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BEFORE 
THE PL^LIC UHLIIXES COMMISSION OF OHIO 

REBUTTAL TESTIMON^^ OF 
WTLLIAA'f A. ALLEN 

ONBEHL4LFOF 
OHIO POW^R COMPANY 

1 PERSONAL DATA 

2 Q. PLEASE STATE YOITR NAIVIE AND BUSINESS ADDRESS. 

3 A. My name is William A. Allea, and my business addi-ess is I Riverside Plaza, Coliunbas, 

4 Ohio 43215. 

5 Q. DID YOU PRESENT DIRECT TESTIMONY IN THIS PROCEEDING? 

6 A. Yes. 

7 PURPOSE OF TESTIMONY 

8 Q. \^HAT IS THE PURPOSE OF YOUR TESTIMONY? 

9 A. The puipose of my testimony is to rebut certain claims made by varioas parties in this 

10 case related to the Power Puichase Agi'eement (PPA) rider, the Stomi Damage Recovery 

11 Rider (SDRR), and canying costs on regulatoiy assets. Specifically. I will show that 1) 

12 the most appropriate estimate of the PPA rider shows a net customer benefit of S8 million 

13 over the ESP term; 2) the PPA rider provides a price stabilizing tool for all customers that 

14 is not available tliroiigh otlier mechanisms; 3) the proposed modifications to tlie 

15 Company's SDRR are inappropriate and inconsistent with liistorical rate making 

16 treatment and 4) the weighted average cost of capital is the most appropriate caiiying cost 

17 to apply to regulatoiy assets that have deferi'als loiiger than a year. 

18 Q. ^ ^ A T EXHIBITS ARE YOU SPONSORING? 

19 A. I am sponsoring the following exhibits: 
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1 E5diibit WAA-Rl Impact of Staggered and Laddered SSO Auctions 

2 Exhibit WAA-R2 PPA Rider Mitigation of Market Price Changes 

3 Exhibit WAA-R3 Sunmiaiy of CRES Offer Tenns 

4 Exliibit ^̂ A-A.-R4 Sumuiaiy of CRES Offer Price Changes 

5 Exhibit WAA-R5 Upper Aldington Governmental Aggi'egation Price Changes 

6 Exhibit WAA-R6 Response to Staff Data Request 6-010 

7 Exhibit WAA-R7 Response to Staff Data Request 6-OOS 

8 PO\^TR PLTICHASE AGREEMENT RIDER 

9 Q. STAFF WITNESS DR. CHOUEIKI STATES ON PAGE 10, LINE 16, THROUGH 

10 PAGE 11, LINE 3, THAT MARKET PRICE VOLATILITY CAN BE 

11 MITIGATED BY STAGGERING AUCTIONS FOR SSO PROCUTREMENTS AND 

12 LADDERING MULTIPLE AUCTION PRODUCTS FOR SSO PROCUREMENTS 

13 MORE EFFECTIVELY THAN THE PPA RIDER. HE ALSO MAINTAINED 

14 THE POSITION DURING CROSS EXAMINATION THAT THESE TWO TOOLS 

15 ALONE ADEQUATELY MANAGE IVL4RKET PMCE VOLATILITY (TR. XH 

16 AT 2924,2933-34,2936). DO YOU AGREE WITH THESE CONCLUSIONS? 

17 A. No. First, it is important to recognize tliat staggering and laddering only impacts the SSO 

18 price and does not impact the price paid by shopping customers. Second, staggering and 

19 laddering only smoodi the impact of price changes for SSO customers and cannot 

20 mitigate fundamental changes in maiket prices. I do agree that staggering auctions for 

21 SSO procutemeuts can address some of the risk of market volatility resulting from short 

22 tenn changes in fonvard market prices for a comparable pro<kict. Exhibit WAA-Rl^ page 

23 1, siiovvs that for the FirstEnergy SSO auctions the blending of October 2013 auctions 



1 witli January 2014 auctions mitigated half of the auction price increase of S4.92/M\\Ti 

2 and $8.32/M\\^i that occuired in Jaiuiaiy of 2014 tor the two products procured in tliose 

3 auctioi^. Laddering auction products has the effect of mitigating short-term changes in 

4 maiket prices for SSO customers. But as AEP Oliio witness Dr. McDemiott testifies in 

5 his testimony, the SSO laddering only addresses short-term ^'olatiiit}' and has no 

6 mitigating impacts on long-term volatility. In addition, the use of this auction design 

7 method can also have imintended consequences that should be carefolly considered. As 

8 an example, laddeiing auction products essentially averages capacity' dealing prices 

9 across multiple planning yeai's. If a this laddering ai-erages a high near term capacity 

10 price with lower fiitine capacity prices, CRES providers may not be able to offer 

11 competitive one year products that hiclude that high capacity price. Because the SSO 

12 determines the price to compare that diives shopping decisions by retail customers, this 

13 kind of price impact could affect CRES providers' abilit>^ to compete with the SSO 

14 during a particular period. Finally, to the extejit there are some benefits of staggering and 

15 laddex'Uig, that strategy' should not be used to the eschision of iiulher efforts that can 

16 provide an additional rate stabilization impact for all customers. 

17 By contrast, the PPA rider is fundamentally different and imique from the 

18 staggering and laddering options that Staff witness Dr. Choueiki suppoits. The PPA rider 

19 b^' design moves in a manner counter to market prices. Exliibit WAA-R2 provides an 

20 example of how the PPA rider can mitigate the impact of market price changes for both 

21 SSO and shopping customers. This exhibit demonstrates that a PPA rider, including only 

22 the OVEC entitlement, would mitigate S0.35/MWh of a $5MWh change m maiket prices 

23 or 1% of that change. In addition, this exhibit demonstrates that an expanded PPA rider 



1 mchiding 3,000 MW of generating capacitĵ  would mitigate S2.39M^li of a SS/MW ĥ 

2 change in market prices or 4^% of that change. Moreover, because the PPA rider would 

3 not affect the price to compare, it would not adversely affect the competitive retail 

4 market, 

5 Staff witness Dr. Choueiki states that there are two tools that the Commission 

6 cun'entiy can use to mitigate price volatility and that these tools should be used 

7 exclusi '̂ely (Tr. XH at 2924). The PPA rider is another tool that the Commission should 

8 recognize as beneficial to providing added price stability for customers. Given the 

9 importance of rate stability to retail customers there is no good reason to exchide such 

10 effective tools from, the Commissions regulatory tool box. 

11 Q. EXELON WITNESS CAMPBELL STATES AT PAGE 15 LINE 23 THROUGH 

12 PAGE 16 LINE 2 OF HIS DIRECT TESTIMONY "IN CONTRAST, ABSENT: 

13 THE RIDER PPA CHARGE, A COMPETITFi^ SUPPLIER CAN OFFER A 

14 CUSTOMER A STABLE, LONG TERM, FIXED PRICE AT A MUCH LO\\^R 

15 RATE THAT IS REFLECTTVE OF MARKET PRICES." DO YOU AGREE? 

16 A. No. While it is theoretically possible that a competitive suppHer could offer long tenn 

17 stable offers, the fact is that they do not cun^ently do so. I iiave used data fi-om the 

18 Commission's Apples-to-Apples web page to review tlie current Competitive Retail 

19 Electric Service (CRES) offerings to residential customers across all six Ohio Electric 

20 Distribution Utilities (EDUs). Tliis data demonstrates that CRES providei-s are not 

21 offering long femi stable offers. In fact the vast majority of offers (72.4%) are for teinis 

22 of 12 months or less and there are no offers in the AEP Ohio service tenitoiy exceeding 

23 36 months. I have included a smnmaiy of this data in Exhibit WAA-R3. 'The shoit-tenn 



1 nature of these couft-acts results in customers neediug to sign new contracts on a regiilai' 

2 basis which creates volatility for customers as they ti'ansition from one contract to 

3 another. Based upon a review of CRES offeiings of comparable teinis one can see that 

4 this transition can result in significant volatilit>' in the form of generation rate changes of 

5 at least 9.7% and up to 48.4% over the most recent 12-month period. I have included a 

6 summary of this data in Exhibit WAA-R4. The same phenomenon can occur for 

7 customers served by CRES providers thi'ough governmental aggi-egation. As shown in 

8 Exhibit WAA-R5, the CRES pricing for customers served imder the Upper Aldington 

9 govermnental aggregation program will see their price increase from 5.545 0,/kWh to 7.84 

10 0/kWii, or just over 41%, this yeai'. 

11 The lisk of shopping customers seeing significant price volatility is exacerbated 

12 by the fact that many CRES conti-acts for residential customers include a rollover 

13 provision that automatically emolls the customer in a new market based variable rate plan 

14 or a fixed rate plan imless the customer the customer takes action. Unless the customer 

15 takes proactive action, a new and potentially liigher rate imilaterally charged by the 

16 CRES provider will automatically apply. 

17 Q. DOES THE APPROACH RECOMMENDED BY STAFF WITNESS DR. 

18 CHOUEIKI ADDRESS MARKET VOLATILITY ASSOCIATED WITH CRES 

19 OFFERS OR GO\TRNMENTAL AGGREGATION? 

20 A. No. The excJitsive use of SSO auction laddering/staggering recommended by Staff does 

21 nothing to address this market volatility\ 

22 Q. OCC WITNESS WILSON TESTIFIED THAT THE COST OF THE PPA RIDER 

23 WOULD BE S116 IVOLLION (DIRECT TESTTMON^Y PAGE 9, LINE 5) 0 \ ^ R 



1 THE THREE YEAR TERM OF THE ESP. lEU WTTNESS MURRAY INDICATES 

2 IN HIS DIRECT TESTIMONY (lEU EX. l A AT 12) THAT HE BELIE^^S THE 

3 PPA RIDER IMPACT DURING THE ESP TERM WILL BE S82 MILLION. 

4 HAVE YOU RE\TEWED THE ANALYSIS THAT OCC WTTNTESS WILSON 

5 USED TO COME TO THIS CONCLUSION? 

6 A. Yes. In re%dewing OCC witness Wilson's anal3^sis that was provided in response to a 

7 discoveiy request I detennined that his analysis was fitndamentally flawed in a number of 

8 ways that make his results um'eliable. 

9 Q. CAN YOU DESCRIBE THE FLAWS THAT YOU IDENTIFIED? 

10 A. Yes, OCC witness Wilson's analysis included the following flaws: 

11 1. It failed to use the most current forecast data for the OVEC costs; 

12 2. It failed to redispatch the units based upon the updated market prices included in 

13 his analysis; 

14 3. The market prices used in the analysis are not shaped by hour during the day and 

15 instead use a single price for all on-peak hours and a single price for all off-peak 

16 hours and inappropriately combines this with the company's dispatch that 

17 included shaped prices: and 

18 4. It arbitrarily reduced the projected output of the units based upon an overly 

19 selective set of historical data. 

20 Q. EXPLAIN HOW OCC WITNESS WILSON FAILED TO USE THE MOST 

21 CURRENT COST ESTIMATE. 

22 The failui'e to use the most cuixent 0 \ ^ C cost estimate results in a significantly 

23 overstated and incoixecf estimate of the PPA rider over the term of the ESP. On page 6, 



1 line 18, thi'ougli page 7, line 1, of OCC witness Wilson's testimony he states that he 

2 "revised the projected Demand Charges to use the actual forecasts provided by OVEC." 

3 He also states on page 12, hues 8 through 10, that $10 million in annual demand charge 

4 savings estimated by the Company does not appear to be sufficienth' supported. He fails 

5 to recognize that the cuixent forecast of OVEC costs (provided by OVEC) which w-as 

6 provided to the parties, including OCC, in response to OEG 1:^-2-004 (lEU Exhibit 8) 

7 demonstrated that expected demand charge savings exceeded those estimated by the 

8 Con^any. Recognition of data available to OCC at the time of the preparation of theii' 

9 testhnony demonstrates that the $30.4 million adjustment mcluded on Table 3 of his 

10 testimony is inappropriate. lEU witness Mnn'ay also fails to account for the updated 

11 0\nEC cost data in his estimate of the PPA rider. 

12 Q. EXPLAIN HOW OCC WTTNESS \\TLSON FAILED TO REDISPATCH THE 

13 UNITS BASED ON THE UPDATED MARKET PRICES. 

14 A. The failure to redispatch the units based tipon the updated market prices included m his 

15 analysis insults in revenues that do not align with the market prices that create the 

16 revenues. As an example, in the fii-st month of his forecast there are hoiirs where the 

17 market price in his forecast exceeds the vaiiable cost of production for the OVEC uuî s 

18 by approximately SlS/MWlt and j-et his model recognizes no revenue for that hom\ See 

19 AEP Ohio Exhibit 22 (houi's I tlnough 7; liottt" 24). Based on a margin of S15.%IWh and 

20 a maxinnun out|3Ut of 437MW, for eveiy hotir that his model fails to reflect appropriate 

21 dispatch revenues are imderstated by over $6,500. In the fii-st month of his forecast tliis 

22 occulted 61 times which understated revenues by approximately $400,000. Similarly, in 

23 the second month of his forecast there are 37 hom"s where the market price in liis forecast 
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1 exceeds the variable cost of production for the OX-'EC miits by approximately $28/M^li 

2 and yet his model recognizes no revenue for that houi" resulting in an understatement of 

3 revenues of over S450,000. In January of 2016, his analysis has a similai- problem but in 

4 this case both the on and off-peak prices exceed the variable cost of the OVEC units by a 

5 considerable amoimt and there are 102 of 744 hours in the month where the units should 

6 be economically dispatched and his model tails to do so. These same eixors persist 

7 throughout his analysis, over 10% of the total houi's in the thi'ee yeai- foi'ecast period, to 

8 such a degi'ee as to make the analysis um-eliable and unusable. 

9 Q EXPLAIN HOW OCC \^TTNESS \^TLSON FAILED TO USE SHAPED HOURLY 

10 MARKET PRICES USED IN HIS ANALYSIS, 

11 A. Tlie market prices used in the analysis ai^ not shaped^ by horn" during the day and instead 

12 use a single price for all on-peak hours and a single price for all off-peak hours and 

13 inappropriately combines this with the company's dispatch that mcluded shaped prices. 

14 To the extent that liis forecast shows the OVEC mnts not dispatcliing at the begioniiig of 

15 a peak period in a given day, his analysis miderstates the revenues associated with the 

16 generation during the liighet priced peak hours that a shaped price woiild produce. An 

17 example of this tlaw in his analysis shows up in the 0700,0800 and 2200 lioujx of Jime L 

18 2015 - the first day in his analysis - and persists tlnoughoiit. Wliile I've obseived that 

19 this is a flaw in his analysis I have not attempted to quanti^' the magnitude of the impact. 

20 Tliis provides another example of the substantive flaws underlying OCC witness 

21 Wilson's testimony provided to the Commission, 

Foi'wai'd prices tyjjicaliy include a .•singie piice for tke on-peak period and a single price for the off-peak period for 
each aK>nth. The shaping of prices by hoiif recogaizes that prices change ia a gradual nmiiner dirougliout the houm 
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 . ^ 1 and 4 PM on a weekday are both peak liouis. tl\e projected price using shaped prices would show a lower 
price for 10 AM and a higher price for 4 PiSl. 



1 Q. EXPLAIN HOW OCC WTTNESS WILSON ARBITRARILY REDUCED THE 

2 PROJECTED OUTPUT OF THE UNTTS USING A SELECTIVE SET OF 

3 HISTORICAL DATA. 

4 A, OCC witness Wilson's analysis reduced the projected output of die units based upon an 

5 overly selective set of historical data. His reduction in the output of the units by 

6 approximately 25*54 relies on only two years' woith of data - 2012 and 2013. His analysis 

7 assumes a projected capacity factor of approximately 50%. Other than in 2012 and 2013 

8 when the 0 \ ^ C units had environmental tie in outages and dispatched in a more limited 

9 fashion due to extiemely low market prices the OVEC imits have historically had 

10 capacity factors of approximately 75%. The use of capacity factors that ai'e well below 

11 those that would be expected for these units based upon projected market prices results in 

12 a significantly overstated cost of tlie PPA rider. As such, the Commission should not rel)'" 

13 upon the quantification of the "Impact of updated generation quantities" provided in 

14 Table 3 of OCC witness Wilson's testhnony. 

15 Lastly, OCC witness Wilson provides as estimate of the "Impact of Updated AD 

16 Hub prices" in Table 3 of his testimony. Wliile I am not disputing (or agreeing with) the 

17 accuracy of the AD Hnb prices that are included in the analysis, the impact of his updated 

18 prices was calculated using the same flawed approach that I have previously described 

19 and as such caimot be relied upon. 

20 Q. DO YOU BELIEVE THAT THE COMMISSION SHOULD RELY ON THE 

21 ANALSYSIS REGARDING THE QUANTITATIVE IMPACT OF THE PPA 

22 RIDER PRESENnTED BY lEU \MTN"ESS MURRAY OR OCC WITNESS 

23 WILSON? 



1 A. No. I've previously discussed the flaws in each of theii" analysis which renders each 

2 oni'eliable for use by the Commission. The most appropriate estimate of the PPA rider 

3 over the ESP peiiod is the estimate provided as AEP E.xhibit SA wliich showed a net 

4 credit of S8 million over the thi'ee year period. 

5 STORM DA.MAGE R E C O \ ^ R Y RIDER 

6 Q. IN STAFF EXHIBIT 12 AND DL^ING CROSS-EXAJVIESATION, STAFF 

7 WITNESS LIPTHRATT RECOMI^IENT>ED CONSIDERATION OF EXPENSES 

8 AND REVENUES ASSOCIATED WITH MUTUAL ASSISTANCE SERVICES 

9 BEING PROVIDED TO OTHER UTILTTIES AS AN OFFSET TO THE 

10 PROPOSED STORM RIDER RECOVERY. H O W ^ ^ ^ R , STAFF V^TTNESS 

11 LIPTHRATT INDICATED HE WAS LnS'AWARE IF MUTUAL ASSISTANCE 

12 COSTS AND EXPENSES WERE ALREADY INCLUDED RATES, WILL YOU 

13 PLEASE EXPLAIN? 

14 A. Yes, Staff witness Liptliratt's assumptions about Ohio Power's rates are incoirect. 

15 Revemies and expenses associated with mutual assistance provided to other utilities are 

16 not inchided in rates or in die storm threshold basehne established by the Commission, as 

17 proposed by Staff in prior cases. 

18 First and foremost the expenses and revenues associated with providing mutual 

19 assistance to peer utiUties ui emergencies are not included in base rates. Staff witness 

20 Liptlii'att had that infonaation available to liim in this case in the response to Staff Data 

21 Request 6-010, wiiere the Company indicated that these mutual assistance expenses and 

22 revenues are included in Accoimt 186. (See Exhibit WAA-R6) Account 186 is not 

23 mcluded in base rates. Staff witness Lipthratt's recommendation is based enth'ely on a 

10 



1 false premise that costs associated with pro\iding mutual assistance for peer utilities, 

2 such as food, travel, lodging, etc., are included in base rates. Tlie costs associated with 

3 providuig mutual assistance to peer utilities are not included in base rates and as such it 

4 would be improper to credit the revenues that offset die cost of providing mutual 

5 assistance in the SDRR. 

6 Q. STAFF WITNESS LIPTHRATT STATES ON PAGE 5, LINES 1 THROUGH 3, 

7 "THE FIRST 40 HOURS THAT THE EMPLOYEE WORKS IN A WEEK IS 

8 CONSIDERED TO BE IN BASE RATES AND SHOULD NOT BE INCLIDED IN 

9 THE SDRR R E \ ^ N U E REQLTREMENT." DO YOU AGREE WITH HIS 

10 RECOMMENDATION? 

11 A. No. Staff witness Lipthi-att's reconnnendation is based upon the false premise that the 

12 first 40 hom-s that an employee works in a week is included in base rates. Mien Staff 

13 witness Hecker recoimnended the $5 million basehne for major storm expenses, his 

14 analysis was based tipon the Company's policy to categorize incremental storm cost. 

15 Staff witness Liptliratt suppoifs his recommendation with tlie following statement on 

16 page 5, Inies 9 tlnough 13, of his testimony: 

17 "WTien rates are calculated in a base rate case, Staff detennines the 
18 number of employees that typically work in a week and multiplies it b\^ 40 
19 hours and the wage rates to anive to an anioimt of labor to be uicluded ui 
20 base rates. Therefore, theoretically, the pay for the first 40 hours in a 
21 week for management and imion employees is uicluded in base rates." 
22 

23 This statement does not reflect how base rates were determined in the Company's most 

24 recent base rate case. Case No 11-351-EL-AIR, et al. The Staff analysis that was the 

25 basis of the revenue requirement determined in that case used actual expenses for the test 

26 year and did not include a projected level of labor as indicated b}̂  Staff witness Lipthi'att. 

11 



1 Q. WHAT WAS YOU^ INVOLVEMENT IN CASE NO. il-351-EL-AIR, ET AL? 

2 A. At the time, my position was Dnector of Regulator)' Case Management and my gi'oup 

3' was responsible for the preparation of that case as well as the review of the Staff Report 

4 that was filed in that case. I personally reviewed or directed the review of the 

5 recommendations included in the Staff Repoit. I also participated in the settlement 

6 discussions that lead to resolution of the proceeding. 

7 Q. STAFF WTTNESS LIPTHRATT INDICATED THAT HE DID NOT RE\TEW 

8 AN^' COMPANTt' L^TON CONTRACTS OR EXEMPT EMPLOYEE POLICIES 

9 (TR. VOLUME VTI AT 1699 AND 1702) TO DETERMINE THE RIGHTS .AND 

10 RESPONSIBILITIES OF THE COMPAN^^ IN PA^IVIENT OF EMPLOYEES 

n FOR MAIOR STORM RESTORATION EFFORTS FOR HIS 

12 RECOMMENDATION PROPOSED IN STAFF EXHIBIT 11. DOES HIS 

13 RECOMMENDATION ON OVERTIME PAYMENT PROPERLY REFLECT 

14 THE EXISTING CONTRACTS OF OEHO POWER? 

15 A. No, Staff witness Lipthtratt again ignored the iiifonnation available to him in Staff OR 6-

16 008 (see Exhibit WAA-R7) that discussed the incremental nature of labor and overtime 

17 and where to look for more information. Staff DR 6-008 discussed the unique accoimting 

IS codes for major storms and the accoimting of storms consistent with the Staff witness 

19 Hecker's appi-oach in Case Nos. 11-346-EL-SSO and Con^any Mitchell's Exliibit TEM-

20 2 in Case No. 12-3255-EL-RDR (the 2012 storm case Staff witness Liptb'att relies upon 

21 e.xchisively in cross examination). As indicated in the response provided Staff witness 

22 Lipthi'att, aU applicable incremental major storm O&M expenses includmg Company 

23 overtime are paid in accordance with its policies and contract labor are mcluded in the 

12 



1 monthly detemimation of the over/mider deferral calculation compai'ed to the $5 million 

2 major storm tliresliold. 

3 However, Staff witness Lipthi-att failed to review those contracts and policies of 

4 Ohio Power in making liis recommendation that the Commission simply start stonn 

5 damage recoveiy for labor at the foity-fii'st horn' of every employee. Stoiin restoration 

6 response is different than the noinial work day. Major storm restoration personnel work 

7 16 horn' days, sometimes in extreme conditions, to restore power as quickly and safely as 

8 possible. Employees can be reassigned away from home to other pails of the state to 

9 assist in the effort and tlie Company labor contracts all recognize the heightened natui"e of 

10 major stoiin restoration response and adjust the oveitime in a non-discretionary maimer 

11 in reaction io the major stonn. Staff witness Liptliratt's broad recommendation ignores 

12 the realities and intricacies of the Ohio Power contracts and policies while minimizing 

13 the restoration efforts of our dedicated sfatYand field workers. 

14 In addition, die historical S5 million average has been approved by the PUCO and 

15 it hichided all Company persoimel overtime. If Staff now reconnnends in this 

16 proceeding, conveithig incmred Company paid overtime to straight time, it must 

17 recommend a comparable decrease in the S5 million threshold. 

18 CARRYING COSTS ON REGULATORY ASSETS 

19 Q. STAFF WITNESS LIPTHRATT STATES AT PAGE 3 LINES 18 THROUGH 21 

20 "STAFF BELIEVES A CARRYING CHARGE BASED ON THE LATEST 

21 APPROVED COST OF LONG-TERM DEBT SHOULD BE APPLIED TO ANY 

22 DIFFERENCE BET\\nEEN THE TOTAL MAJOR STORIVl COST AND THE $5 

23 MILLION BASELINE AT THE END OF THE PREVIOS CALENDAR YEAR." 

13 



1 DO YOU BELIE\TE THAT IT IS APPROPRIATE TO USE A LONG-TERM 

2 DEBT RATE TO CALCULATE CARRYING COSTS ON REGULATORY 

3 ASSETS LIKE THOSE ASSOCIATED WTTH THE SDRR IF RECO\^RY IS 

4 EXTENDED BEYOND ONE YEAR? 

5 A. No, The Company's assets axe financed with a combination of debt and equity. To the 

6 extent that the company carries additional assets, a regulatoiy asset in this case, for a 

7 period of greater than one year it is appropriate that the cairying costs reflect the 

8 Company's weighted average cost of capital (WACC). The WACC reflects the cost of 

9 financing the entire Company, including regulatoiy assets. To assign a long-term debt 

10 rate to a regulator)' asset fails to recognize that the debt component of the Company's 

11 capita] stnicture has ah'eady been used to fond other investments. Staff witness 

12 Lipthi-att's proposal would effectively use the same dollar of debt to finance two 

13 mvestments simultaneously wliich is a financial inpossibility. If the Coinnhssiou were 

14 to adopt the Staff proposal, it would be necessarj- to remove tlie value of all regulatoiy 

15 assets that accrae a carrying cost based upon a long-term debt rate from the long-term 

16 debt component of the WACC \vhich would have the impact of increasing the WACC for 

17 all other investments. 

18 Q. DOES THIS CONCLUDE YOUR TESTIMONY? 

19 A. Yes. 

14 
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Exhibit WAA-R1 
Page 1 of 2 
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FirstEnergy Auction Results 

Delfvery Period 

6/1/11-5/31/12 

6/1/12-5/31/13 

6/1/13-5/31/14 

6/1/14-5/31/15 

6/1/15-5/31/16 

Auction Date 

1/1/2011 

10/1/2010 

1/1/2011 

10/1/2010 

1/1/2011 

10/1/2010 

Total 

a/1/2012 

10/1/2010 
1/1/2011 

10/1/2010 
1/1/2012 

10/1/2011 
Total 

1/1/2011 

10/1/2010 
1/1/2012 

10/1/2011 

1/1/2013 

10/1/2012 
Total 

1/1/2013 

10/1/2012 

1/28/2014 

10/1/2013 
1/28/2014 

10/1/2013 
Total 

1/1/2013 

10/1/2012 

1/28/2014 

10/1/2013 
Total 

Term 

12 

12 

24 

24 

36 

35 

24 

24 

36 
36 

24 
24 

36 

36 
24 
24 
36 
36 

36 

36 

24 
24 

12 
12 

36 

B6 

24 
24 

Delivery Perloci 

6/1/11-5/31/12 

6/1/11-5/31/12 

6/1/11-5/31/13 

5/1/11-5/31/13 

6/1/11-5/31/14 

6/1/11-5/31/14 

6/1/11-5/31/13 

5/1/11-5/31/13 

6/1/11-5/31/14 

6/1/11-5/31/14 
L 6/1/12-5/31/14 

6/1/12-5/31/14 

6/1/11-5/31/14 
6/1/11-5/31/14 
6/1/12-5/31/14 

6/1/12-5/31/14 
6/1/13-5/31/15 
6/1/13-5/31/16 

6/1/13-5/31/16 

5/1/13-5/31/16 

6/1/14-5/31/16 
6/1/14-5/31/16 

6/1/14-5/31/15 

6/1/14-5/31/15 

6/1/13-5/31/16 

6/1/13-5/32/16 

6/1/14-5/31/16 
6/1/14-5/31/16 

Tranches 

Procured 

17 

17 

17 

17 

16 

15 

ioo 
17 

17 

16 
15 

17 
17 

100 

16 
16 

17 
17 
17 
17 

100 

17 

17 

17 

17 
16 

15 

100 

17 

17 

17 
17 

;,: -: 68-^ . 

Winning 

Price 

($/iVIWH) 

$56.13 

$54.55 

$54.92 

$54.10 

$57.47 

$56.58 

$55.60 

$54.92 

$54.10 
$57.47 

$56.58 
$44.76 
$52.83 

•" $53.37 

$57.47 

$56.58 
$44.76 
$52.83 
$59.17 
$60.89 

;, $55.25;. 

$59.17 

$50.89 

$68.31 
$59.99 

$55.83 

$50,91 

$5930 

$59.17 

$60.89 

$68.31 
$59.99 

$62:09 
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(1) 
(2) 

(3) 
(1)*(2)*(3)=(4) 

(5) 

{4)*(5)={6) 

(7) 

Capacity (MW) 

Capacity Factor (%) 

Hours/year 

iVIWh Production 

Change in Market Price {$/iVlWh) 

Change in PPA Rider ($) 

AEP Ohio Load (MWh) 

OVEC 

437 

75% 

8,760 

2,871,090 

5,00 

14,355,450 

41,250,000 

Expanded PPA 

3,000 

75% 

8,760 

19,710,000 

5.00 

98,550,000 

41,250,000 

(5)/{7)=(8) Change in PPA Rider {$/MWh) (0.35) (2.39) 
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36D0TremcntRo3c * Upper Arlif^gton, 0Mo432£3-li<J5 

i'fi;ne:6H-5S3-50O0 - Fa^: 5V.''.57"6620 ' TDO: 61^-^.';2-32ie 

yw-iiaoh-net 

Updated June 10,2014 

It was originally publicized tliat the letters would be raailed early June and that the opt out 
deadline would be Friday, June 27. However, there was a delay in the mailirtg-pushing the 
mail out date to the week, of Jone .16 and the new opt out date to Monday, .My 7. The City 
apologizes for any confusion this may have caused. 

The City's 24-month Electric Aggregation contract with AEP Retail Energy will be ending this 
summer-
After seeking proposals from, electricity providers, the Ciiy has selected Fir.'itEnergy Solutions to 
provide a new Electric Aggregation Program for eligible households and small businesses for a 
period of nine months. The term of the contract begins with tiie July/Augtist 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 ciirrently offered 
by electiicity 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 Fii^tEoergy Solntions that outlines the pricing 
and contract detmls for a nine-month period. To be autoniatically included on the eligibility list, 
one of the follow-ing criteria must be met; 
- The household or business is p£uti.ci.pating i.n. 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" prognun therefore, if residents and businesses do nothing, they will 
automatically be enrolled. They must take action by Monday July 7,2014 (not tlie previously 
publicized Friday, June 27,2014) to be excluded from the program. 
The "opt-out" approach, which Upper Arlington voters approved, enables FirstEnergy Soiutions 
to offer a lower group rate based on the community's size and estimated pool of program 

* There axe no early terminanon penalties for participants who choose to leave the program within 
the nine-month contract period. 

Upper Arlington ElectrlG Aggregation Program 
Page 1 of 4 | June 10,2014 
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• The City has the ability to terminate the contract under certain circumstances, including if 
FirstEnergy Solutions proposes a price increase during die program that is unacceptable to the 
City. 

• Once enrolled in the program, participants will continue to receive their local electric bill from 
AEP Ohio, which will include FirstEnergy Solutions' charges as a separate line item. 

• Program participants should also continue to contact AEP Ohio for ail sen-ice-related issues, 
such as outages, meter readings and billing questions. 

• When the FirstEnergy Solutions contract draws to a close next spring, the City may choose to 
seek bids from other electricity providers in ortler to negotiate a new'' contract on behalf of 
eligible households and bu.sinesses. 

• If the prognmi has not produced an appropriate level of savings for pjutieipating 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 Solutions, switching to 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 to look at 
the Public Utilities Commission of Ohio's (PUCO) ''Apples to Apples" chart for electricity 
providers, which can be accessed at ww^w.puco.ohio.gov 

• The number to call at FirstEnerg}^ Solutions for customer service is 
866-686-3749, Mottday to Friday, 8 a.in. 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 
(mhottoan@uaoh.net), Bob Lamb, 583-5046 (rlamb@uaoh.net) or Emma 
Speight, 583-5045 (espelght@uaoh-net). 

Answers to Frequently Asked Questions 

What is the City Electric Ag^-egatioii Program? 
Uiider the Cit>' of Upper Arlington Electric Aggregation Program, tlie Cit>' has acted on behalf of 
certain of iLs 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 Conunission of Ohio 
(•'PUCO") has tak.en steps to ensure lh.at Ohio's competitive electricity environment is consumer-
friendly. Voters approved the City's ability to establish an electric aggregation program in 2W0, and 
the City Council passetl an ordinance adoptiisg an Operation and Governance Plan for Electric 
AKsresation in 2001. 

'-c-z 

What is aggregation? 
Under governmental aggregation, local officials bring citizens together to gain group buying power 
for the purchase of competitively priced electricity from a retail electric generation supplier certitied 
by the Public Utilities Commission of Ohio. 

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

Upper Arlington Electric Aggregafen Program 
Page 2 of 4 j June 10, 2014 
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How will I know if 1 can save money under the electric governmental aggregation program? 
You'll know you are saving money as long as your fixed price with FirstEnergy Solutions is lower 
than your Price to Compare. 

What do I need to do if I want to be included in this governmental aggregation? 
You do not need to do anything to receive the fixed price offered under this program. You may 
choose to remain in the agg.regation group and beg.in receiving your discount by simply not returning 
the opt-out form. 

If I Join itiy community's governmental aggregation progi'am, who will deliver my power, read 
my meter and respond to emergencies, such as power ontages? 

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 deliver power to you, it will continue to read 
your meter and restore power after an outage. 

Js your price for residential power fixed, or does it vary? 
In tliis program, the price you will receive each month does not change - it is a fixed price. 

What is my price? 
The City of Up|?er Adington ĥ -is ensured that you will receive an eiectricity generation and 
transmission price of 7.84 cents per kWh for your eiectricity services beginning with the September 
2014 billing cycle, for a period of nine (9) months. 

How do 1 estimate my saviiigs? 
You can compare the price per kilow-att-hour (kWh) through this program with your local utility price 
by finding your 'Price to Compare" on your electricit\' bill. This is the price you currently pay for 
electric generation service from the utility. Take your Price to Compare and subti-act the offer price. 
This equates to your savings per kWh. Multiply your savings per kWh by your monthly usage (kWh) 
to determine your savings per month. 

What does "opt ont" 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 you will not be enrolled as an electric generation customer with FirstEnergy Solutions, 
your community's competidve electric generation supplier, and you will not receive the divScount. 

What happens if I do not send in the opt-ont 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 competitively priced 
electricity from FirstEnergy Solutions. 

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

Upper Arlington Electric Aggregation Program 
Page 3 of 4 | June 10, 2014 
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Can I opt out of the program at a 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, temis, and conditions that 
apply to other utility customers, in other w^ords, the standard service offer available at the time you 
revert back to 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 energ>^ 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 you can shop for an alternative generation .supplier. A list of competitive electric 
suppliers certified by the Public Utilities Commission of Ohio and their current prices arc available 
by calling 1-800-686-PUCO (l-SOO-686-7826). 

If i join the aggregation, can I stay on budget hilling? 
Yes, you can remain on budget billing. By joining the aggregation program, your supplier charges 
will automatically be budgeted along with your utility charges. 

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

Where do I 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 3̂ 00 will continue to send pa^Tnents to 
your local utility only. 

Who is FirstEnergy Solutions? 
FirstEnergy Solutions Corp,, a subsidiary of FirstEnergy Corp., offers a wide range of energy and 
related products and services, including the generation and sale of electricity and energy plan.ni.ng 
and procurement. FirstEnergy Solutions Is a leading competitive supplier of energy to residential 
and commercial and industrial customers in Ohio. Pennsylvania. New Jersey; Mturyland, Illinois and 
Michigan. 

What happens at the end of the aine-montii 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 households and businesses. If at that time, the program 
has not produced die savings originally anticipated for customers, the City can also choose to end the 
program, w-hich time participatits 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 FirstEner^^ Solnfions as its provider? 
The City selected FirstEnergy Solutions as its provider follow-ing a competitive bidding process. 
Fii^tEncrgy Solutions was able to propose a program that represented the best overall value for eligible 
households and businesses. 

What happens if my family moves to another home or I move mv business location? 
If you move to 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 Arlington Electric Aggregation Program 
Page4of4 ( June 10, 2014 
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RECEIVED-DOCKETING DIV 

PUCO 
June 26, 2012 

Ms, Barcy F. McNeal, Secretary 
Public Utilities Commission of Ohio 
180 East Broad Street 
Columbus, Ohio 43215 

RE: Case No. 02-105-EL-GAG 

Dear Ms. McNeal: 

On May 30, 2012, t filed a corrected opt-out notice for use in 1he City of Upper 
AHington/AEP Retail Energy government aggregation program. Due to an 
issue with the printer, that notice was not mailed. Accordingly, please find 
attached a copy of the opt-out notice that was mallei to ail eligible customers 
today. The notice is identical to the corrected notice filed in this docket, 
except for a change In the relevant opt-out notice dates. The twenty-one day 
opt-out period will expire on Juiy 17, 2012. 

If you have any questions, please feel free to contact me. 

Sincepety, ^ 

Andrew C. Emerson 

ACE 

cc: Bi!! Adams 

TS32$8&i'.vv3 Thi» is to certify that tli« images appearing are an 
accurate and eojnplete reproduction o£ a casa fila 
docwneat fielivar«a ia tHa r&gular course of fcuaiaeae. 
^^*^*^i*^^- ^€^- JData groceaaed J(JH^^ 201? 
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i 8 1 I crry OF : U P P E R A R L I N G T O N 
• t ' ^ i * . . 

---D'dic> 

<Mailir(g 2fldr^R> 

Your E)q3erls in 
Electricity Savings.^ 

Dear <Firsi> <ta3t>: 

Tfle DKjf of Uftpu' Arlington fiSCBres an rtsctric price of 5.5« cents pes-kWti 
to a ^ v i i ^ sfMP to 2 ^ ' otFSie t ^ DItio EitiUt; rate. 

W E arc jMeased to annouase ftai fte C i ^ of Upper Arfington is providing ywi wftts an opjiorttinity to save m m e y on ywir electricity ^ill . 
Under this arrangcKWsx, A E P R « a a E a s t ^ - has been selected w yoa r city's preferred elcctrictty p i o v i t ^ . TTiis speciia offer fc e sdus ive fw 
eligible residents and busii»5Ses of the a i > ' of Upper Arlington because o^c ia i s acSed or; behalf of Iheir wtnmutuJ^' to select an d « a r i d t j ' 
provider who, ihn>ug?i ihe pcr,ver o f volume fc«ymg, is abEe w secure eiectricify at competitive pri&ss. A S * Reiaii E n e g y h sa Ofn'o-hased 
coiEpiffly and a subsidiaiy DJ'Ainericas £!ec!ric Tu^ t r . 

'rhrough yo-Lif ttev,'Ciiy E l c e t i c A£gr€gaiion Program, eVtglhle resi 3ei»ts ftftd b iL^esses will l e ^ 
period of twedty-Ibur (24) (^l>n£h&^ s i m i n g with ibe Jufy w August, 2QU bilSng cycJe. tfepmding on your rr teia-rcaddate. 

You wJJl be automatically rarolMJa the fx-ogrEin mie s syo i ; C S O O S C N O T E D panjcipate by -opting-oul" trt' Jujy 17,2012. I fyou do N O T 
widi tCJ panJdpEle in this j ^ g m m , ynu mus! fallow tbc "opt-out" insinicliMiS-

The Gty Efecfric Aggregation Program is a ferrari Gtioice: 

- lt% Easy to Pan t Jpa t e . V w d o n i h s \ * i o do ai5yihi2s to earoU Ail eligiblt iwidajifi aad hiisiossses will be autonaiicaJJy enrolled in Uie 
program unless you d i o c a ; l a ""of^-oot-" 

• S8V8MorieywHhaLO*Pl1cC.Th£Gfyofl)ppeiArUngionb3S(35Smrdlh8:y<Hi\vii5ri-oeiveapri(5eofiJ 
oi ' iwew^-fcar (,2*) B o r J h s , Ibryout siectrislty seN-VWMgjnning with the hib.- ot A\igiia.Z012 iail'ingcs'Cte, depending oa yoar tnstts:-
rea^diite- Tlicre is no coui a? ©iroii in ftis cKciusivc program. 

• Cndltwe to R ^ ^ e OfiB K i t Your local utility i\^il conljnuc to sfflid y o j one jnoiiiWy e-lestric biil. You csn continue to remit one 
puyjneul to your local m i l i ^ for A £ P Retail Energy chaises, Aiso, yoMr focal ulJHty will continLe !o provide service fw any erata-gcncj 
or lUJUnlftOflnCe issues. 

• Sign up f w a Butfeet eSftog Plan. S-Jiipiy CBU fte numEcr below to sign \ip for AEP Roai l E n a g y ' s Budget Biiling P ! n . 

If you 6o nol wish Ui participate in this progrorri, you muft -&pt-oul" t*v calling ihe AE?'Relail Energy C-USIOTMT CareTearR at 
1-877-726-0214, Monday - Priday ftom S:00 am to 7:D0 pm EST arid Saturday from 9:00 am to 1:00 pin t S T orcompledag the 
Blec&lcAggjcgaiiaa " C ^ - O u t " E lea ion Form below. Your "Qpc-Ouf" Election f o r m mos t fee rfSumel by M y 17,2012. 

t e a m more about the Citv- of WpperArfiftgtwi HI«cEric Ag^cgat ion Program by contacUng the AEP Retail Energy Cosiotasr Can; Team 
ai 1-877-726-0214. jf you huve cpjca-ions about the Cily's roje as an a ^ e g a t o r , v i a t ^^•ww.uaoh.na or call 6 W-5S3-5O40 ti> s p i ^ ^ T A a 
City teprcscntaiivc. 

Thank you. 

Rcsjicctfuily, 

^flcJ^ i/iî  
Tliwxfcwe J, Stalwi 
lijRW;̂  A r J i n p m O i y Manager 
The CiQ.'of Upper Arfi/tgton 

I Jason M . B e d : 
Y^famgirtgDirscie^. Residsmiai Business 
lAKP deta i l Ensr^-

SS §mtm naater' 
Th« Ci^ at Upper Arlington Bectric Asst^sat^ti Opt-out EletrHon Forni 

•:SHVice Address-

•cSs^itB Citf*. <^v ic8 S.ate> <SiSvic! 2 i O 

AcwuruBcaaei's Name: [PfinTj 

;kscunll&ni£)er:<M;a^tM^.be[> 

PhCPK{ ) 

kjextXiLmaets Sigaatjra: 

r ^ fiSStifigtto pacac^p^a in i h e ^ Bectnc 

cftwnftCwIo 

«ramuri l ( i r i»iarnbn%tMA>a<f»na,)»l&Ti>n>RhA«N[)T 
b |urtlti;t)lgi la «w C»f i i t n A I W « 9 « < B »ntWL ^ lAicK; ^ a 

ncgim.ira«3CTai«i»<S laiMiJ IT*! it I Je;-liBiii E « ^ o-(B]'jT WW 
EreiB U MW-Tffi-ttri'!, B 'WHwr f) tiBI 5*: J ^ U. ffllL I WW* if 
ra5<'i*SHr»»rJtfe'tlf»&jrBaHJmFam 31 (^jtenmoahwrtidalem 
IKt WW ff la ral *f P fiaW t/BTR t>( JJV1 ?, » 1 a. 

Email AtKresK, 

This toon must Sa oosimwisM no (aJfffvan i J ^ 17,2m2 liB'yi^r •opt-Out'to!«effe;a«. 

AEP52.06.1i-E0«LAggUA 

(kmj^eta ftum and mai) to: 
A£PReteil Energy 
Attn: laty Ssdfft A^ragation Prsyam 
P 6 B o « l « 5 
Cc]wnbs,0H4321S 
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Frequently Asked Questions 
hat is the <aty EiecWc Aggregation Proyam? 
sder the City ol UfSssr Ariington Bsctric Aggregation Program. 
B City acfsd on berraff of cailain of rte Bfectn'cJty consumers to 
^ect an e(sctri«t>' proytdw wto, ihrougd tiJe power of voJurm 
jyirig, is able lo sacatc elactricili' at ccanpetrtrve pricas. The 
JW(C Ufil^es Commission of C4iio fPUCO'^ has taken s ^ s 

snsuf© thai Otto's corop^iiive ^ecfricity snv/ronmerrt is 
jnaimer-frietKiiy, Voiers ffi ihs C ^ apf^uved this a^regation 
ogram and yie Ciiy Counci! passed an onfinance actopting this 
BCiric Aggiegafen Program. 

•\& City has selected A£P F^aii Enei^y as its prefarred 
ectrici^ prober to save eligible hoiiseficdcte and iHisinesses 
sginning witti ths jufy o.--Augtst £012 t)(lling cyxjte, depending 
.1 your mffift'-reaci dais, for a perfod of twenty-four (24) montJis. 

mo is AEP Retail Energy? 
EP ReGa & i e ^ is a certified compstitive retail electric service 
ity.'a3er arid a s i f c^a ry oi ^yrraic^i Eledric Power, AEP ReiaB 
nengy is fieadquaitered fei Ccftinisus, Oiao and saife elacblcsty 
5 oistomsrs at m!Bl4e{-based prtces ratiTO" tlian t^jJated rates 
ffered by yo j r locaf ufflity. 

low do I enroll? 
bu don't have to do anj'thlng to enroll. Ail eBgibte customers 
(ill be automatically included in U>e program unless you chooso 
0 "opt-out." If you "Opt-out," you will continue to be served &y 
•our local electric utility's standard service offsr, unUl you choose 
in alternative electric senrfoe provldw. How^^er, H you do not 
BSpond to this letter, the utiiFty will csomptete MtiB wiroRtnerrt 
jrocess. Once the utility completes your anrollment, you will 
)e mailed an ^jrotimeat confinnation notice Ihsrt your bectric 
service will be proiHcfed t ^ A5P Bets'il Energy. No depcreits are 
equired to enrol!. 

When will -thfe program start? 
rtie City Elec^R AggregaiicH^ Progryn will begin as early as the 
)uiy or Ai^ust 2012 billing cycle, depending on your meter-read 
Ms, 

!jtfl>at is my prka? 
Tlie City of Upper Arlington has ensured that you will rec^ve 
ar̂  aiectriolly generation and transr^ssion price of 5.545 c«nts 
per icWi for you- electricity sat^rfcas banning witrt the Jusly or 
August ^ 1 2 "DiSSng cycle, depentiing on your meter-read date, 
for a period of tv/gmy-four (24) montiis. 

How do J estimate my saivings? 
ywj can ccmpars the price psf Kilowaa-hour (kWH) Ihrough 
this program with your toc^ utility rate by finding your 'Price to 
Oofnpare' on your ©lecWoiiy tall. This Is the price you currently 
pay -for electric generation service from ine uSiity. Take your 
Price to Compare m d subtract the offer price, This equates to 
vour savings per kWh. f^lultiply yoyr saNflngs per itWh by yotir 
Monthly usage (WVh) to deletmine your savUigs per month. 

Wiiere do I semi psjmertt? 
Vou wiH con'Snue to receive one bill each monfli from yi^ir local 
Ljtiltty. The Eunount thftt you owe to AEP Retail Energy villi be 
stated s^jarately on your bii! aî d you will continue to send 
paymants to your loc^ utility only. 

Is Budget BiiSng available? 
A Budget Billing Plan s rsow available for fiSP Retail Biergy's 
charges (generation wid transmissim charge^. The Budget Bill
ing Plan levate your montWy payments to even out the seasonal 
h i ^ and lows of your monthfy bills. YOJ wilt have fftore cer-
tsdrtty and can better manage yoar elKJtricity expenses. Please 
visit www.aspretailenergy,com/bbpla.T for more inio.-'matjon. 

Can t cancel at any t3me? 
Yea. you may cancel Vftttiout petiErity and switcn, to aiiother pro
vider or revert bat^ to AEP Oiw. SIB local utility. Should you 
cancel your servicB wHh AEP Retail Energy and return to stan
dard oifer senrice with youc locaj utility, you may no: be ser^'ed 
ut^er the same rates, terms, and conditioris that apply to oth«-
utifi^' customers. 

How does Sie City have the right to aggregate? 
In 200Q, t^B Ctly received voter approval to become an electric 
aggregator w i its citizens' bahdt. 

based 
Iflfliy fe this an "opt-ouf program? 
It snabfes AEP Retail Eneipy io offer a lower g.-oup rate 
on the commurtt/s s^e. 
Vtitif i M Vns City s^ect fiE9 RetaS Ertsrgy ^ its p r o u ^ ^ 
T i ^ City Selected AEP Rasdl &tergy as its provider -tollowing 
a ciwipetllive bidding (wocess. A£P Rstalf Energy vnas able to 
pn^ose a program that represented the best overafl value for 
ellgil^e housd^ids and businesses. 

What haj:^jer*s at the end of the 24-mffiith progr*ffn? 
As ttve program dfaws to a close. t t « City can c^Dse to s e ^ 
bids irorr, eleeiricity provides in Kdar to negotfete a nsw con
tract on betijrff of el igi t^ housBt»:)lds and businesses, tf al ttiat 
timB. ttse program has not produced the savings originally an-
tldpated for (Sjatonriefs. 'he City can also choose to end the 
pitigrafiv at itfh'K* time participants would be notified of ther 
options fw continuing in a dllferent prograrn with AEP Retail 
Eftejgy. siwtcrtns tt another provider, or reverting back to AEP 
Ohio, the local utJHty, 

VWtat twwiena K changes fei the electricity utiltty market im
pact the program? 
The City has the ab i% 10 terminata ttie contract under oertgin 
carcsjmst^ces. iriciuds^g it AGP Retail Energy propcses a pries 
increase that is unaoceptahte to the C ^ , or the AEP Ohio tanff 
rats "price to compare' drops below ttie City's contract raie. 
Should aifs occur, all parliclF^ting customefs will be notified 
r ^ t l ve to thKr options moving forward, irwluding continuing in 
a dlfferoit program v;tUi AEP Retail Enargy, switehir^ to another 
provider, or revering bacl^ to AEP Ohio, ihe loc^ utiKty. 

If i opt-out mitjsify, can I choose to fain the ji^ogratn at a 
tato- date? 
ff you opt-out initially, unfortunate^, you wiH not be able to join 
the program at a later date. 

What f tap^ns if mylatsnfly movas to another home « * move 
my business location? 
If ycMj move to anothw home or biisiness looafcn withb Uj:̂ ser 
Arlington, ytxj will be able to coni&iue participating in tha pro
gram. If you leave Uio City of UPPK- Arlington, you will no iongw 
be eli^iW* to partfcipato. 

AEPXosJl&eisjwi bliroKHflBJTr*di)i*sFW;TOp:»iB rM*i!vp«S«>iafepms»mBs*jWtotUlCTiMfiContfw«(.(ftcAaiiHi»wh«i^ 

EMIy. TOBwi 1̂  15, Cflfai^.OH ^Ki*. a vail Mjieaikiisr(j-.eo(a. 

ApP3S«il Eiwi5j'ii« couijitriiinTi e«ajl Bje!«t BOW'lnwifc « ^ 
iiiiiiudia-paiiBtisyixiT^Kiiiytna^titttBi'it^.ciftimh&f^sS'SscijynKaffttNKr 

If you hava any additional questions, please contact the AEP Retail Ene i^ Customsr Care 
team at 1-877-728-0214, Monday 
S;00 am to 1:00 pm EST. 

Friday from 8:00 am to 7;W) pm EST and Saturday from 

AEn2.C6.!5.riMAggi;A 

http://www.aspretailenergy,com/bbpla.T
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2j RESIDENTIAL AND SMALL. COMMERCIAL 
AGGREGATION TERMS & CONDITIONS 

{"AGREEMENT") 

5. W5 Mnb fw f'̂ t̂* far Senw^an Brf Transmis^ Sff- 5t» ne;.- cancâ  " i * ^ *« T-dsy (escrssion 
peiKC wttRvt $«<^l '̂I^ you i^Hinsle a i ^ Sia 
lerasDm peiiAlBME Îsno be. &«e Ssdkin 

wBtemratearts'fftsterm. 

|^3talI«lai«»^L^]^&«4sa^teI*JEcHftPiawnLIC^i'iSBflJMSw^o^.^J«^inllME^>^^l» 
=cDBloi«wi«^ri ; .^E^Jl«Iff &iiij-i>toriSw4(')«P*iWt*iM«C6»msv3IfrfO(4«rTUCtf';« 

IB* m.n ww> * ' • 'wi ' i ; i»™»'»»'«*P™'*A i*ipI<o*k o«Ptt»co im*t« ID ;>oir EjiiMK K*a^ 

n « I W W : 'CSB^niawSLtt.;: Eliatic Stwot P;«-ijB' M -fTKS- iinii..4irniKii. B oiinu] Iv C t u m 

^ I I B V £ r s ^ .WB,i duUEHfU i J l f I B IO] fKk M l M r b r V I ^ K ^ V O e ^ «* 1 4 ^ ^ 
viflB f*Mn*(n Sin-'**-TraiinAaca SrvMt-Mi»i wniiij la^ v ( * ^ 

a(iMO!H SW. iTOtnai t e i t ^ i t i d:B»>il. «» oJlE-inBn^a-Rnni. iBHia. 

iiiMB£wi»Cttfp)''lHB<!(!B<i.'>teEibduteil!i$cticihltiia£,lEi/y Fort«~reit~iinii]|icvE.it 
XjkmiiU-itul Ct^*"! W j ^ c i i omCi iB«r«- t j Btt Ent; i™l( *» BiHiS n Ihi nBI. pel ilil, Bpodfitd jU«T« 
!*KMhimBi.*ErRtini=n<ie-iaa(iii.rw»"iri»*it[oi;'^y5CTEW.'tea»ibiiB«te*>wiMf^ 
EBVI ttaijE i i i f>= At t«t»St «.S«ertt! a a « M t o»i( ? S i%feo!dcoHti5-w* nionfrV f ^ 
iilSK-«(»TOiKi»B')'WJ 101« ps-man* w S i* E B t ' t ! i i ^ «< iw* /Bll.AiiyRt!lBI«'Bl'*'IJ •*' '*' 
JlE (« « >« ill S « . « « , liiJ liUSSiOW ?B talwmBW MMiw iriip!^ 
^kI !a»>IW f K t v ' L J f l A l H y ^ f i B l i n w w a i B : . U ^ . 4 » ! • lBi»»m(Ml a r a a r . Q)l t rMr flSOJ. B t t l B 

VfcW»*fl l"*?*"™ TnaiTSmr, S>Mii Cpttna (!JK0V or ray n « c a » t B W ' i i * ^ 
rifmcif B u t e VTO), j-.ai sn pen <ri»riitc raiasisud in / i^" iLHul I9pj:y, »$tidtB cI IOHVK; b d . 

T-Lini.nJ'*w- B J Antilluj- Srvitci rSiBEIi^ At? S I M . fioHU -MU tJiia»»i5i » j»UBt.' KTiyTnmiuj-

*> j™ IM wr KAIIMU 3rii.!nfls<4 t« j o! slattia *»( =<-i»ii"u' AEPIna! Tcua's fMSiVibU tonuol 
1̂ (1 c f̂idvvJBde.CiJI (got t*|i[;:uh,lV*,fa«i larniiVL^^L &̂ (̂ 1IV>*̂ '̂ Ĉ  [A^^W^^UllDt ll̂ iluaEFLIB̂  

I g n u j e!«1r>:ciiicn».'Kun>-<i|iini.U>.uininfBci±iil'Lin nile.rasi^ioioi'nnetHrcCO n i t e r 
ara« !>»» "iMiE* " ^i« will iw p*si«l <1« '^ u » « BiJ irfdiJ tJ yu« J li™. j\]ff'R«il & « p im-*vta. 
?en»(ia:nUl^rh^wTdsl2B^C^or^£^-^r /p^A. ' i i9ff tn! f f r^ '̂̂ mdE^IRVS joj CDStLifrafe "i 

- l i ^p l i« ! A i m n n t . TE"! leivis 6»n ,^£» w i i EnCEEr •'1> îTJv Vnt. •i» trxi IVK' .^^ mnti. m ^ U 
WliifA^ >; il)< iflw :'' | ilQ H)Ci:u» |h3M b>it» Ku^iKA c^iht tnnnnsin nr,>^ 

U)lint't»°>A ssiiintnitKiMai^ilntfnHryncflHJaiKuil^eAnusi: •»!:}«<'Nni uSAl^'tinBl 

£MQ2;VQJIClWlWr0f/tiWT«»t(r^<^E'^t<iTr»^IVVkc Oftlc«J*ef13tti»yOfi^ftfLTciiiftntf»t.OlB£filfM 
4ti;3sifltt VflBw -̂?ifl*nBK^*M»!̂ 46l&pf>AJ£I'Rtk*ifEfi*?^ f̂oi*ĵ ftUeekicy'ttseJ6«fcre^A£EocF^OKis 

%*M»AB-KiitllE™et^iiieai>iJrj«*4tifl.ArPSc«aEa'tE'"»'*•'«••' ' '• ?*rtWai*»""r'"'" 

\uijjuwuIrwclasl>wii ftpixtiisirimti 'tif t se ia fUSsxxf l'£fJ'=ai'.iBastnetrfKifir.>iu 
b ft«uiididcvfMimirL'B3JT9ciy«.ulWf^nGidpttpi^jb«iTcir i]facKirracfc»di^;]c^niaihBsv*n 
Vn fail ft J ^ * fJ fwia n too^uiCf vnV. ?}v KTTV ^BDl̂  CE t̂eaEcr *ft^aAiicfn>nc^^a:nK±HCirb« 

jxngit c s r i loa 'H^ ;>r i » n <'»'Ef^'- >'«: say itrsKai Au Afnsssa. K^WMoiIir. I f y m n m 
t u a J i .^Ef-iUufl £n<i«'i. umce 3IU w inBu ind f t a t A£r M a ) £M>j!'Ch«tu> ^SinKpitn, 
% p(M*Jo( ABP *.«([ E»tr» wift I mttj po) di)' ™itniii roiiw jiriw lo tTO» cE«vt. MJ- ioSwi» JK; 
i f l i«Wt' l»"^J*"i«»r«il><iOM*s' i™uii ipcauBi«A;WK»dl&«»»i«BW^ 
tcKctifUitflr, (1-1) J i ^ t«Hui wdttBi imite Shal^ fM "•x*'^'f^'* "^^-A^ ^^"^ fiwc n^ t ivn 

t. Csn«t•nCH•™t•^1•f»'VAl>cK'UlKAt«,•hEKlta.%Ifu/•n1tbl|:<IWftlnAE^R^U1SeIt7f(.^<<lI 

Ajnww" ( M t U oBwilw:!l BUCOK^ ^ MPSwn! Simjs iolK'«ini «! »;«(«»« styoie BwUrnw 

\ j iM.1^£ni IfM-trm'iV.-f t f H - £ V E!^ p: k, •"^^H « AEf Fjilî l Etaits tf> DOX14U. (Xioib'.A. 
Dt4^]^l( CWv'A>diSHui:A£nUwE&Hi]p.tuia.1f)suinB[ni»9nRn^ii>](^*iHta'ica;icd^ 
Iliad Bsa£r«ii^!^ii-E:)L^«£irc«iiiiliiE39r^A.-i»£oftiisiiiia^ 
^crU'i7VEinecmiijziac9rottai&>aa!EB»>i x t i M U - i c u (uii d H l o c n r m i.iM>.a^iSTa 
put fiu)'fr»t«A),;-i:iHltj£Srv:^d>TEV*^>>>-")'liCOiiiAfJ* KKMUuSi^^uwuiiiu/Mip 
KiaifiAt MuBCi»owws'CoBiS*llM«aiiiiDMi«1h»c!slu(KiioijLidl^ *ttaiBl.ST7-7C-;KJf(oll 
fmit Swit. M AM - f .IB m E£T wJoMiW, o WAWBie»Me,Wi 

•nAraK »]ia:!<H«: tifw)'. odJHc^Htt AEF KnH Gii>v >: ;ntWn< bva ^Kbets; t CwnmR's tK t l 
wuto^ ii**«i iffî Aif i i i ua i MKnhifti Mftew 4e Cumnii'! t lB twi f infcwn iaiMte o*»* to A£f 

iRiuiaclHIi'KUM^ftt KPABJ C » ^ w Entniii i C^IDSIBT'S IBSIK' IS <n3ftcrCIt££7caviJir. A£f 

f^Ef^'''^>»^JE^4:tciu;:acf^H^>WH^,HbQ<wrv^b^aT^;^TviL-rflrpAf#, vniTulwcfarffl^c^ 
i : K r i M l f i 4 l n t f # B i a : V l 5 K ™ t i O firt r J t r j O f . f O M I i n i » J f , r « " > * ^ ^ ' * ° ' ' " ' l ' " ' ' ' " = ^ ^ * - I ' l l . HC 

«.sn« 10)' iKoiifli) or IKBD •BB to S* SHI S i:oi iMt »wi« a ^ Ijpi»ifcait^ ioitti ii» MWUII B 

' a i a s a - f i B ^ ^ a f X l ' i ^ a l i a i r S ' ' ' ' ^ Yaiiigc«4i»A£¥KK>il£iHit»'>iltaua3Mn;aa*l««in«t} 
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EMIi 

Environmental Disclosure - Quarteriy Comparfson 
AEP Retail Energy 

Projected Data for the Calendar Year 2012 
Actual Data for the Period 01/01/12 to 03/31/12.* 

efieration 
esource Mix -
comparison 
jfween the sources 
' generation 
-ojected to be used 
/ generate Oiis 
roduct and the actual 
isources used during 
lis period-

i?«n-~i% 

16%' 

PrpJBCted 

DCod 

C Nsturei Gss 
• Fetn̂ lBism 
SHyiioPovfiF 

( 16%-

&du^ 

! nCoai 
• Hudear 

ONatiffalG^ 

S Hydro Power 

•nvlronmevital 
;haracterisfi'cs -
i desoiption of 
ie characteristics 
isstidated with each 
losslbie generaSon 
esource. 

Biomass-Power i Air Emissions and SoSd Wasle 
Coal Power 
Hydro Power 

Air Emissions and Solid vu^ste 

Natural Sas Power 
Nucleffi- Powsf 
03 Fewer 
Other Sources 
Solar Power 
Unkrtowi Purchased Resources 
\A ĥd Power 

Wilcaife Impacts 
Air Emissions and Solid Waste 
RadioacUve Waste 
Air Emissions and Solid Waste 
Unknovirn Impacte 
No Signifjcant Impacts 
Urtknown Impacts 
Wildlife Impacts 

\\T emissions -
='roduct-spedf|c 
Drojected anti actual 
air smissfons for this 
aeriod compared to 
the regionai average 
air emJsstorvs. 

10D% 

Carbon Dioxide 

Sulfur Dioxide 

NHrogen Oxides 

t • • 

' 

•MMNMI 

^ • 

H M M n 

IR^ionai Average 

! 
i 
jaPrcjedeti 

Actli^ 

Radioactive Waste -
Product-Pacific 
projected and actual 
radioactive waste for 
this pertod. 

Type: 
High-Levei Radtoac^e V ^ t e 
Uiw-Level Radioactive V^sie 

Ouantiiy: -. 
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AEP Retail Energy purchases all of its electric energy from the wholesale mar
ket. The above generation resource mix is based on EiA reporting of regional 
generation source. AEP Retail Energy does not have access to information 
yarding the radioactive waste produced by nuclear generation in the region. 

With itHiepth anaiy^, ^e enwronmenlal characterises of any form of electric generation wiB reveal benefit 
as wea as costs. Forfurther Bifonnation, visa us online at AEPRetailErspgy.com or oxrtact AEP Retaa Energy 
at 1-866^23-6738. 
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Exhibit WAA-R6 
Page 1 of 1 OHIO POWDER COMPANY'S RESPONSE 

TO THE PUBLIC UTILITIES COMMISSION OF OHIO'S 
DATA REQUEST 

PUCO CASE NO, 13-2385-EL-SSO et al. 
ST AFT LIPTHRAT SET (6) 

DATA REOUEST 

DR-6-0I0 How does the Company propose to addi'ess revemies associated wMi mutual 
assistance provided to other utilities regarding stonn restoration? 

RESPONSE 

The Couî âiiy is not pi-oposiiig aiiy changes to nmtual assistance provided to other utilities, 
wliich is not included in the stoim damage mechanisiib'rider. Expenses and revenues associated 
with mutual assistance provided to other utilities are inchided in accoiiot 186. 

Prepaied Bv: Andrea E, Moore 



EXHIBITWAA-R7 



Exliibit WAA~R7 
Page 1 of 1 

OHIO PO\\TER COMPANY'S RESPONSE 
TO THE PUBLIC UTILITIES COMMISSION OF OHIO'S 

DATA REQUEST 
PUCO CASE NO. i3-2385-EL-SSO et al. 

STAFF LIPTHRAT SET (6) 

DATA REOUEST 

DR-6--008 How would the Coinpa.uy ensure tlie stonn expenses repoited within the tine-up 

rider be incremental both for company and conti'act labor (straight-time and over

time) and non-labor? 

RESPONSE 

The Compauy assigns unique accounting codes for each major stoiin. Tliese unique accounting 
codes ensiue all applicable major storm costs are properly assigned and can be attributed to a 
speciilc major stonn. With respect to the monthly deteiminatioa of whether major storm 
expenses are above or below the annual S5 million major stoim O&M tlueshold for defen-al 
(provided in base distribution rate.?), the Conipany analyzes the cost components within the 
identified major stonn O&M expenses and excludes non-hicrementa! expenses from 
consideration consistent with Staff witness Hecker's approach in Case Nos. 11-346/348-EL-
SSO. Also see Company witness Mitchell's Exhibit TEM-2 in. Case No. 12-3255-EL-RDR 
which lists examples of die non-incrementai cost components w-hicli are excluded ifrom 
incremental major stonn expenses. 

All applicable incremental major stonn O&M expenses including Company oveitime paid in 
accordance with its policies and couti'act labor are included iii the montlily determination of the 
over/under deferral calculation which records a regtilatoiy liability or regulatoiy asset as 
appropriate !.n comparison to the anntial $5 million major stoim O&M threshold . 

The Company will tile in April of each year, a tnie-up rider based on the incremental storm 
expense incurred hi the previous calendar year including tlie design for the SDRR to collect or 
refund tliis regulatory asset or liability lecorded at year-end. 

Prepared by: Tliomas E. Mitchell 
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COMIVIONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of; 

AN EXAMINATION OF THE APPLICATION OF } 
THE FUEL ADJUSTMENT CLAUSE OF ) CASE NO, 
KENTUCKY POWER COMPANY FROM ) 2014-0022S 

NOVEMBER 1, 2013 THROUGH APR!L 30, 2014 ) 

0 B...D E R 

Pursuant to 807 KAR 5:056, the Commission established this case on August 13, 

2014, to review and evaluate the operation of the Fuel Adjushment Clause f FAC") of 

Kentucky Power Company {"Kentucky Power") for the six-month period that ended on 

April 30, 2014. The Attorney General of the Commonwealth of Kentucky, by and 

through his QWice of Rate Inten/ention, ("AG") and Kentucky Industrial Utility Customers, 

Inc. ("KlUC") were granted intervention in this matter. The Commission established a 

procedural schedule that provided for disoavery, intervenor testimony, and rebuttal 

testimony. Commission Staff {"Staff') and KlUC submitted requests for information to 

Kentucky Power. After KlUC and the AG filed Joint testimony, Kentucky Power filed 

rebuttal testimony. The Commission held a public hearing on this matter on November 

12, 2014, Kentucky Power filed a post-hearing brief, and KlUC and the AG filed a joint 

post-hearing brief. Al! information requested at the hearing has been filed, and the case 

now stands submitted for a decision. 

Power Purchases 

Staff questioned Kentucky Power about the recovery of power purchases through 

the FAC, Speclficaily, Kentucky Power was asked whether It was limiting cost recovery, 

V. 

EXHIBIT 
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through ihe FAG, of power purchased under either of the following circumstances: 1) 

when experiencing a planned outage, or 2) when not experiencing an outage, but 

making power purchases to meet Its load, Kentucky Power responded that It was not 

limiting recovery of these purchases through the FAG m either scenario.'' 

In FAC review proceedings in 2002, the Commission set forth the definition of 

"economy energy purchases" "and "non-economy energy purchases" and the 

recoverability of each through the FAC, In Case No, 20Q2-QQ495-8 invalving the six-

month FAC review of Kentucky Power (formerly known as American Electric Power 

Company), the Commisssop . discussed the recoverabiSity o1 "economy energy 

purchases" via the FAC. 

We view "economy energy purchases" that are recoverable 
through an electric utility's FAC as purchases that an electric ' 
utility makes to serve native load, that displace Its higher 
cost of generation, and that have an energy cost less than 
the avoided variable generation cost of the utility's highest 
cost generating unit available to serve native load during that 
FAG expense month,^ 

In that same case, the Commission also discussed the recoverability of "non-

economy energy purchases" via the FAC. 

We interpret Administrative Regulation 807 KAB 5:056 as 
pemfiittlng an electric utility to recover through its FAC only 
the lower of the actual energy cost of the non-economy 
purchased energy or the fuel cost of its highest cost 
generating unit available to,be dispatched to serve native 
load during the reporting expanse month. Costs for non-
economy energy purchases that are not recoverable through 
an electric utility's FAC are considered *'non-FAC expenses" 

^ Response to items 26 md 27 of the Commission's First Request for Information ("Commission's 
First Requesf), attached as the Appendix to the Commission's August 13,2014 Order. 

^ Case No. 2Q0Q-00495-B, An Exammstbn of the Appilcaiion of ihe Fuel Adjustmer\t Clause of 
American Electric Power Company from May 1, S001 to October 31,2001 (Ky. PSC May 2, 2002) at 4. 
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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, It sought and was granted rehearing in Case No. 2000-Q0495-B. By Order 

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 to 

recover through the FAC/ 

In a March 21, 2005 Order in Case No. 2004-00430^ involving East Kentucky 

Power Cooperative, Inc. f East Kentucky'), the Commission clarified Its definition of 

"non-economy energy purchases," stating, '̂ A more accurate definition of non-economy 

energy 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-

00495-B that a utility could recover through the FAC "only the lower of the actual energy 

cost of the non-economy purchased energy or the fuel cost of Its highest cost 

generating unit available to be dispatched to serve native load during the reporting 

expense month."'' 

^ The Peaking Unit Equivalent was based an the operatinQ characteristics of a General Electric 
simple-cycle gas turbine, 

^ Case No. 2004-00430, Bast Kmtucky Power Cooperative's Request for a Dedaratory Rulmg orr 
the Application of Administrative Regulation 807 KAR 5:056 io its Proposed Treatment of Non-Economy 
Bnergy Purchases (Ky. PSC Mar. 21,2005). 

^/d. a ta 

^ Case No. 2000-00495'B, An Examination of the Application of the Fuel Adjustment Clause of 
American Electric Power Company from May 1, 2Q0i to October S t 2001 (Ky PSC May 2, 2Q02) at S, 
(Emphasis added). 
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Kentucky Power initially stated in this proceeding that It was not limiting recovery 

of the 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 than a proxy, be used In accounting for and reporting fuel costs,^ 

However, upon additional questioning, Kentucky Power stated, "Upon review and 

analysis, the Company recognizes its earlier interpretation of the EKPC Orders was 

erroneous."^ During questioning at the hearing, Kentucky Power slated that $83,720.76 

in power purchases in excess of the "Peaking Unit Equivalent" should be disallowed for 

the review period.''^ 

yethodoloQV of Aliocatina Fuel Costs Between Native Load and Off-Svstem Sales 

Whan allocating fuel costs between native load customers and off-system sales, 

Kentucky Power allocates "no load costs" to native load customers each hour. "No load 

costs'̂  are defined by Kentucky Power as the fixed fuel and consumable co.sts incurred 

v^hen a unit is In operation that are not dependent on the output level of the unit. '̂' In 

addition, Kentucky Power allocates other incremental costs to run the generating units 

at the minimum level of operation each hour to native load customers to the extent that 

there Is native load to which to allocate the costs. If there Is not enough native load in 

that hour to allocate the other incremental costSj Kentucky Power allocates the costs to 

^ Response to ttsm 1.b.(1) of Commission Staffs Second Request for Information ("Staffs 
Second Request"). 

^ Response to item la, of Gdmmissicn Staffs Third Request for Information ("Staffs Third 
Request") 

'̂  Movember 12.2014 Hearing al 15:11:13. 

^̂  Response lo Item 2S of the Commlssian's First Request 



off-system sales.'^ For costs above the unit minimums, Kentucky Power stacks the 

costs on a $/MWh basis, and for each hour, for each unit, the unit with the most 

expensive $/MWh cost of the last megawatt hour ("MWh") produced is assigned to off-

system sales.̂ ^ Kentucky Power states that allocating "no load costs" and other 

incremental 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 asserts that. Its fuel allocation methodology Is reasonable 

because: 1) customers have "first call" on its generating assets and, because of this 

'̂ first call/' its customers 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 Utilities Company, Federal Energy Regulatory Commission 

guidance, and the Stipulation and Settlement Agreement ("Settlement Agreement") In 

Case No, 2012-00578 {"Mitchell Case")."̂ ^ ^̂  Kentucky Power notes that the Settlement 

Agreement states that "[c]ustomers shall at all times be entitled to the feast-cost energy 

''̂  Response to item 4.b.(1) of Staffs Second Request. 

^̂  Response to Item 29.b. of Commission's Fii^t Request. 

"̂̂  Rebuttal Testimony of Kelly D, Pearce at pages 8 and 20. 

'̂ ^ Kentucky Power Post-Hearing Brief at pages 10-16. 

^̂  Case No. 2012-O0578, AppHcation of Kentucky Power Company for (1) a Certificate of Public 
Convenience and Necessity Authorizir^g the Transfer to the Company of an Undivided Fifty Percent 
interest in the Mitchell Generating Assets; (2) Approval of ihe Assumption by Kentucky Power Company 
of Certain Uabilities In Connection with ths Transfer of the f^ltchell Generating Stathn; {3} Declaratory 
Rulings; (4} Deferral of Costs Incurred in Connection with the Company's Efforts to Meet Federal Clean 
Air Act and Related Requirements; and (S) Ail Other Required Approvals and Relief (Ky, PSC Oct, 7, 
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produced by generation owned, leased or purchased by the Company consistent with 

economic dispatch principles" and that its allocation of the highest incremental fuel 

costs to off-system sales follows from the economic dispatch of its units, Kentucky 

Power claims that It acted In good faith In making its representations regaixiing a $16.75 

million fuel savings reported 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 to its native load customers as a result of the Mitchell Generating 

Station f 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. 

KlUC and the AG object to Kentucky Power's methodology, arguing that; 1) It 

caused native load customers to pay a disproportionate amount of fuel costs during the 

review period, as evidenced by a deference In $/lV!Wh of fuel costs allocated to native 

load compared to the $/MWh allocated to off-system sales;̂ ^ 2) "no load costs" for ail 

Kentucky Power generating units were unfairly allocated to native load customers each 

hour even when the units were not necessary to serve native load; 3) Kentucky Power 

claimed $16,75 million in annual Hiel savings if it acquired a 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 costs" are similar to fixed environmental costs which are allocated to 

off-system sales; and 5) Kentucky Pov̂ mr's calculation of $9.9 miilion of savings from 

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

*" Direct Testimony of Lane Kollen, Exhibit_(LK-3), stiows that, for the four months of the review 
period that fail in ihe overlap period, ths average fuel cost allocated to native load customers v>/as 
$31.67/MWh, while S24,13/MWh was allocated fo off-system sales. 
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was flawed in that if used unreaiistic and Incorrect assumptions. KlUC and the AG 

recalculated Kentucky Power's fuel costs using the methodology used by East Kentucky 

and recommend that $12,648 million in fuel costs be disallowed, plus an additional 

$.864 million in Interest.̂ ^ ^̂  in addition, KlUC and the AG recommend that Kentucky 

Power be required to adopt the fuel-cost allocation of East Kentucky and Duke Energy 

Kentucky, Inc. hereafter.̂ * 

DiSCUSSiON 

ion at 

Settlement Agreement which authorized Kentucky Power to acquire a 50 percent 

undivided interest in the Mitchell Station. Because of that approval, during the period 

January 1, 2014, through May 31, 2015 f the Overlap Period"), Kentucky Power will own 

and operate both the 8G0-megawatt ("MW") Big Sandy Unit 2 and rls 50 percent 

undivided Interest In the Mitchell Station, or 78G MW. During the 17-month Overlap 

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 

^̂  Direct Testimony of Lane Koiie.n at page 6. 

^̂  East Kentucky describes its methodology as follows; "Fuel is allocated between native-load 
sales and off-system sales on a stacked cost basis. EKPC considers each hour of operation, determines 
if a safe was made from its system during that hour and then allocates the highest cost resource(s| to thai 
sale for FAC purposes. The process of stacking and assigning the highest cost resources to off-system 
sales protects EKPC's native load from having no-load cost assigned inappropriately." Sea Case No, 
2014-Q0226, An ExaminBtion of the Application af the Fuel Adjustment Oausa of East Kentucky Power 
Cooperative, inc. from. November 1, 2Q1.3 through April 30, 2014, Response to CoRimisslon's Initial 
Request for Information, attached as the Appendix In the Commission's August 13, 2014 Order, item 
29.a. 

^̂  KlUC and the AG believe the methodology usad by East Kentucky and Duke Energy Kentucky, 
inc. to bs the same or similar as both make reference throughout their Joint brief of the "EKPC/Duke" 
methodology. 

^̂  See Case No. Case No, 2013-0Q47S, Integrated Resource Planning Report of Kentucky Power 
Company to the Kentucky Public Sen/ica CommlBSion, page 14, filed Osc. 20,2013. 
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reserve margins, Kentucky Power's operations during the temporary Overiap Period 

cannot be considered "usual" or "normal." For these reasons, the Commission finds 

that \\ is inappropriate at this time to determine whether Kentucky Power's methodology 

for allocating fuel costs between native load and off-system ^ ies is unreasonable under 

'•normal" operating conditions. We will defer consideration of that issue until such time 

as Kentucky Power is operating under "usual" or "normal" circumstances with respect to 

ihe level of reserve margin. The Commission further finds that Kentucky Power's 

methodology for allooating fuel costs between native load and off-system sales should 

be evaluated for reasonableness atfer Kentucky Power has operated for a 12-month 

period without the effect of the recently terminated American Electric Power Pool 

Agreement and without the operation af Big Sandy 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 luei allocation methodology is 

unreasonable because it produces an unreasonable result and that certain fuel costs 

related to the Mitchell Station should be disallowed as discussed below. 

'̂ No Load Costs" Reiated to the Mitchell Station ("Mitcheil n̂o load cost'") 

As discussed supra, the Settlement Agreement approved In Case No, 2012-

0G578 authorized KenUicky Power to acquire a 60 percent Interest in the Mitchell 

Station. Our approval v̂ as premised, in no small part, on the stipulation that the Mitchell 

acquisition would result in significant fuel savings to Kentucky Power's ratepayers, 

because the Mitchell Station was fully scrubbed and capable of burning a certain 

amount of higher-sulfur, lower-cost coal. In that proceeding, in response to Item 10 of 

Staffs Fifth Request, Kentucky Power provided an exhibit which showed, among other 
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things, that customers would receive a 5;33 percent increase in rates during the Overlap 

Period as a result of ths Mitchell Station acquisition. The relatively small rate impact 

was a direct function of the then-claimed $16.75 miilion in annual fuel 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 to revise the exhibit in the current proceeding to reflect the Mitoheii 

"no load costs." The revised exhibit shows $38,252 million in annual "no load costs" 

related to the Mitchelf Station and that, Instead of an Increase of 5.33 percent, 

customers are actually experiencing a 12.81 percent increase during the Overlap 

Period.^^ 

Kentucky Power was the only party to the Settlement Agreement aware of and 

able to disclose the effect that its aliocation of Mitchei! "no load costs" would have on its 

customers during the Overlap Period. Kentucky Power did not disclose this infonnation, 

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

aware of the ailocation of "no load costs" for years,^^ and this same witness pari:icrpated 

in the settlement discussions In the Mitchell Case.̂ ® It is incomprehensible to the 

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

^ The Information becams known when a meeting v̂ âs scheduled for June 26, 2014, pursuBnt to 
the Commission's Meeting Tracking process, and KlUC requested Kentucky Power to explain the reason 
for an increase in fuel costs for discussion at the meeting. 

^̂  Response to Item 9.c. of Staffs Third Request, 

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

^̂  See attendance sheets attached to June 28, 2Q13 informal Conference Memo In Case No. 
2012-00578. which summarized the May 16, 2013, May 22, 2013, and ^ay 24, 2013 Informal 
Conferences in which tiie parses to that case engaged in settlement discussions. 
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have been overlooked by Kentucky Power in the Mitchell Case. The parties entering 

into the Settlement Agreement in that case had every right to believe that Kentucky 

Power had fully disclosed all costs reiated to the transaction. Instead, the Commission 

and the mtexyemng parties were informed that there would be SI 6.75 miilion in annual 

fuel savings, but were not Informed of 138.252 million in annua! "no load costs" that 

would be allocated entirely to native load customers. It Is difffcuit to overstate the 

Importance of the Commission's decision in the Mitchell Case to Kentucky Power's 

ratepayers, the parties to that proceeding, and the Commission. Transparency is 

critical, and indeed one of ihe tQuchstons princtpfes in the regulatory process. The 

failure of Kentucky Power to disclose this information in the Mitchell Case Is a matter of 

great concern to the Commission, 

Administrative Regulation 807 KAR 5:056 requires the Commission, at six-month 

intervals, to conduct public hearings on a utility's past fuel adjustments, it further 

requires the Commission to "order a utility to charge off and amortize any adjustments it 

finds unjustified due to improper caiculation or application of the charge or Improper fuel 

procurement practices." 

Because the Mitchell "no load costs" and their impact during the Overiap Period 

were not dIsclCBed by Kentucky Power In Case No. 2012-00578, and because the 

application of Kentucky Power's fuel cost allocation methodotogy during the Overlap 
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Period when its reserve margin is approximately 57 percent produces an unreasonable 

result.̂ ^ the Co.mmission finds the following: 

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

costs" incurred during the Overlap Period should be disallowed for recovery. For the 

entire 17-mQnth Overlap Period, the disallowance will total approximately $54 million.^^ 

For the four months of the Overlap Period that fall in the review period, the amount of 

the disallowance is $13,155,170.15.^^ 

2. Kentucky Power should immediately cease coHecttng through the FAC "no 

load costs" related to the Mitchell Station. This cessation should continue through the 

end of the Overlap Period, May 31, 2015. 

3, Mitchell "no load costs" that Kentucky Power has recovered through the 

FAC since the end of the review period should be disallowed in future FAC review 

proceedings. 

4, Because the $13,155,170.15 of Mitchell "no load costs" was.CQllected, over 

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 to 

credit through its FAC a total of $13,238,890.91 over four months in equal amounts of 

^ A percentage increase approximately 2,5 times the increase that Kentucky Power indicated 
would occur as a resuit of the Settlement Agreement is patently unreasonable. In addittcn, ths difference 
between the S/MWh of fuel costs allocated lo native load and the S/hMlh allocated to off-system sales is 
unreasonable, 

^̂  $38,252 milHon divided by 12. multiplied fey 17. 

^̂  Total of columns Mitchell 1 KP and Mitchell 2 KP of Kentucky Power's response to Item 29 of 
the Commission's First Request, Attachment 2. 
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$3,309,722.73^° beginning with the first FAC monthly filing following the date of this 

Order. 

5. Outside 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 is no evidence of improper calculation or application of Kentucky Power's 

FAC charges or improper fuel procurement practices. 

Although the Commission has found that Kentucky Power's aliocation of its "no 

load costs" in the context of FAC recovery during the Overiap Period is unreasonable, 

such a finding has no impact on our decision in the Mitchell Case that the Mitchell 

Station acquisition, over the long term, still represents the lowest reasonable cost 

alternative with respect to the disposition of Big Sandy Unit 2. 

The Commission aiso finds that, in the next FAC review proceedings covering 

the tv^o-year period November 1, 2012, tiirough October 31, 2014» it will examine the 

issue of regional transmission organization ("RTO") biiiing codes and the 

appropriateness of their Inclusion In the FAC calcuiation for those utilities that are 

members of an RTO. The Commission further finds that Kentucky Power should file 

testimony in- the next FAC review proceeding on the specific codes that are included in 

the FAC calcuiation 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 Mitcheil "no load 

costs" incurred during the Overiap Period is disallowed for recovery. 

^̂  In order not to exceed the total refund of S13,236,890,91 > the fourth month's credit will be equal 
to $3,309,722.72, 
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2. For the Ibur months of the Overlap Period that fall In the review period, 

January 2014 through April 2014, the amount of the disallowance for Mitchell "no load 

costs" is $13,155,170.15. 

3. Power purchases in the amount of $83,720.76 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 to the date of this 

Order, or as amended If filed prior to the date of this Order, and continuing for a total of 

four consecutive months, Kentucky Power shall include a credit of $3,309,722.73^^ to 

refund to customers a total of $13,238,890.91 for power purchases in excess of the 

Peaking Equivalent Unit and Mitchell "no load costs" during the period under review as 

discussed herein. 

5. Kentucky Power shall cease collecting through the FAC "no load costs" 

related to the Mitchell Station. This cessation shall continue through the end of the 

Overlap Period, May 31, 2015. 

6. Mitchell "no load costs" that Kentucky 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 excess of the Peaking Unit Equivalent 

and the aliocation of MitcheH "no load costs" to native load customers discussed herein, 

the Commission finds that there is no evidence of Improper calculation or application of 

Kentucky Power̂ s FAC charges or improper fuel procurement practices. 

31 id. 
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8, Kentucky Power shall file testimony in the next FAC review proceeding on 

vhich codes are included in the FAC calculation and an explanation for why each is 

ippropriata for Inclusion, 
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DELIVERED BY EMAIL 

June 3, 2015 

Ray Strom 
Public Utilities Commission of Ohio 
Rates & Analysis Department 
Siring, Efficiency & Renewables Division 

Tamara S. Turkenton 
Public Urilities Commission of Ohio 
Rates & Analysis Department 
Regulatory Services Division 

Re: Update to Redactions 

Dear Mr. Strom and Ms. Turkenton: 

Pursuant to the requirements of paragraph 9 of the May 13, 2015 Finding and Order of the 
Public UtJliries Commission of Ohio ("PUCO" or "Commission"), please fmd attached to this 
letter a redacted version of the report firora NERA Economic Consulting ("NERA"), the 
Aucrion Manager under AEP Ohio's Comperitive Bidding Process ("CBP"). This report was 
submitted on May 12, 2015 following the conclusion of the auction to procure hall 
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. 

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. 

Chantale LaCasse, 
Senior Vice President, NERA 

yiWfl C Marsh & McLennan Companies 

mailto:Chantale.LaCasse@nera.com
http://www.nera.com
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Asim Z. Haque, Commissioner, Public Utilities Commission of Ohio 

Jason Rafeld, Public Utilities Commission of Ohio 
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 
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Final Report (Redacted Version) 

Table 1 . Summary of Auction Results 

Number of Registered 
Bidders 

Total initial eligibility of 
Registered Bidders (# of 
tranches) 

Total Initial edgibllity 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 

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

Number of tranches 
procured In auction 

Number of rounds In the 
auction 

Number of winning bidders 

Starting price range 
($/IVlWh) 

Starting price ($/IVlWh) 

Clearing price ($/MWh) 

June 1,2015 to 
May 31,2016 

84 

4.94 

17 

17 

Delivery Period 
June 1,2015 to 
May 3 1 , 2017 

68 

4.00 

17 

17 

June 1,2015 to 
May 31 ,2018 

43 

2.69 

16 

16 

6 

70.00 - 95.00 

55.42 

6 

70.00 - 95.00 

54.70 

6 

70.00 - 95.00 

56.35 

^M 
13 

195 

3.90 

50 

50 

18 

9 
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IVIay 12, 2015 
Final Report (Redacted Version) 

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

Clearing Price ($/MWh) 

Winning Bidder 

AEP Energy Partners, Inc. 

American Electric Power 
Service Corporation as agent 
for Appalachian Power 
Company, Indiana Michigan 
Power Company and 
Kentucky Power Company 

BP Energy Company 

Buckeye Power, inc. 

DTE Energy Trading, Inc. 

Exelon Generation Company, 
LLC 

FirstEnergy Solutions Corp. 

Noble Americas Gas & Power 
Corp. 

TransCanada Power 
Marketing Ltd. 

Total 

June 1,2015 to 
May 31,2016 

55.42 

Tranches Won 

4 

4 

_ 

1 

2 

3 

-

-

3 

17 

June 1,2015 to 
May 31,2017 

54.70 

Tranches Won 

4 

-

4 

-

3 

3 

1 

2 

„ 

17 

cSH 
56.35 

Tranches Won 

2 

-

3 

-

2 

4 

3 

2 

-

16 

10 

4 

7 

1 

7 

10 

4 

4 

3 

50 

NERA Economic Consulting 
AEP Ohio CBP 
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Final Report (Redacted Version) 

Table 3. Auction Manager's Assessment of the Conduct of the Auction 

. > ^# -v 

1 

2 

3 

4 

5 

6 

7 

Question 

Were the competitive bidding 
rules violated? 

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

Did bidders have sufficient 
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? 

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? 

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

Answer 

No. 

Yes. 

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

Yes. No updates to the timetable were 
needed. 

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

No. 

Yes. 

NERA Economic Consulting 
AEP Ohio CBP 
Confidential Information 
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r.^/# :-,;,• 

8 

9 

10 

1 1 

1? 

13 

14 

15 

Question 

Were there any hardware or 
software problems or errors, 
either with the auction system or 
with its associated 
communications systems? 

Were there any unanticipated 
delays during the auction? 

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

Were appropriate data backup 
procedures planned and carried 
out? 

Were any security breaches 
observed with the auction 
process? 

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

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

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? 

••/Answer, 

No. 

No. 

No. 

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

No security breaches were observed. 

Yes. 

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

Yes. 

NERA Economic Consulting 
AEP Ohio CBP 

Confidential Information 
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# 

16 

17 

18 

19 

20 

2 1 

22 

^ .;-••;/.•"?"•; " Q u e s t i o n V ' ; V > - . . " ' - o ; . ' " 

Was there evidence of confusion 
or misunderstanding on the part 
of bidders that delayed or 
impaired the auction? 

Were the communications 
between the Auction Manager 
and bidders timely and 
effective? 

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

Was there any evidence of 
collusion or improper 
coordination among bidders? 

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

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

Were there factors exogenous to 
the auction (e.g., changes in 
market environment) that 
materially affected the auction 
in unanticipated ways? 

• :>•;;/Answer ^:;/';,; 

No. There was no such evidence. 

Yes. The Auction Manager provided 
information on the schedule and reminders 
through the messaging function of the 
auction system. 

No. 

No. 

No. 

Yes. 

No, we are not aware of any factors 
exogenous to the auction that materially 
affected the auction In unanticipated ways. 

NERA Economic Consulting 
AEP Ohio CBP 
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•y I f - P j • Senior Vice President 

ECONOMIC COIVSULTING National Econcxnic Researdi Associates, Inc. 
1255 23rd Street NW. Suite 600 
Washington, DC 20037 
Office: 202-466-9218, Fax: 202-466-3605 
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DELIVERED BY EMAIL 

April 28, 2015 

Ray Stiom 
Public Utilities Commission of Ohio 
Rates & Analysis Department 
Siting, Efficiency & Renewables Division 

Taniaia S. Turkenton 
Public Utilities Commission of Ohio 
Rates & Analysis Department 
Regulatory Services Division 

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

Deal- Mr. Strom and Ms. Turkenton: 

Please find attached to this letter the redacted version of tlie report that NERA Economic 
Consulting, as Auction Manager under AEP 01iio*s Competitive Bidding Process ("CBP"), 
prepared at the conclusion of the first auction imder ESP IH. Tliis auction procured Ml 
requirements supply for 50% of tlie energy and capacity requiremeiits of AEP Ohio's Standaid 
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 infonnation. 

Sincerely youi-s. 

Chantale LaCasse, 
Senior Vice President, NERA 

cc: Andre Porter, Chairman, Public Utilities Commission of Oliio 
Tlioiuas Jolmson, Connnissioner, Public Utilities Commission of Ohio 
Lyim Slaby, Commissioner, PubUc Utilities Commission of Ohio 

Auk Marsh s McLennan Companies • § EXHIBIT 
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http://www.nera.com
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M. Beth Trombold, Comjtnissioner. Public Utilities Commission of Ohio 
Asim Z. Haque, Conunissioner, Public Utilities Commission of Ohio 

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

Frank Mossburg, Boston Pacific Company 

Michael McCulty, ABP Ohio 
David Weiss, AEP Ohio 
Steven T. Nouise. AEP Ohio 
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Final Report (Redacted Version) 

Table 1. Summary of Auction Results 

Number of Registered 
Bidders 

Total initial eliglbiiity of 
Registered Bidders (# of 
tranches) 

Total initial eligibility divided 
by tranche target 

Number of bidders that 
submitted bids in round 1 

Number of tranches bid in 
round 1 

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

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

Number of tranches 
procured in auction 

Number of rounds in the 
auction 

Number of winning bidders 

Starting price range 
($/IVIWh) 

Starting price ($/MWh) 

Clearing price ($/MWh) 

June 1 ,2015 to 
May 3 1 , 2 0 1 6 

17 

Delivery Period 
June 1 ,2015 to 
May 3 1 , 2017 

17 

June 1 .2015 to 
May 3 1 . 2 0 1 8 

^^^^^^^vo^^^^^^^l 

16 

5 

70.00 - 95 .00 

53.79 

7 

70.00 - 95,00 

5 3 . 5 1 

5 

7 0 . 0 0 - 9 5 . 0 0 

55.58 

iili^iipi 
^H 

13 

50 

50 

1 8 

9 
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Table 2. Winning Bidders, Tranches Won, antH Clearing Prices 

Clearing Price 
($/MWh) 

June 1,2015 to 
May 31,2016 

53.79 

June 1,2015 to 
May 31,2017 
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Table 3. Auction Manager's Assessment of the Conduct of the Auction 

"^:.#v. 

1 

2 

3 

4 

5 

6 

7 

•̂ •'̂ Quesrtî n :̂:̂ ••' 

Were the competitive bidding 
rules violated? 

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

Did bidders have sufficient 
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? 

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? 

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

/•-"'^/Answer'i. ' ;•; 

^^^^^^•jM^^^^HHI ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ 1 
^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ 1 
^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^H 
^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^H ^^^^^^^^^^^^^^^H ^̂^̂^̂^̂^̂^̂^̂^̂1 
^̂ ^̂ ^̂ ^̂ H ^̂^̂^̂^̂^̂^̂^̂^̂1 
^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^H 
^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^H ^^^^^^^^^^^^^^^^^^^^^^^^^1 ^^^^^^^^^^^^^^^^^^^^^1 
^^^^^^^^^^^^^^^^H ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ 1 
^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^H ^̂̂ ^̂̂ ^̂̂ ^̂̂ ^̂̂ ^̂̂ ^̂̂ ^̂̂ 1̂ 
^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ H 
^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ H 
^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ 1 
^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^H 
^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^H 
^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^H 
^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^H 
^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^H ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ H ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ 1 
^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^H ^^^^^^^^^^^^^^^^^^^^^^1 ^^^^^^^^^^^^^^^1 

NERA Economic Conajlttng 
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# 

8 

10 

1 1 

12 

13 

14 

15 

Question 

Were there any hardware or 
software problems or errors, 
either with the auction system or 
with its associated 
communications systems? 

Were there any unanticipated 
delays during the auction? 

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

Were appropriate data backup 
procedures planned and carried 
out? 

Were any security breaches 
observed with the auction 
process? 

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

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

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? 

NERA Economic ConKiKing 
AEP Ohio CBP 
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16 

17 

I S 

19 

2 0 

2 1 

2 2 

Qu^ion 

Was there evidence of confusion 
or misunderstanding on the part 
of bidders that delayed or 
impaired the auction? 

Were the communications 
between the Auction Manager 
and bidders t imely and 
effective? 

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

Was there any evidence of 
collusion or improper 
coordination among bidders? 

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

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

Were there factors exogenous to 
the auction (e.g., changes in 
market environment) that 
materially affected the auction 
in unanticipated ways? 

NERA Economic Con^iltJng 
AEP Ohio CBP 



April 28, 2015 
Final Report (Redacted Version) 

NERA 
ECONOMIC CONSUITING 

NERA Economic ConsuStng 
AEP Ohio CBP 



This foregoing document was electronically fi led with the Public Utilities 

Commission of Ohio Docketing Information System on 

4/29/2016 11:23:56 AM 

in 

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

Summary: Report - Redacted Version - Final Report of the Auction Manager, AEP Ohio CBP, 
April 28, 2015 electronically filed by Raymond W. Strom on behalf of PUCO Staff 



Zttu^ I 

NERA 
ECONOMIC CONSULTiNG 

Chantale LaCasse 
SenitM" Vice RBsitfent 

National Eranomic Research Associates, inc. 
1255 23rd Street NW, Suite 600 
Washington, DC 20037 
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DELIVERED BY EMAIL 

May 12,2015 

Ray Stiom 
Public Utilities Commission of Ohio 
Rates & Analysis Department 
Siting, Efficiency & Renewables Division 

Tamaia S, Turkenton 
PubHc Utilities Commission of Ohio 
Rates & Analysis 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 tlie report that NERA Economic 
Consulting, as Auction Manager under AEP Ohio's Competitive Bidding Process ("CBP"), 
prepared at the conclusion of the second auction imder ESP HI. This auction procured fiill 
requirements supply for 50% of the energy and capacity requirements of AEP Ohio's Standai'd 
Service Offer ("SSO") customers using supply periods of twelve mouths, twenty-four montlis, 
and thirty-six months. 

Please let us know whether you require any additional information. 

Sincerely yoms. 

Chantale LaCasse, 
Senior Vice President, NERA 

cc: Andre Porter, Chairman, Public Utilities Conunission of Oliio 
Thomas Johnson, Commissioner, Public Utilities Commission of Oliio 
Lyim Slaby, Commissioner. Pubhc Utihties Commission of Ohio 

M m Marsh a Mclennan Companies I EXHIBIT 

Z B l 

http://www.nera.com


Page 2 

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

Jason Rafeld, Public Utilities Commission of Oliio 
Greg Price. Public Utilities Conmiission of Oliio 

Frank Mossburg, Boston Pacific Company 

Michael McCulty, AEP Ohio 
David Weiss, AEP Ohio 
Steven T. Noiu-se. AEP Ohio 
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Table 1. Summaiy of Auction Results 

Number of Registered 
Bidders 

Total initial eligibiiity 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 
targeV volume 

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

Number of tranches 
procured in auction 

Number of rounds in the 
auction 

Number of winning bidders 

Starting price range 
($/IV1Wh) 

Starting price {$/MWh) 

Clearing price ($/MWh) 

June 1,201S to 
May 31,2016 

17 

Delivery Period 
June 1,2015 to 
May 31,2017 

17 

June 1,2015 to 
May 31,2018 

^^^^^^^v(*^^^^^^^| 

16 

6 

70.00-95.00 

55-42 

6 

70.00 - 95.00 

54.70 

6 

70.00 - 95.00 

56,35 

Um^W&M 
f§^tm$:% 

13 

50 

50 

18 

9 
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Table 2. Winning Bidders, Tranches Won, and Clearing Prices 
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Table 3. Auction Managef s Assessment of the Conduct of the Auction 

# 

1 

2 

3 

4 

5 

6 

7 

Question 

Were the competitive bidding 
rules violated? 

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

Did bidders have sufficient 
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? 

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? 

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

Answer 

•••jj j j^^^^^^^^^^H 
^^^^^^^^^^^^^^^^H 
^^^^^^^^^^^^^^^^H 
^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^H 
^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^H ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ 1 ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ 1 
^̂ ^̂ ^̂ ^̂ H ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ 1 
^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^H 
^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^H ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^1 
^^^^^^^^^^^^^^^^^^^^^H 
^^^^^^^^^^^^^^^^H 
^^^^^^^^^^^^^^^^H 
^^^^^^^^^^^^^^^^^^^^^H 
^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ B 

^^^^^^^^^^^^^^^H 
^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ H 
^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ H 
^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^H 
^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ H 
^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^H ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^1 
^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^H ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ H ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ 1 ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^1 
^^^^^^^^^^^^^^^^^^^^^H |HHHBHi^^^^^^l 
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# 

8 

10 

1 1 

12 

13 

14 

15 

Question 

Were there any hardware or 
software problems or errors, 
either with the auction system or 
with its associated 
communications systems? 

Were there any unanticipated 
delays during the auction? 

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

Were appropriate data backup 
procedures planned and carried 
out? 

Were any security breaches 
observed with the auction 
process? 

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

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

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? 
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AEP Ohio CBP 



May 12,2015 
Rnal Report (Redacted Version) 

16 

17 

18 

19 

20 

2 1 

22 

Question 

Was there evidence of confusion 
or misunderstanding on the part 
of bidders that delayed or 
impaired the auction? 

Were the communications 
between the Auction Manager 
and bidders timely and 
effective? 

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

Was there any evidence of 
collusion or improper 
coordination among bidders? 

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

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

Were there factors exogenous to 
the auction (e.g., changes in 
market environment) that 
materially affected the auction 
in unanticipated wa^? 
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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 

TNTERROGATORY 

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 Quarteriy 
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-
01896-005. A copy of the tariff record is provided as OEG INT-1-011 Attachment 1. 

Prepared by: Counsel 

EXHIBIT 
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i ^ ^n 

AEP Generation Resources Inc. as of 6/9/2015 
Electric TCS and MBR 
Tariff Database 
Effective Date: 03/01/2014 Status; Effective 
FERC Docket: ER13-01896-005 314 
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/ISO Specific 

PJM: Seller offers regulation and fi-equency response service, energy imbalance 
service, and operating reserve service (which includes spinning, lO-minute, and 
30-minute reserves) for sale into the market administered by PJM Intercormection, L.L.C. 
("PJM") and, where the PJM 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 PJM Office of Intercormection. 

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, i.e., where that entity has no ability to self-supply ancillary services 
but instead depends on third parties; and (2) sales to a traditional, firanchised 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 Commission has granted authorization. Sales of regulation and frequency 
response service and reactive supply and voltage control service will not include sales to 
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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. 

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

3. Other Terms and Conditions. All other terms and conditions shall be established by 
agreement between Seller and the purchaser. 

4. 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 

5. 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 fiiture issuances of securities and debt and 
assumption of liabilities. 

Waiver of Affiliate Restrictions: The Commission has determined that the Order 
No. 697 affihate 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 affihate 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 \ 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 contmue 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 Spom 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 35.39(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 ^ 61,269 (2013), in connection 
with the Mitchell Power Generation Facility ("Mitchell Planf), 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 regulatory 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, lEU INT 3-1, lEU INT 
4-016, and OEG INT 1-003. 

Prepared by: William A. Allen 

EXHIBIT 

IS-



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: 
i. What is the identity of each contract for each PPA Unit? 
ii. Who are the parties who entered into the contract? 
iii. 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 lEU 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-fi-ont 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 agreeable 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-fi:ont 
approval of the Affiliated PPA for retail recovery is 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 Ohio 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 


