
I I 
f̂ ECElVrO-jQCKETINGOIV 

BEFORE 

THE PUBLIC UTILITIES COMMISSION OF o l f r o ^ ' ^ PH 5: 17 

In the Matter of the Application of 
Ohio Edison Company, The 
Cleveland Electric Illuminating 
Company, and The Toledo Edison 
Company for Authority to Establish a 
Standard Service Offer Pursuant to 
Section 4928.143, Revised Code, in 
the Form of an Electric Security Plan. 

PUCO 

Case. No. 10-388-EL-SSO 

TESTIMONY 
OF 

HISHAM CHOUEIKl , PH.D., P.E. 

ON BEHALF O F THE 

P U B L I C UTILITIES COMMISSION O F O H I O 

Staff Exhibit 

April 15, 2010 

I This is to certify that the iaaoes appearing are an 
accurate dnfl complete reproduction of a case file 

j documwxt delivered in the regular course^|^ business 
T-->'"-'"'«̂ " X'NW^-^ Data Procesaed. 



1 TESTIMONY OF HISHAM CHOUEIKl, PH.D,e P.E. 
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3 1. Q. Please state your name, position, and business address. 

4 A. My name is Hisham M. Choueiki. I am employed by the Public Utilities 
5 Commission of Ohio (PUCO) as a Senior Energy Specialist. My business address 

6 is 180 East Broad Street, Columbus, Ohio 43215. 

7 2. Q. Please describe your educational background and professional experience. 

8 A. I am a Registered Professional Engineer m Ohio. I hold a Bachelor of Science, a 

9 Master of Science, and a Philosophy Doctorate, all in Industrial and Systems 

10 Engineering, all from the Ohio State University (OSU). 

11 I currently serve as a Senior Energy Specialist in the Planning and Market 

12 Analysis Division in the Energy and Environment Department at the PUCO. I 

13 started my career in government regulation as a Graduate Researcher at the 

14 National Regulatory Research Institute while attending graduate school at OSU. 

15 My tenure at the PUCO commenced in 1987 when I joined the Forecastmg 

16 Division as a Senior Utility Rate Analyst. I was later promoted to a Utility Rate 

17 Analyst Supervisor, an Energy Specialist, and finally to my current position 

18 During my tenure at the PUCO, I have participated in niunerous rule-making 

19 proceedings in gas, electric, and telephone, testified in electric forecast hearings, 

20 altemative regulation hearings, and merger hearings, co-authored several energy 

21 forecasting and telecommunications reports, lectured at the PUCO and at national 

22 and intemational technical conferences in the areas of forecast modeling, 



1 experimental design, and artificial neiû al networks, and published a number of 

2 technical papers in peer-reviewed engineering journals. 

3 3. Q. Please describe some of your present responsibilities at the PUCO. 

4 A. I am a technical/policy advisor to PUCO Conmiissioners and Senior Staff. I have 

5 several other major responsibilities; such as a) developing empirically valid, 

6 logically consistent, and historically accurate short-term and long-term analytical 

7 forecasting models for assessing and characterizing the behavior of energy and 

8 economic systems in utility service areas in Ohio, and in the United States, b) 

9 reviewing the long-term forecast reports of electric distribution utilities in Ohio, 

10 and c) participating as an active member on several work groups ofthe 

11 Organization of MISO States (OMS) and the Organization of PJM States Inc. 

12 (OPSI).. 

13 4. Q. Have you testified in previous cases at the PUCO? 

14 A. Yes, I have testified in long-term forecast hearings, telecommunications 

15 altemative regulation hearings, and telecommunications merger hearings. 

16 5. Q. What is the purpose of filing this testimony? 

17 A. This testimony is limited in scope. Specifically, I will be evaluating whether 

18 Section C~Paragraph 2 ofthe Stipulation and Recommendation (Stipulation) in 

19 PUCO Case No. 10-388 addresses the principal concerns raised by the PUCO in 

20 its filing at FERC in Docket No. ER09-1589.' 

Protest of tiie Public Utilities Commission of Ohio in Docket No. ER09-1589, 
filed on September 25, 2009. 



1 I will also be providing an update in regard to Section A-Paragraph 8 ofthe 

2 Stipulation. In the Stipulation, the Signatory Parties acknowledged that the 

3 results ofthe Fixed Resource Requirement (FRR) auction were not available 

4 when the Stipulation was filed but that the results would be available prior to the 

5 Commission issuing its Order in regard to the Stipulation. This testimony is 

6 presented merely to complete the record as to the information provided and does 

7 not include any Staff recommendation. 

8 PUCO CONCERNS RAISED AT FERC IN DOCKET NO, ER09-1589 

9 6. Q. What was one ofthe PUCO principal concerns raised at FERC in docket 

10 NO.ER09-1589? 

11 A. In its filing at FERC, the Commission expressed concern regarding the costs 

12 associated with the reatignment of ATSI into PJM. Specifically, the 

13 Commission's comments indicated that ATSI will incur an exit fee from MISO 

14 and will incur an integration fee from PJM. The Commission also noted that 

15 FirstEnergy, in its realignment application, did not make a commitment that its 

16 retail customers in the Cleveland Electric Illiuninating (CEI), Ohio Edison, and 

17 Toledo Edison service areas, who had no control over FirstEnergy's decision to 

18 realign with PJM, would be held harmless from the exit and integration fees. 

19 7. Q. Did FERC address the PUCO concern in regard to exit and entrance fees? 

20 A. . In its Order issued on December 17,2009 (December 17 Order) granting ATSI's 

21 realignment with PJM, FERC acknowledged the concern raised by the PUCO in 

22 regard to the exit and integration fees. However, FERC stated that such a concern 



1 was not ripe for a determination in this docket. Rather, FERC affirmed that these 

2 issues should be raised and resolved after ATSI has joined PJM and has filed for 

3 recovery ofthe exit and integration fees consistent with PJM's transmission tariff. 

4 8. Q. Has FirstEnergy provided staff with estimates for the MISO exist fee and 

5 the PJM integration fee? 

6 A. Yes, the exit fee from the MISO is estimated to be $37.5 million. The integration 

7 fee into PJM is estunated to be $5 million (WRR, Attachment 1). 

8 9. Q. What has FirstEnergy committed to in the Stipulation to address PUCO's 

9 concern in regard to exit and integration fees? 

10 A. . FirstEnergy has committed to not seek recovery of MISO's exit fee and PJM's 

11 integration fee from its retail consimiers of CEI, Ohio Edison and Toledo Edison. 

12 10. Q. Does the commitment above fully address PUCO's concern in regard to 

13 exit (out of MISO) and integration (into PJM) fees? 

14 A. Yes, it does. 

15 11. Q. What was another principal concern raised by the PUCO in its filing at 

16 FERC? 

17 A. The PUCO expressed concem that if FirstEnergy's request from FERC for a 

18 waiver of all legacy Regional Transmission Expansion Plan (RTEP) charges; le. 

19 charges for transmission projects'' that were approved by the PJM Board prior to 

These projects are defined as backbone projects; i.e. high voltage transmission 
facilities that were deemed by the stakeholder commtmity to have regional benefits in 
terms of reliability improvements, congestion reductions, etc.,,^ 
http.7/www.pjm.com/plaiming/rtep-upgrades-status/backbone-status.aspx 
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1 ATSI's realigrunent with PJM, was denied, such charges could have a detrimental 

2 impact on the CEI, Ohio Edison, and Toledo Edison customers. 

3 12. Q. Did FERC grant FirstEnergy its waiver from all legacy RTEP charges? 

4 A. . FERC, in its December 17 Order, denied FirstEnergy's request for a waiver from 

5 all legacy RTEP charges. FERC's decision denying the waiver was based on the 

6 fact that FERC had already approved PJM's transmission tariff. Accordingly, 

7 FERC stated that PJM's tariff is just and reasonable and not unduly 

8 discriminatory for current as well as for new entrant transmission owners in PJM. 

9 13. Q. Did FERC address PUCO's concem as to the detrimental impact that 

10 legacy RTEP charges could have on FfrstEnergy's retail customers? 

11 A. . No, it did not. In its December 17 Order, FERC only suggested that FirstEnergy 

12 should negotiate with current PJM transmission owners the costs, terms, and 

13 conditions of ATSI's integration into PJM. 

14 14. Q. Has staff estimated tiie RTEP legacy charges tiiat ATSI will be responsible for as 

15 a result of its realigmnent with PJM? 

16 A. Yes, it did. In its response to OCC data request 2-26, FirstEnergy provided an 

17 annual estimate of ATSI's share ofthe revenue requirements for backbone 

18 projects^ in the PJM footprint over the calendar years 2011 tiirough 2021. From 

19 this data, Staff has derived the net present value of a blended estimate ofthe 

TrAlL, Carson-Suffolk, Susquehanna-Roseland, PATH, MAPP, Branchbui^-
Roseland-Hudson, and other eligible projects. 



1 charges that PJM would bill ATSI for during the ten-year period starting on Jime 

2 1, 2011. Staff estunates these charges to be $557 million"̂  over the period June 1, 

3 2011 tiirough May 31,2021 (HMC, Attachment 1). 

4 15. Q. Out ofthe estimated $557 million tiiat would be allocated to ATSI, what 

5 would be the proportion allocated to the Ohio companies (CEI, Ohio 

6 Edison, and Toledo Edison)? 

7 A. FirstEnergy estimates that the Ohio Companies would be allocated about 85% of 

8 ATSI's share ofthe revenue requirements. With this in mind. Staff estimates that 

9 the Ohio Companies would be allocated about $473 million^ over the ten-year 

10 period starting on June 1, 2011. 

11 16. Q. What has FirstEnergy committed to in the Stipulation to address PUCO's 

12 concem in regard to legacy RTEP charges? 

13 A. FirstEnergy has committed to not seek recovery from retail customers of CEI, 

14 Ohio Edison, and Toledo Edison for any RTEP charges billed by PJM during the 

15 five-year period starting on June 1, 2011. 

16 17. Q. Has staff estimated the legacy RTEP charges that would be incurred during the 

17 first five years post reallignment? 

This number is derived from FirstEnergy's response to OCC Set 2-26. See HMC 
Attachment 1. 

$473 million = 0.85 x $557 million 
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1 A. Yes, it has. Staff estimates the net present value ofthe legacy RTEP charges 

2 associated witii the CEI, Ohio Edison, and Toledo Edison load during the first 

3 five years post realignment to be valued at $257 million (HMC, Attachment 1). 

4 18. Q. Does the commitment above, in staffs opinion, address PUCO's concem in 

5 regard to the legacy RTEP charges? 

6 A. FirstEnergy's commitment in the Stipulation is to not seek recovery from retail 

7 customers ofthe legacy RTEP charges billed by PJM prior to June 1,2016. This, 

8 in Staffs opinion, is a reasonable resolution ofthe concem. This commitment 

9 disallows 54%^ ofthe legacy RTEP charges that could otherwise be allocated to 

10 the CEI, Ohio Edison, and Toledo Edison customers. 

11 It is a fact that FERC did not address PUCO's concem in regard to legacy RTEP 

12 charges. It is also a fact that FERC denied FirstEnergy's request for a waiver 

13 from all legacy RTEP charges. This imcertainty has caused Staff some 

14 consternation since FERC's December 17 Order did not affirmatively state with 

15 prejudice that FirstEnergy, and not its Ohio retail customers, will be responsible 

16 for all legacy RTEP charges. On balance, given the situation as it appears today, 

17 a commitment to not seek recovery for more than 50% ofthe legacy RTEP 

18 charges is much better than being subject to a FERC decision rendering 100% of 

19 the legacy RTEP charges to all retail customers m the CEI, Ohio Edison, and 

20 Toledo Edison service areas. 

This percentage is derived as follows: $257 million / $473 million = 54.33%. 
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1 19. Q. Please summarize staffs position with respect to the two commitments that 

2 FirstEnergy has agreed to in the Stipulation for addressing two principal 

3 concerns raised by the PUCO in its filing at FERC in docket No. ER09-

4 1589. 

5 A. First, a commitment by FirstEnergy to not seek recovery of exit and integration 

6 fees billed by MISO and PJM, respectively, fiilly addresses PUCO's concem that 

7 was raised at FERC in regard to the exit and integration fees. 

8 Second, a commitment to not seek recovery from CEI, Ohio Edison, and Toledo Edison 

9 customers ofthe first five years of legacy RTEP charges billed by PJM is a reasonable 

10 compromise. This compromise looks forward to what FERC's position will ultimately be once 

11 the realignment with PJM is concluded and realignment charges start flowing consistent with 

12 PJM's transmission tariff. A commitment to not seek recovery of more than 50% ofthe legacy 

13 RTEP charges from Ohio retail customers with a probability of one is, in Staffs opinion, a much 

14 better outcome than simply hoping for FERC to ultimately order FirstEnergy to absorb 100% of 

15 the legacy RTEP charges. The latter, likely, holds an infinitesimal probability. 

16 FRR RECORD UPDATE 

17 20. Q. Since tiie signing ofthe Stipulation, have the FRR results for tiie 2011/2012 

18 and 2012/2013 delivery years been released to the public? 

19 A. . Yes, they have. On March 26,2010, the PJM Independent Market Monitor 

20 (IMM) completed his review ofthe FRR auction results, and accordingly, 

21 released the FRR results to the public after market closing. The capacity price for 

22 the 2011/2012 delivery year cleared at $108.89 per MW-day. The capacity price 



1 for the 2012/2013 delivery year cleared at $20.46 per MW-day. It should be 

2 noted that all ofthe capacity offers were mitigated by the IMM. 

3 21. Q. What is the estimated impact ofthe capacity clearing price during the 

4 2011/2012 delivery year in terms of $/MW-hour? 

5 A. The impact can be estimated by simply dividing the clearing price, $108.89 per 

6 MW-day, by 24 (24 hours in a day). The net resuh is $4.54 per MW-hour. In 

7 order to estimate an average capacity charge that would be billed with every MW-

8 hour of energy billed, we have to compensate for FirstEnergy's load factor. For 

9 purposes of this testimony, I have assumed a load factor of 0.60. Compensating 

10 for the load factor simply implies dividing the $4.54 per MW-hour charge by 

11 0.60. Completing the arithmetic will result in an estimated average capacity 

12 charge of $7.56 per MW-hour. 

13 22. Q. What is the estimated impact ofthe capacity clearing price during the 

14 2012/2013 delivery year in terms of $/MW-hour? 

15 A. The impact of a $20.46 per MW-day capacity clearing price can be similarly 

16 calculated using the arithmetic described above. This will result in an estimated 

17 average capacity charge of $ 1.42 per MW-hour. 

18 23. Q. Would you have any staff recommendations to the capacity charges 

19 described above? 

20 A. Staff has no recommendation to address these capacity charges. The Commission 

21 will have to review the two average capacity charges estimated above in the 

22 context ofthe entire Stipulation. 



1 24. Q. Does this conclude your testimony? 

2 A. Yes, it does. 
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This is to certify that the foregoing Testimony of Hisham Choueiki has been 
served upon all ofthe parties of record in Case No. 10-388-EL-SSO by electronic mail 
and/or U.S. mail, postage pre-paid this 15th day of April, 2010. 

Thomas W. McNamee 
Assistant Attorney General 

Parties of Record: 

Industrial Energy Users (lEU) 
Samuel C. Randazzo 
Lisa G. McAlister 
Daniel J. Neilsen 
Joseph M. Clark 
McNees Wallace & Nurick LLC 
21 East State St., 17tii Floor 
Columbus, OH 43215 
sam@mwncmh.com 
lmcalister@mwncmh.com 
jclark@mwncmh.com 

Ohio Partners for Affordable Energy 
David C. Rinebolt 
Colleen L. Mooney 
231 West Lima Street 
PO Box 1793 
Columbus, OH 43215 
drinebolt@ohiopartners.org 
cmooney2@columbus.rr.com 

Ohio Environmental Council 
Barth E. Royer 
Nolan Moser 
Trent A Dougherty 
Bell & Royer, LPA 
33 South Grant Avenue 
Columbus, OH 43215 
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trent@theoec.org 

Ohio Energy Group (OEG) 
Michael L. Kurtz 
David F. Boehm 
Kurt J. Boehm 
Boehm, Kurtz & Lowry 
36 East Seventii Street, Suite 1510 
Cincinnati, OH 45202 
mkurtz@BKLlawfirm.com 
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