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BEFORE
'"HE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Joint Appli- )
cation of The Cleveland Electric )}
Illuminating Company and Cleveland )
Thermal Fnergy Corporation for the )
Consent and Approval of the Sale )
arnd Furchase cf Heating and Cooling)
Utility Property, Plant, and Busi- }
ness, and for Related Relief and )
Authority, }

Case No. 87-2033-HT-ATR

OPINION AND ORDER

The Commission, cowmi.g naw to coneider the above-entitled
application and exhibits filed November 25, 1987, the supplements
theretc flled December %, 18, 21, and 23, 1987; having appointed
ita attorney examiners Barth E. Royer and Colleen L. Mooney to
tonduct a public hearing and to certify the record directly teo
the Commission; having reviewed the record of the public hearing
held December 1% and 23, 1987; and being otherwise fully advisead
in the premises, hereby issues its Opinion and Order.

APTEARANCES :

Mr. Craig I, Smith, Benior Corporate Counsel, The Cleveland
Electric Illuminating Company, 55 Publiec Sguare, Cleveland, Ohio
44112 on behalf of applicant, The Cleveland Ele.tric Illuminating
Company.

Messrs, Vorys, Sater, Seymour and Pease, by Messrs. Sheldon
A. Taft and Stephen M. Howard, 52 East Gay Street, P,0. Box 1003,
Columbus, Ohio 43216-1008, on behalf of applicant, Cleveland
Thermal Energy Corporation.

Mr. Anthony J. Celebrezze, Jr., Atiorney General, by Messrs.
David Z. Champion, and Charles H, Leass, Assistant Attorneys
General, 180 FEast Broad Street, Columbus, Ohio 43266-0573, on
behalf of the staff of the Public Utilities Commission of Chio.

Messrs. 3urke, Haber & Berick, L.P.A, by Messrs., Stephen T.
Parisi and Roger Kleinman, 300 National City Bank Building, 629
Euclid Avenue, Cleveland, Ohio 44114, and Messrs. Walter, Haver-
field, Buecher & Chockley, by Mr. Howard A. Marken, 1215 Terminal
Tower, Cleveland, Ohio 44113, on bkehalf of C(leveland State
University.

HISTORY OF THE PROCEEDINGS:

Oon November 25, 1987, Tha Cleveland Electric Illuminating
Company {"CEI"} and Cleveland Thermal Energy Corperation [(“Clev-
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TEC") filed a ijoint application pursuant to Section 4905.48E,
Revised Code, requesting Commiszion approval of the sale by CEI
and the purchase by ClevTEC of the CFET steam heatirg and cooling
company property, plant, and business, hereinaiter referred to as
the steam utility service,

CEI is an Chio corporation engaged in the business of
supplying steam utility servicelto consumers in certain portions
of the city of Cleveland, Ohio, As a public utility within the
definition of Section 4905.02, Revised Code, aud a heating or
cooling company within the definition of Section 4905.03(A) 19),
Revised Code, CEI is subject to the jurisdiction of this Commis-
gion parsuant te Sectiong 4905.04, 4905.05, and 4905.06, Ravised
Cede. ClevTEC is an existing Ohio corporation which currently
provides steam service in Youngstown, Ohio, and, thus, is also a
public utility and & heating or cocoling company subject to the
jurisdiction of this Commission, Under itz formey name, Youngs-
town Therimal Energy Corporaticn, it acguired the Youngstown steam
utility facilitles of Dhio Ediscn Company and has operated those
facilities since 1979 under the municipal regulation of the city
of Youngstown. Because this application bseeks approval of a
purchase and sale ¢of certain property, plant, and business by two
public utilitles, it is governed by the provisions of Section
4905.48, Reviscd Code,

Although Section 4905.48, Revised Code, does not require
that a hearing be held on cpplications f£iled pursuant thereto,
the attorney examiner, by Entry of November 27, ,587, reguired
that r.tice of this application be published in a newspaper of
geners) circulation in Cuyahoga County, Chio. This notice, which
was published in The Cleveland Plain Dealer on November 30, 1987
{Joint Applicants' Exhibit 1), provided that any interested
party who could show good cause why the joint application should
not be granted should submit a written statement detailing the
reasons for its opposition on or befere December 11, 1987. The
notice provided that ‘f the Commission received such a written
statament, an oral hearing would be held on Tuesday, December 15,
1887, at the offices of the Ccmmigsion.

On December 10, 1987, Cleveland State University ("CuU"), a
steam customer of CEI, filed a document styled "Motion to Inter-
vene/Statement in Opposition to Granting of Joint Applica-
tion/Request for COral Hearing/Reguest for Continuance and Motion
for Continuance of Hearlng." CSU set forth certain concerns it
had with the application, primarily dealing with the effect this
transfer proceeding might have upon pending litigation between

1 CEl's primary business is supplying electric service to

customerg in the greater Cleveland area and in «ll or parts
of nine northeastern Ohio counties. However, CEI's electric
operations are not affected by this case.
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CSU and CEl. The joint applicants filed a memorandum contra on
December 11, 1987, and CSU filed a reply on December 15, 1387,

No other CEl steam customer filed a statement opposlng the
proposed transaction. In fact, by letter of December 2%, 1%87,
the Puilding Owners and Managers Association of Greater Cleveland,
an association which has intervened in prior CEI steam rate cades
cn behalf of CEY steam customers, advised the Commission that it
supports the purchase of the steam system., The mayors of
Cleveland ard Yov.gstown also surport the transaction (Letter of
December 22, 1987; Exhibit 1L to Application).

Pursuant to the terms of the published notice, the hearing
commenced on December 15, 1987 at the office of the Commission.
At the outset vf the hearing, the attorney examiners convened an
informal conference among counsel and representatives of the
joint applicants, the Commiasion staff, and CSU. The examiners
reserved ruling on the CSU motions pending the result of the
conference. The hearing was continued at the request of all
parties until December 23, 1987. at the December 23, 1987,
hearing, it was indicated that the issues and concerns rajised by
€3t had, for the mozt part, been resolved, and that it was
anticipated that CSU would withdraw its motion for leave to
intervene, its opposition to the appiication, and its request for
a continuance {Tr, 1Y, 3=-4). The matter has now been certified
to the Commiasion by its examiners for its consideration.

As of this time, CSU has not voluntarily withdrawn its
motion For reasons seat forth therein, the Commission has denied
CSL's motion by a companion Entry issued this date in this
docket. Thus, the matter is now ripe for decision.

COMMISEICN REVIEW AND DISCUSSION:

Th.s case comes before the Commission upon the jeoint,
verified application of CEI and ClevTEC for approval of the
transfer of CEI's steam coperations to ClevTEC and for related
relief and authority, Supplements to the application filed
December ¢, 18, 21, apd 23, 1987 have provided the Commission all
documents related to this transaction. The joint applicants seek.
approval of their application and request the following related
relief: . )

A. A finding that the proposed transactieon is a
substitution of parties and neot an abandon-
ment under Sections 4905.20 and 4905.21,
Revised Code.

B. The release of CEI from any and all obliga-
tions to continue to provide steam utility
service in Claeveland, Ohio:




87-2033~-HT=-ATR -4-

c. The authority for CEI to withdraw and cancel
its PUCO No, 7 Tariff, Rules, and Regulations
relating to steam utility service;

D. The authority for CEI and ClevTEC under
gections 4905.13, 4905,15, 490%.17, and
4905.18, Revised Code, to make any and all
sccounting adjustments necessary to reflect
the transaction proposed herein;

E. The ‘autharity under Section 4909.18, Revised
Code, for ClevTEC to make a first filing of
its tariff, P.U.C.0. No. 1, for steam utility
service, which proposes no increase in any
rate, joint rate, toll, classification,
charge or rental for the steam utility
s:rvice which is the subject of the applica-
tion:

F. The substitution and succession of ClevTEC
for CEI in any reasonable arrangement under
Section 4905.31, Revised Cods, presently
approved by the Commission and existing
betwesen CEI and any of its customers for the
provision of steam utility service;

G. Approval under Section 4905.48, Revised Code,
of the leazse by CEI to ClevTEC of parts of
the Canal Road Substation property:

H. Approval under Secticon 4905.31, Revised Code,
of the contract of the sale of electric
utility service by CEI to ClevTEC; and

I. Any and all other relief that may be appro-
priate in the premises,

Background:

CEI currently provides steam utility service to approximately
231 customers, including CSU, in an area of approximate one
square mile in downtown Cleveland, extending from West 9t} Street
to East 25th Street, and from Lakeside Avenue to Bolivar Road.
Steam utility service was initiated in 1902 with steam being
distributed from the Camal Road plant, which had been buiit in
1894 for electric generation. A second small plant on East 20th
Street was built in 1923 solely for the purpose of providing
steam for the steam utility. In 1946, the Canal Reoad plant was
dedicated entirely to steam generation, and most of the steam
today is provided by the Canal Road plant, which includes five
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coal-fired boilers. The East 20th Street plant is used primarily
for peaking purposes and includes six oil-fired boilers.

The distribution system consists of approximately fifteen
miles of steam mains and four miles oF steam services. Steam is
provided at three pressures: 150 psi high pressure steam, 60 psi
intermediate presgssure steam, and 22 psi low pressure steam, the
latter of which is used by most customers. Several types of
steam lines are used, including prefabricated, concrete envelope,
concrete tunnel, channel tile and wood log.

CEI has sought to provide continuous, reliable steam service
to its steam customers in the downtown Cleveland area. Because
the steam business comprises a very small part of CEI's total
business, CEI has, since early 1983, pursued the possibility of
selling the steam system to an experienced operator, with =&
proven record cf having effectively managed other steam systems
by improving efficlency and service, making necessary invest-
ments, and marketing the service so as to increase customers and
sales. CEI entered into the purchase and sale agreement with
ClevTEC because it believes ClevTEC meets these criteria.

As indicated above, ClevPEC, formerly known as Youngstown
Thermal Energy Corporation, has operated the steam utility
facilities in Youngstown, Ohio since 1979, ClevTEC is owned
entirely by Catalyst Thermal Energy Corporation, a Delaware
corporation whose common stock is traded over the counter.
Catalyst Thermal's only business is the steam business, and it is
the second largest and fastest growing supplier of district
heating and cooling service in the United States. In addition to
the Youngstown system, Catalyst Thermal subsidiaries own city
steam systems in St, Louis, Baltimore, Philadelphia, and Boston,
delivering a total of approximately 9.5 billion pounds of steam
annuelly. This is appr. «imately elght times the annual steam
deliveries of CEI,

Catalyst Thermal Energy Corporation is controlled by Catalyst
Energy Corporation, a Louisiana corporation whose common stock is
listed on the New York Stock BExchange, with assets in excess of
$1,000,000,060 and annual revennues of approximately $425,006,000.
Catalyst Energy is an independent power producer and owns or
leases and operates facilities that produce electricity and
thermal energy for sale at wholesale to public utilities and at
retail to industrial, commercial, and residential consumers.

Terms of the Proposed Trangaction:

The proposed sale and purchase between CEI and ClevTEC would
take place on or before December 30, 1987, if approved by the
Commission, The first year of operation by ClevTEC would he a
transition period between CEI and ClevTEC, tn ensure continuity
of service and procedures. During this reriod, CEI employees
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would work alongside ClevTEC employees under the direct surer-
vision of ClevTEC's general manacer to assure effective transfer
of all operating information and procedures which have been
develaped over the last eighty years of operation of the system
by CEl. <ClevTEC will have customer service, distribution, and
operations personnel beginning duties en the day the sale is
cleosed., ClevTEC would reimburse CEI for its expenses associated
with producing and distributing steam for the steam utility
during the transition period pursvant to an Interim UOperating
Agreement (Exhikit R to the Steam System Asset Purchare Agree-
ment). CEI and ClevTEC will enter intc a “Coal Storage and
Handling Service Agreement”™ (Exhibit 5 to the Steam Bystem Assat
Purchase Agreement] whereby CEI will store and handle ClevTEC's
coal inventory of up to 20,000 tons at CEI's Lakeshore Electris:
Generating Plant. ClevTEC will also havea available to it,
through its parent, Catalyst Thermal Energy Corperation, sophis-
ticated experts in the management, operation, and maintenance of
steam utilities,

During the negotiations between CEI and ClevTEC, ClevTEC
corresponded and met with existing steam utility customers to
provide them with informatioi concerning the history, experiance,
and plans of ClevTEC. A general meeting for all customers vas
held on November 24, 1987, at which time ClevTEC responded to
questiong or concerns regarding the traneaction (Exhibit D to the
Application). ClevTEC has indicated that it will continve to
hold open meetings for all customers on a periodic basis
during the transition period to discusg the provision of steam
utility service by ClevTEC.

The applicants allege that customers will not see any change
in service. ClevTEC has agreed to adopt the CEI tariffs and
seeks approval of those currently effective contracts with
customere which have been approved by the Commissicn pursuant to
Section 49%05.31, Revigsed@ Code {(Exhibit I to the Application),
ClevTEC will be using the same plant to provide the same gquality
and character of service to the same customers at the same rates
as CET.

The purchase price of this transaction is the sum of
$7,000,000 plus the market value of the CEI's fuel inventory for
tha steam orcrations. To finance this acguisition, Catalyst
Thermal Fnergy Corporation will invest approximately $7,000,000
of its own equity capital in ClevTEC and will make short-term
(lesa than twelve months) loans of up to $2,072,000. Since no
new securities will be issued and Catalyst Thermal will continue
tc own all of the common stock of ClevTRC, ClevTEC is not seeking
any authority under Sections 4905,.40, et seq., Revised Code,

on December 7, 1987, an ordinance was introduced before
Cleveland City Council to grant ClevTEC the right to provide
steam utility service within the city of Cleveland (Exhibit X to
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the Application)}. This ordinance was subsequently passed by
Cleveland City Council on December 2}, 1987, and signed by the
Mayor of Cleveland (Revised Exhibit K to the Appiicaticn). 1In
addition, the mayor rf the city of Youngstown has sent a letter
to the chairman of Catalyst Thermal Energy Corporaticn expressing
his community's support of this transaction (Exhibit L to the
Application),

ClevTEC alleges that, upon approval of the applicatiorn, it
will implerent a comprehensive program which has been instituted
by its affiliates in other cities. This program includes: (a}
increasing service reliability by upgradinag the efficiency of the
system; (b} continuing use of stable-priced solid fuels such as
coal; {c) increasing the customer base to spread fixed costs: and,
(d} providing customers with energy management tools to reduce
overall energy consumption. ClevTPEC has also indicated that it
will implement a reaponsive customer service program similar to
those already in place in other operating subsidiaries of Catalyst
Thermal. This program would include (a) information newsletters,
(b) eon-site energy audits of customer buildings, (¢} special
twenty-four hocur phone line service, {d) special seminars on
system maintenance and energy control, and le) preventive mainte-
nance programs.

The joint applicants have also asked the Commission to
approve, pursuant to Section 4905.48, Reviged Code, a 50-year
lease wherebv CEI will lease the bagement and fourth f£lgor of the
substation building at Canal Road and all air rights above the
building for a consideration of 35,000 per year. escalated
annually (Exhibit P to the Steam System Asset Purchase Agrae-
ment), ClevTEC and CEI have also submitted a contract for the
purchase of electricity by ClevTEC from CEI (Exhibit Q to the
Steam System Asset Purchase Agreement). ClevTEC will require
electricity for its steam operations, The applicants reguest
approval c¢f this agreement pursuant to Section 4905.31, Revised
Code. In addition, the applicantsz request that the Commission
approve +he gsubstitution of ClevTEC for CEI in all contracts
which have been previounsly approved by the Commission under
Section 49053.31, Revised Code, for steam utility service to CEI's

customers. See Cleveland Electric Illuminatin? gggggnx, Case No.
§3-1601-HT-AEC, Enfry, (January 3, 1084). This substitution of

parties is expressly authorized by the form of contract at
paragraph IV{b) {(Exhibit J to the Application).

Authority Requestel:

The applicants have alleged that if their application is
granted, the public will continue to be furnished adequate
service at a reasonable and just rate, rental, toll or charge.
Therefore, the applicants have requasted approval by the Commis-
sion under Section 4905,48, Revised Code, of the sale by CEI and
purchase by ClevTEC of CEl's steam utility property., plant and
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business in Cleveland, Ohic, and for reléted relief. Each of the
specific requests for relief are discussed below.

A, The applicants regquest that the Commission
find that the propocsed transaction is a
substitution of parties and not an abandon-
ment under Sections 4905.20 and 4%05,21,
Reviced Code,

Based con a review of the terms of the transaction, it is
clear that no abandonment of service will occur as a result of |
approval of this application. The application is properly before
the Commissicn pursuant to Section 4905.4B, Revised Code, as a
transfer or substitution proceeding. The steam utility service
will continue. The Commisgion ig satigfied that this 1s not an
abandonment proceeding as contemplated by Sections 49%05.20 and
4905.2]1, Revised Code.

B. The applicants request that CEI be relesased
from any an all obligations to continue to
provide steam utility service in Cleveland,
Ohio.

Given the fact that CEI will transfer to ClevTEC all of ite
steam utility assets and business in order for ClevTEC to provide
the steam service, and because the Commission is satisfizd that
ClevTEC will provide service of egqual or greater quality at rates
equal to theose charged by CEI, CEI should bhe relieved irom any
obligation to econtinue to provide steam service,

c. The applicants reguest authority ior CEI to
withdraw and cancel its PUCO NHao. 7 Tariff,
Rules, and Regulations relating to steam
utility service.

Because ClevTEC will be adopting and filing this tariff as
its tariff P.U.C.O0., Mo. 1 and will be providing steam utility
service in Cleveland, Ohio, it is appropriate that CEI be au-
thorized to withdraw and cancel its tariffs, and be removed from
the Commiasion's r¢ll of steam utilities.

D. The joint applicants request authority under
Sections 49%05.13, 4905.15, 4905.17, and
4905,18, Revised Code, to make any and all
accounting adjustments necessary to reflect
the proposed transaction.

Representatives of CEI and ClevTEC have each contacted the
Commission staff on an informal basis to discuss any concerns the
staff might have with the accounting entries. The Commission
recognizes that the opening entry for steam system purchase as
shown on Exhibit F to the application contains estimated numbers,
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Pursuant to i:s staff's recommendation, the Commission directs
CEY and ClevTEC to follow the Uniform System of Accounts in
making these accounting entries (Tr. II, 10}. Further, the term
"deferred asset surplus” should be treated as an "acquisition
adjustment” pursuant toe the Uniform System of Accounts.

The staff has indicated that ite position is that, for
ratemaking purposes, deferred taxes associated with the property
involved should be deemed to follow the property (Tr. II, 10-11).
Altaongh ClevTEC disagrees with the staff position and CEI takes
ro pogition on the matter, ClevTEC, CEI, and the staff agree that
this matter need not be decided at this time and that the pos-
sibility that this issue may arise in a future ClevTEC rate case
is no bar to the accounting approvals requested herein (Tr. 1I,
12).

E. The applicants request autherity under
Section 4909.18, Revised Code, for ClevTEC
to file its tariff P .U.C.0. No. 1 for steam
utility service,

ClevTEC is merely "adopting" CEI's tariffs, and changing
only the name of the utility, the number of the tariff, the
dates, and the case numbers which are contained therein. This
application is a first filing and is not for an increase in any
rate; and, therefore, the Commission will permit the filing of
ClevTEC's tariff P.U.C.0. No. 1 to become effective with the
closing date of this purchase and sala transaction.

F. The applicants request the substitution and
succession of ClevrEC for CEI in any reason-
able arrangement under Section 4505.31, Re-
vised Code, presently approved by the Com-
mission and existing between CEI and any of
its customers for the provision of steam
utility servicae.

The form of the contract, as shown in Exhibit J to the
application, expressly provides that the agreement may be as-
signed by either CEI or the customer without the congsent of the
other in connection with the merger, consclidation, or sale of
substantially all of the asgsets of CEI's steam utility. The
Commigsionr £inds that the substitution and succession of ClevTEC
for CEI in any such reasonable arrangement complies with the
termg of such arrangements and is, itself, reasonable and in tha
public interest under Section 4905,3), Revised Code.

G. The applicants seek approval pursuant to Sec-
tion 4905.48, Revised Code, of the lease by
CEI to ClevTEc of parts of the Canal Read
substation property.
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This lease, which has a term of fifty years, was filed as
Exhbibit P tc the Steam System Asget Purchase Agreement. The
Commission is satisfied that this lease will better enable
ClevTEC to furnish adeguate steam service for a reasonable and
just rate, rental, teoll, or charge and that this lease should be
approved

H. The applicants seek approval under %ection
4905.31, Revised Code, of an Electric Power
Agreement (Exhibit Q to the Steam System
Asset Purchase Agreement) pursuant to which
CEI would provide electricity to {levPEC in
order that ClevTEC might operate its steam
facilities,

The agreement provides for a five-year term and that ClevTEC
will be served under the tariffs of CEr PUCO No. 12 for electric
service, as those tariffs may be amended or surerseded from time
toc time by the authority of the Commission. The agreement
provides that ClevTEC shall pay a $3,000 annual fee for DC power
and for all energy consumed at its facilities at a base rate of
6.88 cents per kwh in the summer months, and a base rate of 2,240
cents per kWh during the winter months. The ratas shall be
adjusted in the same amounts as are the rates containe=d in CEI's
Electric Space conditioning scheduled sauthorized by the Commis-
sion. The rates are also subject to all applicable riders of
PUCO Noo. 12 as may be amended or superseded from time to time by
authority of the Commisaion. The Commission finds that this is a
reasonable arrangement between public utilities which is practi-
cable and advantageocus to the parties. The Commission finds that
this arrangement should be approved pursuant to Section 4905.31,
Revised Code.

I. The applicants had also initially requested
approval pursuant to Section 4905.31, Revised
Code, of & contract for the sale of steam
utility service by ClevTEC to CEI,

At the December 23, 1987 hearing, the applicants withdrew
their reguest for approval of such an arrangement (Tr. I, 5)}.
Counsel indicated that the applicants would be filing under a
separate docket an application for approval of a contract
providing fcr the sale of steam by ClevTEC to CEI (Id4.}.

CONCLUSION:

The Commission has reviewed the application and the support-
ing documentation and finds that the application is well made and
should be granted. CEI and ClevTEC are in good standing with the
Commission, and ClevTEC has shown that it has the experience and
expertige in the steam business and the financial backing neces-
sary ¢o enable it to consummate the agreement ané to fulfill its
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respons..ility to customers affected by the application. Imple~
mentation of the programs proposed by ClevlEC should not only
maintain the current level of service, but also improve the
guality of service to the public. The Commission is satisfied
that the transfer of CEI's plant, property, and business to
ClevTEC will not impair the quality of service presently provid-
ed, and that adeguate service will continue at reasonable rates.

the Commission also finds that the additional avthority
requested by the applicants should be granted. S$Spercifically, the
Commission finds that this proposed transaction is a substitution
of parties and not an abandonment under Sections 4305.20 and
4905,21, Revised Code., CEI should be released from zny and all
obligations to continue to previde steam utility service in
Cleveland, Ohiec and should be authorized to withdraw and cancel
its PUCO No, 7 Tariff for steam service. CEI and (ClevTEC are
Aauthorized to make the appropriate accounting adjustments,
consistent with the Uniform System of Accounts, necessary to
reflect the proposed transaction. ClevTEC is authorized to file
ity tariff for steam service with the Commission to be effective
witk the closing date of the sale and purchase transaction. Such
an application is not for an increase in ratesa., The Commission
approves the substitution and succession of ClevTEC for CEI in
any reasonable arrangement under Section 4905.3), Revised Code,
previcusly approved by the Commission and existing between CE1
and any of its customers for the provision of steam utility
service. The Commisgsion also approves the lease by CEI to
ClevTEC of parts of the basement and fourth floor cf the Canal
Road Substation property pursuant to Section 4905.48, Revised
Code, and approves the ssle of electric utility service by CEI to
ClevTEC purzuant to Section 4905.31, Revised Code, (levTEC
ghould inelul2 in its next billing cycle a notice to its
customers explaining the purchase and the continuation of service
under existing rates,

FINDINGS OF FAC1 AND CONCLUSIONS OF LAW:

1) On Novenber 25, 1%87, the Cleveland Electric
Illuminating Company and Cleveland Thermal
Energy Corporation :iled a joint application
with the Commission for authority to sell and
purchasz certain steam utility property and
business of CEI pursuant to the provisions of
Section 4905.48, Revized Code.

2) The seller, CrI, is a heating or cooling
company and a public uvikility subject to the
Commission's jurisdiction pursuant to
Secticons 4905.03!A) (9) and 4905.02, Revised
Code. CEI serves approximately 231 steam
custcmers in the owntown Cleveland, ©Ohio,
area.
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n

4)

5)

6)

7

ClevTEC is also a heating or cooling company
and a public utility subject to the Com-
mission's jurisdiction, ClevTEC currently
serves customers in Youngstown, Ohio, and is
providing such service under municipal
regulation,

The Commission has jurisdicuion over the
instant proceeding under Secticns 4%05.48,
4905.31, 4905.13, 4905.15, 490%.17, and

4905,18, Revised Code,

CEI has considered selling its steam plant,
property and business to a qualified operator
since 1983. The Steam System Aaset Purchase
Agreement which 1s the subject of this
proceeding was filed with the Commission as
Bxhibit A to the application. The purchase
price of the assets being transferred is the
sum of %7,000,000 plus the market value of
the system's inventory of coal and itunel oil
on the closing date. The applicants state
that the transfer of the steam utility
property and business will not have an
adverse effect on CEI's steam utflity custom-
ers. Further, there will be nc increase in
rates or decline in the quality or character
of service presently provided.

The Commission has reviewed the applimation
and the supporting documentation and finds
that the application is well made and should
be granied. CEI and ClevTEC are in good
standing with the Commissicn; and ClevTEC has
shown that it has the experience, expertise,
and financial backing to enable it to consum-
mate the agreement and fulfill its respon-
sibilities to customers affected Dby the
application. The Commission is satisfied
that the transfer of CEI's property and
business to ClevlEC will net impair the
quality of service presently provided and
that adequate service will continue at
reasonable rates.

The related aythority reguested by the
applicants should also be granted. Specif-
ically, CEX is relieved from any and all
obligations to continve to provide steam
utility service and is authorized to withdraw
and cancel its PUCO No. 7 Tariff for steam
customers, ClevTEC is authorized to file its
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teriff, P.U.C.0., No. 1, for steam utility
service to become effective with the closing
date of this purchase and sale tranzaction.
Pursuant to Section 4%05.31, Revised Code,
the Commission approves the substjitution and
succession of ClevTEC fur CEI in any reason-
able arrangement previously approved by the
Commissjion and existing between CEI and any
of its customers for steam service and the
contract for the sale of electricity service
by CEI to ClevTEC. Pursuant to Section
4905.48(C), Revised Code, the Ceommission
approvea the lease by CEI to ClevTEC of parts
of the Canal Road Substation property.
Pursuant to BSections 4905.13, 4%05.15,
4905.17, and 4905.18, Revised Code, CEI and
ClevTEC are authorized to make any and all
accounting adjustments, consistent with the
Uniform System of Accounts, necessary to
reflect the proposed transaction.

B8) ClevTEC should include in its next billing
cycle a notice to customers explaining the
purchase and the continuation of service
under existing rates,

ORDER:
It is, therefore,

ORDERED, That the applicants, CEI and ClevIEC, are hereby
antheorized to sell and purchase the plant, property, and business
described in the application upon the terms and conditions set
forth therein, It is, further,

ORCTRED, That the authority to buy and saell assets granted
herein is effective from and after the date of this Opinion and
Order. It is, further,

ORDERED, That CEI is hereby authorized to withdraw its PUCO
Tariff No. 7 for steam service., It is, further,

ORDERED, That VEI be released from any and all chligations
to continue to provide steam utility service in Cleveland, Ohio,
antd that its name be removed from the Commission's roll of steam
utility companies. It is, further,

ORDERED, That ClevTEC be authorized to provide steam utility
service to steam customers under the rates adopted and filed by
ClevTEC in ilts tariff, P.U.C.0. No. 1. It 1s, further.
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ORDERED, That ClevTEC file three copies of its newly ap~
proved tariff P.U.C.0. No. } to become effeccive with the closing
date of the transactien. It is, Eurther,

ORDERED, That CEI and ClevTEC be authcrized to make any and
all accounting adjustments, consistent with the Uniform System of
Accounts, necessary to reflect the proposed transacticn. It is,
further,

ORDERED, That ClevTEC be substituted for CEI in any reason-
able arrangement under Section 4905.31, Revised Code, previously
arproved by the Commission and existing between CEI and any of
its steam customers. Xt is, further,

ORLEFRED, That the agreements providing for the sale of
alectric utiiity service by CEI to ClevTEC be approved, It is,
further, '

ORDERED, That the lease by CEI to ClevTEC of parts of the
Canal Rnad Substation property he approved. I+ is, further,

ORDERED, That ClevTEC include in its next billipe cycle a
notice to CEI's customers explaining the purchase and the contin-
uation of service under existing rates. It is, further,

ORDERED, That nothing contained here‘n shall be binding upon
the Commission in any subsegquent invest.gation of rataes or xrate
increase case, It 1ls,; further,

ORDERED, That a copy of thisz Opinion and Order be served
upon counsel for all parties of record and all interested per-
sons.
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