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OBJECTIVE 

 
• To discuss with members recent and 

upcoming changes in Ohio’s electric rates 
that could have significant impacts to their 
costs for electric service and to discuss 
potential mitigation strategies. 
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RECENT CHANGES: 
 

• Duke’s new rates effective 1/1/2012. 
 
• AEP new rates effective 1/1/2012, revoked by PUCO, 

interim rates currently in place. 

 

UPCOMING CHANGES:: 
 

• AEP’s new modified plan, separate capacity case, 
decisions due shortly.  

 
• FE’s new plan. Capacity costs (2015/2016).  
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DUKE’s NEW RATES, EFFECTIVE 1/1/2012: 
      

2011 OAIMA Member Electric Bill: Same account, 2012: 

• Increase in amount of 2,894.75, of which $2,419.60 is due to the new 
non-bypassable generation rider, Load Factor Rider and the remaining due 
to the other new non-bypassable generation rider, Electric Security 
Stabilization Rider.   
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DUKE LOAD FACTOR RIDER: 
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 DUKE LOAD FACTOR RIDER 

CHARGES & CREDITS: 



 
 
Billed kW 

LFA 
Demand 
Charge 

  
LFA 

Charge 

387.8 $8.00 $3,102.40 

 
 
kWh 

LFA 
Energy 
Credit 

 
LFA 

Credit 

32575 $.02961 $682.80 
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LFA Demand Charge $3,102.40 

LFA Energy Credit $   682.80 

LFA Net Charge $2,419.60 
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• Duke’s Load Factor Adjustment (LFA) is revenue neutral to 

Duke; charges collected and credits given total zero.   

 

• The total amount collected  by Duke from low load factor 

customers through LFA is provided to high load factor 

customers in the form of discounts. 

 

• While generally doubling the Duke distribution bills for low 

load factor customers (approximate 30% increase in the total 

cost of electric service), the new LFA rider provides a discount 

for high load factor customer; some actually being billed 

negative amounts (paid by Duke) for distribution service. 
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RECENT COMPLAINT LETTER –  

CINCINNATI PUBLIC SCHOOLS 
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AEP’s RATES EFFECTIVE 01/01/2012  

 
• Similar to Duke’s new rates. 

 
• Included two non-bypassable generation riders, Load 

Factor and Market Transition Rider. 
 

• Low load factor customers’ distribution bills double 
(approximate 30 % increases in total  cost). 
 

• High load factor customers receive reductions. 
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AEP - 02/2012 
 

• AEP customers complain about impacts. Numerous 
complaint letters filed at the PUCO. Newspapers and 
television report the impacts. 

 
  

“American Electric 
Power will be sending 
monthly checks to 
some industrial 
businesses because of 
an extraordinary 
quirk in its new rate 
plan” 
Columbus Dispatch 02/05/2012 
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AEP - 03/06/2012 
 

• PUCO rests AEP rates to 12/2011 levels because of 
customer impact complaints. 
 

• Load Factor and Market Transition Riders removed. 
 

• Low load factor bills go back down, high load factor 
bills go back up. 
 

• AEP replaces company President, new President 
promises fair, across the board, transparent rates. 

 
 



AEP, 03/30/2012 
 

AEP files modified ESP plan with PUCO. 
 
Increase is moderate and spread more evenly 
across customers.   
 
A change in the capacity cost that is collected from 
suppliers is also requested. 
   
A separate case is also being heard at PUCO 
regarding the level of AEP’s actual capacity costs. 
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• Capacity is related to peak demand.   
 

• Enough capacity must be made available to 
meet peak demand. 
 

• Alternate suppliers pay AEP for the use of their 
generating facilities to meet peak demand, 
unless they file to supply their own generation 
which must be done three years in advance. 

 
• AEP has requested approval to charge alternate 

suppliers for capacity, a higher cost based fee 
for the next two years rather than the PJM 
market capacity price which was used 
previously as the standard.   
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• AEP argues that the higher charge accurately reflects its 

cost, and is asking for a “reasonable transition to 
competition that maintains the ability for competitors 
to compete, but maintains the financial integrity of 
AEP.” 
 
 



PJM TERRITORIES 

PJM Interconnection is a regional 
transmission organization that 
coordinates the movement of 
wholesale electricity in all or parts 
of Delaware, Illinois, Indiana, 
Kentucky, Maryland, Michigan, 
New Jersey, North Carolina, Ohio, 
Pennsylvania, Tennessee, Virginia, 
West Virginia, and the District of 
Columbia. 

 

Acting as a neutral, independent 
party, PJM operates a competitive 
wholesale electric market and 
manages the high-voltage 
electricity grid to ensure reliability 
for more than 60 million people. 

 

 

 

Source: PJM, www.pjm.com 
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COMPLICATED CAPACITY 

COST ISSUE  
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• AEP and FES run television commercial about the higher capacity charges. 



If AEP plan approved, customers will bear the 
increased capacity cost unless the supplier 
decides to absorb the increase… 
 
• Capacity is one of the costs, along with energy, 

transmission, and ancillary costs that suppliers can 
include in their fixed price.  
 

• If the capacity component is not included in the fixed 
price, then the total capacity costs are passed through 
directly to the customer.  
 

• If the capacity cost is built into the suppliers’ fixed price, 
language in the supply contract usually allows the 
supplier to pass on increased costs to the customer if 
there are regulatory changes that result in increased 
costs to the supplier. 18 
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• If AEP’s plan is approved, suppliers will undoubtedly 
have to pass this on to their customers because of the 
magnitude of the dollars. 
 

• If these costs are passed on to the customer, the impacts 
would be varied and could be extreme in some cases.   
 

• Impacts depend on the coincidence of the customers 
operations with the time of PJM’s peaks.  
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AEP, 5/30/2012 
 
Interim increased capacity charges authorized by 
PUCO for month of June 2012. 
 
• Entry ordering that AEP-Ohio's motion for an 

extension of the interim capacity rates is granted, 
such that the capacity rates put into effect by the 
March 7, 2012, entry shall continue until July 2, 2012, 
unless the Commission issues its order in this case; 
with Concurring opinion of Commissioners Cheryl L. 
Roberto and Lynn Slaby; Dissenting opinion of 
Commissioner Andre T. Porter. 
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For the month of June 2012, this PUCO 
authorized interim capacity charge is 
significantly higher than the PJM market price. 
  
For customers that have capacity built into their 
fixed price, the potential for a pass through 
depends on the capacity amount the supplier 
built into their fixed price which depends greatly 
on when the deal was done.    
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SUPPLIER PASS THROUGH LETTER to CUSTOMER 
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SUPPLIER INTERIM CAPACITY PASS 

THROUGH CALCULATIONS 
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PRICE SIGNALS – RETROACTIVE RATE-MAKING 

 
• Should AEP’s plan be approved, and supplier pass the 

increased cost on to the customer, the increased cost will 
apply to the customers’ demands at the times of the 
previous year’s peaks. 

 
• AEP recovers from suppliers, capacity costs based on the 

customer’s Peak Load Contribution (PLC).   
 

• The PLC is the average of the customer’s demand at the 
time of PJM’s five highest peaks. 
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INCREASE APPLIES TO LAST YEAR’S PEAK LOAD 

CONTRIBUTION 

 
• Since the date and time of the system peaks isn’t known 

until the year is over, alternate suppliers utilize the 
previous year’s PLC.  
 

• What this means is that, if AEP’s plan is approved, the 
potential pass-through amount would be based on 
operations last summer, in particular on the following 5 
days at the corresponding 5 times:  
 

  



 

MITIGATION STRATEGIES: 

  
• Understand your peak load contribution. 
• Review your supplier contracts. 
• Quantify potential impacts. 
• Investigate any demand response options. 
• Initiate discussions with utility and supplier. 
• Write letters to PUCO, state representatives, Jobs Ohio, 

news media, blog, twitter, etc. 
• As a group and individually, continue to share concerns 

with the utilities, regulatory and legislative bodies 
regarding severe impacts, lack of adequate notice, and 
the desire for proper price signals, and less chaos and 
confusion.  
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