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(13) The Commission has jurisdiction in this matter pursuant to
Sections4905.04, 4905.05, and 4905.06, Revised Code.

(14) The state compensation méchanism for AEP-Ohia, as set forth
herein, is just and reasonable and should be adopted.

ORDER:

Tt is, therefore,
ORD'ERED,‘ That JEU-Ohio’s motion to dismiss this case be denied. It is,further,

ORDERED, That the motion for permission to appear pro hae vice instanter filed by
Derek Shaffer be granted. Itis, further,

ORDERED, That the state compensation mechanism for AEP-Ohio be adopted as set
forth herein. Itis, further,

ORDERED, That AEP-Ohio be authorized to defer its incurred capacity costs not
recovered from CRES provider billings to the extent the total incurred capacity costs do not
exceed $188.88/MW-day. It is, further,

ORDERED, That the interim capacity pricing mechanism approved on March 7, 2012,
and extended on May 30, 2012, shall remain in place until the earlier of August 8, 2012, or
such time as the Commission issues its opinionand order in 11-346, at which point the state
compensation mechanism approved herein shall be incorporated into the rates to be
effective pursuant to that order. It is, further;

ORDERED;, That nothing in this opinion and order shall be binding upon this
Commission. in any future proceeding or investigation involving the }ustness or
reasonableness of any rate, charge, rule; or regulation. It is, further,
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 ORDERED, That a copy of this opinion and order be served upon all parties of record
in this case.
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BEFORE
THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Commission Review of )
the Capacity Charges of Ohio Power )
Company and Columbus Southern Power )
Company: )

Case No. 10:2920.EL-UNC

CONCURRING OPINION
OF COMMISSIONERS ANDRE T. PORTER’AND LYNN SLABY

The majority opinion and order balances the interests of consumers, suppliers, and
AEP-Ohio. It provides certainty for consumers and suppliers by resolving questions about
whether: there will be a competitive electricity market in the AEP-Ohio territory,
specifically, and across this state, generally. It does so by establishing a state compensation
mechanism pursuant to which competitive retail electric suppliers have access to RPM-
based market capacity pricing, which will encourage competition among those suppliers,
resulting in the benefit to consumers of the lowest and best possible electric generation rates
in the AEP-Ohio territory.

Moreover, it recognizes the important function and commitment of AEP-Ohio as a
fixed resource requirement entity having dedicated capacity to serve consumers in its
service territory. However, these resources are not without cost. Accordingly, the order
allows AEP-Ohio to receive its actual costs of providing the capacity through the deferral
mechanism described therein, which we have determined, after thorough consideration of
the record in this proceeding; to be $188.88/MW-day. This result is a fair balance of all
interests because rather than subjecting AEP-Ohio to RPM capacity rates that were detived
from a market process in which AEP-Ohio did not participate, the order allows AEP-Ohio
to recover the costs of the agreement to which it was a participant— dedzca’ang its capacity
to serve consumers in its service territory. Our opinion of this result, in this case, should not
be misunderstood as it relates to RPM; by joining the majority opinion, we do not, in any way,
agree to any description of RPM-based capacity rates as being unjust or unreasoriable.

Finally, while we prefer to have the staté compensation mechanism effective as of
today, we join with the ma;onty in setting the effective date of August 8, 2012, or to coincide
with our as-yet unissued opinion and order in Docket No. 11-346-EL-SSO, whickever is
earlier. In an attempt to balance the deferral authorization created in this proceeding and
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the anticipated mechanism to be considered as part of Docket No. 11-346-EL-SSO to
~ administer the deferral, we agree that it is equitable to tie the decision being made in this
order to that in 11-346-EL-550. However, we caution that the balance is only achieved
within an expeditious resolution of the 11-346-EL-SSO docket by August 8, 2012.

/. 4/%

Andre ﬂ" Porter

ATP/LS/s¢

Entered inthe ]oumeﬂ

JUL 02 2012

Jgﬁﬁﬁmfﬂw

Barcy F. McNeal
Secretary



BEFORE
THE PUBLIC UTILITIES COMMISSION OF CHIO

In the Matter of the Commission Review of )
the Capacity Charges of Ohio Power )
Company and Columbus. Southern Power )
Company. )

Case No. 10-2929-EL-UNC

CONCURRING AND DISSENTING OPINION
OF COMMISSIONER CHERYL L. ROBERTO

- L join my colleagues in updating the state compensation method for the Fixed
Resource Requirement from that originally adopted implicitly in AEP-Ohio’s first ESP case;
Case No. 08-917-EL-SS0, et al., and explicitly in this matter to a cost-based rate of
$188.88/ MW-day.

I depart from the majority, however, in the analysis of the nature of the Fixed
Resource Requirement and, as a result, the basis for the Commission’s authority to update

the state compensation method for the Fixed Resource Requirement.

Additionally, I dissent from those portions of the majority opinion creating a deferral
of a portion of the authorized cost-based Fixed Resource Requirement rate adopted today.

What is a Fixed Resoutce Requirement?

In order to asstire that the transmission system is reliable, PJM requires any one who
wishes to transmit electricity over the system to their customers! to provide reliability
assurance that they have the wherewithal — or capacity ~ to use the transmission system
without crashing it or otherwise destabilizing it for everyone else? The protocols for
making this demonstration are contained in the Reliability Assurance Agreement. Each
transmission system user must show that they possess Capacity Resources sufficient to
meet their own needs plus a margin for safety. These Capacity Resources may include a
combination of generation facilities, demand resources, energy efficiency, and Interruptible

1 These transmission users are known as a “Load Serving Entity” or “LSE” LSE shall mean any entity (or
the duly designated agent of such an entity), including a load aggregator or power marketer, (i) serving
end-users within the P}M Region, and (i) that has been granted the authority or has an obligation
pursuant to state or local law, regulation or franchise to sell electric energy to end-users located within the
PIM Region. Relisbility Assurance Agreement Among Load Serving Entities in the PJM Region, PIM
Interconnection, 1.L.C., Rate Schedule FERC No. 44 (effective date May 29, 2012) (hereinafter Reliability
Assurance Agreement); Section 1.44.

2 Section 5, Capacity Resource Commitment, PJM Open Access Transmission Tariff (effective date June 8,
2012), at 2395.2443.
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Load for Reliability.3 Capacity Resources may even include a transmission upgrade.# The
Fixed Resource Requirement is nothing more than an enforceable agreement that for a finite
period one transmission user will demonstrate on behalf of other transmission users within
a specified territory that sufficient Capacity Resources exist to meet all of their respective
reliability needs. During this period, the transmission user offering to provide the Fixed
Resource Requiremient is the sole authorized means by which a transmission user who opts
to useé this service may demonstrate the adequacy of their Capacity Resources® This
demonstration is embodied in a Fixed Resource Requirement Capacity Plan that describes a
portfolio of the generation, demand resources, energy efficiency, Interruptible Load for
Reliability, and transmission upgrades it plans to use to meet the Capacity Resource
requirements for the territory8 The Ohio Supreme Court has noted that regional
transmission organizations, such as PJM, provide fransmission services through FERC
approved rates and tariffs” Thus, the Fixed Resource Requirement is a commitment to
provide a transmission service pursuant to the tariffs filed by PJM with FERC.

As established in this matter, AEP-Ohio has committed to provide the Fixed
Resource Requirement for all transmission users offering electricity for sale to retail
customers within the footprint of its system. No other entity may provide this service
during the term of the current AEP-Ohio Fixed Resource Requirement Capacity Plan.

Commission Authority to Establish State Compensation Method
for the Fixed Resource Requirement Service

Chapter 4928, Revised Code, defines “retail electric service” to mean any service
involved in the supply or arranging for the supply of electricity to ultimate consumers in
this state, from the point of generation to the point of consumption. For purposes of
Chapter 4928, Revised Code, retail eleciric service includes, among other things,
transmission service® As discussed, supra, AEP-Ohio is the sole provider of the Fixed
Resource Requiremient service for other transmission users operatinig within its footprint
until the expiration -of its obhgahon on June 1, 2015.  As such, this service is a

“noncompetitive retail electric service” pursuant to Sections 4928.01(A)(21) and 492803,
Revised Code. This Commission is empowered to set rates for noncompetitive retail electric
services. While PJM could certainly propose a tariff for FERC adoption directing PJM to

3 Reliability’ Assurance Agreement, Schedule 6, Procedures for Demand Resources, ILR, and Energy
Efficiency.
4 Reliability Assuranice Agreement, Schedule 8.1, Section D.6.

3 Reliability Assurance Agréement, Section 1,29 defines the Fixed Resource Requirement Capacity Plan to
mean a {ong-term plan for the commitment of Capacity Resourtes to satisfy the capacity obligations of a
Party that has elected the FRR Alternative;, as more fully set forth in Schedule 81 to this Agreement,

6 Reliability Assurance Agreement, Section 7.4, Fixed Resource Requirement Alternative;
7 Ohip Consumers' Counsel v. PUCO, 111 Ohio 5t3d, 384, 856 N.E.2d 940 (2006).
8 Section 4928.01(A)27), Revised Code.
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establish a compensation method for Fixed Resource Requirement service, it has opted not
to do so in favor of a state compensation method when a state chooses to establish one.
When this Commission chooses to establish a state compensation method for a
noncompetitive retail electric service, the adopted rate must be juist and reasonable based
upon traditional cost-of-service principles.

This Commission previously established a state compensation method for AEP-
Ohio’s Fixed Resource Requirement service within AEP-Ohio’s initial ESP. AEP-Ohjo
recéived compensation for its Fixed Resource Requirement service through both the
provider of last resort charges to certain retail shopping customers and a capacity charge
levied on competitive retail providers that was established by the three-year capacity
auction conducted by PJM.? Since the Commission adopted this compensation method, the
Ohio Supreme Court reversed the authorized provider of last resort charges, 10 and the
auction value of the capacity charges has fallen precipitously, as has the relative proportion
of shoppers to non-shoppers.

I agree with the majority that the Commission is empowered pursuant to its general
supervisory authority found in Sections 4905.04, 4905.05, and 4905.06, Revised Code to
establish an appropriate rate for the Fixed Resource Requirement service. Ialso agree that
pursuant to regulatory authority under Chapter 4905, Revised Code, as well as Chapter
4909, Revised Code a cost-based compensation method is necessary and appropriate.
Additionally, I find that because the Fixed Resource Requirement is a noncompetitive retail
electric service, the Commission must establish the appropriate rate based upon traditional
cost of service principles, Finally; I find specific authority within Section 4909.13, Revised
‘Code, for a process by which the Commission may cause further hearings and
investigations and may examine into all matters which may change, mOdlfY or affect any
finding of fact previously made. Given the change in circumstances since the Commission
adopted the initial state compensation for AEP-Ohio’s Fixed Resource Requirement service,
it is appropriate for the Commission to revisit and adjust that rate to reflect current
circumstances as we have today. '

“Deferral”

In prior cases, this Commission has levied a rate or tariff on a group of customers but
deferred collection of revenues due from that group until a later date. In this instance; the
majority proposes to establish a rate for the Fixed Resource Requirement service provided

2 Inithe Matter of the Application of Columbus Southern Power Company for Approval of an Eléctric Sem;ify Plan;
an: Amendment fo its Corporate Sepuration Plan; and the Sale or Transfer of Certain Generating Assets, Case No.
08-917-EL-580, et al., Opinion and Order (March 18, 2009), Entry on Rehearing (July 23, 2009); In the Matter
of the Commission: Review of the Capacity Charges of Ohio Power Company and Columbus Southern Power
Company, Case No. 10-2929-EL-1INC, Entry (December 8, 2010).

10 fu re Application of Columbus S. Power Co., 128 Ohio St.3d 512 (2011).
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by AEP-Ohio to other transmission users but then to discount that rate such that the
transmission users will never pay it. The difference between the authorized rate and that
paid by the other transmission users will be booked for future payment not by the
transmission users but by retail electricity customers. The stated purpose of this device is to
promote competition.

As an initial matter, [ am not convinced on the record before us that competition has
suffered sufficiently or will suffer sufficiently during the remaining term of the Fixed
Resource Requirement as the result of the state compensation method to warrant
intervention in the market. If it did, the Commission could consider regulatory options
such. as shopping credits granted to the consumers to promote consumier entry into the
market. With more buyers in the market, in theory, more sellers should enter and prices
should fall. The method selected by the majority, however, attempts to entice more sellers
to the market by offering a significant, no-strings-attached, unearned benefit. This policy
choice operates on faith alone that sellers will compete ‘at levels that drop energy prices
while transferring the unearned discount to consumers. If the retail providers do not pass
along the entirety of the discount, then consumers will certainly and inevitably pay twice
for the discount today granted to the retail suppliers. To be clear, unless every retail
provider disgorges 100 percent of the discount to consumers in the form of lower prices,
shopping consumers will pay more for Fixed Resource Requirements service than the retail
provider did. This represents the first payment by the consumer for the service. Then the
deferral, with carrying costs, will come due and the consumer will pay for it all over again —
plus interest.

I find that that the mechanism labeled a “deferral” in the majority opinion is an

unnecessary, ineffective, and costly intervention into the market that I cannot support.
Thus, Idissent from those portions of the majority opinion adopting this mechanism.
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