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Dear Docketing Division:
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Inergy Ohio, Inc. In Response To The Commission’s Investigation Into The Value of The
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In the Matter of the Commission’s
Investigation into the Value of
Continued Participation in Regional
Transmission Organizations

Case No. 09-90-EL-COI
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COMMENTS OF DUKE ENERGY OHIO, INC. IN RESPONSE TO THE
COMMISSION’S INVESTIGATION INTO THE YALUE OF THE CONTINUED
PARTICIPATION IN REGIONAL TRANSMISSION ORGANIZATIONS

Comes now Duke Energy Ohio, Inc. (DE-Ohio) and for its comments in
connection with the investigation of the Public Utilities Commission of Ohio
{Commission) into the value of the continued participation in regional transmission
organizations (RTO) hereby submits the following.

L INTRODUCTION

Pursuant to an Entry dated March 4, 2009, this Commission initiated an
investigation into the continued participation in RTOs. Such an investigation is consistent
with R.C. 4928.24, which created a federal energy advocate responsible for examining
“the value of the participation of this state’s electric utilities in regional transmission
organizations and [submitting] a report...on whether continued participation of those
utilities is in the interest of those consumers.”'

The Commission now seeks public input from interested persons on various RTO

issues. DE-Ohio welcomes the opportunity to provide information to the Commission as

it reviews this significant issue. And consistent with the framework established by the

'R.C. 492824,
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Commission, DE-Ohio addresses the specific areas of inquiry in the following order: (1)
the value of participation in RTOs; and (2) alternatives to RTOs.
1L DISCUSSION
A, The Value of Participation in Regional Transmission Organizations
I. Are FERC's Order 2000 goals and objectives being realized to
promote efficiency in wholesale electric markets and to ensure that

eleciric consumers pay the lowest price possible for reliable
service?

The Federal Energy Regulatory Commission's (FERC) goal in FERC Order 2000
was to promote efficiency in wholesale electric markets and fo ensure electricity
consumers pay the lowest price possible for reliable service. The FERC stated
competition in wholesale electric markets is the best way to protect the public interest and
ensure its pricing goal is met. The FERC believed that RTOs could address the
operational and reliability issues confronting the industry and eliminate any residual
opportunity for discrimination in transmission services that can occur when the operation
of the transmission system remains in the control of a vertically integrated utility.
Specifically, the FERC stated regional transmission institutions could: (1) improve
efficiencies in transmission grid management; (2) improve reliability; (3) remove
remaining opportunities for discriminatory transmission practices, (4) improve market
performance; and (5) facilitate lighter-handed regulation.’

DE-Ohio generally believes the FERC’s goals are being achieved through the
tariffs, practices, and procedures of the Midwest Independent System Operator (ISO).
The Midwest ISO has provided independent oversight of transmission services, improved

reliability, managed a more cost-effective dispatch of energy and ancillary services,

? Regional Transmission Organizations, Order No, 2000, 89 FERC 1 61,285 at pp. 70-71 (January 6,
2000).
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lowered the planning reserve requirements for its members through regionalization, and
provided another view of the region’s competitiveness for consideration by federal and
state commissions through the independent market monitor (IMM). In offering this
opinion, DE-Ohio further acknowledges the regional differences that may lend support
for structures other than an RTO.?

Specifically, DE-Ohio believes the Midwest ISO has achieved the first of the
FERC’s poals through managing the transmission systems of its individual transmission
owners under a single independent entity that administers service under a single regional
tariff. In the Midwest, this structure gains praise for unbiased operations beyond those
any affiliated provider may garner. Also, the Midwest ISO employs an IMM who has
oversight of Midwest ISO’s actions as well as those of the Midwest ISO customers.

When the Midwest [SO was formed, it improved regional planning efficiencies
through its scope and configuration. This larger footprint, with its subsequent
coordination, easily enabled larger and more encompassing transmission planning
studies. The consolidation of reliability oversight under a single Reliability Coordinator
(RC) with a large regional view brought with it improvements in the grid’s reliability.

Because the Midwest ISO maintains independent operation of the fransmission
system, it has reduced the potential for discrimination. By implementing an open access

tariff and leveling the playing field, transmission customers have equal access to the

¥ Moreover, Duke Energy specifically stated in testimony supporting the Cinergy Corp./Duke Energy
merger application filed with the Commission that “Duke Energy believes that regional solutions to
transmission issues are preferable and that the Cinergy operating companies’ decision to participate in the
Midwest [SO is appropriate for the environments in their states of operation.” I the Matter of the Joint
Application of Cinergy Corp. on behalf of The Cincinnati Gas & Electric Company and Deer Holding
Corp. for Consent and Approval of a Change of Control of The Cincinnari Gas & Eleciric Company and In
the Matter of the Application of The Cincinnati Gas & Electric Company for the Authority to Modify the
Current Accounting Procedures in Order fo Defer Costs Incurred in Order to Realize Cost Savings as a
Result of the Merger Transaction, Case No. 05-731-EL-MER, et ol,, Direct Testimony of Richard J.
Osborne, at pg. 22 (August 1, 2005).
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region’s transmission assets. The Midwest ISO also employs an independent market
monitoring unit that continuously checks for discriminatory practices by the Midwest
ISO or any of its market participants.

The structured energy markets based upon the Midwest ISO’s locational marginal
pricing (LMP) served to improve resource commitment and market dispatch. DE-Ohio
believes the Midwest ISO has improved grid reliability and economic efficiency through
its use of co-optimized commitment and dispatch of regional resources. A Midwest
[SO-commissioned study found the “Day 2” energy market provides benefits of
approximately $139 million annually.* In addition, the Midwest ISO projects this year’s
implementation of the Ancillary Services Market (ASM), along with the consolidation of
control area functions, would achieve the additional annual gross benefit ranging from
$88 to $183 million.”

DE-Ohio further agrees with the IMM’s statements in the 2007 State of the

Market Report, which provides:

The Midwest ISO energy markets provide substantial benefits for the
region. Although the benefits are sometimes difficult to quantify, the
encrgy markets produce substantial savings in the following areas:

* The day-ahead market provides an efficient daily
commitment of generating resources in the region.
Efficiency is achieved by reducing the quantity of
generation that is committed and by ensuring that the most
economic generation is committed.

* The energy markets cause energy to be produced from the
most economic resources given the limits of the
transmission system. This includes employing the lowest-
cost redispatch options to manage congestion and allowing
the transmission system to be fully utilized.

1 Independent Assessment of Midwest ISO Operotional Benefits, Addendum, May 1, 2007, submitted by
ICF International, at pg. 9.
3 See, http:/elibrary.ferc.gov/idmws/common/opennat.asp?file]D=11454165.
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* The Midwest ISO energy markets improve reliability
* through the five-minute dispatch. This allows far more
responsive and accurate control of power flows on the
transmission system than the Transmission Loading Relief
{“TLR”) procedures used in other regions.

* Finally, the LMP markets provide transparent economic
signals to guide short and long-run decisions by
participants and regulators. Although these benefits are the
most difficult to quantify, they may be the largest because
they accumulate over time as better investment and
retirement decisions are made by participants.'5

2. Are RTOs providing value to Ohio's customers through more
effective managpement and use of the grid by:

(a) Addressing discrimination in access to transmission
service?

DE-Ohio believes RTOs provide opportunities for more efficient management of
the transmission grid and improve access to the grid for all market participants. DE-Ohio
agrees with many industry members and experts interviewed by the Government
Accounting Office (GAQ) in conjunction with the GAO’s 2008 report on RTOs, Many of
those interviewed concluded that RTQs, such as the Midwest ISO, are federally-
mandated unaffiliated providers of transmission service and have independent functional
control of a transmission network. This independence minimizes the likelihood of
discriminatory transmission access.”

Further, DE-Ohio agrees with ICF’s assessment in its February 27, 2007, report

that when the Midwest ISO was formed, it exceeded FERC’s expectations, as expressed

in Order No. 888, “because it created an actual separation of duties rather than relying on

5 2007 State of the Market Report for the Midwesi ISO, prepared by Potomac Economics, at pp. i-ii of
Executive Summary (hereinafter the 2007 TMM Report).

7 Report to the Committee on Homeland Security and Government Affairs, U.S. Senate; Electricity
Restructiring — FERC Could Take Additional Steps To Analyze Regional Transmission Organizations’
Benefits And Performance, September 2008, submitted by the United States Government Accountability

Office, at pp, 43-44.
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a standard transmission tariff to dectease discrimination.” Although the utilities that
created the Midwest ISQ retained ownership and operational conirol of their transmission
facilities, these transmission owners relinquished, to the Midwest 1SQ, their
responsibility for tariff administration and functional control of the transmission assets.
Doing so allowed the Midwest ISO “to provide non-discriminatory open access to the
regional transmission grid.”

(b)  Eliminating of pancaked transmission rates?

DE-Ohio agrees with ICF’s assessment that when the Midwest ISO ended
pancaked rates within its footprint, it provided an overall reduction in transmission costs

% In addition to eliminating the pancaked rates between

within the Midwest ISO region.
Midwest ISO Transmission Owners, pancaked rates have also been eliminated for
transactions between the Midwest ISO and PIM Interconnection, L.L.C. (PIM).

(c) Regional transmission schedwling, tarifT adminisiration, and
settlements?

DE-Ohio believes the Midwest [SO’s role as the single regional transmission
provider responsible for administering its tariff and coordinating transmission scheduling
and settlements provides benefits to Ohio’s transmission customers.

The Midwest ISO, acting as the fransmission provider across the systems of
multiple transmission owners, provides a more effective and efficient approach to grid
management since one entity has information regarding both the footprint’s transmission

system as well as information for the systems beyond the borders of the Midwest ISO.

¥ Independent Assessment of Midwest ISO Operational Benefits, February 28, 2007, submitted by ICF
gnternationa], at pg. 27 (hereinafter the ICF Study).

1d.
1d,
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As a single provider, the Midwest ISO is able to coordinate transmission outages,
interchange schedules, and transmission curtailments both across the Midwest ISO
system and its interconnections. Through its market systems, the Midwest ISO can
redispatch the region’s resources in a very timely manner to address changing
interchange schedules and varying transmission conditions. The use of a centralized
approach allows resources to be scheduled to their maximum econemic value while
honoring the system’s physical limitations.

This single tariff administration, settlement, and credit management approach
provides one point of contact for DE-Ohio when settling transactions within the Midwest
ISO footprint. In the past, DE-Ohio would have been forced to coordinate transactions
with each individual transmission owner providing administration of its own transmission
tariff.

(d) Enhancing reliability?

DE-Ohio believes that as each enhancement to the Midwest ISO’s tariff has
occurred, reliability has been improved or economic benefits have been garnered without
a degradation of reliability. This enhanced reliability is a benefit to DE-Ohio’s
customers. The reliability benefits provided by the Midwest ISO include: an improved
coordination of multi-company operations, which decreased transmission loading
problems; a broader, more regional approach to security coordination; an improved
ability to coordinate transmission and generator outages that might otherwise adversely
affect the transmission system; and increased options available to operators to respond to

system loading problems.
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As the Midwest ISO has introduced more market-oriented mechanisms to resolve
reliability issues, all market participants within the region have benefited. The broad
Midwest ISO footprint provides customers greater access to a more diversified generation
base from a wider region as merchant plants are fully integrated into the Midwest ISO
market operations. It also provides the reliability coordinators with additional tools to
resolve issues in real time or before they arise.

The evolution of continued improvement in system coordination and the addition
of reliability tools within the Midwest ISO have occurred in four stages: the transition
from multiple stand-alone transmission owners to a single regional transmission provider
(Day One); from a single provider using TLR to a single provider using security
constrained economic dispatch with an LMP clearing market (Day Two); from a single
provider with an energy-only market to a co-optimized Energy and Ancillary Services
Market with the Midwest ISO becoming the single Balancing Authority (BA) (Day
Three);, and most recently, the Energy and Ancillary Services Market was combined with
a consistent resource adequacy requirement across the entire Midwest ISO footprint.

In stage one, the establishment of the Midwest ISQ was a significant step in
addressing the need for a regional transmission operator. The Midwest ISO had the
authority to approve scheduled transmission outages and coordinate scheduled gencration
outages for reliability purposes. The Midwest ISO monitored, in real time, all significant
regional generation and transmission parameters. If a potential problem was identified,
the Midwest ISO had the authority to order generation redispatch, transmission

switching, and/or load shedding.
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The reliability of the regional bulk transmission system has been improved by the
Midwest [SO as a result of two major changes. First, the Midwest ISO has a “big picture”
view of the regional system. Prior to Midwest ISO, each individual utility monitored the
generation/load balance, equipment loadings, and the Midwest ISO voltages in its area.
During emergencies, individual utilities could only monitor and control their system.
They did not have significant real-time information on the status of neighboring systems.
Various loading problems arose because the regional transmission system is highly
interconnected. A serious problem on one utility’s system could very likely affect
neighboring systems without that neighbor knowing the root cause of their problem.

In order to address the lack of regional oversight of the transmission system, the
North American Reliability Counsel (NERC) established “RCs.” RCs were typically one
of the regional utilities and they were given responsibility to monitor the regional system,
identify potential problems, and coordinate actions of the regional utilities. In many
instances, the RCs improved the situation. However, in regard to the Midwest ISO |
footprint, the RCs have not had sufficient data or the authority to effectively react to
serious regional problems given that the Midwest ISO footprint is comprised of many
small utilities, in addition to large ones, and there is a large volume of bilateral trades n
the market.

Prior to the Midwest 1SO’s 2004 implementation of the Energy Markets (Day
Two), the footprint relied on NERC’s TLR to manage congestion in and around the
Midwest ISO footprint. Under TLR, if a tfransmission line is approaching a transmission
limit, reliability rules require the cancellation or reduction of transmission transactions to

reduce loading on the line, without regard to the most efficient (i.e., fewest megawatts
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(MW) curtailed) or the most economic (i.e., the least cost for the network) result. The
TLR may have created reliability problems elsewhere by forcing curtailment of supply
arrangements, which are only slightly related to the transmission congestion addressed by
the initial TLR.

Another risk is that the TLR remedy may have aggravated the longer-run
reliability and competition problems within the Midwest ISO market. To the extent that
TLR orders increased the cost and risk of procuring electric power across the larger
Midwest region, reliance on TLR rather than on market-based remedies may have
increased longer-term electric power prices for consumers, both directly through higher
costs and indirectly through reduced competition,

During the next stage, the second and probably the most significant change to the
improvement in system reliability occurred. That was the implementation of Security
Constrained Unit Commitment and Security Constrained Economic Dispatch. The
Midwest ISO runs a computer simulation of the clectrical system every five minutes
using real-time load, generation, and transmission data. The algorithm calculates the
resiliency of the system if any one system component (7.e., transmission line, transformer,
or generator) would fail. The simulation calculates the required output from generators to
ensure the contingency would be manageable if it occurred. Prior to the Midwest ISO’s
Day Two, each Control Area’s generation was dispatched to produce the lowest
reasonable cost for supplying its load and scheduled interchange. A single Control Area

generally would not revise its control or dispatch in anticipation of constraints on

another’s system.
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Additionally, the Midwest ISO’s day-ahead and real-time markets made it easter
for market participants to meet their load-serving obligations due to the availability of
energy at a transparent market price. Furthermore, the use of LMP in the Midwest
Region is a much more efficient method of managing transmission congestion as
compared to the TLR method. Under Day One operations, when a violation of operating
security limits occurred, the only solution available was to curtail one or more
transactions using the NERC’s certified TLR procedure. As previously suggested, the
TLR procedure is a blunt curtailment option that may curtail more transactions than are
necessary, as well as transactions that are of greater economic value.

The third stage of the Midwest ISO’s evolution occurred in January 2009, when
the ASM was implemented as an enhancement to the Energy Market to allow the
Midwest ISQ to operate an Energy and Operating Reserves Market and become the
centralized balancing authority across the Midwest ISO market footprint. The ancillary
services, which consist of regulation, spinning, and supplemental reserve, were
previously provided by each balancing authority within the Midwest [SQ. The Energy
and Operating Reserves Market now provides a more integrated determination of the
energy dispatch and the allocation of capacity for ancillary services and provides
transparent market prices for these services. The result should be lower energy costs for
the Midwest ISO footprint, thereby allowing for more participation in the supply of
ancillary services and ensuring more consistent expectations and compliance
requirements for the ancillary service providers. The Energy and Operating Reserve

Market implementation allows the Midwest ISO to economically meet energy dispatch,
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load following, and contingency reserve deployment while respecting the transmission
limitations.

The Midwest ISO recently entered stage four when it gained federal approval for
a regional resource adequacy requirement within its tariff. DE-Ohio belicves placing a
consistent and enforceable resource adequacy requirement on all load serving entities
(LSE) is appropriate at the present time. Because the Midwest ISO market covers a vast
region, leveling the resource planning requirement among LSEs at some minimum value
makes sense and better distributes the responsibility for grid reliability. Defining the
right reserve margin is difficult, but the costs of having too low of a reserve margin are
high when compared to the costs of a higher reserve margin. DE-Ohio believes the
inclusion of demand response in meeting the Midwest ISO’s resource adequacy
requirement {(RAR) is important. DE-Ohio advocated for good enforcement mechanisms
and continues to work with the Midwest ISO and its stakeholders to refine the role of |
Demand Response.

DE-Ohio believes the recently revised Midwest ISO Module E is a good start and
will aid the region’s reliability, but there may be issues that will arise that will need to be
addressed in the future. The Midwest ISO RAR must become more compatible with state
retail competition and effectively accommodate retail switching. The costs for
maintaining these reserves should yield real net benefits in terms of increased reliability
for customers. DE-Chio believes that the requirements and tariff enforcement

mechanisms must be clear and known beforehand.
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(e) Improved utilization of transmission assets and
management of transmission congestion?

DE-Ohio’s membership in the Midwest ISO has allowed for the improved
utilization of regional transmission assets and better management of transmission
congestion. These benefits accrue to the region as a whole and to DE-Ohio customers.

As previously discussed, prior to the Midwest ISO’s 2004 implementation of the
Energy Markets (Day Two), the footprint relied on the NERC’s TLR to manage
congestion in and around the Midwest ISO footprint. The TLR may have created
reliability problems elsewhere by forcing curtailment of supply arrangements that are
only slightly related to the transmission congestion addressed by the initial TLR. TLR is
a rather blunt and slow-acting instrument for redispatch when compared to the five-
minute security constrained result the Midwest ISO uses today.

DE-Ohio believes the broader collection of more precise tools available to the
Midwest ISO allows for a higher utilization of the Midwest’s transmission assets.
Because of their wider view, the Midwest [SO is also able to move through and around
problems more rapidly than in the past.

Support for DE-Ohio’s position is found with Potomac Economics, the Midwest
[SO’s IMM, whose “2006 State of the Market Report Midwest ISO” concludes that one
of the most significant benefits that the Midwest ISO energy market provides is the
efficient dispatch of generation to manage transmission congestion, while providing
accurate and transparent price signrflls.ll

As stated earlier, the TLR remedy for congestion may have aggravated the longer-

run reliability and competitive problems within the Midwest ISO market. To the extent

" 2007 State of the Market Report for the Midwest ISO, prepared by Potomac Economics, at pp. i-ii of
Executive Summary (hereinafter the 2006 IMM Report).
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TLR orders increased the cost and risk of procuring electric power across the larger
Midwest region, reliance on TLR rather than on market-based remedies may have
increased longer-term electric power prices for consumers, both directly through higher
costs and indirectly through reduced competition.

Today, the Midwest ISO employs a day-ahead energy and ancillary services
market., Because the day-ahead market and commitments for reliability occur before
real-time, a problem may be alleviated before it occurs when compared to a TLR-only
redispatch option. By coordinating commitment for the region, the Midwest ISO can
avoid the “not-so-obvious” commitment mistakes (i.e., commitment of multiple peakers
in two control areas, where one would have sufficed for both} of the past and recoup the

lower total production costs for the market.

{f)  Regional unit commitment and security constrained

economic dispatch?

DE-Ohio’s membership in the Midwest ISO has allowed for the improved
utilization of regional supply assets and transmission congestion management. These
benefits accrue to the region as a whole and to DE-Ohio’s customers. DE-Chio’s
comments are supported by the Midwest ISO and the Midwest ISO IMM.

The Midwest ISO estimates that the implementation of the day-ahead and
real-time energy markets results in annual benefits between $200 million and
$250 million.”* The Midwest ISO projects that the implementation of the
proposed centralized commitment and dispatch of energy and Ancillary Services,

along with the functional consolidation or realignment required for that

2 See, hitp://www.midwestmarket.org/page/Value%20Proposition.
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implementation, would result in total annual gross benefits ranging from $88 to
$183 million, with additional benefits yet to be quantified,"

The benefits of regionalized energy dispatch originate from the increased use of
the region’s most cost-efficient generation. Therefore, it was not surprising to DE-Ohio
that the utilization of the region’s baseload generation has increased since the creation of
the Midwest [SO. The Midwest ISO reports that from 2000 to 2006, the capacity factor
for coal generation in the region increased by 14% and during the same period, the
capacity factor for intermediate generation (high efficiency gas) increased by 46% (to
17% in 2006). Meanwhile, the ulilization of peaking generation (lower efficiency gas)
remains low with a 2006 capacity factor of only 4%. 14

The Midwest ISO markets have substantially improved the commitment

and dispatch of generating resources in the Midwest. The improved

commitment is largely due fo the day-ahead market, which provides a

market-based process to commit generating resources and supply load.

Ninety-seven percent of the generation dispatched in 2007 was scheduled

through the day-ahead market.

Good convergence between day-ahead and real-time prices indicates

efficient commitment decisions. We find price convergence in the

Midwest ISO has been consistent with the other RTO markets, which have

each been operating longer.  Active virtual supply and demand

participation in the day-ahead market to arbitrage the price differences has

contributed to the good price convergence in the Midwest ISO.'

(g)  Regional procurement of Ancillary Services and
consolidation of Balancing Authorities?

As previously stated, DE-Ohio’s membership in the Midwest ISO has allowed for
the improved utilization of regional supply assets and transmission congestion

management, These benefits accrue to the region as a whole and to DE-Ohio’s

% See, http://elibrary. ferc.gov/idmws/common/opennat.asp?file]D=11454165.
" See, http://www.midwestmarket.org/page/Value%20Proposition.
152007 IMM Report, at pg, 12.
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customers. DE-Ohio’s comments are supported by the Midwest ISO and the Midwest
ISO IMM.
The Midwest ISO produced an informational report for the Commission,

Informational Filing of Midwest Independent Transmission System Operator, Inc..

Docket No, ER04-691, March 3, 2006, that covers the various anticipated benefits of the
Midwest ISO ASM and consolidation of BA. DE-Ohio believes the study is valuable and
directionally accurate in providing information as to the benefits of the ASM and BA
consolation, but DE-Ohio is not in a position to make detailed comment on the specific
study results or the achievement of benefits across the Midwest ISO resulting from the
ASM and BA consolidation.

The Midwest ISO, in their Value Proposition, proposes that the ASMs will allow
portions of cost-efficient generation that were held for operating reserves to be dispatched
for energy needs, while shifting the operating reserve locations to less cost-efficient
generation and maintaining reliability. This lowers overall costs for the region, providing
annual benefits between $115 million and $205 million.'®

(h)  Regional transmission planning?

DE-Ohio has provided a good deal of input to Midwest ISO’s local planning
revisions, which were filed with FERC on August 13, 2008. DE-Ohio believes that with
these changes, the Midwest [SO filing is consistent with or superior to the Order 890
principles.

DE-Ohio believes the long-term transmission planning function of the Midwest
ISO is working as designed as indicated by the Midwest ISO Midwest Transmission

Expansion Project (MTEP) results. The Midwest ISO’s regional transmission planning

16 See http://www.midwestmarket.org/page/Value%20Proposition.
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process has resulted in 475 transmission expansion projects in the 2008 MTEP, totaling
$4.2 billion. Additionally, there are $1.6 billion in new projects that are still under
consideration, but not yet approved for regional sharing (Appendix B). These projects are
expected to provide reliable and efficient transmission service for existing and new load
throughout the ten year planning horizon. Additionally, these projects are estimated to
provide over $1 billion in annual benefits due to production cost savings and deferral of
new unit construction. Since 2003, the MTEP has results in $2.2 billion worth of projects
R

being put into service, out of $6.2 billion that has been recommended for approva

3, Are the RTOs’ locational marginal pricing (LMP) policies
providing value to Ohio's consumers?

The Midwest ISO LMP-based energy market provides transparent economic
signals to guide short- and long-run decisions by DE-Ohio and other participants, in
coordination with their regulators. Although these benefits are the most difficult to
quantify and verily impossible for DE-Ohio, they may be among the largest benefits
because they accumulate over time as better investment and retirement decisions are
made by participants in response to this price signal.

DE-Ohio understands LMP is a very useful method to direct the dispatch of the
region’s resources and it helps avoid subsidies and encourages resources to follow the
dispatch instructions to relieve congestion. The transmission system operator can use
LMP to manage the available resources and provide a balancing service to LSEs,

allowing them to manage their supply versus demand mix.

"7 Midwest ISO Transmission Expansion Plan 2008, at pg. | of Executive Summary,
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4. Are the RTOs' ancillary services markets and the integration or co-
optimization of those markets with the RTOs' energy markets
efficient and providing benefits to Ohio's consumers?

Because the ASM started in January of this year, it may be premature for DE-
Ohio to identify, with specificity, the benefits of the ASM and its benefits to Ohio’s
consumers. However, DE-Ohio references the extensive studics performed by the
Midwest ISO. These studies indicate that the whole of the Midwest ISO footprint would
benefit from ASM. Furthermore, DE-Ohio has observed dispatch patterns consistent
with the expectation that lower cost coal-fired units would operate at higher loading
levels under the ASM and reserves would be allocated to higher cost resources.

The following are excerpis from the most recent IMM reports to the Midwest
ISO’s Board of Directors. These reports provide the IMM’s view of how the ASMs are
performing based on his expectations.

» [nitial results of the ASM markets suggest improved the performance
of the real-time energy market.

* Price volatility in the real-time energy market has decreased by 30-40
percent.

= This reduction in volatility is likely due, in part, to ability of the
market to jointly optimize the allocation of resources between energy
and ancillary services.

* Based on our review of the initial ASM market results, we have
concluded that the Midwest ISO January 6th ASM launch was highly
successiul.

» Markets are operating as expected, with no significant issues.

= The prices in the Midwest ISO have been consistent with expectations.

» Regulation prices have been consistent with PYM and ISO-NE, and
lower than NYISO (East).

* Spinning Reserve prices have been higher than prices in NYISO and
ISO-NE due to market design differences.

» There have been very brief shortages for regulation and spinning
reserves.

* The shortages have not raised prices significantly,
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5.

Operational improvements may decrease the frequency of these
shortages.'®

* 5k % %

Results of the ASM markets continue to suggest improved the
performance of the real-time energy market. Real-time volatility
decreased by close to 50 percent in February compared to the volatility
that prevailed before the ASM markets.

Based on our continued review of the initial ASM market results, we
continue to conclude that the Midwest ISO January 6th ASM launch
has been highly successful.

Markets continue to operate as expected with no significant issues.
The prices in the Midwest ISO have been consistent with expectations.
Regulation prices are consistent with PJM and ISO-NE, and lower
than NYISO (East).

Spinning Reserve prices have been higher than prices in NYISO and
ISO-NE due to market design differences.

There have been very brief shortages for regulation and spinning
reserves.

The shortages have not raised prices significantly.

Operational improvements may decrease the frequency of these
shortages.

Zonal constraints have generally only been binding for regulation
primarily in regulation, Zones 5 (MI, NW Ohio), 7 (the West region)
and 2 (parts of Missouri/lowa/Illinois). "

Are the RTOs' market monitoring and mitigation policies effective
in ensuring competitive prices and providing value to Ohio's
consumers?

DE-Ohio believes that, outside of known constrained areas, the Midwest ISO’s

energy markets are competitive and the IMM’s mitigation measures are sufficient to

ensure exercises of market power are minimized and, if they occur, are remedied. DE-

Ohio has no reason to believe the functioning of the Midwest ISO’s ASM is not

competitive.

18 MM Monthly Market Metrics Report, February 2009, Presented to Midwest ISO Board of Directors
Markets Committee, March 18, 2009,

1M Monthiy Market Metrics Report, March 2009, Presented to Midwest ISO Board of Directors
Markets Committee, April 15, 2009.
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Further support for DE-Ghio’s position is reflected in the following excerpt from
the IMM’s 2007 State of the Market Report, published in 2008. This excerpt gives a
similar view of the competitive performance of the Midwest ISO markets:

Overall, we find that the market performed competitively in 2007.
Although a number of suppliers throughout the Midwest ISO region have
substantial local market power associated with specific transmission
constraints, there was little evidence of attempts to withhold supply and
exercise market power. The mitigation measures, which were designed to
prevent abuses of market power, were employed relatively infrequently in
2007. The most frequent mitigation occurred in Minnesota in a new
Narrow Constrained Area (“NCA”) defined in January 2007.%°

6. Are the RTOs' resource adequacy requirements and the resulting
capacity markets (or, in the case of PIM, its Reliability Pricing
Model and Fixed Resource Requirement) reasonable and providing
benefits to Ohio's consumers? Are these policies effective in
promoting needed resource investment and long-term contracts
which could help finance such investment? Do these policies
promote an appropriate level of investment that is consistent with
the needs and preferences of Ohio consumers?

DE-Ohio has long advocated the need for a permanent RAR in the Midwest [SO
and it supports the direction the Midwest [SO has taken. As the FERC observed almost
four years ago in its order approving the Midwest ISO market implementation,
“[r]esource adequacy is a crucial component of the Energy Markets that can help to
ensure new resource development, market efficiency, and reliable operation of the
transmission network.”2!

DE-Ohio supported the recent changes to the Midwest ISO’s Module E as a
necessary step in achieving a regional resource requirement, DE-Ohio worked with this
Commission, the Organization of Midwest ISO States (OMS) and the Midwest 1SO

stakeholders in achieving this goal. It will continue to work with this Commission to

2007 IMM Report, at pg. ii of Executive Summary.
2 Midwest indep. Transmission System Operator, Inc., 108 FERC 61,163, para. 397 (2004).
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bring about policies that promote appropriate levels of investment to meet the needs of
Ohio consumers.

RAR is needed in Midwest ISO because without it, the Commission should not
assume sufficient new capacity will be developed to address the region’s needs. DE-
Ohio believes that although it is not too late for new resources to be built to provide the
reserves required within the next few years, the key piece that has been missing in
bringing many of these resources on line is the commercial certainty that they will be
needed and valued. Alone, energy-only markets fail to provide the scarcity signals
required to demonstrate the need for new generation. Furthermore, the Midwest ISO’s
nascent ASMs were not intended to provide these signals and thus cannot be relied upon
to do so.

DE-Ohio has long supported a centralized structured capacity market that
provides for procurement on an annual forward basis. DE-Ohio thinks this would be a
welcomed addition to the current Midwest ISO RAR. Tt would provide benefits, such as,
the use of fungible products, better complement Ohio’s retail switching programs, and
provide long-term procurement, compliance, and oversight. DE-Ohio believes the
centralized structured capacity market with a forward annual procurement would be an
improvement over the short-term nature of the “monthly requirement” Midwest ISO has
in place for the 2009-2010 planning year.

Although the current RAR is a step in the right direction, DE-Ohio believes the
additional enhancements to the RAR, as discussed above, are needed to attract resource
investment and the long-term contracts to finance such investment. Beyond RTO-related

changes, additional changes must be made to stimulate adequate long-term investment in
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new baseload generation resources. For example, DE-Ohio and its parent company,
Duke Energy Corporation, believe the federal government should adopt a cap-and-trade
system for carbon emissions to establish an accurate price signal for constructing new
baseload coal generation, DE-Ohio also believes the Ohio General Assembly may need
to consider new legislation, beyond the measures contained in 8.B. 221, to authorize this
Commission to approve advanced ratemaking mechanisms that would provide electric
distribution utilities operating in approved electric security plans a more reasonable

opportunity to recover generation investments in a timely manner.

7. Are RTOs effective in facilitating transmission planning and

needed transmission investments that benefit Chio's consumers?
Are they effective in facilitating transmission planning and
investment that may be needed for the development of renewable
energy resources?

DE-Ohio provides additional comment here, but further incorporates by reference
to its response to question “2.h” above.

DE-Ohio is not able to respond to the Midwest ISO’s effectiveness in facilitating
transmission planning and investment relative to the development of renewable energy
resources. The Midwest ISO sponsored Regional Expansion Criteria and Benefits RECB
taskforce and the OMS, through its Cost Allocation and Regional Planning (CARP)
initiative, have just recently begun discussions relative to transmission planning and cost
allocation methodologies that are necessary to deliver renewable energy and other
remotely located generation resources to the Midwest ISO footprint. DE-Ohio is fully
committed to participating in the RECB task force, as well as following the CARP
initiative and reserves the right to comment where necessary. Additionally, Duke Energy

and the Midwest ISO are both participating in Eastern Interconnection Planning
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Collaborative (EIPC). As a general proposition, Duke Energy supports bottom-up
regional and interconnection-wide planning processes in expanding the grid to enable
delivery of renewable energy and other low or no carbon resources, such as the concepts
behind the contemplated EIPC. The EIPC is a proposed collaborative of NERC-
registered planning authorities in the Eastern Interconnection whose purpose would be to
roll up the individual regional plans (e.g., the Midwest 1SO regional plan, the PTM
regional plan, the Southern Company regional plan, the North Carolina Transmission
Planning Collaborative regional plan, etc.) and find ways to better optimize these plans to

meet objectives which would include regional and national energy policy needs.

8. Are the RTOs policies and practices effective in facilitating long-

term contracts between load serving entities and generation
developers or suppliers that may be needed to support the
construction of additional base load generation facilities?

The Midwest ISO’s short-term markets provides some transparency on capacity
pricing as well as.expected congestion cost, which enables parties in developing bilateral
agreements. The Midwest ISO needs (o develop longer term markets and obligations for
capacity to assist in long-term contracting.

The current Midwest ISO RAR and long-term financial transmission rights
(LTTR) business practices are immature. The Midwest ISO and their stakeholders will
need more experiences with the current procedures in order to evaluate their long-term
effectiveness. The most recent Midwest ISO tariff provisions for LTTRs and Resource
Adequacy were only put in place within the last year. DE-Ohio was very active at the
FERC and within the Midwest ISO stakeholder processes that developed and

implemented L TTRs and Resource Adequacy requirements,
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DE-Ohio supported the Midwest ISO’s general RAR direction as an appropriate
next step, but we have specific concerns that remain. The Midwest ISO tfariff should only
allow state planning reserve margins {PRM) that are greater than the Midwest ISO’s
minimum PRM, where those state commissions deemed it necessary. The Midwest ISO
IMM proposed stringent mitigation and must-offer requirements for the voluntary
capacity auction that precedes an LSE’s deficiency determination. DE-Ohio believes the
IMM’s proposals will shift unnecessary risk to auction sellers and that the must-offer
requirement to participate in the capacity auction is inappropriate given the voluntary
nature of the market and the lack of a showing of potential market power.

DE-Ohio provides additional information here by incorporating its response to
question 6 above.

9. Are the RTOs' transmission cost allocation methodologies and
policies resulting in value for Ohio's consumers?

There are currently five different transmission cost allocation methodologies in
effect that impact the Midwest ISO customers. These various rate designs and policies
have provided value for Ohio customers in that they have resulted in reasonable cost
allocation methodologies that promote the construction of transmission facilities that are
necessary to maintain reliability within the region, at the most reasonable cost. These cost
allocation mechanisms have aided the Midwest ISO in needed transmission expansion
and these transmission expansions produce value for consumers by providing access to
lower cost generation resources and such investments can also delay or avoid the need for
construction of new generating facilities. The Midwest [SO’s cost allocation mechanisms
have, has to some extent, enabled many of the 475 transmission expansion projects in the

2008 MTEP, as well as the $1.6 billion in new projects that are still under review.
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The five approved cost allocation mechanism within the Midwest ISO are for
existing transmission facilities, new transmission projects necessary for reliability
purposes, new economic projects, the Midwest ISO and PIM cross border reliability
projects and Midwest [SO and PIM cross border economic projects.

DE-Ohio, individually and as a member of the Midwest ISO Transmission
Owners, advocated policies that resulted in a reasonable cost allocation methodology for
each of the cost allocation mechanisms. Certain proposals, if approved, would have
resulted large cost shifts within the Midwest ISO and between the Midwest ISO and PIM,
and ultimately increased cost for Ohio consumers. DE-Ohio reviewed several analysis
and studies provided by the Midwest ISO and others and supported the methodologies
that resulted in 1‘easonablé cost sharing. Additionally, the cost allocation methodologies
that wete approved are all consistent with the Organization of the Midwest ISO States’
principle that the parties causing and benefiting from an upgrade should fund the project.

10. Are the RTO¢g' Financial Transmission Rights and other

transmission congestion hedging policies and practices effective
and providing value to Ohio's consumers?

DE-Ohio believes that FTRs provide a necessary hedge against congestion, but
the Midwest ISO should explore reasonable means to increase funding of these
insttuments. However, there are concerns with regard to the funding of FTR payments.

FTR under-funding has occurred on an annual basis, The two main factors that
have contributed to the shortfalls are the Midwest [SO’s continued difficulties in
accurately forecasting loop flow on the Midwest ISO network within the FTR modeling
process, and the significant unplanned line outages that reduce transfer capability

assumed in the FTR auctions.
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To address the underfunding of FTRs, the Midwest ISO’s approach has been the
use of more conservative assumptions regarding loop flow and transmission limits used
in the FTR auctions. However, the Midwest ISO continues to experience reduced payouts
to FTR holders. The Midwest ISO explains that much of the underfunding is due to
unanticipated transmission constraints outside of the Midwest ISO footprint and outside
of Ohio.

DE-Ohio has actively participated in the redesigns of FTR tariff provisions and
continues to work with the Midwest ISO and other stakeholders to explore potential
approaches that will enhance the FTR allocation and lessen underfunding of FTRs in
light of what is best for DE-Ohio’s customers. More work is nesded by the Midwest ISO
in this area.

11. Are the RTOs’ demand response programs, policies toward
behind-the-meter generation, and other Load Modifying Resources

ciffective and providing value to OQhio's consumers over and above
state sponsored programs?

‘The Midwest ISO has multiple tariff constructs that promote participation by
demand response resources in the Midwest ISO markets. These tariff constructs are
currently being developed and refined through the Midwest ISO stakeholder process.
Currently, retail demand response programs can participate in the Midwest ISO Energy
Markets, the ASM, and as emergency resources through either Load Modifying
Resources and/or Emergency Demand Response resources. The mere process of
discussing demand response resource participation, setting minimum requirements, and
establishing measurement and verification procedures benefits Ohio consumers. Some of
these benefits include the opportunity for DE-Ohio to offer new demand response

programs for new and potentially increased customer participation. In addition, the
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incorporation of demand response into the Midwest ISO markets promises increased
reliability and potentially lower price energy for all DE-Ohio customers. DE-Chio has
already submitted or will submit shortly the PowerShare CallOption program, the
PowerShare Emergency program, and the PowerManager program to Midwest ISO for
registration as Load Modifying Resources. Several of these resources can also be utilized
by DE-Ohio to provide benefit in the Midwest ISO Energy Markets.

At this time, there is considerable debate among Midwest [SO stakeholders
surrounding topics raised by FERC’s recent Order 719 regarding demand response on
issues such as barriers to entry, comparable treatment, and participation of Aggregators of
Retail Customers (ARC). Midwest ISO has been directed to make a compliance filing on
April 28, 2009. The discussion will likely continue on these topics for several months to
come. DE-Ohio believes it is crucial for Midwest [SO and the State to work with LSEs
and ARCs offering demand response programs to coordinate and communicate demand
response activities with DE-Ohio as the Provider of Last Resort (POLR) and (Electric
Distribution Utility (EDU) to ensure the benefits of demand response are received by all
DE-Ohio customers. This coordination and communication need is highlighted by the
recent demand response threshold requirements placed upon DE-Ohio as the POLR and
EDU. If the demand response requirements are to be based on DE-Ohio total EDU load,
then all demand response in the DE-Ohio service territory needs to be coordinated to
ensure system benefits and utilized toward fulfilling the minimum demand response

requirements,
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12.  Are the RTOs policies and practices relating to the treatment of
Price Responsive Demand (PRD) consistent with facilitating the
development of PRD through dynamic and time-differentiated
retail pricing? (PRD is consumer demand that predictably responds
to changes in wholesale prices as a result of d) Dynamic or time-
differentiated retail rates.)

Current Midwest SO tariff provisions do not prevent retail level PRD
development but it would be difficult to conclude they facilitate PRD development. PRD
is specificaily excluded in Midwest ISO’s Module E RAR for LMR. While Midwest ISO
states that PRD can qualify as a Capacity Resource through the Demand Response
Resource (DRR) construct as provided in section 69.2.1.2.b of the Tariff, this construct
requires curtailment in situations that are not based on price and requires planning reserve
capacity for the PRD. These requirements are not consistent with PRD that predictably
responds at certain price levels, It is also uncertain how PRD would be incorporated into
the LSE Forecast Requirement since this value is a 50/50 forecast point estimate.
Effectively, these restrictions and the LMR exclusion can create a situation where utilities
that create new PRD programs must wait in order to see benefits from PRD
implementation, The “wait” is because a program can be developed and implemented by
an LSE but the projected impact of the program cannot be incorporated into the Module
E Resource Adequacy construct until the LSE’s actual loads exhibit the impacts of PRD
and are incorporated into LSE load forecasts, unless the LSE can force the PRD info the
DRR construct permitted by Midwest ISO. This wait could be years depending on the
prices experienced in the market. At the retail level, the restrictions on PRD in Module E
can significantly delay some of the demand response benefits of smart grid initiatives.

DE-Ohio and the PUCO, along with other groups, are currently working this issue

and preparing proposals for Midwest ISO consideration. At the same time, the FERC
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recognizes that Midwest ISO has committed to on-going stakeholder discussions
surrounding the topic of further incorporating PRD into the tariff and permitting L.SEs to
submit PRD demand curves instead of a 50/50 load forecast point estimate. In addition,
the FERC in a recent order specifically allows Midwest ISO to account for PRD, or per
the FERC “LSE responds to locational marginal prices with varied levels of demand”, in
their review of an LSE’s forecast accuracy.22 FERC recognizes an LSE’s load can
fluctvate with LMP if they have PRD programs. However, the resource adequacy
requirements associated with such PRD do not recognize the load response. Therefore,
peak load information must be collected over time to adjust the coefficients in the LSE’s
forecast model before PRD impacts are embedded into the forecast peak loads. Midwest
ISO is working with interested stakeholders to address these issues and has committed to
the FERC to address this issue further in 2009.

13. Are the RTOs' queue and interconnection policies providing value
to Ohio's consumers?

The Midwest 1SO’s queue reform filing, among other things, divides the
interconnection queuing process into four phases, advances interconnection applications ‘
on a “first-ready, first-served” basis, ensures that project sponsors make a greater
financial commitment, and allows projects that are progressing at the faster pace to move
ahead in the queue.
DE-Ohio believes the Midwest ISO’s filing is good starting point for reform of
the queue process, DE-Ohio supports the Midwest ISO’s proposal to increase deposits
required to obtain and maintain queue position, reform of the Feasibility Study Process,

and prioritize queue processing based on a first-ready, first-served approach. However,

22 Midwest Indep. Transmission Operator, Inc., 126 FERC 61,143 (2009) Order on Rehearing and
Compliance, at para. 79,
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DE-Ohio will defer to Midwest ISO to provide data that actually demonstrates that the

reforms are having a positive impact.”

14. Is the resolution of seams issues being thoroughly addressed and
resolved by the RTOs operating in Ohio?

DE-Ohio believes most of the major Midwest ISO’s seams issues have been
resolved or ameliorated and those remaining issues are being addressed by the RTOs and
their stakeholder groups.

Although the major seams issues between the Midwest ISO and PJM have been
resolved, the two RTOs are continuing to work on issues related to their joint and
common market initiative, which is designed to allow market participants to conduct
business between the two RTOs more seamlessly and efficiently. The initiative began in
2004 with the elimination of pancaked rates between Midwest ISO and PJM. The RTOs
continue to explore various operating and market rules that more closely align their
Energy, Ancillary, and Capacity markets. DE-Ohio believes the allocation of flowgate
rights between the markets remains a work in progress and further work is needed in this
area, DE-Ohio anticipates being actively involved in working within the Midwest ISO
stakeholder process to address these needs. The RTOs have addressed certain cost
allocation measures for transmission facilities, while other issues continue to be
discussed.

The Midwest TSO has also entered into seams agreements with PTM, the

Southwest Power Pool, Inc (SPP), the Tennessee Valley Authority (TVA) and Manitoba

? Midwest Indep. Transmission Operator, Inc., Electric Tariff Filing Regarding Interconnection Quening
Practices, Docket No. ER08-1169-000, Proposed Revisions to Open Access Transmission and Energy
Markets Tariff (June 26, 2008). See also, Midwest Indep. Transmission Operator, Inc., Electric Tariff
Filing Regarding Interconnection Queuing Practices, Docket No. ER08-1169-002, Proposed Revisions to
Open Access Transmission and Energy Markets Tariff (Sept. 24, 2008).
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Hydro. The Joint Operating Agreement between the Midwest ISO and PJM provides for
data exchange, flowgate coordination, transmission planning coordination, emergency
procedures and congestion management. The Joint Operating Agreement between MISO
and SPP is very similar to the MISO and PJM Joint Operating Agreement. The Joint
Reliability Coordination Agreement Among and Between Midwest ISO, PIM and TVA
also provides for data exchange between the parties, addresses voltage control and
reactive power coordination, reciprocal coordination of flowgates, outage coordination,
transmission expansion and congestion management. The congestion management
portions of these agreements were initially negotiated individually. However, more
recently, the agreements have been revised to follow a uniform format agreed to by the
Congestion Management Process Council. The agreements implement standardized
market based and traditional congestion management processes that addresses seams
coordination issues between RCs. These methodologies ensure parallel flows are treated
in a manner that ensures system reliability. The Midwest ISO has also entered into the
Manitoba Hydro Coordination Agreement, which provides for exchange of data and other
services as well as a separate scams operating agreement.

The Midwest ISO has also entered into a market to non-market redispatch
agreement with Eastern Kentucky Power Cooperative, * This agreement follows the
principles contained in the congestion management agreement portion of the joint
operating agreement between the Midwest ISO and PIM,

The FERC has also approved the Midwest ISO’s revisions to Module F regarding
the proposed Reliability and Seams Services. These services provide enhanced reliability

coordination as well as coordination of congestion management across market-to-non-

™ Midwest Indep, Transmission Operator, Inc., 119 FERC 9§ 61,338 (2007) Order at para. 1.
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market seams, on a uniform basis. The Reliability Service was originally targeted toward
Mid-Continent Area Planning Pool (MAPP) members but is available to others as well
and is consistent with the reliability coordination service Midwest SO provides to
existing Midwest ISO Transmission Owners. The Seams Service provides the same
services that are currently available under individual seams or joint operating agreements.
Placing these services under the Midwest ISO’s tariff is expected to lower the
administrative cost and address undue discrimination concerns. Further, the FERC
believes requiring redispatch as a part of the Seams Service will provide additional
methods to manage congestion and reduce redispatch costs for all parties to the
agreement.”>

15. Does the RTQs' freatment of financial-only market participants (or
virtual traders) provide value to Ohio's consumers?

Virtual traders fill a valuable role in assisting in the convergence between the
markets, such as day-ahead and real-time; however, the cost-causation principles should
apply equally to all market participants who interact with the various markets. Recently,
the Midwest ISO and the FERC have addressed the disparate revenue sufficiency
guarantee (RSG) rate treatment between “physical” and “virtual” participants, Physical
and Virtual market participants are now being charged the same rate for fransactions that
are similarly situated. As the FERC directed, the Midwest ISO has recently filed a
significant RSG redesign that significantly alters their tariff with respect to RSG cost
allocation, DE-Ohio generally supported this filing as it better allocates the resource

commitment costs with those who cause such costs to be incurred.

¥ Midwest Indep. Transmission Sys. Operator, Inc., 123 FERC § 61,164 (2008) Order at para. 3.
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16, Are the RTOs' administrative expenses and corresponding

assessments (o member companies reasonable and resulting in

value to Ohio's consumers?

DE-Ohio has been very active in making sure the Midwest ISO maintain a
rcasonable level of administrative expenses. DE-Ohio was instrumental in the formation
of the Midwest ISO and continues to be actively involved in the Midwest ISO’s
activities. DE-Ohio emplovees have served in leadership positions for many stakeholder
groups, including, but not limited to, the Transmission Owners Committee, Advisory
Committee, Market Subcommittee, Reliability Subcommittee and Finance Committee.

As a participant in the Transmission Owners Committee, DE-Ohio participates in
such Commiittee’s meetings and provides ongoing input with respect to issues of interest
to the Transmission Owners. DE-Ohio representatives regularly attend the Advisory
Committee meetings and the meetings of the Midwest [SO Board of Directors.
Representatives also regularly attend the Midwest ISO’s Regional Expansion Criteria &
Benefits Task Force meetings. This group establishes policy for handling new
transmission facilities and allocating the costs for such facilities.

As a participant on the Finance Subcommitiee, DE-Ohio reviews proposed
Midwest SO operating and maintenance (O&M) and capital budgets planned for the
upcoming year and has questioned Midwest ISO staff about certain proposed O&M
spending and staffing levels.

In short, DE-Ohio is actively involved in providing input to the Midwest ISO
committees and monitoring Midwest ISO policies, practices, procedures, and general
performance. It believes these efforts have helped the Midwest ISO reduce its costs while

maintaining efficiency and providing value to its members.
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B. Alternatives to Regional Transmission Organizations

1. Are there viable, cost-effective alternatives to the existing RTQO
memberships of Ohio utilities or to Ohio utility participation in
RTO managed functions (e.g. renewable tracking, reserve sharing

groups, cic.)?

There are alternatives to membership in an RTO. But DE-Ohio believes those

other alternatives are not effective given the current structure of the Midwest region. DE-
Ohio periodically evaluates its continued participation in the Midwest ISO. DE-Ohio
continues to believe membership in the Midwest [SO is consistent with federal and state
policy directives.

2. Would it be reasonable, cost effective, and viable for the Ohio
Commission {0 pursue the construct of an Qhio-only RTQ?

DE-Ohio submits that the characteristics of Order 2000 preclude an Ohio-only
RTO. Some of the companies have jurisdictional facilities that span multiple states.
Therefore, inefficiencies would be induced solely from the forced-fragmentation of the
transmission operations. Bigger broader footprint brings an economy of scale for
transmission costs, energy costs, capacity costs that would be spread over a much smaller
load. Smaller RTO would raise hurdle rates (access to markets) and isolate Qhio from
the broader Midwest market. The smaller RTO would internalize fewer constraints and

provide fewer resources to address constraint resolution.

3. What recommendations could be made to FERC or required of
Ohio's RTO member companies that would result in increased

value to Ohio's?

DE-Ohio has no recommendations that should be required of RTO members.
However, it has made suggestions for improving Midwest ISO operations within its

responses to questions set forth in Part A, infra.
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1. CONCLUSION

Duke Energy Ohio, Inc. appreciates this opportunity to provide comments on the
Public Utilities Commission of Ohio’s deliberate investigation into the value of regional
transmission organizations and welcomes the opportunity to submit additional

information.

Respectfully submitted,
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2600 airport Drive

Columbus, OH 43219

Arthur Korkosz
Kathy Kolich
Mark A. Hayden
Michael R. Beiting
First Energy

76 8. Main Street
Akron, OH 44308

Langdon D. Bell

Bell & Royer co., LPA
33 South Grant Ave.
Columbus, OH 43215

Wayne Bostick

WAB Associates
12570 E. Shelby Road
Minster, OH 45865

William Byrd, Dir. Rate Strategy
First Energy

76 S. Main Street

Akron, OH 44308

Mayor Bob Breneman

City of Wooster (Water Pollution Control
Plant)

1123 Columbus Road

Wooster, OH 44691

Ted Bronson

Power Equipment Associates, LTD
204 Redwing Drive

Carol Steam, IL 60188



Jim Chakeres

Ohio Poultry Association
5930 Sharon Woods Blvd.
Columbus, OH 43229

John M. Burke, VP
OSCO Industries, Inc.
919 Chillicothe Street
Portsmouth, OH 45662

Eric L. Burkland, President
Ohio Manufacturers Association
33 North High Street

Columbus, OH 43215-3005

Cecilia Conway

VREBA-Hoff Dairy Development
1290 N. Shoop Ave. #140
Wauseon, OH 43567

Marc Gerken

Randall J. Corbin, Sr. Dir. Of Government
Affairs

American Municipal Power-Ohio Inc.
2600 Airport Drive

Columbus, OH 43219

John Cuttica

Midwest CHP Application Center
University of Illinois At Chicago Energy
Resources Center (MC 156)

851 South Morgan Street

Chicago, IL. 60607-7054

Joyce Davidson
Midwest ISQ

720 City Center Drive
Carmel, IN 46032
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Samuel Randazzo

Thomas O’Brein

Daniel L. Nelsen

Joseph M, Clark

McNees Wallace & Nurick LLC
21 E. State St., 17" Floor
Columbus, OH 43215-4228

William Cleland Jr.
6083 Thiel Road
Defiance, OH 43526

Robert J. Schmidt

Danie] Conway

Porter Wright Morris & Arthur LLP
41 South High Street

Columbus, OH 43215

Wendale E. Dreve

Farmers Ethanol LLC

9665 Young American Road
Adamsville, OH 43802

Jennifer D. Duffer

Armstrong & Okey, Inc.

222 East Town Street, 2™ Floor
Columbus, OH 43215

Christopher Miller

Gregory H. Dunn

Schottenstein Zox & Dunn Co. LPA
250 West Street

Columbus, OH 43215

Tom Dunn, Plant Manager Power Plant

Kent State University
PO Box 5190
Kent, OH 44242
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Selwyn J. R. Dias

Columbus Southern Power Co.
88 ¢. Broad Street, Suite 800
Columbus, OH 43215-3550

Trent Dougherty, Attorney
1207 Grandview Ave, Suite 201
Columbus, OH 43212

Henry Eckhart

Attorney at Law

50 West Broad Street, Suite 23117
Columbus, OH 43215-3301

David 1. Fein

Cynthia A. Fonner

Constellation Energy Group, Inc.
550 W. Washington St. Suite 300
Chicago, IL 60661

Doug Forbes Deputy Direct

Ohio Dept. of Rehabilitation/Corrections
1050 Freeway Drive, North

Columbus, OH 43229

Rev, Mike Frank, Co-Chair
Neighborhood Environmental Coalition
5920 Engle Ave.

Cleveland, OH 44127

Jack Fisher, CEQ

Larry R. Gearhardt

Ohio Farm Bureau Federation
280 N. High Street

PO Box 182383

Columbus, OH 43218-2383
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F. Mitchell Dutton

Gexa Energy Holdings LLC

700 Universe Boulevard CTR/JB
Juno Beach, F1. 33408

Michael Eckhardt

Ohio League of Conservation, Voters
1200 W Fifth Ave.

Columbus, OH 43212

Kevin Elder

Ohio Department of Agriculture
8995 E. Main Street
Reynoldsburg, OH 43068

Sherman J. Elliot

Manager State Reg. Affairs
Midwest ISO

920 E. Spring St. Suite 1100
Springfield, IL. 62704

Williams Whitehead

Andrew Ott

Joseph J. Kerecman, VP
Andrew G. Engle Analyst
Market Monitoring Unit PIM
955 Jetferson Ave.
Norristown, PA 19403-2497

Brian A. Farley, Dir. FERC & RTO Policy
FirstEnergy

76 S. Main St.

Akron, OH 44308

Denis George

The Kroger Company

1014 Vine Street-GO7
Cincinnati, OH 45202-1100



Stephen G. Kozey, VP Gen. Counsel
David W. Hadley, VP State Reg. Relations
Midwest ISO

PO Box 4202

Carmel, IN 46092-4202

Ethan E. Rii

Presley R. Reed

Clinton A. Vince

Emma F. Hand

Sonnenschein Nath & Rosenthal LLP
1301 K. Street NW, Suite600 East Tower
Washington DC 20005

Elizabeth Harsh

Ohio Cattleman Association
10600 US RT42

Marysville, OH 43040

Barbara Hawbaker

Balancing & Settlement Analyst
MidAmerican Energy Company
4299 NW Utrbandale Drive
Urbandale, IA 50322

Jim Hiendlmayr

BIO Gas Technologies
3224 Angels Way
Sandusky, OH 44870-5995

James Hiendlmayr
BIO Gas Technologies
1 Continental Way
Norwalk, OH 44857

Scott E. Higgins

Ohio Dairy Producers Assoc.
5950 Sharon Woods Blvd.
Columbus, OH 43229
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Paul Goldberg
City of Oregon
5330 Seaman Road
Oregon, OH 43616

Amy Gomberg

Environment Ohio-Environmental
Advocate

203 East Board Street, STE 3
Columbus, OH 43215

Craig Goodman, Pres.

National Energy Marketers Assoc.
3333 K. Street, N.-W. Suite 110
Washington DC 20007

Thomas Hays, Solicitor

Lake Township

3315 Centennial Road, Suite A-2
Sylvania, OH 43560

Dick Isler
(Ohio Pork Council

5930 Sharon Woods Blvd., Suite 101

Columbus, OH 43229

Subodh K. Jain

Engineering Corp. of America Cogen

Power Inc.
36929 Meadowdale Drive
Solon, OH 44139

Gary A. Jeffries
Dominion Retail, Inc.
120 Tredegar Street
Richmond, VA 23219
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Jeffrey Small

Maureen Grady

Ann Hotz, Attorney at Law
Office of Consumers’ Counsel
10} W. Broad Street, Suite 1800
Columbus, OH 43215

John Ji

USCHP Assoc. Returned Mail
218 D. Street S.E.
Washington DC 20003

Peter Juggins

ITEN Industries Ine.
PO Box 2150
Ashtabula, OH 44005

Craig Kasper

Hull & Associates Inc.

6397 Emerald Parkway, Suite 200
Dublin, OH 43016

Lance Keiffer

Asst. Prosecuting Attorney
711 Adams Street, 2" Floor
Toledo, OH 43624-1680

Emmett Kelly, Jr. VP
ITRON, Inc.

2829 Grier Nursery Road
Forest Hill, MD 21050-1524

Tom Kurtz

BIO Energy

6900 Granger Road, Suite 200
Independence, OH 44131

James Lang

Calfee, Halter & Griswold LLP
1400 McDonald Investment Center
800 Superior Ave.

Cleveland, OH 44114-2688
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Stephen M. Howard

Vorys, Sater Seymour and Pease LLP
52 East Gay Street

PO Box 1008

Columbus, OI1 43216-1008

Alan R. Johnson, Mgr Policy Dev.
Governmental & Regulatory Affairs
MIRANT Corp.

1155 Perimeter Center West
Atlanta, GA 30338-5416

Craig Kasper

Hall & Associates

6161 Cochran Road, Suite A
Solan, OH 44139

Leslie Kovacik

Dept. of Public Utilities

42 0 Madison Ave., Suite 100
Toledo, OH 43604

Glenn Krassen, Attorney at Law
Bricker & Eckler LLP

1375 East Ninth Street, Suite 1500
Cleveland, OH 441140-1718

Gene Krebs

Greater Ohio

846 Y5 E. Main
Columbus, OH 43205

Chantale LaCasse, SR. VP
NERA Economic Consulting
125523 S§t. NW
Washington DC 20037-1125

Douglas M. Mancino

McDermott Will & Emery LLP
2049m Century Park East, Suite 3800
Los Angeles, CA 90067



Garrett A. Stone
Shaun C. Mohler
Michael K. Lavanga

Brickfield, Burchette, Ritts, & Stone, PC

1025 Thomas Jefferson Street, NW
8" Floor West Tower
Washington DC 20007

Gregory K. Lawrence
McDermott Will & Emery LLP)
28 State Street

Boston, MA 02109

Tim Leigh

Macy’s Inc.

5985 State Bridge Road
Duluth, GA 30097

D. Loeffler

Loeffler & Wargo

122 N. Adams Street
Port Clinton, OH 43452

Laura McBride

Calfee Halter & Griswold LLP
1400 KeyBank Center

800 Superior Ave.

Cleveland, OH 44114

Joseph Meissner, Attorney at Law
Dir. Of Urban Development

1223 West Sixth Street
Cleveland, OH 44113

Steve Millard
Council of Smaller Enterprises

100 Public Square, Suite 2001
Cleveland, OH 44113

David 8. Muntean

1661 South High Street, Suite 202
Akron, OH 44308
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Dave Martindale
3555 Electric Ave.
Rockford, IL 61109

Tom Maves

Ohio Dept. of Development
77 S. High Street, 26" Floor
Columbus, OH 43215

Sheilah McAdams
City of Maumee

400 Conant Street
Maumee, OH 43537

Becky Lumbrezer-Box
Toledo Alfalfa Mills Inc.
861 South Stadium Rd.
Oregon, OH 43618

James F. Majer

City of Cleveland (Cleveland Public
Power)

1300 lakeside Avenue

Cleveland, OH 44114-1175

Colleen L. Mooney, Attorney at Law
Ohio Partners for Affordable energy
231 W. Lima Street

Findlay, OH 45839-1793

Nolan Moser

Ohio Environmental Couneil
1207 Grandview Ave., Suite 201
Columbus, OH 43212-3449

Michelle M. Mills

St. Stephen’s Community House
1500 East 17" Ave.

Columbus, OH 43219



James E. Moan Law Director
City of Sylvania

6730 Monroe Street
Sylvania, OH 43560

Aaron Ockerman, VP Procurement
Strategies

State Street Consultants

137 E. State Street

Columbus, OH 43215

Office of the Clerk
Sagamore Hills Township
11551 Valley View Road
Sagamore Hills, OH 44067

Joe Perlaky, Project Mgr. Alternative
Energy

University of Toledo Office of Research

2801 w. Bancroft
Toledo, OH 43606-3390

Don Pesich, Pres.

Capitol Square Group Lid.
379 Parl Blvd
Worthington, OH 43085

Timothy W. Polz
Midwest Wind Energy
211 East Ontario Street
Chicago, IL 60611

Daniel Ripchensky, VP Business Dev.

Current Group LLC
20420 Century Blvd.
Germantown, MD 20874
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Steven T. Nourse, Sr. Counsel
American Electric Power Company
1 Riverside Plaza

Columbus, OH 43215

Greg Payne

Ohio Dept. of Development
Office of Energy Efficiency
77 8. High Street
Columbus, OH 43215

Thomas P, Perciak, Mayor
City of Strongsville

16099 Foltz Industrial parkway
Strongsville, OH 44149-5598

John Orr, VP Reg. Affairs

Constellation Energy Commodities, Group,
Inc.

11 Market Place, 5% Floor

Baltimore, MD 21202

M. Howard Petricoff

Buckeye Assoc. of School Administrators
52 East Gay Street

PO Box 1008

Columbus, OH 43216

David Rinebolt

Ohio Partners for Affordable Energy
337 S. Main St.

4 Floor, Suite 5

PO Box 1793

Findlay, OH 45839-1793

Richard Reese, Attorney at Law
10 West Broad Street, Suite 1800
Columbus, OH 43215-3485



Dona R. Seger-Lawson

Edward Rizer

Dayton Power & Light Company
1065 Woodman Drive

Dayton, OH 45432

Marvin Renik ,

American Electric Power Serv. Corp.
] Riverside Plaza, 29" floor
Columbus, OH 43215

Stephen J. Romeo

Smigel Anderson & Sacks
River Chase Office Center
4431 North Front Street
Harrisburg, PA 17110

Max Rothal, Dir, Of Law
161 South High Street, Suite 2020

Akron, OH 44308

Barth E. Royer

Bell & Royer Co. LPA

33 South Grant Avenue
Columbus, OH 43215-3927

Kevin Schmidt
33 North High Street
Columbus, OH 43215

Michael R, Smalz

Appalachian People’s Action, Coalition
55 Buttles Avenue

Columbus, OH 43215

Paul G. Smith, Energy Services Mgr.
Brwer-Garrett

6800 Eastland Road

Middleburg Heights, OH 44130
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Dan Reinhard

CALFEE

21 East State Street, Suite 1000
Columbus, OH 43215

David Hughes
Theodore S. Robinson
Citizen Power

2121 Murray Avenue
Pittsburg, PA 15217

David J. Rosengerg, Manager Market
Development

GE Energy

16445 Lucky Bell Lane

Chargrin Falls, OH 44023

Bobby Singh, Sr. Attorney
Integrys Energy Services, Inc.
300 West Wilson Bridge Road,
Suite 350

Worthington, OH 43085

Richard Sites, Gen Counsel & Sr. Dir. Of
Health Policy

Ohio Hospital Association

155 E. Broad St. Floor 15

Columbus, OH 43215-3620

Paul Skaff

Village of Holland

353 Elm Street
Perrysburg, O 43551

Craig I. Smith

Material Science Corporation

2824 Coventry Road |

Cleveland, OH 44120 }
\

Kerry Stroup Mgr., State Gov. Policy
PIM Interconnection

1569 Broadview Terrace

Columbus, OH 43212



Kitty Smith, Exe. Dir.

EHOVE Vocational School District
316 mason Road :

Milan, OH 44846-9500

Bill Spratley

Green energy Ohio

7870 Olentangy River Road, Suite 209
Columbus, OH 43235

Eric Stephens

Direct Energy Services, LLC
5400 Frantz Road Suite 250
Dublin, OH 43016
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Richard T. Stuebi

The Cleveland Foundation
1422 Euelid Ave., Suite 1300
Cleveland, OH 44115-2001

Tom D. Tamarkin
USCL Corporation

PO Box 602018
Sacramento, CA 95860

Rick Taylor

Jay Plastics

150 Longview Avenue, East
Mansfield, OH 44903
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Alexander H. Stillpass

Ross, Sinclaire & Associates, Inc.
700 Walnut Street, Suite 600
Cincinnati, OH 45202

Dane Stinson, Attorney
Buckeye Association of School
Administrators

10 W. Bread St., Suite 2100
Columbus, OH 43215

Robert J. Triozzi

Cleveland, City Hall

601 Lakestde Ave., Room 206
Cleveland, OH 44114-1077

Sara Ward

Office of Energy Efficiency
77 s. High Street

PO Box 1001

Columbus, OH 43266-2480

Sean W, vollman
161 S. High Street, Suite 202
Akron, OH 44308

Tim Vought

Gamesa Energy USA

1801 Market Street
Philadelphia, PA 19103-1628

Harvey L. Wagner

Cleveland Electric lluminating Co.
76 s. Main Street

Akron, OH 44308

Bradley W. Whitehead

The Cleveland Foundation

1422 Euclid Avenue, Suite 1300
Cleveland, OH 44115-2001
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John Theilman

Toledo Convention Center
401 Jefferson Ave.
Toledo, OH 43604

Kelly Tisdale, Energy Services Mrg.
Brewer-Garrett

6800 Eastland Road
Middleburg Heights, OH 44130

Kurt Waltzer

Clean Air Program Manager

1207 Granview Avenue, Suite 201
Columbus, Oh 43212-3449

Eric D, Weldele

Tucker Ellis & West LLP
1225 Huntington Center
41 south High Street
Columbus, OH 43215

Brandi Whetstone

Sierra Club Ohio Chapter
131 N. High Street, STE 605
Columbus, OH 43215

David White

Ohio Livestock Coalition
Two Nationwide Plaza

PO Box 182383

Columbus, OH 43218-2383

Tim Walters

Consumers for Fair Utilities Rates
4115 Bridge Avenue

Cleveland, OH 44113

Howard Wise, Deputy Director
Ohio Dept. of Agriculture
8995 E. Main Street
Reynoldsburg, OH 43068



Asghar Zanganeh

Ohio Department of Administrative
Services

4200 Surface Road

Columbus, OH 43228

William T. Zigli

City of Cleveland
1300 lakeside Avenue
Cleveland, OH 44114

Damon E. Xenopoulos
OMNISOURCE Corporation

1025 Thomas Jefferson Street NW
8™ Floor West Tower

Washington DC 20007
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Everett Wolverton

University of Cincinnati

2900 Reading Road Mail Location 0080
Cincinnati, OH 45221

Grace C. Wung

McDermott Will & Emery LLP600
Thirteenth Street, NW

Washington DC 20005

Nicholas C. York

Tucker Ellis & West LLP
1225 Huntington Center

4] South High Street
Columbus, OH 43215-6197



