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BEFORE
THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Annual Alternative Energy
Status Report of Ohio Edison Company, The
Cleveland Electric llluminating Company and
The Toledo Edison Company

Case No. 11-2479-EL-ACP
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In the Matter of the Application of Ohio Edison
Company, The Cleveland Electric llluminating
Company and the Toledo Edison Company for a
Force Majeure Determination for Their In-State
Solar Resources Benchmark Pursuant to
4928.64(C)(4){a), Revised Code
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REPLY COMMENTS OF NUCOR STEEL MARION, INC.

Pursuant to the Attorney Examiner’s May 26, 2011 Entry in this proceeding, Nucor Steel
Marion, Inc. {“Nucor”) hereby submits these reply comments. In these comments, Nucor
responds to and supports the recommendations of the Staff® on issues related to alternative
energy resource costs recovered by Ohio Edison Company, the Cleveland Electric llluminating
Company and the Toledo Edison Company (collectively “FirstEnergy”) through Rider AER, and
the application of the 3% cost cap set forth in Section 4928.64(C)(3) of the Revised Code.

On April 15, 2011, FirstEnergy filed its Annual Alternative Energy Status Report (“Status
Report”) for 2010. In comments submitted on May 18, 2011,7 Nucor observed that the Status

Report provides no detail on the renewable energy credit {“REC”) and solar renewable energy

! Case No. 11-2479-EL-ACP, Initial Comments Submitted on Behalf of the Staff of the Public Utilities Commission of
Chio (tune 27, 2011} ("Staff Camments”},

? Case No. 11-2479-EL-ACP, Comments on Nucor Steel Marion, Inc, on FirstEnergy Annual Alternative Energy Status
Report (May 16, 2011) {“Nucor Comments”).



credit (“SREC”) costs that FirstEnergy recovered in 2010, or explanation for how the REC and
SREC costs are converted into rates under Rider AER. Nucor also observed that it appears that
in 2010, FirstEnergy’s renewable energy costs recovered through Rider AER exceeded the 3%
cost cap set forth in Section 4928.64(C)(3) of the Revised Code, and that FirstEnergy’s
renewable energy costs will continue to exceed the cap in 2011. The Ohio Energy Group and
the OMA Energy Group also filed comments expressing similar concerns about the Rider AER
costs and the application of the 3% cap.?

On June 27, 2011, Staff filed its initial comments. Staff notes that the issues raised by
the parties concerning the 3% cap “are important questions that warrant further
investigation.”® Staff recommends that an external auditor be retained “in order to complete a
review of the Companies’ status relative to R.C. 4928.64(C){3), as well as the reasonableness of
all cost components contributing to the Companies’ aggregate compliance costs.”® Staff also
recommends that further examination of these issues should take place in FirstEnergy’s Rider
AER proceedings rather than in the instant proceeding, since these issues are distinct from the
question of the appropriateness of the force majeure determination that was the subject of
FirstEnergy’s Application.®

Nucor supports Staff's recommendation for a detailed review of FirstEnergy’s
compliance costs and FirstEnergy’s status relative to the 3% cap. We also do not oppose Staff's

recommendation for an external auditor, if Staff believes that this would be the most effective

% Case No. 11-2479-EL-ACP, Comments of the Ohio Energy Group {May 16, 2011); Case No. 11-2479-EL-ACP, Initial
Comments of the OMA Energy Group (June 3, 2011},

4 staff Comments at 10.
5id. at 11
8 /d. at 10.



approach. An investigation by an external auditor could be valuable for understanding
FirstEnergy’s alternative energy compliance costs and FirstEnergy’s interpretation of the cost
cap if such an investigation is conducted in a transparent and time-efficient manner. However,
even if an independent auditor is retained, parties still must have the opportunity to perform
their own reviews and evaluations of FirstEnergy’s compliance costs and the application of the
cap. Therefore, notwithstanding the investigation of the auditor {assuming the Commission
chooses to retain one as Staff recommends), we request clarification that parties would still be
able to conduct their own discovery and obtain information from FirstEnergy on the alternative
energy compliance costs and cost cap issues.

With regard to Staff's recommendation that further investigation of FirstEnergy’s
compliance costs and the application of the 3% cap should occur in FirstEnergy’s Rider AER
proceeding, we note that we did not raise these issues in the context of FirstEnergy’s force
majeure request, but rather in the context of FirstEnergy’s overall 2010 alternative energy
compliance report. Since the compliance report summarized and reviewed a year’s worth of
FirstEnergy’s alternative energy compliance efforts and costs, we thought this compliance
proceeding was an appropriate forum to raise the 3% cost cap issue.

Nevertheless, Nucor does not oppose Staff's recommendation to investigate the
compliance cost and cost cap issues in the Rider AER proceedings,” or some other proceeding
outside of this case. We just wish to reiterate that the cost cap issue is a matter of pressing

concern to Nucor and other industrial customers — as demonstrated in our initial comments,

7 By referring to the Rider AER proceedings, we assume Staff means the quarterly Rider AER update filings that
FirstEnergy has been making in Case Nos. 08-0935-EL-S50, 09-0021-EL-ATA, 09-0022-EL-AEM, 09-0023-EL-AAM,
and 89-6006-EL-TRF. If the quarterly update filings are not what Staff intended, we request clarification of the
proceedings in which Staff recommends the investigation take place.



each month Ohio Edison’s Rider AER is imposing significant costs on customers, especially
customers with high kwh usage® If it is determined that FirstEnergy’s alternative energy
compliance costs are, in fact, in excess of the 3% cost cap, it is imperative that the cap be
applied and the Rider AER charge be reduced as soon as possible. Therefore, regardiess of
whether the investigation takes place in this proceeding or is moved to another proceeding as
Staff recommends, the investigation should begin immediately {i.e., discovery should be
allowed to begin immediately and the independent auditor should be selected as soon as

possible, assuming the Commission adopts Staff's recommendation for an auditor).
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