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5. Protests of the Unified Plan

36.  Nuomerous entities joined the Regional Pricing Plan Sponsors in protesting the
Unified Plan. Protesters argue that the Unified Plan does not properly recognize regional
use of existing transmission infrastructure, it is contrary to the Going Forward Principles,
and is in clear violation of Commission policy. For example, Front Royal argues that the
Unified Plan does not compensate for region-wide benefits provided by certain
transmission facilities. The Ohio Commission agrees, stating that the Unified Plan does
not recognize regional use of existing transmission infrastructure.

37. Moreover, the Regional Pricing Plan Sponsors argue that license plate rates are
contrary to the Going Forward Principles and, contrary to the Unified Plan Proponents’
assertions, cannot be considered an appropriate long-term pricing structure for the
combined Midwest ISO/PJM region. The Regional Pricing Plan Sponsors note that the
Going Forward Principles were intended to focus parties on developing a long-term
pricing structure and they claim the Commission approved delay of through and out rate
elimination with that in mind.?* Quest Energy LLC and WPS Energy Services
(Quest/WPS) argue that the Unified Plan does not represent a long-term solution to
effectuate a seamless market because it does not provide a known, understood
mechanism to allocate the cost of new transmission facilities.

38.  The Regional Pricing Plan Sponsors and others argue that Commission policy
does not support allocating the entire embedded costs of the transmission system to a
pricing zone’s native load customers. They note that upon moving to an era of open
access transmission service the Commission approved and continued a policy of
allocating transmission costs to parties other than native customers, by approving the use
of through and out rates for export and wheel-through service. The Regional Pricing Plan
Proponents further point out that in many cases involving the elimination of through and
out rates, the Commission has continued a policy of keeping transmission owners
revenue neutral and compensating them for lost through and out rate revenues. They
purport that under the open access regime, transmission owners are expected to plan and
operate their systems with the expectation that they will continue to provide service to
long-term firm transmission customers. The transmission provider is expected to
accommodate these customers’ rollover rights when planning for capacity. Therefore,

5 See Regional Pricing Plan Protest at 2, stating “Nor could throwback rate
designs have been what the Commission had in mind when it accepted the Going-
Forward Principles...”
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they claim, it is appropriate to assign a portion of the cost responsibility to customers
outside of the zone, because those customers are benefiting from access to the facilities
within that pricing zone.

39.  Manitoba Hydro (Manitoba) states since the inception of open access, the use of
existing facilities has changed and that the continuation of rates based on cost causation
principles is not longer just and reasonable. Manitoba states that ratepayers outside the
local zone that benefit from the use of facilities should pay for those facilities, whether

the facilities are existing or new.

40.  The Regional Pricing Plan supporters also argue that the Commission’s approval
of license plate rates for transition periods in ISOs and RTOs does not indicate a
Commission’s blessing for license plate rates in the long run, although the Unified Plan
has proposed just that. On the contrary, Regional Pricing Plan supporters assert that the
Commission has specifically conditioned approval of the use of license plate rates on
their remaining in effect for defined transition periods only, thus recognizing their
ineffectiveness as a long-term solution. They maintain that the Commission has clearly
expressed its desire to reevaluate license plate rate designs even during the approved
transition periods if use of license plate rates will cause abrupt cost shifts or create
barriers to RTO participation.26 The Regional Pricing Plan supporters also state that in
many situations where the Commission has approved use of license plate rates, it has
done so in conjunction with the implementation of mechanisms to mitigate cost shifts
through lost revenue recovery adders or some other load based surcharge. Moreover,
they maintain, in most cases where the Commission has adopted license plate rates there
has generally been a consensus among affected parties favoring such an approach. The
Regional Pricing Plan supporters claim that the Unified Plan neither has a mechanism to
mitigate cost shifts, nor reflects a broad regional consensus favoring use of license plate
rates within the combined Midwest ISO/PIM region,

41.  Additionally, the Ohio Commission indicates its deep concemn about the drastic
cost shifts that could result from eliminating through and out rates and total reliance on
native load ratepayers to make up the loss in revenues. The Ohio Commission notes that
the Unified Plan is completely dependent on the RTOs’ tariff protocols for new
transmission pricing. Without these, the Ohio Commission states, the Unified Plan
would completely lack any method for encouraging transmission investment.
Furthermore, it points out that PJM’s new investment pricing protocol is brand new,

% Regional Pricing Plan Proposal at 20, citing, Alliance Companies, et al.,
99 FERC ] 61,105 at 61,444 (2002).
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Midwest ISO does not even have one in place, and the Unified Plan offers no concrete
way, other than a general promise to file a proposal, for addressing cost recovery of new
transmission that mutually benefits both RTOs.

42.  Ameren and LG&E oppose the transition payments in the Offer of Settlement.
They claim that the proposal to allocate responsibility for funding the transition payments
in Midwest ISO based on proximity to AEP, ComEd and Dayton has not been shown to
be just and reasonable. They state that mere proximity has not been shown to be a just
and reasonable proxy for actual usage of those systems. In addition, Ameren states that
the Unified Plan Proponents incorrectly assert that Ameren has been compensated for
revenues lost due to the elimination of rate pancaking between the RTOs. Ameren
asserts that its settlement of its intra-RTO rate proceeding compensates it for through and
out revenues no longer received from other Midwest ISO transmission owners, but not
for revenues no longer received from PIM transmission owners, including AEP, ComEd
and Dayton. However, that said, Ameren and LG&E state that they would prefer to leave
all lost revenue arguments behind in this proceeding, which the Commission could
achieve if it rejects the Unified Plan and implements the Regional Pricing Plan.

6. Protests of the Regional Pricing Plan

43.  Protesters raise a host of legal, factual, and implementation arguments against the
Regional Pricing Plan. On legal grounds, the Unified Plan Proponents state that the
Regional Pricing Plan Sponsors have failed to carry their burden under section 206
because they have not given adequate support for (1) why the current zonal license plate
structure is unjust and unreasonable, and (2) why the Regional Pricing Plan is a just and
reasonable alternative to the current rate structure. The Unified Plan Proponents
characterize the Regional Pricing Plan as a fundamental change in rate design that would
require substantial justification and support to implement, which the Regional Pricing
Plan Sponsors have not provided. The Unified Plan Proponents also claim that the
Regional Pricing Plan would result in massive cost shifts and, accordingly, cannot be
implemented without an evidentiary hearing. Thus, they assert that the Regional Pricing
Plan is impossible to implement by December 1, the deadline for elimination of through
and out rates.

44.  Numerous protesters contest the Regional Pricing Plan because it severely
disrupts existing rate structures which could interfere with developing markets and
transmission planning initiatives. Multiple protesters attack the usage-based element of
the Regional Pricing Plan. Several parties contest the use of the GE MAPS program, a
proprietary computer based flow model, for rate making. For example, the Unified Plan
Proponents note that the proprietary nature of this model prevents transparency and
validation of the operation of the model, which will be used, in part, to set rates for the
entire combined Midwest ISO/PIM region. Protesters claim that the usage-based
element presents features that could potentially interfere with energy market decision
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making, which they contend is a fatal flaw in a rate design. In addition, they note that
because the usage-based element assigns regional costs in proportion to energy imports,
this leads to rate uncertainty and unpredictability. Protesters argue that the dynamic
nature of power flows will inevitably lead to significant fluctuations in responsibility for
sunk costs when linking allocation of those costs to power flow scenarios.

45.  The Unified Plan Proponents and others also criticize the voltage-based element of
the Regional Pricing Plan. The proposed voltage criteria for regional facilities, according
to the Unified Plan Proponents, are entirely arbitrary and unsupported by any sound
engineering information. Great Lakes Utilities states that the Regional Pricing Plan
Sponsors fail to demonstrate how such high-voltage facilities are any more valuable than
their lower-voltage counterparts from a reliability perspective. The Unified Plan
Proponents also state that, by relying on transmission line investment by voltage to
determine regional allocation, the Regional Pricing Proposal fails to consider the
importance of investment in transmission substations, which accounts for about half of
the total transmission investment in the combined Midwest ISO/PJM region, but which is
not required to be reported by voltage in the FERC Form No. 1.

46.  Some protesters contest the Regional Pricing Plan due to the significant cost
increases they will incur. For example, WPSC/UPPCo argue that the Regional Pricing
Plan must be rejected since it will lead to large transmission rate increases in many
pricing zones throughout the combined Midwest ISO/PIM region, while the Unified Plan
Proponents claim that such cost increases are as much as 50 percent for three pricing
zones, and as much as 30 percent for six other pricing zones. Quest/WPS argue that the
Regional Pricing Plan will have devastating and irrational effects on Michigan customers.
Michigan Electric also contests the Regional Pricing Plan’s cost shift mitigation method
which would use revenues from continued through and out service exiting the combined
Midwest ISO/PIM region to offset the cost increases of some customers, stating that
Michigan Electric would suffer significant revenue shortfalls as a result.

47.  Certain Midwest ISO Unified Plan Proponents®’ argue that Ameren’s participation
in the Regional Pricing Plan violates the GridAmerica Settlement. They claim that the
payments to Ameren under the settlement were meant to be full compensation for lost
revenues related to Ameren’s joining Midwest 1SO. Certain Midwest 1SO Unified Plan
Proponents argue that it is clear that Ameren stands to receive much more revenue under
the Regional Pricing Plan than was agreed to in the settlement and is, therefore,

% See joint comments filed on behalf of Consumers Energy, Detroit Edison,
Madison Gas and Electric Company, Michigan Public Power Agency, Michigan South
Central Power Agency, Wisconsin Electric, Edison Sault , WPSC/UPPCo, (collectively,
Certain Midwest ISO Unified Proponents).
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attempting unilateral renegotiation on the issue of intra-RTO lost revenue compensation
resolved by the settlement. They also criticize LG&E’s decision to support the Regional
Pricing Plan, stating that, as a founding member of Midwest ISO, LG&E is not entitled to
certain regional rate revenues under the Regional Pricing Plan because it has already
agreed to terms of its Midwest ISO membership and completed its transition to
membership in an RTO.

7. Other Comments

48.  Baltimore Gas & Electric Company (BG&E), which does not endorse either
proposal, does state that the Unified Plan is superior because it is less of a departure from
existing practices. However, BG&E cannot fully support the Unified Plan because it
makes broad and sweeping criticisms of any type of regional allocation method for
embedded transmission cost recovery. BG&E contests the Unified Plan Proponents’
attacks on other rate designs that were developed in the settlement discussions but were
not formally filed on October 1. Specifically, BG&E contests the Unified Plan
Proponents’ criticisms of the voltage-based allocation sponsored by BG&E during the
settlement negotiations. BG&E continues to support its voltage-based allocation
methodology and requests that the Commission reopen the settlement procedures to allow
for further reconciliation between the various proposals and further consideration of its
voltage-based allocation methodology. BG&E points out significant differences in the
voltage-based element of the Regional Pricing Plan and the proposal it sponsored during
settlement.

49.  Inits reply comments, BG&E argues that the Regional Pricing Plan is salvageable

and that further settlement proceedings could bridge the gap between the principles of the

Regional Pricing Plan and Unified Plan. It notes that both sides are prone to

compromise, but at this stage each is defending a polarized position: the Regional Pricing <
Plan supporters insisting on flow-based allocations, and the Unified Plan Proponents ‘
insisting on no regional allocation whatsoever. BG&E believes that more focused

settlement proceedings could yield a compromise solution. BG&E notes that the

majority of the opposition to the Regional Pricing Plan is focused on the usage-based

element. Therefore, BG&E proposes combining elements of the two proposals: license

plate rates for existing lower voltage facilities and a regional allocation of existing higher

voltage facilities, in conjunction with assignment of the cost of new facilities under the

respective protocols developed or being developed by PIM and Midwest ISO. It requests

that the Commission provide directed policy principles for use in settling on a permanent

rate solution. For example, it suggests that the Commission could clarify that it expects

some departure from the status quo license plate rates, but could also reject the use of a

usage-based element due to the legitimate arguments raised by protesters. BG&E

indicates that there is no reason why a voltage-based allocation would have to impact the

protocols otherwise developed or being developed for new facilities.
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50.  The Ohio Commission, although generally in favor of the Regional Pricing Plan,
states that it is fully aware of the implementation concerns raised by parties against the
Regional Pricing Plan. Specifically, the Ohio Commission recommends an update and
verification of the GE MAPS model, that the Regional Pricing Plan Sponsors fully
demonstrate to the Commission that the Regional Pricing Plan will not adversely affect
RTO markets, that the Regional Pricing Plan utilize verified and authorized revenue
requirements, and that the proposal should further attempt to mitigate cost shifts whether
or not such cost increases are reflective of use and system benefits. Accordingly, to
allow time for the Regional Pricing Plan Sponsors to address these issues, the Ohio
Commission recommends implementation of the simple and straight forward voltage-
based component of the Regional Pricing Plan for one year until the vsage-based
elements can be further refined and supported. Similarly, the Tllinois Commission
recommends that the Commission implement an interim rate design and establish hearing
procedures to (1) deal with the intricacies and problems of the flow-based pricing
element, (2) address FTR allocation issues under a new pricing regime, (3) address cost
allocation for new transmission investment.

51. Wabash Valley Power Association, Inc. (Wabash Valley) opines that the most
profound cost change it will experience appears not to be related to which of the two
plans is adopted, but rather to an underlying policy that cost responsibility is shifted to
load serving entities without imposing any transmission costs on generators or marketers
who are not load-serving entities. Therefore, Wabash Valley does not fully support either
proposal, but, rather, it notes its concerns regarding both. Wabash Valley argues it will
require years before a true regional component to transmission pricing is achieved under
the Unified Plan’s proposal for new facility pricing. Wabash Valley adds that if the
Unified Plan is not narrowly interpreted to avoid reassigning lost through and out
revenues to license plate zonal rates, then Wabash Valley will experience a large,
unsupported cost increase. Regarding the Regional Pricing Plan, Wabash Valley agrees
with many other protesters on the unsupported nature of the proposal and the many
possible implementation flaws, However, Wabash Valley believes that regional
allocation of transmission costs is a better solution for long-term pricing, and therefore,
recommends that the Commission set the proposal, including the revenue requirements,
for hearing,

52.  Manitoba states that both proposals are unsuitable for long-term transmission
pricing. Manitoba states that the Commission should adopt a rate design for the Midwest
ISO/PIM footprint that: 1) uses a common methodology for new facilities and existing
facilities; 2) allocates costs of facilities to the beneficiaries of those facilities; and

3) recognizes that some portion of the cost of facilities should be allocated to reliability
and socialized through postage stamp rates to reflect wide-spread regional benefits.
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53.  Quest/WPS contend that load serving entities with existing bundled contracts will
be disadvantaged by the move to load based charges. Quest/WPS states that under these
contracts, suppliers deliver power to the border of the sink control area and it is the
supplier who currently pays the through and out rates to move the power to the that
border while the load serving entity pays for the transmission from the border to its load.
Quest/WPS contends that both the Unified Plan and Regional Pricing Plan would
implement load-based charges to allocate regional transmission costs between the two
RTOs, and to account for the elimination of the regional through and out rate, that shift
costs will shift from suppliers to load serving entities under existing bundled delivery
contracts. Quest/WPS notes that the Commission recognized this potentiality when it
approved the SECA and provided a mechanism to address these cost shift concerns.®
Quest/WPS requests that the Commission provide a similar mechanism if it adopts the
Unified Plan or the Regional Pricing Proposal. Duke Energy North America, LLC and
Duke Energy Trading and Marketing, LLC (collectively Duke Energy) responds that the
Commission should reject Quest/WPS’s proposal. Duke Energy argues that, as a general
matter, the issue Quest/WPS raises is a contractual matter between the supplier and the
customer. In any event, Duke Energy continues, the proposals before the Commission,
unlike the SECA, do not provide a basis for the transfer of costs to specific suppliers and,
therefore, are not amenable to the addressing this issue in the same manner that the
Commission did with the SECA.

8. Commission Determination

54.  Inapproving the Going Forward Principles, the Commission permitted the parties
to delay elimination of the through and out rates under the premise that, with the
additional time, the parties would produce a replacement pricing structure that would
eliminate seams and could be implemented on December 1, 2004, without the need for
any kind of transitional mechanism. However, it was agreed that SECA compliance
filings would be made as a backstop to ensure that the through and out rates would not be
eliminated without either a long-term pricing solution or a transitional mechanism. In
addition, as described above, we instituted a new investigation pursuant to section 206 of
the FPA in Docket No. EL04-135-000 with a December 1, 2004 refund effective date.””

55.  Asdiscussed below, we find that neither of the two proposals, including the
Regional Zonal Rate Design, which was filed pursuant to section 205 of the FPA, fully

B Midwest Independent Transmission System Operator, Inc., 105 FERC 61,212
at P 45 (2003).

» See supra note 12.
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meets the requirements of the Going Forward Principles and neither has been shown to be
just and reasonable, but rather they may be unjust and unreasonable, unduly
discriminatory or preferential or otherwise unlawful. Accordingly, we will:

(1) conditionally accept the Regional Zonal Rate Design filed by the Unified Plan
Proponents for filing, suspend it for a nominal period, to become effective on

December 1, 2004, subject to refund (and consistent with the refund effective date
established in Docket No. EL04-135-000) and subject to further orders in the relevant
proceedings; (2) reject the Offer of Settlement contained in that proposal as unduly
discriminatory; and (3) adopt the SECA transition methodolog%/ previously adopted in
our November 17, 2003 Order in Docket No. EL02-111, et al.,* also to become effective
December 1, 2004, the date that regional through and out rates are eliminated as directed
in our prior orders in these proceedings. We also direct compliance filings to implement
the SECA transition methodology, as we explain more fully below.

56. When eliminating through and out rates and pricing regional transmission service
at non-pancaked rates, the Commission has been careful to prevent undue cost shifting
among various transmission owners and customers that make up the ISO or RTO. For
instance, the Commission has rejected proposals to adopt regional postage stamp pricing
for RTOs or ISOs, as this rate design spreads the cost of transmission facilities
throughout the region on a regional average basis, resulting in significant cost shifts from
higher to lower cost regions. Conversely, pure license plate rates, by allocating the costs
of all transmission facilities locally, can result in abrupt cost shifts as the portion of the
transmission revenue requirement that previously was recovered from through and out
service customers under pancaked rates would then be born by customers within the
license plate pricing zone. The Commission reasoned, however, that this was not
unreasonable, as it was balanced by the broader transmission access that became
available under a regional tariff.

57.  Nevertheless, in order to minimize the impact of such cost shifts, the Commission
has generally limited the initial term of license plate rates and allowed use of a transition
mechanism. With respect to the term, the Commission has accepted the use of license
plate rates for an initial fixed period upon the elimination of rate pancaking, provided that
the RTO makes clear how the cost of new facilities will be recovered and demonstrates
that the recovery of the cost of new facilities will promote efficient expansion of the
transmission grid. Before the end of that fixed term, the Commission has required the
RTO and its transmission owners to reevaluate fixed cost recovery policies based on the
factual situation of the particular RTO, and to file with the Commission its

*® Midwest Independent Transmission System Operator, Inc., et al., 105 FERC
761,212 at P 43 (2003).
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recommendations for changes to, or continuation of, those policies beyond the initial
fixed term. The Commission’s policy does not require abandonment of license plate rates
at the end of the initial fixed term, but does require the RTO and its transmission owners
to justify their choice to continue or discontinue using license plate rates, or otherwise
change the method for fixed cost recovery.”® In addition, in order to mitigate abrupt
shifts of the portion of the transmission revenue requirement that previously was
recovered from through and out service customers under pancaked rates to customers
within the license plate pricing zone, the Commission has approved the use of transitional
rate mechanisms providing for recovery of revenues lost due to the elimination of rate
pancaking for a short period upon the adoption of license plate rates.’? Use of license
plate rates, with transitional lost revenue recovery mechanisms, has been approved for
Midwest ISO and PIM for initial fixed terms through January 31, 2008, and May 31,
2005,"’4 respectively.

58.  Itis in the context of these policies and prior decisions that the Commission
evaluates the proposals currently before it. In this case, where the Commission is
addressing inter-RTO rate pancaking, it is appropriate to apply the Commission’s prior
policies for addressing the elimination of rate pancaking within an RTO. Expanding its
existing policy for intra-RTOQ, license plate zonal transmission pricing to address the
elimination of rate pancaking between the two highly interconnected RTOs would be
appropriate as a general matter. The circumstances here make such an inter-RTO rate
design even more appropriate. As the Commission stated in finding the RTOs’ regional
through and out rates unjust and unreasonable, given Order No. 2000’s requirement for
RTOs to eliminate rate pancaking over a region of appropriate scope and configuration,

3 Order No. 2000 at 31,177-78.

32 Soe, e.g., Alliance Cos., et al., 94 FERC 61,070 (2001), order on reh’g,
95 FERC ] 61,182 (2001); PJM Interconnection, LLC and Allegheny Power Co., et al.,
96 FERC { 61,060 (2001); Midwest Independent Transmission System Operator, Inc.,
98 FERC { 61,076 (2002).

B Midwest Independent Transmission System Operator, Inc., 84 FERC {61,231 at
p. 62,167-68, clarified, 85 FERC { 61,250, order on reh’g, 85 FERC § 61,372 (1998)
(requiring filing of superseding rate proposal at least six months prior to end of transition
period so that continued use of license plate rates beyond the initial six-year transition
period, ending January 31, 2008, can be revisited formally).

4 Allegheny Power System Operating Companies, et al., 108 FERC { 61,167
(2004) (order approving settlement extending transition period through May 31, 2005).
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rate pancaking across the Midwest ISO/PJM seam is more correctly viewed as intra-RTO
rate pancaking,® The genesis of this proceeding is, after all, the choices of certain of the
former Alliance Companies to join PIM, and the purpose of the proceeding is to mitigate
the impacts of the RTO configuration that resulted from those choices.

59.  Thus, the Commission finds that the license plate rate design embodied in the
Regional Zonal Rate Design, coupled with an appropriate transition mechanism and re-
evaluation after a fixed period, represents a reasonable approach to pricing transmission
service between the two RTOs upon the elimination of through and out rates, consistent
with the Commission’s regional transmission pricing policies and precedent. The license
plate rates for pricing transmission service between the two RTOs adopted herein is
consistent with the terms of the transition periods previously approved for the RTOs.
License plate rates are currently being used in each RTO for initial fixed terms extending
as far as 2008, at the end of which the rate design will be formally reevaluated. In
contrast, the competing proposals in this proceeding would require that the Commission
revisit and shorten these existing transition periods, which we find unnecessary to address
the issue present under the current circumstances, i.e., inter-RTO transmission service.
While the Regional Pricing Plan Sponsors argue that their local load may need to pay for
the cost of system upgrades to meet load growth that may have been met without
expansion if the capacity were not made available to remote load, we find it speculative
at this point. Moreover, to address such circumstances, the Commission provides for a
formal reevaluation of license plate rates based on the particular facts of the RTO after an
initial period of experience in planning for and providing transmission service on a
regional basis. Such factors should be taken into consideration in that reevaluation based
on concrete experience.

60. As noted above, the Commission does require that proposals to use license plate
rates clearly address how the cost of new transmission facilities will be allocated and how
that methodology will impact efficient transmission expansion. While existing facilities
have been largely constructed to serve the transmission owner’s local load prior to the
advent of regional transmission service, RTO regional planning protocols are intended to
provide a broader regional approach to transmission planning consistent with the regional
approach to transmission access under RTO tariffs. Because license plate rates allocate
the cost of facilities to local load, they can present an impediment to construction of new
facilities that benefit remote load because local regulators with authority over siting of
such facilities are reluctant to approve construction of such facilities if local load will

* Midwest Independent Transmission System Operator, Inc., et al., 104 FERC
4 61,105 at P 35 (2003).

3 Alliance Companies, et al., 100 FERC § 61,137 (2002).
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bear the cost but not receive commensurate benefits. In order to address this potential
problem, the Commission will require the RTOs and their transmission owners to
develop a proposal for allocating to the customers in each RTO the cost of new
transmission facilities that are built in one RTO but provide benefits to customers in the
other RTO. We note that in their Joint Operating Agreement, the Midwest ISO and PIM
have committed to develop just such a methodology for allocating the costs of certain
facilities through their joint regional planning committee.”” Accordingly, we will require
that the RTOs and their transmission owners develop and file within 180days of the date
of this order a proposal for allocating to the customers in each RTO the cost of new
transmission facilities that are built in one RTO but provide benefits to customers in the
other RTO.®

61.  Asnoted above, we have recognized that license plate rates can produce cost shifts
upon the elimination of rate pancaking, and we have found that it is reasonable to adopt
transitional mechanisms to mitigate such costs shifts. We find that the Unified Plan
Proponents have not adequately supported their proposed transition payments, however.
For instance, they have not adequately explained why it is reasonable to provide
payments to AEP, ComEd and Dayton, but not to other transmission owners that will lose
revenues as a result of the elimination of the through and out rates. Nor have they
adequately demonstrated that their proposed method for assigning responsibility for
funding those transition payments based on proximity to the AEP, ComEd and Dayton

¥ Midwest Independent Transmission System Operator, Inc., et al., 106 FERC
§ 61,251 at P 56-57 (2004).

* GridAmerica LLC (GridAmerica) argues that any long-term pricing structure
for the combined Midwest ISO/PIM region must fairly assign costs of new transmission
facilities to beneficiaries, regardless of whether they are located within the owner’s
footprint, and clearly define the allocation of costs to avoid litigation and other project
delays. GridAmerica argues for a formulaic methodology that would eliminate case-by-
case examination and debate over identifying the beneficiaries with the consideration that
beneficiaries can change over time causing a shift in cost allocations. GridAmerica
argues that any process that provides for a case-by-case review, either in advance of the
project, or over time, provides the opportunity to obstruct construction of upgrades that
would relieve constraints or otherwise facilitate competition. Thus, GridAmerica argues,
the Commission should apply a beneficiary-pays principle on a pragmatic basis that uses
an ex ante functional analysis to assign costs of classes of transmission facilities based on
their real world uses. We find that GridAmerica’s ideas are well taken but premature.
They are more appropriately raised once the RTOs and their transmission owners file a
proposal for allocating the cost of new transmission facilities to the customers in each
RTO.
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transmission systems reasonably reflects the benefits that customers will receive from the
elimination of through and out rates. Moreover, as the Regional Pricing Proposal
Sponsors point out, the Commission has already determined the appropriate transitional
rate mechanism to address cost shifts resulting from the elimination of rate pancaking
between the Midwest ISO and PIM, and that is the SECA and the continuation of through
and out rates for existing transactions during the transition period that the SECA is in
effect. The Going Forward Principles provide for “backstop” SECA filings in
compliance with our November 17, 2003 order in Docket No. EL02-111, et al.,39 to be
made on or before November 24, 2004, to take effect December 1, 2004, subject to
nominal suspension and refund, in the event that the Commission does not otherwise
make effective a replacement pricing structure. Consistent with the Going Forward
Principles, we will adopt the SECA methodology previous% adopted in our

November 17, 2003 Order in Docket No. EL02-111, ez al.,™ to take effect December 1,
2004, following a nominal suspension and subject to refund and to further orders in the
relevant proceedings, as a transitional mechanism to accompany the license plate rate
design adopted herein. Consistent with the Going Forward Principles and with our prior
orders adopting the SECA, the SECA shall remain in effect for a transition period
extending through March 31, 2006."' The Commission will direct Midwest ISO, PIM
and their transmission owners to make compliance filings implementing the SECA
methodology adopted herein on or before November 24, 2004, Because the SECA is
designed to recover all of the revenues lost due to the elimination of through and out rates
on December 1, 2004, the proposal by the Midwest ISO transmission owners to adjust the

¥ Midwest Independent Transmission System Operator, Inc., et al., 105 FERC
961,212 at P 43, 97 (2003).

401d.

1 We note that the total scope of lost revenues subject to the SECA in the
combined proceedings in Docket Nos. EL02-111 and EL03-212 would now be
significantly less due to the fact that all individual transmission owners are within RTOs
and the lost revenues at issue are only those associated with crossing the Midwest
ISO/PIM border. The approximate amount of lost revenues at issue before was $325
million/year, according to the October 14, 2004 SECA filing of AEP, ComEd and
Dayton. Adjusting to only include lost revenues associated with inter-RTO transactions
reduces this amount by approximately $110 million/year to a new total of about $215
million/year. In addition, our decision to maintain through and out rates during the
transition period that the SECA is in effect for reservations pursuant to requests made
before November 17, 2003, and for reservations commencing before April 1, 2004, will
further reduce the amount of lost revenues to be recovered through the SECA.
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license plate zonal rates under the Midwest ISO tariff to reflect the reduction in through
and out transmission service revenues is unnecessary, and therefore, we will reject it.
Further, as Quest/WPS recognizes, the SECA adopted by the Commission includes a
mechanism to address its cost-shifting concerns.

62.  Finally, when accepting the use of license plate rates, the Commission requires
that a fixed term be defined, at the end of which the RTO’s fixed cost recovery policies
will be formally reevaluated. PYM’s initial fixed term for use of license plate rates
currently extends through May 31, 2005, and Midwest ISO’s initial fixed term extends
through January 31, 2008. We will adopt a period commensurate with the remaining
term of the Midwest ISO’s initial term for the use of license plate rates to price
transmission service between the two RTOs. # This will allow the RTOs and their
stakeholders time to focus their efforts on efficiently planning and pricing new facilities
to support regional transmission service and also on integrating their markets. The
transparency in both the planning process and market operation that the RTOs will bring
about should provide a strong factual basis to support the reassessment of regional rate
design at the end of this term. Therefore, the RTOs and their transmission owners are
directed to make a filing at least six months prior to the end of this period containing a
reevaluation of fixed cost recovery policies for pricing transmission service between the
two RTOs and proposing a rate design to take effect February 1, 2008. This is a
minimum term before the end of which the fixed cost recovery policies for service
between the RTOs must be formally reevaluated. It is not a mandate that license plate
rates for service between the RTOs must be eliminated at the end of the term. Nor does it
establish a moratorium on rate design changes as is proposed in the Offer of Settlement.

“ Our adoption of an initial fixed term extending through January 31, 2008 for the
use of license plate rates for service between the two RTOs, commensurate with the
transition period for use of license plate rates for service within Midwest ISO, does not
alter the initial fixed term extending through May 31, 2005 for the use of license plate
rates for service within PJM or the obligation of the PYM transmission owners to file on
or before January 31, 2005, a reevaluation of the rate design for intra-RTO service and a
proposed rate design to take effect on June 1, 2005 in accordance with the settlement
approved in Allegheny Power System Operating Companies, et al., 108 FERC § 61,167
(2004). Thus, while we are accepting the use of license plate rates for service between
the two RTOs through January 31, 2008, we are not deciding here whether the use of
license plate rates should continue for service within PJM or whether PJM should adopt
postage stamp rates (i.e. consolidate license plate pricing zones), or some other rate
design, for service within PJM after May 31, 2005.
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63. Wereject the Regional Pricing Plan. This plan requires not only a novel approach
to inter-RTO transmission pricing, but also the restructuring of intra-RTO transmission
service rates in both the Midwest ISO and PIM regions. Because it was filed under
section 206 of the FPA, it would require a finding that the existing rate design for intra-
RTO service in each Midwest ISO and PJM is no longer just and reasonable. However,
our prior orders in these proceedings have not challenged the reasonableness of the
existing rate design for intra-RTO service, and we are not persuaded at this time to
expand the scope of these proceedings to do so.

64.  Moreover, the Regional Pricing Plan Sponsors have not adequately supported their
proposal and, therefore, it cannot be implemented on December 1, 2004. For example,
the proposed voltage-based element is based upon generalizations about the function of
transmission facilities operating at different voltage levels, but contains no analysis of the
actual function of facilities in various areas of the combined region in supporting regional
reliability or regional markets. The proposal also fails to adequately address the function
of substations or demonstrate the reasonableness of allocating substation investment on
the basis of transmission line investment. Nor has the proposal adequately supported
weighting the allocation of facilities below 700 kV by the level of investment in the
voltage class.

65. Inaddition, the usage-based element presents a host of even more serious
questions about the reasonableness of its design, as well as implementation issues that
prevent it from being a viable option as of December 1, 2004. For example, the proposal
does not satisfactorily address how the usage-based allocation will be coordinated with
the assignment of the cost of new facilities to those who benefit from the facilities. It
does not address the implications of including or excluding such facilities from the flow
model. Nor bave the Regional Pricing Plan Sponsors adequately explained why it is
reasonable to allocate none of the zonal transmission revenue requirement regionally
when the zone is a net importer for the hour, It is unclear as to why it is reasonable to
assume that the transmission facilities in a zone in a net import situation provide no role
in facilitating regional service, despite the change in flows on those facilities indicated by
the model. Furthermore, the market and flow model relies upon numerous assumptions
and forecasts that have not been supported and are in dispute. Accordingly, we reject this
proposal as unsupported, However, we remain hopeful that parties in the combined
PIM/Midwest ISO region will continue to develop and refine options for consideration
when the license plate rate design is subject to formal reevaluation, including further
evaluation of the numerous factual and design concerns raised by protesters in this
proceeding concerning the Regional Pricing Proposal.
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66. We direct Midwest ISO and PIM to submit revised tariff sheets by November 24,
2004, to implement the elimination of through and out rates, and adoption of the
replacement rate design, effective December 1, 2004. These filings should: (1) reflect
December 1, 2004, as the effective date for elimination of through and out rates® for
reservations pursuant to requests made on or after November. 17, 2003, for service
commencing on or after April 1, 2004, for transactions to serve load within the other
RTO where transmission service is taken under the open access transmission tariff of the
other RTO; (2) reflect April 1, 2006 as the effective date for elimination of through and
out rates for all transactions to serve load within the other RTO where transmission
service is taken under the open access transmission tariff of the other RTO; and

(3) incorporate the SECA mechanism as the transitional replacement rate effective
December 1, 2004 through March 31, 2006.

C. FTRs
1. Comments

67.  The Unified Plan Proponents do not propose to alter the FTR allocation
methodologies in effect for either RTO, but propose, in the Offer of Settlement, to ensure
that the FTR or Auction Revenue Rights (ARR) entitlements are preserved for existing
Jong-term firm point-to-point transmission service reservations associated with
transactions crossing the Midwest ISO/PJM seam until such time as Midwest ISO and
PIM have integrated their respective FTR allocation processes. The Unified Plan
Proponents state that, if as a result of eliminating through and out rates, the affected
customers were to lose the FTRs or ARRs associated with their service, they would
forfeit some or all of the benefits of elimination of the through and out rates.

68.  The Regional Pricing Plan Sponsors propose to maintain the methodologies
currently in effect for allocating FTRs and ARRs in PJM and Midwest ISO, until PJM
and Midwest ISO have integrated their respective FTR allocation processes, except that
they propose certain principles as a basis for a just and reasonable allocation of FTRs and
ARRs by PIM for customers holding Jong-term firm point-to-point reservations, as
required by the Commission in its orders in Docket Nos. ER04-742-000, EL04-105-000
and ER04-1077-000 relating to the integration of AEP, ComEd, and Dayton into PJM.

3 We define the Midwest ISO through and out rate as the single, system-wide
transmission rate in Schedules 7 and 8, and the Schedule 14 Regional Through and Out
Rate. For PIM, the through and out rate is the single system-wide transmission rate for
non-zone network load in section 34.1 and for delivery to the PJM border in Schedules 7
and 8, and the Transitional Revenue Neutrality Charge (TRNC).
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69. Inarguing against license plate rates, several parties argue that it is inappropriate
to continue to allocate FTRs and ARRs to customers that are no longer paying through
and out rates. The Illinois Commission states that the correct FTR allocation principle is
that those who pay for the embedded costs of the transmission system should receive
FTRs.

70.  WPSC/UPPCo,Wisconsin Electric and Edison Sault submit that the Regional
Pricing Plan Sponsors’ proposed principles violate the Commission’s determination that
both network and point-to-point transmission service should be treated comparably with
respect to FTR/ARR allocations and would need to be modified accordingly.*® They
further assert that the only adequate way of ensuring that there are no seams between the
RTOs as a result of AEP and ComEd joining PIM is the implementation of a single
FTR/ARR allocation mechanism between the two RTOs. WPSC/UPPCo recommend
that the Commission require the filing of a FTR/ARR allocation mechanism by February
1, 2005 that effectively integrates FTR allocation throughout the combined PIM/Midwest
ISO region to eliminate effects of the seam.

71.  American Municipal Power-Ohio, Inc. (AMP-Ohio) states that it provided
transaction information to Unified Plan Proponents for inclusion among the reservations
provided grandfathered FTR status in the Offer of Settlement but that certain AMP-Ohio
transactions were inexplicably omitted from the list filed with the settlement, and
requests their inclusion.

72.  Cinergy notes its prior arguments in these proceedings about the need to address
the potential for hoarding transmission capacity and believes that a procedure to address
the problem should be established before through and out rates are eliminated. Cinergy
requests that the issue of hoarding be addressed in compliance filings addressing the
implementation of the Unified Plan or any other long-term pricing structure the
Commission adopts, or, alternatively, that the Commission establish a technical
conference to address the issue. It describes its concern as a “scheduling issue” or “a
technical detail of rate implementation, not rate design.” Cinergy draws analogies to
section 30.7 of the Order No. 888 pro forma tariff, stating that it establishes requirements
for the designation of network resources, and proposes that transmission customers
should be required to meet similar requirements before being relieved of charges for
through and out service.

“ Wisconsin Electric and Edison Sault protest at 13, citing, PIM Interconnection,
LLC, 107 FERC{ 61,223 at P 47 (2004).
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73.  EME Companies reply that the issue of transmission capacity hoarding is outside
the scope of either rate design proposal, is untimely, and is contrary to Commission
precedent. In the latter regard, it cites Order No. 888, where the Commission found that
that transmission hoarding concerns will be addressed on a case-by-case basis when
substantial allegations of transmission hoarding have been raised. The EME Companies
suggest that Cinergy’s characterization of this issue as one of rate implementation, not
rate design, is sufficient reason why it should not be addressed in this proceeding. The
EME Companies point out that, in its earlier orders in this proceeding, the Commission
directed the RTOs’ market monitors to stay alert to hoarding activity and to promptly file
proposed solutions when they detect any hoarding. The EME Companies state that, in
the absence of any such evidence, Cinergy’s request for a generic solution to hypothetical
transmission hoarding concerns must be rejected from this proceeding. Moreover, the
EME Companies state that Cinergy’s proposal to adopt network resources-type
requirements before reserving through and out service is discriminatory and could
discourage efficiency in energy markets.

2. Commission Determination

74.  We will allow the existing FTR and ARR allocation procedures in each RTO’s
tariff to continue in effect once through and out rates are eliminated on December 1,
2004, subject to the outcome of Docket Nos. ER04-691 and EL04-104 with respect to
Midwest ISO’s tariff and subject to the outcome of Docket Nos. ER04-742, EL.04-105,
and ER04-1077 with respect to PJM’s tariff. We disagree with the opponents of license
plate rates that it is unreasonable to allocate FTRs or ARRs to through and out service
reservations for which no through and out rate is paid. Under the license plate rate
design, after the transition period, load in each zone pays the license plate rate for that
pricing zone and receives reciprocal access to service over the entire regional
transmission system, including firm service, at non-pancaked rates. This is reasonable
and consistent with FTR and ARR allocations in effect with the license plate rate design
currently within each RTO. Moreover, during the transition period that the SECA
adopted herein is in effect, transmission providers will still collect revenues for through
and out service through the SECA.

75.  Since we are not altering the FTR allocation methodology currently in effect in
each RTO’s tariff, existing FTR and ARR entitlements will not be affected. Itis
therefore unnecessary to grandfather such FTR and ARR allocations as proposed in the
Offer of Settlement, and, accordingly, we will not adopt that proposal. Regarding the
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Regional Pricing Plan Sponsors’ proposed principles addressing comparability in FTR
allocations between point-to-point and network service in PJM, these should be raised in
the stakeholder process currently addressing this issue,*

76.  Regarding Cinergy’s concerns about hoarding, we find this to be essentially a
transitional issue prior to the RTOs’ implementation of integrated tariff provisions to
reserve and schedule service seamlessly over the combined Midwest ISO/PIM region,
including integrated FTR allocation procedures, to support their planned joint and
common market. Midwest ISO and PIM are required to make a filing on or before
December 31, 2004, indicating the steps that need to be taken to achieve a joint and
common market and proposing a timeline for completing those steps,*® and should
specifically address their plans for resolving these issues in that filing. Subsequently,
WPSC/UPPCo’s concerns regarding the timeline for completing these measures should
be raised in response to that filing. In the meantime, as we previously directed” the
market monitors of Midwest ISO and PIM should assess the potential for, and look for
signs of, hoarding transmission capacity. Should they detect any, they should notify us
and their respective RTOs immediately, and the RTOs should promptly file a proposal to
rectify the matter.

D.  Pancaking Ancillary Service Rates

1. Comments

71.  Wisconsin Electricpoints out that neither the Unified Plan nor the Regional Pricing
Plan proposal address an issue critical to the complete elimination of seams throughout
the super-region, the pancaking of rates for scheduling and other ancillary services under
both of the RTOs’ tariffs for transmission service to loads within the combined Midwest
ISO/PIM region. Wisconsin Electric explains that, despite doubts expressed by others in
stakeholder meetings, it believes the Commission’s mandate to eliminate the Midwest
ISO-PJM seam requires the elimination of duplicative scheduling and ancillary service
charges for a single transaction fully within the combined region. Wisconsin Electric
proposes that this issue be addressed by adopting the Unified Plan subject not only to
refund but to the outcome of a stakeholder process designed to integrate the provisions
for scheduling and other ancillary service under the RTOs’ tariffs and suggests that the

% pIM Interconnection, LLC, 107 FERC § 61,223 at P 47 (2004).
46 PIM Interconnection, LLC, et al., 109 FERC ] 61,094 at P 16 (2004).

7 Midwest Independent Transmission System Operator, Inc., et al., 104 FERC
4 61,105 at P 38 (2003).
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new investigation initiated in Docket No. EL04-135-000 is the perfect forum to once and
for all eliminate the harmful effects of the seam. Wisconsin Electric asks the
Commission to require Midwest ISO and PIM to submit tariff provisions to integrate
scheduling and other ancillary services within the combined Midwest ISO/PJM region at
non-pancaked rates.

2. Commission Determination

78.  We agree with Wisconsin Electric that pancaking of rates for scheduling and other
ancillary services must be addressed in order to fully eliminate the seams between
Midwest ISO and PIM; however, that is not an issue for this proceeding. Nevertheless,
Midwest ISO and PTM must develop integrated tariff provisions to reserve and schedule
service seamlessly over the combined Midwest ISO/PIM region as a prerequisite to
achieving the joint and common market, and should address the elimination of pancaking
of rates for scheduling and other ancillary services in that process. As noted above,
Midwest ISO and PIM are required to make a filing on or before December 31, 2004,
indicating the steps that need to be taken to achieve a joint and common market and
proposing a timeline for completing those steps. Midwest ISO and PIM should
specifically address their plans for resolving these issues in that filing.

E. Through and Qut Network Service

1. Comments

79.  FirstEnergy requests that the Commission confirm that rates for network
transmission service taken under PJM’s tariff to serve load in the Midwest ISO, i.e.,
through and out network service, are eliminated as of December 1, 2004. FirstEnergy
argues that nothing in the Commission’s various orders leading to this proceeding
suggests that the Commission intended to treat through and out network service
differently than through and out point point-to-point service. FirstEnergy argues that
both situations result in pancaked rates and are therefore equally inconsistent with
Commission goals of competitive markets.

2. Commission Determination

80.  The Commission confirms that rates for both point-to-point service and network
service under one RTO’s tariff to serve load in the other RTO are eliminated as of
December 1, 2004. While network service is generally not taken for through and out
service, FirstEnergy does identify certain borderline customers that use through and out
network service under the PIM tariff to serve load located within Midwest ISO. It is not
the Commission’s intention to perpetuate rate pancaking for inter-RTO service in such
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situations. We therefore clarify now that rates for through and out network service are
eliminated as of December 1, 2004, and direct PIM to include revisions in its tariff to
reflect this in its compliance filing ordered above.*

F. PJM’s April 5, 2004 Compliance Filing
1. Summary of Compliance Filing

81.  Inaddition to tariff language eliminating through and out rates, in its April 24
filing PJM also submitted proposed revisions to implement portions of the Going
Forward Principles effective May 1, 2004. These proposed revisions include: (1) tariff
revisions to implement an effective rate of $1.00/kW/month, during the period that
through and out rates remain in effect, for certain existing transactions that exit PIM
throngh the ComEd transmission zone; (2) tariff revisions to establish an expansion
integration charge (EIC) applicable to load and generation in PJM following the
integration of ComEd to make up a portion of the revenue lost by expanding PIM;

(3) tariff revisions to limit the applicability of Schedule 11, Transitional Market
Expansion Charge (TMEC), to the existing PIM transmission zones; and (4) tariff
revisions to allocate the revenues associated with the PTM regional through and out rate
and the EIC revenue received following the expansion of PJM through November 30,
2004. On July 15, 2004, as supplemented on July 16, 2004, the Administrative
Committees of the PJM Transmission Owners Agreement and the PJM West
Transmission Owners Agreement (the PYM Transmission Owners) submitted a motion to
include four transactions inadvertently omitted from mention in the Going Forward
Principles. PJM Transmission Owners state that these four transactions qualify for an
effective rate of $1.00/kW/month, effective as of May 1, 2004, the date that ComEd was
integrated into PJM, and continuing through the period that through and out rates remain
in effect and should have been mentioned in the Going Forward Principles. PJM
Transmission Owners request that PYM be directed to apply a credit against future bills
applicable to these transactions in order to implement the $1.00/kW/month rate effective
May 1, 2004.

® See supra P 62 & n 38. We note that section 31.3 of Midwest ISO’s tariff does
not allow network service to be used to serve load not physically interconnected with a
transmission owner within the geographic area in which facilities subject to the tariff are
located, i.e., through and out network service is not available under Midwest ISO’s tariff.
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2. Comments

82.  Wisconsin Electric argues that the proposed tariff language fails to fully
implement the provision of the Going Forward Principles that provides an effective rate
of $1.00/kW/month for certain transactions listed in the Going Forward Principles.
Wisconsin Electric takes issue with the fact that PIM will implement this by providing a
credit equal to the difference between the base through and out rate (Schedule 7) plus the
TRNC, and $1.00/kW/month. Wisconsin Electric states that the crediting mechanism just
based on the base rate and the TRNC does not reflect additional charges that may be

~ assessed on through and out service, and may not result in a true effective rate of
$1.00/kW/month.

83.  Wisconsin Electric, Consumers Energy, and the Delaware Municipal Electric
Corporation, Inc. (Delaware Municipal) either protested or submitted comments on
PIM’s proposed EIC. Wisconsin Electric takes issue with the PTM tariff language
proposing to charge the EIC on exports from the PYM Region. Wisconsin Electric states
that it does not receive any benefits from ComEd’s integration into PJM and should not
be required to fund that integration. Therefore, Wisconsin Electric states that PJM should
be required to limit the EIC to transactions sinking in the expanded PJM footprint, and
should not assess it on exports. Moreover, Wisconsin Electric states that the Going
Forward Principles does not in any way provide for the EIC to be charged on exports. In
fact, it points to language in the Going Forward Principles that it claims indicates that the
EIC “will be charged in the existing PJM pricing zones and in the Commonwealth Edison
Pricing zone.”* Consumers states that PIM provides no justification for proposing the
EIC as a stated rate, rather than a formula rate, and is concerned that a stated rate will
result in over-collection. Consumers Energy requests that the Commission reject the
proposed EIC and direct PJM to calculate the EIC using a formula rate. Delaware
Municipal states that PJM has not justified the proposed EIC and that the Commission
should direct PTIM to support its derivation of the proposed EIC before it approves the
charges to recover the proposed expansion costs.

84.  Inits answer, the PIM Transmission Owners states that Wisconsin Electric’s
protest to the $1.00/kW/month rate provision is without merit. The PJM Transmission
Owners indicates that the PJM compliance language fully implements the provision in the
Going Forward Principles providing an effective rate of $1.00/kW/month for certain
transactions.

¥ See Wisconsin Electric Protest at 9, citing Going Forward Principles at P 9.
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85.  The PIM Transmission Owners also state that PIM’s April 5 compliance filing
correctly establishes the EIC for transmission service delivered in PJM as well as
transmission service to export from the PJM footprint. The PJM Transmission Owners
state that the tariff language defining the applicability of the EIC is appropriate since it is
identical to the language defining the applicability of the TMEC, which has always
applied to transactions that exit the PIM system. The PJM Transmission Owners also
state that Consumers Energys’ request for a true-up of the EIC would be inconsistent with
the Going Forward Principles and that any true-up could only be accomplished by a
cumbersome and costly retroactive refund of excessive charges or a rebilling of under-
collections. The PJM Transmission Owners further-argue that it would be difficult, if not
impossible, to identify who should receive the refunds or additional billings since both
volumes and customers will differ over the seven-month period but any over- or under-
collection would apply to the whole period.

3. Commission Determination

86. Inresponse to Wisconsin Electric’s concerns over PIM’s tariff language
implementing the $1.00/kW/month effective rate, we find that PIM’s proposal is
consistent with the Going Forward Principles. Specifically, paragraph 10 of the Going
Forward Principles, provides:

While the through and out rates remain in effect, the existing transactions
listed and defined in Attachment B shall receive a credit against the total
applicable PJM through and out charges such that the effective rate under
those transactions is $1.00/kW/month.

As we expressly stated in our November 17 Order,*® the rates for through and out service
at issue in this proceeding under PYM tariff consist of the PJYM border rate and the TRNC,
not charges for ancillary services or other administrative charges that also may be
assessed on through and out on transactions. It is reasonable to interpret the above-
quoted provision in the Going Forward Principles as applying only to the through and out
rates that are at issue in this proceeding. Accordingly, these are the only rates that should
figure into the calculation of the $1.00/kW/month effective rate.

87.  With respect to the proposed EIC, we find that PIM’s tariff language appropriately
implements the Going Forward Principles’ provisions for this charge. We are not
convinced that the EIC should be calculated formulaically or that there should be a true-

0 Midwest Independent Transmission System Operator, Inc., et al., 105 FERC
961,212 at P 2 n.4 (2003).
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up, as suggested by Consumers. The Going Forward Principles do not provide for a true-
up or that it should be based on a formula. In addition, we find, based on the PIM
Transmission Owners’ answer, that the stated EIC rate in PJM’s April 5, 2004
compliance filing has been adequately supported. We agree with Wisconsin Electric that
the Going Forward Principles do not provide for the EIC to be charged on exports. The
Going Forward Principles state that “a new charge will be added to the PYM Tariff based
on administrative savings resulting from integration of Commonwealth Edison in to PTM
will be charged in the existing PJM pricing zones and in the Commonwealth Edison
pricing zone, effective upon the date of Commonwealth Edison’s integration.”” This
language explicitly states that the new charge (i.e., the EIC) will be charged to existing
zones and the ComEd zone. It does not mention applicability to exports from the PIM
footprint. Accordingly, we direct PIM to submit revised tariff sheets by November 24,
2004, reflecting that the EIC does not apply to exports. The portions of PIM’s April 5,
2004 compliance filing for the period from May 1, 2004, through November 30, 2004,
are conditionally accepted, as discussed above, effective May 1, 2004.

The Commission orders:

(A) The proposed Regional Zonal Rate Design is hereby conditionally accepted
for filing and suspended for a nominal period, to become effective December 1, 2004,
subject to refund and to further orders in the relevant proceedings, as well as to the filings
directed in the body of this order, as discussed in the body of this order.

(B) Midwest ISO’s April 5, 2004 compliance filing is hereby conditionally
accepted for filing, to take effect May 1, 2004, subject to the filings directed in the body
of this order, as discussed in the body of this order.

(C) Midwest ISO, PIM, and their transmission owners are hereby directed to E
submit the compliance and other filings discussed in the body of this order.

(D)  The proposed Regional Pricing Plan is hereby rejected.
By the Commission.
(SEAL)

Linda Mitry,
Deputy Secretary.

5! Going Forward Principles at P 9.
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Appendix A

Alcoa Power Generating Inc.™*

Allegheny Electric Cooperatwe Inc. (Allegheny Electric) and Soyland Power
Cooperative, Inc. (Soyland)

Allegheny Power and Allegheny Energy Supply Co."?

Ameren Services Company on behalf of Central Hlinois Light Co., Central Illinois Public
Service Co., Illinois Power Co., and Union Electric Co. (collectively, Ameren)"?
American Electric Power Service Corp. on behalf of: Appalachian Power Service Co.,
Columbus Southern Power Co., Indiana Michigan Power Co., Kentucky Power Co
Kingsport Power Co., Ohio Power Co , Wheeling Power Co. (collectively AEP). *
American Forest & Paper Assoc.”

American Municipal Power-Ohio, Inc. (AI\/[P—Ohlo)1 2

Baltimore Gas & Electric Co. (B(x&E)1 2

Borough of Chambersburg, Pennsylvania™?

BP Energy Co.*

Buckeye Power, Inc."?

Certain Midwest ISO Transmission Owners: Alliant Energy Corporate Services, Inc. on
behalf of its operating company affiliate Interstate Power and Light Company (f/k/a IES
Utilities Inc. and Interstate Power Company); Cinergy ; City of Columbia Water and
Light Department, Columbia; City Water, Light & Power, Springfield, IL; FirstEnergy;
Hoosier Energy Rural Electric Cooperative, Inc.; Indianapolis Power & Light Company;
Minnesota Power and its subsidiary Superior Water, L&P; Montana-Dakota Utilities Co.;
Northern Indiana Public Service Company; Northern States Power Company and
Northern States Power Company-Wisconsin, subsidiaries of Xcel Energy Inc.;
Northwestern Wisconsin Electric Company; Otter Tail Corporation; Southern Hlinois
Power Cooperative; and Southern Indiana Gas & Electric Company

Cinergy Services, Inc. for Cincinnati Gas & Flectnc Co., PSI Energy, Inc., and Union
Light Heat & Power Co. (collectively, Cinergy)"?

City and Towns of Hagcrstown Thurmont, and Williamsport, Maryland">

City of Naperville, Illinois™?

Clay Electric Cooperative, Inc."?

Coalition of Midwest Transmission Customers"?

Consolidated Edison Co. of New York, Inc."?

Constellation Power Source, Inc."

Consumers Energy Co. (Consumers Energy)"?

Dairyland Power Cooperative:?

Dayton Power and Light Co. (Dayton)

Delaware Municipal Electric Corp. (De]aware Municipal)">

Delaware Public Service Commission™

District of Columbia Office of the People’s Counsel”

Duke Energy North America, LLC, and Duke Energy Trading and Marketing, LLC
(collectively, Duke Energy)">
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Dugquesne Light Co.?

Dynegy Power Marketing and Dynergy Midwest Generation, Inc.”

Edison Mission Energy, Edison Mission Marketing and Tradmg Inc., and Midwest
Generation EME, LLC (collectively, EME Companies)™ >

Exelon Corp., on behalf of: Exelon Corp., Commonwealth Edison Co., Commonwealth
Edison Co. of Indiana, Inc., and PECO Energy Co. (together, Exelon)"?

FirstEnergy Serv1ce Co. on behalf of American Transmission Systems, Incorporated
(FtrstEnergy)

Great Lakes Utilities"?

Great River Energy™?

GridAmerica LLC (Grid America)"”

Ilinois Commerce Commission (Illmow Commission)™2

Ilinois Industrial Energy Consumers”>

Ilinois Municipal Electric Agency (Illinois Municipal Elecmc)

Indiana Municipal Power Agency (Indiana Municipal Power)" >

Indiana Utility chulatory Commission (Indiana Commission)”

Towa Utilities Board"?

Kentucky Public Service Commlssmn

KNAPP Management Services’

LG&E Corporatlons for Louisville Gas and Electric Co. and Kentucky Ultilities Co.
(LG&E)"

Madison Gas and Electric Co."?

Maryland Public Service Commission™>

Michigan Electric Transmission Co., LLC*

Michigan Public Power Agency and Michigan South Central Power Agency”?
Michigan Public Service Commission™?

Midamerican Energy Co, 12

Mid-Continent Area Power Pool™2

Midwest Independent Transmission Operator™?

Midwest Stand-Alone Transmission Co.: American Transmission Co LLC, International
Transmission Co. and Michigan Electnc Transmission Co., LLC"?

Minnesota Department of Commerce

Mirant Corp

Missouri Public Service Commlssmn

Morgan Stanley Capital Group, Inc.’

Monitoba Hydro (Manitoba)*

Mt. Carmel Public Utility Co."?

Multiple TDUS: Bay City, Michigan, Blue Ridge Power Agency, Central Virginia
Electric, Cooperative, Craig-Botetourt Electric Cooperative, Dowagiac, Michigan,
ElectriCities of North Carolina, Inc., Michigan Public Power Rate Payers Association,
Missouri Joint Municipal Electric Utility Commission, Nordic Marketing, L.L.C., Old
Dominion Electric Cooperative, Sturgis, Michigan, Thumb Electric Cooperative, Virginia
Municipal Electric Association No. 1, Wisconsin Public Power Inc.!?
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North Carolina Electric Membership Corp

North Dakota Public Service Commission"?

Northern Illinois Municipal Power Agency''?

Northern Indiana Public Service Co."?

Nucor Steel™2

Ormet Primary Aluminum Corp."?

Pennsylvania Public Utility Commission">

Pepco Holdings, Inc. on behalf of Potomac Electric Power Co., Atlantic City Electric
Co., and Delmarva Power & Light Co. 2

PIM Industrial Customer Coalition (PJM Industrial Customers)"?

PJM Interconnection LLC (PJM)1 2

PPL Electric Utilities Corporation’

PPL Energy Plus, LLC and PPL Generatmg Cos. *

Public Power Association of New Jersey™?

Public Service Commission of West Vlrgmla

Public Service Commission of Wisconsin™?

Public Service Electric and Gas Co., and PSEG Energy Rcsources & Trade LLC"?
Public Utilities Commission of Ohio (Ohio Commission)”

Quest Energy LLLC and WPS Energy Services (QuestyWPS)"?

Reliant Energy, Inc.?

Southern Maryland Electric Cooperatlve, Inc. (SMECO)-?

Southwestern Electnc Cooperative, Inc."?

Steel Dynamlcs

The Detroit Edison Co. (Detroit Edison)"?

Town of Front Rozyal Virginia (Front Royal)"?

Trans-Elect Inc.’

Virginia Committee for Fair Unhty Rates’

Virginia Electric & Power Co."

Virginia State Corporation Commission®?

Wabash Valley Power Association, Inc. (Wabash Valley)l’ 2

Wisconsin Electric Power, Co. (Wisconsin Electric) and Edison Sault Electric Co.
(Edison Sault); 2

Wisconsin Public Service Corp. and Upper Peninsula Power Co, (WPSC/UPPCo) 2
Wolverine Power Supply Cooperative, Inc. (Wolverine)™?

1 ER05-6-000
2 EL04-135-000






KPSC Case No. 2005-00341
KIUC First Set Data Request
Dated November 10, 2005
Item No. 69

Page 1 of 1

Kentucky Power Company

REQUEST

If not included in the above referenced FERC Opinion, please provide a description or FERC
Opinion that describes the "Seams Elimination Cost Allocation ("SECA") calculations.

RESPONSE
The FERC has not specified how such calculations are to be made; rather, the Commission has

included "guidance" within the November 17, 2003 Order and set the issues that arise regarding
such calculations and implementation of SECA for hearing and settlement judge proceedings.

WITNESS: Dennis W. Bethel






REQUEST

Kentucky Power Company

KPSC Case No. 2005-00341
KIUC First Set Data Request
Dated November 10, 2005
Item No. 70

Page 1 of 1

With regard to Mr. Bethel's testimony on page 5 beginning at line 16, please provide the
application filed by AEP on March 31, 2005 requesting a two-step increase in PIM transmission

rates in the AEP zone.

RESPONSE

The application is available at www.aep.com/go/oat under Tariff Filings Docket No. ER05-751-

000.

WITNESS: Dennis W Bethel






KPSC Case No. 2005-00341
KIUC First Set Data Request
Dated November 10, 2005
Item No. 71

Page 1 of 1

Kentucky Power Company

REQUEST

With regard to Mr. Bethel's testimony on page 6 lines 1 through 8, please provide an explanation
and support for the assumption that the Company will receive approximately 75% of the increase
proposed by AEP in its PJM transmission rates.

RESPONSE

The 75% figure was used as an estimate of the outcome of the then on-going settlement
discussions. As supported by the Settlement Agreement filed in that transmission rate case,
provided in response to Staff Request 22, the present NTS rate for the AEP Zone is
$1,031.31/MW - month. The rate proposed in Docket No. ER05-751-000 to become effective on
April 1, 2006 was originally $1,839.00/MW - month. The settlement rate that will become
effective April 1, 2006, if approved by the FERC, is $1,630.00, [which includes $1,621.40/MW -
month for NTS and $8.60/MW - month for RTO start up costs]. The actual settlement outcome
figure is calculated as follows: (1,630.00 - 1,031.31) /(1839.00 - 1,031.31) = 598.69/807.69 =
0.741 or 74.1%.

WITNESS: Dennis W. Bethel






KPSC Case No. 2005-00341
KIUC First Set Data Request
Dated November 10, 2005
Item No. 72

Page 1 of 5

Kentucky Power Company

REQUEST

With regard to Mr. Bethel's testimony on page 7 at lines 8 through 14, please provide the
following information by month for the period January 2004 through the present:

a. AEP zonal peak demand
b. AEP zonal mWh

c. AEP zonal cooling degree-days, weighted for the AEP zone in a manner consistent with the
methodology used by AEP to forecast energy requirements.

d. Heating degree-days, weighted across the AEP zone in a manner consistent with AEP's
energy forecast methodologies.

RESPONSE

a. AEP zonal peak demand for January 2004 through October 2005 is provided on page 2 of this
response.

b. AEP zonal MWh energy for January 2004 through October 2005 is provided on page 3 of this
response.

c. Actual and normal weighted cooling degree-days for the AEP-East Zone consistent with those
used to forecast AEP's internal energy requirements are provided on page 4 of this response.

d. Actual and normal weighted heating degree-days for the AEP-East Zone consistent with those
used to forecast AEP's internal energy requirements are provided on page 5 of this response.

WITNESS: Dennis W Bethel



Year

2004
2004
2004
2004
2004
2004
2004
2004
2004
2004
2004
2004
2005
2005
2005
2005
2005
2005
2005
2005
2005
2005

AEP System-East Zone
Zonal Peak Demand (MW)

Month

- [ G G N
ommﬂmmhwman_\cmwﬂmmbwma

Peak
Demand

21,658
20,166
18,924
17,413
18,676
21,198
21,773
21,886
19,264
16,816
18,166
22,329
22,062
20,470
19,967
16,388
16,528
21,770
23,174
22,759
19,845
18,409

Case No. 2005-00341
KIUC First Set

ltem 72

(Page 2 of 5)



Year

2004
2004
2004
2004
2004
2004
2004
2004
2004
2004
2004
2004
2005
2005
2005
2005
2005
2005
2005
2005
2005
2005

AEP System-East Zone
Zonal Energy (MWh)

Month

=y [ N Y
PR NONAEWONSL L0 NIGORWON-

Energy

12,967,379
14,531,787
11,128,619
10,080,344
10,712,019
10,864,440
11,759,429
11,471,325
10,677,583
10,260,740
10,552,240
12,303,240
12,651,827
10,957,156
11,604,749

9,963,233
10,063,469
11,408,333
12,333,671
12,598,910
10,926,531
10,597,606

Case No. 2005-00341
KIUC First Set

ltem 72
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AEP System-East Zone

Actual and Normal Weighted Heating
Degree Days (55 Degrees F Base)

2004
January
February
March
April
May
June
July
August
September
October
November
December

2005
January
February
March
April
May
June
July
August
September
October

Actual

881
635
348
145
23
0

0

0

1
60
253
645

710
541
523
114

Normal

798
606
407
151

798
606
407
151

Case No. 2005-00341
KIUC First Set

ltem 72
(Page 4 of 5)



AEP System-East Zone

Actual and Normal Weighted Cooling
Degree Days (65 Degrees F Base)

2004
January
February
March
April
May
June
July
August
September
October
November
December

2005
January
February
March
April
May
June
July
August
September
October

Actuai

0

0

3
19
137
157
261
182
110

o OO

(2]

262
352
333
150

29

Normal

0

0

3
17
67
194
306
258
110
13

17
67
194
306
258
110
13

Case No. 2005-00341
KIUC First Set

item 72
(Page 5 of 5)






KPSC Case No. 2005-00341
KIUC First Set Data Request
Dated November 10, 2005
Item No. 73

Page 1 of 4

Kentucky Power Company

REQUEST

Please provide 2004 actual monthly point-to-point billing units, applicable rates and total
revenues received from point-to-point transaction in the AEP zone.

RESPONSE

During 2004, point-to-point service within the AEP Zone was under the AEP OATT through
September. Sheets 2 through 4 show the requested information for the period January 2004
through September 2004. Beginning October 1, 2004, AEP received an allocation of
transmission revenues from PJM for such transactions and therefore the billing units and
applicable rates are not available from AEP and would need to be provided by PJM. The
revenues received by AEP from PJM for those transactions are as follows:

October 2004  $3,151,879

November 2004 $4,179,445
December 2004 $ 89,813

WITNESS: Dennis W Bethel



Demand Rate Analysis: 2004
AEPM - Oasis Pricing - All Reservations
Class POD Service

KPSC Case No. 2005-00341

KIUC 1st Sef Data Requests
Group: WITHIN By POD / Service ttem No. 73
Page 2 of 4

Recs Capacity Duration Cap*Dur Ave Rate Revenue

FIRM AEP DAILY FIRM PTP OFF-PEAK 287 93,497 287 93,497 $46.68 $4,364,439.99
FIRM AEP DAILY FIRM PTP ON-PEAK 1,308 304,687 1,308 304,687 $65.36 $19,914,358.84
FIRM AEP MONTHLY FIRM PTP 1 100 1 100 $1,420.00 $142,000.00
FIRM AEP WEEKLY FIRM PTP 9 750 9 750 $326.79 $245,092.51
Total POD  AEP 1,605 399,034 1,605 399,034 $24,665,891.34

FIRM DOVR DAILY FIRM PTP ON-PEAK 1 9 1 9 $65.36 $588.24
Total POD DOVR 1 9 1 9 $588.24

FIRM RPL, DAILY FIRM PTP OFF-PEAK 60 1,945 60 1,945 $46.68 $90,792.60
FIRM RPL DAILY FIRM PTP ON-PEAK 177 7,905 177 7,905 $65.36 $516,670.80
FIRM RPL YEARLY FIRM PTP [¢] 315 9 315 $1,420.00 $447,300.00
Total POD RPL 246 10,165 246 10,165 $1,054,763.41

FIRM SHEL DAILY FIRM PTP ON-PEAK 1 3 1 3 $65.36 $196.08
Total POD SHEL 1 3 1 3 $196.08

Total Class  FIRM 1,853 409,211 1,853 409,211 $25,721,439.07

NON-FIRM COLSTM  HOURLY NON-FIRM PTP OFF-PEAK 1 42 1 42 $1.95 $81.90
NON-FIRM COLSTM  HOURLY NON-FIRM PTP ON-PEAK 2 66 2 66 $4.09 $269.94
Total POD COLSTM 108 3 108 $351.84

NON-FIRM DELO HOURLY NON-FIRM PTP OFF-PEAK 14 1,171 14 1,171 $1.95 $2,283.45
NON-FIRM DELO HOURLY NON-FIRM PTP ON-PEAK 111 28,663 111 28,663 $4.09 $117,231.67
Total POD DELO 125 29,834 125 29,834 $119,515.12

NON-FIRM DEWO HOURLY NON-FIRM PTP ON-PEAK 41 10,185 41 10,185 $4.09 $41,656.65
Total POD DEWO 41 10,185 41 10,185 $41,656.65

NON-FIRM IMPA HOURLY NON-FIRM PTP OFF-PEAK 14 387 .14 387 $1.95 $754.65
NON-FIRM iMPA HOURLY NON-FIRM PTP ON-PEAK 13 461 13 461 $4.09 $1,885.49
Total POD IMPA 27 848 27 848 $2,640.14

NON-FIRM ORVL HOURLY NON-FIRM PTP OFF-PEAK 1 24 1 24 $1.95 $46.80
Total POD ORVL 1 24 1 24 $46.80

NON-FIRM RPL HOURLY NON-FIRM PTP OFF-PEAK 12 244 12 244 $1.95 $475.80
NON-FIRM RPL HOURLY NON-FIRM PTP ON-PEAK 50 1,030 50 1,030 $4.09 $4,212.70
Total POD RPL 62 1,274 62 1,274 $4,688.50

NON-FIRM SHEL HOURLY NON-FIRM PTP ON-PEAK 1 96 1 96 $4.09 $392.64
Total POD SHEL 1 96 1 96 $392.64

NON-FIRM WABV HOURLY NON-FIRM PTP OFF-PEAK 1 119 1 118 $1.85 $232.05
Total POD WABV 1 119 1 119 $232.05

Total Class  NON-FIRM 261 42,488 261 42,488 $169,523.75

Total Oasis Type  Regular 2,114 451,699 2,114 451,699 $25,890,962.81
Grand Total 2,114 451,699 2,114 451,699 $25,890,962.81

Monday, November 21, 2005




Demand Rate Analysis: 2004

Group: WITHIN

KPSC Case No. 2005-00341
KIUC 1st Set Data Requests
By POD / Service item No. 73

Page 3 of 4
Third Party - Oasis Pricing - All Reservations
Class POD Service Recs Capacity Duration Cap*Dur Ave Rate Revenue
FIRM COLSTM  DAILY FIRM PTP ON-PEAK 9 46 9 46 $65.36 $3,006.56
Total POD  COLSTM 9 46 9 46 $3,006.56
FIRM DELO DAILY FIRM PTP OFF-PEAK 26 1,337 26 1,337 $46.68 $62,411.16
FIRM DELO DAILY FIRM PTP ON-PEAK 37 1,626 37 1,626 $65.36 $106,275.36
Total POD  DELO 63 2,963 63 2,963 $168,686.52
FIRM DEWO DAILY FIRM PTP ON-PEAK 225 225 $65.36 $14,706.00
Total POD  DEWO 225 4 225 $14,706.00
FIRM DOVR DAILY FIRM PTP ON-PEAK 21 3 o2 $65.36 $1,372.56
FIRM DOVR MONTHLY FIRM PTP 17 140 17 140 $1,420.00 $198,705.33
Total POD  DOVR 20 161 20 161 $200,077.89
FIRM DREWERS MONTHLY FIRM PTP 5 25 5 25 $1,420.00 $35,500.00
FIRM DREWERS YEARLY FIRM PTP 4 20 4 20 $1,420.00 $28,400.00
Total POD DREWERS 45 45 $63,900.00
FIRM IMPA MONTHLY FIRM PTP 10 578 10 578 $1,395.43 $806,560.00
Total POD IMPA 10 578 10 578 $806,560.00
FIRM IMPANTS MONTHLY FIRMPTP 1 66 1 66 $1,420.00 $93,720.00
Total POD IMPANTS 1 66 1 66 $93,720.00
FIRM RPL DAILY FIRM PTP ON-PEAK 1 50 1 50 $22.88 $1,143.80
FIRM RPL MONTHLY FIRM PTP 1 25 1 25 $497.00 $12,425.00
Total POD RPL 2 75 2 75 $13,568.80
FIRM SHEL DAILY FIRM PTP OFF-PEAK 1 8 1 8 $46.68 $373.44
FIRM SHEL DAILY FIRM PTP ON-PEAK 15 60 15 60 $65.36 $3,921.60
FIRM SHEL MONTHLY FIRM PTP 3 9 3 9  $1.420.00 $12,780.00
FIRM SHEL WEEKLY FIRM PTP 1 5 1 5 $326.79 $1,633.95
FIRM SHEL YEARLY FIRM PTP 18 45 18 45  $1,420.00 $63,900.00
Total POD SHEL 38 127 38 127 $82,608.99
Total Class  FIRM 156 4,286 156 4,286 $1,446,834.76
NON-FIRM AEP HOURLY NON-FIRM PTP OFF-PEAK 52 15,315 52 15,315 $1.95 $29,864.25
NON-FIRM AEP HOURLY NON-FIRM PTP ON-PEAK 38 4,717 38 4,717 $4.09 $19,282.53
Total POD  AEP 90 20,032 90 20,032 $49,156.78
NON-FIRM COLSTM  DAILY NON-FIRM PTP OFF-PEAK 10 40 10 40 $46.68 $1,867.20
NON-FIRM COLSTM  DAILY NON-FIRM PTP ON-PEAK 55 341 55 341 $65.36 $22,287.76
NON-FIRM COLSTM HOURLY NON-FIRM PTP OFF-PEAK 75 1,011 75 1,011 $1.95 $1,971.45
NON-FIRM COLSTM  HOURLY NON-FIRM PTP ON-PEAK 345 5,374 345 5,374 $4.09 $21,979.66
Total POD  COLSTM 485 6,766 485 6,766 $48,106.07
NON-FIRM CVEC HOURLY NON-FIRM PTP ON-PEAK 3 82 3 82 $4.09 $335.38
Total POD  CVEC 82 82 $335.38
NON-FIRM DELO DAILY NON-FIRM PTP OFF-PEAK 2 100 2 100 $46.68 $4,668.00
NON-FIRM DELO DAILY NON-FIRM PTP ON-PEAK 2 126 2 125 $65.36 $8,170.00
NON-FIRM DELO HOURLY NON-FIRM PTP OFF-PEAK 323 53,898 323 53,898 $1.95 $105,101.10
NON-FIRM DELO HOURLY NON-FIRM PTP ON-PEAK 216 38,390 216 38,390 $4.09 $157,015.11
Total POD DELO 543 92,513 543 82,513 $274,954.21
NON-FIRM DEWO HOURLY NON-FIRM PTP OFF-PEAK 1 41 1 41 $1.95 $79.95
NON-FIRM DEWO HOURLY NON-FIRM PTP ON-PEAK 61 4,452 61 4,452 $4.09 $18,208.68
Total POD  DEWO 62 4,493 62 4,493 $18,288.63

Monday, November 21, 2005

l;i;ée 1 of 2



Demand Rate Analysis: 2004
Third Party - Oasis Pricing - All Reservations

KPSC Case No. 2005-00341
KIUC 1st Set Data Requests

Group: WITHIN By POD / Service item No. 73
Page 4 of 4

Class POD Service Recs Capacity Duration Cap*Dur Ave Rate Revenue
NON-FIRM DOVR DAILY NON-FIRM PTP OFF-PEAK 2 6 2 6 $46.68 $280.08
NON-FIRM DOVR DAILY NON-FIRM PTP ON-PEAK 4 20 4 20 $65.36 $1,307.20
NON-FIRM DOVR HOURLY NON-FIRM PTP OFF-PEAK 97 1,024 97 1,024 $1.95 $1,996.80
NON-FIRM DOVR HOURLY NON-FIRM PTP ON-PEAK 127 1,155 127 1,165 $4.09 $4,723.95
NON-FIRM DOVR MONTHLY NON-FIRM PTP 6 38 6 38 $1,420.00 $53,960.00
Total POD  DOVR 236 2,243 236 2,243 $62,268.03

NON-FIRM IMPA HOURLY NON-FIRM PTP ON-PEAK 3 30 3 30 $3.27 $98.16
Total POD  IMPA ) 3 30 3 30 $98.16

NON-FIRM ORVL HOURLY NON-FIRM PTP OFF-PEAK 16 96 16 96 $1.95 $187.20
NON-FIRM ORVL HOURLY NON-FIRM PTP ON-PEAK 50 387 50 387 $4.09 $1,582.83
Total POD  ORVL 66 483 66 483 $1,770.03

NON-FIRM SHEL DAILY NON-FIRM PTP OFF-PEAK 1 8 1 8 $46.68 $373.44
NON-FIRM SHEL DAILY NON-FIRM PTP ON-PEAK 7 26 7 26 $65.36 $1,699.36
NON-FIRM SHEL HOURLY NON-FIRM PTP OFF-PEAK 4 53 4 53 $1.95 $103.35
NON-FIRM SHEL HOURLY NON-FIRM PTP ON-PEAK 43 511 43 511 $4.09 $2,089.99
NON-FIRM SHEL MONTHLY NON-FIRM PTP 1 1 1 1 $1,420.00 $1,420.00
Total POD  SHEL 56 599 56 599 $5,686.14

NON-FIRM WABV HOURLY NON-FIRM PTP ON-PEAK 1 27 1 27 $4.09 $110.43
Total POD  WABV 1 27 1 27 $110.43

Total Class  NON-FIRM 1,545 127,268 1,545 127,268 $460,773.86

Total Oasis Type  Regular 1,701 131,554 1,701 131,554 $1,907,608.63
Grand Total 1,701 131,554 1,701 131,554 $1,907,608.63

Monday, November 21, 2005

Pbge 20f2






KPSC Case No. 2005-00341
KIUC First Set Data Request
Order Dated November 10, 2005
Item No. 74

Page 1 of 1

Kentucky Power Company

REQUEST
With regard to Mr. Bethel's testimony on page 7 at lines 15 through 23, please provide the
support (FERC opinions, etc.) for the statement made that during October and November 2004,

PIM was still permitted to charge its Border rate on T&O transactions to MISO. Also provide an
explanation for the transitional surcharges that cease to apply in 2005 referred to on line 23.

RESPONSE

The rate changes referred to were filed by PJM and may be verified by PJM or through review of
PIM filings at the FERC.

WITNESS: Dennis W. Bethel






Kentucky Power Company

REQUEST

KPSC Case No. 2005-00341
KIUC First Set Data Request
Dated November 10, 2005
Item No. 75

Page 1 of 3

With regard to Mr. Bethel's testimony on page 8 at lines 11 through 12, please provide a
quantitative support for the approximate $170 million per year AEP zone transmission revenue

loss.

RESPONSE

Please refer to the attached copy of Mr. Bethel's Exhibit No. AEP-3 submitted on August 29,

2005 in Docket No. EL05-6-000, et al.

WITNESS: Dennis W Bethel



WK -

KPSC Case No, 2005-00341
KIUC 1st Data Set Requests
Item No. 75

Exhibit No. AEP-3 Page 2 of 3
Page 1 of 2

AEP 2003 Through and Out Transmission Service Revenues

("2003 Lost Revenues")

A. AEP 2003 Lost Revenues and Applied Rate for SECA

Path April 1, 2005 May 1, 2005
AEP-POD-Sink Lost Revenue Lost Revenue
Total AEP-PJM 3 58,660,877 $ 72,208,571
Total AEP-MISO $ 102,640,811 % 102,640,811
Total Direct Exit $ 161,301,688 § 174,849,382

AEP-Other-Footprint $ - 9 -

Source or
Formula
Exhibit AEP-3
Exhibit AEP-3
Lines 1+ 2

AEP-AMRN-CSWS  § (4,260,000) $ (4,260,000} = 250 MW x $17,04
Total Lost Revenues $___157,041.688 § 170589382 Lines3+4+5

8/29/2005



Item No. 75
Page 3 of 3

KPSC Case No, 2005-00341
KIUC 1st Data Set Requests
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