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MEMORANDUM

TO:
Rick Sites, Ohio Hospital Association ,


OHA Case No. 08-935-EL-SSO Steering Committee

FROM:
Thomas J. O’Brien 

DATE:
February 19, 2009

RE:
Summary of ESP Stipulation filed February 19, 2009

The FirstEnergy electric security plan (“ESP”) case that had been effectively terminated last December when FirstEnergy withdrew its application was resurrected by a stipulation filed today by a number of the parties to the case.  This stipulation, which will govern rates for the period between April 1, 2009 and December 31, 2011, is the culmination of an extremely fast-paced series of negotiations set into motion by the PUCO’s Entry of January 29, 2009, directing its staff to develop and issue a proposal for a standard service offer plan for the FirstEnergy operating companies.  That proposal, issued on February 2, 2009, forms the basis of the stipulation.  The highlights of the stipulation are as follows.
1.  Generation


The current price of $66.68/mWh for generation will continue beyond March 31, 2009 to May 31, 2009.  The rates for this time period will continue to be those approved by the Commission in its January 14, 2009 Order in Case No. 09-21-EL-ATA.

Within the next few weeks, FirstEnergy will begin the process of conducting a descending-clock bid process for the supply of generation for the period June 1, 2009 through May 31, 2011.  This auction process will provide a stable and predictable price for generation for this two-year period.

The stipulation allows for the continued deferral and future recovery of a number of legacy costs stemming from both the pre-SB 221 environment through May 31, 2009.  Some of these costs are generation and transmission related, others are related to distribution system costs.  These costs will all be non-bypassable by customers.  Certain additional legacy costs will apply to the Cleveland Electric Illuminating Company (CEI) only.

FirstEnergy agrees to write-down 50% of the remaining regulatory transition charges (RTCs) still on the books for the CEI.  The remaining balance will be collected through December 31, 2010.  FirstEnergy claims that this is a write-off of approximately $200 million.

Customers in the Toledo Edison and Ohio Edison service territories will not be subject to any non-bypassable generation charges that would otherwise interfere with their ability to shop.  There will be no minimum default service charges for any of the operating companies.


After June 1, 2009, generation rates will be collected according to the schedules proposed by FirstEnergy in its MRO case, 08-936-EL-SSO, except that GT customers will have their increases capped at 1.5 times the average system increase in rates, including the increases in transmission and distribution rates approved in Case No. 07-551-EL-AIR.

FirstEnergy has agreed to implement Rider OLR that will provide a credit of $1.95 per kW for customers that commit to interrupt their loads under certain circumstances.

2.  Distribution


Distribution rates will be frozen through December 31, 2011.

In exchange for the CEI RTC write-off, the parties agree to allow FirstEnergy to collect $0.002/kWh through Rider DSI to fund distribution system improvements.


The parties agree to allow FirstEnergy to defer certain line extension costs during this rate freeze period.  


FirstEnergy agrees not to seek recovery of Hurricane Ike-related expenses.

3.  Energy Efficiency

In an effort to comply with R.C. 4928.64 and 66, FirstEnergy agrees to convene a Collaborative to develop cost-effective peak demand reduction and efficiency initiatives.  As part of this process, the Ohio Hospital Association will assist in the administration of a hospital-specific demand reduction and efficiency programs, with funding assistance provided by FirstEnergy (and funded by FirstEnergy ratepayers.)  Participation in these programs will enable hospitals to avoid all or part of the fees imposed by FirstEnergy to recover the costs of the overall demand reduction programs.
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