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AEP Ohijo Understates the Proposed ESP Price

{Jan 2012 — May 2014)

[Contains RESTRICTED ACCESS CONFIDENTIAL [nformation]

. Corrections
Corrected Proposed ESP Price (S/MWH) Tow High
AEP Ohio Proposed ESP Price_a/ 59.82 59.82
Less:
2011 Full Fuel 32.86 32.86
2011 Enviranmental Compliance Costs 4.90 g.90
Market Comparable Base "g" Price 26.06 26.06
Plus: {Jan 2012- May 2014)
Full Fuel b/
Pool Termination or Madification _c/
Environmental Investment (EICCR) _d/
Facilites Closure Cast Recavery Rider (FCCR) _e/
Carbon Capture and Sequestration Rider (CCSR) _f/
Generation Resource Rider (GRR) _g/f
POLR Charge (POLR) h/ 284 2.84
NERC Compliance Cost Rider (NERCR) * *
Subtotal, Total Adjustments 43.83 47.43
Corrected Praposed ESP Price _i/ 69.89 73.49
Total Correction to Propased ESP Price 10.07 13.67

_a/ This price is used in Ms. Thomas® MRO price comparison shown in Exhibit LIT-2, Company witness
Roush claims at 10 of his Direct Testimony that the Proposed ESP Price is “comparable to market
generation prices;” however, this figurc includes 2011 fuel and environmental costs held constant and is
compared to estimated increasing market prices for the January 2012 through May 2014 delivery period.
_b/ Based on information contained in AEP Ohio Interrogatory Response, FES, Set |, Attachment 1,
RESTRICTED ACCESS CONFIDENTIAL.

_c/ Low case assumes financial impact of pool termination or modification does not occur during this ESP
period. High case assumes that the financial impact of pool termination or modification begins January 1,
2014.

_d/ Low case is based on AEP Ohio’s estimated environmental capital expenditures for 2012-2014. High
case is based on accelerated retrofit schedule to comply with proposed EPA regulations.

_e/ Based on recovery of estimated closure costs for potential retivement candidates identified by AEP
Ohio.

_1/ Based on Company’s estimate of FEED study costs. Assumes CCS plant costs are not recovered during
this ESP time period.

_g/ Based on the estimated cost of the proposed Turning Point Solar Project, but assumes that capacity
replacement costs {e.g., for “fully exposed” coal generation fleet) does not occur during the proposed ESP
period.

_h/ AEP Ohio’s estimate.

_i/ I have not included the impact of the Distribution Investment Rider in my analysis. To the extent that
this rider would result in additional costs beyond what AEP Ohio could recover under an MRQ, this would
further increase the costs of the proposed ESP.

* Not yet estimated.
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VIII.

COULD THE COSTS IMPOSED ON CUSTOMERS BE EVEN HIGHER THAN

WHAT YOU HAVE ESTIMATED?

Certainly. It is important to recognize that I did not attempt to estimate all the costs and
risks of the proposed generation-related riders. Furthermore, the economics associated
with future generation investments, future plant closure costs, lost pool revenues, market
revenues, and so forth are inherently uncertain, as [ will discuss further in the next section

of my testimony.

THE PROPOSED ESP, IN ADDITION TO BEING MORE EXPENSIVE FOR
CUSTOMERS, IS RISKIER FOR CUSTOMERS

MR. SCHNITZER, PLEASE EXPLAIN HOW AEP OHIO’S PROPOSED ESP

EXPOSES CUSTOMERS TO SIGNIFICANT RISKS.

AEP Ohio’s proposed ESP includes numerous riders that allocate significant risks to its
customers. These riders require AEP Ohio’s customers to pay for a wide variety of
uncertain variable costs and fixed capital generation investment costs in the future, which
would impact customer rates over the term of the proposed ESP and in many instances

beyond the ESP period.

WOULD EVERY POTENTIAL SSO SUPPLY PLAN EXPOSE CUSTOMERS TO
THE SAME LEVEL OF UNCERTAINTY, OR RISKS, ASSOCIATED WITH THE

COSTS OF THEIR SUPPLY?

No, the risks borne by customers can vary significantly between alternative SSO supply
plans. There are numerous inherent risks that make the cost of SSO supply uncertain.

They include generation plant costs and outages, fuel price uncertainty, regulatory
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uncertainty, unexpected weather patterns, changes in customer usage pafterns,
transmission line outages, locational basis differentials, unexpected economic growth
levels, unanticipated ancillary services costs, and customer migration, to name a few. No
procurement approach makes these risks disappear. SSO customers will still consume
more energy on a hot summer day, and less on a cool day. Congestion charges between
hub and load will vary based on generation patterns and grid characteristics. And

62 and

customers will still have the right to Jeave SSO setvice when it is cheaper to do so,’
to return when that is their preference (subject to whatever switching restrictions are in
place). In other words, the risks associated with SSO supply costs will exist regardless of

the SSO plan that is chosen. The choice of SSO plan, however, affects who will bear

these risks.

A key policy question for the Commission involves determining who is in the best
position to bear many of these risks: AEP Ohio’s retail customers, AEP Ohio’s

shareholders, or competitive suppliers of electricity.

HOW DO THE RISKS THAT CUSTOMERS WOULD BEAR UNDER AEP
OHIO'S PROPOSED ESP COMPARE WITH THE RISKS THAT CUSTOMERS
WOULD BEAR UNDER AN ALTERNATIVE §SO APPROACH IN WHICH SSO
SUPPLY IS PROCURED THROUGH COMPETITIVE SOLICITATIONS FOR

FIXED-PRICE FULL REQUIREMENTS SUPPLY PRODUCTS?

AEP Ohio’s proposed ESP clearly places the burden of significant potential costs and

risks onto retail customers, largely due to the many riders that pass through numerous

" Unless the $SO supply plan effectively forecloses this choice as AEP Ohio’s proposed ESP does — a topic
discussed later in my testimony.
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generation-related costs and risks, As a result, AEP Ohio’s proposed ESP would create a
great deal of cost uncertainty and potential rate instability for customers. In contrast, an
SSO approach involving competitive solicitations for fixed-price full requirements supply
products would provide greater price stability for customers, and would provide more

protection for customers against these risks.

PLEASE EXPLAIN HOW FIXED-PRICE FULL REQUIREMENTS PRODUCTS
PROVIDE PRICE STABILITY AND PROTECT CUSTOMERS FROM FUTURE

COSTS AND RISKS.

A fixed-price full requirements product obligates the seller of the product to satisfy a
specified percentage of alt of the §SO customers’ supply requirements in every hour of the
delivery period, regardless of the SSO customers’ changes in energy consumption, and
regardless of the extent to which customers switch to or from S80O service. The seller of
the fixed-price full requirements product is paid a predetermined price per megawatt-hour
for this service regardless of what future market prices or generation costs turn out to be.
The seller is responsible for assuming, managing, and covering the financial costs and
risks associated with electricity supply, while customers are provided the associated price
stability and protection against adverse market and/or generation cost outcomes. In sum,
sellers of fixed-price full requirements products must satisfy their obligation, regardless of
how much market prices or generation costs may increase during the delivery periad and
regardless of the SSO load level. Yet if market prices decrease after the supply contracts
are signed, then customers may elect service from a lower cost CRES supplier.

Effectively, the fixed-price full requirements product price acts as a cap on rates because
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the product price for SSO supply is guaranteed, but customers can switch to CRES

suppliers if they can find a better deal.

Furthermore, when fixed-price full requirements products are procured through
competitive solicitations, bidders compete on the basis of the lowest price to provide the
fixed-price full requirements product, and customers’ rates are based on the lowest bid

prices for the fixed-price full requirements products.

WHY DOES AEP OHIO'S PROPOSED ESP PROVIDE MUCH LESS
PROTECTION FOR CUSTOMERS THAN AN ALTERNATIVE IN WHICH SS80
SUPPLY IS PROCURED THROUGH COMPETITIVE SOLICITATIONS FOR

FIXED-PRICE FULL REQUIREMENTS SUPPLY?

Unlike a bidder in a competitive solicitation for fixed-price full requirements products,
AEP Ohio seeks to ensure recovery of its generation costs from customers in the event
that fuel costs increase, generation plants become uneconomic and are closed,
environmental retrofits are made, new generation is built, new unforeseen expenses are
incurred, and so forth and so on, Thus, AEP Ohio’s plan clearly places the burden on
customers to bear numerous unknown costs and potential risks that customers would not
bear if the SSO supply were procured using a fixed-price full requirements competitive

solicitation process.'®®

¥ For example, under AEP Ohio’s proposal, if AEP Ohio were to make an investment decision that later turned out
to be “unecconomic,” customers could be required to pay for it in the proposed riders. These costs could be
substantial and could last many years into the future, well beyond the term of the proposed ESP. Similarly, under
AEP Ohio’s proposed ESP, the utility is allowed to recover changes in fuel costs from its customers through the fuel
adjustment mechanism. A supplier of a fixed-price full requirements product in a competitive bid process would not
be allowed to pass through changes in fuel costs during the term of the delivery period.
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HOW DOES THE EXISTENCE OF AEP OHIO'S PROPOSED RIDERS AFFECT
THE COMPARISON OF THE EXPECTED PRICES SHOWN IN MS. THOMAS'
EXHIBIT LJT-2, EVEN AFTER MAKING THE CORRECTIONS THAT YOU

HAVE IDENTIFIED?

Simply put, it is extremely difficult to look at the Proposed ESP Price and the Competitive
Benchmark Price and obtain an “apples-to-apples” comparison, because the approaches
involve very different risk exposures for customers. Under AEP Ohio’s proposed ESP,
the all-in customer rates would be very uncertain, and as a result, could involve significant
additional costs, because AEP Ohio’s proposed ESP involves a significant allocation of
costs and risks to retail customers. In contrast, under the fixed-price competitive bid
process in which solicitations are held for parties to provide full requirements supply to
meet AEP Ohio’s SSO load requirements, most of these uncapped costs and risks would
be assumed by the full requirements suppliers, thereby protecting customers from these
risks. In effect, Ms. Thomas’ comparison is like comparing the price of an auto insurance
policy with little or no coverage against the price of another insurance policy with

significant coverage and protection for customers. These are very different products.

WHAT DO YOU CONCLUDE REGARDING THE RISKS THAT CUSTOMERS
WOULD BE FORCED TO BEAR UNDER AEFP OHIO'S PROPOSED ESP

DURING THE 29-MONTH TERM?

AEP Ohio’s proposed ESP exposes customers to costs and risks that are significant. The
tinancial stability benefits claimed by AEP Ohio are overstated. The proposed ESP, in

addition to being more expensive for customers, is also riskier for customers. In contrast,
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Q.

an SSO supply approach involving competitive solicitations for fixed-price full
requirements supply products would provide greater price stability and protection for
customers throughout the term of the supply coniract. Under such an approach, the

proposed generation-related riders also could be eliminated.

THE PROPOSED ESP WITH NON-BYPASSABLE CHARGES FOR
GENERATION-RELATED COSTS AND AN ABOVE-MARKET CAPACITY
PRICE TO CRES SUPPLIERS WOULD STYMIE RETAIL COMPETITION AND
DEPRIVE AEP OHIO’S CUSTOMERS OF A MEANINGFUL OPPORTUNITY
TO SHOP

MR. SCHNITZER, DOES OHIO LAW RECOGNIZE THE IMPORTANCE OF

THE DEVELOPMENT OF COMPETITIVE RETAIL ELECTRIC MARKETS?

Yes. While 1 am not an attorney, my understanding is that the development of
competitive retail electric markets is an explicit policy goal under the law. Specifically,
Ohio Revised Code, section 4928.02 states,

“It is the policy of this state to do the following throughout this state:
...(B) Ensure the availability of unbundled and comparable retail
electric service that provides consumers with the supplier, price, terms,
conditions, and quality options they elect to meet their respective need;
[and] (H) Ensure effective competition in the provision of retail electric
setvice by avoiding anticompetitive subsidies flowing from a
noncompetitive retail electric service to a competitive retail electric
service or to a product or service other than retail electric service, and
vice versa, including by prohibiting the recovery of any generation-
related costs through distribution or transmission rates;”

DO YOU BELIEVE AEP OHIO’S ESP PROPOSAL WILL SUPPORT A

COMPETITIVE RETAIL MARKET?
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No. There are two fundamental problems: a) AEP Ohio’s proposed non-bypassable
charges for generation-related costs, and b) AEP Ohio’s proposed capacity price for retail

suppliers.

EXPLAIN THE FIRST PROBLEM.

The many generation-related costs that AEP Ohio seeks to recover through non-
bypassable riders will harm the development of competitive retail markets. As a policy
matter, generation is a competitive service and generation-related costs should not be
recovered through non-bypassable rates that apply to both shopping and non-shopping
customers. Customers who shop should not have to pay twice for the same service. The
Commission should avoid imposing AEP Ohio’s generation-related costs on customers

who do not take generation service from AEP Ohio.

EXPLAIN THE SECOND PROBLEM.

The problem associated with the non-bypassable generation charges is further exacerbated
by the proposal to force CRES suppliers to pay AEP Ohio’s above-market capacity prices
with limited opportunities to avoid these costs. AEP Ohio is attempting to recover its
capacity costs from CRES providers who in turn must recover these costs from their
customers, making AEP Ohio’s capacity price similar to a non-bypassable charge. As a
result, AEP Ohio’s high capacity price proposal makes it very difficult for CRES
providers to compete with the Proposed ESP Price. Even though the Proposed ESP Price
is higher than the expected results of an MRO (as [ showed earlier in my testimony), the
combination of the proposed non-bypassable generation riders and the above-market

capacity price will result in a total bypassable charge (or “Price-To-Compare™ excluding
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capacity costs) that is significantly below market energy costs, making it very difficult for

customers to shop for price savings.

In effect, this forces competitive retail suppliers to obtain market energy and
ancillary services for less than AEP Ohio’s Price-to-Compare (excluding capacity costs to
CRES suppliers), in order to serve customers for less than the Proposed ESP Price. This is
extremely unlikely — not because competitive suppliers cannot compete, but because AEP
Ohio is “stacking the deck™ against competitive markets by proposing that competitive
retail suppliers pay high above-market capacity costs with no credit for market energy and

other sources of revenue that the Company could otherwise recover when customers shop.

The Proposed ESP Design Stymies Retail Competition

Proposed ESP Price is But the “Price-to-Compare” (Excluding
T Above Market the Proposed Capacity Price} is Well
Below Market, Making It Difficuit for
€9.89
<o | - Customers to Shop
SANE
54.28
10.42
3
-
v
Corrected Comected Above Market ESP Comected Non-Bypassable AEP Ohic Price-to-Campare Corrected Negative
Proprosed ESP Comipetitive Lot Proposed ESF Generatian Riters Propased Cagacity (excl, Capacity} Competitive Headroam
Price {Low}) Benchmark Price {Low] Priceto CRES Benchmark Price

Suppliers (exel. Capacity}
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ABOVE YOU SHOW HOW AEP OHIO IS “STACKING THE DECK” AGAINST
COMPETITIVE MARKETS USING YOUR CORRECTED FIGURES. CAN YOU

ALSO ILLUSTRATE THIS USING AEP OHIO’S NUMBERS?

Yes. If I simply take AEP Ohio’s Proposed ESP Price of $59.82 per MWH and then
subtract AEP Ohio’s proposed capacity price of $21.95 per MWH to CRES suppliers,'**
this results in a net cost of $37.87 per MWH. This figure effectively represents the non-
capacity costs (fuel, variable O&M, etc.) embedded in the Proposed ESP Price.
Meanwhile, Ms. Thomas estimates in Exhibit LJT-1 that the non-capacity market costs of
serving these customers is about $58.87 per MWH. Her own analysis suggests that CRES
suppliers can be expected to incur $58.87 per MWH in non-capacity market costs, but

customers can avoid only $37.87 per MWH in AEP Ohio charges when they shop.

In other words, if | assume the Company’s proposed capacity costs are included in
the Proposed ESP Price and in the competitive market cost-to-serve, it is extremely
unlikely that retail suppliers will be able to compete with the proposed ESP. In fact, Ms.
Thomas” estimate of simple swap energy prices exceeds the non-capacity costs implicitly
embedded in the Proposed ESP Price. This is before taking into account the other market
supply costs that Ms. Thomas identifies in Exhibit LIJT-1 (e.g., basis, load
following/shaping adjustment, ancillary services, alternative energy, losses, etc.). Clearly,
the playing field is not level. CRES suppliers are at a distinct disadvantage under the
proposed ESP design. Not because they cannot compete, but rather because AEP Ohio’s

proposed rules are such that competitive suppliers are not “allowed” to compete in an

4 This weighted average figure was calculated based on information contained in Exhibit LIT-1.
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economic sense. This is why the capacity price being proposed by AEP Ohio “stacks the

deck” against CRES suppliers.

DOES AEP OHIO’S PROJECTED CUSTOMER SHOPPING FIGURES SUPPORT
YOUR CONCLUSION THAT THE DEVELOPMENT OF RETAIL
COMPETITION WILL LIKELY REMAIN STALLED IN THE AEP OHIO

SERVICE TERRITORY DURING THE PROPOSED ESP PERIOD?

Yes. AEP Ohio witness Laura Thomas includes a forecast of retained and total load
during the ESP supply period, based on an assumed level of shopping. As can be seen in
the chart below, AEP Ohio’s forecasted switching rates are well below the switching rates
observed in Ohio’s other service territories. This demonstrates that AEP Ohio’s proposed
ESP will not meaningfully contribute to the development of retail competition in AEP

Ohio’s service territory and is therefore not consistent with State policy.
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Customer Switching at AEP Ohio is Well Below Other Ohio Utilities
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below 10% in AEP Ohio.
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Sources: Waorkpapersaf LThomas, PUCO Case Na. 11-346-EL-550, pp. 7-8.
PUCQ, Divisicn of Planning & Market Analysis, Electric Customer Choice Switch Rates, 7/24/2011.

10%
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0% - ml

Furthermore, Ms. Thomas’ figures show zero switching among residential
customers for the duration of the ESP delivery period in AEP Ohio’s service territory.
This is contrasted with residential switching rates of 65% in the FirstEnergy Ohio
Utilities’ service territories and 32% in Duke’s Ohio service territory.'® Ms. Thomas’®
figures also show zero switching among industrial customers for the duration of the ESP
delivery period in AEP Ohio’s service territory. This is contrasted with industrial

switching rates of 77% in the FirstEnergy Ohio Utilities® service territories, 95% in

'®5 PUCO, Division of Planning & Market Analysis, Electric Customer Choice Switch Rates, March 2011 Repart,
Accessed 7/14/2011.
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Duke’s Ohio service territory, and 82% in Dayton Power & Light’s service territory.'®

Clearly, AEP Ohio does not expect significant retail shopping to occur under its plan.

IF AEP OHIO’S PROPOSED ESP IS APPROVED BY THE COMMISSION,
WHAT DO YOU CONCLUDE ABOUT THE PROSPECTS FOR RETAIL

COMPETITION IN AEP OHI10O’S SERVICE AREA?

Retail competition will be severely limited and unfairly restricted, to the detriment of AEP
Ohio’s customers. The proposed ESP with non-bypassable charges for generation-related
costs and an above-market capacity price to CRES suppliers would stymie retail

competition and deprive AEP Ohio’s customers of a meaningful opportunity to shop.

THE STRUCTURE THAT AEP OHIO IS PROPOSING COULD RESULT IN
SERIOUS HARM TO CUSTOMERS AND PROVIDES AEP OHIO WITH AN
INCENTIVE TO INVEST IN COSTLY GENERATION INVESTMENTS EVEN
WHEN CHEAPER RESOURCE ALTERNATIVES EXIST IN THE MARKET

A. Non-Bypassable Generation Charges Coupled With the Ability of AEP Ohio to
Retain Off-System Sales Energy Margins Provides AEP Ohio with an Incentive

to Make Investments In Uneconomic Generation

PLEASE EXPLAIN WHY AEP OHIO’S PROPOSED ESP WILL CREATE AN

INCENTIVE FOR UNECONOMIC GENERATION INVESTMENTS?

Establishing non-bypassable riders without an appropriate comparison to more economic
market alternatives will create an incentive for uneconomic investments. Customers will
be responsible for paying for uneconomic investment and operating decisions made by

AEP Ohio. Furthermore, the integration of this approach with the current treatment of off-

1% pUCQ, Division of Planning & Market Analysis, Elcetric Customer Choice Switch Rates, March 2011 Report,
Accessed 7/14/2011.
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systemn sales results in an additional benefit to AEP Ohio shareholders and may exacerbate

this problem.

The electricity supply business is inherently risky, because the future is uncertain
with respect to those things that will determine the futare market price of electricity: load
growth, fuel prices, environmental costs, new technology, and so forth. AEP Ohio’s
proposal improperly allocates risk (including the risk associated with technological
choices, excess supply problems, and cost overruns) to consumers rather than to investors.
Not surprisingly, the regulatory process significantly underestimates these risks when
making long-term resource commitments because customers, and not investors, largely
bear these risks. In these risky electricity markets, unfavorable and unforeseen investment
outcomes are common. Unfortunately, in regulated markets, retail customers bear the
responsibility of paying for those mistakes, while in competitive markets investors are
responsible for the consequences of their decisions. Therefore, investors in competitive
markets are more likely to respond quickly to changing market conditions than a regulated

utility that can pass through its costs to retail customers.

EXPLAIN HOW AEP OHIO’S PROPOSED ESP EXACERBATES THE
INCENTIVE PROBLEM, GIVEN THE TREATMENT OF OFF-SYSTEM SALES

MARGINS IN THE STATE OF OHIO.

In Ohio, unlike many of the other jurisdictions in which AEP operates, AEP’s

shareholders are permitted to retain all of the margins from AEP Ohio’s off-system
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sales.'”” According to AEP Ohio’s forecast, these margins are expected to be significant,
totaling over $770 million pre-tax during the 2012-2014 period.

AEP Ohio Shareholders Retain Substantial

Margins From Off-System Energy Sales
(Contaings COMPETITIVELY-SENSITIVE CONFIDENT!AL Information)
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*2011: Ths infarmatlon is COMPETITIVELY -SENSITIVE CONFIDENTIAL and is from  AEF Chio's Iterrcgatery  Response, OCC, Set 1, RPD -24, Attachment 1.

The ability to sell excess energy and to allow shareholders to retain the margin
from these sales provides an incentive for AEP Ohio to favor high cost, capital-intensive,
low heat rate investments that enhance energy output even if lower cost supply options
may exist. This incentive is exacerbated by AEP Ohio’s proposed ESP because under the
ESP customers are responsible for paying the capital costs of such generation investments
through the proposed non-bypassable riders and above-market capacity price. In other

words, customers pay for the capital and fixed O&M costs while AEP’s shareholders

ST AEP 2010 10-K, at 21.
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retain the energy benetits of off-system sales. This provides an incentive for AEP Ohio to
“overbuild,” and can ultimately result in high costs and high rates for customers. As a
result, the structure that AEP Ohio is proposing provides AEP Ohio with an incentive to
invest in costly generation investments even when cheaper resource alternatives exist in

the market and could result in serious harm to customers.

PLEASE PROVIDE AN EXAMPLE OF HOW AEP OHIO’S PLAN
ASYMMETRICALLY ALLOCATES THE RISKS AND BENEFITS OF CAPITAL

INVESTMENTS BETWEEN CUSTOMERS AND INVESTORS.

Suppose AEP Ohio was deciding whether to a) retrofit an old existing coal unit to meet
new environmental requirements, b) retirc the coal plant and replace it with a new
generation resource, or ¢) retire the coal plant with no capacity replacement. The decision
can be conceptualized like this:

Overview of AEP Ohio Retrofit vs. Retire Decision

Allows
Shareholdersta
AEP Qhio Collects: Funded by RisksBorneby  Maintain/Increase

Ratepayers Investors 085S Margins)
EICCR to Fund
o Environmental Retrofits Ye s N ¢ Ye S
&P
FCCRRiderfor Y N
Retire/Retrofitdueto Retire Retirement Costs es o
i >
Environment Costs? Replace GRR to Fund New Yes No Yes*
Generation
B
é,@
FCCR Rider for
Retirement Costs Ye S N 0 N 0

* Especially if new generation is more expensive baseload ar intermediate capacity that produces more energy
thana peaking unit.
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In the first case, AEP Ohio’s customers would pay for the environmental
improvements via the proposed non-bypassable EICCR. At the same time, shareholders
would be able to retain the margin from sales of any excess energy as a result of keeping

the old coal unit in operation.

Under the second resource option, if AEP Ohio elected to retire the old coal unit,
its customers would pay for the closure costs through the proposed non-bypassable FCCR
rider. The capacity of the retired coal plant would be replaced by capacity from ecither an
existing or new generation unit, the costs of which AEP Ohio may recover through the
GRR. In any case, this second option could also result in excess energy for AEP Ohio to

sell off-system.

Lastly, under the third option AEP Ohio would close the plant and recover the
closure costs from its customers through the FCCR rider. Once the plant is retired, AEP
Ohio would no longer be able to retain any of the margin from sales of any excess energy

as a result of keeping the old coal unit in operation.

As can be seen, AEP Ohio has structured its proposed ESP to divorce risk from
benefit. Although its ratepayers will bear the majority of the risks and costs, AEP’s
shareholders will avoid most of the risk while retaining the benefits of capital investments,

especially those that enable AEP Ohio to maintain or increase off-system sales.

CAN YOU PROVIDE AN ILLUSTRATION OF HOW AEP OHIO’S PROPOSED
ESP MAY FAVOR UNNECESSARY, CAPITAL-INTENSIVE ENVIRONMENTAL

RETROFITS?
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Given options (a), (b), and (¢) above, AEP Ohio has a strong economic incentive to
choose capital-intensive options (a) or (b) in order to maintain or increase its off-system

sales margins.'®®

For example, consider an uncontrolled (e.g., no scrubber or mercury control) coal
plant that currently (prior to new EPA regulation) is economic to operate. That is, the
market value of energy and capacity revenues is greater than the “to-go” fuel and O&M
costs.'®  The benefit of continued operation of the plant would accrue to non-shopping
customers to the extent the output is used to serve AEP Ohio load and shareholders when

the output results in off-system sales energy margins.

After EPA regulations and environmental compliance costs are added, the “to-go”
costs with the retrofit could very well exceed the market value of the energy and capacity.
This would suggest a negative margin or economic loss indicating that continued
operation of the plant is uneconomic. Absent cost recovery via the non-bypassable

EICCR, AEP Ohio would likely elect to shut this plant down.

But, with the non-bypassable EICCR in place, AEP Ohio could recover the cost of
its retrofits from all shopping and non-shopping customers. In this case, customers pay
the EICCR while shareholders preserve the pre-existing margin from excess energy sales.
This results in an incentive to continue operation even though the overall economics

suggest that the plant should be retired.

'8 For illustrative purposes, it is assumed the replacement generation is actually needed. As 1 discuss separately, this
replacement capacily may not be needed to serve AEP Ohio customers given the size of the projected reserve
margins even if expected retirements occur.

'® These are fuel and Q&M costs nat already incurred.
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B. Uneconomic Investments Would Increase Costs for AEP Ohio’s Customers
HOW WOULD THE INCENTIVE FOR UNECONOMIC INVESTMENTS
AFFECT CUSTOMERS?

Given that AEP Ohio estimates spending up to $2.8 billion in environmental capital

expenditures through 2020'7

and could spend hundreds of millions of dollars on new
generation to replace old coal units,'”! this incentive to invest in uneconomic generation, if
unchecked by competitive market forces, could impose a significant burden on customers.
If AEP Ohio’s proposal to provide for ratepayer-funded generation investment is adopted,
it could expose AEP Ohio’s retail customers to considerable costs and risks for many
years into the future, and significantly harm the development of competitive markets in
Ohio and elsewhere, Large and potentially uneconomic investments in generation, once
made by AEP Ohio, would need to be recovered from its customers for many years into
the future (i.e., creating a new round of “stranded generation costs” that otherwise would
not be recoverable in competitive markets). Therefore, the Commission’s decision on
AEP Ohio’s proposed ESP has significant implications for costs to customers and the
financial impact of the decision in this case could extend decades into the future, well
beyond the proposed 29-month ESP period. Furthermore, these costs directly impact the
competitiveness of Ohio businesses, and the prospects for jobs in Ohio.'” While AEP

Ohio asks that it be allowed to ensure cost recovery of its investments in order to create

jobs, there is no guarantee that it will make the “right” investments in the “right”

1" AEP Ohio’s Interrogatory Response, FES, Set 10, INT-10-2,

'"' See my earlier discussion regarding the GRR.
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Dr. Lesser’s analysis shows that raising electricity costs for all Ohio consumers and foreclosing retail electric

competition will cause the loss of thousands of jobs in Ohio. See discussion, AEP Chio’s “ESP Will Destroy Ohio
Jobs, Not Create Them.”
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locations. In fact, AEP Ohio’s testimony implies that it will only be able to make new
environmental investments in AEP Ohio generating assets if it is ensured certain non-

bypassable cost recovery.'”

WHAT ARE THE BENEFITS OF A COMPETITIVE GENERATION MARKET

WITH RESPECT TO MAJOR CAPITAL INVESTMENT DECISIONS?

One of the most significant areas of potential savings from restructuring is more efficient
long-term investments (sometimes referred to as “dynamic efficiency”). Competitive
markets can provide significant improvements in resource planning and capital additions.
Price signals, rather than administrative determinations, guide economic retirements and
capacity improvements, economic new entry, and environmental compliance strategies.
This will encourage the right amount of generating capacity with the appropriate levels of
reliability, as well as the right mix of generating technologies in the right locations.
Competition makes investors, rather than consumers, responsible for investﬁ‘lent decisions
with no assured recovery of the investment. All of this works to the benefit of customers.
In a properly functioning competitive market, AEP Ohio’s proposed generation-related

riders are unnecessary.

'™ Direct Testimony of Joseph Hamrock on behalf of CSP and OPCo, at 23, lines 16-19.
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THE PROPOSED ESP WOULD HARM WHOLESALE COMPETITION AND
PROVIDE SUBSIDIES TO AEP OHIO’S GENERATION BUSINESS

HOW WILL THE PROPOSED ESP IMPACT WHOLESALE COMPETITION?

There are likely to be several effects. First, the incentive for uneconomic generation
investment can lead to a) uneconomic retirement decisions (7.e., continued operations of
an existing facility even when the “to-go” costs exceed the market value of the energy and
capacity), and b) uneconomic entry decisions (e.g., new generation investment that ¢cannot
be recovered by market revenues). Both of these effects will tend to discourage the
development of other more economic generation investments. Second, the non-
bypassable cost recovery mechanisms will provide AEP Ohio’s generation with an unfair
competitive advantage. As previously discussed, uneconomic generation investment
funded with non-bypassable cost recovery will increase costs to AEP Ohio’s customers.
Therefore, the proposed ESP would harm wholesale competition and provide subsidies to

AEP Ohio’s generation business.

ARE MOST OTHER GENERATORS IN PJM ASSURED COST RECOVERY OF
THEIR INVESTMENTS SIMILAR TO WHAT AEP OHIO IS PROPOSING IN

THIS CASE?

No. The vast majority of other generators in the rest of PIM face the risks associated with
their investment decisions without the safety net (at the expense of customers) that is
being requested by AEP Ohto in the proposed ESP. AEP Ohio’s plan would create an
unlevel playing field for merchant generators in the region and could discourage the

development of the lowest-cost generation investment. Unregulated merchant generators
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do not have the cost recovery assurances that AEP Ohio is seeking in this case. Their

shareholders, not retail customers, bear the brunt of their investment decisions.

DOES AEP OHIO HAVE EXPERIENCE WITH COST RECOVERY OF

INVESTMENTS IN DEREGULATED MARKETS?

Yes. The 2010 10-K for AEP, CSP and OPCo, discussing estimated air quality
environmental investments, states that, “We will seek recovery of expenditures for
pollution control technologies, replacement or additional generation and associated

operating costs from customers through our regulated rates.” But they then add that, “We

should be able to recover these expenditures through market prices in deregulated

jurisdictions.”!"™*

THE COMMISSION SHOULD REJECT AEP OHIO’S PROPOSED ESP, AND
INSTEAD ADOPT A MODIFIED ESP BASED ON PROCUREMENT OF SSO
SUPPLY THROUGH COMPETITIVE SOLICITATIONS OF FIXED-PRICE
FULL REQUIREMENTS PRODUCTS

HAS AEP OHIO SHOWN THAT ITS PROPOSED ESP IS SUPERIOR TO AN
APPROACH INVOLVING FIXED-PRICE FULL REQUIREMENTS SSO SUPPLY

PRODUCT SOLICITATIONS?

No, it has not. As described earlier in this testimony, AEP Ohio’s analysis contains
serious errors and is misleading. Correcting these errors, I show that a modified ESP that
relies on fixed-price full requirements solicitations could result in an SSO price that is

substantially less than the Proposed ESP Price, and at the same time, would not expose

'™ AEP, 2010 10-K, at 141; OPCo, 2010 10-K, at 141; CSP, 2010 10-K, at 124 (emphasis added).
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customers to the significant risks associated with the Company’s proposed riders during
the term of the proposed ESP. As | noted earlier, adopting a modified ESP based on
procurement of SSO supply through competitive solicitations of fixed-price full
requirements products can be expected to result in SSO customer savings of about $1.6 to

$2.0 billion over the proposed 29-month ESP period.'”

WHAT DO YOU RECOMMEND?

I recommend that the Commission reject AEP Ohio's proposed ESP and instead adopt a
modified ESP that is based on procurement of supply through competitive solicitations of

fixed-price full requirements products.

PLEASE BRIEFLY REITERATE THE MAJOR BENEFITS OF THE FIXED-
PRICE FULL REQUIREMENTS PRODUCT SOLICITATION APPROACH VIS-

LY

A-VIS AEP OHIO’S PROPOSED APPROACH.

In a procurement approach involving fixed-price full requirements solicitations, bidders
compete on the basis of the lowest price to satisfy all aspects of the default service
customers’ load requirements at a fixed $’MWH price, regardless of how the load varies,
and regardless of future market conditions or generation costs. In short, a fixed-price full
requirements approach would allow non-shopping customers who do not choose a

competitive retail supplier to obtain the benefits of wholesale competition.'”™ At the same

"% These figures were based on forward energy prices at the time of the Company’s filing. 1f I updated my analysis
to reflect the forward price levels as of July 18, 2011 (just prior to filing this testimony), the modified ESP would still
be expected to result in SSO customer savings of about $1.2 to $1.5 billion over the proposed 29-month ESP period.

17 §SO customers can get the benefits of wholesale competition, cven though they have not voluntarily chosen, ot
would not be able to choose (for reasons of poor credit, for example), a competitive retail supplier; as a result, this is
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time, it would eliminate AEP Ohio’s proposed riders that expose customers to significant
costs and risks. Rather, these risks would be borne by experienced electricity market

participants.

The use of a competitive process to procure a full-requirements product is
designed to induce competitive bidding among suppliers. The competitiveness of the
bidding process, coupled with the nature of the product that is being procured, will
produce an outcome where the suppliers who can best manage their supply costs over time
will be the winning bidders. The entities interested in these types of procurements
typically are adept at managing supply portfolios that meet the load requirements of these
types of customers. Those suppliers who are the best portfolio managers (in terms of
handling the associated supply risks) will likely place the lowest bids in the competitive
solicitation. Thus, the procurement process is intended to rely on the skills of the best

portfolio managers to achieve the best prices for customers.

IS THERE ANY BASIS FOR BELIEVING THAT A UTILITY HAS AN
ADVANTAGE, WITH RESPECT TO MAKING GOOD DECISIONS
REGARDING HOW TO MOST COST EFFECTIVELY SATISFY SSO SUPPLY
OBLIGATIONS, OVER THE FULL REQUIREMENTS SUPPLIERS WHO

WOULD COMPETE TO PROVIDE SSO SUPPLY AT THE LOWEST PRICE?

No. Rather than relying on AEP Ohio’s judgment regarding how to satisfy its SSO supply
obligations, participants in the full requirements solicitations would each make their own

judgments about how best to supply the fixed-price full requirements product from the

an effective way to get the benefifs of wholesale competition to custemers who do not or cannot choose a retail
supplier.
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wholesale markets. There are many choices for the would-be suppliers to make — for
example, whether to make short-term or long-term purchases, whether or not to hedge fuel
costs, whether to contract for the output of or buy an equity interest in generating assets.
The procurement process would involve a competition among participants, including any
competitive AEP Ohio affiliates, about who can best tap into the wholesale market on
behalf of SSO customers. Bidders® expectations regarding the costs of some of the
components of fixed-price full requirements supply may be similar because transparent
markets exist for some of the components (e.g., around-the-clock energy and capacity).
However, bidders’ assessments of other costs and risks (e.g., those associated with
customer migration, weather risk, transmission congestion, usage patterns, changes in
laws and regulations, etc.) associated with providing fixed-price full requirements supply
may be very different, their judgments regarding the best ways to manage these other
costs and risks may be very different, and some bidders may be able to manage these costs

and risks in a more cost-effective manner.

[f the Commission were to teject AEP Ohio’s proposed ESP and instead adopt an
ESP that is based on procurement of supply through competitive solicitations of fixed-
price full requirements products, customers would receive the benefits of two levels of
wholesale competition: the competition among generating resources in the underlying
wholesale market, and the competition among suppliers for how best to buy in that
wholesale market. This should provide substantial benefits to AEP Ohio’s customers, and
is a superior approach to having AEP Ohio customers subject to the decisions of a single
portfolio manager and assuming the risks associated with it. In addition, solicitations of

fixed-price full requirements products would better support retail competition than the

122



10

11

12

13

14

15

16

17

18

19

20

21

22

proposed ESP. This is due to the fact that SSO rates would be market-based and non-

bypassable generation charges could be eliminated.

ARE FIXED-PRICE FULL REQUIREMENTS SOLICITATIONS IN AN ESP

FRAMEWORK USED ELSEWHERE IN OHIO TO SUPPLY SSO SERVICE?

Yes. On August 25, 2010, the Commission approved a stipulated three-year ESP for
FirstEnergy's electric distribution utilities in Ohio in Case No. 10-388-EL-SS0O. Among
other things, the Commission-approved ESP establishes a competitive bid process by
which retail generation rates are established for the time period, June 1, 2011 through May
31, 2014. Unlike AEP Ohio’s ESP, under the FirstEnergy ESP, retail generation rates will
be determined through a competitive bid process for fixed-price full requirements supply
products for all of SSO supply. The competitive bid process is conducted by an
independent bid manager every October and January beginning in 2010 and ending in

2013.

ARE FIXED-PRICE FULL REQUIREMENTS SOLICITATIONS COMMON

ELSEWHERE TO SUPPLY SSO SERVICE?

Yes. Utilities across many states have procured full requirements products through open
solicitations, such as requests for proposals or auctions, in which bidders competing with
one another indicate the prices at which they are willing to provide full requirements SSO
supply. In fact, fixed-price full requirements product solicitations are by far the most
prevalent form of $SO procurement in other restructured jurisdictions, Numerous state
utility commissions in other jurisdictions recognize the public policy benefits associated

with fixed-price full requirements products, especially in jurisdictions with retail access,
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and the value that these products provide in protecting customers from various risks, many
of which are the risks to which AEP Ohio’s proposal would expose customers. Examples
of specific restructured states in which full requirements supply products are procured
include: Connecticut, Delaware, Maine, Maryland, Massachusetts, New Jersey, Ohio,

Pennsylvania, Rhode Island, and Washington D.C.

In sum, this approach is by far the most prevalent form of default service
procurement in other restructured jurisdictions, is an effective way to get the benefits of
wholesale competition to customets who do not choose a retail supplier, and reinforces,

rather than undermines, efficient wholesale competition.

IS AEP OHIO AWARE OF FIXED-PRICE FULL REQUIREMENTS

SOLICITATIONS IN OTHER STATES?

Yes. Ms. Thomas states on page 5 of her testimony that practices in Delaware, Maryland,
New Jerscy, Pennsylvania and Illinois were reviewed. In addition, she mentions

FirstEnergy’s competitive bid process for SSO service.

HOW MIGHT AN ESP THAT RELIES ON SOLICITATIONS FOR FIXED-PRICE

FULL REQUIREMENTS SUPPLY PRODUCTS BE IMPLEMENTED?

An ESP that relies on solicitations may look similar to the one that was approved by the
Commission for the FirstEnergy Ohio Utilities. AEP Ohio could use multiple laddered
solicitations to procure fixed-price full requirements slice of system products, so that the
SSO supply portfolio will provide customers with stable rates and the supply portfolio will
not need to turn over completely at any one point in time. [Furthermore, this SSO supply

approach will eliminate AP Ohio’s POLR charge, as well as the numerous non-
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bypassable generation-related riders included in AEP Ohio’s proposed ESP because
competitive fixed-price full requirements product suppliers would assume these costs and

risks throughout the duration of each contract.

IF __THE COMMISSION DOES NOT _ADOPT THE ABOVE
RECOMMENDATION, IT SHOULD, AS A MINIMUM, BEFORE ALLOWING
ANY RECOVERY THROUGH A COST-BASED RIDER., SUBJECT ANY
OTHERWISE ELIGIBLE SIGNIFICANT INVESTMENT IN GENERATION,
WHETHER NEW, RETROFIT, OR ENVIRONMENTAL CONTROL, TO AN
OPEN AND TRANSPARENT MARKET TEST AND REQUIRE OTHER
CHANGES TO THE PROPOSED ESP

IF THE COMMISSION DOES NOT ADOPT AN ESP BASED ON
PROCUREMENT OF SUPPLY THROUGH COMPETITIVE SOLICITATIONS,

WHAT WOULD YOU RECOMMEND?

The Commission should, as a minimum, require the following modifications to the
proposed ESP:

s Before allowing recovery through a cost-based rider, subject any otherwise eligible

significant investment in generation, whether new, retrofit, or environmentat

control, to an open and transparent market test;

» Ensure that AEP Ohio’s proposed capacity price applicable to CRES suppliers is
priced at market (RPM), or at least, no higher than 2 “maximum above-market”

rate; and,

¢ Eliminate all non-bypassable riders for future generation investment and operating

costs, or convert them to bypassable riders.
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MR. SCHNITZER, WHY IS AN OPEN AND TRANSPARENT MARKET TEST

FOR SIGNIFICANT INVESTMENTS IN GENERATION APPROPRIATE?

First, let me be clear that [ take no position as a matter of law as to whether AEP Ohio’s
proposed riders have satisfied all of the statutory criteria under either Revised Code
sections 4928.143(B)(2)(b) or 4928.143(B)(2)(c). My point is that any such investmenis
that AEP Ohio seeks to recover in cost-based riders should be subject to the test I describe
below. That said, AEP Ohio has proposed a number of cost-based riders related to
investment in generation, including the EICCR and the GRR. A basic regulatory principle
for cost-based rates such as these riders is that the opportunity for return on and of
investment in rates is limited to “prudently incurred” costs. Or, stated differently, only
prudently incurred costs are recoverable in cost-based rates. In the context of the riders
proposed by AEP Ohio, the most important element of the prudence determination is the
determination that the decision to undertake a particular investment — whether an
environmental retrofit or new generation construction - was prudent given the available

alternatives. I refer to this aspect of prudence as “decisional prudence.”

There are clearly alternatives for all of the investments which, under AEP Ohio’s
proposal, would be recovered on a cost basis through the EICCR or the GRR. For an
environmental retrofit investment, one alternative is clearly to retire the facility and to
purchase or build replacement capacity, and other alternatives include repowering and
retirement without replacement. For a new generation investment, available alternatives
include a power purchase agreement, procurement of a different type of capacity, and a
combination of short-term purchases and construction at a later date. Thus, before any of

these investment costs can be recovered in rates, the Commission must make a decisional
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prudence finding. It must find that the decision to undertake a particular investment, and

not one of the available alternatives, was prudent.

HOW SHOULD THE COMMISSION MAKF. THIS DECISIONAL PRUDENCE

DETERMINATION?

Under the circumstances present here, where the structure of the proposed riders
combined with the treatment of off-system sales creates an incentive for AEP Ohio to
undertake investments which will not benefit its customers, the assessment of decisional
prudence takes on particular importance. The best way for the Commission to ensure that
customers are being protected is to put each proposed investment to a market test, as
described further below. The “best evidence” that a proposed investment in new or
existing generation is prudent is that no market competitor will offer equivalent capacity

and energy for a lower price.

IS THIS MARKET TEST TO ESTABLISH DECISIONAL PRUDENCE
CONSISTENT WITH THE PROVISIONS OF SECTION 4928.143(B) OF THE

OHIO REVISED CODE?

Yes. Both Revised Code sections 4928.143(BY2)(b) and (B)(2)(c) refer to “resource
planning projections submitted by the electric distribution utility.” Resource planning
projections are much more than load forecasts - they involve a determination of the most
economic portfolio of resources to meet the distribution utility’s planning objectives,
including an assessment of alternatives to the proposed investments. As discussed above,
wholesale purchases of capacity and energy are clearly an alternative to all environmental

retrofit and new construction proposals, so an assessment of the wholesale purchase
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option is properly a part of any determination of decisional prudence associated with these
investments. So the only question, from a policy perspective, is how best to incorporate
the wholesale purchase option in this assessment? The Commission could hear
contrasting evidence of future wholesale market price forecasts, and expend enormous
time and energy in the process. But this is clearly not the best approach when the market
price can be directly observed through a solicitation of the type that I describe below.
This is the best way for the Commission to make its required decisional prudence finding.

To the extent it has the discretion to adopt this approach, it should do so.

PLEASE EXPLAIN WHAT YOU MEAN BY AN OPEN AND TRANSPARENT

MARKET TEST.

If AEP Ohio was planning to make a certain investment in generation, it should be
required to solicit competitive bids for an equivalent number of MW and/or MWH for a
specified period of time in order to determine whether its proposed investment is least
cost. The competitive bid should be for a similar product (in terms of energy output,
capacity, etc.) for a similar term, similar strike price, and location as the investment being
proposed by the utility. AEP Ohio then should compare the costs of its proposed utility
investment to the market alternative. 1 would include in this analysis all “to go™ or non-
sunk costs — both capital and O&M costs. In business, this is the classic “make” vs. “buy”
decision. Without testing the market in order to determine whether the “build” option is
cheaper than the “buy” option or vice versa, the Commission cannot make a decisional

prudence determination.
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ARE YOU SUGGESTING THAT THESE INVESTMENTS WOULD BE ONLY

CONSIDERED OVER THE 29-MONTH ESP TERM?

No, not at all. If AEP Ohio were considering an investment with an expected life of
fifteen years that would provide energy and capacity at a particular generation bus, the
market test | am suggesting would then be a non-discriminatory, “head-to-head”

comparison for a fifteen-year product with similar product attributes at the same location.

WHY IS AN OPEN AND TRANSPARENT MARKET TEST IMPORTANT?

A transparent market test is necessary to ensure that the least-cost resource options are
employed at the time of the investment decision, so that Ohio residential and business
customers are not burdened with high-cost (i.e., above market) generation for many years
into the future. This will help avoid situations in which customers must incur stranded

costs associated with future investments or long-term contracts.

HAS AEP OHIO DEMONSTRATED THAT THERE IS A NEED FOR
ADDITIONAL GENERATION RESOURCES TO SERVE AEP OHIO

CUSTOMERS?

No, as I discussed earlier, AEP Ohio has significant reserve margins and does not need

new generation dedicated to serve its AEP Ohio load.
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HAS AEP OHIO DEMONSTRATED THAT GENERATION INVESTMENTS

MADE BY THE COMPANY ARE THE LOWEST COST ALTERNATIVE?

No, it has not. And as discussed above, the Company should be required to conduct a
competitive market test to demonstrate that these generation investments are the lowest

cost alternative.

IN THIS PROCEEDING, HAS AEP OHIO PROVIDED EVIDENCE THAT THE
PROPOSED TURNING POINT SOLAR PROJECT 1S THE LOWEST COST
ALTERNATIVE?

No. According to AEP Ohio, the Turning Point solar project (49.9MW) is expected to be

177 Rather than assume that the Solar Point

the first project to be included in the GRR.
Turning Project is economic, I believe the Commission should require AEP Ohio to
design a competitive bid process for a similar product (in terms of energy and capacity)

for a similar term and location. This would allow AEP Ohio to select the least-cost option

for the benefit of its customers.

WHAT DO YOU CONCLUDE ABOUT THE IMPORTANCE OF A MARKET

TEST?

Under AEP Ohio’s proposed ESP, the Company proposes numerous riders to recover the
costs of generation-related investment and environmental compliance. These investment
decisions are not subject to competitive market forces. AEP Ohio’s ESP relies on non-

bypassable riders to mitigate sharcholder risks. A market test is needed to protect

7 Direct Testimony of David Roush on behalf of CSP and OPCo, at 11, lines 7-9.
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customers. A market test will ensure that AEP Ohio determines whether cheaper market

alternatives exist before undertaking a major capital generation investment project.

TURNING TO YOUR OTHER SUGGESTED MODIFICATIONS TO THE ESP,
WHY SHOULD THE COMMISSION ENSURE THAT THE CAPACITY PRICE IS
PRICED AT MARKET (RPM), OR AT LEAST, NO HIGHER THAN A
“MAXIMUM ABOVE-MARKET” RATE, AND ELIMINATE ALL NON-
BYPASSABLE RIDERS FOR FUTURE GENERATION INVESTMENT AND

OPERATING COSTS OR CONVERT THEM TO BYPASSABLE RIDERS?

As | have discussed in detail above, the capacity price proposed by AEP Ohio far exceeds
market prices and any reasonable “maximum above-market” capacity rate. Approving its
proposed capacity price will stymie retail competition. I have also discussed in detail how
the proposed non-bypassable generation charges will undermine both wholeszale and retail

competition.

The modifications 1 recommend are necessary to ensure fair and efficient
competition at both the wholesale and retail levels. As a matter of public policy,
generation-related charges should be bypassable, allowing customers to avoid these
charges in the event that AEP Ohio’s investment and operating decisions result in high
costs for their customers relative to competitive alternatives. Likewise, AEP QOhio
generation should not be given special treatment in terms of cost recovery that provides it

with a competitive advantage relative to other generators in the market.
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X1V. SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS

Q. PLEASE SUMMARIZE YOUR MAJOR CONCLUSIONS.

A. First, I conclude that the price of AEP Ohio’s Proposed ESP is not more favorable than
the expected price under an MRO, and AEP Ohio has not established that any other terms
it proposes overcome that deficit to make the ESP more favorable in the aggregate than
the expected results of an MRO. There are a number of reasons why AEP Ohio’s
proposed ESP price is not more favorable than the expected price under an MRO:

1. The Proposed ESP is more expensive for customers. There are numerous errors in
AEP Ohio’s calculations — errors that overstate the MRO price and errors and

omissions that understate the Proposed ESP Price.

» When these errors are corrected, AEP Ohio’s Proposed ESP Price is about
$7 to $9 per MWH higher than the alternative MRO price. Over its
proposed term, AEP Ohio’s ESP would cost its SSO customers $700

million to $1.0 billion more than an MRO.,

% In addition, the proposed ESP can be expected to result in a significant rate
increase over current rates — an average total rate increase of 18% to 23%,
even if transmission and distribution rates are held constant at 2011 levels
throughout the ESP period. This rate increase will result in approximately
$1.6 to $2.0 billion in additional costs to customers as compared to current

rates.

2. In addition to being more expensive, the proposed ESP is riskier for customers.

The proposed ESP contains numerous riders that allow rates to be adjusted upward

132



and the proposed ESP, therefore, does not provide the fixed price protection for

customers that AEP Ohio claims.'”

3. Thus, Mr. Hamrock’s conclusion that “AEP Ohio’s 2012-2014 ESP best serves the
public interest by offering a price that is more favorable in the aggregate than the
expected results under an MRO” is simply incorrect.'”” AEP Ohio’s Proposed
ESP Price is significantly higher than the expected price under an MRO — by $700
million to $1.0 billion over the term of the proposed ESP period. AEP Ohio has
not quantified any significant benefits associated with the other elements of its

plan, and has certainly not provided any evidence to suggest that any such benefits
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could overcome a $700 million to $1.0 billion pricing deficit.

Second, I conclude that the proposed ESP would also harm customers and

undermine public policy in other ways.

The proposed ESP would stymie retail competition in the AEP Ohio service area.
Retail suppliers would be unable to compete with AEP Ohio’s SSO offering — not
because of any shortcoming on the suppliers’ part, but because the deck would be
“stacked” against them. AEP Ohio would be allowed to impose a litany of non-
bypassable riders for the recovery of generation costs. These riders would be

collected from all shopping and non-shopping customers regardless of their

' There is a fundamental *night and day” difference between the “fixed price generation service” that AEP Ohio

alleges it is offering in its proposed ESP and that provided by a fixed-price full requirements bidder in a competitive
solicitation process. AEP Ohio’s “fixed price generation service” is far from fixed. AEP Ohio can adjust its rates for
changes in fuel costs, changes in environmental costs, changes in capital costs, changes in retirement costs, and a
variety of other costs that could be recovered in the numerous riders that it proposes. On the other hand, a fixed-price
full requirements bidder in a competitive bid process must manage a panoply of risks in order 1o honor its
commitment to supply an unknown, fluctuating quantity of power at a fixed price. The fixed price is fixed
throughout the term of the contract. This is not at all what AEP Ohio is proposing in this ESP.

' Direct Testimony of foseph Hamrock on Behalf of CSP and OPCo, at 26, lines 22-23,
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supplier. Thus, when an SSO customer switches to an alternative retail supplier,
that customer would pay its new supplier’s generation costs and would also still
need to pay a portion of AEP Ohio’s generation costs. Thus, customers would be
forced to pay twice for these costs if they shop. Furthermore, the capacity price
which AEP Ohio proposes to charge CRES suppliers and is included in the MRO
test is far too high, In its approach to calculating this proposed capacity price,
AEP Ohio failed to account for the revenue that the Company’s generation would
derive from market energy and other sources of revenue available to the Company
(i.e., costs that AEP Ohio could otherwise recover when a customer shops). These
revenues should be an offset to the capacity price. The result of AEP Ohio’s
failure to credit these revenues is that the proposed capacity price would
significantly overcompensate AEP Ohio. [n fact, AEP Ohio’s proposed capacity
price is over nine times greater than the market clearing price for capacity in
PIM’s RPM during the proposed ESP period. The combination of the proposed
non-bypassable gencration charges imposed on all customers and the proposed
above-market capacity price for CRES providers would deprive AEP Ohio’s
customers of any meaningful opportunity to shop and save money with other

suppliers, all but ending retail competition in AEP Ohio’s service area.

. AEP Ohio’s proposed ESP structure also could result in serious harm to customers

beyond the term of the ESP. The subsidies that the ESP proposal would grant to
AEP Ohijo, in the form of the non-bypassable cost recovery mechanisms, would
give the Company an incentive to make uneconomic investments in generation that

customers would be forced to bear for years. For example, the proposed ESP
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would require customers to pay for environmental and new capacity investments
that may not be economic, without the ability to avoid these above-market costs by
switching suppliers. At the same time, AEP Ohio would continue to retain off-
system sales energy margins. Taken together, these features of the proposed ESP
would provide AEP Ohio with an incentive to make costly generation investments
even when cheaper resource alternatives exist in the market. Such uneconomic
investments would increase costs for all of AEP Ohio’s distribution customers far

beyond the proposed 29-month ESP period.

3. The proposed ESP’s non-bypassable riders for the recovery of generation-related
costs would also harm wholesale competition by providing subsidies to AEP
Ohio’s generation business. In contrast, competitive generation suppliers are not
entitled to these types of ratepayer-backed cost recovery guarantees. These non-
bypassable charges would grant AEP Ohio a competitive advantage over other
generators because AEP Ohio could force its customers to bear the risks associated
with the uncertain and significant costs of AEP Ohio’s generating assets and
decisions, while competitive owners of generation must bear these risks

themselves.

PLEASE SUMMARIZE YOUR MAJOR RECOMMENDATIONS.

Given that AEP Ohio’s proposed ESP price is not more favorable than the expected price
under an MRO, and that the proposed ESP would also harm customers and undermine

public policy in other ways, 1 support the following recommendations:
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1.

The Commission should reject AEP Ohio’s proposed ESP and instead adopt a
modified ESP based on procurement of SSO supply through competitive
solicitations of fixed-price full requirements products. This type of ESP default
service procurement, which has been approved by the Commission for the
FirstEnergy Ohio Utilities, can be expected to result in $16 to $19 per MWH lower
prices than AEP Ohio’s Proposed ESP Price over the term of the ESP. The 18% to
23% rate increase that would result from AEP Ohio’s ESP proposal could be
avoided by adopting such a modified ESP based on procurement of SSO supply
through competitive solicitations of fixed-price full requirements products, and
SSO customers could save $1.6 to $2.0 billion over the 29-month ESP period
relative to the proposed ESP. This recommendation, if adopted, could completely
mitigate the proposed average total rate increase associated with AEP Ohio’s
proposal, and even result in a total rate decrease. Furthermore, this competitive
solicitation model is by far the most prevalent form of default service procurement
in other restructured jurisdictions, particularly for smaller customers, because it is

an effective way to provide customers with the benefits of wholesale competition,

Alternatively, if the Commission does not adopt this recommendation, it should, at
a minimum, require the following maodifications to the proposed ESP to mitigate

the harm that AEP Ohio’s plan would impose on customers:

» Before allowing recovery through a cost-based rider, subject any otherwise
eligible significant investment in generation, whether new, retrofit, or

environmental control, to an open and transparent market test;

136



» Ensure that AEP Ohio’s proposed capacity price applicable to CRES
suppliers is priced at market (RPM), or at least, no higher than a

“maximum above-market” rate; and,

» Eliminate all non-bypassable riders for future generation investment and
operating costs, or else convert them to bypassable riders that do not

impose costs on the customers of competitive suppliers.

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

A. Yes, it does, although I reserve the right to file rebuttal testimony.
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Exhibit MMS-1

Michael M. Schnitzer, Director

The NorthBridge Group
30 Monument Square
Concord, MA 017742

Michael Schnitzer is a Director of The NorthBridge Group. He has over 25 years of
experience in management consulting to clients in energy industries, with a primary focus on
the electricity industry. Working with utility and non-utility clients, he has developed
initiatives in strategy, marketing, pricing, regulatory relations, and generation investment.
He also has broad experience in the transition to competitive wholesale and retail electricity
markets and has developed and evaluated numerous electricity restructuring proposals.

Mr. Schnitzer has been an expert witness in a number of regulatory proceedings involving
electric industry resttucturing, utility supply planning, and environmental issues. He has
testified before the Federal Energy Regulatory Commission on issues relating to competitive
restructuring and wholesale market design, including Locational Marginal Pricing and
Financial Transmission Rights, Regional Transmission Organizations, standard market
design, resource adequacy, and transmission expansion pricing policy. On several occasions
he has been invited by FERC staff to participate as a panelist in technical conferences on
market design issues. Mr. Schnitzer has also testified before several state commissions and
departments on the subject of provision of default service to retail customers, including
evaluation of competitive procurement proposals.

He is a former adjunct research fellow at the Energy and Environmental Policy Center, John
F. Kennedy School of Government, Harvard University. Before joining NorthBridge, Mr.
Schnitzer was a Managing Director at Putnam, Hayes & Bartlett, Inc., where he co-directed
the {irm's regulated industry practice.

Mr. Schnitzer received an A.B. in chemistry, with honors, from Harvard University, and an
M.S. in management from the Sloan School, Massachusetts Institute of Technology.



Exhibit MMS-2

Corrections to Total Generation Service Price
(Jan. 2012- May 2014)

[Contains RESTRICTED ACCESS CONFIDENTIAL Information]

Corrected Total Generation Service Price (3/MWH) -
Low High
Total Generation Service Price 56.86 - 56.86
Less:
2011 Full Fuel 32.86 32.86
2011 Environmental Compliance Costs 0.90 0.90
2011 Base ESP "g" Rate 23.10 23.10
Plus: (Jan 2012- May 2014)

Fuel
Environmental Investment (EICCR)

POLR Charge 2.84 2.84
Subtotal, Total Adjustments 41.71 43,18
Corrected Total Generation Service Price 64.81 66.28

Total Corrections 7.95 9.42




Exhibit MMS-3

Responses to Interrogatories
From Exelon Corp. (EXC)

EXC 1-002

RPD 3-012 (& attachment)
RPD 3-014 (& attachment)



COLUMBUS SOUTHERN POWER COMPANY’S
AND OHIO POWER COMPANY’S RESPONSES TO
EXELON GENERATION COMPANY, LL.C’S
DISCOVERY REQUEST
CASE NOS. 11-346-EL-SSO AND 11-348-EL.-SSO
FIRST SET

INTERROGATORY
INT-1-002.  Please provide a detailed list of all the cxisting AEP East Power
Pool Companies generation plants that the AEP East Power Pool
Compantes plan to retire, mothball or temporarily lay-up, and/or
run on limited service and/or restricted operation (i.e., change the
output at which the plant is operated) through May 31, 2014

RESPONSE:

Please see the Companies’ response to part a of IEU INT-099 for the generating wvnits the
existing AEP East Power Pool Companies plan to retire by May 31, 2014, In addition,
the existing AEP East Power Pool Companies have identified the following units to run
on limited service (exiended start-up status) which could continue through May 31, 2014:

Ohio Power Company - Sporn Units 4 & 5; Muskingum River Unit 4

Columbus Southern Power Company - Picway Unit 5

Appalachian Power Company - Clinch River Unit 3; Glen Lyn Units 5 & 6; Sporn Unit 3
Indiana Michigan Power Company - Tanners Creek Units [ &2

In extended start-up mode, these units will remain off-line until needed to meet demand

Prepared By: Philip J. Nelson



COLUMBUS SOUTHERN POWER COMPANY’S
AND OHIO POWER COMPANY’S RESPONSES TO
EXELON GENERATION COMPANY, LLC’S
DISCOVERY REQUEST
CASE NOS. 11-346-EL-SSO AND 11-348-EL-SSO
THIRD SET

REQUEST FOR PRODUCTION OF DOCUMENTS

RPD-3-012. Please provide a copy of the confidential supplement to the AEP-
East 2010 Integrated Resource Plan containing any business
sensitive information excluded from the publicly-available AEP-
East 2010 Integrated Resource Plan.

RESPONSE
See COMPETITIVELY-SENSITIVE CONFIDENTIAL Exelon RPD 3-012 Attachment

1.

Piepared By: Philip J. Nelson



See COMPETITIVELY SENSITIVE CONFIDENTIAL attachment, RPD 3-012 Attachment |



COLUMBUS SOUTHERN POWER COMPANY’S
AND OHIO POWER COMPANY’S RESPONSES TO
EXELON GENERATION COMPANY, LLC’S
DISCOVERY REQUEST
CASE NOS. 11-346-EL-S80 AND 11-348-EL-SS0O
THIRD SET

REQUEST FOR PRODUCTION OF DOCUMENTS
RPD-3-014. Pleasc provide all documents that contain an analysis, study, memo
or report on the topic of Re-powering or Refro-fitting any
generation unit owned by Columbus Southern Power or Qhio
Power for the time period though the IRP planning term of 20207

RESPONSE
See COMPETITIVELY-SENSITIVE CONFIDENTIAL Exelon RPD 3-014

Attachements 1-6.

Prepared By: Philip J. Nelson



See COMPETITIVELY SENSITIVE CONFIDENTIAL attachment, RPD 3-014 Attachment 4



Responses to Interrogatories
From First Energy Solutions (FES)

FES 1-001 (& attachment)
FES 5-018

FES 6-008 (& attachment)
FES 6-009 (& attachment)
FES 10-002 (& attachments)
FES 10-003

FES 10-005 (& attachment)
FES 10-009 (& attachment)



COLUMBUS SOUTHERN POWER COMPANY’S
AND OHIO POWER COMPANY’S RESPONSES TO
FIRSTENERGY SOLUTIONS CORP.’S

DATA REQUEST
CASE NO. 11-346-EL-SSO AND 11-348-EL.-SSO
FIRST SET
INTERROGATORY
INT-001 What is Your estimate of the revenue that will be generated by each of the

following provisions of the ESP in each year of the term of the ESP:

a) The Fuel Adjustment Clause (“"EAC™Y,

b) The Provider of Last Resort (“POLR™) Rider;

c) The Environmental Investment Carrying Cost Rider (“EICCR”);

d) The Carbon Capture and Sequestration Rider (“CCSR™); and, ¢) The Peol
Termination and Modification Costs?

RESPONSE

a See COMPETITIVELY SENSITIVE CONFIDENTIAL Attachment 1

b The requested data can be calculated by data provided by Company witness Roush's work
papess.

c) See AEM-1 attached to the testimony of Company witacss Moore for 2012

d) See Company witness Nelson's testimony at page 21 for the annual revenue requirement
tor the FEED study

e) Pool Termination and Modification costs are not expected to occur during this ESP
period

Prepared By: Philip I. Nelson



See RESTRICTED ACCESS CONFIDENTIAL attachment, FES Attachment 1-001



COLUMBUS SOUTHERN POWER COMPANY’S
AND OHIO POWER COMPANY’S RESPONSE TO
FIRSTENERGY SOLUTIONS
DISCOVERY REQUEST
CASE NOS. 11-346-EL-S80 AND 11-348-EL-SSO
FIFTH SET

INTERROGATORY
INT-5-018.  In witness Nelson’s testimony at 30:18, he states that the Pool

Termination or Madification provision will be calculated by
compating “the lost AEP Pool capacity revenue to increases in net
revenue refated to new wholesale transaction or decreases in
generation asset costs that result from the FERC proceedings
related to the AEP Pool ™ Identify the mathematical calculation
which will be used by AEP to make this determination.

RESPONSE:
The Company has not developed any mathematical calculation.

Prepared By: Philip J Nelson



COLUMBUS SOUTHERN POWER COMPANY'S
AND OHIO POWER COMPANY’S RESPONSES TO
FIRSTENERGY SOLUTIONS CORPORATION’S
DISCOVERY REQUEST
CASE NOS. 11-346-EL-SSO AND 11-348-EL-SSO
SIXTH SET

INTERROGATORY
INT-6-8: Refeiring to QCC INT-096, please identify the monthly power
pool capacity revenues received {or expenses incurred) by Ohio
Power and CSP for each of 2009 and 2010, and the associated
MWs sold (or purchased) to AEP pool members

RESPONSE:

The Company objects to this request as seeking information that is neither relevant nor
reasonably calculated to lead to the discovery of admissible evidence Without waiving
the foregoing objection(s) or any general objection the Company may have, the Company
states as follows.

For January 2009 to February 2010, sec attachment FES 6-8 Atftachment 1.

For March 2010 to December 2010, see response to OEG-INT-3-003,

Prepared By: Philip J. Nelson



ACTUAL:

MEMBER

APCO
KPCO
&M
QPCO
CspP
TOTAL

MEMBER

APCO
KPCO
I1&M
OPCO
CSP

January 2009 PAGE (3)
CALCULATION OF MEMBER PRIMARY CAPACITY
SURPLUS/(DEFICIT) kW AND $ SETTLEMENT
MEMBER PRIMARY
PRIMARY MEMBER CAPACITY kw SURPLUS
CAPACITY kW LOAD RATIO RESERVATION (DEFICIT)
(APPENDIX II) (APPENDIX I) {8Ys. kW) * (2) CAPACITY kW
(1) (@) (3) (4)=(1)-(3)
6,287,000 0.33178 8,677,000 (2,390,000)
1,453,000 007094 1,855,300 (402,300)
5,122,000 0.18027 4,714 600 407 400
8,450,000 0.23074 6,034,600 2,415,400
4841000 0.18627 4,871,500 (30,500)
26,153,000 1.00000 26,153,000
MEMBER CAPACITY $ SETTLEMENT
SURPLUS CAPACITY CREDIT
{DEFICIT) RATE (CHARGE) **
CAPACITY kW $/kwW * $
(1) (2) (3)
(2,390,000) fahaiabaie + Fkedek (27,791,724)
(402 ,300) fahalaiaia + jaisialele (4,678,080)
407 400 10.54 + 3.45 5,699,526
2,415,400 8.43° + 2.8 27124942
(30,500) ok : wk (354,664)
11.6283

EQUALIZATION CAPACITY RATE:
{This is the average $/kW rate paid by deficit members.)

NOTES:

* The sum of the Member's Primary Capacity Investment Rate (Appendix IIT) and the Member's Capacity Fixed
Operating Rate {Appendix IV & V) applicable to Members having a Member Primary Capacity Surplus.

** Credits should be recoreded in Account 447, Sales for Resale.
Charges should be recorded in Account 555, Purchased Power.



(This is the average $/kW rate paid by deficit members.)

NOTES:

ACTUAL: February 2009 PAGE (3)
CALCULATION OF MEMBER PRIMARY CAPACITY
SURPLUS/(DEFICIT) kW AND $ SETTLEMENT
MEMBER PRIMARY
PRIMARY MEMBER CAPACITY kW SURPLUS
CAPACITY kW LOAD RATIO RESERVATION (DEFICIT)
MEMBER (APPENDIX II) {APPENDIX I) (SYS. kw) * (2) CAPACITY kW
(0 (2) (3) (4)=(1)-(3)
APCO 6,289,000 0.34458 9,023,800 (2,734 9500}
KPCO 1,453,000 0.06943 1,818,200 (365,200)
&M 5,155,000 0.17686 4,631,600 523,400
OPCO 8,450,000 0.22638 5,628,400 2,521,600
CSP 4,841,000 0.18275 4,785,900 55,100
TOTAL 26,188,000 1.00000 26,188,000
MEMBER CAPACITY $ SETTLEMENT
SURPLUS CAPACITY CREDIT
{DEFICIT) RATE (CHARGE) **
MEMBER CAPACITY kW $/kw * 5
() (2) (3}
APCO (2,734,900) jalalalale + fulalainiel (31944,237)
KPCO (365,200) jealaiel + itlalaiea (4,265,617)
I&M 523,400 10.54 + 3.26 7222920
OPCO 2521600 8.43 + 2,85 28,443,648
csp 55,100 B.78 + 1.08 543,286
EQUALIZATION CAPACITY RATE: 11,6802

* The sum of the Member’s Primary Capacity Investment Rate (Appendix ITT) and the Member's Capacity Fixed
Operating Rate (Appendix IV & V) applicable to Members having a Member Primary Capacity Surplus.

** credits should be recoreded in Account 447, Sales for Resale.
Charges should be recorded in Account 555, Purchased Power,



ACTUAL: March 2009 Revised PAGE (3)
CALCULATION OF MEMBER PRIMARY CAPACITY
SURPLUS/(DEFTICIT) kW AND $ SETTLEMENT
MEMBER PRIMARY
PRIMARY MEMBER CAPACITY kW SURPLUS
CAPACITY kW LOAD RATIO RESERVATION (DEFICIT)
MEMBER {APPENDIX II) {APPENDIX I) (8Y5. kW) * {(2) CAPACITY kW
n (2) (3) (4)=(1)-(3)
APCO 6,321,000 0.34458 9,034,200 (2,713,900)
KFCO 1,453,060 0.06943 1,820,400 {367,400)
I&M 5,165,000 0.17686 4 637,300 517,700
OPCO 8,450,000 0.22638 5,935,700 2,514,300
CSP 4,841,000 0.18275 4,791,700 49,300
TOTAL 26,220,000 1.00000 26,220,000
MEMBER CAPACITY $ SETTLEMENT
SURPLUS CAPACITY CREDIT
(DEFICIT) RATE (CHARGE) **
MEMBER CAPACITY kW $/kwW * $
€Y ) (3)
APCO (2,713,500) sk + il (33,067.727)
KPCO {367.400) lalalataial + folninialal (4,476,614)
&M 517,700 10.54 + 277 6,890,587
OPCO 2,514,300 8.43 + 355 30,121,314
CSP 49,300 8.78 + 2.02 532,440
EQUALIZATION CAPACITY RATE: 12.1846

(This is the average $/kW rate paid by deficit members.)

NOTES:
* The sum of the Member's Primary Capacity Investment Rate (Appendix III) and the Member's Capacity Fixed
Operating Rate {Appendix IV & V) applicable to Members having a Member Primary Capacity Surplus.

** Credits should be recoreded in Account 447, Sales for Resale.
Charges should be recorded in Account 555, Purchased Power.



ACTUAL:

MEMBER

APCO
KPCO
Tam
CPCO
CcsP
TOTAL

MEMBER

APCO
KPCO
I&Mm
OPCO
CSP

PAGE (3)
CALCULATION OF MEMBER PRIMARY CAPACITY
SURPLUS/(DEFICIT) kW AND $ SETTLEMENT
MEMBER PRIMARY
PRIMARY MEMBER CAPACITY kW SURPLUS
CAPACITY kW LOAD RATIO RESERVATION (DEFICIT)
(APPENDIX II) (APPENDIX I) (sYS. kW) * (2) CAPACITY kW
(1 (2) &) 4)=(1)-3)
6,321,000 0.34458 9,034,900 (2,713,900)
1,453,000 0.06943 1,820,400 (367,400)
5,155,000 0.17686 4,637,300 517,700
8,450,000 0.22638 5,935,700 2 514,300
4,841,000 0.18275 4.791,700 49,300
26,220,000 1.00000 26,220,000
MEMBER CAPACITY $ SETTLEMENT
SURPLUS CAPACITY CREDIT
(DEFICIT) RATE (CHARGE) **
CAPACITY kW $/kW * $
£Y) (2) (3)
(2,713,900) iedalahaial + il (33,085,328)
(367 .400) et + faleiaial (4,478,997)
517,700 1054 + 312 7071782
2 514,300 843 + 3.48 29,945,313
49,300 878 + 2.32 547,230
12,1911

EQUALIZATION CAPACITY RATE:
(This is the average $/kW rate paid by deficit members.)

MNOTES:

* The sum of the Member's Primary Capacity Investment Rate (Appendix IIT) and the Member's Capacity Fixed
(Operating Rate (Appendix IV & V) applicable to Members having a Member Primary Capacity Surpius.

** rpeadits should be recoreded in Account 447, Sales for Resale.
Charges should be recorded in Account 555, Purchased Power.



ACTUAL:

MEMBER

APCO
KPCO
Ié&m
OPCO
€SP
TOTAL

MEMBER

APCO
KPCO
Iam
OPCO
CSP

CALCULATION OF MEMBER PRIMARY CAPACITY
SURPLUS/(DEFICIT) kW AND $ SETTLEMENT

PAGE (3)

MEMBER PRIMARY
PRIMARY MEMBER CAPACITY kW SURPLUS
CAPACITY kW LOAD RATIO RESERVATION (DEFICIT)
(APPENDIX IT) (APPENDIX I) (SY5. kW) * (2) CAPACITY kW
(1 (2) (3) (4)=()-(3)
6,321,000 0.34458 9,034,900 (2,713,900)
1,453,000 0.06943 1,820,400 (367,400)
5,155,000 0.17686 4,637,300 517,700
8,450,000 0.22638 5,935,700 2 514,300
4 841,000 0.18275 4,791,700 49 300
26,220,000 1.00000 26,220,000
MEMBER CAPACITY $ SETTLEMENT
SURPLUS CAPACITY CREDIT
(DEFICIT) RATE (CHARGE) **
CAPACITY kW $/kW * $
(1 (2) (3)
(2'713'900) e o e e + AAKKK (34‘734‘275)
(367,400) edalaladel + Rk (4,702,227)
517,700 10.54 + 3.31 7,170,145
2,514,300 8.43 + 419 31,730,466
49,300 8.78 + 2.09 535,891
12.7987

EQUALIZATION CAPACITY RATE:
(This is the average $/kW rate paid by deficit members.)

NOTES:

* The sum of the Member's Primary Capacity Investment Rate (Appendix IIT) and the Member's Capacity Fixed
QOperating Rate (Appendix IV & V) applicable to Members having a Member Primary Capacity Surplus.

** Credits should be recoreded in Account 447, Sales for Resale.
Charges should be recorded in Account 555, Purchased Power.



ACTUAL:

MEMBER

APCO
KPCO
&M
OPCO
CSP
TOTAL

MEMBER

APCO
KPCO
IaM
OPCO
C5P

June 2009

PAGE (3)
CALCULATION OF MEMBER PRIMARY CAPACITY
SURPLUS/(DEFICIT) kW AND $ SETTLEMENT
MEMBER PRIMARY
PRIMARY MEMBER CAPACITY kW SURPLUS
CAPACITY kW LOAD RATIO RESERVATION (DEFICIT)
{APPENDIX II) (APPENDIX I) (SYS. kW) * (2) CAPACITY kW
(1) (2) (3) (4)=(1)-(3)
6,321,000 0.34458 9,034,900 (2,713,900)
1,453,000 0.06943 1,820,400 (367,400)
5,155,000 0.17686 4.637.300 517,700
8 450,000 0.22638 5,935,700 2,514,300
4.841,000 0.18275 4,791,700 49 300
26,220,000 1.00000 26,220,000
MEMBER CAPACITY $ SETTLEMENT
SURPLUS CAPACITY CREDIT
(DEFICIT) RATE (CHARGE) **
CAPACITY kW $/kw * $
(1) (2) (3)
(2,713,900) ko + Rilaldei (33,094,019)
(367,400) Rk + hhhdk (4,480,173)
517,700 1054 + 3.26 7.144 250
2,514,300 8.43 + 3.47 29,920,170
49 300 8.78 . 1.56 509,762
12.1943

EQUALIZATION CAPACITY RATE:
(This is the average $/kW rate paid by deficit members.)

NOTES:

* The sum of the Member's Primary Capacity Investment Rate (Appendix IIT) and the Member's Capacity Fixed
Operating Rate (Appendix IV & V) applicable to Members having a Member Primary Capacity Surplus.

** Credits should be recoreded in Account 447, Sales for Resale,
Charges should be recorded in Account 555, Purchased Power.



ACTUAL:

MEMBER

APCO
KPCO
I&Mm
OPCO
CSP
TOTAL

MEMBER

APCO
KPCO
LaM
OPCO
CSP

PAGE (3)
CALCULATION OF MEMBER PRIMARY CAPACITY
SURPLUS/(DEFICIT) kW _AND $ SETTLEMENT
MEMBER PRIMARY
PRIMARY MEMBER CAPACITY kW SURPLUS
CAPACITY kW LOAD RATIO RESERVATION (DEFICIT)
(APPENDIX II) {APPENDIX I) (8YS. kW) * (2) CAPACITY kW
(n (2) (3) (4y=(1)-(3)
6,321,000 0.34694 9,096,800 (2,775,800)
1,453,000 0.06990 1,832,800 (379.800)
5,155 000 0.17806 4 668,700 486,300
8,450,000 0.22124 5,800,900 2 649,100
4 841 000 0.18386 4 820,800 20,200
26,220,000 1.00000 26,220,000
MEMBER CAPACITY $ SETTLEMENT
SURPLUS CAPACITY CREDIT
(DEFICIT) (CHARGE) **
CAPACITY kW $
! (3}
(2,775,800) b KA IR (34,642,988)
(379,800) Hek ok kA (4,740,041)
486,300 10.54 3.28 6,720,666
2,649,100 8.43 3.82 32 451,475
20,200 8.78 1.66 210,888
12.4804

EQUALIZATION CAPACITY RATE:
(This is the average $/kW rate paid by deficit members.)

NOTES:

* The sum of the Member's Primary Capacity Investment Rate (Appendix IIT) and the Member's Capacity Fixed
Operating Rate (Appendix IV & V) applicable to Members having a Member Primary Capacity Surplus.

** Credits should be recoreded in Account 447, Sales for Resale.
Charges should be recorded in Account 555, Purchased Power.



ACTUAL: August 2009 PAGE (3)
CALCULATICON OF MEMBER PRIMARY CAPACITY
SURPLUS/(DEFICIT) kW AND $ SETTLEMENT
MEMBER PRIMARY
PRIMARY MEMBER CAPACITY kW SURPLUS
CAPACITY kW LOAD RATIO RESERVATION (DEFICIT)
MEMBER (APPENDIX II) (APPENDIX I) (5YS. kw) * (2) CAPACITY kW
(1 (2 (3) (4)=(1)- (3)
APCO 6,321,000 0.35049 9,189 800 (2.868,800)
KPCO 1,453,000 0.07062 1,851,700 (398,700)
Ta4M 5,155,000 0.17908 4,695,500 459,500
orco 8,450,600 0.21406 5,612,600 2,837 400
CsP 4,841,000 0.18575 4,870,400 {(29,400)
TOTAL 26,220,000 1.00000 26,220,000
MEMBER CAPACITY $ SETTLEMENT
SURPLUS CAPACITY CREDIT
(DEFICIT) RATE (CHARGE) **
MEMBER CAPACITY kW $/kw * $
v (2) (3)
APCO (2,868,800) jaakaials + RERR (35,386,102)
KPCO (398,700) khkk + Fedekkk (4,917,888)
T&M 459 500 10.54 + 3.43 6,419,215
OPCO 2,837,400 8.43 + 3.64 34,247 A18
csP {29,400} jsialaiald + jalalaialel (362,643)
EQUALTIZATION CAPACITY RATE: 12.3348

(This is the average $/kW rate paid by deficit members.)

NOTES:
* The sum of the Member's Primary Capacity Investment Rate {Appendix ITT) and the Member's Capacity Fixed
Operating Rate {Appendix IV & V) applicable to Members having a Member Primary Capacity Surplus.

** Credits should be recoreded in Account 447, Sales for Resale.
Charges should be recorded in Account 555, Purchased Power.,



ACTUAL: September 2009 PAGE (3)
CALCULATION OF MEMBER PRIMARY CAPACITY
SURPLUS/(DEFICIT) kW AND $ SETTLEMENT
MEMBER PRIMARY
PRIMARY MEMBER CAPACITY kW SURPLUS
CAPACITY kW LOAD RATIO RESERVATION (DEFICIT)
MEMBER {APPENDIX II) {APPENDIX I) (sYs. kW) * (2) CAPACITY kW
(1 (@) (3) (4)=(1)-(3)
APCO 6,321,000 0.35084 9,199,000 {2,878,000)
KPCO 1,453,000 0.07069 1,853,500 {400,500}
&M 5,155,000 0.17927 4,700,500 454 500
OPCO 8,450,000 0.21326 5,691,700 2,858,300
CsP 4,841,000 0.18594 4,875,300 {34,300)
TOTAL 26,220,000 1.00000 26,220,000
MEMBER CAPACITY $ SETTLEMENT
SURPLUS CAPACITY CREDIT
{DEFICIT) RATE (CHARGE) **
MEMBER CAPACITY kW $/kW * $
(1 (2) (3)
APCO (2,878,000) falaiaiall + fafalaluial {34,480,283)
KPCO (400,500) sl + Ak (4,798,246)
IaM 454 500 10.54 + 352 6,390,270
OPCO 2,858,300 8.43 + 322 33,299,195
c5P (34,300) okdedesk + falalalall (410,936)
EQUALIZATION CAFACITY RATE: 11.9806

(This is the average $/kW rate paid by deficit members.)

NOTES:
* The sum of the Member's Primary Capacity Investment Rate (Appendix III) and the Member's Capacity Fixed
Operating Rate (Appendix TV & V) applicable to Members having a Member Primary Capacity Surplus.

** Credits should be recoreded in Account 447, Sales for Resale.
Charges should be recorded in Account 555, Purchased Power.



ACTUAL: October 2009

CALCULATION OF MEMBER PRIMARY CAPACITY
SURPLUS/{DEFICIT) kW AND $ SETTLEMENT

PAGE (3)

EQUALIZATION CAPACITY RATE:

{This is the average $/kW rate paid by deficit members.)

NOTES:

MEMBER PRIMARY
PRIMARY MEMBER CAPACITY kW SURPLUS
CAPACITY kW LOAD RATIO RESERVATION (DEFICIT)
MEMBER {APPENDIX IT) {APPENDIX 1) {SYS. kW) * (2) CAPACITY kW
- 1) @) (3) (4)=(1)-(3)
APCO 6,321.000 0.35600 9,334,300 (3,013,300)
KPCO 1,453,000 0.07173 1,880,800 (427,800)
T&M 5,155,000 0.18120 4,769,400 385,600
OPCO 8,450,000 0.21001 5,506,500 2,943,500
csp 4 841,000 0.18038 4 729,000 112,000
TOTAL 26,220,000 1.00000 26,220,000
MEMBER CAPACITY $ SETTLEMENT
SURPLUS CAPACITY CREDIT
{DEFICIT) RATE (CHARGE) **
MEMBER CAPACITY kW $/kW * $
- ) B) 3)
APCO (3,013,300) Slaiakel + xhk (35,292,361)
KPCO (427,800) ek + folatuiaiel (5,010,477}
TAM 385,600 10.54 + 3.79 h,525,648
opPCO 2,943 500 843 + 2.95 33,497 030
CsP 112,000 8.78 + 2.65 1,280,160
117122

* The sum of the Member's Primary Capacity Investment Rate (Appendix IIT) and the Member's Capacity Fixed
Operating Rate (Appendix IV & V) applicable to Members having a Member Primary Capacity Surplus.

** Credits should be recoreded in Account 447, Sales for Resale.
Charges should be recorded in Account 555, Purchased Power.



ACTUAL: November 2009

CALCULATION OF MEMBER PRIMARY CAPACITY
SURPLUS/(DEFICIT) kW AND $ SETTLEMENT

PAGE (3)

(This is the average $/kW rate paid by deficit members.)

NOTES:

MEMBER PRIMARY
PRIMARY MEMBER CAPACITY kW SURPLUS
CAPACITY kW LOAD RATIO RESERVATION (DEFICIT)
MEMBER (APPENDIX IT) (APPENDIX I) (SYS. kW) * (2) CAPACITY kw
(1) (2) (3) (4)=(1)-(3)
APCO 6,321,000 0.35600 9,334,300 (3.013,300)
KPCO 1,453,000 0.07173 1,880,800 (427,800)
T&M 5,155,000 0.18190 4,769,400 385,600
OPCO 8,450,000 0.21001 5,506,500 2,943,500
€SP 4,841,000 0.18036 4,729,000 112,000
TOTAL 26,220,000 1.00000 26,220,000
MEMBER CAPACITY $ SETTLEMENT
SURPLUS CAPACITY CREDIT
(DEFICIT) (CHARGE) **
MEMBER CAPACITY kW $
€3] (3)
APCO (3,013,300) whwA® wkk (34,692,681)
KPCO (427,800) ook e KAKKF (4‘925‘341)
T&M 385,600 9.97 4 5,386,832
oPCO 2,943,500 8.37 2.85 33,026,070
c5P 112,000 8.76 2 1,205,120
EQUALIZATION CAPACITY RATE: 11,5132

* The sum of the Member's Primary Capacity Investment Rate {Appendix IIT} and the Member's Capacity Fixed
Operating Rate (Appendix IV & V) applicable to Members having a Member Primary Capacity Surplus.

** Credits should be recoreded in Account 447, Sales for Resale.

Charges should be recorded in Account 555, Purchased Power.



ACTUAL: December 2009

CALCULATION OF MEMBER PRIMARY CAPACITY
SURPLUS/(DEFICIT) kW AND $ SETTLEMENT

PAGE (3)

(This is the average $/kW rate paid by deficit members.)

NOTES:

MEMBER PRIMARY
PRIMARY MEMBER CAPACITY kW SURPLUS
CAPACITY kW LOAD RATIO RESERVATION (DEFICIT)
MEMBER (APPENDIX II) (APPENDIX I) (5YS. kW) * (2) CAPACITY kW
) @ 3) @=(0-3)
APCO 6,333,000 0.35600 9,347,100 (3,014,100)
KPCO 1 453,000 0.07173 1,883,400 (430,400)
T&M 5,163,000 0.18190 4,776,000 387,000
OPCO 8,458,000 0.21001 5,514,000 2,944,000
CSP 4,849,000 0.18036 4,735,500 113 500
TOTAL 26,256,000 1.00000 26,256,000
MEMBER CAPACITY $ SETTLEMENT
SURPLUS CAPACITY CREDLT
(DEFICIT) (CHARGE) **
MEMBER CAPACITY kW $
) (3}
APCO (3,014,100) ookl il (40,532 ,338)
KPCO (430,400) btk wkka® (5,787.837)
TaM 387,000 9.97 6.52 6,381,630
OPCO 2.944,000 8,37 474 38,595,840
CSP 113,500 8.76 3.07 1,342,705
EQUALIZATION CAPACITY RATE: 13.4476

* The sum of the Member's Primary Capacity Investment Rate {Appendix ITI) end the Member's Capacity Fixed
Operating Rate (Appendix IV & V) applicable o Members having a Member Primary Capacity Surplus.

** Credits should be recoreded in Account 447, Sales for Resale,

Charges should be recorded in Account 555, Purchased Power.



ACTUAL: January 2010

CALCULATION OF MEMBER PRIMARY CAPACITY
SURPLUS/(DEFICIT) kW AND $ SETTLEMENT

PAGE (3)

MEMBER PRIMARY
PRIMARY MEMBER CAPACITY kW SURPLUS
CAPACITY kW LOAD RATIO RESERVATION (DEFICIT)
MEMBER (APPENDIX II) (APPENDIX I) (SYS. kW) * (2) CAPACITY kW
ey (2 (3) (4)=(1)-(3)
APCO 6,353,000 0.35600 9,455,300 (3,102,300)
KPCO 1,453,000 0.07173 1,905,100 (452,100)
T&M 5,429,000 0.18190 4,831,300 597,700
OPCO 8,467,000 0.21001 5,577,900 2,889,100
€SP 4,858,000 0.18036 4,790,400 67,600
TOTAL 26,560,000 1.00000 26,560,000
MEMBER CAPACTITY % SETTLEMENT
SURPLUS CAPACITY CREDIT
(DEFICIT) RATE (CHARGE) **
MEMBER CAPACITY kW $/kW * $
() (2} (3)

APCO (3,102,300) Sk " soxke (40,966,960)
KPCO (452,100) Hkkak + *xxRK (5.970,139)
T&M 597,700 10,01 + 4.46 8,648,719
OPCO 2,889,100 10.67 . 2.33 37,558,300
csp 67,600 9.58 . 1,22 730,080
EQUALIZATION CAPACITY RATE: 13.2054

(This is the average $/kW rate paid by deficit members.)

NOTES:

* The sum of the Member's Primary Capacity Investment Rate (Appendix III) and the Member's Capacity Fixed
Operating Rate (Appendix IV & V) applicable to Members having a Member Primary Capacity Surplus.

** Credits should be recoreded in Account 447, Sales for Resale.
Charges should be recorded in Account 553, Purchased Power.



PAGE (3)

ACTUAL: February 2010
CALCULATION OF MEMBER PRIMARY CAPACITY
SURPLUS/(DEFICIT) kW AND $ SETTLEMENT
MEMBER PRIMARY
PRIMARY MEMBER CAPACITY kW SURPLUS
CAPACITY kW LOAD RATIO RESERVATION (DEFICIT)
MEMBER (APPENDIX II) (APPENDIX I) (8Ys. kW) * (2) CAPACITY kW
(1) (2) (3} #)=(1}-(3)
APCO 6,348,000 0.34793 9,250,700 (2,902 ,700)
KPCO 1,470,000 0.06944 1,846,300 (376,300)
I&M 5,430,000 0.18599 4,945,100 484,900
OPCO 8,483,000 0.21223 5,642,800 2,840,200
CSP 4,857,000 - 0.18441 4,903,100 (46,100)
TOTAL 26,588,000 1.00000 26,588,000
MEMBER CAPACITY $ SETTLEMENT
SURPLUS CAPACITY CREDIT
(DEFICIT) RATE {(CHARGE) **
MEMBER CAPACITY kW $/kwW * $
&) (2) (3
APCO (2,902,700) felaialole + Hkdwie (37,770,159)
KPCO (376,300) haladaid + ialddalel (4,896,445)
I&M 484 900 9.92 + 4.51 6,997 107
oPcoO 2,840,200 10.6 + 217 36,269,354
CSP (46,100) skl + elalehall (599,857)
EQUALIZATION CAPACITY RATE: 13.0121

(This is the average $/kW rate paid by deficit members.)

NOTES:
* The sum of the Member's Primary Capacity Investment Rate (Appendix I11) and the Member's Capacity Fixed
Operating Rate (Appendix IV & V) applicable o Members having a Member Primary Capacity Surplus.

** Credits should be recoreded in Account 447, Sales for Resale.
Charges should be recorded in Account 555, Purchased Power.



COLUMBUS SOUTHERN POWER COMPANY’S
AND OHIO POWER COMPANY'S RESPONSES TO
FIRSTENERGY SOLUTIONS CORPORATION’S
DISCOVERY REQUEST
CASE NOS. 11-346-EL-SSO AND 11-348-EL-S80
SIXTH SET

INTERROGATORY
INT-6-9. Referting to OCC INT-097, please identify the forecast of the
monthly power pool capacity revenues (or expenses) for Ohio
Power and CSP for each of 2012, 2013, and 2014, and the
associated MWs sold (o1 purchased) to AEP pool members.

RESPONSE:
See FES INT-6-009 Attachment 1

Prepared by: Philip T Nelson
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COLUMBUS SOUTHERN POWER COMPANY’S
AND OHIO POWER COMPANY’S RESPONSE TO

INTERROGATORY

INT-10-2.

KIRSTENERGY SOLUTIONS

DISCOVERY REQUEST

CASE NO. 11-346-EL-SSO AND 11-348-EL-S80

TENTH SET

In a press release issued June 9, 2011, AEP issued a “Plan for
Compliance With Proposed EPA Regulations,” which stated, in
part, that “The cost of AEP’s compliance plan could range fiom $6
billion to $8 billicn in capital investment through the end of the
decade.”

Please provide a detailed description of what portion of the
$6 billion in capital investment referenced above pertains to
Ohio Power Company and the Columbus Southern Power
Company.

Please provide a detailed description of what

portion of the $8 billion in capital investment referenced
above pertains to Ohio Power Company and the Columbus
Southetn Power Company .

Please provide the specific amount of capital investment
applicable to cach of Ohio Power Company and the
Columbus Southern Power Company, by yvear from 2011 to
2020 under the $6 billion capital investment scenario
referenced above.

Please provide the specific amount of capital investment
applcable to each of Ohio Power Company and the
Columnbus Southern Power Company, by year fom 2011 to
2020 under the $8 billion capital investment scenario
referenced above.

Please provide by generation plant, the plant name, the
expected timing, and the specific milestones relating to
each environmental investment under the $6 billion capital
investment scenario referenced above, for each of Qhio
Power Company and the Columbus Southemn Power
Company.



INT-10-2 (CONTINUED)

f Please provide by generation plant, the plant name, the
expected timing, and the specific milestones relating to any
environmental investment under the $8 billion capital
investment scenario referenced above, for each of Ohio
Power Company and the Calumbus Southern Power

Company.

RESPONSE

a. and b. The $6 billion to $8 billion range AEP provided in its Tune 9, 2011 press release
was based on setting bounds around a single base plan point estimate The point
estimates for Columbus Southern Power and Ohio Power Company are $671.8 million
and $1 89 billion, respectively (total of $2.56 billion for ALP Ohio Companies). The
lower bounds are approximately $550 million for Columbus Southern Power and $1.55
billion for Chio Power Company (total $2 1 biilion for AEP Ohio Companies), The
upper bounds are approximately $740 million for Columbus Southern Power and $2.06
billion for Ohio Power Company (total $2 8 billion for AEP Ohio Companies)

¢. Please see FES INT 10-2 Attachment 1 for capital investment by year from 2012
through 2020; capital for these projects was not forecasted for 2011

d. Please see FES INT 10-2 Attachment 2 for capital investment by year from 2012
through 2020; capital for these projects was not forccasted for 2011

e. Please see FES INT 10-2 CONFIDENTIAL Attachment 3
f Please see FES INT 10-2 CONFIDENTIAL Attachment 4

Please note that these estimates provided in parts a through f. were prepated based on the
best available information at the time without the benefit of detailed engineering. In
addition, high demand for labor and materials due to a constrained compliance timeframe
could 1esult in actual costs different than these estimates. Finally, the comliance plan
could change significantly depending on the final form of the proposed EPA regulations
and regnlatory approvals from state commissions.

Prepared By: Philip T. Nelson
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COLUMBUS SOUTHERN POWER COMPANY’S
AND OHIO POWER COMYPANY’S RESPONSE TO
FIRSTENERGY SOLUTIONS
DISCOVERY REQUEST
CASE NO. 11-346-E1-SS0 AND 11-348-EL-SSO
TENTH SET

INTERROGATORY .

INT-10-3.  In his direct testimony at p. 30, Mt Nelson states that “the
Company will compare the lost AEP Pool capacity revenue to
increases in net revenue telated to new wholesale transaction or
decreases in generation asset costs that result from the FERC
proceeding telated to the AEP Pool.” Does the Company propose
to credit any incremental energy sales revenue against the lost AEP
Pool capacity revenue as a result of pool termination or
madification for the purpose of calculating the proposed Pool
Termination or Modification Provision?

RESPONSE

Yes, if the pool termination or modification produces additional net sales revenue,
including encrgy sales nef revenue, that would not exist absent the termination or
modification, the Company plans to factor such additional net sales revenue into the
determination of whether the Company will avail itself of the Pool Termination or
Moedification Provision

Prepared By: Philip I. Nelson



COLUMBUS SOUTHERN POWER COMPANY’S
AND OHIO POWER COMPANY’S RESPONSE TO
FIRSTENERGY SOLUTIONS
DISCOVERY REQUEST
CASE NO. 11-346-EL-SSO AND 11-348-EL-SS0
TENTHSET

INTERROGATORY

INT-10-5.Referencing OCC INT-134 (4th Set), please provide th

a) As of 12/31/2010, and

b) As of each unit’s retirement date identified in Yom LIFR.

RESPONSE

a) See FES 10-05 Attachment 1. While the Company keeps unit data sepatately for
some specific plants or units, most of the property data for generating stations is by plant
and property data that is common to all units is by plants. The amounts for Muskingum
River Plant are for Units 1 to 4 which ate kept together in one location. The Company
has a separate location for Muskingum Unit 5 and Conesville Unit 3 in its property
records. The totals for units do not include some common plant such as asset retirement
obligations which are not maintained at separate locations

b) See a) above.

Prepared by: Thomas E Mitchell



} Jusuiaeny
g-0l 534

6L°215289'LZL S
96'292°902°Z$
97'086'2.$
€1'cEL'68
CEOLPCOr'TS
PZ'EEL0ELS
£9'¥S0'9L6'vZLS
1T'7L6'650'CS
CPYEETIVOLS
BL'€8S'8.2'0Z$
8/'008'G08'¥8$
9L L¥6'689'SH
00'959'L5%
00'29L°L¥Z$
3N[EA No0g 19N

LS'6£6'625 1813
¥Ler'olLes
7' 659'9%
66'0£5%
£/'629'061%
8T LI9'TLS
20'801°69¢2° 1819
ZERRL'OTr'SS
G£'989'65P 84
26625 428'988
69°809'6F6'80L %
64 '8P6'695°1L2$
00°0%
Q000%

.._mmn_ "wnJady

0£°L58°19Z'60%
oF'¥69'916'2%
0.6£9'6L%
ZL'r99'8%
90'or0Q'PR9 TS
IS FrEErLS
06°Z9L°5PE 9088
65°09€ '99F 8%
8.°0/5'806'8L%
L1°60L'90L°25%
IPBOr'5SLCELS
G6'688'BOT 128
00'959'/5%

00°29L' L+
1863 euibng

-1 N wnbBusnpy
-1 1 wnBupsnpy
#-1 N wnBusnpy
=1 N wnBupsnpy

t-L N wnBupshig
F-1 N wniussniy
=1 N wnbusnpy
1 N wnBupsngy
-1 N wnBupisny
7-1 N wnBusniy
F1 1 wnbBupsnpy
uoneao|

0102 ‘L€ 19qwadaq 1y
UNO22y JabBpa [eiauag AQ ‘GQE PUB LG SIUNODIY 82IAIAS U] JUE|d 213933
anjeA Yoog 19N pue ucneadag psienwnaay 9soq rewbup ‘v o} | spun Jueld buijersuas wnbuiysniy
Auedwog jamod olyo

00gig
00g1€
00cie
QoLLE

oosle
0osie
corle
cocle
CoLLE
ClLale
000LE
129y jueld

[ejolL puels
€321 1000901
LOoog0L
1000901
LOO090L
1000901
ielol L000k0L
1000101
1000101
L000L0L
L000LOL
1000L0L
1000101
L000LOL
PIY 19



Tenee L0z Jequieaa( U0 paseq asuadxa uoieroaldap AJUUOUI U} SSIROIPU) PUE 901 PUB LOL SIUMTIDE SBUIGWOn

06°2.8'90178 L5'6E5°645° 1818 0t°268°197°608%

LZ°G55'05% 9L IP0EEr'eS 6Z'000'9rS'8S -1 N wnBupsniy 008LE
ZLB0E'OPES vE' 201 067'3% 06'PET'316'8LS -1 N wnBunisniy oasLe
CLL0L'ELLS Z8'625'/26'98% L180L'90/ 258 ¥-1 N wnBupsnpy oorLe
£2CCL'0FF LS Zr'8Ez'ovL'60LS £5'GSY ALY 961L% -1 O wnBupishiy 0QZLE
L0'8/ 1L '988 20°095°28¢'1 T3 P PET'Ese 128 -1 1 WnBurxsmnpy ooLLE
00'0% 00'0% 00'959'25% 1 N wndunsnpy oLoLe
ao0% 00'0% 00°L8L'1¥28 -1 N wnbupsnyy 000Le

010Z 23Q 1e dx3 0L0Z 3505 [euIblQ UGREIT oy ued

ucneloaidag Ajyluopy  2aq tadsg winaay

010z ‘LE Jaquadag v
paulgLiod gQ| pue Q| SJUN0J2Y 2JIAIAG U] Jueld 213291
UNO23Y JUEld Ag ‘§ 0} | SHUN Jue|d Bunesouan wnBuysny
Auedwog Jamod o140

L JuBWyoeNY
-0l 534



"ZL0OZ '} SuUNr IB 2njeA ¥00q 13U palewiss Syl J0 UOHRNIjES SA00e 23U} Bunew
Ul pRIEISS Suam Jueld Al jan 51089 JO SJUSWSE] 10 SUOIIPRE ON "0LOZ /2quwisiad 18 uonensidap Ajyuow Jo Junowe ay} Buisn
uonenaidap AYIUoLL Jo SUIUOLL /|, JUNOWE 1B} O} SPPE pue (107 Jaquwads( 18 uonenaidap palenwnioe sy) $asn UONE[NIJed siy|

67 £6£'998°16$ L9'E9r'96E 1124 0£°258'19Z°605$

96 CIS TS 2% EE'987 ¢6C 9% 6200095 8% -1 N wnBusniy 0gole
ZE'T08'reES v$ 85 ZEF'EBE VIS 06'PEZ'BLE'BLE -1 N wnBupsniy 00s1e
86'€99'GZ8'L1$ €L'Srr'088'6eS LLB0L'S0L 2SS -1 N wnBunisnyy oorle
00'Zr8'918'29$ ES'CLG'ZZYEELS £6'6SY'BEr 96LS ) 1t wnBunsniy ooele
£ET'8POGEL'TS A AR A A IyPeET'Ese LTS -1 N wnBupisniy 0aLle
00°959°/5% 0008 00°'959'46% =1 N wnBupsniy 0L0lE
00°/9L°1¥2$ 000% 00 Z9L'L¥TS -1 0 wnbupisnyy 0001LE

anjen Z10z ‘L aunr adag 15035 [eUlbluQ UCEDC | 199V jueld

joogd 19N pajenys3 W32y pejewinsy

¥ pue Z sjun Joj 3417 8y} U] 31eq Juswaliiay pIEWNST 94l - ZL0T L |unp 1y
anjep joog jeN pue uonjeldaida( pajejnwnaoy 1son eulbiig pajewnsy
JUNOoI3Y JUBld AF ‘& 0] | SHUM JUeld Bunelsusn wnBupisniy
Auedwon Jamod o4O

} JuswyoenyY
-01 834



"1 0OZ ‘| SUNP 18 SNjEA Y00 18U PRBLINSS SU) J0 UQNEIND|ED aAage au) Bulyew
Ul PRIBLINSS S4am Jueld ANIN 211039 10 SJUSWSINSI 10 SUORIPPE ON "0L0T Jaqua3aq 12 uoneisaidap AYlow ja Junowe sy Buisn
uoneioaidep AJIUOW JO SYIUOW | JUNOWIR 1BY] 0] SPRE PUE 0107 Squess(] 18 uonensidsp paje|nwnade 3y} $8sn UDLE[NI[eD Syl

69'£22'00E LY Lrees'196'292% 0£°258°192°60¢8%

26 BB OP0 13 LE118°505 L% 62 000°9F5 8% -1 N wnBunsnpy oc02le
96'0£9'9LL'CE- 98'692'r69'72% O6VET'BLE'SLS -1 N wnbBusniy cosie
98'5€8'999'ELS STTIT'BROTRS LL'601'902' LS4 -1 N wnBuisniy oorle
80°0£4'¢GZ'8¢% S'5T2'G8) 8918 £5°G5F 687 9615 =1 N wnBunsniy cocle
66'G.E'228'LE 31'858'525 52 LY PETESE LTS =1 0 wnbupisniy CoLle
00'959'L5% 00°0% 00'g59'25% -1 N wnBusniy cLale
00291 L¥Es a0'0% 00°29L°LPCS -1 N wnbupisniy coaLe

aneA ¥10Z ‘i aunr adag 3500 [euiBlIg uopRedo 332y lueld

joog JaN pajEwWlS]  "WNJdY pajew;sy

£ pue | SjIun 104 Y417 9y} ) 3)BQ JUIWBISY PIJEWNST Ay} - PLOZ ‘) sunr Iy
anjeA ¥oog JaN pue uopersaldag pajeinwnddy 4500 [euiSHNG pajewnsy
WUNO029Y JUBLS Ag ‘b 03 | S3IUf] JuEeld Buijessuan wnbBupsnyy
Auedwon Jamod olygp

| JUBWIYIEBRY
§-0l 534



| JMBUYIERY
$-0L 534

‘¥10g Jaquianaq |un enjea ABlaug spiacid o} pR1oadxe BIe ¢ PUB g SHuN Jeary wnbupsniy pue 4417 8yl

ul sejep 3y} Jaye ABlaus Joj ajqeE|IBAR 89 ABW SHUN ay| X|w Goeded 1883 43v SuU} Wy peadlusl ag 0} pawnsse st Apeded syun syl
usym Jussaudas {411 sU) Ul soYep JUsWalal 3U1 '#L0OZ F1LE 18qUaaa( 18 aNjBA 4004 JaU PSIBASS SU) JO UORE[ND|eD aa0qe auf) Bupjew
Ul paleLuisa adam Jueld AN 21082 JO SUSWRIRRL 1O SUCRIPPE ON 0107 18quwsiaq je uoneinaidep Auuow jo Junowe ayy Buisn
uoneiga.dap ALIUoW JO SYIUGL 9 JUNOWE 1BY) 0} SPPE pUB (107 jaqWwais(] J& UohEIDaIdap PABNWInIde Sy} 98N UoeNd e Syl

65'8/1°2S5'9Z% L2'829'60.°2823 0£°£58°192°6023

G¥ 20t 989% re/69'658' /% B¢ 000 9r5 8% $-L N wnBuysniy 0ogle
00°'664'002'9%- 06'¢E0'6LL'STS 067’2160 -1 N wnBuysniy oosle
G6'826'0FY'TLS 91081'692'g¥$ LLB0L'90.L° 2SS ¥1 N wnBupsniy 00¥le
12e6LTLLBLS 97'799'99Z2'841% £G5S BEV' 9613 #=1 N wnBupjsnpy oozLe
ZE'6TLPEL LS S5r0L'66 1928 Le'yeT'ESe 1T -1 N wnBusnpy agLle
00'959°/5% 00°0% 00'959'L5% ¥ N wnBupisniy OLOLE
00'291°L¥TS 00°0% 0072911 ¥T3 ¥ N wnBubisnpy 000LE

anfeA ¥102 ‘L€ 23Q daq 150D [eUlBug uoneao 129V jueld

jood JeN pajewnsy  ‘Wnhddy pajellnsy

¥ puE T s)un 10} S3eq uMoOpINYg |euld syl - ¥LOZ ‘LS 18quiadaq iy
aneA yoog 18N PUE uonelaldag pajeInuNJay 1809 [eulbug pajewysy
Juncasy jueld Ag 'y 0} | shun Jueld Bunesausn wnbBupisny
Auedwon Jamod o4O



[ JUSWYIENY
-0l 534

SZ'TL6'890°L%
85°LL0'0Z%
657120028
99°006'8v0°LS
89822718
SrTLT'S0es
£Z°654'505" 1§
LE°GB0'0SL VS
E6'¥BO'0LES

88'91L0°'0L6'688
88°9rP've
88°9¥r 3
00°695'996'68%
ZE'SPe'L0Z' L%
85°095'€1L6'T$
L4°212'682'6$
BZ €ES'08E'ETS
L0TLO'PLL'ES

IN[EA H00d 19N

T ELRTGERT]

£1'996'920°2¥%
Ly21Ls'vee
FRLS'ves
99'68F P LO'LYS
00'FZF'S8E’' LS
00'€LL'8LTES
00228761013
99'86G'0E1L 928
00 L69'FBP €S
ﬂwOU _m:_m_._o

¢ ] JuBld Buneiausn afjIASauns

£ U JuBld Bungiauan spasouon

£ UM ueld Bunersusn sjpasaucn

£ U ueld Bunersusg ajjIasaua)

£ 3un WBlg Bupeiausg 9))1asau0n

£ UM UBl4 BunBIauss) ofnsoucy
IRy

oL0Z ‘1E $9qualaq 1y

tozLe

0021€
0osie
oorLe
0oZLe
O0kLE
129v el

junoaay 126pa [eisuso AqQ ‘901 pue L0l SIUNOIIY B3IALAS U] JUBld ILIIFT

Aueduwion Jamog WSYINOS SNGUWNI0D

anjea yoog }aN pue uonerdaidag paje|nwnIdy 150 [BUIBUE € MU Jueld Bunessuan ajjiasauc)

[ejo] puerg
Jel0L LO0O9O0L
100090
1e301 LOGOLOL
L000LOL
1000101
LO00LO!
L0000}
L000LOL
1995Y 1O




"[eN10. 0L0Z f2qwaaag uo paseq 85uadxa uonenaidap AJYIUoW Sy} Se1enipul pue 90 ) pUe LOL SIUNOJDE SaUWo)

76'215'262% 88°GL0'026'6E$ £1°886'8€0°LbS
SrI0v % AR WIAX ] 00¥Cr5eET LS € Jup ue[d Bugeleusn ajiasauos) 00gle
IR AL 85095'cLE'TS 00'€L2'81T'ES € Nur Je|d Bunessuag ofinssuay oosle
L16'6EL'T98 L0°217'682'68 00'L16'VBLOLE £ Nun Jue|d Bugessusg s[liaseuo) oorle
OLPEL'IELS LL'086'PEE'ETS £1211'651'82% g Nun Jueld Bugeisusg s|asauog oocie
LZ'028'2LS$ 0°TLo'rLL'eS QU L68'¥EYES £ WU Eeld Bupeisulg ajinsaun) 00LLE
DLOZ 29Q 18 dag "wnddy 1509 [eUIBLQ HOREI0T 199V el
dx3 uoneaidag
Alvauo

0L0Z ‘L€ 19qiwadaQq 1Y
pauiqwiog g0} PuE LOJL SIUNOIIY AAIAIAG Uf JUEld dMII3I3
JURO2Y Jueld Ag ‘¢ Bun ueld Bupedsuan a)|iasaucy
AuedwoD J1aMad UIaYINOS SNGUIN(OD

FUBWYIERY
5-01 534



'Z1L0Z ©L BuUnr 18 SN|eA 0O0q 12U PRIEWINSS S} JO LUORE|N|eD
aA0qe syl Buiew Ul PelewWnss alam jueid Aun 2u9s(o Jo SIUALISILSL J0 SUCIHIPRE O "0 107 JadWwadag je utienaidep Alyuou O Junowe
oy} Buisn LoneIvaldap AlUILOW 4O SYIUALU /| JUNOLUE 184} 0} SPPE PUE QLOZ 1aquieoag Je uoieiosidep pste|nunooe ay) $9sn LoRenaje siyL

19°08L°6L0'CS 7G'I1£9°656'YYS cL'886'2C0LYS

0 cod 163 I6 L/GEEL 15 00 Pev SBE 13 £ Iun 1ueld Bunerauagy 9||IAS8UOY QogLe
2 0z0'68% 8L TG.'621L'CS go'ellglz'es € U ueld Bunessuln S|pAsau0) oosLE
¥L6LL'BEYE 97 /1B.'GSE0LS 00°LL6'V6L°0LS £ Nu ue|d Bupereuas sjiasauc)d oorle
92/59'30F'L$ 18°657'0r.'928 €L 2LL'S51'928 £ JUN uB|d Buneisue) g|iasauc) cozLe
9c'LFF'06% ¥0'SSE ¥BE'CS 00 /89'r8P'CE £ 3un jueld Bujelauss afnsaua) 00LLE
anjep yoog Z1oZ ‘L sunp adag 150D [BUIBHD UORETG 9oy jueg

19N PAJEUNST  WNDDY PajRWnST

£ MU 405 147 5y} U] Sjed JUIWRAY pajewnss syl - ZLOZ b unfly
anjea Yooy 1aN pue uopeaida psIENWNIIY ‘1507 [EWBLD pajewnss
Aueduion Jamod LIaYInog snQuinjoo

| JUBWYOBHY
5-0L $34



"Z10Z Joqwaasq |un anjea ABisus aplaold o} peydadxa si ¢ Iun

B)|INSBUCT) PUB 4417 By Ul SS1EpP AU} Jaye ABIaus Jo) a|ge|eAr ag Aewl JJun 8y xiw Aioeded 1se3 3V 9] WO paAOWSI 89 0} palnsse

s| Ayoedes spun ay) usym Juasaidad 417 Syl Ul ssjep Iuswalal 8yl "Z10Z 1T J2quiadaq ie anjea y0oq BuU PIeLNISS 2Uj JO UQIEN2eD
sA0ge ay) Buiyew ul palewnsa aiem jueld Ann 0112919 JO SUBLWSIER] JO SUSHIPPR ON 0107 J8quaeq 18 uoneieidep Alyjuow yo Junowe
sy Buisn uoneosidsp AJYIUOW JO SURIOW $Z JUNOWE JEY} 0] SpPE pUE 010Z Jequialag 18 uokeinsidsp paje|nwnage ayj sasn Ucieino|e siyl

L178LS'YTS 96'69P'F10'L¥S £1°886'8C0°L¥%

A ZL Fer Gat 15 00 VTP GRE 1§ £ JUN Juie|d BunBiauaD) S|IASaU0D 009ig

L1'0%- FLELL'81T'ES Q0€LL'BITES ¢ Wi ue|d Buneisuag a|pasauoy 0051€

G0'0%- S0 /.6'%62'018 00 L268'¥BL0LS £ JuN We|d Bunessuan sjjiasauoy 0oFLe

95'8L5'vES 1§'865'0EL'878 £1°L1L'551'82% £ JUN Jue|d Buneisuan s|jAsauc) 00Z1E

L1o%- 117 269'vRP'ES 00'/B9'PBY'CS £ uN JUE|d BunpeIsusn S|pAssuo) 00LIE
anjep yoog ZLOZ ‘L 99g udeg 15O TBWIBHO uopean oV Eld

19N polewnsa  wnoady pajewnsy

£ JUN 40} 91BQ UMORINYS [eUld auyl - Z10Z Lg 1aquiadaq 1y
anjep joog 19N pue uonedsidag pale|nuinaay 5o [eulbup pejewnsg
Auedwon Jamod useynog sngwnion

L jusliyreny
$-01 534



COLUMBUS SOUTHERN POWER COMPANY’S
AND OHIO POWER COMPANY’S RESPONSE TO
FIRSTENERGY SOLUTIONS
DISCOVERY REQUEST
CASE NO. 11-346-EL-SS0 AND 11-348-EL-SSO
TENTH SET

INTERROGATORY
INT-10-9 Referencing the Direct Testimony of Thomas Mitchell at 12, lines

1-2, please provide the estimated *“asset retirement obligations
(ARO)” for Conesville 3, Muskingum Rivet 2, and Muskingum
River 4 as of the following dates:

a} Asof 12/31/2010, and
b} As of each unit’s retirement date identified in Your LTFR.

RESPONSE
a) See the ARQ for the requested units in FES 10-09 Attachment 1. The ash Pond ARO
amounts are not unit specific Therefore, the information is not available which would

provide a unit specific ARO liability balance.

b) See FES 10-09 Attachment 1

Prepared by: Thomas E. Mitchell



FES 10-09
Attachment 1

Ohio Power Company
Muskingum River Generating Plant
Asset Retirement Obligation - Liability Balance
At June 1, 2014

Estimated June 1, 2014

Asset Retirement Obligation Amount
ARQO Muskingum River U 1 Asbestos $510,853.31
AROQO Muskingum River U0 Asbestos $951,966.28
ARO Muskingum River U2 Asbestos $6680,288.62
ARO Muskingum River U3 Asbestos $1,012,960.29
ARO Muskingum River U4 Asbestos $1,088,242.04
ARO Muskingum River U5 Asbestos $2,498,458.85
ASH#1 Muskingum Ash Pand $1,281,481.45
ASH#2 Muskingum Ash Pond %4,899,732.87
ASH#3 Muskingum Ash Pond $751,700.80
ASH#4 Muskingum Ash Pond $20,810.518.87

$34,486,203.38



FES 10-09
Attachment 1

Ohio Power Company
Muskingum River Generating Plant
Asset Retirement Obligation - Liability Balance
At June 1, 2012

Estimated June 1, 2012

Asset Retirement Obligation Amount
ARO Muskingum River U 1 Ashestos $429 367 .47
ARQ Muskingum River U0 Asbestos $848,783.59
ARO Muskingum River U2 Asbestos $571,776.25
ARC Muskingum River U3 Asbestos $851,383.71
ARO Muskingum River U4 Ashestos $914,657.30
ARO Muskingum River U5 Asbestos $2,119,910.68
ASH#1 Muskingum Ash Pond $1,077,073.22
ASH#2 Muskingum Ash Pond $4,118,179.85
ASH#3 Muskingum Ash Pond $631,797.54
ASH#4 Muskingum Ash Pond $17.491,047.42

$29,063,977.03



FES 10-09
Attachment 1

Ohio Power Company
Muskingum River Generating Plant
Asset Retirement Obligation - Liability Balance
At December 31, 2010

Asset Retirement Obligation Dec 2010 Amount
ARQ Muskingum River U 1 Asbestos $412,835.89
ARC Muskingum River U0 Ashestos $778,804.65
ARQO Muskingum River U2 Ashestos $559,213.93
ARO Muskingum River U3 Asbestos $761,282.43
ARQ Muskingum River Li4 Asbestos $810,513.82
ARQO Muskingum River U5 Asbestos $1,895,800.34
ASH#1 Muskingum Ash Pond $945,463.80
ASH#2 Muskingum Ash Pond $3,614,972.44
ASH#3 Muskingum Ash Pond $554,597.12
ASH#4 Muskingum Ash Pond $15.353,786.53

$25,687,270.95


http://S15.353.786.S3

FES 10-08
Attachment 1

Columbus Southern Power Company
Conesville Plant
Asset Refirement Obligation - Liability Balance
At June 1, 2012

Estimated June 1, 2012

Asset Retirement Obligation Amount
ARO Conesville U0 Asbesios $574,621.30
ARO Conesville U1 Asbestos $812,898.08
ARO Conesville UZ Asbestos 4798 445 .94
AROQO Conesville U3 Asbestos $646,135.26
ARO Canesville U4 Asbestos $24,055.03
ARQ Conesville U5 Asbestos $113.131.95
ARD Conesville )6 Asbestos $81.015.65
ASH#1 Conesville Ash Pond $24,743,543.25
ASHE2? Conesville Ash Pond $16.814,090.25

$44,678,836.75



FES 10-09
Attachment 1

Columbus Southern Power Company
Conesville Plant
Asset Retirement Obligation - Liability Balance
At December 31, 2010

Asset Retirement Obligation Dec 2010 Amount
ARQ Conesville U0 Asbesics 3527 24597
ARO Conesville U1 Asbastos -$22,773.94
ARO Conesville U2 Asbestos $434,276.18
ARO Conesville U3 Asbestos $585,582.07
ARO Conesville U4 Asbestos $80,627.22
ARO Conesville U5 Asbestos $100,971.15
ARO Conesville U8 Asbestos $71,585.63
ASH#1 Conesville Ash Pond $22,484,828.73
ASH#2 Conesville Ash Pond $17.183.664.45

$41,446,007.46



Responses to Interrogatories
From Industrial Energy Users (IEU)

[EU 1-013
IEU 1-022
IEU 1-023
[EU 1-034
IEU 2-073
IEU 2-082
IEU 2-090
IEU 2-091 (& attachment)
IEU 2-092 (& attachment)
IEU 2-100
IEU 3-113
IEU 3-129



COLUMBUS SOUTHERN POWER COMPANY’S
AND OHIO POWER COMPANY'S RESPONSE TO
INDUSTRIAL ENERGY USERS-OHIO’S
DISCOVERY REQUEST
CASE NOS. 11-346-EL-SS0O AND 11-348-EL-850
FIRST SET

INTERROGATORY
INT-013. Has CSP or OP prepared any estimates of the annual revenues ot
1ates to be collected through the Alternative Energy Rider in
2012, 2013, ox 20147

RESPONSE
No.



COLUMBUS SOUTHERN POWER COMPANY’S
AND OHIO POWER COMPANY'’S RESPONSE TO
INDUSTRIAL ENERGY USERS-OHIO’S
DISCOVERY REQUEST
CASE NOS. 11-346-EL-SSO AND 11-348-EL-SSO
FIRST SET

INTERROGATORY
INT-022. Has CSP ot OP prepared any estimates of the annual revenues or
tates to be collected through the NERC Compliance Rider in 2012,
2013, or 20147

RESPONSE
No such estimates have been prepared at this time



COLUMBUS SOUTHERN POWER COMPANY’S
AND OHIO POWER COMPANY’S RESPONSE TO
INDUSTRIAL ENERGY USERS-OHI(O’S
DISCOVERY REQUEST
CASE NOS. 11-346-EL-SSO AND 11-348-EL-S80
FIRST SET

INTERROGATORY
INT-023. Does CSP or OP have any workpapers or documents to support its
calculation of (he annual revenues or rates to be collected through
the NERC Compliance Rider in 2012, 2013, ot 2014? If yes, please
identify the documents or workpapers in AEP’s possession and the
individunals that were responsible for the calculations in those
documents or workpapers.

RESPONSE
See IEUJ INT-022



COLUMBUS SOUTHERN POWER COMPANY’S
AND OHIO POWER COMPANY’S RESPONSE TO
INDUSTRIAL ENERGY USERS-OHIO’S
DISCOVERY REQUEST
CASE NOS. 11-346-EL-SSO AND 11-348-EL-SSO
FIRST SET

INTERROGATORY
INT-034. Besides the riders listed in Interrogatories Nos. 13-33, are there
any tiders in the ESP filing that CSP or OP has not provided the
annual revenues or rates to be recovered in 2012, 2013, or 20147
If the answet is yes, please identify those riders

RESPONSE
Yes, the Carbon Capture and Sequestration Ridet.



COLUMBUS SOUTHERN POWER COMPANY’S
AND OHIO POWER COMPANY’S RESPONSE TO
INDUSTRIAL ENERGY USERS-OHIO
DISCOVERY REQUEST
CASE NO, 11-346-EL-SSO AND 11-348-EL-SS0O
SECOND SET

INTERROGATORY
INT-073. - With regard to AEP's ESP proposal regarding recovery of
environmental compliance costs, please identify the total doHar
~ amount of such environmental compliance costs that AEP expects
to recover from Ohio retail consumers within its certified service
arca during the proposed term of the ESP if its ESP is approved by
the Commission as proposed.

RESPONSE
The Company has not calculated the total dollar amount of such environmental
compliance costs for the 29 manth ESP period.

Prepared by: Nelson




COLUMBUS SOUTHERN POWER COMPANY’S
AND OHIO POWER COMPANY’S RESPONSE TO
INDUSTRIAL ENERGY USERS-OHIO
DISCOVERY REQUEST
CASE NO, 11-346-EL-SSO AND 11-348-EL-SSO
SECOND SET

INTERROGATORY : »
INT-082. Regarding the CCS facility being developed at Appalachian Power
Company's Mountaineer plant site, identify any costs that CSP or
OP wilt directly incur to implement this project.

RESPONSE

Once an agreement is entered into between Appalachian Power Company and other
operating companies of AEP, AEP Ohio will be billed its share of Capital and O&M
costs associated with the facility.

Prepared by: Nelson




COLUMBUS SOUTHERN POWER COMPANY’S
AND OHIO POWER COMPANY’S RESPONSE TO
INDUSTRIAL ENERGY USERS-OHIO
DISCOVERY REQUEST
CASE NO. 11-346-EL-SSO AND 11-348-EL-S50
SECOND SET

INTERROGATORY :
INT-090. On page 8 of Laura Thomas' testimony, she states that she has

included a component in the Competitive Benchmark price called a.

transaction risk adder, What ave the components for determining
that amount?

RESPONSE,

The amount of the Transaction Risk Adder identified on page 8 of Company witness
Thomas' testimony was based on a review of the experiences of various deregulated
states and reflects a reasonable and balanced approach to determining a Competitive
Benchmark price. See TEU INT-091 Attachments 2 and 3 for the analysis nsed to support
the amount of the Transaction Risk Adder, See page 8 of Company witness Thomas'
testimony for a listing of the types of items covered by the Transaction Risk Adder.

Prepared by: Thomas




COLUMBUS SOUTHERN POWER COMPANY’S
AND OHIO POWER COMPANY’S RESPONSE TO

. INDUSTRIAL ENERGY USERS-OHIO
DISCOVERY REQUEST
CASE NO. 11-346-EL-SSO AND 11-348-EL-SSO
SECOND SET
INTERRO GA’]‘OR‘Y

INT-091. Identify any supporting workpapers for interrogatories 89 and 90.

RESPONSE :

See IEU INT-091 Attachment 1 for analysis regarding the Retail Administration Charge.
See IEU INT-091 Attachment 2 for analysis regarding the Transaction Risk Adder.

See IEU INT-091 Attachment 3 for analysis regarding a review of the Full Requitements
Service components in various deregulated states, -

Prepared by: Thomas

-

iiH

IEU INT-81 Attachment 3.pdf

)

IE INT-9t Attachment T.pdf

fEU INT-91 Attachment 2. pdf
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COLUMBUS SOUTHERN POWER COMPANY’S
AND OHIO POWER COMPANY’S RESPONSE TO
INDUSTRIAL ENERGY USERS-OHIO
DISCOVERY REQUEST
CASE NO, 11-346-EL-SSO AND 11-348-EL-SSO
SECOND SET

INTERROGATORY
INT-092. In workpapers to Laura Thomas' testimony, she provides a
capacity cost per MWH. Identify workpapers used to calculate the
conversions fo support this calculation,

RESPONSE :

The requested calculation is provided in the attached, TEU INT-092 Attachment 1. The
calculation converts the Company's 2012 Residential capacity cost ($/mw-day) to the
capacity rate ($/MWh) as included in Company witness Thomas' testimony. ‘This same
methodology applies to each class for the 2012 and Jan 2013 - May 2014 time periods.

Prepared by: Thomas
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COLUMBUS SOUTHERN POWER COMPANY’S
AND OHIO POWER COMPANY’S RESPONSE TO
INDUSTRIAL ENERGY USERS-OHIO
DISCOVERY REQUEST
CASE NO, 11-346-EL-S8SO AND 11-348-EL-550
SECOND SET

INTERROGATORY ' =
INT-100., In Laura Thomas' testimony at page 26, she provides support for
"NERC Generation Compliance Costs".

a. ‘What expenses or capital costs categories does AEP
anticipate would be covered by this rider?

b. Daes AEP have any expenses or capital costs booked but
deferred for this rider?

C. What is the amount of expenses, if any, currently bocked
but deferred?
d. Over what period of time were expenses or capital costs, if

any, booked but deferred? Identify amounts by year,
RESPONSE,
a. The Company is unable to determine the exact nature of such costs at this time.
b. No.
. See IEU INT-100 b.

d. Sece IEU INT-100 b.

Prepared by: Thomas




COLUMBUS SOUTHERN POWER COMPANY’S
AND OHIO POWER COMPANY’S RESPONSE TO
INDUSTRIAL ENERGY USERS-OHIO
DISCOVERY REQUEST
PUCO CASE NO. 11-346-EL-SS0 AND 11-348-EL-8SO
THIRID} SET

INTERROGATORY
INT-113. In Lauta Thomass testimony and supporting exhibits, she provides
a fuel cost that is constant Has the company attempted a
calculation of the electtic security plan (“ESP”) and maiket rate
offer (“MRQO™) alternative based on expected changes in the FAC
for 2012, 2013, and 20147

RESPONSE
No, the Company has prepared no such calculation

Prepared by: Laura ] Thomas



COLUMBUS SOUTHERN POWER COMPANY’S
AND OHIO POWER COMPANY’S RESPONSE TO
INDUSTRIAL ENERGY USERS-OHIO
DISCOVERY REQUEST
PUCO CASE NO, 11-346-EL-SSO AND 11-348-EL-SSO
THIRD SET

INTERROGATORY o
INT-129. What is the estimated level of weighted average cost of capital to
be used for the Facility Closure Cost Recovery Rider?

RESPONSE
The Facility Closure Recovery Rider will use a pre-tax WACC, estimated to be 11 77%

as described in Company witness Hawkins' testimony.

Prepared By: Andrea E Moore



COLUMBUS SOUTHERN POWER COMPANY'S
AND OHIO POWER COMPANY’S RESPONSE TO
INDUSTRIAL ENERGY USERS-OHIO
DISCOVERY REQUEST
PUCO CASE NO. 11-346-EL-SSO AND 11-348-EL-8S80
THIRD SET

INTERROGATORY
INT-129. What is the estimated level of weighted average cost of capital to

be used for the Facility Closure Cost Recovery Rider?

RESPONSE
The Facility Closure Recovery Rider will use a pre-tax WACC, estimated to be 11 77%

as described in Company wiiness Hawkins' testimony.

Prepared By: Andrea E Moore



Responses to Interrogatories
From Ohio Consumers’ Council (OCC)

0CC 3-074
OCC 4-139
OCC 4-140

RPD 1-24 (& attachment)



COLUMBUS SOUTHERN POWER COMPANY’S
AND OHIO POWER COMPANY’S RESPONSE TO
THE OFFICE OF THE OHIO CONSUMERS’ COUNSEL
DISCOVERY REQUEST
CASE NOS. 11-346-EL-SSO AND 11-348-EL-SSO
THIRD SEY

INTERROGATORY
INT-074. Please identify the earliest date that the AEP Pool can be
terminated.

RESPONSE
The earliest date the pool can be terminated is January 1, 2014, unless the members all
agree to terminate the AEP Pool earlier It is more likely that the members will not
terminate earlier than June 1, 2014, so that the tetmination coincides with the PJM

planning year,

Prepared By: Philip J. Nelson



COLUMBUS SOUTHERN POWER COMPANY’S
AND OHIO POWER COMPANY’S RESPONSE TO
THE OFFICE OF THE OHIO CONSUMERS’ COUNSEL
DISCOVERY REQUEST
CASE NO. 11-346-EL-SSO AND 11-348-E1.-SSO
FOURTH SET

INTERROGATORY
INT-139. ‘What was the actual total margin (profit) from all off-system sales
gach yeat, for the years 2000 through present for CSP and for

OPCo?
RESPONSE
OPCo & CSP 's 0SS margins {$000)

OPCo  csp

2010 81,304 73,533
2009 61,879 51,268
2008 181,498 146,560
2007 171,392 142,730
2006 199,737 133,501
2005 145,062 89,921
2004 96,988 64,349
2008 73,629 53,373
2002 77,282 57,333
2001 106,151 75,036
2000 136,352 89,001

Prepared By: Philip J. Nelson



COLUMBUS SOUTHERN POWER COMPANY’S
AND OHIO POWER COMPANY’S RESPONSE TO
THE OFFICE OF THE OHIO CONSUMERS’ COUNSEL

DISCOVERY REQUEST
CASE NO. 11-346-EL-SS0 AND 11-348-EL-SSO
FOURTH SET
INTERROGATORY
INT-140.

What is the most recent estimate of the total margin (profits) from
all off-system sales each yeat, for each year of the ESP term
proposed for CSP and for OPCo?

RESPONSE

0SS Pre Tax Margins

$000
Period CsP oPC Total
2012 130,254 83,791 214,045
2013 147,378 107,615 254,993

Jan - May 2014 70,767 55992 126,759

Preparcd By: Philip J. Nelson



COLUMBUS SOUTHERN POWER COMPANY’S
AND OHIO POWER COMPANY’S RESPONSE TO
THE OFFICE OF THE OHIO CONSUMERS’ COUNSEL

. DISCOVERY REQUEST
CASE NO. 11-346-EL-SS0 AN 11-348-EL-SSO
FIRST SET

REQUEST FOR PRODUCTION OF DOCUMENTS
RPD-024 Please provide a copy of all source documients from which the
information OCC 1equested in INT-26 would be derived.

RESPONSE

See OCC RPD 1-24 Confidential Atiachment 1 for the requested information.

Prepared by: Laura J. Thomas



See COMPETITIVELY SENSITIVE CONFIDENTIAL attachment, RPD 1-24 Attachment 1



Responses to Interrogatories
From Ohio Energy Group (OEG)

OEG 3-003 (& attachment)



COLUMBUS SOUTHERN POWER COMPANY’S
AND OHIO POWER COMPANY’S RESPONSE TO
OHIO ENERGY GROUP
DISCOVERY REQUEST
PUCO CASE NO. 11-346-EL-SSO AND 11-348-EL-SS0O
THIRD SET

INTERROGATORY
INT-3-003.  Please provide monthly, for the most recently available 12 month

period, the AEP East Interchange Power Statement showing
Interconnection Agreement monthly billing/credit staterents for
each of the AEP East Companies Also, provide all supporting
schedules showing the basis for monthly billings and credits to
each Company.

RESPONSE
See OEG 3-3 Attachment 1 for the most 1ecently available 12 months AEP East

Interchange Power Statements. The Company objects to this request for all supporting
schedules as being overbioad and unduly burdensome. Without waiving these objections
or any general objection the Company may have, the Company states as follows. The
supporting schednles are voluminous and may be inspected at the Company's offices at a
mutually agreed date and {ime.



ACTUAL:

MEMBER

APCO
KPCO
T&M
OPCO
CsP
TOTAL

MEMBER

APCO
KPCO
Tam
OPLO
csP

March 2010 PAGE (3)
CALCULATION OF MEMBER PRIMARY CAPACITY
SURPLUS/(DEFICIT) kW AND $ SETTLEMENT
MEMBER PRIMARY
PRIMARY MEMBER CAPACITY kW SURPLUS
CAPACITY kW LOAD RATIO RESERVATION {DEFICIT)
(APPENDIX II) (APPENDIX I) (SYS. kW) * (2) CAPACITY kW
(H (2) 3 #={1)-(3)
6,348,000 0.33372 8,873,000 (2,525,000)
1,470,000 0.06979 1,855,600 (385,600)
5,430,000 0.19041 5,062,600 367,400
8,483,000 0.21728 5,777,000 2,706,000
4,857,000 0.18880 5,019,800 (162,800)
26,588 000 1.00000 26588000
MEMBER CAPACITY $ SETTLEMENT
SURPLUS CAPACITY CREDIT
(DEFICIT) RATE {CHARGE) **
CAPACITY kW S/kW * $
) (2) (3)
(2,525,000} Tk + foladaladel (33,877,150)
{385,600) dek + gk (65,173.477)
367,400 992 + 524 5,569,784
2,706,000 106 + 258 35,665,080
(162 ,800) falalalalal + falalalalad (2,184,238)
134167

EQUALIZATION CAPACITY RATE:
{This is the average $/kW rate paid by deficit members.)

NOTES:

* The sum of the Member's Primary Capacity Investment Rate {Appendix IIT) and the Member's Capacity Fixed
Operating Rate (Appendix IV & V) applicable to Members having a Member Primary Capacity Surplus.

** Credits should be recoreded in Account 447, Sales for Resale.
Charges should be recorded in Account 555, Purchased Power,



ACTUAL: Aprif 2010 PASE (3)
CALCULATION OF MEMBER PRIMARY CAPACITY
SURPLUS/(DEFICIT) kW AND $ SETTLEMENT
MEMBER PRIMARY
PRIMARY MEMBER CAPACITY kW SURPLUS
CAPACITY kW LOAD RATIO RESERVATION {DEFICIT)
MEMBER (APPENDIX IT) (APPENDIX I) (5vs. kW) ™ (2) CAPACITY kW
1 (2) 3) #)=@1)-(3)
APCO 6,348,000 0.33392 8,878,400 (2,530,400)
KPCO 1,470,000 0.06925 1,841,200 (371,200)
T&M 5.430,000 0.19052 5,065,500 364,500
OPCO 8,483,000 0.21740 5,780,200 2,702,800
CsP 4,857,000 0.18891 5,022,700 (165,700)
TOTAL 26,588,000 100000 26,588,000
MEMBER CAPACITY $ SETTLEMENT
SURPLUS CAPACITY CREDIT
(DEFICIT) RATE (CHARGE) **
MEMBER CAPACITY kW $/kW * $
¢y (2) (3
APCO (2,530,400) FANER + ook (33,288,377)
KPCO (371,200} Fekdek + faidalalel {4,883,278)
&M 364,500 9.92 + 461 5,256,185
OPCO 2,702,800 10.6 + 2.37 35,055,316
CsP (165,700) kR + jolatalale (2,179,847)
EQUALIZATION CAPACITY RATE: 13.1554

(This is the average $/kW rate paid by deficit members.)

NOTES:
* The sum of the Member's Primary Capacity Investment Rate (Appendix III) and the Member's Capacity Fixed
Operating Rate (Appendix IV & V) applicable 1o Members having a Member Primary Capacity Surplus.

** Credits should be recoreded in Account 447, Sales for Resale,
Charges should be recorded in Account 555, Purchased Power.



ACTUAL:  May 2010

CALCULATION OF MEMBER PRIMARY CAPACITY
SURPLUS/(DEFICIT) kW AND $ SETTLEMENT

PAGE (3)

(This is the average $/kW rate paid by deficit members.)

NOTES:

MEMBER PRIMARY
PRIMARY MEMBER CAPACITY kW SURPLUS
CAPACITY kW LOAD RATIO RESERVATION (DEFICIT)
MEMBER (APPENDIX II) (APPENDIX I) (SYS. kW) * (2) CAPACITY kW
(1) {2) (3) #={1)-(3)
APCO 6,348,000 0.33392 8,878,300 (2,530,300)
KPCO 1,470,000 0.06925 1,841,200 (371,200)
T&M %,430,000 0.19052 5 065,600 364,400
OPCO 8,483,000 0.21740 5,780,200 2,702,800
€SP 4,857,000 0.18891 5,022,700 (165,700)
TOTAL 26,588,000 1.00000 26,588,000
MEMBER CAPACITY $ SETTLEMENT
SURPLUS CAPACITY CREDIT
(DEFICIT) (CHARGE) **
MEMBER CAPACITY kW ry

- (1) (3)
APCO (2,530,300) FERXE bk (33,650,044)
KPCO (371,200) el HRARK (4,942 396)
T&M 364,400 9,92 4,69 5,323,884
OPCO 2,702,800 10.6 254 35,514,792
CSP (165,700) Rl ek (2,206,237)
EQUALIZATION CAPACITY RATE: 13.3146

* The sum of the Member's Primary Capacity Investment Rate (Appendix IIT) and the Member's Capacity Fixed
Operating Rate (Appendix IV & V) applicable to Members having a Member Primary Capacity Surplus.

** credits should be recoreded in Account 447, Sales for Resale.
Charges should be recorded in Account 555, Purchased Power.



ACTUAL:

MEMBER

APCO
KPCO
TaMm
OPCO
C5P
TOTAL

MEMBER

APCO
KPCO
I&M
OPCO
€SP

June 2010 PAGE (3)
CALCULATION OF MEMBER PRIMARY CAPACITY
SURPLUS/(DEFICIT) kW AND $ SETTLEMENT
MEMBER PRIMARY
PRIMARY MEMBER CAPACITY kW SURPLUS
CAPACITY kW LOAD RATIO RESERVATION (DEFICIT)
{APPENDIX II) (APPENDIX I) (SYS. kW) ™ (2) CAPACITY kW
(1) 2) (3) (#)=1)-3)
6,348,000 0.33392 8,878,300 (2,530,300)
1,470,000 0.06925 1,841,200 {371,200)
5,430,000 0.19052 5,065,600 364,400
8,483,000 0.21740 5,780,200 2,702,800
4,857,000 0.18891 5,022,700 (165,700)
26,588,000 1.00000 26,588,000
MEMBER CAPACITY $ SETTLEMENT
SURPLUS CAPACITY CREDIT
(DEFICIT) (CHARGE) **
CAPACITY kW $
1 (3)
(2.530,300) jalaiaald i {40,285,349)
(371,200) i jalaiailel (5.909,940)
344,400 292 7.79 6,453,524
2,702,800 10.6 5.08 42,379,504
(165,700) Kk AR PR (2,633,139)
EQUALIZATION CAPACITY RATE: 15,9212

(This is the average $/kW rate paid by deficit members.)

NOTES:

* The sum of the Member's Primary Capacity Investment Rate (Appendix IIT) and the Member's Capacity Fixed
Operating Rate (Appendix IV & V) applicable to Members having a Member Primary Capacity Surplus,

** Credits should be recoreded in Account 447, Sales for Resale.
Charges should be recorded in Account 555, Purchased Power.



(This is the average $/kW rate paid by deficit members.)

NOTES:

ACTUAL: July 2010 PAGE (3)
CALCULATION OF MEMBER PRIMARY CAPACITY
SURPLUS/(DEFICIT) kW AND $ SETTLEMENT
MEMBER PRTMARY
PRIMARY MEMBER CAPACITY kW SURPLUS
CAPACITY kW LOAD RATIO RESERVATION (DEFICIT)
MEMBER (APPENDIX II) {APPENDIX I) (5YS. kW) * (2) CAPACITY kW
1 (2) (3) (4)=(1)-(3)
APCO 6,355,000 0.33722 8,968,400 (2,613,400)
KPCO 1470000 0.06994 1,860,000 (390,000)
T&M 5,430,000 0.18474 4 913,200 514,800
OPCO 8,483,000 0.21955 5,838,500 2 644,100
csP 4 857 000 0.18855 5,014,500 {157 500}
TOTAL 26,595,000 1.00000 26,595,000
MEMBER CAPACITY $ SETTLEMENT
SURPLUS CAPACITY CREDIT
(DEFICIT) RATE {CHARGE) **
MEMBER CAPACITY kW $/kW * $
(1) (2) (3)
APCO (2,613 400) falakaialel + ik (35,815,700)
KPCO (390,000) Kok + Aok (5,344 ,809)
&M 516,800 9.92 + 652 8,496,192
OPCO 2,644 100 10.6 + 2.57 34822797
csp (157 500) dededest + ek (2,158,480)
EQUALIZATION CAPACITY RATE: 13.7046

* The sum of the Member's Primary Capacity Investment Rate (Appendix ITI) and the Member's Capacity Fixed
Operating Rate (Appendix IV & V) applicable to Members having a Member Primary Capacity Surplus.

** Credits should be recoreded in Account 447, Sales for Resale.
Charges should be recorded in Account 555, Purchased Power.



ACTUAL:

MEMBER

APCO
KPco
Iam
OPCO
CsP
TOTAL

MEMBER

APCO
KPCO
T&M
OPCO
csp

August 2010

CALCULATION OF MEMBER PRIMARY CAPACITY
SURPLUS/({DEFICIT) kW AND $ SETTLEMENT

PAGE (3)

MEMBER PRIMARY
PRIMARY MEMBER CAPACITY kW SURPLUS
CAPACITY kW LOAD RATIO RESERVATION (DEFICIT)
(APPENDIX II) (APPENDIX I) (SYS. kW) * (2) CAPACITY kW
(1 2) (3) 4)=(1)-(3)
6,377,100 0.32375 8,617,300 (2,240,200)
1,470,000 0.06714 1,787,100 (317,100)
5,430,000 0.19468 5,181,800 248,200
8,483,000 0.22780 6,063,400 2,419 600
4,857,000 0.18663 4,967,500 (110,500)
26,617,100 1.00000 26.617.100
MEMBER CAPACITY $ SETTLEMENT
_SURPLUS CAPACITY CREDIT
(DEFICIT) RATE (CHARGE) **
CAPACITY kW $/kW * $
1 (2) (3)
(2.240,200) ks . *kik (29,669,203)
(317,100) kel . Sl (4,199,672)
248 200 9.92 + 6.58 4,095,300
2419600 10.6 N 231 31,237,036
{110,500) Hoxnxk . Hxskk (1,463.462)
13.2440

EQUALIZATION CAPACITY RATE:
(This is the average $/kW rate paid by deficit members.)

NOTES:

* The sum of the Member's Primary Capacity Investment Rate (Appendix IIT) and the Member's Capacity Fixed
Operating Rate (Appendix IV & V) applicable to Members hoving a Member Primary Capacity Surplus.

** Credits should be recoreded in Account 447, Sales for Resale.
Charges should be recorded in Account 555, Purchased Power.



ACTUAL:

MEMBER

APCO
KPCO
IAMm
OFCO
CsP
TOTAL

MEMBER

APCO
KPCO
&M
OPCO
CsP

September 2010

CALCULATION OF MEMBER PRIMARY CAPACITY

SURPLUS/(DEFICIT) kW AND $ SETTLEMENT

PAGE (3)

MEMBER PRIMARY
PRIMARY MEMBER CAPACITY kW SURPLUS
CAPACITY kW LOAD RATIO RESERVATION (DEFICIT)
(APPENDIX II) (APPENDIX I) (SY5. kW) * (2) CAPACITY kW
(1) (2) (3) 4)=(1)-(3)
6,379,000 0.32375 8,617,900 (2,238,900)
1,470,000 0.06714 1,787,200 (317,200)
5,430,000 0.19468 5,182,200 247,800
8,483,000 0.22780 6,063,800 2,419,200
4,857,000 0.18663 4,967,900 (110,900)
26,619,000 1.00000 26,619,000
MEMBER CAPACITY $ SETTLEMENT
SURPLUS CAPACITY CREDIT
(DEFICIT) RATE (CHARGE) **
CAPACITY kW $/kW * $
(0 (2) (3)
{2,238,900) Hoxwkek * sl (29,761,680)
(317,200) Rhhbh * skt (4,216 537)
247,800 9.92 + 5.55 3,833,466
2.419,200 10.6 + 247 31,618,944
(110,900) xmRx + HxERR {1,474,193)
13.2930

EQUALIZATION CAPACITY RATE:
(This is the average $/kW rate paid by deficit members.)

NOTES:

* The sum of the Member's Primary Capacity Investment Rate (Appendix IIT) and the Member's Capacity Fixed
Operating Rate (Appendix IV & V) applicable to Members having a Member Primary Capacity Surplus.

** Credits should be recoreded in Account 447, Sales for Resale.
Charges should be recorded in Account 555, Purchased Power.



(This is the average $/kW rate paid by deficit members.)

NOTES:

ACTUAL: Qctober 2010 PAGE (3)
CALCULATION OF MEMBER PRIMARY CAPACITY
SURPLUS/(DEFICIT) kW AND $ SETTLEMENT
MEMBER PRIMARY
PRIMARY MEMBER CAPACITY kW SURPLUS
CAPACITY kw LOAD RATIO RESERVATION {DEFICIT)
MEMBER {APPENDIX IT) {APPENDIX I) (SYS. kW) * (2) CAPACITY kW
(1) (2) (3) 4)=(1)-(3)
APCO 6,379,000 0.32375 8,617,900 (2,238,900)
KPCC 1,470,000 0.06714 1,787,200 (317.200)
T&M 5,430,000 0.19448 5,182,200 247,800
OPCO 8,483,000 022780 6,063,800 2,419,200
csp 4 857,000 0.18663 4,967 900 (110,900)
TOTAL 26,619,000 1.00000 26,619,000
MEMBER CAPACITY $ SETTLEMENT
SURPLUS CAPACITY CREDIT
(DEFICIT) RATE (CHARGE) **
MEMBER CAPACITY kW $/kW * $
n (2) 3)
APCO (2,238,900) falaalaie + fabekiaia (29,413 963)
KPCO {317,200) falaiaiale + falaialuis (4,167,274)
T&M 247 800 992 * 505 3,709 566
OPCO 2,419,200 106 + 2.35 31,328,640
CSsP (110,900) wrxekk + falaladalad (1,456,969)
EQUALIZATION CAPACITY RATE: 13.1377

* The sum of the Member's Primary Capacity Investment Rate (Appendix IIT) and the Member's Capacity Fixed
Operating Rate (Appendix IV & V) applicable to Members having a Member Primary Capacity Surplus,

** Credits should be recoreded in Account 447, Sales for Resale.
Charges should be recorded in Account 555, Purchased Fower.



PAGE {3)

(This is the average $/kW rate paid by deficit members.)

NOTES:

ACTUAL: November 2010
CALCULATION OF MEMBER PRIMARY CAPACITY
SURPLUS/(DEFICIT) kW AND $ SETTLEMENT
MEMBER PRIMARY
PRIMARY MEMBER CAPACITY kW SURPLUS
CAPACITY kW LOAD RATIO RESERVATION (DEFICIT)
MEMBER {APPENDIX II) {APPENDIX I) {SYS. kW) * (2) CAPACITY kW
(1) @) (3) “)=1-3)
APCO 6,379,000 0.32375 8,617 900 (2,238,900)
KPCO 1,470,000 0.06714 1,787,200 {317,200)
T&M 5,430,000 0.19468 5,182,200 247,800
OPCO 8,483,000 Q.22780 6,063,800 2,419 200
csp 4 857,000 0.18663 4 967 900 (110,900)
TOTAL 26,619,000 1.00000 26,619,000
MEMBER CAPACITY $ SETTLEMENT
SURPLUS CAPACITY CREDIT
(DEFICIT) RATE {CHARGE) **
MEMBER CAPACITY kW $/kW * $
(L @ (3)
APCO {2,238,900) faladadale + ekdekok (25,663,803)
KPCO (317,200) Ak + loluialaled (4,202,670}
T&M ) 247,800 992 + 547 3,813,642
OPCO 2419200 10.6 + 243 31,522,176
C5P {110,900) falaiaiail + falaialala (1,469,345)
EQUALIZATION CAPACITY RATE: 13.2493

* The sum of the Member's Primary Capacity Investment Rate (Appendix IIT) and the Member's Capacity Fixed
Operating Rate {Appendix IV & V) applicable to Members having a Member Primary Capacity Surplus.

** Credits should be recoreded in Account 447, Sales for Resale.
Charges should be recorded in Account 555, Purchased Power,



(This is the average $/kW rate paid by deficit members.)

NOTES:

ACTUAL: December 2010 PAGE (3)
CALCULATION OF MEMBER PRIMARY CAPACLTY
 SURPLUS/(DEFICIT) kW AND $ SETTLEMENT
MEMBER PRIMARY
PRIMARY MEMBER CAPACITY kW SURPLUS
CAPACITY kW LOAD RATIO RESERVATION (DEFICIT)
MEMBER (APPENDIX II) (APPENDIX I) (5Y5. kW) * (2) CAPACITY kW
) (2) (3) @=0-3)
APCO 6,379,000 0.32375 8,617,900 (2,238,900)
KPCO 1,470,000 0.06714 1,787,200 (317,200)
T&M 5 430,000 0.19468 5182 200 247 800
OPCO 8 483,000 0.22780 6,063,800 2,419,200
csp 4 857 000 0.18663 4,967,900 (110,900)
TOTAL 26,619,000 1.00000 26,619,000
MEMBER CAPACITY $ SETTLEMENT
SURPLUS CAPACITY CREDIT
(DEFICIT) RATE (CHARGE) **
MEMBER CAPACITY kW $/KW * $
(1 2) (3)
APCO (2,238,900) Rk dk + Hkk (31,815,897)
KPCO (317,200) KAKKK . RmRR (4,507 572)
T&M 247,800 9.92 * 7.81 4,393,494
OPCO 2 419,200 10.6 + 3.25 33,505,920
CSP (110,900) el . Rokkk {1,575,945)
EQUALIZATION CAPACITY RATE: 142106

* The sum of the Member's Primary Capacity Investment Rate (Appendix III) and the Member's Capacity Fixed
Operating Rate (Appendix IV & V) applicable to Members having a Member Primary Capacity Surplus.

** Credits should be recoreded in Account 447, Sales for Resale.
Charges should be recorded in Account 555, Purchased Power,



ACTUAL.: January 2011 PAGE (3)

CALCULATION OF MEMBER PRIMARY CAPACITY
SURPLUS/(DEFICIT) kW AND $ SETTLEMENT

MEMBER PRIMARY
PRIMARY MEMBER CAPACLITY kW SURPLUS
CAPACITY kW LOAD RATIO RESERVATION {DEFICIT)
MEMBER (APPENDIX II) (APPENDIX I) (8Y5. kW) > (2) CAPACITY kW
1 (2) ) #)=(1)-(3)
APCO 6,377,000 0.32728 8,705,000 {2,328,000)
KPCO 1,471,000 0.06852 1,822,500 (351,500)
T4M 5,428,000 0.19208 5,108,900 319,100
OPCO 8,465,000 0.22476 5,978,200 2,486,800
C5P 4,857,000 0.18736 4,983 400 (126,400)
TOTAL 26,598 000 1.00000 26,598 000

MEMBER CAPACITY $ SETTLEMENT

SURPLUS CAPACITY CREDIT
(DEFICIT) RATE (CHARGE) **
MEMBER CAPACITY kW $/KW * $
n (2) (3)
APCO (2,328,000) HrkAR + i (31,695,670)
KPCO (351,500) R s il (4,785 665)
TaM 319,100 10.22 . 5.46 5 003,488
oPCO 2 486,800 10.8 . 255 33,198,780
CSP (126,400) *xHAR . Ciakabo (1,720,933)
EQUALIZATION CAPACITY RATE: 13.6150

(This is the average $/kW rate paid by deficit members.)

NOTEs:
* The sum of the Member's Primary Capacity Investment Rate (Appendix IIT) and the Member's Capacity Fixed
Operating Rate {Appendix IV & V) applicable to Members having a Member Primary Capacity Surplus.

** Credits should be recoreded in Account 447, Sales for Resale.
Charges should be recorded in Account 555, Purchased Power.



ACTUAL:

MEMBER

APCO
KPCO
T&M
ORCO
CSP
TOTAL

MEMBER

APCO
KPLO
&M
OPCO
CSP

February 2011

PAGE (3)
CALCULATION OF MEMBER PRIMARY CAPACITY
SURPLUS/(DEFICIT) kW AND $ SETTLEMENT
MEMBER PRIMARY
PRIMARY MEMBER CAPACITY kW SURPLUS
CAPACITY kW LOAD RATIO RESERVATION {DEFICIT)
(APPENDIX II) {APPENDIX I) (sY5. kW) * (2) CAPACITY kW
() (2) 3) (4)=(1)-(3)
6,377,000 0.32728 8,705,000 (2,328,000)
1,471,000 0.06852 1,822,500 {351,500}
5,428,000 0.19208 5,108,900 319,100
8,465,000 0.22476 5,978,200 2,486,800
4 857 000 0.18736 4,983,400 (126,400)
26,598,000 1.00000 26,598 000
MEMBER CAPACITY $ SETTLEMENT
SURPLUS CAPACITY CREDIT
(DEFICIT) RATE (CHARGE) **
CAPACITY kW $/kW * $
(1) (2) (3
(2‘328,000) LEE + e ek (31‘236903)
(351,500} ks " ek R (4,716,261)
319,100 10.22 + 575 5,096,027
2,484,800 108 + 2.29 32,552,212
(126,400) fufalaiale + Hvdskk {1,695,975)
13.4175

EQUALIZATION CAPACITY RATE:
(This is the average $/kW rate paid by deficit members.)

NOTES:

* The sum of the Member's Primary Capacity Investment Rate (Appendix TIT) and the Member's Capacity Fixed
Operating Rate {Appendix IV & V) applicable to Members having a Member Primary Capacity Surplus.

** credits should be recoreded in Account 447, Sales for Resale.
Charges should be recorded in Account 555, Purchased Power.



Responses to Interrogatories
From PUCO

PUCO 18-001 (& attachment)
PUCO 28-001
PUCO 44-001



COLUMBUS SOUTHERN POWER COMPANY’S
AND OHIO POWER COMPANY'S RESPONSE TO
PUBLIC UTILITIES COMMISSION OF OHIO’S

DATA REQUEST

CASE NO. 11-346-EL-SSO AND 11-348-EL-S50

EIGHTEENTH SE1

INTERROGATORY

INT-01.

The following questions pertain to the Company’s discussion of
Ohio’s allocation of the CCS FEED study, as addiessed in the
testimony of Mr. Nelson (p. 20). Indicate if you deem any of the
information if your responses to be confidential.

{Excerpt from Phil's Testimony)
How was the Ohio Allocation for this study calculated?

The allocation to AEP Ohio is based on the ratic of AEP Ohio's
megawatts of coal-fited capacity 1c the total coal-fired capacity of
the AEP system for the coal units that are able 1o be retrofit with
this technology and are fuily controlled, or are scheduled to be
fully controlled with SCR and FGD technology

What is the total expected cost of the cormmercial scale CCS
Project and what is AEP Ohio's share?

The total cost for the CCS project is not known at this time and the
FEED study will provide a detailed estimate However,
preliminary estimates for the total capital project cost would be
about $610 million with an estimated in-service date of 2015,
There is an estimated annual O&M requirement of approximately
$58 million beginning with the in-service date. Applying the same
ratios as applied to the FEED Study cost produces an AEP Chio
revenue requirement of approximately $46 million. The Company
ig requesting that the CCSR. be nonbypassable. The table below
shows the calculations just described

QUESTIONS - REQUIRING RESPONSES

A)  Provide criteria used to determine if an AEP coal-fited unit is able to be retrofit
with this capture technelogy.

B)  Provide a list of all AEP coal-fired units and all AEP Ohio coal-fired units that are
able to be retrofit with this capture technology and are fully contrelled, or are scheduled
to be fully controlied with SCR and FGD technology.



INT-01 (CONTINUED)

)  What is the area requirement for the this captuic technology?

D) How many years of opetation would justify the use of this capture technology?

RESPONSE

The Ohio Companies’ allocation factor of 46 5% in the table on page 21 of witness
Nelson's testimony inadvertantly excluded the capacity of AEP Generating Co. (with
ownership and entitlement shared by Indiana Michigan Power and Kentucky Power
Companics) that would be considered capable of receiving a CCS retrofit. Including this
capacity lowers the Ohio Companies' allocation factor to 43 4%. This revised factor
should be replaced in the workpaper in Volume 5 of the proposed ESP filing and in the
table on page 21 of witness Nelson's testimony.

A) The criteria used to determine if an AEP coal-fired unit is capable of having carbon capture
technology retrofit is whether flue gas desulfurization (FGD) and selective catalytic reduction
{SCR) technologies have been installed or are planned to be installed. Units controlled for SO2
and NOx (primarily NOZ2) are better candidates for CCS technology because of competing
reactions that take place between these compounds and the specific chemical reagent (ammonia,
advanced amines, etc ), limiting the reagent's ability to react with CO2 Depending on the
technolagy selected (chilled ammonia or advanced amines}), higher SO2 and NOx concentrations
1n the incoming flue gas can have considerable impacts on the process, leading to higher reagent
consumption, increased CCS equipment sizing, and increased waste/by-product generation by the
capture system

Thus, on an uncontrolled unit, the tesulting increased reagent eonsumption and associated
impacts could shift the economics of the system Lo the point that CCS on that unit may no longer
be feasible. here really are no minimum emissions criteria for CCS, but as described above the
concentrations of S02 and NOX in the flue gas have a significant impact on the system design
and economics. FGD systems for SO2 control are advantageous for both chilled ammonia and
advanced amine technologies, while the advanced amine technologies also perform better with an
upstream SCR for NOx confrol. Finally, both chilled ammonia and advanced amine technologies
require low inlet flue gas temperatures for optimum CO2 capture Upsticam $O2 controls (FGD)
remave the constituents that inhibit the capture process, and lower the incoming flue gas
temperature to the capture systern Thus, units that have FGD systems in place are favorahle
retrofit candidates.

B} A list of all AEP coal-fired units and all AEP Ohio coal-fired units that are able to be
retrofit with this capture technology and are fully controlled, or are scheduled to be fully
controlled with SCR and FGD technology is provided in Staff' 18-1 Attachment 1

C) The arca requirement for carbon capture technology is dependent upon the amount of flue gas
treated and the individual design of each retrofit Using Alstom’s chilled ammonia technology as
a basis, the product validation facility (PVF) at AEP's Mountaineer Plant (capture portion only),
and the front end engineering and design completed so far for the Mountaineer commercial-seale
facility {caphure portion only) are approximately 3,000 - 3,500 sg ft. per MW This includes the



INT-01 (CONTINUED)

major process islands and auxiliary equipment (refrigeration systems, cooling tower, electrical
bldg , etc ).

D) The economic justification of using capture technology is specific to each retrofit and the
assumnptions used within each individual analysis. At this time any economic analysis will be less
robust that when the cost of not retrofitting CCS can be quantified (i.e. value of CO2 emission
credits)



Staff 181
Attachment 1

AEP Coal-Fired Generation - Units With Potential of Being Retrofit with Carbon Capture and Storage (CCS)
Technology on 1/1/201%

Mw Current
Ownership  Total By % By FGD&SCR
Operating Company Plant/Unit Capacity Company Company Controls
APCo Mountaineer Unit 1 1,300 FGD&SCR
APCo Amos Units 1-3 ' 2033 3,333 17.4% FGD&SCR
OPCo Amos Unit 3 867 FGD&SCR
QFCo Mitchetl Units 1&2 1,600 FGD&ASCR
OPCao Gavin Units 1&2 2,600 FGD&SCR
OPCo Cardinal Unit 1 600 FGD&SCR
OPCo Muskingum River Unit 5 (1) 585 6,252 32.6% SCR
1&M Rockpod Units 182 (2) 2210 2,210 11.5% None
KPCo Big Sandy Unit 2 800 SCR
KPCa Rockport Units 1&2 (3) 390 1,190 6.2% None
c5P Conesville Unit 4 (4) 339 FGD&SCR
C5P Conesville Unit 5 400 FGD
csP Conesville Unit 6 ' 400 FGD
C5P Zimmer Unit 1 (5) 330 FGD&SCR
CSP Stuart Units 1-4 (6) 604 2,073 10.8% FGD&SCR
PSQ Northeastern Units 384 910 None
pPs0O Qklaunion Unit 1 {7) 102 1,012 5.3% FGD
SWEPCO Pirkey Unit 1 (8) 580 FGD
SWEPCO Dolet Hills Unit 1 {(8) 262 FGD
SWEPCO Flint Creek Unit 1 {10} 264 None
SWEPCO Turk Unit 1 (11) 440 Under Constr.
SWEPCO Welsh Units 1-3 (1) 1,684 3,130 16.3% None
Total Ohio 8,325 43.4%
TOTAL 19,200 19,200 100.0%

Operating Companies:

APCo - Appalachian Power Company

OPCo - Dhio Power Company

&M - Indiana Michigan Power Company

KPCao - Kentucky Power Company

CSP - Columbus Seuthern Pawer Company
SWEPCQO - Southwest Electricity and Power Company

Assumplions:
- Units would be fully controlled {SCR and FGD operational) prior to CCS retrofit
- Potential for sequesiration of COZ2 at each facility is dependent upen underlying gealogy

Notes:

{1) Muskingum River Unit 4 & Weish Unit 2 could be refired prior to 2019 and not retrofited with CCS
(2) Represents 1&M's 85% ownership and entitlement share of Rockport Units 182
(3) Represents KPCo's 15% entitlement share of Rockport Units 1&2

{4) Represents CSP's 43.5% ownership in Conesville Unit 4

(5) Reprasenis CSP's 25.4% ownership in Zimmer Unit

(6) Represents CSP's 26.0% ownership in Stuart Units 1-4

(7) Represents PSO's 15.6% ownership in Oklaunion Unit 1

(8) Represents SWEPCO's 85.9% ownership in Pirkey Unit 1

{9) Represents SWEPCOQ's 40.23% ownership int Dolet Hills Unit 1

(10) Represents SWEPCOD's 50.0% ownership in Flint Creek Unit 1

(11) Represents SWEPCO's 75.0% ownership in Turk Unit 1




COLUMBUS SOUTHERN POWER COMPANY’S
AND OHIO POWER COMPANY’S RESPONSE TO
THE PUBLIC UTILITIES COMMISSION OF OHIO'S
DATA REQUESTS IN
PUCO CASE NOS. 11-346-EL-SSO AND 11-348-EL-SSO
TWENTY-EIGHTH SET

INTERROGATORY
INT-28-001. Witness Laura J Thomas states in her pre-filed testimony @ p 4,

lines 1 -2, “The Competitive Benchmark price is based on market
data and includes the items that would be included by a supplier
providing retail electiic service to AEP customers ” [emphasis
added] Is the MRO benchmark ptice quantified by Ms. Thomas
the same as a price that would be offered by a CRES provider? Is
it the price that customers would see as a 1esult of a competitive
auction or procurement that would be sponsored by AEP Ohio?
01, referring to the “and” in Ms. Thomas’ statement, is it a
combination of these two alternatives? Please explain why and
how it is one ot the other, or a combination of the two

RESPONSE
As stated on page 4 ol the testimony of Company witness Thomas, the Competitive

Benchmark price is based on market data and inchudes the items that would be included
by a supplier providing retail electric service to AEP Ohio customers. Such service can
be accomplished thiough either service from CRES provider or through competitive
bidding process under an MRO. The same price and components would apply in either
situation with the following exceptions: a CRES provider’s price would likely include
additional customer acquisition costs and a supplier under an MRQ would include POLR
costs Nerther of these additional costs were included in the Company's Competitive

Benchmark price.

Prepared by: Lawra J. Thomas



COLUMBUS SOUTHERN POWER COMPANY’S
AND OHIO POWER COMPANY'’S
RESPONSE TO
THE PUBLIC UTILITIES COMMISSION OF OHIO’S
DATA REQUEST
PUCO CASE NOS. 11-346-EL-SSO AND 11-348-FL-SSO
FORTY-FOURTH SET

INTERROGATORY
INT-44-001  On page 8, lines 21 — 22 of her pre-filed testimony AEP witness

Thomas describes her methodology for calculating the S8
component of the MRO ptice a using “an average of the forward
prices from the first week of each of the three quarters of 2010...”

Please clarify which daily forward price quotes comprise the
average used to develop the SS component.

RESPONSE
The testimony of Company witness Thomas, page 8, lines 21-22 should be corrected to
read "an average of the forward prices from the first week of each of quarter of 2010. .. "

The specific days for which forward prices were used are January 4-8; April 1 and 5-8,;
July 1-2 and 6-8; and October 1 and 4-7. These are identified in the Company's response
to OCC RPD-036, Attachment 3.zip, file titled 'AD Prices 2012-2014 102910 xls',

Column I

Prepared by: Laura T Thomas



Exhibit MMS-4

COMPETITIVELY SENSITIVE CONFIDENTIAL

EXC RPD 3-012 Attachment 1, Selected Pages: 6, APP-12
EXC RPD 3-014 Attachment 4, Selected Pages: 25

OCC RPD 1-24 Attachment 1
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