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BEFORE r U L U 
THE PUBLIC UTILITIES COMMISSION OF OHIO 

In the Matter of the Application of the 
Ohio Edison Company, The Cleveland 
Electric Illuminating Company, and 
The Toledo Edison Company, for Approval 
Of a Competitive Bidding Process for 
Standard Service Offer Electric Generation 
Supply, Accounting Modifications Associated 
With Reconciliation Mechanisms and Phase In, 
And Tariffs for Generation Service. 

CaseNo.07-796-EL-ATA 
Case No. 07-797-EL-AAM 

COMMENTS OF 
THE CITIES OF MAUMEE, NORTHWOOD, OREGON, 

PERRYSBURG, SYLVANIA AND TOLEDO, 
THE VILLAGE OF HOLLAND, 

THE BOARD OF TOWNSHIP TRUSTEES FOR LAKE TOWNSHIP, AND 
THE BOARD OF COUNTY COMMISSIONERS, LUCAS COUNTY 

(FOR THE UNINCORPORATED AREAS OF LUCAS COUNTY), 
COLLECTIVELY REFERRED TO AS THE 

NORTHWEST OHIO AGGREGATION COALITION ("NOAC"). 

On July 10,2007, the Ohio Edison Company, The Cleveland Electric Illuminating 

Company, and The Toledo Edison Company (collectively "FirstEnergy") filed an 

Application for approval of a competitive bidding process for the provision of Standard 

Service Offer electric generation to FirstEnergy's retail electric customers begiiming 

January 1, 2009. The Application was filed pursuant to Section 4928.14 of the Revised 

Code and Chapter 4901:1-35 of the Ohio Administrative Code. Pursuant to O.A.C. Rule 

4901:1-35-05, a technical conference concerning the Application was held on August 16, 

2007. By entry dated the same day as the technical conference, the Commission 

This i s t o c o r t l t y t ha t th« ija^u^u «pp««i:i.iia **"•« *« 
accurato and compl^to ruproduotlon of a caau fIXo 
loo«mottt de l ivor« l ±n the ruflulur eouruo of buniMaa 
Pechnlclan _ ^ Data ffrocosaed - " i P - ^ ^ T -



established a comment period and invited all interested persons to file comments 

regarding FirstEnergy's Application by September 5,2007. 

As a coalition of nine communities representing over 150,000 residential and 

small commercial retail electric customers participating in their governmental 

aggregation programs, the member communities of the Northwest Ohio Aggregation 

Coalition* C'NOAC") are parties interested in these proceedings, have moved for 

intervention herein, and hereby timely provide their comments concerning FirstEnergy's 

Application. 

NOAC^S COMMENTS 

A. The Supplier Participation CeOing Invites 
Monopolistic Conduct And Should Be Revised. 

In its Application, FirstEnergy permits bidding suppliers to bid up to seventy-five 

percent (75%) of the total supply to be auctioned. This amount represents a very high 

share of the total amount to be auctioned - an amount of supply that a monopoly or 

oligopoly participant would normally control. Such a large ceiling for potential suppliers 

invites the potential for pricing manipulation by one or a very small number of suppliers. 

Such an urmecessary invitation is directly at odds with one of the objectives set forth in 

Governor Strickland's recent Plan on Energy, Jobs and Progress for Ohio} Therein, the 

Governor indicates that "we must address the potential economic impact of non-

^ The Northwest Ohio A^regation Coalition is made up of nine individual communities within Northwest 
Ohio, who work cooperatively to secure the most reliable and lowest cost electric generation service for 
their nearly 150,000 residential households and small businesses. NOAC's nine coalition members, which 
are collectively referred to herein as "NOAC," are as follows: the Cities of Maumee, Northwood, Oregon, 
Perrysburg, Sylvania and Toledo; the Village of Holland; the Board of Township Trustees for Lake 
Township (Wood County); and the Board of County Commissioners for Lucas County, representing all the 
unincorporated areas of Lucas Coimty, Ohio. 

^ Governor Strickland's Plan, entitled Energy, Jobs and Progress for Ohio, was released last week as a 
roadmap for dealing with the challenges of the post-2008 electric generation marketplace. 



competitive market pricing."^ The proposed supply ceiling does not seek to reduce non

competitive market pricing - it invites and promotes more of it. Indeed, this provision of 

the Application is not only inconsistent with the Governor's directive, but appears 

calculated to frustrate it when one considers that the seventy-five percent ceiling is 

considerably greater than the supplier participation ceiling used in the previous auctions 

conducted to test the rate provided under FirstEnergy's Rate Stabilization Plan. A much 

more modest supplier participation ceiling appears in order to advance the Governor's 

pricing objective and to reduce the potential for monopolistic price control in the future. 

B. The Load Class Approach Is Preferable 
to the Slice of the System Approach. 

In its Application, FirstEnergy sets forth two altematives by which suppliers 

could bid to supply a portion of FirstEnergy's Standard Service Offer electric generation 

in the future. One approach calls for suppliers to bid based upon "Load Class," while the 

other provides for bidding on a "Slice of the System" as a whole. For several reasons, 

NOAC believes the "Load Class" bidding altemative is superior to the "Slice of the 

System" approach. 

First, the "Load Class" bidding approach requires suppliers to bid on load profiles 

specifically arranged by class of usage. Such class-based profiles permit suppliers 

greater certainty as to the load and general shape of the electric generation product they 

would have to supply if successful in the bidding process. By contrast, a simple slice of 

the overall FirstEnergy system would contain disparate load curves and factors from 

industrial, commercial and residential consumption, resulting in more imcertainty as to 

the ultimate load curves and factors that would be involved in supplying a winning 

Energy, Jobs and Progress for Ohio, p.2. 



auction bid. Because the extent of certainty concerning the precise nature of the electric 

generation product to be supplied affects the risk premium suppliers build into their bid 

pricing, more consumer-fiiendly pricing should result under the Load Class approach 

than under the Slice of the System method. As an advocate for as consumer-friendly 

SSO pricing as possible, NOAC finds the Load Class approach preferable for this reason. 

Second, NOAC also finds the Load Class approach preferable because it is more 

transparent that that of the Slice of the System approach. Under the Slice of the System 

approach, the ultimate bid price must be converted into a SSO price for each class of 

service- The basis for this conversion process is not well specified by FirstEnergy in its 

Application and the documentation provided in support thereof is limited at best. It is not 

clear that the illustrative conversion and the assumptions underlying it v^thin the 

Application are well founded or even justifiable. The opaque nature of the price 

conversion process, where the information is generated by and within the control of 

FirstEnergy, appears at cross purpose to one of Governor Strickland's objectives in his 

Plan for Energy, Jobs and Progress for Ohio: transparency**. As the Load Class approach 

requires no price conversion and is itself a transparent indicator of market pricing 

(presuming the auction is structured correctly), the Load Class approach is preferable to 

the Slice of the System approach on both ultimate pricing and transparency grounds. 

Third, not only is the price conversion necessary under the Slice of the System 

approach problematic because of a lack of transparency, it is also problematic because of 

the potential it presents for market distortion or even anti-competitive mischief Because 

the price conversion process allows for the third-party after-auction assignment of pricing 

^Energy, Jobs and Progress for Ohio, p.5 ("The development of efficient and competitive markets requires 
that power markets be sufficiently transparent..."). 



instead of simply relying on transparent auction pricing itself, the conversion process 

could easily result in inaccurate pricing of industrial and commercial consumers. Such 

inaccurate pricing could result in migration away from SSO participation, leading to 

under or over collections. If a serious under collection should arise, significant non by-

passable charges could develop under the operation of the Revenue Variance Rider, 

which are by their very nature anti-competitive. The chance for this type of market 

distortion and resulting anti-competitive financial barriers is not a mere theoretical 

problem. As has been demonstrated imder the original deregulation framework, then 

under the Rate Stability Plan and its progeny, the Rate Certainty Plan, non by-passable 

charges and related barriers have shown that great caution should be exercised toward 

any and all charges that cannot be avoided. Because the Load Class approach requires no 

pricmg adjustment, and is, therefore, reflective of market pricing and provides little 

chance of subsequent distortion or the magnification of that distortion by non by-passable 

reconciliation charges, its is preferable over the Slice of the System approach for this 

reason as well. 

C. The Anti-Aggregation Provision Involving 
Discounted Street Lighting 

Is Baseless and Should Be Removed. 

While Ohio's original electric deregulation efforts may have not met expectations, 

one provision of S.B.3 has been a true success - opt-out governmental aggregation. As 

early as 2003, the Commission in its own Report on Ohio Retail Electric Choice 

Programs for 2001-2002 noted that "there [were] successes to report" and that 

"[ajggregation, specifically governmental aggregation, has led the way."^ There has been 

^ A Report by the Public Utilities Commission of Ohio, The Ohio Retail Electric Choice Programs Report 
of Market Activity 2001-2002. See, Cover Letter by Chairman Alan Schriber and Executive Summary. 



widespread consensus, both within Ohio and elsewhere, that opt-out governmental 

aggregation has been a great success for the residential and small commercial retail 

electric users located within Ohio's aggregated communities.̂  Factually, the website of 

the Office of the Ohio Consumers' Counsel sums up that consensus best "Electric 

Aggregation - Ohio's Success Story."^ Because of opt-out governmental aggregation's 

demonstrated success. Governor Strickland even made it a point in his recent Plan to state 

that "[t]he Administration supports continuation of municipal opt-out aggregation." 

[Energy, Jobs and Progress for Ohio, p.7]. 

In its Application, FirstEnergy singles out opt-out governmental aggregation for 

discrimination, providing that any community which has even a single electric account 

served through its opt-out aggregation program will be ineligible to receive discounted 

street lighting provided for in the Application. FirstEnergy gives no legitimate reason for 

this discrimination and none exists. It is anti-competitive and blatantly designed to 

punish those communities through out FirstEnergy's service territory, which have 

embraced and utilized opt-out aggregation for the benefits of their residents, small 

commercial businesses and even their own electric accounts paid for by taxpayer money. 

While FirstEnergy's baseless swipe at NOAC, NOPEC and other aggregated 

communities is a wonderful recognition of both our existence and effectiveness, it is 

^^Aggregation Awareness, www.oak.cats.ohiou.edu/~im305101 /info pub.html: "While many forms of 
altemative power have foiled in Ohio, aggregation has been an overwhehning success."; 
^Energy Deregulation and Aggregation: A Story of DoUars and Sense, Seema M. Smgh, Ratepayer 
Advocate of the State of New Jersey, www.state.nj.us/rpa/seemalomspeech.html: "'Opt-out' programs in 
odier states have proven to be successful."; and, 
*Part Two: An Analysis of Opt-Out Aggregation in Massachusetts and Ohio, Matthew H. Brown, 
www.neaap.ncat.org/experts/parttwo.html: "Aggregation appears to have given all participating Ohio 
customers in the aggregators* jurisdictions at least some access to competitively determined electricity 
prices." 

^ Office of the Ohio Consumer's Counsel website, www.pickocc.org/electric/aggregation/success.shtml. 

http://www.oak.cats.ohiou.edu/~im305101
http://www.state.nj.us/rpa/seemalomspeech.html
http://www.neaap.ncat.org/experts/parttwo.html
http://www.pickocc.org/electric/aggregation/success.shtml


nonetheless unreasonable, anti-competitive, inconsistent with Governor Strickland's 

objective of advancing opt-out governmental aggregation, and should be removed fi-om 

the Application. 

CONCLUSION 

The member communities of NOAC believe in free, fair and open competition. 

Over the past seven years, NOAC has sought to make the most of the competitive 

opportunities made available in the retail electric market by opt-out governmental 

aggregation and has consistently advocated for the development of free, fair and open 

markets to provide its residential and small commercial consumers the utmost in 

consumer choice. As stated above, there are anti-competitive and anti-aggregation 

provisions within FirstEnergy's Application that require modification or elimination to 

ensure consumer choice on electric generation matters after 2008. NOAC advocates that 

the Commission make the necessary changes and choices discussed above to protect 

consumer choice and to ensure the equal footing Governor Strickland has pronounced 

consumers entitled to in these types of matters.̂  

* Energy, Jobs and Progress for Ohio, p.7 ("Principle Four: Customers deserve equal footing with 
utilities"). 
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