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THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the : : P U C O

Consolidated Duke Energy Ohio, Inc. : Case Nos: 085-725-EL-UNC
Rate Stabilization Plan Remand and - 06-1069-EL-UNC
Rider Adjustment Cases : - 05-724-EL-UNC
: 06-1068-EL-UNC
06-1085-EL-UNC

STIPULATION AND RECOMMENDATION

Rule 4901-1-30, Ohio Administrative Code (0 A. C.) provides that
any two or more parties to a proceeding may ;enter into a written
stipulation covering the issues presented in sucﬁ a proceeding. The
purpose of this document is to set forth the! 'understanding and
agreement of the Parties who have signed below (Parties) and to
recommend that the Public Utilities Commission of Ohio {Commission)
approve and adopt this Stipulation and Recommendation (Stipulation),
which resolves all of the issues raised by Duke Energy Ohio (DE-Ohio)
and the Commission’s December 20, 2006, Entry in these cases relative
to the suspension of the Fuel and Purchased Power (FPP) tracker, System
Reliability Tracker (SRT), and the Annually Adjusted Component {AAC) of
DE-Ohio’s market-based standard service offer (MB$SO).

This Stipulation is supported by adequate data and information;

represents a just and reasonable resolution of the Wssues raised in these

proceedings; violates no regulatory principle or precedent; and is the
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product of lengthy, serious bargaining among knowlledgeable and capable
Parties in a cooperative process, encouraged by this Commission and
undertaken by the Parties representing a wide| range of interests,
including the Commission’s Staff,! to resolve the aforementioned issues.
While this Stipulation is not binding on the Commission, it is entitied to
careful consideration by the Commission. For purposes of resolving
certain issues raised by these proceedings, the Parties stipulate, agree
and recommend as set forth below.

Except for dispute resolution purposes, neither this Stipulation,
nor the information and data contained therein or attached, shall be
cited as precedent in any future proceeding for or against any Party, or
the Commission itself. This Stipulation and Recommendation is a
reasonable compromise involving a balancing of competing positions, and
it does not necessarily reflect the position whichl one or more of the
Parties would have taken if these issues had been fiilly litigated.

This Stipulation is expressly conditioned updn its adoption by the

Commission, in its entirety and without modification. Should the
Commission reject or modify all or any part of this Stipulation or impose
additional conditions or requirements upon the Parties, the Parties shall
have the right, within 30 days of issuance of the Commission’s order, to
file an application for rehearing. Upon the Commission’s issuance of an

Entry on Rehearing that does not without modification adopt the

Staff will be considered a party for the purpose of entering into this Stipulation
by virtue of 0.A.C. Rule 4901-1-10(c).
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Stipulation in its entirety; any Party may terminate and withdraw from
the Stipulation by filing a notice with the Commission within 30 days of
the Commission’s order on rehearing. Upon such notice of termination
or withdrawal by any Party, pursuant to the above provisions, the
Stipulation shall immediately become null and void.

All the Signatory Parties fully support this Stipulation and urge the
Commission to accept and approve the terms hereof.

WHEREAS, all of the related issues and concerns raised by the
Parties have been addressed in the substantive provisions of this
Stipulation, and reflect, as a result of such discussions and compromises
by the Parties, an overall reasonable resohution of all such issues. This
Stipulation is the product of the discussions and negotiations of the
Parties, and is not intended to reflect the views or proposals which any
individual party may heve advanced acting unilaterally, Accordingly,
this Stipulation represents an accommodation of the diverse interests
represented by the Parties, and is entitled to careful consideration by the
Commission;

WHEREAS, this Stipulation represents a serious comptomise of
complex issues and involves substantial benefits that would not
otherwise have been achievable; and

WHEREAS, the Parties believe that the agreements herein

represent a fair and reasonable solution to the issues raised in the cases
sct forth above concerning DE-Ohio’s FPP, SRT, an‘l AAC;



NOW, THEREFORE, the Parties stipulate, agree and recommend
that the Commission make the following findings dnd issue its Opinion
and Order in these proceedings approving this Stipulation in accordance

with the following:

1.




The FPP auditor’s recommendation 2 on page 1-9 of the Audit

Report dated October 12, 2006, that the Company discontinue its

active management practices shall be withdray

The Parties agree that DE-Ohio, Staff, and interested Parties shall
meet to discuss the terms and conditions under which DE-Ohio
may purchase and manage coal assets, emission allowances, and
purchased power for the period after December 31, 2008. The
Parties agree that such discussions address the auditor’s finding 6
at page 1-8 that DE-Ohio actively looks to limjt purchased fuel and
emission allowance commitments beyond cember 31, 2008.
Based upon the discussions committed to ip this paragraph the
Parties will use their best efforts to agree and make a
recommendation regarding the purchase and cost recovery after
December 31, 2008, of coal, emission allowances, and purchased

power for consideration no later than the next FPP audit.




The Parties agree that DE-Ohio’s congestion costs shall be

recovered through Rider FPP instead of Rider

TCR, as approved in

paragraph 26 of the PUCO’s December 20, 2006 Order in Case No.

03-93-EL-ATA et al. The congestion compon

ents to transfer from

Rider TCR to Rider FPP include Congestion] (day-ahead & real-

time), Losses (day-ahead & real-time), and
Rights (FTR} that were previously included o
Ohio’s Rider TCR application.
The Parties agree that DE-Ohio’s proposed R

shall be adjusted in accordance with

Firm Transmission

n Schedule B of DE-

ider AAC Calculation

the Staff corrected

supplemental testimony of L'Nard E. Tufts, as shown on

Attachment LET-1 shown as Stipulation Attachment 2. Rider AAC

revenue will be trued-up to January 1, 4
amount calculated to be recovered in 2007,

December 31, 2007.

007, such that the

will be recovered by

The Parties agree that DE-Ohio shall work wiFw the Staff to amend

its bill format., Such amendments will be

intended to reflect

generation-related charges such as the FPP, BRT, and AAC, in the

generation portion of the customer bill. Additionally, the parties

agree to simplify and standardize the mjonthly bill message

regarding updated rider charges. Lastly, the Parties agree that

such amendments will not result in additional programming or

billing costs.




The Parties agree that Rider SRT will be updated with the first
billing cycle of the month following Commission approval of this
Stipulation to recover DE-Chio’s projected 2007 planning reserve
capacity purchases by yeaf—end. Rider SRT will be ﬁpdatcd in
future quarterly filings to reconcile any projected over/under
collection.
The Parties agree that DE-Qhio may recover short term (7 days or
less) capacity purchases from its generating assets formerly owned
by Duke Energy North America through thel SRT. DE-Ohio and

Staff shall agree on a pricing methodology prior to DE-Ohio’s

purchase of such capacity. Such purchases s’;hall be acquired at a
market price to be determined as either:
a. Midpoint of broker quotes received; or
b. Average price of 31 party purchases trahsacted; or
c. An alternative method which DE-Ohig and the Staff agree
upon as a reasonable price.
In all instances DE-QOhio’s ability to mainiain an oifer of firm
generation service to all consumers pursuant|to R.C. 4928.14 shall
remain paramount. The Parties agree that recommendation 6 on
page 1-10 of the October 12, 2006 Audit Report is inapplicable to
the extent it is in conflict with this paragraphi
The Parties agree that DE-Chio accepts all andit recommendations

made in the Report of the Financial and Management/Performance




Audit of the Fuel and Purchased Power Rider

dated October 12, 2006, except as set fortl

through eight above,

The undersigned hereby stipulate and agree and

it is authorized to enter into this Stipulation and §

9th day of April, 2007.

of Duke Energy-Ohio

1 in paragraphs one

each represents that

tecommendation this

Respectfully Submitted,
f
'f / -’T" ,."(’fr "zﬁ
s

Paul A. Colbéi‘t, Tmal Attorney
Associate General Counsel
Rocco D’Ascenzo, Counsel

Duke Energy Ohio

2500 Atrium II, 139 East Fourth Street

P. O. Box 960

Cincinnati, Ohio 45201-0960

(513) 287-3015
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On behalf of Staff On Behalf of OHio Energy Group
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On behalf of the Ohio Hospital On behalf of the¢ City of Cincinnati
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Its Attorney Rick Sftes Its Attorney Tomn O'Brien t

On behalf of People Working On behalf of Cognis

Its Attorney Mary Chyistensen Its Attorney Theodore Schneider




CERTIFICATE OF SERVICE

I certify that a copy of the foregoing was se

the following parties this 9th day of April 2007.

yos

l*ved electronically on

LA

Paul A. Colbert
Rocco D'Ascenz

EAGLE ENERGY, LLC

DONALD I. MARSHALL, PRESIDENT
4465 BRIDGETOWN ROAD SUITE 1
CINCINNATI OH 45211-4439

Phone: (513) 251-7283

SKIDMORE SALES & DISTRIBUTING
COMPANY, INC.

ROGER LOSEKAMP

9889 CINCINNATI-DAYTON RD.
WEST CHESTER OH 45069-3826
Phone: 513-755-4200

Fax: 513-759-4270

Intervener

AK STEEL CORPORATION
LEE PUDVAN '
1801 CRAWFORD ST.

MIDDLETOWN OH 45043-0001

CITY OF CINCINNATI
JULIA LARITA MCNEIL, ESQ

n, Counsel

BOEHM, DAVID ESQ.
BOEHM, KURTZ & LOWRY

36 EAST SE
STREET SU|

CINCINNATI

VENTH
ITE 1510

OH 45202-4454




el i

805 CENTRAL AVE STE 150
CINCINNATI OH 45202-53756

COGNIS CORPORATION

35 E. 7TH STREET SUITE 600
CINCINNATI OH 45202-2446

Phone: (513) 345-8291

Fax: (513) 345-8294
CONSTELLATION NEWENERGY, INC.
TERRY S. HARVILL

1000 TOWN CENTER SUITE 2350
SOUTHFIELD MI 48075

Phone: (248) 936-9004

CONSTELLATION POWER SOURCE,
INC.

MICHAEL D SMITH
111 MARKETPLACE, SUITE 500

BALTIMORE MA 21202
Phone: 410-468-3695
Fax: 410-468-3541

CONSUMERS’' COUNSEL, OFFICE OF

16 WEST BROAD STREET SUITE 1800 OFFICE OF

COLUMBUS OH 43215

DOMINION RETAIL, INC.

GARY A. JEFFRIES, SENIOR
COUNSEL

1201 PITT STREET
PITTSBURGH PA 15221
Phone: (412) 473-4129

10

PETRICOFF| M.

VORYS, SATER, SEYMOUR &
PEASE

52 EAST GAY STREET P.O. BOX
1008

COLUMBUS OH 43216-1008
Phone: (614) 464-5414
Fax: (614) 7|19-4904

HOTZ, ANN
ATTORNEY r.’l‘ LAW

CONSUMERS'
COUNSEL 10 W. BROAD
STREET, SUITE 1800

COLUMBUS OH 43215

ROYER, BARTH

BELL, ROYER & SANDERS CO,.
L.P.A.

33 SOUTH GRANT AVENUE
COLUMBUS OH 43215-3¢00




FIRSTENERGY SOLUTIONS CORP.
IRENE PREZEL.J, MANAGER,

MARKETING

395 GHANT ROAD GHE-408

AKRON OH 44333
Phone: (330) 315-6851

GREEN MOUNTAIN ENERGY

COMPANY
JOHN BUI

600 W. 6TH STREET SUITE 9200

AUSTIN TX 78701
Phone: (512) 691-6339
Fax: (512) 691-5363

INDUSTRIAL ENERGY USERS-OHIO

SAMUEL C, RANDAZZO, GENERAL

COUNSEL

MCNEES WALLACE & NURICK LLC 21

EAST STATE STREET 17TH FLOOR

COLUMBUS OH 43215
Phone: (614} 469-8000

KROGER COMPANY, THE

MR. DENIS GEORGE 1014 VINE

STREET-GO7
CINCINNATI OH 45202-1100

LEGAL AID SOCIETY OF CINCINNATI

215 E. 9TH STREET SUITE 200

CINCINNATI GH 45202-2146

11

- 200

KORKOSZ,

RTHUR

FIRST ENERGY, SENIOR

ATTORNEY

76 SOUTH MAIN STREET LEGAL

DEPT., 18T
AKRON OH

FLOOR
44308-1890

STINSON, DANE ESQ.

BAILEY CAVALIERI LLC

10 W. BROAD ST. SUITE 2100
COLUMBUY OH 43215
Phone: (614} 221-3155

Fax: (614) 2

NONE

KURTZ, MI(
BOEHM, KY

21-0479

THAEL
IRTZ & LOWRY

36 EAST SEVENTH

STREET 3

E 1510

CINCINNAT] OH 45202
Phone: (513} 421-2255
Fax: (513) 421-2764

MORGAN,
LEGAL AID

CINCINNAT]

OEL
SOCIETY OF

215 E. NINTH STREET SUITE

CINCINNATI OH 45202




MIDAMERICAN ENERGY COMPANY

BARBARA HAWBAKER, BALANCING & VORYS, 8A1

SETTLEMENT ANALYST
4299 NW URBANDALE DRIVE

URBANDALE IA 50322
Phone: (515) 242-4230

NATIONAL ENERGY MARKETERS
ASSOCIATION

CRAIG G. GOODMAN, ESQ.

3333 K STREET N.W. SUITE 110

WASHINGTON DC 20007
Phone: (202) 333-3288
Fax: (202) 333-3266

OHIO ENERGY GROUP, INC.

OHIO HOSPITAL ASSOCIATION

RICHARD L. SITES

155 E. BROAD STREET 15TH FLOOR

COLUMBUS OH 43215-3620
Phone: (614) 221-7614
Fax: (614) 221-7614

12

PETRICOFF

PEASE

52 EAST GA
1008

COLUMBUS
Phone: (614

M.
'ER, SEYMOUR &

Y STREET P.O. BOX

OH 43216-1008
464-5414

Fax: (614} 7|19-4904

GOODMAN,

CRAIG

NATIONAL ENERGY

MARKETER

3333 K STR
110

5 ASSOC.
EET, N.W. SUITE

WASH[NGT(PN DC 20007

KURTZ, MIC
BOEHM, KU

36 EAST SH
STREET SU

CINCINNAT)
Phone: (513
Fax: (513) 4

*SITES, RIC
AT LAW

HAEL
RTZ & LOWRY

VENTH
[TE 1510

OH 45202
421-2255
21-2764

HARD ATTORNEY

OHIO HOSi;TAL ASSOCIATION

155 EAST
FLOOR

COLUMBUS
Phone: 614+
Fax; 614-22

OAD STREET 15TH

OH 43215-3620
221-7614
1-4771




OHIO MANUFACTURERS ASSN

33 N. HIGH ST
COLUMBUS OH 43215

PETRICOFF, M.

OHIO MARKETER GROUP

VORYS, SATER, SEYMOUR & PEASE
52 EAST GAY STREET P.O. BOX 1008
COLUMBUS OH 43216-1008

Phone: (614} 464-5414

Fax: (614) 719-4904

OHIO PARTNERS FOR AFFORDABLE
ENERGY

COLEEN MOONEY
DAVID RINEBOLT

337 SOUTH MAIN STREET 4TH
FLOOR, SUITE 5, P.Q. BOX 1793

FINDLAY OH 45839-1793
Phone: 419-425-8860
Fax: 419-425-83672

PEOPLE WORKING COOPERATIVELY,
INC.

CHRISTENSEN, MARY ATTORNEY AT
LAW

CHRISTENSEN & CHRISTENSEN
401 N. FRONT STREET SUITE 350
COLUMBUS OH 43215

Phone: {614) 221-1832

Fax: (614) 221-2599

LEYDEN, SHAWN ATTORNEY AT LAW

PSEG ENERGY RESOURCES & TRADE
LLC

80 PARK PLAZA, 19TH FLOOR
NEWARK NJ 07102

13




Phone: 973-430-7698

STRATEGIC ENERGY, L.L.C.
CARL W. BOYD

TWO GATEWAY CENTER

PITTSBURGH PA 15222
Phone: (412) 644-3120

WPS ENERGY SERVICES, INC.
DANIEL VERBANAC
1716 LAWRENCE DRIVE

DE PERE WI 54115
Phone: {(920) 617-6100

GRAND ANTIQUE MALL
9701 READING RD.
CINCINNATI OH 45215

MIDWEST UTILITY CONSULTANTS,
INC.

PATRICK MAUE

5005 MALLET HILL DRIVE
CINCINNATI OH 45244
Phone: 513-831-2800

Fax: 513-831-0505

RICHARDS INDUSTRIES VALVE
GROUP

LEE WOODURFF

3170 WASSON ROAD
CINCINNATI OH 45209
Phone: 513-533-5600
Fax: 513-871-0105

14

PETRICOFF| M

VORYS, SATER, SEYMOUR &
PEASE

52 EAST GA‘Y STREET P.O. BOX
1008

COLUMBUS|OH 43216-1008
Phone: (614) 464-5414
Fax: (614) 7}9-4904

HOWARD, STEPHEN ATTORNEY

AT LAW

VORYS, SA'I?ER, SEYMOUR AND
PEASE

52 EAST GAlY STREET P.O. BOX

1008
COLUMBUS OH 43216-1008
Phone: {614] 464-5401
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Stipulation Attachment 1
Case No. 08-1088-ELLUNC
Fage 1oty
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DUKE ENERGY OHIO
Case No. 45-108%
AA 13 in £

1)  Envirotnmental Compliance
2}  Homeland Security
3} TaxLaw Changes

Total Revenue Requirernent

Stipulation Attschmient 2
Casit No. 06-1063-EL-UNC
Puge 1 of 8

Attachment LET - 1
Page 1 of 6

$ 79652559

128,000
(5ATIAT)
)




B

3
9
5)

8)

8)
9

10}

R Env H
Original Cost
Reserve for Depreciation
Met Flant
Construction Work in Progress
Total Environmental Flant

Pre-tax Retum (11.65%)

Epviroomentat] Q&M Expenses
Operation and Mainfenance
Environmenta} Reagents

Annualized Depreciation

Total Environmental Revenue Requirement

Stipvlation Adachment 2

Case No. 06-1468-EL-UNC
Page 3 of 8
Attachunent LET - }
Page 20f 6
DUKE ENERGY OHIO
Case No. 061085-EL-UNC
poremenial EWvERDNIDENIAL L O
123112000 S/3172006 Inncrement
§ 405942134 $ | 682657284 § 276,715,100
165,336,370 221,251,787 58915417
243605814 461405497 220,799,683
1 2081773 249 891773
3 20605514 § ] ﬂiazae $ 2&691&
$ 8,126820 % 83150651 & 55,023,831
1.453,158 4,809,397 356,232
4,598,944 13,854,155 14,255,211
7,749,260 17,766,538 10,017,278

$ 4492818

124590741 § 7955095




1
2)
)]

4)

5

&)

Reiurn on Capljal Bxpendiaires
Original Cost
Reserve for Depreciation

Net Plant
Pre-tax Retum (11.65%)
Homeland Security OfM
Cperatior and Maintenance
Annualized Depreciation

Annualized Property Taxes

Total Homeland Security Revenue Requirement

Stipaiation Attachment 2

Cuse No. 16-1068-EL-UNC
Popedof 8
Attactonent LET -1
fagedof 6
DUKE ENERGY OHIO
Case No. 06-3085-5L-UNC
Homelend Securily Cost
Information Cyber Physical
Technology Security Secwrity Total
3 I $ 226368 $ 851 % 339,266
78 1 2 0
s 6LA7L $ 169.714 % % % 260,174
$ 723 & 197 & 338 $ 3044
34,387
1687 1523 548 6269
504 504
S TS SIS A5 IR0




DUKE ENERGY OHIO
Cage No. 056-1085
Tax Law Changes

1) Section 199 - Production Activity Deduction
2} Commercial Activity Tax ve. Ohia Franchise Tax

3 Total Tax Law Changes

Stipulation Artachment 2
Case No. 86-1068-EL-UNC
Page dof8

Attachment LET -1
Pagedof 6

$ (2116,364)
1,108

S e CATIATS)




D
2)
3)
4)
5)

6)

8)

%

Pre-tax Income

Effective State Franchise Tax Rate
State Franchise Tax

Gross Revenues

Commercial Activity Tax Rate
Commercial Activity Tax (CAT)
Federeal Taxable Income

Federal Income Tax @ 35%

Total Income,Pranchsie, and CAT

Stiginlation Abtachweni 2
Case No. 06-1068-EL-UNC
Pagesof 8

DUKE GY OH
Casa No| 06-1085
Tax Law -l

Old Law

154,159,400

7.8341%

12,077,002 |
1,025,928.479

0.0000%

0

E

142,082,398

49&8&
61,505,841




Attachment LET -1
Page50f6

1o

New Law Change

154,159,400

4.8525%

7,480,585
1,025,928,479

0.1040%

1,066,966
145,611,849

50,964,147

58,444,732 (3,361.100)

Stiputation Attachment 2
Case No. 86-1068-EL-UNC
PageGof8




)
2)
3)
4)
5)

8)

8)
9

10}

11)

(a)

Stipaiation Attachment 2
Case No. 06-1068-EL-UNC
Page 7ol 8

DUKE ENERGY OHIO
Case No. 06-1085

Section 199 Deduction - Year 2005 (a)
Ohio-Franchise Rate - Year 2006

Effective State Average Rate (5.1% / 105.1}
Effective Statutory Tax Rate

Less: Average Ohio Franchise Tax Rate
Net Effective Statutory Tax Rate

Statutory Federal Tax Rate

Efftective Stautory Federal Tax Rate

Pius: Average Ohio Franchise Tax Rate

Total Effective Statutory Tax Rate

Overaill Income Tax Reduction for
the

12-Months ended May 31, 2006

Duke Energy Ohio's 2005 Section 199 Deduction
After transfer of generating assets -
Duke Energy Ohio's Share - 83.3%
Duke Energy Kentucky's Share - 16.7%




$ 6&59,206

$
$

Attachment LET - 1
Page 6 of 6

5,547,119
5.10%
4.85%

100.00%

-4.85%

95.15%

35.00%

33.30%

4.85%

38.15%

2,116,364

5,547,119
1,112,087

Stipulation Aftachment 2
Case No. $6-1068-EL-UNC
PageSof8




