wholesale power contracts, the PPA contract will be reported in the Electronic Quarterly
Reports filed by Generation Resources with FERC to report electric power sales for each
calendar quarter.

b. Company objects to providing documents that are in the public record. Without
waiving any of its rights, Company states that the current Generation Resources MBR
Tariff became effective on March 1, 2014 and is on file in FERC Docket No. ER13-
(1896-005. A copy of the tariff record is provided as OEG INT-1-011 Attachment 1.

Prepared by: Counsel
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AEP Generation Resources Inc. as of 6/9/2015
Efectric TCS and MBR
Tariff Database

Effective Date: 03/01/2014 Status: Effective
FERC Docket: ER13-01856-005 314
FERC Order: Delegated Letter Order Order Date:

03/24/2014

MBR Tariff, FERC Electric Tariff For Market-Based Sales, 4.0.0 A

AEP Generation Resources Inc.
FERC Electric Tariff
For Market-Based Sales

1. Availability. AEP Generation Resources Inc. (“Seller”) makes electric energy and capacity
available under this Tariff to any purchaser for resale. Seller also makes available to any
purchaser, the ancillary services listed below:

a. RTO/SO Specific

PJM: Seller offers regulation and frequency response service, energy imbalance
service, and operating reserve service (which includes spinning, 10-minute, and
30-minute reserves) for sale into the market administered by PJM Interconnection, L.L.C.
(“PJM™) and, where the PTM Open Access Transmission permits, the self-supply of these
services to purchasers for a bilateral sale that is used to satisfy the ancillary services
requirements of the PIM Office of Interconnection.

MISO: Seller offers regulation service and operating reserve service (which includes
10-minute spinning reserve and 10-minute supplemental reserve) for sale to the
Midcontinent Independent System Operator, Inc. (“MISO”) and to others that are
self-supplying ancillary services to MISO.

SPP: Seller offers regulation and frequency response service, reactive supply and voltage
control service, energy and generator imbalance service, operating reserve- spinning and
operating reserve-supplemental service.

b. Third Party Provider

Third-party ancillary services: Regulation Service, Energy Imbalance Service, Spinning
Reserves, and Supplemental Reserves. Sales will not include the following: (1) sales to
an RTO or an ISO, 1.e., where that entity has no ability to self-supply ancillary services
but instead depends on third parties; and (2) sales to a traditional, franchised public utility
affiliated with the third-party supplier, or sales where the underlying transmission service
is on the system of the public utility affiliated with the third-party supplier. Sales of
operating reserve-spinning and operating reserve-supplemental will not include sales to a
public utility that is purchasing ancillary services to satisfy its own open access
transmission tariff requirements to offer ancillary services to its own customers, except
where the Commussion has granted authorization. Sales of regulation and frequency
response service and reactive supply and voltage control service will not include sales to

TE® I3
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a public utility that is purchasing ancillary services to satisfy its own open access
transmission tariff requirements to offer ancillary services to its own customers, except at
rates not to exceed the buying public utility transmission provider’s OATT rate for the
same service or where the Commission has granted authorization.

. Rates. All sales shall be made at rates established by agreement between the purchaser and
Seller.

. Other Terms and Conditions. All other terms and conditions shall be established by

agreement between Seller and the purchaser.

. Compliance with Commission Regulations. Seller shall comply with the provisions of 18
C.F.R. Part 35, Subpart H, as applicable, and with any conditions the Commission imposes in
its orders concerning seller’s market-based rate authority, including orders in which the
Commission authorizes seller to engage in affiliate sales under this tariff or otherwise
restricts or limits the seller’s market-based rate authority. Failure to comply with the
applicable provisions of 18 C.F.R. Part 35, Subpart H, and with any orders of the
Commission concerning seller’s market-based rate authority, will constitute a violation of
this Tariff.

. Limitations and Exemptions Regarding Market-Based Rate Authority.

a. Exemptions: The Commission granted Seller in Docket No. ER13-1896-000 the
following waivers and blanket authorization: (a) waiver of Subparts B and C of Part
35 of the Commission’s regulations requiring the filing of cost-of-service
information, except for sections 35.12(a), 35.13(b), 35.15 and 35.16; (b) waiver of
Part 41 and Part 101; (c) waiver of Part 141 of the Commission’s regulations
concerning accounting and reporting requirements, with the exception of 18 C.F.R.
§§ 141.14 and 141.15; and (d) blanket approval as to Section 204 of the FPA and Part
34 of the Commission’s regulations for all future issuances of securities and debt and
assumption of liabilities.

Waiver of Affiliate Restrictions: The Commission has determined that the Order
No. 697 affiliate restrictions codified at 18 C.F.R. § 35.39 do not apply to the
relationship between Seller and its public utility affiliate, Ohio Power Company,
including the requirement to obtain prior approval for affiliate sales of electric energy
or capacity between Seller and Ohio Power Company. Ohio Power Company,
Docket No. ER14-594 (Feb. 5, 2014).

In American Electric Power Service Corp., 145 FERC 4 61,268 (2013), the
Commission granted the request for waiver of the “AEP Operating Companies”
{Appalachian Power Company, Indiana Michigan Power Company, Kentucky Power
Company, Kingsport Power Company, and Wheeling Power Company) of the
following market-based rate affiliate restrictions: (1) the separation of functions
requirement in section 35.39(c)(2) to permit certain shared employees to continue to
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provide outage planning and resource allocation functions to the AEP Operating
Companies and Seller; (2) the asymmetrical pricing rule in section 35.39(e) in order
for the AEP Operating Companies and Seller to participate in a capital spare parts and
machine shop sharing arrangement; and (3) with respect to the Phillip Sporn Plant: (a)
the affiliate restriction in section 35.39(d) to permit the sharing of information related
to the operation of the plant; (b) the asymmetrical pricing rule in section 35.3%e) for
the operation and maintenance (“O&M?”) services provided by Appalachian Power
Company to Seller; and (c) the separation of functions requirements in section
35.39(c)(2) to permit the sharing of employees engaged in fuel procurement.

In American Electric Power Service Corp., 145 FERC 961,269 (2013), in connection
with the Mitchell Power Generation Facility (“Mitchell Plant™), the Commission
granted the waiver of the following market-based rate affiliate restrictions to
Kentucky Power Company and Seller: (1) the affiliate restrictions in section
35.39(d) to permit the sharing of information related to the operation of the Mitchell
Plant; (2) the asymmetrical pricing rule in section 35.39(e) for the O&M services
provided by Kentucky Power Company to Seller, and (3) the separation of functions
requirement in section 35.39(c)(2) to permit the sharing of employees engaged in fuel
procurement.

b. Limitations: None.

6. Modifications. Seller may unilaterally apply, under Federal Power Act Section 205 and the
regulations promulgated thereunder, to the Commission or other reguiatory agency having
jurisdiction for a modification of this Tariff.

7. Seller Category. Seller is a Category 2 seller in the Northeast, and Southwest Power Pool
Regions, and a Category 1 Seller in the Central, Southeast, Southwest, and Northwest
Regions, as defined in 18 C.F.R. § 35.36(a).
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OHIO POWER COMPANY’S RESPONSES TO
ENVIRNOMENTAL LAW & POLICY CENTER’S DISCOVERY REQUESTS
PUCO CASE NO. 14-1693-EL-RDR AND 14-1694-EL-AAM
THIRD SET

INTERROGATORY

INT-3-019  Refer to Allen Direct Testimony at 10:19-20. Identify any contract or agreement
giving rise to potential “legacy costs” under the PPA Rider.

RESPONSE

See the Company's prior discovery responses including OCC INT 5-131, IEU INT 3-1, IEU INT
4-016, and OEG INT 1-003.

Prepared by: William A. Allen



OHIO POWER COMPANY’S RESPONSES TO
OHIO CONSUMERS’ COUNSEL’S DISCOVERY REQUESTS
PUCO CASE NO. 14-1693-EL-RDR
FIFTH SET

INTERROGATORY

INT-5-131 Referring to the “legacy costs” for the Affiliated PPA, referenced at page 10 of
the Direct Testimony of AEP Ohio Witness Allen:

a. Would legacy costs include costs incurred under long-term (one year or
longer) coal contracts entered into prior to the Commission accepting the
Affiliated PPA?

b. If the response to (a) is affirmative, for each contract:

1 What is the identity of each contract for each PPA Unit?

11. Who are the parties who entered into the contract?

1ii. What are the dates of the contract?

iv. What are the coal prices for each time period in the contract?

RESPONSE

a. Yes.
b. See the Company's response to IEU INT 4-016.

Prepared by: William A. Allen



OHIO POWER COMPANY’S RESPONSES TO
INDUSTRIAL ENERGY USERS-OHIO DISCOVERY REQUESTS
PUCO CASE NO. 14-1693-EL-RDR
THIRD SET

INTERROGATORY

INT-3-001 At page 10, lines 19-20, of the Direct Testimony of William A. Allen, Mr. Allen
states, “Legacy costs to be recovered through the contract would be accepted as
part of the up-front prudence review.” In regard to that statement:

a. What are “legacy costs™?

b. If the legacy costs are identifiable for Federal Energy Regulatory
Commission (“FERC”) accounts, what are the relevant FERC accounts?

C. What is the “up-front prudence review”?

RESPONSE

a. Legacy costs are costs related to actions that occur prior to the Commission accepting the

affiliate contract.

b. The legacy costs are not limited to specific FERC accounts.

c. The up-front prudence review is the review of AEP Ohio's decision to enter into the affiliate
contract and legacy costs performed by the Commission in this proceeding.

Prepared by: William A. Allen



OHIO POWER COMPANY’S RESPONSES TO
INDUSTRIAL ENERGY USERS-OHIO DISCOVERY REQUESTS
PUCO CASE NO. 14-1693-EL-RDR
FOURTH SET

INTERROGATORY

INT-4-016 Identify any long-term (one year or longer) contract(s) for the supply of coal
to any of the units proposed to be included in the PPA Rider.

RESPONSE

Because the response to this question involves materials which are voluminous and highly
confidential, the materials will be made available for inspection at the AEP offices, upon request
with Counsel, at a mutually agrecable date and time.

As a non-operating co-owner, this information is not available for Stuart or Zimmer.

Prepared by: Toby L. Thomas and Kelly D. Pearce



OHIO POWER COMPANY’S RESPONSES TO
OHIO ENERGY GROUP’S DISCOVERY REQUESTS
PUCO CASE NO. 14-1693-EL-RDR
FIRST SET

INTERROGATORY

INT-1-003  Please confirm that it is the Company’s position that the Commission does not
need to approve the proposed PPAs

RESPONSE

The Company is not seeking approval by the Commission of either the Affiliated PPA or the
OVEC/ICPA contract, as both of those agreements would be subject to economic regulation by
FERC as wholesale power contracts. As further described below, the Company is seeking
recovery of the costs associated with these wholesale contracts as part of the Company’s retail
rates in Ohio — through the PPA Rider.

With regard to the proposed Affiliated PPA, the Company requests that the Commission find that
it is reasonable and prudent for AEP Ohio to enter into this life-of-unit purchase contract with
AEPGR. Consistent with the details reflected in the proposed contract and as further explained
in testimony, the Company also requests that the Commission acknowledge that its up-front
approval of the Affiliated PPA for retail recovery 1s a one-time prudence review that will not be
revisited later during the term of the contract should economic conditions or cost/price
projections change in the future. This situation is similar to the Commission’s approval of AEP
Ohio’s decision to enter into a 20-year renewable energy purchase agreement in ESP II, where
the Commission approved as prudent the Company’s decision to enter into the Timber Road
renewable energy purchase agreement (REPA); the costs recovered through retail rates (i.e.,
through the PPA Rider) are still subject to ongoing financial audits but not subsequent prudence
audits. Legacy costs to be recovered through the contracts would be accepted as part of the up-
front prudence review, future costs relating to AEP Ohio’s obligations and responsibilities under
the Affiliate PPA would be subject to Commission review; whereas, the wholesale rate collected
by the Seller would not (though the Commission has the opportunity to pursue such issues before
the FERC if it desired to do so).

Regarding the OVEC contract, the Company is requesting inclusion of the contract in the PPA
Rider — which is an existing contract that does not expire until 2040. Because OVEC is a legacy
contract and the Commission has routinely permitted recovery of OVEC costs as being prudent,
there is no need to review the prudence of entering into the OVEC contract or the terms and
conditions of the OVEC contract. The contract between AEP Ohio and OVEC is already valid
and accepted as a just and reasonable wholesale power contract under the Federal Power Act.
The contract is and remains subject to FERC’s Federal Power Act jurisdiction under the plain
terms of the contract, regardless of the orders that the Ohio Commission issues in this
proceeding. AEP Chio only seeks an order of the Ohio Commission approving retail recovery
of the costs it incurs as a result of that valid, FERC-approved contract — through the PPA Rider.

Prepared By: Counsel



