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I.
INTRODUCTION
Ohio Power Company (“AEP Ohio” or “Utility”) has filed an Application to Amend (“Application”) its Corporate Separation Plan, which prompts the need for regulatory review to ensure that AEP Ohio’s 1.5 million customers are protected from paying unreasonable costs.  Full corporate separation is currently scheduled to occur by December 31, 2013,
 pursuant to the Public Utility Commission of Ohio’s (“PUCO”) Finding and Order of October 17, 2012.  
But AEP Ohio now proposes to retain contractual rights to purchase power from generating resources owned by Ohio Valley Electric Corporation (“OVEC”),
 along with the associated liabilities.
  At the same time, AEP Ohio proposes to delay considering its proposal’s pricing and rate implications to customers.
  It proposes to push these issues down the road to other proceedings.
  AEP Ohio’s retention of these assets and liabilities, without first assessing the pricing and rate implications of retaining them, is a bad idea and should be rejected.
If consideration is to be given to AEP Ohio’s proposal, AEP Ohio should first be required to refile its application with the information required by O.A.C. 4901:1-37-09(B).  Ample discovery should be provided to intervening parties and a hearing should then be held to assess pricing and rate implications.  The PUCO should also assess the reasons that other OVEC owners, including other Ohio electric utilities, will not approve AEP Ohio’s proposed transfer of both its contractual entitlements and liabilities to AEP Generation Resources, Inc. (“AEP Genco”).  Further, the PUCO should assess the risks to AEP Ohio from transferring the generating assets without also transferring its liabilities.  Only after these evaluations are completed should the PUCO consider whether the proposed Application is just, reasonable, and in the public interest.
II.
BACKGROUND
The OVEC contract – entered into in 1953 -- was originally designed to provide power to the U.S. Department of Energy (“DOE”) for uranium enrichment facilities located near Portsmouth, Ohio.
  But the contract was terminated by DOE effective April 30, 2003.
  From 1953 to 2003, energy in excess of DOE requirements was used by the OVEC owners, including AEP Ohio and its predecessor companies.
  Beginning in May 2003 all of the power has been available to the OVEC owners.
  And the contract between the OVEC owners was renewed in 2011 with a term through June, 2040.
  Since May 2003, AEP Ohio’s share of this power has been utilized to “supporting SSO service.”

AEP Ohio states that in order to transfer its interest to AEP Genco in a manner that would relieve AEP Ohio of its ongoing liabilities, it needs to obtain all of the other OVEC owners’ consent.  It states that it has not been able to obtain this consent.  Thus, according to AEP Ohio, it could only transfer its beneficial interest in OVEC and not its liabilities.
  AEP Ohio believes this would be a detrimental result for AEP Ohio and, therefore, is proposing to retain the OVEC contractual entitlements as an AEP Ohio generation asset, as well as the liabilities.
  
At the same time, AEP Ohio says that it “intends to liquidate” this power obtained from OVEC into the PJM market “such that future competitive bidding process auctions would not be affected by AEP Ohio’s retention of its entitlements.”
  But merely saying that the power will be sold into the PJM market does not resolve “OVEC rate issues,” which AEP Ohio says can be addressed in other proceedings. 
III.
OBJECTIONS
A.
AEP Ohio’s Application Lacks The Detail That Is Required To Assess Whether It Is Just, Reasonable And In The Public Interest.
The PUCO may only approve a corporate separation plan – or an amendment to it -- if it is just, reasonable, and in the public interest.
  In order to allow for such an assessment, O.A.C.4901:1-37-09(C) requires an application to set forth, “at a minimum,” the following:
(1) 
Clearly set forth the object and purpose of the sale or transfer, and the terms and conditions of the same.

(2) 
Demonstrate how the sale or transfer will affect the current and future standard service offer established pursuant to section 4928.141 of the Revised Code.

(3) 
Demonstrate how the proposed sale or transfer will affect the public interest.

(4) 
State the fair market value and book value of all property to be transferred from the electric utility, and state how the fair market value was determined.

AEP Ohio’s Application to Amend lacks the minimum detail necessary for the PUCO to determine whether AEP Ohio’s proposal is “just, reasonable, and in the public interest.”  Indeed, with the limited information provided, no party can possibly assess the merits of AEP Ohio’s proposal and, in fact, AEP Ohio has proposed to postpone evaluation of how its amendment would “affect the current and future standard service offer.”
  AEP Ohio has not stated the fair market value or book value of these assets and it has not stated how its amendment would affect the public interest.  Other critical information has also been ignored, including the amount of energy and capacity involved, the cost/price of the power, and AEP Ohio’s annual purchase obligation.  And AEP Ohio did not even provide the OVEC contract for evaluation.  There is no basis upon which to approve AEP Ohio’s Application and it should be rejected.
R.C. 4928.17(B) provides that the PUCO “may reject and require refiling of a substantially inadequate plan under this section.”  AEP Ohio’s Application constitutes such a substantially inadequate plan.  The Utility should be required to refile it with comprehensive details and identification of any rate implications for customers that might result from retention of these assets and/or liabilities.
B.
AEP Ohio’s Proposal To Delay Addressing “Retail Rate Issues Relating To OVEC” While Approving Amendment Of The Corporate Separation Plan Should Be Rejected As SSO Customers Must Be Held Harmless From Any Rate Impacts Associated With Retention Of OVEC Assets And Liabilities.

AEP Ohio argues that keeping the OVEC contract is “fair” because it was originally designed to “collectively serve the interests of the United States” and “will help preserve Ohio jobs.”
  AEP Ohio is addressing the “original” design of the OVEC arrangement from some 60 years ago.  But it should be realized that AEP Ohio must justify the arrangement under current Ohio law that contains protections for AEP Ohio’s customers on these issues involving corporate separation 
  
Indeed, AEP Ohio’s Application leaves open the possibility that, as result of AEP Ohio selling the OVEC power in the PJM market, customers will be required to pay AEP Ohio for any losses on that generation sale.  Customers should not have the possibility (or 
reality) to pay for uneconomic energy and capacity when a purpose of corporate separation is to ensure that the risks of the competitive generation market do not fall on utility customers.
  No such subsidy to competitive generation service should be permitted.  To the extent the OVEC assets and/or liabilities are allowed to be retained, the PUCO should require that SSO customers not be harmed by the retention of such assets and/or liabilities.
Compounding AEP Ohio’s failure to provide the information needed to assist the PUCO in assessing the Application, is the Utility’s proposal to disregard “the retail rate issues relating to OVEC,” stating they will be addressed in Case No. 12-3254-EL-UNC.  In that case, procedures for energy auctions will be established and, through such procedures, auction prices for energy will be determined.  AEP Ohio also suggests that OVEC rate issues will be determined after the ESP 2 period, in AEP Ohio’s ESP 3 filing.
  AEP Ohio says that “it is sufficient for now to say that AEP Ohio intends to liquidate the power delivered . . . through the PJM market” and “future competitive bidding process auctions will not be affected by AEP Ohio’s retention” of the OVEC entitlements.
  AEP Ohio concludes that “Thus, there is no need to address rate issues in deciding this narrow amendment to the corporate separation plan that has become necessary.”

But failing to address any “rate issues” now is not sufficient under O.A.C. 4901:1-37-09(C), would violate the legal requirement of providing competitive retail electric service only through a fully separated affiliate of the utility,
 and could harm the SSO customer.  While AEP Ohio may “intend[] to liquidate” this power in the competitive market, AEP Ohio does not say that in intends to accept the market’s remuneration for the OVEC sales as full compensation for these assets.  Indeed, the suggestion that there would be any “OVEC rate issues” suggests that AEP Ohio would not consider the liquidation of this power in the competitive market to be adequate.  
Any PUCO approval of the retention of OVEC assets should be conditioned on a requirement that the modification can have no effect to increase future standard service offer rates that customers pay and will not harm customers in any way.  Absent a determination that AEP Ohio’s customers will be held entirely harmless from the retention of these assets, the amendment must be rejected.
C.
If AEP Ohio Is Permitted To Retain Any Liabilities, Its Parent Company Should Provide A Parental Guarantee Of Any Such Liabilities To The OVEC Owners’ Creditors.
AEP Ohio contends that, without the consent of the other OVEC owners, it can nonetheless proceed to transfer the OVEC contractual entitlements to AEP Genco but that it cannot transfer the liabilities associated with these contracts.
  As part of its negotiation with the other OVEC owners, AEP Ohio indicates that American Electric Power Company “offered to issue a parent company guarantee in support of AEP 
Genco’s obligations under the ICPA.”
  However, this offer was rejected.
  Given that AEP Ohio’s parent was prepared to issue a parent company guarantee to the other OVEC owners, it should also be prepared to issue a parental guarantee of the OVEC liabilities in protection of AEP Ohio and its customers from any harm associated with retention of these liabilities.  The PUCO should not allow the OVEC-related liabilities to be retained by AEP Ohio (the Utility) unless American Electric Power Company (the Utility’s parent) issues a guarantee to the OVEC owners’ creditors.
D.
If The PUCO Does Not Reject And Require AEP Ohio To Refile Its Proposed Amendment With The Required Information, It Should Require A Hearing Be Held With Ample Opportunity For Discovery In Advance Of Such Hearing.
R.C. 4928.17(B) requires that the PUCO reject AEP Ohio’s substantially inadequate filing and direct AEP Ohio to refile if it wishes to pursue the requested relief.  If the PUCO does not require AEP Ohio to refile its proposed amendment, it should allow ample discovery and case preparation time, under the law and rule,
 and hold a hearing upon the Application where AEP Ohio will have the burden of proof.  R.C. 4928.17(B) requires that the PUCO “shall afford a hearing upon those aspects of the plan that reasonably require a hearing.”  Further, O.A.C. 4901:1-37-09(C) provides that the PUCO may provide a hearing if the application appears to be “unjust, unreasonable, or not in the public interest.”

Even if AEP Ohio is not required to refile a substantially adequate plan, ample discovery and a hearing are necessary to determine whether the Application is just, reasonable, and in the public interest.  The PUCO should so order.
III.
CONCLUSION
The PUCO should reject AEP Ohio’s proposed amendment to its corporate separation plan.  The proposed amendment filing is substantially inadequate.  The PUCO should require refiling of the proposed amendment with detailed information, as required by PUCO rule, regarding the retained contractual entitlements and the pricing and rate implications of retention of such interest for all customers, and in particular for SSO customers.  Further, a hearing should be held after ample discovery is afforded to intervening parties.
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� Application to Amend, p.1 (October 4, 2013).


� The OVEC owners include AEP Corp., FirstEnergy Corp., Dayton Power & Light Co., Duke Energy Ohio, Louisville Gas and Electric, Kentucky Utilities Co., Southern Indiana Gas and Electric, Penninsula Generation Cooperative and others.  AEP Ohio Application at 3-4.


� Application to Amend, pp. 2-3, 6.  Alternatively, AEP Ohio notes that “it is also permissible for AEP Ohio without consent of the other owners to transfer its interests to the AEP Genco while remaining liable for obligations under the contract in the event of default by AEP Genco.”  Application to Amend, p. 2.
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� O.A.C. 4901:1-37-09(E).


� Application to Amend, pp. 4-5.


� Application to Amend, p. 4.


� Id. at 4-5.


� R.C. 4928.38 provides that the utility “shall be fully on its own in the competitive market” after the market development period, indicating that the risks of the competitive generation market should not be borne by SSO customers after such period in time.  By providing for the provision of competitive retail electric service through a fully separated affiliate of the utility, including separate accounting, R.C. 4928.17 helps to ensure that the risks of competitive retail electric service are borne by utility affiliates and not utility customers.
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� Id. at 5.


� Application to Amend, p. 5.


� R.C. 4928.17(A)(1).


� Application to Amend, pp. 2-4.
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� R.C. 4903.082 and Ohio Admin. Code 4901-1-16(A).
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