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Pursuant to Rule 213, the Public Utilities Commission of Ohio respectfully requests the Commission accept the attached response to the request for Rehearing sub​mitted by American Electric Power.  The Public Utilities Commission of Ohio believes that the information contained in the attached response will assist the Commission in addressing the issues in this docket.  The situation is an unusual one in which there is simultaneous activity at the state and federal level.  This Commission should be apprised of the status of activities.  As noted in the attached response, the Public Utilities Commis​sion of Ohio has an ongoing proceeding pending before it and American Electric Power is a participant in that proceeding.  The Public Utilities Commission of Ohio therefore asks this commission to accept the attached response.

Respectfully submitted,

/s/ Thomas W. McNamee


Thomas W. McNamee 

Public Utilities Commission of Ohio

180 East Broad St., 9th Floor

Columbus, OH 43215

614 466 4397 (telephone)

614.644.8764 (fax)

tom.mcnamee@puc.state.oh.us
Attorney for the 

Public Utilities Commission of Ohio
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INTRODUCTION AND BACKGROUND


On November 24, 2010, American Electric Power Service Corporation (“AEPSC”) on behalf of  Columbus Southern Power Company (“CSPCo”) and Ohio Power Company (“OPCo”) (collectively, the AEP Ohio Companies) filed proposed for​mula rate templates under which each of the AEP Ohio Companies would calculate its respective capacity costs under Section D.8 of Schedule 8.1 of the Reliability Assurance Agreement (RAA).  The Ohio-only filing reflects that the revised capacity charges will be billed to competitive retail electric service (“CRES”) providers operating in the State of Ohio.


On November 26, 2010, the Federal Energy Regulatory Commission (FERC) issued its Combined Notice of Filings #1 inviting comments concerning AEPSC’s appli​cation by December 10, 2010.  Subsequently, on January 20, 2011, after reviewing inter​ested parties’ comments, FERC issued an Order rejecting AEPSC’s application.  In response to FERC’s Order, AEPSC filed a request for rehearing on February 22, 2011.  The Public Utilities Commission of Ohio (Ohio Commission) hereby submits its response to AEPSC’s request for rehearing.

DISCUSSION


The Ohio Commission asserts that the current PUCO-approved rates for the AEP Ohio Companies include recovery of capacity costs through provider-of-last-resort (POLR) charges to certain retail shopping customers.  That is, the Ohio Commission has approved retail rates for the AEP Ohio Companies that include recovery of POLR charges to certain retail shopping customers, which are based upon the risk of customers migrating from POLR service to competitive suppliers and thereby requiring such cus​tomers to contribute to the cost of capacity to serve retail load.  AEP-Ohio’s subsequent FERC filing risks undermining the premise on which the Ohio Commission based its approval of a multi-year rate plan (a consequence the RAA was designed to avoid).  These rates are based on the con​tinuation of the current FRR mechanism and the continued use of PJM’s reliability pric​ing model’s three-year auction results.
  On December 8, 2010, the Ohio Commission expressly adopted the use of the RPM auction price as its state compensation mecha​nism.
  AEPSC disputes the existence of such a mech​anism within this docket, but on January 20, 2011, FERC, as a part of its Order, states that “it is uncontroverted that such a [compensation] mechanism has now been adopted by the Ohio Commission.”
  Accord​ingly, Section D.8 of Schedule 8.1 of the RAA dictates that state imposed com​pensation mechanisms prevail in instances where the state jurisdiction requires the load serving entity (LSE) to compensate the FRR entity.
  Despite AEPSC’s arguments, the Ohio Commission maintains that there is no need for FERC to revisit the already estab​lished interpretation of Section D.8 of Schedule 8.1 of the RAA.
  The PUCO’s interpretation is consistent with the deference that FERC has shown to the individual states concerning issues related to resource adequacy requirements that impact state jurisdiction over generation facilities.

Additionally, on December 8, 2010, the Ohio Commission issued an entry in Case No. 10-2929-EL-UNC inviting comments from interested person concerning the AEP Ohio Companies’ capacity charges to Ohio’s CRES providers.  Although AEPSC has argued intently that the Ohio Commission does not have the authority to regulate in this instance, they have been an active participant in the Ohio Commission’s intrastate proceeding.
  Within this proceeding, the Ohio Commission plans to continue examining the viability of the proposed changes to AEP-Ohio's capacity charges until the proceeding comes to an end.  At that time, the Ohio Commission plans to inform FERC, in the above-captioned proceeding, as to the result of its investigation.  Accordingly, the Ohio Commission respectfully requests that FERC deny AEPSC’s request for rehearing.

CONCLUSION


The Ohio Commission thanks FERC for the opportunity to provide its Response in this proceeding.

Respectfully submitted,

/s/ Thomas W. McNamee


Thomas W. McNamee 

Public Utilities Commission of Ohio

180 East Broad St., 9th Floor

Columbus, OH 43215

614 466 4397 (telephone)

614.644.8764 (fax)

tom.mcnamee@puc.state.oh.us
Attorney for the 

Public Utilities Commission of Ohio
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I hereby certify that the foregoing have been served in accordance with 18 C.F.R. Section 385.2010 upon each person designated on the official service list compiled by the Secretary in this proceeding.

/s/ Thomas W. McNamee


Thomas W. McNamee 
Attorney for the 

Public Utilities Commission of Ohio
Dated at Columbus, Ohio this March 9, 2011.
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� 		In the Matter of Commission Review of the Capacity Charges of Ohio Power Company and Columbus Southern Power Company, Case No. 10-2929-EL-UNC.


� 		AEPSC, Docket No. ER11-2183 (Order Rejecting Formula Rate Proposal, 134 FERC ¶ 61,039, at 4) (January 20, 2011).


� 		Schedule 8.1 reads as follows: 


In a state regulatory jurisdiction that has implemented retail choice, the FRR Entity must include in its FRR Capacity Plan all load, including expected load growth, in the FRR Service Area, notwith�standing the loss of any such load to or among alternative retail LSEs.  In the case of load reflected in the FRR Capacity Plan that switches to an alternative retail LSE, where the state regulatory jurisdiction requires switching customers or the LSE to compen�sate the FRR Entity for its FRR capacity obligations, such state compensation mechanism will prevail.  In the absence of a state compensation mechanism, the applicable alternative retail LSE shall compensate the FRR Entity at the capacity price in the unconstrained portions of the PJM Region, as determined in accordance with Attachment DD to the PJM Tariff, provided that the FRR Entity may, at any time, make a filing with FERC under Sections 205 of the Federal Power Act proposing to change the basis for compensation to a method based on the FRR Entity's cost or such other basis shown to be just and reasonable, and a retail LSE may at any time exercise its rights under Section 206 of the FPA.


� 		AEPSC, Docket No. ER11-2183 (Order Rejecting Formula Rate Proposal, 134 FERC ¶ 61,039, at 4) (January 20, 2011).


� 		In the Matter of Commission Review of the Capacity Charges of Ohio Power Company and Columbus Southern Power Company, Case No. 10-2929-EL-UNC.
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