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MEMORANDUM

TO:
Rick Sites, Ohio Hospital Association
FROM:
Thomas J. O’Brien

DATE:
August 18, 2008

RE:
Summary of DE-Ohio ESP Application, Case No. 08-920-EL-SSO (DE-Ohio plan)
Key Highlights

Duke is proposing a three year plan: 1-1-09 through 12-31-11.

Residential RTC will cease on 12-31-08 and non-residential RTC will cease on 12-31-10, otherwise no other elements of the current rate structure are eliminated under the DE-Ohio plan.

The DE-Ohio plan establishes avoidable “PTC” charges and unavoidable “SRA” charges.

The DE-Ohio plan calls for a 6.2% increase ($110 million in additional revenues) effective 1-1-09.  This amount pertains only to the start date of the plan and is exclusive of rider escalations.  This increase in revenues does not account for the cost of new capacity and the impact of distribution riders.  The DE-Ohio plan includes a $20 million deferral to levelize the plan’s pricing to account for the impact associated with the differing RTC termination dates.

Rate Structure

Structure of the PTC charges

PTC-BG:  This charge is “little g,” or the PUCO-approved generation price less RTCs.  This will be adjusted to reflect current production, operating and maintenance costs, plus the “dedication of existing generating assets including fuel.”  

PTC-FPP:  This rider is unchanged from the current FPP, with minor revisions to include certain costs currently reflected in “little g.”

PTC-AAC:  This rider will remain unchanged from the current AAC structure, except that the revised AAC will include the recovery of new cost-effective generation projects not required for environmental compliance that would reduce FPP costs.

PTC-IA:  This component will recover increases in “other” generation-related costs that have risen over time due to general inflation.

Structure of the SRA charges

SRA-SRT, Market Capacity Purchases:  This rider will continue the current Rider SRT, except that it will be moved to a three-year planning cycle in order to take advantage of opportunities to obtain lower-priced capacity than is available under the current one-year cycle.  Otherwise this rider will continue uninterrupted from its current structure.

SRA-CD, Capacity Dedication:  Duke is “willing to continue dedicating its capacity used and useful prior to 2001, excluding the generating assets sold to Duke-KY, to help meet the load requirements in its certified territory for appropriate compensation.”  According to Duke, this will provide Ohio customers with “below market” pricing while compensating Duke for making these commitments.

SRA-NDC, Newly Dedicated Capacity:  This is the new capacity, to be dedicated to its Ohio load (as distinguished from its pre-2001 assets built to serve its Ohio load).  This capacity may also include its renewables obligations.  Note that renewables energy charges are fully bypassable through the FPP, but that the capacity costs of such generation are not.
Rider TCR, Transmission Cost Recovery:  The structure of this rider will remain unchanged, including the inclusion of certain costs attributable to congestion and losses in Rider FPP, as these costs are fundamentally fuel related.

Distribution Riders

DR-IM:  This rider will recover the costs of infrastructure, modernization, maintenance and operations to replace aging infrastructure and deploy SmartGrid technology and a retail electronic bulletin board (EBB) to allow customers access to real-time service pricing.

DR-SAW:  This rider will recover the costs and provide compensation for Duke’s statutory energy efficiency mandates.  It replaces Rider DSM.

DR-ECF:  This rider will recover the costs of economic “competitiveness” contracts.  Duke is offering to include $1 million in shareholder funds earmarked to “green” infrastructure.

Duke is also proposing a more levelized distribution rate design.

Other Matters & Commitments

· Duke will increase its weatherization commitment from $850,000 to $1 million.

· Duke is still seeking approval of its generation asset transfer proposal.

· Market Price Test:  Duke is sponsoring the testimony of Judah Rose to support its ESP pricing, and to propose a test for determining if Duke is over-earning.
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