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I. INTRODUCTION 

This proceeding considers the proposed MRO for SSO generation provided as default 

services by Ohio Edison, The Cleveland Electric Illuminating Company, and The Toledo Edison 

Company (collectively "Companies"), for a three year period beginning June 1, 2011 when the 

current Electric Security Plan expires. Wliile hearings concerned a number of issueS;. including 

the Companies plan to become a member of PJM, this brief focuses on the retail price hnpacts of 

a Market Rate Offer (MRO") rate design that ends the cuirent interruptible service programs and 

economic development initiatives through elimination on May 31, 2011 of Rider ELR 

(Economic Load Response Program Rider), Rider OLR (Optional Load Response Program Rider) 

and Rider EDR (Economic Development Rider). 

The record establishes no credible justification for elimination of the current interruptible 

and economic development riders that results in far higher rate increases to General 

Transmission ("GT") customers than the Companies* Schedule \ filings portray. Likevrise, the 

nanovvly focused RFP process on peak demand reductiouii, as part of a portfolio to comply with 

RC 4928-66, creates a poorly substituted interruptible program for the current crcdits provided to 

GT customers under Rider ELR and Rider EDR. 

Wiihoiii; the current intermptible and economic development riders in place after May 31, 

2011. the VIRO rate design is not consistent with state policy enacted by the General Assembly 

under RC 4928.02 (A), (B), (D), and (N). This failure to comply requires Commission 

disapproval of the rate design proposed unless remedied by inclusion of those riders. 

Continuation of Rider ELR, Rider OLR, and Rider EDR after May 31, 2011, through the 

term of the MRO, would comply with state policies to allow for approval of the MRO rate design, 
3 
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These riders mitigate otherwise unreasonably high rate increases beginning .Tune 1, 2011 to GT 

customers, provide those customers with elective price and quality options to remain competitive, 

further economic development and job retention, and fm;ilitate Ohio's competitiveness in the 

globEil market, 

IL ARGUMENTS 

A. THE COMPANIES UNMITIGATED PROPOSED RATE DESIGN RESULTS IN 
RATE SHOCK FOR GT CUSTOMERS 

1. Competitive Bid Process 

The Companies propose diat SSO generation supply charges, implemented on a service-

rendered basis, pass through to all SSO customers covered by the MRO, including service under 

RC 4905.31 special contracts and under RC 4905.34. [Companies App. Ex. J, par. 57, pg. 20). 

As shown on Attachment B to the Application, The Competitive Bid Process ("CBP") 

results in six different clearing prices for each year of SSO service. From the customer's 

perspective, Rider GEN changes each year of the three-year period^ unless no price change 

occurred (Warvell, Tr. II, pg. 234, L 14-22). fhe Companies arrive at a single blended price (the 

''Blended Competitive Bid Price") by dctennining the weiĵ hted average of the prices cleared by 

the number or tranches procured at each cleared price. Companies App. Ex. 1, par. 60, pg. 21; 

Companies Ex. 4, Fanelli, pg. 4), Actual rate impacts become known after the 2010, 2011, and 

2012 bid results. {Companie.̂  App. Ex. 7, par. 81-82, pg. 28, Companies Ex. 4, Fanelli, pg. 12). 

The Blended Competitive Bid Price becomes the generation retail rates charged to SSO 

customers (''Standard Service Offer Generation Charge'̂ ) under a wholesale to retail rate 

convei^ion process Subsequent auctions derive rates to annually update the SSOGC. (See Att. C, 

C'J, Sch. 4a: Companies Ex. 4, FaneUi, pg. 4,7,8). Rider GEN rates reflect service voltage 

4 
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adjtjstments, seasonality based on historic LMPs (Locational Marginal Prices), and grossed up 

for tuxes, (see Schedule 2, Attachment C; Companies App̂  Ex, I, par. 60-62, pg. 21; Companies 

Ex. 4, Fcmdli, pg, 4). The rate design intended for Rider GEN relates directly to seasonally 

acquired retail energy, consistent with ciurent generation rate design^ without regard to class 

allocations, load factors, or other considerations. {Companies App. Ex. 1, par, 63, pĝ  21'22), 

The Companies expect this rate design to reduce reconciliations by aligning received retail 

revenues with auction-based payments to SSO Suppliers. (Companks App. Ex. I, par, 64, pg, 

22). 

2. Rate Impacts From MRO Rate Design 

Schedule 1 of the Application compares the projected differences between annualized 

rates in effect on May 31, 2012 ("Proposed Rates") with those in effect on May 31, 2011 

("Cun-ent Rates"), fhe Companies provide no similar comparisons for 2011 and 2012 bid results, 

{Companies App. Ex. /, par. 81-82, pg, 28; Companies Ex. 4, Fanelli, pg. 12). Key assumptions 

Tor Schedule 1 arc: 

(1) Rider GEN used for the 2012 Proposed Rates equals the S58.41/MWh 
Blended Competitive Bid Price rcsultmg from tlie 2009 Auction, excluding 
estimated recoveries under proposed Rider NMB; 

(2) Rider NMB used for the 2012 Proposed Rates equals $3.09/MWh, excluding 
distribution los-seŝ  to recover non-market based transmission service costs; 

(3) Rider PDR used for the 2012 Proposed Rates equal the annualized estimated 
incurred costs under Rider HLR; 

(4) The 2011 Current Rates include Rider RDD and Rider NDD; 
(5) Both the 2012 Proposed Rates and 2011 Cim-ent Rates use, where applicable, 

the same reconcilable riders at October 2009 levels; and 
(6) All customers receive only SSO services under the 2012 Proposed Rates and 

2011 Current Rates. 
(Companies Ex. 4. FanellLpg- 12,13) 
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Table A below shows from Schedule 1 the average rate» revenue, and percentage change 

differences between 2011 Cunent Rates and 2012 Proposed Rates for the GT customer class. 

Table A 

GT 
Ohio Hdison 

CHI 

TE 

Average Rates S 
2011:0.6640 
2012: 0.0626 
2011:0.0572 
2012: 0.0605 
2011:0.0566 
2012:0.0622 

Revenue $ 
2011:269,527,343 
2012:254.273,800 
2011:101,517,138 
2012:107,276,184 
2011:211,680,582 
20)2:232,763,406 

% Change 
-6% 

6% 

10% 

OESck 1, CESck 1, and TE Sch 1 

The Companies provided details behind the numbers show on Schedule I the summary of 

revenues collected by the Proposed Rates. (Fanelli, Tr. IV, pg. 529, L 2-7). Revenues impacts 

analysis assumed all customers received service imder the Compajiies' SSO. (Fanelli, Tr. IV, pg. 

529, L 2-7). 

As for specific rates and schedules, the Current Rates include riders ELR and OLR, but 

those revenues not specifically embed in Proposed Rates. (Fanelli, Tr. IV, pg. 531, L 24-25; pg. 

532̂  L I-10). 

The Rider EDR (Economic Development Rider) mitigates substantial rate increases by 

applying gradualism principles for ceiiain customers including those seî ved under Rider ELR, 

when rates became effective under the Electric Security Plan on June 1, 2009. (Fanelli, Tr. IV, 

pg. 532: I n-25:pg. 532, L 1-12). The MRO elimineites tlie ELR to make inapplicable its credit 

provisions (and for the EDR credit). (Fanelli, Tr. IV, pg 533, L 13-20). The ELR Rider applies 

mostly to large ctislomcrs receiving interruptible services as of February 2008 under contract or 

tariff provisions. (Fanelli, Tr. IV, pg 534, L 3-13). 
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The Companies ultimate objective is to align retail rate design with costs incurred in 

providing SSO service. The EDR Rider approved in the Electric Security Plan intended to 

mitigate tliat alignment (transition) for some customers. (Fanelli, Tr IV, pg. 534, L 14-25; pg. 

535̂  11-5). 

in this proceeding, the MRO rate design, having considered die dual objectives of 

aligning rate design with costs incmred. and mitigation of that aligmnent, eliminated the ELR 

interruptible credits talcing into account under die Electric Security Plan that ELR rider expires 

on May 31, 2011 by its own terms. (Fanelli, Tr. IV, pg 555, L 6-12). While no specific 

termination date applies to the EDR Rider, diis rider likewise temiinates because linked to the 

HLR Rider interruptible credits. (Fanelli, Tr. IV, pg 535, L 18-25). 

Tbe $10/kW credit ($1.95 ELR credit and $8.05 EDR credit) is part of Current Rates 

used by Schedule 1 to assess revenue impacts of the Proposed Rates. The ELR and EDR credits 

arc not included in the Proposed Rates. (Fanelli, Tr. IV, pg. 538, L 24-25, pg. 539, L 1-15). The 

Companies for the Proposed Rates assumed credit dollars for Pealc Demand Reduction (PDR 

process) at equal to the $10/kW credit included in Current Rates, (Fanelli, Tr IV, pg. 540, L 1-15, 

23-25; pg. 541, L hi8). 

The Companies assumed customers would seek compai'able credits to participate in the 

RFP ]?roce5S. The Companies believe Schedule 1 provides for reasonable rate impacts of the 

(Proposed Rates, but concede to the extent customers actually receive lesser credits, such as 

$ 1 /kW, the -6% revenue decrease for OE, by example^ becomes less. (Fanelli, Tr. IV, pg 546, L 

13-25; pg. 547, L 1^20). Similarly, revenues under the Proposed Rates for GT customers of CEI 

and TE would inci-ease with those credit reductions causing the percentage differences also to 

rise. 
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Table B demonstrates that Schedule 1 understates the revenue impacts on GT customers 

because of the credits assumed for tJie Peak Demand Reduction RFP, as shown below; 

Table B 

GT 2012 
Custoiner Bills 
Distributions 
Transmission $ 
Generation $ 
Peak Demand Reduction RFP 
Credit S 
Total Rider $ 

Without RFP Credit 
With RFP Credit 

Total Revenue $ 
With RFP Credit 
Change From 2011 Revenue S 
Without RFP Credit 
Change From 2011 Revenue $ 

Ohio Edison 
2,144 
5,294,177 
11,796,053 
237,522,685 
-28,477,356 

28,144,237 
-333,119 

254,279,797 
-6% 
282,75U56 
5% 

CEI 
228 
466,992 
3,087,107 
103,967,709 
-12,473,449 

12,227,825 
-245,624 

107,276,184 
6% 
119,749,633 
18% 

TE 
682 
1,421,542 
10,552,036 
219,086,960 
-22,911,167 

24,614,034 
L702,867 

232,763,406 
10% 
255,674,573 
21% 

Derivedfivm OESck l,pg.l, 6of 12: CESck l,pg. 1, 6 o f l l ; a n d T E S c k U p g l 6 o f l l 

The variability of tlie RFP credit creates serious doubt as to the Schedule 1 reliable use in 

a ŝes.sing the revenue differences between moving from Cintent Rates to Proposed Rate under 

the MRO rate design. The elimination of tbe RFP credit increases GT transmission revenues 

under the Proposed Rates from -6% to 5% for OE, from 6% to 18% lx)i" CEI, and from 10% to 

21 % for TE when competed to die Current Rates. 

OEG witness Baron reached similar conclusions on understated revenues, Mr. Raron 

examined auction price sensitivity on rates using Companies witness Fanelli's assumptions for 

Schedule 1, but increased Rider GEN rate from $58.41/MWH to $68.41/MWH. This 17% 

change in generation rates caused GT revenues to increase by 9% for OE, 23% for CEI, and 28% 
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for TE over those revenues under the 2011 CuiTent Rates. (OEG Ex. 1, Baron Test.. pg, 8; SJB-2, 

Mr, Baron further examined rate impact sensitivity witli Rider GEN at $68,41/MWH by 

also reducing the current interruptible credit to a rate of $1.95/kW per mondi, radier than 

assuming as Companies witness Fanelli that credit level remains tmchanged under die "Peak 

Demand Reduction RFP. (OEG Ex. 1, Baron Test,, pg 8; SJB'3). The higher generation rate 

and lower credit levels dramatically increased transmission tates, characterized by Mr. Baron as 

rate shock, so that Ohio^s Uurgest manufacturing electiic consumers pay rates over 3 to 14 times 

the 2012 retail average. The 2012 Proposed Rates increase over 2011 Current Rate for GT 

transmission services by 17% for OE, 43% for CEI, and 34% for TE service. {OEG Ex. 1, Baron 

Test., pg. 8-9, Table 1, SJB-3,pg 1-3). 

Nucor witness Dr, Goins criticized the Companies rate impact projections as non-

compliant with OAC 4901:i-35-03(B)(2)(c), and likely understated fiiture rate increases to all 

customers under its proposed MRO. Dr. Goins questioned use of Rider GBN at $58.41/MWH 

from the 2009 Auction because of depressed bid prices eatised by the economic conditions at diat 

time. Sjgniftcantly higher cleared prices should occur as economic conditions improve. (Nucor 

Ex. 1, Gains Test., pg 8, 9). 

Further, Dr. Goins criticised the Companies projecdons for failure to totally recognize dfie 

rate impacts on GT customers by replacing Rider ELR whh the RFP Process. The combined 

SI n.OO/kW credits lost by elimination of both the Rider ELR and Rider EDR could cause GT 

customers to incur nearly a 50% price increase dependent of achieved load factors. (Nucor Ex. L 

Coins Te.st, pg 10). 
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Upon closer scrudny, the Companies projected revenue changes shown on Schedule 1 

grow to the point thai Ohio's largest energy users receiving transmission services confront rate 

shocking increases of startling percentages, over 30% to 50%, or 3 to 14 times 2012 retail 

average, based on the MRO rate design proposed. 

B. APPROVAL OF MRO RATE DESIGN ALLOWED ONLY AFTER REQUIRED 
CHANGES TO BECOME CONSISTENT WITH STATE POLICIES 
ENUMERATED UNDER RC 4928.02 

1. State Policy Guides Commission Review 

Determination as to whether the MRO, proposed by the Companies as its SSO price, 

complies with the competitive bid process requirements sel: forth by RC 4928.142 (A), and the 

applicable requirements of RC 4928.142 (B), requires the Commission to consider those 

provisions together with those state policies enumerated by RC 4928.02. In Re Application of 

Ohio Edison. The Cleveland Electric Illumtnarinp; Companv. and The Toledo Edison Company 

for Apuroval of a Market Rate Offer, Case No. 08-936-EL-SSO, Opinion and Order, dated 

November 25,2008, pg. 6-7. 

These policies under RC 4928.02 impose duties on the Conunission, as confirmed by the 

Ohio Supreme Court, to guide its review of the proposed MRO. supra at 13-14. Policies enacted 

by the General Assembly pertinent to tlie Corat>anies failure to design lawful rates under its 

MRO include under subpart (A) to: 

Ensure the availability to consumers of* * * reasonably priced retail electric service (A); 

Subpart (B) 

Ensure the availability of * * * retail electric service that provides consumers with the 
supplier, price, terms, conditions, and quality options they elect to meet their respective 
needs; 

10 
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Subpart: (D) 

Encourage * * "̂  market access for cost-eficctive supply * * * including, but not limited to, 
-̂ 'H * time-diflcrentiated pricing *'*'*; and 

Subpart (N) 

Facilitate the state's effectiveness in the global economy. 

The Commission may approve under RC 4928.142 (A) (B) and (C), the MRO as the 

Companies competitively bid SSO price, upon which, to select the least cost bids and prescribe 

retail rates, only to the extent consistent with state policies enumerated under RC 4928.02 (A) 

through (N). 

2. State Policy requires for approval of the Companies MRO Rate Design that the 
ELR Rider, OLR Rider and EDR Rider continue in effect after May 31, 2011 
during the approved MRO's full term. 

The proposed MRO requires substantial changes before approval to become consistent 

with state policies enacted by the General Assembly to guide tlic Commission in meeting its 

statutory duties under RC 4928.142 (A) and (B), and (C). 

The Commission should reject the Companies rate design that violates state policy by 

eliminating the availability of Rider ELR, Rider OLR and Rider EDR to GT customers that 

provide pricing and quality options to meet their need.s in receiving reasonable rates to facilitate 

the state's effectiveness in the global markets. Further, those riders promote economic 

development and job retentions for the benefit of all Ohio, Those riders shouid continue in effect 

afler May 31, 2011 through tlietej-m of the MRO approved intliis case. 

OEG witness Baron specific recommendations, before approval of the MRO, rate 

mitigation to cap OT rate increases at no more than 1.5 times the overall rate increase to furdier 

n 
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economic development and prevent GT customers from incurring mireasonably increases; 

continuation of the currently approved ELR (and OLR) riders to provide for interruptible credits 

and EDR Rider credits; and peiiodic prudency/performance review of an approved MRO. {OEG 

Ex. L Bar on Test, pg 3-5). 

Nucor witness Dr, Goins called for rejection of the MRO without substantial 

modi:l!ications that include promotion of economic development and incentives for customers to 

manage peak demands and efficiently use energy. (Nucor Ex. 1, Goins Test., pg. 6-7) Other 

recommendations include retention of the cuitent $l.95/kW credit under the BLR Rider and the 

$8.05 credit under the EDR Rider, an increase to the current credit under Rider OLR, and 

approval of time-of-use rates as proposed, A cap on annual rate increases for GT (and lighting) 

customers at 1.5 times system average increases up to a mivcimum of 5% for mitigation and 

promoticm of economic development is also included in Dr. Groins' recommendations, (Nucor 

Ex. I Goins Test., pg. 6-8). 

The current EDR Rider intends to gradually mitigate the substantial increases otherwise 

incurred by certain laige industrial customers because of terminated special rate contracts. 

{Companie.̂  App. Ex. 1, par. 76 pg. 26; Companies Ex. 4, Fanelli, pg. 10, L 6-23). However, 

tbe Companies MRO eliminates the current Rider EDR, including those pertaining to lai'ge 

industrial load interruptible credits, except for continuation of mitigation measures for STL and 

rRI' cu.̂ tcmers to cap at 5% their annualized increases. {Companies Ex, 4, Fanelli. pg. 10-11). 

Strikingly absent the proposed MRO rate design fails to promote economic development 

and retain jobs in the Ohio FH EDU's service territories. Rather, tbe Companies request 

Commission approval to eliminate after May 31, 2011 die successfully tested rate design riders 

12 



01/08/2010 14:05 12169210204 THE UPS STORE PAGE 15 

ELR, OLR, and EDR, and put in place a conceptual, untested RFP bid process with a much 

narrow focus not intended to continue the presently robust inten'uptible seiTice options. 

Few if any doubts can arise that the current programs structured around riders ELR and 

OLR, and rider EDR, benefit greatly customers, tlie Companies, and Ohio's competitiveness 

through annual peak demand reductions, enhanced system reliability, potentially reduced 

generation and transmission service cost, mitigated rates through credits received, and Ohio 

residents employed, (see Nucor Ex 1, Goins Test> pg 4-5) 

"fhe Companies replace their demonstratively successful current interruptible program 

with a narrow focused RTP process solely for the purpose to meet peak demand redaction 

benchmarks of RC 4928.66. {Companies Ex. 5, Paganie, Attachment JEP-1, IV). No reasonable 

bî isis exists to even argue the RFP process provides for the multi-facet benefits now achieved by 

custcimers, the Companies, and the state under the current interruptible program provided under 

the FLR/OLR riders, and Rider EDR (see Nucor Ex 1, Goins Test., pg 4-5). Critically, those 

riders expire on May 31, 2011 unless extended voluntarily by the Companies, or ordered . 

extended by the Cominission for approval of a MRO rate design consistent with state policy. 

Fhe RFP process provides for interruptions of large commercial and industrial customer 

loads for which the Companies accepted their bids when needed to meet annually targeted load-

reductions, as RC 4928.66 requires, or for system emergencies. (Companies App, Ex. L par 71 

pg. 24: Companies Ex 5, Paganie, pg 2, 6-7). Tlie Companies provide reduction targets that 

change yeariy upon which to request price and quantity bids from willing eligible customers who 

agree to interrupt their loads when requested during the interruptible periods of the MRO 

calendar year June 1 tlirough May 31. (Companies App, Ex. l,par. 72, pg. 24-25; Companies Ex. 

13 
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5, Paganie, Attcichmnt .IEP-1). Customers payments ai-e capped by die accepted MWs bided 

under the RFPs. {Companies Ex. 5, Paganie, Attachment JEP-l, III). No actual interruptions 

need to occur. Compliance with die peak demand reduction requirements sufSce, since awarded 

bids achieve those reduction benchmarks. (Compoiiies Ex. 5, Paganie, Attachment JEP-1, IV). 

Less interruptible service options is the predictable result from replacing the ELR and 

OLR intenitptiblc programs with the RFP process with the single goal to achieve statutory 

compliance without regard to stable rates, reliable service, economic development and job 

retention, (̂ ee Nucor Ex. I Goins Test,, pg 26). In contrast, the ELR and OLR interruptible 

programs already provided many broad ranging benefits con.3istent with state policy that should 

continue as now approved after May 31, 2011 tiirough the full term of any approve MRO. 

Ibe RFP process never intends to replace the current ELR, OLR and EDR riders whose 

elimination could increase rates approaching over 30% to 50%, or 3 to 14 times 2012 retail 

average, for the state's largest energy consuming customers. The proposed MRO rate design, 

without these riders, fail to conform to state policy enumerated by RC 4928.02 that requires 

offering eustomers with reasonably priced service, price and quality options from which 

customer may elect to meet their needs, and for Ohio to eflbctively compete in the global market. 

III. CONCLUSION 

The Companies intended elimination of the current ELR rider, OLR rider, and EDR 

Rider aRer May 31, 2011 requires rejection of the MRC) rate design as inconsistent widi state 

policy. Alternatively, Commission ordered continuation of these riders to GT customers after 

May 31, 2011 until the end of the approved MRO allows for approval of the MRO rate design 

consistent with state policies if the Companies comply. 
14 
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Respectfully Submitted. 

C'̂ t-*'-

Ctaig I. Smith (0019207) 
Attorney at Law 
2824 Coventry Road 
Cleveland, Ohio 44120 
'Tel. (216) 561^9410 
wis29@yahoo.com 

Attorney for Material Sciences Corporation. 

CERITFICATE OF SERVICE 

Tlie undersigned hereby certifies that a true and accurate copy of the foregoing Brief by 
Materials Science Coiporation was served this 8̂"̂  day of Januai7 2010 by electronic mail upon 
the persons listed below. 

Craig I. Smith 

Aithur E. ICorkosz 
.Tames W, Biirk (Counsel of Record) 
Mark A, Haydcn 
Ebony L. Miller 
TIRSTHMERGV SERVICE COMPANY 
76 South Mflin Sitect 
Akrnn, Ohio 44308 
korJcosxa@rirstenergycorp.com 
biirlcj@firstenergycni1i.com 
Ii^ydenm@firstcnergycoip- com 
sltiiillei'@fi]'sten qrgycorp.com 

FTRSTENERGY SOLUTTONS 
Morgan E. Parke, Esq. 
Michael L. Belting, Esq. 
nTtja]jcg@fii:$t6jijarevcQrp,coiTi 
beitingm@firstenergycorp.com 

James F. Long 
Laura C, McBride 
CALFEE, HALTER & GRISWOLD LLP 
1400 KeyBank Center 
800 Superior Ave 
Cleveland, OH 44114 
jiang@calfee.t;om 
lnicbride@calfee.com 

Dcvid A Kutik 
Jones Day 
901 Lakeside Avenue 
Cleveland, Ohio 44114 
dakutik@0ne9day.com 

15 

mailto:wis29@yahoo.com
mailto:korJcosxa@rirstenergycorp.com
mailto:biirlcj@firstenergycni1i.com
http://qrgycorp.com
mailto:beitingm@firstenergycorp.com
mailto:lnicbride@calfee.com
mailto:dakutik@0ne9day.com


01/08/2010 14:05 12169210264 THE UPS STORE PAGE IS 

Jeffrey L. Small (Couî sel of ReQovd) 
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