AMO505
Sub. H.B. 6
1 133 0905-14

Topi c: Various changes regardi ng energy efficiency

moved to amend as follows:

Inline 1 of the title, after "713.081," insert "717.25,
1710. 061, "

Inline 2 of the title, after "3706.03," insert "4905.31,";

after "4928.01," insert "4928.02, 4928.142, 4928. 143, 4928. 621,
4928.64,"; after "4928.644," insert "4928.65,"

Inline 3 of the title, delete "4928.6610" and insert
"4928. 662, 4928. 6612"

Inline 8 of the title, delete "4928. 661" and insert
"4928. 663"

Inline 19, after "713.081," insert "717.25, 1710.061,"

In line 20, after "3706.03," insert "4905.31,"; after
"4928.01," insert "4928.02, 4928.142, 4928.143, 4928.621
4928.64,"; after "4928.644," insert "4928.65,"

In line 21, delete "4928.6610" and i nsert "4928. 662,
4928. 6612"

In line 25, delete "4928. 661" and insert "4928. 663"

After line 106, insert:

"Sec. 717.25. (A) As used in this section
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AMO505

(1) "Custoner-generated energy project" neans a Wi nd,
bi omass, or gasification facility for the generation of

electricity that nmeets either of the foll owing requirenents:

(a) The facility is designed to have a generating capacity of

two hundred fifty kilowatts of electricity or |ess.
(b) The facility is:

(i) Designed to have a generating capacity of nore than two

hundred fifty kilowatts of electricity;

(ii) Operated in parallel with electric transnission and
distribution facilities serving the real property at the site of

the custoner-generated energy project;

(iii) Intended primarily to offset part or all of the
facility owner's requirenents for electricity at the site of the
cust orrer-generated energy project and is |ocated on the facility

owner's real property; and

(iv) Not producing energy for direct sale by the facility

owner to the public.

(2) "Electric distribution utility" and "mercantile custoner"”

have the same neanings as in section 4928.01 of the Revised Code.

(3) "Reduction in demand" has the sanme nmeaning as in section
1710. 01 of the Revised Code.

(B) The legislative authority of a municipal corporation nay
establish a | owcost alternative energy revolving | oan programto
assi st owners of real property within the nunicipal corporation
with installing and inplenmenting either of the following on their

real property:

(1) Alternative energy technologies limted to sol ar

phot ovol tai c projects, solar thernal energy projects, geotherm
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energy projects, and customner-generated energy projects;

(2) Energy efficiency technol ogi es, products, and activities
that reduce or support the reduction of energy consunption, allow
for the reduction in demand, or support the production of clean,

renewabl e energy.

(O If the legislative authority decides to establish such a
program the legislative authority shall adopt an ordi nance that

provides for the follow ng:

(1) Creation in the nunicipal treasury of an alternative

energy revol ving | oan fund;

(2) A source of noney, such as gifts, bond issues, rea
property assessnents, or federal subsidies, to seed the

al ternative energy revolving | oan fund,

(3) Facilities for making | oans fromthe alternative energy
revol ving loan fund, including an expl anati on of how owners of
real property within the nunicipal corporation may qualify for
| oans fromthe fund, a description of the alternative energy and
energy efficiency technol ogies and rel ated equi pment for which a
| oan can be made fromthe fund, authorization of a rnunici pal
agency to process applications for |oans and otherwise to
adm ni ster the |l owcost alternative energy revolving | oan program
a procedure whereby | oans can be applied for, criteria for
revi ewi ng and accepting or denying applications for |oans,
criteria for determ ning the appropriate anount of a | oan, the
interest rate to be charged, the repaynent schedul e, and ot her
terms and conditions of a |oan, and procedures for collecting

| oans that are not repaid according to the repaynent schedul e;

(4) A specification that repaynments of |oans fromthe

alternative energy revolving |oan fund nay be nade in installnents

Page 3

47

48
49
50
51

52
53
54

55
56

57
58
59

60
61
62
63
64
65
66
67
68
69
70
71
72
73

74
75

133HB6-0505/RYT



AMO505

and, at the option of the real property owner repaying the |oan
the installnents may be paid and collected as if they were speci al
assessnents paid and collected in the manner specified in Chapter

727. of the Revised Code and as specified in the ordinance;

(5) A specification that repaynments of |oans fromthe
alternative energy revolving loan fund are to be credited to the
fund, that the noney in the fund is to be invested pending its
being |l ent out, and that investnent earnings on the noney in the

fund are to be credited to the fund; and

(6) Other matters necessary and proper for efficient
operation of the |Iow cost alternative energy revolving | oan
program as a nmeans of encouragi ng use of alternative energy and

energy efficiency technol ogi es.

The interest rate charged on a loan fromthe alternative
energy revolving | oan fund shall be bel ow prevailing nmarket rates.
The legislative authority may specify the interest rate in the
ordi nance or may, after establishing a standard in the ordi nance
whereby the interest rate can be specified, delegate authority to
specify the interest rate to the adnministrator of |oans fromthe

al ternative energy revolving | oan fund.

The alternative energy revolving |loan fund shall be seeded
with sufficient noney to enable | oans to be made until the fund
accumul ates sufficient reserves through investnent and repaynent

of loans for revol ving operation.

(D) Except as provided in division (E) of this section, an
electric distribution utility may count toward its conpliance with

t he energy efeieney perfornmance and waste reduction program and

peak demand reduction requirements of section 4928.66 of the
Revi sed Code any energy eff+etreney savings or any reduction in

demand that is produced by projects utilizing alternative energy
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technol ogi es or energy effieieney savings technol ogi es, products,
and activities that are located in its certified territory and for

whi ch a | oan has been nade under this section

(E) A nercantile customer that realizes energy efficiency
savi ngs or reduction in demand produced by alternative energy
technol ogi es or energy efHeienrey savings technol ogi es, products,
or activities that it owns and for which a | oan has been nade
under this section nay elect to conmmit the savings or reduction to
the electric distribution utility in exchange for an exenption
froman energy efficieney savings cost recovery mechani sm
permtted under section 4928.66 of the Revised Code, approved by

the public utilities comr ssion

(F) The legislative authority shall submt a quarterly report
to the electric distribution utility that includes, but is not

limted to, both of the follow ng:

(1) The nunber and a description of each new and ongoi ng
project utilizing alternative energy technol ogi es or energy
efficienecy savings technol ogi es, products, or activities |ocated
inthe utility's certified territory that produces energy
efficieney savings or reduction in demand and for which a | oan has

been made under this section

(2) Any additional information that the electric distribution
utility needs in order to obtain credit under section 4928. 66 of
the Revised Code for energy effiecienecy savings or reduction in

demand from such projects.

Sec. 1710.061. (A) Except as provided in division (B) of this

section, an electric distribution utility may count toward its

conpliance with the energy efficienecy performnce and waste

reducti on program and peak demand reduction requirenments of

Page 5

106
107
108

109
110
111
112
113
114
115
116
117

118
119
120

121
122
123
124
125
126

127
128
129
130

131
132
133
134

133HB6-0505/RYT



AMO505

section 4928.66 of the Revised Code any effieieney savings or
reduction in demand produced by a special energy inprovenent

project located inits certified territory.

(B) A nercantile customer that realizes energy efficiency
savings or reduction in demand produced by a special energy
i mprovement project that it owns may elect to conmmit the savings
or reduction to the electric distribution utility in exchange for
an exenption from an energy effieieney savings cost recovery
mechani sm pernitted under section 4928.66 of the Revised Code,

approved by the public utilities conmm ssion

(© The board of directors of a special inprovement district
shall submit a quarterly report to the electric distribution
utility that includes, but is not limted to, both of the

foll ow ng:

(1) The total nunmber and a description of each new and
ongoi ng speci al energy inprovenent project located within the
speci al inprovenment district that produces energy efficiency

savings or reduction in demand;

(2) Any additional information that the electric distribution
utility needs in order to obtain credit under section 4928. 66 of
the Revised Code for energy effieieney savings or reduction in

demand from such projects.”

After line 582, insert:

Sec. 4905.31. Chapters 4901., 4903., 4905., 4907., 4909.
4921., 4923., 4927., 4928., and 4929. of the Revised Code do not
prohibit a public utility fromfiling a schedule or establishing
or entering into any reasonabl e arrangenent with another public
utility or with one or nore of its custoners, consuners, or

enpl oyees, and do not prohibit a nmercantile custoner of an
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electric distribution utility as those terns are defined in
section 4928.01 of the Revised Code or a group of those custoners
from establishing a reasonabl e arrangenent with that utility or
another public utility electric light conpany, providing for any

of the follow ng:
(A) The division or distribution of its surplus profits;

(B) A sliding scale of charges, including variations in rates
based upon stipulated variations in cost as provided in the

schedul e or arrangenent.

(O A nminimumcharge for service to be rendered unl ess such
nm ni num charge is made or prohibited by the ternms of the
franchi se, grant, or ordi nance under which such public utility is

oper at ed;

(D) A classification of service based upon the quantity used,
the time when used, the purpose for which used, the duration of

use, and any ot her reasonabl e considerati on;

(E) Any other financial device that nay be practicable or
advant ageous to the parties interested. In the case of a schedule
or arrangenment concerning a public utility electric |ight conpany,
such other financial device may include a device to recover costs
incurred in conjunction with any econoni c devel opment and j ob
retention programof the utility within its certified territory,

i ncludi ng recovery of revenue feregone forgone as a result of any
such program any devel opnent and inpl enentation of peak demand

reduction and energy effeteney perfornmance and waste reduction

progranms under section 4928.66 of the Revised Code; any

acqui sition and depl oynent of advanced netering, including the
costs of any neters prematurely retired as a result of the
advanced netering inplenentation; and conpliance with any

gover nnent mandat e.
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No such schedule or arrangenment is lawful unless it is filed
wi th and approved by the comi ssion pursuant to an application
that is subnitted by the public utility or the nercantile customer
or group of mercantile custoners of an electric distribution
utility and is posted on the conmm ssion's docketing infornmation

system and i s accessible through the internet.

Every such public utility is required to conformits
schedul es of rates, tolls, and charges to such arrangenent,
sliding scale, classification, or other device, and where variable
rates are provided for in any such schedul e or arrangenent, the
cost data or factors upon which such rates are based and fi xed
shall be filed with the comm ssion in such formand at such tines

as the conm ssion directs.

Every such schedul e or reasonabl e arrangenent shall be under
the supervision and regul ation of the comission, and is subject

to change, alteration, or nodification by the conm ssion."

In line 850, strike through "efficiency" and insert

"performance and waste reduction"

In line 862, strike through "efficiency" and insert

"performance and waste reduction"

In line 863, strike through "requirenments” and insert

"st andar ds"

In line 922, strike through "efficiency" and insert

"performance and waste reduction"

In line 923, strike through "requirements” and insert

"st andar ds"

After line 1010, insert:

"Sec. 4928.02. It is the policy of this state to do the
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foll owing throughout this state:

(A) Ensure the availability to consuners of adequate,
reliable, safe, efficient, nondiscrininatory, and reasonably

priced retail electric service;

(B) Ensure the availability of unbundl ed and conparabl e
retail electric service that provides consunmers with the supplier
price, terns, conditions, and quality options they elect to neet

their respective needs;

(© Ensure diversity of electricity supplies and suppliers,
by giving consuners effective choices over the selection of those
supplies and suppliers and by encouragi ng the devel opnent of

di stributed and small generation facilities;

(D) Encourage innovation and market access for cost-effective
suppl y- and denand-side retail electric service including, but not
limted to, demand-si de managenent, tine-differentiated pricing,
wast e energy recovery systens, smart grid prograns, and

i mpl ement ati on of advanced netering infrastructure;

(E) Encourage cost-effective and efficient access to
informati on regardi ng the operation of the transm ssion and
di stribution systens of electric utilities in order to pronote
both effective customer choice of retail electric service and the
devel oprment of performance standards and targets for service
quality for all consumers, including annual achi evenent reports

witten in plain | anguage;

(F) Ensure that an electric utility's transm ssion and
di stribution systens are available to a customer-generator or
owner of distributed generation, so that the custoner-generator or

owner can market and deliver the electricity it produces;

(G Recogni ze the continuing emergence of conpetitive
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electricity nmarkets through the devel opnent and i npl enentati on of

flexible regulatory treatnent;

(H) Ensure effective conpetition in the provision of retai
el ectric service by avoiding anticonpetitive subsidies flow ng
froma nonconpetitive retail electric service to a conpetitive
retail electric service or to a product or service other than
retail electric service, and vice versa, including by prohibiting
the recovery of any generation-related costs through distribution

or transm ssion rates;

(1) Ensure retail electric service consuners protection
agai nst unreasonabl e sal es practices, narket deficiencies, and

mar ket power ;

(J) Provide coherent, transparent neans of giving appropriate
incentives to technol ogi es that can adapt successfully to

potenti al environnental mandates;

(K) Encourage inplenentation of distributed generation across
custonmer classes through regul ar revi ew and updati ng of
adm ni strative rules governing critical issues such as, but not
linmted to, interconnection standards, standby charges, and net

net eri ng;

(L) Protect at-risk populations, including, but not limted
to, when considering the inplenentation of any new advanced energy

or renewabl e energy resource;

(M Encourage the education of small business owners in this
state regarding the use of, and encourage the use of, energy

efficiency performance and waste reduction prograns and

al ternative energy resources in their businesses;

(N) Facilitate the state's effectiveness in the gl obal

econony.
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In carrying out this policy, the commi ssion shall consider
rules as they apply to the costs of electric distribution
infrastructure, including, but not limted to, |ine extensions,

for the purpose of developnent in this state.

Sec. 4928.142. (A) For the purpose of conplying with section
4928. 141 of the Revised Code and subject to division (D) of this
section and, as applicable, subject to the rate plan requirenent
of division (A) of section 4928.141 of the Revised Code, an
electric distribution utility may establish a standard service
offer price for retail electric generation service that is

delivered to the utility under a market-rate offer.

(1) The market-rate offer shall be determ ned through a
competitive bidding process that provides for all of the

foll ow ng:
(a) Open, fair, and transparent conpetitive solicitation
(b) dear product definition;
(c) Standardi zed bid evaluation criteria;

(d) Oversight by an independent third party that shall design
the solicitation, admnister the bidding, and ensure that the
criteria specified in diwsien divisions (A)(1)(a) to (c) of this

section are net;

(e) Evaluation of the subnitted bids prior to the selection

of the | east-cost bid winner or w nners.

No generation supplier shall be prohibited from participating

in the bidding process.

(2) The public utilities comm ssion shall nodify rules, or
adopt new rul es as necessary, concerning the conduct of the

conpetitive bidding process and the qualifications of bidders,
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which rules shall foster supplier participation in the bidding
process and shall be consistent with the requirenments of division
(A) (1) of this section

(B) Prior to initiating a conpetitive bidding process for a
mar ket-rate offer under division (A) of this section, the electric
distribution utility shall file an application with the
commi ssion. An electric distribution utility may file its
application with the conm ssion prior to the effective date of the
conmmi ssion rules required under division (A)(2) of this section,
and, as the conmi ssion determ nes necessary, the utility shal
i medi ately conformits filing to the rules upon their taking

ef fect.

An application under this division shall detail the electric
distribution utility's proposed conpliance with the requirenents
of division (A)(1) of this section and with conmi ssion rul es under
division (A)(2) of this section and denponstrate that all of the

foll owing requirenents are mnet

(1) The electric distribution utility or its transm ssion
service affiliate belongs to at |east one regional transm ssion
organi zati on that has been approved by the federal energy
regul atory conm ssion; or there otherw se is conparabl e and

nondi scrinmnatory access to the electric transm ssion grid.

(2) Any such regional transm ssion organi zation has a
mar ket -nmonitor function and the ability to take actions to
identify and mitigate market power or the electric distribution
utility's market conduct; or a simlar market nonitoring function
exi sts with commensurate ability to identify and nonitor market
conditions and mtigate conduct associated with the exercise of

mar ket power.

(3) A published source of information is available publicly
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or through subscription that identifies pricing information for
traded electricity on- and off-peak energy products that are
contracts for delivery beginning at | east two years fromthe date

of the publication and is updated on a regul ar basis.

The commi ssion shall initiate a proceeding and, within ninety
days after the application's filing date, shall determ ne by order
whet her the electric distribution utility and its market-rate
of fer meet all of the foregoing requirenents. If the finding is
positive, the electric distribution utility may initiate its
conmpetitive bidding process. If the finding is negative as to one
or nore requirements, the conm ssion in the order shall direct the
electric distribution utility regardi ng how any deficiency nmay be
renedied in a tinmely manner to the commission's satisfaction
ot herwi se, the electric distribution utility shall w thdraw the
application. However, if such renedy is nade and the subsequent
finding is positive and also if the electric distribution utility
made a simultaneous filing under this section and section 4928. 143
of the Revised Code, the utility shall not initiate its
conpetitive bid until at |east one hundred fifty days after the

filing date of those applications.

(C© Upon the conpletion of the conpetitive bidding process
aut hori zed by divisions (A and (B) of this section, including for
the purpose of division (D) of this section, the conmm ssion shal
sel ect the | east-cost bid wi nner or winners of that process, and
such selected bid or bids, as prescribed as retail rates by the
commi ssion, shall be the electric distribution utility's standard
service offer unless the comm ssion, by order issued before the
third cal endar day follow ng the conclusion of the conpetitive
bi ddi ng process for the market rate offer, determ nes that one or

nore of the following criteria were not net:
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(1) Each portion of the bidding process was oversubscri bed,
such that the amount of supply bid upon was greater than the

amount of the load bid out.
(2) There were four or nore bidders.

(3) At least twenty-five per cent of the load is bid upon by

one or nore persons other than the electric distribution utility.

All costs incurred by the electric distribution utility as a
result of or related to the conpetitive bidding process or to
procuring generation service to provide the standard service
of fer, including the costs of energy and capacity and the costs of
all other products and services procured as a result of the
conmpetitive bidding process, shall be tinmely recovered through the
standard service offer price, and, for that purpose, the
commi ssion shall approve a reconciliation nmechani sm other
recovery nmechani sm or a conbination of such mechanisns for the

utility.

(D) The first application filed under this section by an
electric distribution utility that, as of July 31, 2008, directly
owns, in whole or in part, operating electric generating
facilities that had been used and useful in this state shal
require that a portion of that utility's standard service offer
load for the first five years of the market rate offer be
conmpetitively bid under division (A) of this section as follows:
ten per cent of the load in year one, not nore than twenty per
cent in year two, thirty per cent in year three, forty per cent in
year four, and fifty per cent in year five. Consistent with those
per cent ages, the conmm ssion shall determ ne the actual percentages
for each year of years one through five. The standard service
offer price for retail electric generation service under this

first application shall be a proportionate blend of the bid price
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and the generation service price for the remaini ng standard
service offer | oad, which latter price shall be equal to the
electric distribution utility's nost recent standard service offer
price, adjusted upward or downward as the conm ssion determ nes
reasonabl e, relative to the jurisdictional portion of any known
and neasur abl e changes fromthe | evel of any one or nore of the
following costs as reflected in that nost recent standard service

of fer price:

(1) The electric distribution utility's prudently incurred

cost of fuel used to produce electricity;
(2) Its prudently incurred purchased power costs;

(3) Its prudently incurred costs of satisfying the supply and
demand portfolio requirenents of this state, including, but not

limted to, renewabl e energy resource requirenents and energy

effHetreney—reguirerents performance and waste reduction standards;

(4) Its costs prudently incurred to conply with environnental
| aws and regul ations, with consideration of the derating of any

facility associated with those costs.

I n maki ng any adjustnment to the nost recent standard service
offer price on the basis of costs described in division (D) of
this section, the conm ssion shall include the benefits that may
becone available to the electric distribution utility as a result
of or in connection with the costs included in the adjustnent,
including, but not linited to, the utility's receipt of enissions
credits or its receipt of tax benefits or of other benefits, and,
accordingly, the conmm ssion may inpose such conditions on the
adj ustment to ensure that any such benefits are properly aligned
wWith the associated cost responsibility. The comm ssion shall also
determ ne how such adjustrments will affect the electric

distribution utility's return on common equity that may be
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achi eved by those adjustnments. The comn ssion shall not apply its
consi deration of the return on conmon equity to reduce any

adj ust ments aut hori zed under this division unless the adjustnents
will cause the electric distribution utility to earn a return on
common equity that is significantly in excess of the return on
common equity that is earned by publicly traded conpanies,
including utilities, that face conparabl e busi ness and fi nanci al
risk, with such adjustnents for capital structure as nmay be
appropriate. The burden of proof for denobnstrating that
significantly excessive earnings will not occur shall be on the

electric distribution utility.

Additionally, the comm ssion may adjust the electric
distribution utility's nost recent standard service offer price by
such just and reasonabl e anbunt that the commi ssion determ nes
necessary to address any energency that threatens the utility's
financial integrity or to ensure that the resulting revenue
available to the utility for providing the standard service offer
is not so inadequate as to result, directly or indirectly, in a
taki ng of property w thout conpensation pursuant to Section 19 of
Article I, Chio Constitution. The electric distribution utility
has the burden of denpnstrating that any adjustment to its nost
recent standard service offer price is proper in accordance with

this division.

(E) Beginning in the second year of a blended price under
division (D) of this section and notw thstandi ng any ot her
requi rement of this section, the conm ssion may alter
prospectively the proportions specified in that division to
mtigate any effect of an abrupt or significant change in the
electric distribution utility's standard service offer price that
woul d otherwise result in general or with respect to any rate

group or rate schedule but for such alteration. Any such
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alteration shall be made not nore often than annually, and the
conmm ssion shall not, by altering those proportions and in any
event, including because of the length of tine, as authorized
under division (C) of this section, taken to approve the market
rate offer, cause the duration of the blending period to exceed
ten years as counted fromthe effective date of the approved

mar ket rate offer. Additionally, any such alteration shall be
limted to an alteration affecting the prospective proportions
used during the blending period and shall not affect any bl ending
proportion previously approved and applied by the comr ssion under

this division.

(F) An electric distribution utility that has received
conm ssi on approval of its first application under division (C of
this section shall not, nor ever shall be authorized or required
by the commission to, file an application under section 4928. 143
of the Revised Code.

Sec. 4928.143. (A) For the purpose of conplying with section
4928. 141 of the Revised Code, an electric distribution utility may
file an application for public utilities conm ssion approval of an
electric security plan as prescribed under division (B) of this
section. The utility may file that application prior to the
ef fective date of any rules the conm ssion may adopt for the
pur pose of this section, and, as the conm ssion deternines
necessary, the utility imediately shall conformits filing to

those rul es upon their taking effect.

(B) Notw t hstandi ng any other provision of Title XLIX of the
Revi sed Code to the contrary except division (D) of this section
divisions (1), (J), and (K) of section 4928.20, division (E) of
section 4928. 64, and section 4928.69 of the Revi sed Code:
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(1) An electric security plan shall include provisions
relating to the supply and pricing of electric generation service.
In addition, if the proposed electric security plan has a term
| onger than three years, it may include provisions in the plan to
permit the commi ssion to test the plan pursuant to division (E) of
this section and any transitional conditions that should be
adopted by the comrission if the comm ssion term nates the plan as

aut hori zed under that division.

(2) The plan may provide for or include, without linmtation

any of the foll ow ng:

(a) Autonmatic recovery of any of the follow ng costs of the
electric distribution utility, provided the cost is prudently
incurred: the cost of fuel used to generate the electricity
supplied under the offer; the cost of purchased power supplied
under the offer, including the cost of energy and capacity, and
i ncl udi ng purchased power acquired froman affiliate; the cost of
em ssion allowances; and the cost of federally mandated carbon or

ener gy taxes;

(b) A reasonabl e allowance for construction work in progress
for any of the electric distribution utility's cost of
constructing an electric generating facility or for an
envi ronment al expenditure for any electric generating facility of
the electric distribution utility, provided the cost is incurred
or the expenditure occurs on or after January 1, 2009. Any such
al | onance shall be subject to the construction work in progress
all owance linitations of division (A of section 4909.15 of the
Revi sed Code, except that the conm ssion may authorize such an
al | owance upon the incurrence of the cost or occurrence of the
expendi ture. No such allowance for generating facility

construction shall be authorized, however, unless the conmm ssion
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first deternines in the proceeding that there is need for the
facility based on resource planning projections submtted by the
electric distribution utility. Further, no such all owance shall be
aut hori zed unless the facility's constructi on was sourced through
a conpetitive bid process, regardi ng which process the conmi ssion
may adopt rules. An allowance approved under division (B)(2)(b) of
this section shall be established as a nonbypassabl e surcharge for

the life of the facility.

(c) The establishnment of a nonbypassabl e surcharge for the
life of an electric generating facility that is owned or operated
by the electric distribution utility, was sourced through a
competitive bid process subject to any such rules as the
conm ssi on adopts under division (B)(2)(b) of this section, and is
new y used and useful on or after January 1, 2009, which surcharge
shall cover all costs of the utility specified in the application
excl udi ng costs recovered through a surcharge under division
(B)(2)(b) of this section. However, no surcharge shall be
aut hori zed unl ess the comm ssion first determnes in the
proceeding that there is need for the facility based on resource
pl anni ng projections submtted by the electric distribution
utility. Additionally, if a surcharge is authorized for a facility
pursuant to plan approval under division (C) of this section and
as a condition of the continuation of the surcharge, the electric
distribution utility shall dedicate to Chio consumers the capacity
and energy and the rate associated with the cost of that facility.
Bef ore the conmmi ssion authorizes any surcharge pursuant to this
division, it may consider, as applicable, the effects of any

deconmi ssi oning, deratings, and retiremnents.

(d) Terms, conditions, or charges relating to limtations on
custonmer shopping for retail electric generation service,

bypassability, standby, back-up, or supplenental power service,
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default service, carrying costs, anortization periods, and
accounting or deferrals, including future recovery of such
deferrals, as would have the effect of stabilizing or providing

certainty regarding retail electric service;

(e) Automatic increases or decreases in any conponent of the

standard service offer price;

(f) Consistent with sections 4928.23 to 4928. 2318 of the
Revi sed Code, both of the foll ow ng:

(i) Provisions for the electric distribution utility to
securitize any phase-in, inclusive of carrying charges, of the
utility's standard service offer price, which phase-in is
aut hori zed in accordance with section 4928. 144 of the Revised
Code;

(ii) Provisions for the recovery of the utility's cost of

securitization

(g) Provisions relating to transnission, ancillary,
congestion, or any related service required for the standard
service offer, including provisions for the recovery of any cost
of such service that the electric distribution utility incurs on

or after that date pursuant to the standard service offer

(h) Provisions regarding the utility's distribution service,
including, without linmitation and notw thstandi ng any provision of
Title XLI X of the Revised Code to the contrary, provisions
regardi ng single issue ratenmaking, a revenue decoupling nmechani sm
or any other incentive ratenmaking, and provisions regarding
distribution infrastructure and noderni zati on i ncentives for the
electric distribution utility. The latter may include a long-term
energy delivery infrastructure nodernization plan for that utility

or any plan providing for the utility's recovery of costs,
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i ncluding | ost revenue, shared savings, and avoi ded costs, and a
just and reasonable rate of return on such infrastructure
noder ni zation. As part of its determination as to whether to all ow
in an electric distribution utility's electric security plan

i nclusion of any provision described in division (B)(2)(h) of this
section, the comm ssion shall exam ne the reliability of the
electric distribution utility's distribution system and ensure
that custoners' and the electric distribution utility's
expectations are aligned and that the electric distribution
utility is placing sufficient enphasis on and dedicating
sufficient resources to the reliability of its distribution

syst em

(1) Provisions under which the electric distribution utility
may i npl ement econom ¢ devel opnent, job retention, and energy

effetreney performance and waste reduction prograns, which

provi sions nmay all ocate program costs across all classes of
custoners of the utility and those of electric distribution

utilities in the sane hol di ng conpany system

(O (1) The burden of proof in the proceeding shall be on the
electric distribution utility. The conm ssion shall issue an order
under this division for an initial application under this section
not |ater than one hundred fifty days after the application's
filing date and, for any subsequent application by the utility
under this section, not later than two hundred seventy-five days
after the application's filing date. Subject to division (D) of
this section, the conm ssion by order shall approve or nodify and
approve an application filed under division (A) of this section if
it finds that the electric security plan so approved, including
its pricing and all other ternms and conditions, including any
deferrals and any future recovery of deferrals, is nore favorable

in the aggregate as conpared to the expected results that woul d
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ot herwi se apply under section 4928. 142 of the Revised Code.
Additionally, if the comr ssion so approves an application that
contai ns a surcharge under division (B)(2)(b) or (c) of this
section, the comm ssion shall ensure that the benefits derived for
any purpose for which the surcharge is established are reserved
and made available to those that bear the surcharge. O herw se,

the comm ssion by order shall disapprove the application

(2)(a) If the comr ssion nodifies and approves an application
under division (C (1) of this section, the electric distribution
utility may withdraw the application, thereby terninating it, and
may file a new standard service offer under this section or a

standard service offer under section 4928.142 of the Revi sed Code.

(b) If the utility term nates an application pursuant to
division (C(2)(a) of this section or if the comm ssion
di sapproves an application under division (C (1) of this section,
the commi ssion shall issue such order as is necessary to continue
the provisions, ternms, and conditions of the utility's nost recent
standard service offer, along with any expected increases or
decreases in fuel costs fromthose contained in that offer, unti
a subsequent offer is authorized pursuant to this section or

section 4928.142 of the Revised Code, respectively.

(D) Regarding the rate plan requirenent of division (A of
section 4928. 141 of the Revised Code, if an electric distribution
utility that has a rate plan that extends beyond Decenber 31,
2008, files an application under this section for the purpose of
its conpliance with division (A) of section 4928.141 of the
Revi sed Code, that rate plan and its terns and conditions are
hereby incorporated into its proposed electric security plan and
shall continue in effect until the date schedul ed under the rate

plan for its expiration, and that portion of the electric security
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pl an shall not be subject to comnr ssion approval or disapproval
under division (C of this section, and the earnings test provided
for in division (F) of this section shall not apply until after
the expiration of the rate plan. However, that utility may include
inits electric security plan under this section, and the

commi ssion rmay approve, nodify and approve, or disapprove subject
to division (C) of this section, provisions for the increnental
recovery or the deferral of any costs that are not being recovered
under the rate plan and that the utility incurs during that
continuation period to conply with section 4928. 141, division (B)
of section 4928.64, or division (A of section 4928.66 of the

Revi sed Code.

(E) If an electric security plan approved under division (C
of this section, except one withdrawn by the utility as authorized
under that division, has a term exclusive of phase-ins or
deferrals, that exceeds three years fromthe effective date of the
pl an, the comnr ssion shall test the plan in the fourth year, and
if applicable, every fourth year thereafter, to determ ne whether
the plan, including its then-existing pricing and all other terns
and conditions, including any deferrals and any future recovery of
deferrals, continues to be nore favorable in the aggregate and
during the remaining termof the plan as conpared to the expected
results that would otherw se apply under section 4928.142 of the
Revi sed Code. The commi ssion shall also deternine the prospective
effect of the electric security plan to deternmine if that effect
is substantially likely to provide the electric distribution
utility with a return on common equity that is significantly in
excess of the return on conmon equity that is likely to be earned
by publicly traded conpanies, including utilities, that face
conpar abl e busi ness and financial risk, with such adjustnents for

capital structure as nmay be appropriate. The burden of proof for
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denonstrating that significantly excessive earnings will not occur
shall be on the electric distribution utility. If the test results
are in the negative or the conmi ssion finds that continuation of
the electric security plan will result in a return on equity that
is significantly in excess of the return on common equity that is
likely to be earned by publicly traded compani es, incl uding
utilities, that will face conparabl e business and financial risk
with such adjustnments for capital structure as nay be appropriate,
during the balance of the plan, the comm ssion may term nate the
el ectric security plan, but not until it shall have provided
interested parties with notice and an opportunity to be heard. The
conmmi ssion may i npose such conditions on the plan's termination as
it considers reasonabl e and necessary to accommodate the
transition froman approved plan to the nore advant ageous
alternative. In the event of an electric security plan's

term nation pursuant to this division, the conmi ssion shall pernmit
the continued deferral and phase-in of any anounts that occurred
prior to that term nation and the recovery of those anmounts as

contenpl ated under that electric security plan.

(F) Wth regard to the provisions that are included in an
el ectric security plan under this section, the conm ssion shal
consi der, follow ng the end of each annual period of the plan, if
any such adjustnents resulted in excessive earnings as neasured by
whet her the earned ret