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On August 29, 2012, Duke Energy Ohio, Inc. (Duke) filed an application with the
Commission seeking, among other things, an order from the Commission “establishing
the amount of the cost-based charge, pursuant to Ohio’s newly adopted state
compensation mechanism, for the provision by Duke Energy Ohio of capacity services

sl

throughout its service territory. . . Because the disposition of this and other issues in
these proceedings may adversely affect its interests, Ohio Power Company (AEP Ohio)
filed a motion to intervene on October 16, 2012, which was contested by Duke Energy
Ohio and remains pending before the Commission. AEP Ohio files its comments herein
to briefly reiterate its positions and reserves the right to file reply comments.

Duke’s entire Application is premised entirely upon the characterization and

application of the Commission’s decision in AEP Ohio’s capacity docket, Case No. 10-

: August 29, 2012 Duke Application at § 2 (internal quotations omitted).



2929-EL-UNC. As Duke itself has stated that is Application is “designed to mirror that
which was recently set in place by the Commission for another, similarly situated

9,2

utility.”” Duke has also stated that its Application “merely seeks arithmetic calculations

and the application of an outcome that has already been found to be just and reasonable.”
Thus, not only is Duke’s Application inappropriately premised on the decision in AEP
Ohio’s case already being applicable to Duke but the proposal also hinges on a faulty
determination that AEP Ohio and Duke are similarly situated.

AEP Ohio fully expects that the Commission is capable or recognizing any
manipulations or misapplications of the Commission’s own decision regarding AEP
Ohio’s capacity charges but also respectfully submits that AEP Ohio’s participation in
this docket will facilitate that outcome. For example, the Commission has independently
refuted Duke’s key mischaracterization of the 10-2929 decision through its recent Entry
on Rehearing in that case. Specifically, contrary to Duke’s prevalent and repeated
assertion in this case that the 10-2929 decision created a statewide SCM that applies
equally to Duke and AEP Ohio, the Commission unequivocally stated:

The Commission initiated this proceeding solely to review AEP-Ohio's

capacity costs and determine an appropriate capacity charge for its FRR

obligations.

10-2929 Entry on Rehearing at 32 (emphasis added). See also id. at 58 (“This proceeding

was initiated by the Commission for the purpose of reviewing AEP Ohio’s capacity

charge for its FRR obligations.”)

% See Duke’s September 13, 2012 Memorandum in Opposition to FirstEnergy Solutions Corporation’s
Motion to Intervene at 2 (emphasis added).

3 Duke’s Memorandum in Support of Motion to Vacate the October 3, 2012 Entry at 5-6. See also
Application at 3; Application for Review and Interlocutory Appeal at 8.



Duke has argued that the RAA “does not provide for the development of multiple
compensation mechanisms in a single state” and claims that the 10-2929 decision “did
not direct the establishment of a state compensation mechanism that is restricted in its
application to only AEP Ohio.” Duke’s Memo Contra AEP Ohio’s Intervention at 3-4.
As already demonstrated above, Duke is clearly wrong about the Commission’s intended
scope of the SCM created for AEP Ohio in the 10-2929 case. AEP Ohio submits that
Duke is also wrong about the unduly restrictive interpretation of the RAA. There can be
no question that the RAA contemplates and permits a cost-based SCM based on the FRR
entity’s cost of providing capacity; it is obvious that a cost-based rate will vary by FRR
entity. Thus, Duke’s suggestion that the RAA requires statewide uniformity is baseless.
Indeed, Duke itself has already stated in this case that it seeks a different rate than what
AEP Ohio received based on the same formula.* In short, Duke’s continued and
pervasive misapplication of the 10-2929 decision and record only serves to reinforce AEP
Ohio’s stated interest to further participate in this case.

Duke has mischaracterized the decision in 10-2929 in advancing its own proposal
in this case. Specifically, Duke has repeatedly characterized the 10-2929 decision as
“adopting a new state compensation mechanism for FRR entities in Ohio” and as finding
that “such entities should not be insufficiently compensated or exposed to an unusually
low return on equity as a result of [FRR] obligations.”> These statements inaccurately
portray the 10-2929 decision and findings as a generic decision that is applicable
throughout Ohio to all FRR entities. Beyond the unique and highly fact-specific context

of the issues that have been extensively litigated over the past two years in Case No. 10-

* Duke’s Memorandum in Support of Motion to Vacate the October 3, 2012 Entry at 5-6. See also
Application at 3; Application for Review and Interlocutory Appeal at 8.
> Duke’s Memorandum in Support of Motion to Vacate the October 3, 2012 Entry at 5.



2929-EL-UNC and related proceedings before the Federal Energy Regulatory
Commission, the Opinion and Order in 10-2929 was very clear that the adjudicated result
was intended to apply only to AEP Ohio and was based on the evidentiary record
developed only as it relates to AEP Ohio.

For example, the Commission found that ““it is necessary and appropriate to
establish a cost-based state compensation mechanism for AEP Ohio... We conclude that
the state compensation mechanism for AEP Ohio should be based on the Company’s
costs.”® The decision went on to make extensive and detailed findings about AEP Ohio’s
specific costs that could not have any possible application to Duke.’ Similarly with
respect to Duke’s assertion regarding the potential for a low return on equity based on
RPM pricing, the 10-2929 decision concluded based on specific evidence of AEP Ohio’s
expected earnings for the particular time period in question that “AEP Ohio may earn an
unusually low return on equity of 7.6 percent in 2012 and 2.4 percent in 2013, with a loss
of $240 million between 2012 and 2013 (AEP Ohio Ex. 104 at 3-5, Ex. WAA-1; Tr. III at
701.)°°

In sum, the Commission should continue to reject Duke’s invitation to
mischaracterize the record and decision in 10-2929. The Commission should not apply
the decision in AEP Ohio‘s 10-2929 case here as that record and decision were the
product of extensive litigation that was focused solely on AEP Ohio. Rather, the
Commission should independently decide Duke’s Application based on the unique facts

and characteristics that apply to Duke as reflected in this record.

¢ July 2, 2012 Opinion and Order at 22 (emphasis added).
7 1d. at 33-36.
 Id. at 23.



CONCLUSION
AEP Ohio respectfully requests that the Commission consider the comments set
forth above.
Respectfully submitted,
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