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L. INTRODUCTION

The Motion to Modify the Procedural Schedule filed by AEP Retail Energy Partners LLC
(“AEPR?”) is long on inflammatory hyperbole and short on substance—particularly with regard
to showiling why any delay in the schedule in this case is called for. AEPR asks that theshearing
currently scheduled to begin June 4, 2012, be continued. AEPR further requests that Ohio
Edison Company, The Cleveland Electric lluminating Company, and The Toledo Edisén
Companpf (collectively, the “Companies™) be required to file supplemental testimony analyzing
the Stipl.?}lation that has been entered in this case in light of PIM Interconnection, Inc.’s (“*PIM”)
recent Bi se Residual Auction (“BRA”) and that the parties be given an opportunity to ahdress

i.

the B results through discovery and additional testimony. !

AEPR’S Motion should be denied for at least three reasons. First, the procedural
schedulq is appropriate as it currently stands. The proposed ESP (“ESP 3”) effectively extends
the Com:panies’ current ESP. The provistons of ESP 3 are essentially the same as the cﬁrrent
ESP, an ESP that has produced several successful SSO auctions that have benefitted cugtomers
with rcag;onably priced generation service. Thefe is little that is new with the proposed ESP 3.
Moreovér, the schedule in this case has already been extended once at the request of AE’jPR and
other intgervenors. It should not be extended a second time.

Sj!ccond, AEPR has not demonstrated that additional time or testimony is necessgry.
Instead, its motion is nothing more than an attempt to inappropriately argue the merits. :

TIThird, contrary to AEPR’s assertion, the Companies did not attempt to deceive ti:le
Commission to secure an expedited schedule. AEPR, on the other hand, has made sevel;lal

misleadiﬁg claims in its Motion. For all of those reasons, AEPR’s Motion is improper and this

case should proceed to hearing on June 4, 2012.




. ARGUMENT |

A The Schedule For This ESP Case Is Appropriate And Should Not B |
Extended A Second Time.

The procedural schedule in this case is reasonable given that the proposed ESP 3 is
primarily a continuation of the Companies’ current ESP, which the Commission previously
revieweéi and approved. See In the Matter of the Application of Ohio Edison Company, The
Clevelar;d Electric Muminating Company, and The Toledo Edison Company for Authoﬁty to
Establish a Standard Service Offer Pursuant to Section 4928.143, Revised Code, in the lForm of
an Electric Sedurity Plan, Case No. 10-388-EL-SSO. A substantial record from the cuﬁent ESP
(“ESP 2 }’) is incorporated here, which will streamline this case. The Commission will need to
address }arguments raised by the small number of parties that oppose the Stipulation. Most of
these arQruments have been addressed and rejected by this Commission already in the E$P 2 case
and othel matters. Nineteen parties have signed the Stipulation and five additional parties do not
oppose it. In other words, a substantial coalition favors extending the Companies’ current ESP 2
for two Alore years.

I}'he parties opposing the Stipulation, including AEPR, have had ample time to cl)nduct
discovery and prepare testimony. Moreover, AEPR and several other intervenors' haveﬁ already
been grahted one extension of time. On May 5, 2012, the Commission issued an order til\at
moved the date for intervenors to file testimony from May 4 to May 21,2012. The he !'ng date
was like‘iwise moved from May 21 until June 4, 2012. (Entry Dated May 5, 2012.) Givén that

one extension was already granted, no meritorious reason exists for another.

! ﬁhe other intervenors include the Environmental Law and Policy Center, the Natural Resources Defense
Council, the Northeast Ohio Public Energy Council, the Northwest Ohio Aggregation Coalition, the Office of the
Ohio Consumers’ Counsel, Ohio Environmental Council, and the Sierra Club.

!
I
|
|
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B. AEPR Has Not Demonstrated That Additional Time Or Testimony Is
Necessary.

};}EPR makes many arguments in its Motion, but fails to explain why additional time or
testimoriy is necessary in this case. The facts belie each of its claimed reasons for an e)gtension.

First, AEPR claims that additional time and testimony is needed because PJM amnounced
the results of its BRA at the close of business on Friday, May 18, 2012, less than one business
day before the nonsignatory parties’ testimony was due. According to AEPR, the nonsignatory
party intbwenors were not able to take the BRA results into account in the testimony thit was to
be filed.. (Motion p. 4.) This overlooks, of course, that AEPR did not file any testimony in this
case. TlLus, AEPR’s claim of prejudice rings hollow.

I\EIor can AEPR credibly claim that the nonsignatory intervenors were somehow gaught
off-guard by the results of the BRA. The potential likely range of BRA clearing prices was
known Well before AEPR or any other intervenor had to file testimony. PJM declared that ATSI
would be separate for purposes of the reliability pricing model (“RPM”) in late 2011, Analysts
then pred&icted that prices in the ATSI zone would clear at a premium above $250-$300 per MW-
day due io retirements of several older coal-fired plants. (See Scott DiSavino, PJM Power
Auction May Be Worth 310 Bln, Reuters, May 9, 2012, attached as Exhibit A.) Asa resiﬁt, the
| intervem@)rs had access to information indicating that ATSI capacity prices would rise from the
levels thigat had been obtained for the prior delivery year. Such expected increased capadéity prices
could have easily been incorporated into any intervenor testimony before it was filed.

AEPR also claims that the procedural schedule in this case must be adjusted because the
BRA has altered the Companies’ analysis regarding whether ESP 3 is more favorable than a
market r&te offer (“MRO™). See Ohio Rev. Code § 4928.143(C)(1). AEPR is wrong. $50

prices frc:Prn both ESP 3 and an MRO would be based on a competitive bidding process, including



bidding ;)rices based on the capacity price determined in the BRA. Thus, the quantitatife effect
on the SgO price for ESP 3 versus an MRO would be zero.

What’s more, to the extent that increased capacity prices have any effect on the ESP-
MRO cqmparison, such prices would only increase the relative benefits of ESP 3. ESP 3
envisions that FirstEnergy Solutions will supply generation to Percentage of Income Payment
Plan (“PIPP”) customers in the Companies’ territories at 6% less than the average of thq prices
secured at auctions. That PIPP discount accounts for a significant portion of the quantitative
benefit of ESP 3. (See Motion p. 5.) If the Companies’ auction price is higher (due to higher
capacity prices), then the savings attributable to the PIPP discount will be greater because the
discount@ will be a percentage off of a larger number. Still further, to the extent that capaitcity
prices m?ay cause steeper potential increases in possible SSO prices, then ESP 3’s proposed
laddering of SSO load procurement and the averaging of auction results will provide even more
benefits to customers by reducing the effects of potential rate shock.

In short, AEPR’s explanations for an extension of the procedural schedule all faﬂ. At
bottom, AEPR’s explanations are nothing more than an atiempt to delve into the merits. AEPR’s
attempt is simultaneously too late and premature—too late because AEPR failed to file any
testimorﬁy and premature because the merits will be examined at hearing. In any event, the
procedural schedule in this case is appropriate and the hearing should begin June 4, 2012.

]

C. Although The Companies Have Not Been Deceptive, AEPR Has. ‘7

AEPR claims that an extension is appropriate in this case because the Companieb secured

the procedural schedule by utilizing an “initial deception.” (See Motion p. 2.) |

FirstEnergy began this case by demanding a final Opinion and Order by this
Commission no later than May 2, 2012, claiming that this date was absolutely
necessary to permit it to bid Demand Response and Energy Efficiency
resources into PJM’s May 7, 2012, 2015/2016 base residual auction (BRA).
After the Commission’s attommey examiner recognized the impossibility of



~ meeting the first of FirstEnergy’s proposed deadlines, however, FirstEnergyf
| acknowledged that even without a decision by this Commission it had alwayis
! intended to, and it did, bid Energy Efficiency resources into that same auctian.

(Id. emphasis in original.) AEPR claims: (1) the Companies persuaded the Commission to hold
a hearing shortly after this case was filed so it could bid Energy Efficiency resources into the
May 20i2 PJM BRA; and (2} the Companies planned to bid Energy Efficiency resources into the

PIM auction regardless of the timing or outcome of this hearing. (Id) !

‘ !
To support its claim that the Companies “deceived” the Commission, AEPR citds the
Compan%ies" Confidential Response to Sierra Club’s Request for Production No. 1. Notably,
i .
AEPR ohly presents its characterization of this response; AEPR does not favor the Commission

with a c$py. That omission is telling. The Companies trust that a review of that responke will
starkly demonstrate who is “being straight” with the Commission—and who is not.

Accordingly, the Companies will file the response under seal. Suffice it to say that the tesponse

does not reflect what AEPR says it does. The Companies have not deceived the Commission.

Instead, AEPR’s description of the Companies’ Response to Sierra Club’s Request for '
Production No. 1 is misleading.
In an attempt to secure a continuance of this matter, AEPR has also provided other

factually inaccurate information in its motion. For example, AEPR claims: g
b
[A]fter application of all applicable scaling factors and adjustments necess
to convert the [PJM] auction price into a price by load (such as zonal scalu?j
factors and forecast pool requirements), the actual capacity price paid by Ioaﬂ
in the ATSI zone during delivery year 2015/2016 is likely to approach or
exceed approximately $400/MW day. ';

(Motionlp. 3.) Information available from PJM itself says otherwise. Due to the availa*ility of

resource*is outside of ATSI, the lower price of those resources will be factored into the d¢livered

price of J:apacity in the ATSI zone. The cost of capacity to all load serving entities in the ATSI

load zon{a will be $294 per MW-day, which will be increased by “plus” factors such as ﬁonal



scaling fhctor and forecast pool requirements. (See PTM 2015/2016 Delivery Year Sumimary of
i
Auction !Results, attached hereto as Exhibit B.) Using the correct starting point and the fame

i }
zonal sczilling factor and forecast pool requirements as AEPR, the actual capacity price ;?aid by

load in the ATSI zone for 2015/2016 is approximately $329 per MW-day. I

AEPR also argues that the “foundation” of the Companies’ application is their claim that

a decisic;n is needed as soon as possible to “capture low energy and capacity rates through
competiijiive bids received in October 2012 and extending out to the 2015/2016 deliveryéyear.”
(Motion |p 3.) The Companies have never said that they wish to conduct auctions for ai ee
year product so that they can lock in low capacity prices. (See, e.g., Companies’ Respopse to
AEPR Iﬁterrogatory No. 12 (explaining the Stipulation statement that ESP 3 will capturé
generation at historically low prices by stating: “The wholesales forward energy markei is
currently trading at a lower level than it has in nine years.”); Companies’ Response to dCC
Intenogétory 43, Attachment 1 (displaying forward energy prices in PJM), both attacheél as
Exhibit ¢) Instead, the Companies’ proposal is designed to smooth out potential increases in
SSO prices associated with increased capacity prices by replacing the one year purchasg this
October land next January that is approved in ESP 2 with laddering in a three year purchwhse. (See
Companies’ Updated Response to AEPR Interrogatory 11.7, attached as Exhibit D.) |
ALEPR further asserts that the Companies have “refused to respond to virtually a
requests for information concerning its typical bill analysis and assumptions regarding energy
and capacity prices[.]” (Motion p. 5.)2 But, as the Companies demonstrated in their
Mernorat;ldum Contra AEPR’s Motion to Compel (filed contemporaneously herewith), billing

impacts i)ased on the results of the Companies’ last auction have been provided via supplemental

| .
2 The Companies did supplement AEPR 1-11.7 on May 29, 2012, by providing information comparing the
smoothing|effect of the Companies’ proposal in ESP 3 with the outcome if the proposal is not accepted.

i




infomatiion filed on May 2, 2012. The use of such prior auction data to show billing in}lpacts
was appf}oved by the Commission in ESP 2. (ESP 2 Testimony of Robert Fortney; Opinion and
Order dated Aug, 25, 2010, p. 46-47.)

’ﬁ‘he above discussion is not exhaustive; we present but a few examples of the numerous
errors in AEPR’s motion. Simply put, AEPR’s motion is rife with misleading information.
More to the point, there is nothing in these errors and misstatements that merits a delay in the
hearing of this case. The hearing should begin as scheduled on June 4, 2012.

II1. éONCLUSION

For the above reasons, AEPR’s motion does not justify an extension of the curremt
procedural schedule for this proceeding. The Companies respectfully request that hearing

proceed as scheduled on June 4, 2012, and that all other applicable dates remain in place.
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CERTIFICATE OF SERVICE
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"Garrett.Stone@bbrslaw.com” <Garrett.Stone@bbrslaw.com>, "gregory. dunn@lcemlllér com"
<gregory.dunn@jicemiller.com>, "GKrassen@Bricker.com” <GKrassen@Bricker. com>
"jbowser@mwncmh.com” <jbowser@mwnemh.com>, "Lang, Jim" <JLang@Calfee.com>,
"korkosza@firstenergycorp.com” <korkosza@firstenergycorp.com>, "mhpetricoff@vorys.com”
<mbhpetricoff@vorys.com>, "Mike.Lavanga@bbrslaw.com” <Mike.Lavanga@bbrslaw.com>,
"MKurtz@bkllawfirm.com" <MKurtz@bkllawfirm.com>, "mparke@firstenergycorp.com”
<mparke@firstenergycorp.com>, “murraykm@mwncmh.com" <murraykm@mwncmh.com>,
"MWarrock@Bricker.com" <MWarnock@Bricker.com>, "Ray.Strom@puc.state.oh.us"
<Ray.Strom@puc.state.oh.us>, "ricks@ohanet.org" <ricks@ohanet.org>,
"TQBrien@Bricker.com” <TOBrien@Bricker.com>, "trent@theOEC.org" <trent@theOEC.org>,
"VLeach-Payne@mwncmh.com" <VLeach-Payne@mwncmh.com>,
"burkj@firstenergycorp.com” <burkj@firstenergycorp.com>, "jpmeissn@lasclev.org”
<jpmeissn{@lasclev.org>, "robert.fortney@puc.state.oh.us" <robert.fortney@puc.state.oh.us>,
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<dsullivan{@nrdc.org>, "callwein@wamenergylaw.com <caliwein@wamenergylaw com>,
"Imcalister@bricker.com" <lmcalister@bricker.com>, "matt@matthewcoxlaw.com” !
<matt@matthewcoxlaw.com>, "greg.lawrence@cwt.com" <greg. lawrence@cwt com>,:
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EXHIBIT A



PJM power capacity auction may be worth over $10 bin
Reuters

New York, NY

Scott DiSavino

05/09/2012

May 9 (Reuters) - U.S. electric grid operator PJM hopes to
secure at least }1 60,000 megawatts (MW) of power resources for
the 2015/2016 delivery year in a capacity auction this week
potentially worth more than $10 billion, according to energy
experts. i

PJM opened its capacity auction, which the grid operator
calls a Base Residual Auction (BRA), on May 7. PJM said it will
post the results{aﬂer the auction closes on May 11.

If the auction clears between $150-$190 per MW-day, as
analysts expect, the accepted generation resources could receive
between $8.7 billion and $11.1 billion for 2015-2016.

PJM operates the nation's biggest power grid serving 60
million people in 13 U.8. Mid-Atlantic and Midwest states and
the District of Columbia.

The capacity auction, known in PJM as the Reliability
Pricing Mode! (RPM), procures power resources to support
forecast demand three years in the future. The resources include
planned and existing power plants, demand response and energy
efficiency programs.

PJM posts one price for the entire grid known as the
Regional Transmission Operator (RTO) price and separate
iocaticnal pricesg for regions with forecast transmission
constraints., |

Ron Norman| an energy industry expert at PA Consulting, a
consulting ﬂrm.li?recasts an RTO-wide capacity price in the
$160-$190 per megawatt-day (MW-day) range.

U.S. power analysts Daniel Ford and Gregg Orrill at Barclays
Capital, a Britisrh investment bank, said in a report they expect
the RTO to clear in the $150 per MW-day range.

That would be higher than the RTO-wide capacity price of
$125.99 per ny -day in last year's auction for the 2014/2015
delivery year.

That means q 100-MW power plant that was accepted in the RTO
region in the 2014/2015 auction would receive about $12,600 a
day or about $4L6 million for the delivery year in capacity
payments. !

Norman, of PA Consulting, expected most of the PJM grid
would clear at tlj\e RTO price except for FirstEnergy Corp's
American Transmission System Inc (ATSI) zone in Chio.

Norman said the ATSI zone would likely clear at a premium
north of $250 per MW-day in large part because the FirstEnergy
region could seé the retirement of several mostiy older,
coal-fired powet plants, which will tighten reserve margins in
that area. See



The Barclayé analysts also expect the ATSI zone to clear at
a premium to tﬂe RTO in the $250-$300 per MW-day or more range
due to the plant shutdowns.

Barclays also said New Jersey power company Public Service
Enterprise Gro(,lp Inc's Public Service zone in New Jersey
could clear separately from the rest of the RTO in the $165-$187
per MW-day ralhge.

COAL PLANTS TO RETIRE

Energy com;ianies have asked PJM for permission to retire
about 15,000 MW of mostly coal-fired generating capacity from
the 2015-2016 auction in part to comply with stricter federal
environmental ﬁules.

For a Factbox on coal units to retire, see

Norman said;the retirement of all 15,000 MW was unlikely,
but noted retirei'nents in the 7,000 MW to 9,000 MW range were
possible.

Last week, FirstEnergy said PJM told the company to keep
three old, coal-fired plants in Chio capable of generating about
885 MW in seMice to maintain reliable supplies of electricity.
The plants had been earmarked for retirement this year.

Norman said the premium capacity price for the FirstEnergy
ATSI zone would likely be a short term phenomenon. He said the
ATSI price ooul'p collapse to the RTO price in the 2016/2017
auction if transmission upgrades continue to move forward,
making it easier'r to transmit more power into and out of the ATSI
area,

The foIIowinq table reflects historic RTO-wide capacity
clearing prices. Capacity prices in some transmission
constrained regjons ware higher than the RTO-wide price,
according to a report by PJM.

Year  RTOPrice  Capacity Reserve
(MW-day) (MW) Margin

2007-8 $4d.80 129,409 19.2 pot

2008-9  $111.92 129,598 17.5 pet
2009-10 $10b.04 132,232 17.8 pct
2010-11 $174.29 132,190 16.5 pct
201112 $111KJ.00 132,221 18.1 pet
2012-13 $16:l46 136,144 20.9 pct

201314 §27:73 162,743 20.2 pet



2014-15  $125.99 149,975 19.6 pet

(Reporting By }§cott DiSavino; Editing by Alden Bentley)
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2015!20i16 Delivery Year Summary of Auction Results

Capacity] Cleared & Resource Clearing Prices

BaEaResldu

168,
** Qbligation affected by FRR quantities.




EXHIBIT C



AEPR Set 1
Witness: Ridmann
‘ Case No. 12-1230-EL-SSO
' Ohio Edison Company, The Cleveland Electric llluminating Company and The Toledo
\ Edison Company for Authority to Establish a Standard Service Offer Pursuant to R.C. §
4928.143 in the Form of an Electric Security Plan

RESPONSES TO REQUEST
AEPR Set 1 - Page 3 of the Stipulation states that ESP-3 will “capture a potentially graater amount
INT-12 of generation at historically lower prices for the benefit of customers.”

12.1 Please explain the basis for this statement.
12.2  Please identify the period(s) that in comparison have had higher
historical prices than the period(s) that have comparhbly lower
prices as described in the statement.
12.3  Explain how the historic price for generation impactd future prices
for customers.

Rekponse: 12.1 The wholesale forward energy market is currently trading dt a lower level
! than it has in at least nine years. Wholesale market forwards are ohe of the major
i factors that impact the resulting CBP price. :
12.2 Please see response to AEPR Set 1-Int-12.1. ‘
| 12.3 Please see response to AEPR Set 1-Int-12.1. i
i ‘
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EXHIBIT D



AEPR $et 1
Witness: Ridmann

Case No. 12-1230-EL-SSO '
Ohio Edison Company, The Cleveland Electric Hluminating Company and The Toledo
- Edison Company for Authority to Establish a Standard Service Offer Pursuant to R.C. §
| 4928.143 in the Form of an Electric Security Plan

‘ RESPONSES TO REQUEST

t
A%PR Set1- At the bottom of page 2 of the Stipulation the claim is made that !
INT-11 ESP-3 will ". . .smooth[] out generatlon prlces and mltlgate[][
volat|I|ty in generation pricing . i
11.1What is the basis for the statement? t
11.2 Please confirm whether the proposed auction in Octobqu 2012 of 17 of
the 100 tranches for the period June 2013 through May 2016 supports
this statement, and if so please explain why. ,
, 11.3Please confirm whether the proposed auction in January 2013 of 17 of
! the 100 tranches for the period June 2013 through Ma;yLmG supports
this statement, and if so please explain why. i
11.4What are FE's projected generation prices (both capaciki and energy)
for each year of the two-year extension period? ‘
11.5What are FE's prOJected generat:on prices (both capaclty and energy)
for each year remaining in the current ESP period?
11.6 Were projections made by customer class? Provide the projections if
done by customer class.
11.7 What analyses were performed to determine that the plah would
smooth generation prices and mitigate volatility? Provide those

analyses.
Refponse; 11.1 The Company believes there is the potential for higher prices during the life of the
proposed ESP due to a number of factors including but not limited to load growth,

2014 and does not provide for any generation purchases beyond that date.

11.2 The Companies believe that the proposed auction in October 2012 for 17 of the
100 tranches for the period June 2013 through May 2016 will smooth out
generation pricing for retail customers. This will be in combination with a proposed
auction in January 2013 for an additional 17 of the 100 tranches for the period June
2013 through May 2016. As the current ESP stands today, the Gompanies will
have na tranches purchased for delivery starting on June 1, 2014 dubjecting their
retail customers to the potential for a significant price change on that date. The
proposed ESP blending of potentially lower prices from June 2013 through May
2014 with the potentiaily higher prices of the following two years may mitigate
volatility in retail generation pricing.

11.3 Please see response to AEPR Set 1-INT-11.2.

11.4 The Companies have no such projection.

11.5 The Companies weighted wholesale CBP price starting June 1, 2012 is
$53.37/MWh. The Companies have no forecast for the 34 tranches that need to be
procured for delivery commencing on June 1, 2013,

11.6 Projections are not made by customer class.

11.7 No such analyses were performed.

plant retirements and environmental upgrades. The current ESP lends May 31,

\ Supplemental Response Dated 5/29/12

1 Please see AEPR Set 1-INT-11.7 Attachment 1
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