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l. INTRODUCTION

On June 29, 2015 Ohio Power Company (“AEP-Ohio”) and the Ohio Manufacturers’
Association Energy Group (“OMAEG”) filed Applications for Rehearing of the Public Utilities
Commission of Ohio’s (“Commission”) Second Entry on Rehearing in AEP-Ohio’s electric
security plan (“ESP”) case. Direct Energy Services, LLC and Direct Energy Business, LLC
(“Direct Energy”) hereby files its Memorandum Contra AEP-Ohio’s and OMAEG’s respective
Applications for Rehearing in this proceeding. Direct Energy’s decision to not address any
aspect of AEP-Ohio’s or OMAEG’s Applications for Rehearing or any of the other Parties’
Applications for Rehearing should not be construed as agreement with those respective
Applications for Rehearing. Direct Energy also supports and agrees with the Memorandum
Contra filed by the Retail Energy Supply Association (“RESA”) in this docket.

In its Opinion and Order, the Commission approved the concept of a purchase of
receivables (“POR”) program for AEP-Ohio and ordered that several items be worked out in the
market development working group (“MDWG”). However, the Commission did issue five (5)
directives related to the POR program, including that : (1) receivables must be purchased at a
single discount rate that applies to all CRES providers; (2) only commodity-related charges may
be included in the POR program; (3) participation in the POR program by competitive retail
electric service (“CRES”) providers that elect consolidated billing must not be mandatory; (4) a
detailed implementation plan should be filed with the MDWG, with a proposal subsequently filed
for the Commission’s consideration; and (5) AEP is authorized to establish a bad debt rider

(“BDR”) initially set at zero."

! Opinion and Order at XX.



In its Second Entry on Rehearing, the Commission affirmed that a POR program should
be approved for AEP-Ohio.”? The Commission also confirmed that only-commodity related
charges may be included in AEP-Ohio’s POR program, clarifying that commodity-related
charges means charges that are directly tied to the actual cost of generation and does not include
early termination fees, which are not a necessary component of generation service.® The
Commission also reaffirmed that AEP-Ohio cannot compel a CRES provider to participate in its
POR program, observing that CRES providers should be able to utilize AEP-Ohio’s consolidated
billing without having to participate in the POR program.*

1. ARGUMENT

A. The Commission should deny, in part, AEP-Ohio’s Application for Rehearing
regarding establishment of a POR program.

As a threshold matter, AEP-Ohio reads the Commission’s Opinion and Order and Second
Entry on Rehearing as a discretionary program it may implement if it chooses.> AEP-Ohio
evidently interprets the Commission’s Opinion and Order directing “that a POR program should
be approved” and verbage whereby the Commission “authorize[s]”” AEP-Ohio to establish a POR
program, as well as the Second Entry on Rehearing confirming “a POR program should be
approved for AEP-Ohio,” as an optional program.® The Opinion and Order and Second Entry on
Rehearing never describe the authorized POR program as optional or voluntary and the intent of
the Commission to require AEP-Ohio to implement a POR program is evident. The Commission
should make clear that AEP-Ohio must implement a POR program under whatever conditions the

Commission sets.

> (EOR at 35).

® (EOR at 37).

* (EOR at XX).

> AEP-Ohio Application for Rehearing at 18 (“AEP-Ohio would be willing to implement”; “implement this
voluntary program”; “viable option it is willing to implement”; “ultimately it is AEP Ohio that must decide if it can
and will offer this program.”).

¢ Opinion and Order at 80; Second Entry on Rehearing at 35.

3



Next, AEP-Ohio asks the Commission to “leave open the option for change to the
direction provided in its findings” as a result of what may be recommended by the MDWG
subgroup working on the implementation details of AEP-Ohio’s POR program.” AEP-Ohio
notes it is not attempting to seek its initial plan with no discount rate and recovery of all costs
through a bad debt rider for all AEP-Ohio’s services, but observes the process of starting from
scratch and developing a new program based on a discount rate may create new challenges that
requires flexibility beyond that ordered in the Orders to date.® Next AEP-Ohio asks for the
flexibility for the subgroup to “raise whatever issues necessary that increases the chance that a
plan can be developed that AEP-Ohio is willing to implement” and a clarification that the
MDWG subgroup is free to develop a discount rate program that AEP-Ohio is willing to
implement.’

Direct Energy is not opposed to providing the POR working group some flexibility as it
relates to a mandatory POR program for AEP-Ohio. However, such flexibility should not be
unfettered. Specifically, the Opinion and Order acknowledged Direct Energy’s arguments that
AEP-Ohio’s POR proposal should be modified to either allow for continued billing and
collection for non-POR items (outside of the POR/collections process) even if a CRES provider
participates in POR or AEP-Ohio to allow CRES providers to continue to participate in utility
consolidated billing and not participate in its POR program.’® This optionality ensures the utility

consolidated billing functionality currently available to CRES providers related to

non-commaodity products and services is not taken away from CRES providers.

" AEP-Ohio Application for Rehearing at 18.

& AEP-Ohio Application for Rehearing at 18.

° AEP-Ohio Application for Rehearing at 19.

1% Opinion and Order at 79. Direct Energy based its position on the fact that AEP-Ohio’s POR proposal would have
eliminated the current option for shopping customers to be billed by AEP-Ohio for additional products and services
outside of their ordinary commodity service as well as the preference for customers to receive a single bill for
commodity with the other products and services. Opinion and Order at 79.
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The Commission chose the latter option in its Opinion and Order.** The Commission
should clarify that the MDWG can choose a program that selects the former rather than the latter,
but it must choose one of the options. Choosing neither should not be permitted. The valid legal
and policy reasons underlying the Commission’s decision still exist and there is no reason to
reverse course. Either option accomplishes these objectives. Direct Energy would support either
option but cannot support flexibility that would allow the MDWG subgroup to eliminate this
aspect of the POR program, as ordered in the Opinion and Order and affirmed in the Second
Entry on Rehearing.

B. If the Commission grants OMAEG’s Application for Rehearing regarding alleged

double collection of non-bypassable transmission costs, the Commission should
ensure all possible causes of the alleged double recovery are reviewed.

In its Application for Rehearing, OMAEG alleges it was unreasonable for the
Commission to dismiss requests for rehearing concerning double billing for transmission-related
expenses inasmuch as customer are seeing increases in transmission charges.”> OMAEG alleges
that, “in practice, it appears that providers have not adequately ensured against double recovery
of transmission-related costs for a number of customers as customers have experienced increases
in transmission-related costs due to the transition.”*> OMAEG further observes that it “appears
that double billing is occurring or there is some other unanticipated consequence associated with
the transition.”* Finally, OMAEG asks the Commission to direct “AEP, CRES providers, and
Staff to implement, within 30 days of the issuance of the EOR addressing the applications
submitted today, a process for determining which provider, whether AEP or the CRES, will

charge certain affected customers the transmission-related charges at issue” and for an order that

1 Opinion and Order at 80.

2 OMAEG Application for Rehearing at 13.
3 OMAEG Application for Rehearing at 14.
Y OMAEG Application for Rehearing at 14.



AEP, CRES, and Staff work together to ensure “no customer is charged more for transmission-
related expenses than what they otherwise would have been charged under the prior ESP and
established TCRR rider.”*®

Direct Energy customers have raised similar concerns to Direct Energy. Direct Energy
continues to support the Commission Order approving the Basic Transmission Cost Rider
(“BTCR”) and the charges recovered through that rider. However, Direct Energy also wants to
ensure the correct methodology is applied to the BTCR and there is no double recovery. Direct
Energy is not opposed to a process to ensure customers are not double-billed for the movement of
certain transmission-related costs to the BTCR, but the Commission should ensure all possible
causes of the unexpected increases are explored. Direct Energy’s investigations revealed the
cause of this issue may not be double billing by CRES providers. Rather the cause could also be
the rate design of the BTCR including both a demand and energy charge or could be a large
increase in transmission-related costs in July 2014 that perhaps was not captured in a 2014
transmission cost recovery rider (“TCRR”) update and therefore the under-recovery was added
into the BTCR effective June 1, 2015. The Commission should ensure all causes of the possible
double collection are objectively explored and any group studying the possible double collection
should not start from the premise the problem lies with CRES providers failing to remove these

costs from their prices.

I1l. CONCLUSION
Direct Energy asks the Commission to only grant the Applications for Rehearing under

the conditions described within this Memorandum Contra.

> OMAEG Application for Rehearing at 14-15.
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