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DIRECT TESTIMONY OF STEPHEN J- BARON 

1 I. QUALIFICATIONS AND SUMMARY 

2 Q. Please state your name and business address. 

3 

4 A. My name is Stephen J. Baron. My business address is J. Kennedy and Associates, 

5 Inc. ("Kennedy and Associates"), 570 Colonial Paric Drive, Suite 305, Roswell, 

6 Georgia 30075. 

7 

8 Q. What is your occupation and by who are you employed? 

9 

10 A. I am the President and a Principal of Kennedy and Associates, a firm of utility rate, 

11 planning, and economic constxltants in Atlanta, Georgia. 
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1 

2 Q. Please describe briefly the nature of the consulting services provided by 

3 Kennedy and Associates. 

4 

5 A. Kennedy and Associates provides consulting services in the electric and gas utility 

6 industries. Our clients include state agencies and industrial electricity consumers. 

7 The firm provides expertise in system planning, load forecasting, financial analysis, 

8 cost-of-service, and rate design. Current clients include the Georgia and Louisiana 

9 Public Service Commissions, and industrial consumer groups throughout the United 

10 States. 

11 

12 Q. Please state your educational background. 

13 

14 A. I graduated firom the University of Florida in 1972 with a B.A. degree with high 

15 honors in Political Science and significant coursework in Mathematics and 

16 Computer Science. In 1974,1 received a Master of Arts Degree in Economics, also 

17 fi"om the University of Florida. My areas of specialization were econometrics, 

18 statistics, and public utility economics. My thesis concemed the development of an 

19 econometric model to forecast electricity sales in the State of Florida, for which I 

20 received a grant fi'om the Public Utility Research Center of the University of 
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1 Florida. In addition, I have advanced study and coursework in time series analysis 

2 and dynamic model building. 

3 

4 Q. Please describe your professional experience. 

5 

6 A. I have more than thirty years of experience in the electric utility industry in the areas 

7 of cost and rate analysis, forecasting, planning, and economic analysis, 

8 

9 Following the completion of my graduate work hi economics, I joined the staff of 

10 the Florida Public Service Commission in August of 1974 as a Rate Economist. My 

11 responsibilities included the analysis of rate cases for electric, telephone, and gas 

12 utilities, as well as the preparation of cross-examination material and the preparation 

13 of staff recommendations. 

14 

15 In December 1975,1 joined the Utility Rate Consulting Division of Ebasco Services, 

16 Inc. as an Associate Consultant. In the seven years I worked for Ebasco, I received 

17 successive promotions, ultimately to the position of Vice President of Energy 

18 Management Services of Ebasco Business Consulting Company. My 

19 responsibilities included the management of a staff of consultants engaged in 

20 providing services in the areas of econometric modeling, load and energy 

J. Kennedy and Associates, Inc, 
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1 forecasting, production cost modeling, planning, cost-of-service analysis, 

2 cogeneration, and load management. 

3 

4 I joined the public accounting firm of Coopers & Lybrand in 1982 as a Manager of 

5 the Atianta Office of the Utility Regulatory and Advisory Services Group. In this 

6 capacity I was responsible for the operation and management of the Atlanta office. 

7 My duties included the technical and administrative supervision of the staff, 

8 budgeting, recruiting, and marketing as well as project management on client 

9 engagements. At Coopers & Lybrand, I specialized in utility cost analysis, 

10 forecasting, load analysis, economic analysis, and planning. 

11 

12 In Januaiy 1984,1 joined the consulting firm of Kennedy and Associates as a Vice 

13 President and Principal. I became President ofthe firm in January 1991. 

14 

15 During the course of my career, I have provided consxilting services to more than 

16 thirty utility, industrial, and Public Service Commission clients, including three 

17 intemational utility clients. 

18 

19 I have presented numerous papers and published an article entitied "How to Rate 

20 Load Management Programs" in tiie March 1979 edition of "Electrical World." My 

21 article on "Standby Electric Rates" was published in the November 8,1984 issue of 
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1 "Public Utilities Fortnightiy." In February of 1984,1 completed a detailed analysis 

2 entitied "Load Data Transfer Techniques" on behalf of the Electric Power Research 

3 Institute, which published the study. 

4 

5 I have presented testimony as an expert witness in Arizona, Arkansas, Colorado, 

6 Connecticut, Florida, Georgia, Indiana, Kentucky, Louisiana, Maine, Michigan, 

7 Minnesota, Maryland, Missouri, New Jersey, New Mexico, New York, North 

8 Carolina, Ohio, Pennsylvania, Texas, Virginia, West Virginia, Wisconsin, the 

9 Federal Energy Regulatory Commission and in United States Bankruptcy Court. A 

10 list of my specific regulatory appearances can be found in Baron Exhibit (SJB-1). 

11 

12 Q. On whose behalf are you testifying in this proceeding? 

13 

14 A. I am testifying on behalf of The Ohio Energy Group ("OEG"), a group of large 

15 industrial customers of The Toledo Edison Company ("TE"), Ohio Edison 

16 Company ("OE") and The Cleveland Electric Illuminating Company ("CEf), 

17 hereinafter referred to as "the Companies" or First Energy ("FE"). 

18 

19 Q. Have you previously presented testimony in FE cases in Ohio? 

20 
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1 A. Yes. I have previously testified in Case Nos. 88-171 and 88-170. I have also 

2 testified in Case Nos. 99-1212, 99-1213, and 99-1214, tiie 2000 proceedings in 

3 which the Companies' rates were unbundled and the Companies were restructured 

4 to hnplement retail competition. 

5 

6 Q. What is the purpose of your testimony? 

7 

8 A. I am addressing the Companies' filed class cost of service studies, rate schedule 

9 restructuring and the proposed apportiomnent ofthe overall revenue increase to rate 

10 schedules. I will also respond to the Staff Report for each Company on these same 

11 issues. 

12 

13 With regard to the Companies' filed class cost of service studies, I will discuss my 

14 general support for the methodologies employed by FE. However, because the 

15 Companies failed to remove the deferred RCP fuel amortization and retum costs 

16 fi'om then* studies, the reported relative rate of retum results reported by each 

17 Company are not correct. I will present corrected versions of each study that 

18 removes these deferred RCP fuel costs that the Ohio Supreme Court found to be 

19 improper. I will also address the general rate restructuring proposed by the 

20 Companies to simplify their rates and to establish consistent rate schedules among 
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1 the Companies. Fmally, I will discuss the Companies proposed apportionment of 

2 the overall revenue increase to rate schedules. 

3 

4 Witii regard to the Staffs recommendations, as discussed in the respective Staff 

5 Reports for each Company, I will address the Staffs recommended increases for 

6 each rate schedule and the Staffs recommended adjustments to remove the 

7 improper deferred RCP fiiel costs (amortization and retum). I will also address the 

8 Staffs recommended "revenue distribution factors" tiiat the Staff developed to 

9 adjust the rate schedule increases to conform to the Commission approved overall 

10 revenue increase for each Company. As I will discuss, the Staff's methodology does 

11 not reasonably provide for rate decreases that are supported by the results of the cost 

12 of service analyses. 

13 

14 Q. Would you summarize your recommendations and findings? 

15 

16 A. Yes. 

17 • The Companies' have developed class cost of service studies 
18 using a reasonable methodology to functionalize, classify and 
19 allocate costs to the restructured rate schedules proposed in 
20 this case. However, each of the Companies' studies includes 
21 costs associated with the deferral of RCP fuel expenses that 
22 have now been found to be inappropriate by the Supreme 
23 Court of Ohio. These cost of service studies must be revised 
24 to remove the amortization expense, the retum on the 
25 unamortized balances of RCP deferred fuel costs and 
26 associated income tax effects. 
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1 

2 • Because these deferred RCP costs are energy related, high 
3 load factor rate schedules, such a GP, GSUB and GT are 
4 most affected by the removal of the inappropriate costs. All 
5 else being equal, the corrected cost of service results imply 
6 larger reductions in the Companies' proposed increases for 
7 large, high load factor customers than for the system 
8 average. 
9 

10 • The proposed increase recommended by the Companies 
11 must be adjusted to reflect the cost of service differences 
12 due to the removal of the improper deferred RCP costs. 
13 
14 

15 • The Staff reconunendation in this case is to allocate the 
16 Commission authorized revenue increases for each 
17 Company among rate schedules on the basis of the relative 
18 revenue increase recommended by the Staff using the full 
19 Company requested increases (a scale-back method applied 
20 to the Staffs proposed revenue increases). The Staff 
21 methodology is not reasonable because it fails to adequately 
22 address situations where one or more rate schedules should 
23 receive a rate decrease (based on the full Company 
24 requested revenue level). A reasonable approach, which 
25 should be adopted, is to calculate the revenue 
26 apportionment based on a scale-back methodology applied 
27 to the total proposed rate schedule revenues^ calculated at 
28 the full Company requested increase. 
29 
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1 II. CLASS COST OF SERVICE STUDY ISSUES - RATE RESTRUCTURING 

2 

3 

4 Q. Have you reviewed the Companies* filed class cost of service studies? 

5 

6 A. Yes. The Companies' have developed class cost of service studies using a 

7 reasonable methodology to fiinctionalize, classify and allocate costs to the 

8 restructured rate schedules proposed m this case. However, as I will discuss 

9 subsequently, each of the Companies' studies includes costs associated with the 

10 deferral of RCP fiiel expenses that have now been found to be inappropriate by the 

11 Supreme Court ofOhio.' As a result, each ofthe Companies' cost of service studies 

12 must be revised to remove the amortization expense, the retum on the unamortized 

13 balances of RCP deferred fuel costs and associated income tax effects. 

14 

15 Q. The Staff Reports in each of the three cases addresses this issue (removing the 

16 improper RCP deferred fuel costs). Do you agree with the Staffs methodology 

17 to adjust the class cost of service study results to remove RCP deferred fuel 

18 costs? 

19 

20 

'August 29,2007 Ohio Supreme Court ruling in f/jfzaFowMt/rv Co. v. Pub. Util Comm., 114 Ohio St.3d 
305, 2007-Ohio 4164. 
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1 A. No. While the Staffs approach is not unreasonable, a more appropriate and 

2 accurate methodology is to actually revise each class cost of service study directly, 

3 to remove the improper RCP amortization expenses and returns. 

4 

5 The Staffs approach, as shown ui each ofthe three reports (Staff report, Table 2), is 

6 to make an after-the-fact adjustment to the proposed revenue increases for each rate 

7 schedule. The "proposed revenue increases" that are being adjusted are based on 

8 cost of service results that include the improper RCP deferred fuel costs. Since the 

9 original revenue increases were based on tiie Companies' cost of service results with 

10 the RCP deferred fuel expenses, the use of tiiese studies as a "guide" to the 

11 apportionment ofthe overall revenue increase to rate schedules is questionable. 

12 

13 Q. Did the Companies revise their class cost of service studies to remove the RCP 

14 deferred fuel costs? 

15 

16 A. No. Though OEG requested (OEG Set 3, No. 1) the Companies to do so, FE would 

17 not revise their class cost of service studies to remove the improper RCP costs. 

18 

19 Q. Before discussing the results of your revised class cost of service studies, which 

20 reflect the removal of RCP deferred fuel costs, would you address the 

21 Companies' proposals in this case to restructure their rate schedules? 

J. Kennedy and Associates, Inc. 
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2 A. Yes. Suice the class cost of service studies are stmctured to measure the rates of 

3 retum at present and proposed rates using the revised rate structures recommended 

4 by FE in this case, it is appropriate to comment on the restructuring. 

5 

6 Based on my review, I agree with the Staff that the Companies' proposed rate 

7 restmcturing is appropriate. Overall, tiie Companies' rate restmcturing approach is 

8 reasonable. For large customer classes, the Companies have proposed rates that are 

9 differentiated by serving voltage, which is appropriate, particularly for distribution 

10 rates. 

11 

12 As noted by Companies' witness Hussing, this is the first opportunity to revise the 

13 imbundled distribution rates that were established in the 2000 restmcturing 

14 proceedings. These unbundled rates were, in tum, based on bundled rates that were 

15 established many years ago. In the case of TE and CEI, the original bundled rates 

16 were developed in 1996 and for OE the current rates were originally developed in 

17 1990. Due to the passage of time, and the requirements ofthe unbundlmg process, 

18 the current distribution rates are not reflective of cost of service. This is particularly 

19 tme for some special contracts. Due to the expiration of some special contracts for 

20 large customers prior to the rate effective period in this case, the new restmctured 

J. Kennedy and Associates, Inc. 
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1 rate classes will include a large variety of customers, taking service on many 

2 different present rates. 

3 

4 Q. As you previously discussed, the Companies' filed cost of service results in this 

5 case that included the inappropriate RCP deferred fuel costs. Did the 

6 Companies rely on these studies to apportion the revenue increases to rate 

7 schedules and develop proposed rates? 

8 

9 A. Yes. As discussed by Companies' witness Hussing, FE used the class cost of 

10 service results as a starting point in the apportionment of the overall requested 

11 revenue increase for each Company. This resulted in each rate schedule producing 

12 an equal rate of retum at proposed rates. Adjustments were then made based on the 

13 principle of gradualism and rate unpact. 

14 

15 Table 1 shows the rates of retum and relative rate of retum indexes for each rate 

16 schedule, by Company, at present rates using the filed cost of service studies. These 

17 results, based on the Companies' cost of service studies that included RCP deferred 

18 fuel costs, show a wide disparity among rate schedules. As I indicated previously, 

19 these results are strongly influenced by the inclusion of expiring special contract 

20 industrial customers in the new standard tariff rate classes.̂  

^ Special contracts were unbundled such that the "distribution" rate was calculated as a residual, after the 
generation and transmission components ofthe bundled rate were removed. 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

Rate 

RS 

GS 

GP 

GSUB 

GT 

TL 

SL 

POL 

CONTRACT 

Total Retail 

Table 1 

First Energy Filed Cost of Service Study Results 

TE 

RQR 

-1.08% 

3.56% 

6.69% 

11.64% 

-3.21% 

14.51% 

4.29% 

5.84% 

-42.84% 

0.04% 

(at current rates) 

Index 

(27.0) 

89.3 

1678 

292.1 

(80.5) 

364.2 

107.7 

146.7 

(1.075.5) 

OE 

RQR 

2.64% 

2.20% 

1.19% 

3.35% 

-3.72% 

1.54% 

-1.47% 

3.54% 

7.33% 

2.26% 

Index 

1.17 

0.97 

0.53 

1.48 

-1.64 

0.68 

-0.65 

1.56 

3.24 

CE 

ROR 

5.52% 

0.03% 

5.36% 

9.23% 

10.25% 

10.32% 

8.67% 

17.24% 

3.53% 

3.61% 

Index 

1.53 

0.01 

1.48 

2.56 

2.84 

2.86 

2.40 

4.78 

0.98 

Q. Have you developed a revised class cost of service study that excludes the 

improper deferred RCP fuel related costs for each of the Companies? 

A. Yes. Baron Exhibits_(SJB-2), (SJB-3), and (SJB-4) contain tiie results of OEG's 

revised class cost of service studies for TE, OE and CEI that reflect the removal of 

deferred RCP fuel costs. Each of these cost of service studies has been adjusted to 

remove the deferred RCP fuel amortization expense, the debt-only retum on the 

unamortized balance of RCP deferred fuel and the associated income effects ofthe 

adjustments. In all otiier respects, each of tiiese revised cost of service studies is 

identical to the Companies' filed study. 

J. Kennedy and Associates, Inc. 



Stephen J, Baron 
Page 14 

7 

8 

9 

10 

11 

Table 2 summarizes the rates of return, by rate schedule, at present rates for each 

Company. As can be seen by comparing the results in Tables 1 and 2, there are 

some large differences in the earned rates of retum (at present rates) between the 

Companies' filed studies that included the improper deferred RCP fuel costs and the 

revised studies (Table 2) that remove these improper costs. 

Cost of Se 

Rate 

RS 

GS 

GP 

GSUB 

GT 

TL 

SL 

POL 

CONTRACT 

Total Retail 

rvlce Study • 

Table 2 

Remove RCP Fuel Costs 

(at current rates) 

I L 

-1.01% 

3.68% 

710% 

12.52% 

-1.99% 

14.62% 

4.31% 

5.87% 

-42.51% 

0.17% 

OE. 

8.80% 

11.30% 

10.34% 

10.36% 

16.78% 

9.48% 

-0.40% 

3.67% 

8.84% 

9.48% 

CEL 

8.51% 

10.62% 

10.54% 

12.95% 

17.28% 

94.82% 

8.80% 

1768% 

6.89% 

9.54% 

To see the sipiificance of these differences, I have made a graphical comparison 

between the two sets of cost of service study results. These results are shown in 

Figure 1 for Ohio Edison and Figures 2 and 3 for TE and CEI. 
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a As Filed 
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Figure 2 
Toledo Edison Rates of Return 

As Filed vs. Revised 

@As Filed 

• Revised 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

Figure 3 
Cleveland Electric Rates of Return 

As Filed vs. Revised 
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A. 

What conclusions do you dravc from the revised cost of service analyses? 

First, tiiere is the obvious result that the test year level of retum for all rate 

schedules, at present rates, is greater than reported by the Companies. This occurs 

because expenses and rate base have been reduced, while test year revenues (at 

present rates) remain the same. More si^ficantly, the impact on large general 

service rate schedules rates (GP, GSUB and GT) is generally greater than for total 

retail (all schedules) because tiie deferred RCP fuel costs, which are removed in the 

revised cost of service studies, had been allocated in the origmal cost of service 

study on the basis of kWh energy. Because these deferred RCP costs are energy 

related, high load factor rate schedules, such a GP, GSUB and GT are most affected 
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1 by the removal ofthe mappropriate costs. AU else being equal, the corrected cost of 

2 service results imply larger reductions in the Companies' proposed increases for 

3 large, high load factor customers. In the next section, I will present OEG's 

4 recommended revenue increases for each Company by rate schedule, reflecting the 

5 results ofour revised cost of service study. 
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1 IIL APPORTIOMMENT OF REVENUE INCREASE TO RATE SCHEDULES 

2 

3 Q. Have you developed an apportionment of the Companies' requested revenue 

4 increases, by rate schedule that reflect your revised cost of service study 

5 results? 

6 

7 A. Yes. Table 3 summarizes the revenue increases by rate schedule for each 

8 Company, based on the revised class cost of service studies presented in 

9 Exhibits (̂SJB-2), (SJB-3) and (SJB-4). As discussed previously, these cost of 

10 service studies, and the revenue increases shown in Table 3 reflect the Companies 

11 requested revenue requirement, adjusted to remove the deferred RCP fuel costs 

12 found to be improper by the Ohio Supreme Court. In all other respects, these 

13 results reflect each Company's original filing. 

14 

15 For the most part, the Comparues' original recommended revenue increases 

16 followed the results of the cost of service studies, such that proposed rates were 

17 developed to recover cost of service. However, as noted by Companies' witness 

18 Hussing, FE is recommending some mitigation of full cost of service in some 

19 cases. In particular, for the Contract rate class, the provisions of each contract 

20 determine the revenue increase, rather than the results of the class cost of service 

21 study. Because of these issues (mitigation, contract rates), I have developed the 

J. Kennedy and Associates, Inc. 
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1 OEG the proposed revenue increases shown in Table 3 based on an adjustment to 

2 the Companies' original proposed revenue increases for each rate schedule, as 

3 filed in this case. The adjustment that I made reflects the revenue requirement 

4 impact of removing the allocated deferred RCP fiiel costs (amortization, retum on 

5 unamortized balance and associated taxes) fixim the cost of service, at proposed 

6 revenue levels for each rate class. 

7 

8 The increases shown in Table 3 reflect the mitigation for certain rates proposed by 

9 the Companies. In addition, all ofthe increases shown in Table 3 assume that the 

10 Companies receive 100% of their requested mcreases (except for the deferred 

11 RCP fuel costs). The apportionment shown in Table 3 would have to be adjusted 

12 to reflect the actual level of Commission approved revenue increase for each 

13 Company. 

14 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

Rate 

RS 

GS 

GP 

GSUB 

GT 

TL 

SL 

POL 

CONTRACT 

Total Retail 

Table 3 

Proposed Aliocation of Revenue Increases* 

TE 

$incr£asg 

26.767 

34,635 

2.960 

6 

633 

11 

(121) 

(8) 
897 

65.780 

($1,GOO'S) 

%. 

31.67% 

76.51% 

29.44% 

1.50% 

26.32% 

9.60% 

-2.12% 

-0.58% 

(see-) 

45.01% 

OE 

$ Increase 

80.591 

49,886 

5,575 

(148) 

5,845 

83 

317 

(20) 

(404) 

141,724 

%. 

26.15% 

41.81% 

21.97% 

-2.89% 

65.34% 

2703% 

4.05% 

-0.49% 

-5.22% 

29.11% 

* These increase are at the Companies' full requested revenue increases. 

CEI 

$lncreasg 

19,483 

74,965 

143 

(1.145) 

(237) 

(21) 

(148) 

(55) 

865 

93,851 

as filed, 

and must tie scaled-back to the Commission approved Increase amounts. 

** Existing distribution revenues are negative for these customers. 

% 

8.69% 

5726% 

5.10% 

-5.46% 

-21.33% 

-12.94% 

-0.87% 

-0.64% 

4.80% 

22.15% 

As you discussed in previously, the Companies' original proposed 

apportionment of the overall revenue increases reflects signiflcant mitigation, 

particularly for TE. To the extent that you incorporated the Companies' 

original apportionment in the proposed increases shown in Table 3, do you 

agree with all of these mitigation adjustments made by FE? 

No. Though I did not make any adjustments to the Companies' original 

apportionment proposal, except for the adjustments to remove the RCP deferred 

fuel costs, I do believe that the proposed increases for the RS, GS and GP rate 

schedules for Toledo Edison should be modified to better reflect the results of the 
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1 cost of service studies. This would involve shifting some of the proposed 

2 increases for the TE rate schedules GS and GP to rate schedule RS. The Staff 

3 Report recommends a similar adjustment to Toledo Edison's proposed increases 

4 for these three TE rate schedules "to better reflect costs (Staff Report on Toledo 

5 Edison at page 27). 

6 

7 Q. The Staff is reconunending a methodology to apportion the Comniission 

8 approved revenue increases among rate schedules, assuming (as is likely) that 

9 these approved increases are less than the Companies' requested increases. 

10 Do you agree with the Staff proposed methodology ("revenue distribution 

11 factors")? 

12 

13 A. No. The Staff recommendation is to allocate the approved revenue increases for 

14 each Company among rate schedules on the basis ofthe relative revenue increase 

15 recommended by the Staff at the full Company requested level. If all rate 

16 schedules were receiving an increase at the full Company request, the Staff 

17 methodology would be a reasonable approach. For example, if the Staff 

18 recommends a $10 million revenue increase for a Company's residential rate at 

19 the full requested increase of $50 million, then the Staff would assign 20% ofthe 

20 Commission authorized increase to the residential rate. This approach works 

21 reasonably well if all rate schedules are assigned a revenue mcrease or a "0" 
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1 increase. However, if one or more rate schedules should receive a rate decrease, 

2 even if the Company receives its entire requested revenue increase, then the Staff 

3 methodology becomes problematic. 

4 

5 Q. Would you provide an illustration of the problem with the Staff 

6 methodology, in the case of a rate schedule that should receive a revenue 

7 decrease? 

8 

9 A Table 4 below illustrates this problem. For simplicity, I have assumed three rate 

10 schedules; residential, commercial and industrial. In this case, the utility is 

11 requesting an overall revenue increase of $100 million. Based on cost of service 

12 results, assume that the appropriate revenue increases for each rate schedule at the 

13 full $100 million increase are as shown in the table. In this example, the 

14 commercial class should receive a $10 million decrease at the full $100 million 

15 increase requested by the utility. 

16 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

Table 4 

Illustration of Problem With Staff IVIethod 

Residentilal 

Commercial 

Industrial 

Total 

Revenue 

Increase* 

$ 75.0 

$ (10.0) 

$ 35.0 

$ 100.0 

* At full utility requested level 

Increase 

Distribution 

Factor 

75.00% 

-10.00% 

35,00% 

100% 

Allocation 

of Approved 

lncr@a§g 

$ 375 

$ (5.0) 

$ 17.5 

$ 50.0 

The column labeled "increase distribution factor" is based on the recommended 

revenue increase at the full $100 million level. If the approved overaU increase is 

only $50 million, the use of a traditional percentage factor approach will actually 

result in a smaller decrease for the commercial class than if the Company received 

its entire $100 million increase ($5 million decrease versus $10 million decrease). 

This is obviously not fair. In this case, the Commission found that the utility's 

overall revenue requirement is lower than the Company filed amount, yet the 

commercial class will pay higher rates than if the Company actually received the 

larger overall revenue level. 

Q. Does the Staff Report address this problem? 

/. Kennedy and Associates, Inc 
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1 A. Not in a reasonable manner. First, the Staff Report recommends rate decreases for 

2 Toledo Edison's GSUB (General Service Subtransmission voltage), SL and POL 

3 rates; Ohio Edison's SL and Contract rates and Cleveland Electric's GSUB, GT, 

4 TL, SL, POL and Contract rates, based on each Company's full requested revenue 

5 increase amount. The Staff recommendation is that these rate schedules receive 

6 rate decreases, even if each ofthe Companies receives their requested increases. 

7 

8 However, the Staffs recommended revenue distribution factors, which are 

9 designed to allocate a lower Commission authorized increase to rate schedules, 

10 sets these decreases to "0". This is not appropriate or reasonable. 

11 

12 Q. How should the revenue distribution factors be calculated if one or more rate 

13 schedules should receive a revenue decrease? 

14 

15 A. A reasonable approach is to calculate the revenue apportionment using a scale-

16 back methodology applied to total rate schedule revenues calculated at proposed 

17 rates, based on the fiill utility requested increase. Under this method, proposed 

18 revenues are calculated for each rate schedule, including those schedules that will 

19 receive a rate decrease, even if the utility receives all of its requested increase. 

20 The proposed revenues are then scaled-back on an equal percentage basis to match 

21 the approved Commission overall increase for the utility. This approach is similar 
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to the Staffs method in cases where all rate schedules are being increased; 

however, it also addresses cases in which one or more rate schedules should 

receive a rate decrease. Table 5 below illustrates this methodology, which I am 

recommending in this case. 

7 
8 

9 

10 

11 

12 

Present 

Revenues 

Residentilal $ 425.0 

Commercial $ 

Industrial $ 

Total $ 

250.0 

400.0 

1,075.0 

Tables 

Illustration of Recommended Scaleback Methodology 

Revenue 

Increase* 

$ 

$ 

$ 

$ 

* At full utility requested level 

•* Percent scaleback of proposed 

75.0 

(10.0) 

35.0 

100.0 

Proposed 

Revenues 

$ 500.0 

$ 

$ 

revenues 

240.0 

435.0 

1,175.0 

Approved 

Revenue 

Increase 

$ 50.0 

Adjusted 

Scalebiack Proposed 

Percent** RevQnu^g 

-4.26% $ 478.7 

-4.26% $ 229.8 

-4.26% $ 416.5 

-4.26% $ 1,125.0 

Adjusted 

Revenue 

Increase 

$ 53.7 

$ (20.2) 

$ 16.5 

$ 50.0 

Q. Does that complete your Direct Testimony! 

A. Yes. 

J. Kennedy and Associates, Inc. 
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Date 

4ffl1 

4/81 

6/81 

2/B4 

3/84 

5/84 

10/84 

11/84 

1/85 

2/85 

3/65 

3/85 

3«5 

R/85 

f,m 

Case 

203(B) 

ER-81^2 

U-1933 

8924 

84-mR-U 

ain470-Ei 

84-199-U 

R-842651 

8 5 ^ 

1-840381 

9243 

34984J 

R-842632 

84-249 

Jur isdict . 

KY 

MO 

AZ 

KY 

AR 

FL 

AR 

PA 

ME 

PA 

KY 

GA 

PA 

AR 

City of 
Sania 

Expert Test imony Appearances 
of 

Stephen J . Baron 
As of January 2008 

Party 

Louisville Gas 
SEIectiicCo. 

Kansas City Power 

& Light Co. 

Arizona Corporation 

Commission 

Aireo Carbide 

Ailtansas Electric 

Eneigy Consumers 

Florida Industrial 
Power Users* Gmiip 

AiKansas Electric 
Energy Consumers 

Lehigh Valley 
Power Commitiee 

Airco Industrial 
Gases 

PhilarlFilphiaArea 
Industnal Energy 
Users'Group 

Alcan Aluminum 

CoTp.,etal. 

Attomey General 

West Penn Power 

Industrial 
Inten/enois 

Arkansas Electric 
Energy Consumers 

Chamtjerof 

Commerce 

Util i tv 

Louisville Gas 
a Electric Co. 

Kansas City 

Pcwer& Light Co. 

Tucson Electric 

Co. 

Louisville Gas 
&FlftotricCo. 

Arkansas Power 

& Light Co. 

FtoridaPcwer 
Corp. 

Arkansas Power 
and Light Co. 

Pennsylvania 
Power & Light 
Ca 

Central Maine 
Power Co. 

Philadetphia 
Electric Co. 

Louisville Gas 
& Electric Ca 

Georgia Power 
Co. 

West Penn Power 
Co. 

Arionsas Powers 
Light Co. 

Santa Clara 
Municipal 

E x h i b i t (SJB-1) 

Page l o f l 5 

Subiect 

Cost-of-service. 

Forecasting. 

Forecasting planning. 

Revenue requirennents, 
cost-of-^rvice. tbrecasBng, 
weather normalization. 

Excess capacity, cost-of-
service, rate desigr}. 

Aliocation of fixed costs, 
load and capacity t̂ alarK ,̂ and 
reserve margin. Diversification 
ofutilily. 

Cost allocation and rate design. 

Intenruptibie rates, excess 

capacity, and phase-in. 

Intemiptihle rate design. 

Load and energy forecast. 

Economics of completing fossil 
generating unit 

Load and energy forecasting, 
generation planning economics. 

Generation planning economics, 
pmdence of a pumped storage 
hydro unit 

Cost-of-sen/ice, rate design 
return multipliers. 

Cost-of-servKe, rate design. 
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Date Case Jurisdict. Party Utility Subject 

Clara 
84-768- WV 
E-42T 

E-7 NC 

Sub 391 

7/85 29046 NY 

10/85 85-043-U AR 

10^5 85-63 ME 

2/65 ER- NJ 
8507698 

3/85 R-850220 PA 

2/86 R-850220 PA 

3/86 85-299U AR 

3/86 85-726- OH 
EL-AIR 

5/86 86-081- WV 
E-GI 

8/86 E-7 NC 

Sub 408 

U-17378 LA 

12/86 38063 

West Virginia 
Industrial 

Inten/enors 

Carolina 
Industrials 
(CIGFURIII) 

Industrial 

Energy Users 
Assodatlon 

Aritansas Gas 
Consumers 

Airco Industrial 
Gases 

Ar Products and 

Chemicals 

West Penn Power 

Industrial 

Intervenors 

West Penn Power 

Industrial 
Intervenors 

Arkansas Electric 

Energy Consumers 

Industrial Etectric 
Consumers Group 

West Virginia 
Energy Users 
Group 

Carolina Industrial 
Energy Consumers 

Louisiana Public 
Service Commission 

Industrial Energy 
Consumers 

Monongahela 

Power Ca 

Duke Power Ca 

Orange and 

Rockland 
Utilities 

Aricla, Inc. 

Generation planning economics, 
pmdence of a pumped storage 
hydro unit 

Cost-of-senrice, rate design, 
intemjptible rate design. 

Cost-of-sewrce, rate design. 

Regulatoiy policy, g ^ cost-cf-
s^vice, rate design. 

Central Maine 

Power Co. 

Jersey Central 
Power & Light Co. 

West Penn Power Ca 

West Penn Power Co. 

Aritansas Power 

& Light Ca 

Ohio Power Co. 

Monongahela Power 
Ca 

Duke Power Co. 

Gulf States 
Utilities 

Indiana & Michigan 

Power Ca 

Feasibility of intemiptihle 
rates, avokled cost 

Rate design. 

Optimal fesenre, prudence, 

off-system sales guarantee plan. 

Optimal resen/e margins, 
prudence, off-system sales 
guarantee plan. 

Cost-of-service, rate design, 
revenue distribution. 

Cost-of-service, rate design, 
intemipttble rates. 

Generation planning economics, 
prudence of a pumped storage 
hydro unit 

Cost-of-senflce, rate design, 

intermptible rates. 

Excess capacity, economic 
analysis of purchased power. 

Intenuptibie rates. 
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Date Case Jurisdict. Party Utility Subject 

3/87 

4/87 

5/87 

5IB7 

5/87 

5/87 

6^7 

6/87 

7/87 

8/87 

9/87 

10/87 

10/87 

E L - ^ 
5 3 ^ 1 
E L - ^ 
57-flOI 

U-17282 

87-023-

E-C 

87-072-

E-G1 

86-524-

E^C 

9781 

3673-U 

U-17282 

85-10-22 

3673-U 

R-850220 

R-870651 

!-Rf)(KI2b 

Federal 

Eneigy 
Regulatory 

Commission 
(FERC) 

LA 

WV 

WV 

WV 

KY 

GA 

LA 

CT 

GA 

PA 

PA 

PA 

Louisiana Public 
Sen/ioe Commission 
Steff 

Louisiana Publlo 
Service Commission 
Steff 

Airco industrial 
Gases 

West Virginia 
Eneigy Users' 
Group 

West Virginia 
Energy Users'Group 

Kentud(y Industrial 
Energy Consumers 

Georgia PI ihtic 
Service Commission 

Louisiana Public 
Seivtte Commission 
Slaff 

Connecticut 
IndiLstrial 
Eneigy Consumers 

Georgia Rihlin 
Sewice Commission 

West Penn Power 

Industrial 

intewenors 

Ouquesne 
industrial 
Inten/enors 

Pennsylvania 
Industrial 
Intervenors 

Gulf States 
Utilities, 
Southem Co. 

Gulf States 

UtiBties 

Monongahela 
Power Co. 

Monongahela 
Power Co. 

Monongah^a 
Power Co. 

Louisville Gas 
& Electric Co. 

Georgia Power Co. 

Gulf Stetes 

Utilities 

Connecticut 

Lights Power Co. 

Geoigia Power Co. 

West Penn Power Co. 

Duquesne Light Co. 

Cosl/benefit analysis of unit 

power sales contract 

Load forecasting and imprudence 
damages. River Bend Nudear unit. 

interruptitile rates. 

Analyze Mon Power's fuel filing 
and examine the reasonableness 
of MPs claims. 

Economic dispatching of 

pumped storage hydn? unit 

Analysis of impact of 1986 Tax 
RefomiAd. 

Economk: pmdence, evaluation 
of Voglle nuclear unit- load 
forecasting, planning. 

Phase-in plan for River Bend 

Nuclear unit 

Methodology for refunding 
rate moderation fund. 

Test year sales and revenue 

Excess capacity, reliability 
of generating system. 

interruptible rate, cost-of-
service, revenue allocation, 
rate design. 

Proposed mies for cogeneration, 
avokjed cost rate recovery, 
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Date 

ia«7 

10^7 

12«7 

3/88 

3/88 

5/88 

6/88 

7/88 

7/88 

11/88 

11/88 

3/89 

Case Jurisdict. 

E-015/ MN 
GR-87-223 

8702-EI FL 

87-07-01 CT 

10064 KY 

87-183-TF AR 

870171C001 PA 

870172C005 PA 

88-171- OH 
EL-AIR 
83-170-
EL-AIR 
interim Rate Case 

Appeal 19th 
ofPSC Judicial 

Docket 
U-17282 

R m ] m PA 

88-171- OH 
EL-AIR 
88-170-
EL^R 

870216/283 PA 
284/286 

Expert Test imony Appearances 
of 

Stephen J . Baron 
As o fJanuary 2008 

Party 

Taoonite 
Intervenors 

OnckifintaiChemkal 
Corp. 

Connecticut Industrial 
Energy Consunneis 

Kentucky industrial 
Energy Consumers 

Arkansas Electric 
Consumers 

GPU Industrial 
Intervenors 

GPU industrial 
Interveners 

Industrial Energy 
Consumers 

Louisiana Public 
Servioe Commission 
Circuit 
Court of Louisiana 

United Stetes 
Steel 

Industrial Energy 
Consumers 

Armco Advanced 
Materials Corp., 
Allegheny Liidliim 
Corp. 

Utility 

Minnesota Power 
aUghtCo. 

Florida Power Corp. 

Connecticut Light 
Power Co. 

LouisviiteGas& 
Electric Ca 

Aritansas Powers 
UghtCo. 

Metmpniiten 
Edison Co. 

Pennsytvania 
Electric Ca 

Cleveland Flectric/ 
Toledo Edison 

Gulf Stetes 
Utiles 

CamegieGas 

Cleveland FIfirtriC 
Toledo Edison. 
General Rate Case. 

West Penn Power Co. 

Exh ib i t (SJB-1) 

Page 4 o f 15 

Subiect 

Excess capacity, power and 
cost-of-service, rate design. 

Revenue forecasting, weather 
normalization. 

Excess capacity, nudear plant 
phase-in. 

Revenue forecast weather 
normaiizatkni rate treatment 
of cancelled plant 

Standby/backup etectric rates. 

Cogeneration deferral 
med lanism, modification of energy 
cost recovery (ECR). 

Cogeneration defen î 
mechanism, modificatkHi of eneigy 
cost recoveiy (ECR). 

Financial anatysis/need for 
interim rate relief. 

Load forecasting, imprudence 
damages. 

Gas cost-of-servfce, rate 
design. 

Weather normalization of 
peak loads, excess capar^, 
regulatory policy. 

Calculated avoided capacity, 
recoveiy of capadty payments. 
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Date Case Jurisdict. Party Utility ^ubjec^ 

8/89 

8/89 

9/89 

lorag 

11/89 

1/90 

5«0 

6/90 

9rao 

i2rao 

12/90 

12W 

1/91 

fif>55 

3840-U 

2087 

2262 

33728 

U-17282 

890366 

R-901609 

8278 

U-9346 
Rebuttel 

U-1/282 
PhaseiV 

90-205 

90-12^3 
Interim 

TX 

GA 

NM 

NM 

IN 

U\ 

PA 

PA 

MD 

Ml 

LA 

ME 

CT 

Ocddental Chemical 
Corp. 

Georgia Public 
Service Commission 

Attomey General 
of New Mexico 

NewMexkx)lrKlustrial 

Eneigy Consumers 

for Fair Utility Rates 

Louisiana Public 
Sen/ice Commission 
Staff 

GPUIndiiRtrial 
Intenrenors 

Aimoo Advanced 
Materials Corp., 
Allegheny Lu(flum 
Corp. 

Maryland Industrial 
Group 

Associatkin of 
Businesses Advocating 
Tariff Equity 

Louisiana Public 

Servtee Commission 

Staff 

Airco Industrial 

Gases 

Connfictirait Industrial 
Eneigy Consumers 

Houston Ughtir^ 

& Power Co. 

Georgia Power Co. 

Piihik; Service Co. 

of New Mexico 

PublkiSeralceCo. 
of New Mexico 

Indiana Michigan 

Power Ca 

Gulf Stetes 
Utilities 

Metropoliten 

Edison Co. 

West Penn Power Co. 

Baltimore Gas & 
Electric Co. 

Consumers Power 
Co. 

Gulf States 
Utilities 

Central Maine Power 

Co. 

Connecticut Light 
& Power Ca 

Cost-of-^enice, rate design. 

Revenue forecasting, weather 
nonnaHzation. 

Pmdence - Pato Verde Nuctear 
Units 1,2 and 3, foad fore
casting. 
Fuel adjustment dause, off-
system sates, cost-of-senfice, 
rate design, niEHglnal cost 

Excess capacity, capacity 
equalization, jurisdictional 
cost alk)cation, rate design, 
intern iptibte rates. 

Jurisdtetionai costaifocatlon, 
O&M expense analysis. 

Non-utility generator cost 
recovery. 

Allocation of OF demand charges 
in the fuel cost, cost-of-
service, rate design. 

Cost-of-«ewtte, rate design, 
revenue aHocation. 

Demand-skte management, 
environmentel externalities. 

Revenue requirements, 
jurisdictional allocation. 

Investigation into 

intermptible sen/ice and rates. 

Interim rate relief, financial 
analysis, dass revenue alhration. 
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5/91 90-12-^ CT 
11 

8/91 E-7. SUB NC 
SUB 487 

8/91 8341 MD 
Phase I 

Connecticut Industrial 
Energy Consumers 

North Carolina 
Industrial 
Eneigy Consumers 

Westvaco Corp. 

Connecticut Light 
& Power Co. 

Duke Power Ca 

Potomac Edison Co. 

Revenue requirements, cost-of-
service, rate design, demand-skte 
management 

Revenue requirements, cost 
alkxation, rate design, dennand-
side management 

Cost allocatfon, rate design, 
1990 Clean Air Act Amendments. 

8/91 91-372 OH 

EL-UNC 

9/91 P-910511 PA 
P-910512 

9/91 91-231 WV 
-E-NC 

10/91 8341 - MD 
Phase 11 

10/91 U-17282 LA 

Note: NotesSmony 
was prefiled on this. 

11/91 U-17949 LA 
SubdocketA 

12/91 91-410-
EL-AIR 

OH 

Annco Steel Ca, LP. 

Altegheny Ludlum Corp., 
Amxx) Advanced 
Materials Co., 
The West Penn Power 
Industrial Users' Group 

West Virginia Energy 
Users' Group 

Westvaco Corp. 

Louisiana Pubic 
Sen/ioe Commission 
Steff 

Louisiana ?utA\c 
Sen/ice Commisskin 
Staff 

Amico Steel Co., 
Air Products & 
Chemicals, Inc. 

Cincinnati Gas & 

Electric Co. 

West Penn Power Ca 

Monongahela Povirer 
Co. 

Potomac Edison Co. 

Gulf States 

Soutii Central 
Bell Telephone Co. 
and proposed merger with 
Southem Bell Telephone Co. 

Cindnnati Gas 
&Electi1cCa 

Econon^ analysis of 

cogeneration, avoid cost rate. 

Economk: analysis of proposed 
CWIP Rider for 1990 Ctean Air 
Act Amendments expenditures. 

Eccmomic analysis of propc^ed 
CWIP Riderfor 1990 Clean Air 
Act Amendments expenditures. 

Economk: ana^ is of proposed 
CWIP Riderfor 1990 Clean Air 
Act Amendments expenditures. 

Results of comprehensive 
management audit 

Analysis of South Central 
Belfs restructuring and 

Rate design, interrupfibte 

12/91 P-880286 PA Annco Advanced 
Materials Corp., 
Altegheny Ludlum Corp. 

West Penn Power Co. Evaluatnn of appropriate 
avokted capacity costs -
OF projects. 
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Date 

1/92 

6/92 

8/92 

mz 

a92 

10/92 

12^2 

12/92 

1/93 

2/93 

4/93 

7/93 

8/93 

9/93 

Case 

C-913424 

92-€2-19 

2437 

Jur isd ic t . 

PA 

CT 

NM 

R-00922314 PA 

39314 ID 

M4IOy20312 PA 
C-007 

U-17949 U 

R-00922378 PA 

8487 

E002/GR-
92-1185 

EC92 

21000 
ER92-806-
000 
(Rebuttel) 

9^0114-

E-C 

930i'69€G 

M-009 
30406 

MD 

MN 

Federal 
Energy 
Regulatoiy 
Commisston 

WV 

FL 

PA 

Expert Test imony Appearances 
of 

Stephen J . Baron 
As o fJanuary 2008 

Party 

Duquesne Interrupfibte 
CompisHnants 

Connerttaut Industrial 
Energy Consumers 

New Mexico 
Industrial Intervenors 

GPU Industrial 
Intervenors 

Industrial Consumers 
for Fair Utility Rates 

The GPU Industrial 
Inten/enors 

LouistenaRiNio 
Servk» Commission 

Staff 
Anmco Advanced 

Materials Co. 
The WPP Industrial 
Intervenors 

The Maryland 
Industiial Group 

North Sfar Steel Ca 
Praxair, Inc. 

Louisiana PuWfo 
Sen/ice Commission 
Steff 

Airco Gases 

Fforida Industrial 
Power Users* Group 

Lehigh Valtey 

Power Commitiee 

Util i ty 

Duquesne Light Co. 

Yankee Gas Co. 

PublK Service Co. 

of New Mexico 

Metropolitan Edison 

Co. 

Indiana Mfohigan 

Power Ca 

Pennsylvania 

Electric Ca 

South Central Bell 

Co. 

West Penn Power Co. 

Baltimore Gas & 
Electric Ca 

Norihem Stetes 

Power Ca 

Giitf Stetes 
Utilities/Entergy 
agreement 

Monongahela Power 

Co. 

Generic-Electric 
Utilities 

Pennsylvania Povirer 

& Light Ca 

E x h i b i t (SJB-1) 
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Subiect 

Industrial interruptibte rate. 

Rate design. 

Cost-of-service. 

Cost-of-^ervlce, rate 
design, energy cost rate. 

Cost-of-servtoe, rate design, 
energy cost rate, rate treabnent 

Cost-of-«ervk», rate design, 
energy cost rate, rate treatment 

Management audit 

Cost-of-senrice, rate design, 
energy cost rate. SO2 altowance 
ratetreatinent 

Electific cost-of-sen/ice and 
rate design, gas rate design 
(flexible rates). 

Intemiptible rates. 

Merger of GSU into Entergy 
System; impact on system 

Intemiptible rates. 

Cost recovery and allocation 
ofDSMcoste. 

Ratemaking tieatment of 
off-system sates revenues. 

J. KENNEDY AND ASSOCIATES, INC. 



E x p e r t T e s t i m o n y A p p e a r a n c e s 

o f 

S t e p l i e n J . B a r o n 

A s o f J a n u a r y 2008 

Exhibit (SJB-1) 
Page 8 of 15 

Date Case Jurisdict. Party Util ity ,Subjec^ 

11/93 346 

12/93 U-17735 

KY 

LA 

Kentucky Indusbtel 

Utility Customers 

Louisiana Pubic 
Service Commisskm 
Steff 

Generic-Gas 
Utilities 

CajunEledric 

Power Cooperative 

Alfocatfon 
bansition 

pipeline 
FERC Order 636. 

Nuclear plant pnjdence, 

forecasting, excess capacity. 

4/94 E-015/ 

GR-94-001 
MN Laige Power Intenrenors Minnesote Power 

Co. 
Cost allocation, rate design, 
rate phase-in plan. 

5/94 

7/94 

7/94 

8/94 

9/94 

9/94 

9M 

10/94 

11/94 

2/95 

U-20178 LA 

R-0094?9fi6 PA 

94-0035-
E-42T 

EC94 
13-(X)0 

R-O0943 
081 

R^0943 

OBinnnoi 

u-17735 

U-19904 

52584J 

WV 

Federal 
Eneigy 
Regulatoiy 

Commission 
PA 

LA 

LA 

GA 

EC94-7-000 FERC 
ER94-8g8-000 

941430EG CO 

Louisiana Public 
SenriceCommissfon 

Amxx), Inc.; 
West Penn Power 
Industrial Intervenors 

West Virginia 
Eneigy Users Group 

Louistena Public 
Servk» Commission 

Lehigh Vatley 

Power Committee 

Louisiana Public 

Senflce Commission 

Louisiana Pi iNic 
Service Commission 

Geoigia Public 
Servk» Commission 

Louisiana Public 

Service Commission 

CF&I Steel, LP. 

Louisiana Power & 
Light Co. 

West Penn Power Co. 

Analysis of least cost 
integrated resource plan and 
demand-skle management program. 

Costof-service, allocation of 
rate increase, rate design, 
emis^on alkwance sates, and 
operatkxis and maintenance expense. 

Monongahela Power 
Co. 

Gulf Stetes 
Utiiities/Entergy 

Pennsylvania Public 
Utility Commission 

Cajun Electric 

Power Cooperative 

Gulf Stetes 
Utilities 

Southem Bell 
Telephone & 
Telegraph Co. 

El Paso Electric 
and Central and 
Southwest 

Public ServKe 
Company of 
Colorado 

Cost-of-senflce, albcation of 
rate increase, and rate design. 

Analysis of extended resen/e 
shutdown units and vkilation of 
system agreement by Entergy. 

Analysis of interruptible rate 
ternis and conditions, availability. 

Evaluation of appropriate avoided 
cost rate. 

Revenue requirements. 

Proposals to address competition 
in tetecommunk^^on maritets. 

Merger economics, tiansmission 
equalization hoMhamnless 
proposals. 

Intemiptibte rates, 

cost-of-service 
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Date Case Jurisdict . Party Util ity Subject 

4/95 R-00943271 PA 

6/95 C-00913424 PA 
C^)0946104 

8/95 ER95-112 FERC 
-000 

10/95 U-21485 

2/97 

6/97 

LA 

10/95 ER95-1042 FERC 
-000 

10/95 U-21485 LA 

11/95 1-940032 PA 

7/96 U-21496 LA 

7/96 8725 MD 

PP&L Industiial 
Customer Alliance 

Duquesne Interruptibte 
Complainants 

Louisiana Public 
Sen/ice Commisston 

Louisiana Public 
Servk» Commissfon 

Louisiana Publk: 
Service Commission 

Louisiana Public 
ServKeCommisston 

Industrial Eneigy 
Consumers of 

Pennsylvania 

Louisiana Public 
Serves Commisston 

Maryland Industrial 
Group 

U-17735 

U-22092 

R-973877 

Civil 
Action 
Na 
94-11474 

U 

LA 

PA 

USBank-
Riptcy 
Court 

Middte Disbict 
of Louisiana 

Louisiana Publk; 
ServKe Commisston 

Louisiana Public 
Service Commission 

Philadelphia Area 
Industrial Energy 
Useis Group 

Louisiana Public 
Servfce Commission 

Pennsylvania Power 
& Light Ca 

Duquesne Light Co. 

Entergy Services, 

Inc. 

Gulf Stetes 
Utilities Company 

System Energy 

Resources, Inc. 

Gulf Stetes 

Utilities Co. 

Statewide-
all utilities 

Cenbal Louisiana 
FIfiotricCo. 

Ratt1moreGas& 
Etea Co., Potomac 
Elea Power Co., 
Constellation Eneigy 
Co. 

Cajun Electric 

EnteigyGulf 

SteteSy Inc. 

PECO Eneigy Co. 

Cajun Etectric 
Power Cooperative 

Cost-of-servtae, allocation of 
rate increase, rate design, 
intenuptibie rates. 

Intermptible rates. 

Open Access Transmisston 

Tariffs-Whotesate. 

Nudear decommissioning, 
revenue requirements, 
capital stnjcture. 

Nudear decommissioning, 

revenue requJremente. 

Nuclear decommisstoning and 
cost of debt capitel. capital 
structore. 

Retell competition issues. 

Revenue requirement 
analysis. 

Ratemaking issues 

associated with a Merger 

Revenue requirements. 

Decommissioning, vreather 

normalization, capitel 

stnjcture. 

Competitive restructuring 
policy issues, stianded cost 
bansition charges. 

Confinnation of reorganization 
plan; analysis of rate paths 
produced by oompeKng plans. 
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Expert Testimony Appearances 
of 

Steplien J. Baron 
As of January 2008 

Date 

6/97 

6/97 

7/97 

10/97 

low 

10/97 

11/97 

11/97 

12/97 

12/97 

Case 

R-9/39')3 

8738 

R-97H'>4 

97-204 

R-974n0fi 

R-974009 

U-22491 

P-971265 

R-973981 

R-974104 

3/98 U-22092 
(Allocated Stranded 
CoRt Issues) 

3/98 

9/98 

12/98 

U-22U92 

U-1//3b 

8794 

Jur isdict . 

PA 

m 

PA 

KY 

PA 

PA 

LA 

PA 

PA 

PA 

LA 

MD 

Party 

PhlladelphteArea 
Industrial Energy 
Users Group 

Maryland Industrtel 

Group 

PP&L Industrial 
Customer Alliance 

Alcan Aluminum Coqx 

SouthvrircCa 

Metropoliten Edison 
industrial Users 

Pennsylvania Etectric 

Industiial Customer 

Louisiana Piihlk^ 
Service Commission 

PhitedelphteArea 
Industiial Eneigy 
Users Group 

West Penn Power 
industrial Intewenors 

Duquesne Industrial 

IntervefKMS 

Louisiana Publk; 
Senrice Commission 

Louisiana Public 
Sendee Commisston 

Louisiana Public 
Service Commisston 

Maryland Industrial 

Group and 

Uti i i ty 

PECO Energy Ca 

Generic 

Pennsylvania Power 

& Light Co. 

Big River 

Etectric Corp. 

Metropoliten Edison 

Ca 

Pennsylvania 

Etectric Ca 

Entergy Gulf 
States, Inc. 

Enron Energy 
Seivtoes Power, Inc7 
PECO Energy 

West Penn 

Power Co. 

Duquesne 

Light Co. 

Gulf Stetes 

Utilities Ca 

Gulf States 
Utilities, Inc. 

Cajun Etectiic 
Power Cooperative, 
Ina 

Baltimore Gas 
andEledricCa 

Subiect 

Reteit competifton issues, rate 
unbundling, stranded cost 
analysis. 

Retell competition issues 

Retail comp^ition issues, rate 
unbundling, stranded cost analysis. 

Analysis of cost of service issues 

- Big Rivers Restmcturing Plan 

Retell competition issues, rate 

unbundling, stranded cost analysis. 

Retell competition issues, rate 

unbundling, stranded cost analysts. 

Decommisstoning, weather 
nomialization, capitel 
stiucture. 

Analysis of Retell 
Restnjctoring Proposal. 

Retell competition issues, rate 
unbundling, sbanded cost 
analysis. 
Retell competition issues, rate 
unbundling, stranded cost 

analysis. 

Retell competition, stianded 

cost quantification. 

Stranded cost quantifk;ation, 
restructuring issues. 

Revenue requirements analysis, 
weather nomialization. 

Electric utility restructuring, 
stianded cost recovery, rate 

J. KENNEDY AND ASSOCIATES, INC. 
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Expert Testimony Appearances 
of 

Stephen J. Baron 
As ofJanuary 2008 

Date Case 

12/98 U-23358 

5/99 EC-98-
(CrD55-4(M)00 
Answering Testimony) 

5/99 9&426 
(Response 
Testimony) 

6/99 9a0452 

7/99 99-03-35 

Jur isdict . 

LA 

hbKC 

KY 

WV 

CT 

i m Adversary U.S. 
Proceeding Bankruptcy 
Na 98-1065 Court 

7/99 99-03-06 

10/99 U-24182 

12/99 U-17735 

03A)0 U-17735 

03«)0 99-1658-
EL-ETP 

04/00 99-1212 

CT 

LA 

W 

LA 

OH 

OH 

Party 

Miltennium Inoigank: 
Chemicals Ina 

Louisiana PubKc 

Service Commisskin 

Louisiana Publk: 

Servtoe Commisston 

Kentucky Industrial 

Utility Customers, Inc. 

West Virginia Eneigy 
Users Group 

Connecticut Industrial 
\Energy Consumeis 

Louisiana Puljtic 
Servtoe Commission 

Connecticut Industrial 
Eneigy Consumers 

Louisiana Publk: 

Service Commisston 

Louisiana PuWic 
Servioe Commission 

Louisiana Public 

Servioe Commisskin 

AK Steel Coiporation 

AK Steel Corporation 

Uti l i ty 

Entergy Gulf 
Stetes. Ina 

American Etectric 
Power Co. & Central 
South West Corp. 

LouisvilteGas 
& Etectric Ca 

Appalachian Power, 
Monongahete Power, 
& Potomac Edison 
Compantes 

United Illuminating 

Company 

C^inEtectrrc 
Power Cooperative 

Connecticut Light 

& Power Co. 

Entergy Gulf 

Stetes. Inc. 

Cajun Etectric 
Power Cooperative, 
Ina 

Cajun Etectric 
Power Cooperative, 
Inc. 

Cincinnati Gas & 
Etectric Co. 

Ohk) Edison Co. 

Subject 

untxjndlkig. 

Nuctear decommisstoning, weather 
nomwiization, Entergy System 
Agreement 

Merger issues related to 
maritet power mitigation proposals. 

Perfonnance based regutetion, 
settiement prciposal issues, 
cFOSs-siibskltes between electric, 

gas services. 

Etectric utility restmcturing, 
stranded cost recovery, rate 
unbundling. 

FIfiotric utility restmcturing, 
stranded cost recovery, rate 
unbundling. 

IVInlion to dissolve 
preliminary injunction. 

Electric utility restruduring, 
stranded cost recovery, rate 
unbundling. 

Nuctear decommisstoning, weather 
iiuunalizatiQn, Entergy System 
Agreement 

AnanlysiofPmpased 

Contract Rates, Maritet Rates. 

Evaluation of Cooperative 

Power Contract Etectinns 

Etectric uti% restructuring, 
stranded cost recovery, rate 
Unbundling. 

Electric utility restructuring. 

J. KENNEDY AP«) ASSOCIATES, INC. 
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ExF>ert Testimony Appearances 
of 

Steplien J. Baron 
As of January 2008 

Date Case Jurisdict. Party Utility Subiect 
EL-ETP stranded cost recovery, rate 

Unbundling. 
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Expert Test imony Appearances 
of 

Stephen J . Baron 
As o fJanuary 2008 

Exhibit (SJB-1) 
Page 13 of 15 

Date Case Jurisdict. Party Utility ^ubject^ 

08/00 

miQo 

lOfflO 

^2m 

i2rao 

04/01 

10/01 

11/01 

11/01 

03/02 

06ft)2 

07/02 

98-0452 WVA 
E-GI 

00-1050 WVA 
E-T 
00-1051-E-T 

S0AH473- TX 

00-1U2U 
PUC2234 

U-24993 LA 

EL00-6&- LA 
000&ER-2854^)00 
EL95-33^2 

West Virginia 

Eneigy Users Group 

WestVirginte 
Energy Users Group 

The Daltes-Fort Worth 

Hospital Coundl and 
The Coalition of 
Independent Colteges 
And UnlveisHtes 

Louistena Publto 
Service Commission 

Louistena Public 
Service Commission 

U-21453. LA Louistena PuWfc 
U-20925. Senflce Commisston 
U-22092 
(SubdocketB) 
Addressing Contested Issues 

14000-U GA 

U-25687 LA 

U-25965 LA 

001148-EI FL 

U-25965 LA 

U-21453 LA 

Geoigte Publto 
Servfce Commission 
Adversary Staff 

Louistena Public 
Service Commis9(xi 

Louisiana Public 
Servtoe Commisston 

Soutii Florida HospHal 

and Heafthcare Assoc 

Louisiana Pubiic 

Servtoe Commisston 

Louisiana Publto 
Servtoe Commisston 

Appalachian Power Co. 
American Electric Co. 

Mc»i Power Co. 
Potomac Edison Co. 

TXU, ina 

Entergy Gulf 
Inc. 

Entergy Servtoes Inc. 

Entergy Gulf 

States, inc. 

Georgte Power Co. 

Entergy Gulf 
Stetes, Inc. 

Generic 

Ftorida Power & 
Light Company 

Entergy Gulf Stetes 
En t^y Louisiana 

SWEPCO.AEP 

Etectiic utility restrucbjring 
rate unbundling. 

Etectric utility restmcturing 
rate unbundling. 

Etectric utility restructuring 

rate unbundling. 

Nuclear decommisstoning, 

revenue requirements. 

Inter-Company System 
Agreement Modifications for 
retell competition, intemiptibte toad. 

Jurisdictional Business Separation -
Texas Restmcturing Pbn 

Test year revenue forecast. 

Nuctear decommissioning requirements 

transmisston revenues. 

Independent Transmisston Company 
{"Transco"). RTO rate design. 

Reteit cost of sen/ice, rate 
design, resource planning and 
demand stoe manageno^t 

RTO Issues 

Jurisdictional Business Sep. 
Texas Restmctoring Plan. 
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Date Case Jur isd ic t . Party Uti l i ty Subject 

08/02 U-25888 U 

0afl)2 EL01- FERC 

88-000 

11/02 02&-315EG CO 

01/03 U-17735 LA 

02/03 02S^94E CO 

04/03 U-26527 LA 

11/03 ER03.753^)00 FERC 

11/03 ER03-583^)00 FERC 
ER03-583-001 
ER03-5a3-002 

ER03-681-000. 

ER03-*81-001 

Louisiana Publto 
Servk:e Commisston 

Lousiana Publto 
Service Comnffcston 

CF&I Steel & Climax 
Molybdenum Co. 

Louisiana Publto 
Servtoe Commisston 

Crippte Creek and 
VKtorGoW Mining Co. 

Louistena Publto 
Sen/ice Commisston 

Louisiana Publto 
Senrtee Commisston 
Staff 

Louistena Publto 
Service Commisston 

Entergy Louisiana, Ina 
Entergy Gulf States, Ina 

Enteigy Services Inc. 
and the Entergy 
Operating Compantes 

Publto ServKeCa of 

Cotorado 

Louisiana Coops 

Aquite, Ina 

Entergy Gulf States, Ina 

Entergy Sewtoes, Ina 
and the Entergy Opiating 
Compantes 

Entergy Services, inc., 
tiie Enteigy Operating 
Compantes, EWO Market
ing, L.P, and Entergy 
Power, Ina 

Modifications to ttie Inter-
Conpany System Agreement 
Production Cost Equalization. 

Modiftoations to the Inter-
Company System Agreement 
Production Cost Equalization. 

Fuel Adjustment Clause 

ContiBct Issues 

Revenue requirements, 
purchased power. 

Weatiier normalization, power 
purchase expenses. System 

Proposed modifications to 
System Agreement Tariff MSS-4. 

Evatoation of Wholesate Purchased 

Power ConbBCte. 

ER03-682-000, 
ER03-682-O01 
ER0a.682-0a2 

12/03 U-27136 LA Louisiana Publto 
Service Commission 

Entergy Louisiana, Ina Evaluation of Wholesate Purchased 

Power Contrads. 

01/04 E-01345- AZKroger Company Arizona Publto Sennce Co. 

03-0437 

Revenue ailocation rate design. 

02/04 00032071 PA Duquesne Industrial 
inten/enors 

Duquesne Light Company ProvkJer of last resort issues. 

Oa04 03A^36E CO CF&I Steel, LP and 
Climax Mdybedenum 

Put}lto Service Company 
of Cotorado 

Purchased Power Adjustment Clause. 
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Date Case Jurisdict. Party Utility Sut]ject 

04/04 2003^)0433 KY 
200^-00434 

0«/04 03S^9E CO 

06/04 R-00049255 PA 

10«)4 04S-164E CO 

03/05 CaseNa KY 
2004-^0426 
CaseNa 
2004^)0421 

06/05 050045€l FL 

07/05 U-26155 LA 

09/05 Case Nos. WVA 
Q5-0402-E-CN 
Q5-0750-E-PC 

Kentucky Industrial Utility 

Customers, Ina 

Cripple Creek, Vidor GoU 
Mining Co., Goodrich Corp., 
Holdm(U.S.,).lnc.,and 
TheTraneCo. 

PP8iL Industrial Customer 

Alltence PPLICA 

CF&I Steel Company, Climax 

hfines 

Kentucky Industrial 

Utility Customers, Inc. 

Soutii Ftorida Hospitel 

and Healtticare Assoc. 

Louisiana Publto 
Service Commisston Staff 

West Viiglnte Energy 

Users Group 

Louisvilte Gas & Electric Ca Cost of Service Rate Design 
Kentucky Utilities Co. 

Aquila, Inc. 

PPL Etectric Utilities Corp. 

Publto Sen/ice Company 

of Cotorado 

Cost of Service, Rate Design 
Interruptible Rates 

Cost of servtoe, rate design, 
teriff issues and transmission 
service charge. 

Cost of senflce, rate design, 

Intemiptibte Rates. 

Kentucky Utilities Environmentel cost recovery. 
Louisvilte Gas & Etectric Co. 

Ftorida Power & 
Light Company 

Entergy Louisiana, Inc. 
Enteigy Gulf Stetes, Ina 

Mon Power Co. 
Potomac Edison Co. 

Retell cost of sen/ice, rate 
design 

independent Coordinator of 
Transmisston - Cost/Benefit 

Environmentel cost recovery, 

Securitization, Financing Order 

01/06 200WK)341 KY 

03/06 U-22092 LA 

04/06 U-25116 LA 

Kemucky industrial 
Utitity Customers, Inc. 

Louistena Publto Service 
Commission Staff 

Louisiana Put)lto Service 
Commission Staff 

Kentucky Pcwer Company 

Entergy Gulf States, tea 

Entergy Loui^ana, Inc. 

Cost of service, rate design, 
tiansmission expenses. Congestion 
Cost Recovery f̂ techanism 
Separalfon of EGSI into Texas and 
Louisiana Compantes. 

Transmission Pmdence Investigation 

06/06 R-00061346 PA 
C0001-0005 

06/06 R-00061366 
R-00061367 
P-00062213 
P-00062214 

07/06 U-22092 LA 
SubJ 

Duquesne Industrial 
Intewenors&lECPA 

Met-Ed Industrial Energy 
Users Group and Penetec 
Industrial Customer 
Alltence 

Louisiana Publto Senks 

Commission Staff 

Duquesne Light Co. 

Mebopotiten Edison Co. 

Pennsylvania Electric Co. 

Enteigy Gulf States, Ina 

Cost of Sen/ice, Rate Design, Transmisston 

Service Charge, Tariff Issues 

Generation Rate Cap, Transmisston Senrice 
Charge, Cost of Service, Rate Design, Tariff 
Issues 

Separation of EGSI into Texas and 
Louisiana Compantes. 
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Date 

07/06 

OSAB 

11/06 

01/07 

03/07 

05fl)7 

05A)7 

06/07 

07/07 

mi07 

11/07 

Case Jur isd ic t . 

Case No. KY 
2tX)i>-00130 
CaseNa 
2006-00129 

CaseNa VA 
PUE-2006-00065 

DocNa CT 
97-01-15RE02 

CaseNa WV 
Q6-0960-E42r 

u-jnm LA 

CaseNa OH 
07-63-EL-UNC 

R-00049255 PA 
Remand 

R-00072155 PA 

DocNa CO 
07F-037E 

DocNa Wi 
05-UR-103 

ER07-682-000 FERC 

Expert Testinnony Appearances 
of 

Stephen J . Baron 
As of January 2008 

Party 

KentiiRky Industrial 

Utility Cu^omefs, Ina 

OklDomintonCommittiee 
For Fair Utility Rates 

Connecticut Industrial 
Energy Consumers 

WestVirginte Energy 
Users Group 

Louisiana Public Sen/k» 
Commission Staff 

Ohto Energy Group 

PP&L Industrial Customer 
AlHance PPLICA 

PP&L Industrial Customer 
Alliance PPUCA 

Gateway Canyons LLC 

Wisconsin Industiial 
Energy Group, Ina 

Louisiana Public 
Senrice Commisston 
Steff 

Uti i i ty 

Kentudcy Utilities 
LouisviOe Gas & Etectric Ca 

Appalachian Pow^Ca 

Connecticut Lights Power 

United Illuminating 

Mon Power Co. 
Potomac Edison Co. 

Enteigy Gulf Stetes, Ina 
Entergy Louisiana, LLC 

Ohto Power, Cdumhus 
Soiithem Power 

PPL Etectito Utilities Coip. 

PPL Etectric Utilities Corp. 

Grand Valley Power Coop. 

Wisconsin Etectito Power Cc 

Entergy Services, Ina 
and ttie Entergy Operating 
Compantes 

E x h i b i t (SJB-1) 

Page 16 o f 15 

Subiect 

Environmentel cost recovery. 

Cost Alkxahon, Allocation of Revenue Incr, 

Off-System Sates margin rate treatment 

Rate unbundling issues. 

Retell Cost of Senrice 
Revenue apportionment 

Imptementation of FERC Dedston 
Jurisdtotional & Rate Class Allocation 

Environmental Surcharge Rate Design 

Cost of sen/ice, rate design, 
tariff issues and trar^misston 
sen/ice charge 

Cost of service, rate design, 
teriff issues. 

Disti-ibution Line Cost Allocation 

I. Cost of Servtoe, rate design, tariff 
Issues, Intemjpttole rates. 

Proposed modifications to 
System Agreement Schedute MSS-3. 
Cost functionalization issues. 
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BEFORE THE 

PUBLIC UTILITY COMMISSION OF OIHO 

IN RE: IN THE MATTER OF THE APPLICATION ) 
OF OHIO EDISON COMPANY, THE ) 
CLEVELAND ELECTRIC ILLUMINATING ) CASE NO. 07-551-EL-AIR 
COMPANY, AND THE TOLEDO EDISON ) CASE NO. 07-552-EL-ATA 
COMPANY FOR AUTHORFTY TO INCREASE) CASE NO. 07-553-EL-AAM 
RATES FOR DISTRIBUTION SERVICE, ) CASE NO. 07-554-EL-UNC 
MODIFY CERTAIN ACCOUNTING ) 
PRACTICES AND FOR TARIFF APPROVAL ) 

EXHIBrr_(SJB-2) 

OF 

STEPHEN J. BARON 

ON BEHALF OF 

THE OHIO ENERGY GROUP 



THE TOLEDO EDISON COMPANY 
COST OF SERVICE STUDY - SUMMARY 

TEST YEAR ENDED 2108 FORECASTED - NO RCP FUEL DEFERRAL 
PRESENT RATES, SI.OOOs 

Banan Exhibit (SJB-2) 

RATE BASE 
Rant in Service 
Depredation l ^e rve 
Net Plant 

TOTAL 
RETAIL RS GS 

785,202 490,666 208,112 
(379,698) (240,987) (96,852) 
405,504 249,679 111,261 

GP 

20,930 
(8,362) 
12,567 

GSUB 

506 
(168) 
333 

GT 

3,193 
(558) 

2,636 

TLTG 

272 
{123) 

SLTG 

45,124 
(26,747) 
18,376 

POL CONTRACT 

5.848 
(2.738) 
3.110 

10,552 
(3,164) 
7,388 

Working Capital Allowance 
O^er Rale Base Items Excluding RCP 
Rate Base Ottier Total 

5,994 2,366 
26,416 19,335 
32,410 21.700 

2.633 
5.322 
7,856 

443 
1,201 
1.643 

76 
273 
349 

1.116 
16 

1.133 

352 
(38) 
314 

(956) 
259 

(697) 

Rate Base Subtotal 437.914 271,380 119,116 14,211 2,935 180 19,509 3,424 

DSM Defen^l 
RCP Distribution Deferral Net of Tax 
RCP Fud D^erral Net of Tax 
Rata Base Earning Cost of Debt 

3S4 384 
51,738 32.099 

0 0 
52.122 32,483 

0 
16.949 

0 
16.949 

0 
1,839 

0 
1.839 

0 
257 

0 
257 

0 
535 

0 
535 

Total Rate Base 631,149 316,550 147,427 21,517 954 11,889 219 20,022 9.033 

MCOME STATEMENT 
Revenue 
Total Tariff Revenue 
Total Other Revenue 
Total Revenue 

Total O&M E)^ense 
Total Depreciation Expense 
Total Amortization Expense 
Taxes CHher than Income Excl CAT 
CAT Tax 
Total Opffl'ating Expense 
Reverse Amortization of Fuel Defaral 
Adjusted Total Opiating Expense 

146,141 
11,287 

157.428 

81,006 
25,834 
8,879 

53.573 
261 

169,543 
(2,463) 

167,080 

84,525 
7.806 

92,331 

57.410 
15.811 
4,011 

27,679 
147 

105,059 
(760) 

104.299 

45,271 
2.382 

47,653 

18,096 
6,546 
2.364 

15,727 
76 

42,806 
(681) 

42.127 

10.054 
297 

10,351 

2,608 
557 
728 

4,693 
17 

8.6Q7 
(328) 

8.280 

388 
18 

406 

58 
10 
59 

128 
1 

255 
(31) 
225 

2.404 
219 

2,623 

348 
38 

992 
2,188 

4 
3.569 
(533) 

3.036 

118 
3 

122 

42 
9 
4 

23 
0 

77 
(1) 
76 

5.693 
137 

5,830 

1,447 
1.913 

(43) 
1,608 

9 
4,940 

(15) 
4,924 

1,364 
73 

1.437 

221 
732 

(3) 
241 

2 
1,193 

{41 
1.189 

(3,676) 
351 

(3,325) 

778 
214 
767 

1.282 
(5) 

3.036 
(111) 

2.925 

Income B^ore Taxes (9,652) (11,968) S.S26 (413) 46 248 (6,250) 

Income taxes 
Current Local Income Tax 
Currwt State Income Tax 
Gurrwit Federal Income Tax 
D^erred Income Taxes 
tnvestment Tax Credit 
Total Income Tax 
Current Tax effect of RCP Fuel Rata Base 
Deferred Income Tax on RCP Fuel Amort 
Income Tax adjusted to remove RCP Fuel 

Net Inctnne A^r Tax 
Rate of Retum 
Index 

Required Retum on Non-RCP Rate Base 
Required Retum on RCP Rate Base 
Revenue Deficiency 
Revenue Increase 
Variance 

8.95% 
6.26% 
1.5986 

(433) 
(726) 

(14,963) 
4,232 
(437) 

(12.327) 
945 
847 

(10.535) 

883 
0.17% 

39,193 
3,263 

66.460 
70.759 
4.299 

(332) 
(558) 

(11,493) 
3.332 
(273) 

(9.324) 
292 
261 

(8,771) 

(3,197) 
-1.01% 

(6? 

24,283 
2.033 

47.189 
28.182 

(19,007) 

(33) 
(55) 

(1,140) 
945 

(116) 
(399) 
261 
234 
96 

5.430 
3.68% 

22 

10,661 
1,061 

10,068 
38.046 
25.988 

9 
15 

306 
(13) 
(12) 
306 
126 
113 
544 

1,528 
7.10% 

43 

1.272 
115 

(225) 
3,650 
3,875 

1 
2 

51 
(16) 
(0) 
39 
12 
11 
62 

119 
12.52% 

75 

37 
1 

(129) 
71 

199 

(7) 
(11) 

(232) 
(313) 

(2) 
(565) 
204 
183 

(177) 

(236) 
-1.99% 

(12) 

267 
1 

806 
1,755 

949 

0 
1 

11 
2 

(0) 
13 
0 
0 

14 

32 
14.62% 

38 

16 
2 

(23) 
13 
36 

(6) 
(10) 

(205) 
278 
(25) 
32 
6 
5 

43 

863 
4.31% 

26 

1,746 
16 

1,437 
(88) 

(1.526) 

0 ) 
(2) 

(42) 
89 
(3) 
40 

1 
1 

43 

205 
5.87% 

35 

306 
0 

162 
0 

(162) 

(64) 
(108) 

(2.218) 
(74) 
(6) 

(2.469) 
43 
38 

(2.388) 

(3,861) 
-42.51% 

f256) 

599 
33 

7,184 
1,131 

(6,053) 
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Baran Exhiblt_(SJB-3) 

OHK) EDISON I 

COST OF SERVICE S I W V ' SUIBURY 

TEST YEAR ENDED 2 m FORECASTS) • HO RCP n « L OEFBtRAL 

PRESEMT RATES. $1.000s 

RATEBME 
PkmtlnSavice 
DepiKiaHcn Resovs 
NetPkint 

Worldng Capital Akwnnce 

ODMT Rat« Base Horns Excluding E 

Rata Base OllHr Total 

Rate Base Subtohri 

RCP Distribulion Deferral Nel of Tax 
R I ^ F IB ) Defend Net ot Tax 
Rote BBBB Earning Oost of Debt 

Tctel Rate Base 

TOTAL 

RETAIL 

2.160.414 

(813.210) 

1,337504 

7,120 

(5.080) 
2,031 

1.339,235 

B21 

141,240 

0 
142.061 

1.461296 

RS 

1,395,425 

(526.825) 

868^600 

592 
(20,830) 
(20,238) 

848,362 

B21 
90,816 

0 

91,637 

930.990 

GS 

551.5« 
(203,633) 

348.922 

3,314 
(861) 

2.453 

351,376 

0 

43,117 
D 

43,117 

304,4»2 

GP 

78.616 

(30,442) 
48,176 

466 

4,496 

4.B62 

53.138 

0 

5,208 

0 
5.208 

58,436 

GSUB 

9,836 

(3.407) 
6,338 

218 

1,266 

1,486 

7,825 

0 

as 
0 

85 

7,909 

GT 

18,858 

(2,337) 
14,521 

646 

10.148 

10.797 

25.318 

0 
4 

0 

4 

25,322 

TLTG 

1.125 

(400) 

716 

5 

19 

24 

740 

0 

100 

0 

100 

B4tl 

SLTG 

53,120 

(29.928) 

23.201 

377 
203 

670 

23.870 

0 
110 

0 

110 

23,960 

POL 

20,600 

(9,028) 

11.572 

SG5 

(660) 

206 

11.777 

0 
1 

0 
1 

11,778 

CONTRACT 

23.278 

(8,120) 

15,158 

634 

1,038 
1,672 

16.830 

0 

1,709 

0 

1,709 

16,539 

INCOME STATEMENT 

Total TarHf Revenue 

Total Ollwr Rmenue 

Total Revenue 

Expenses 

ToMOSM Expense 

TOIBI Defaeaatton Expense 
Total AmorilzaliDn Expense 

Taxes Ottier than InooniB Exd CAT 

CAT Tax 

Total Openrting Expense 
Reverse AniMlizalion of Riel Deferral 

Alluded Total Operating Expense 

486,d14 

29.461 
516,375 

204,033 

67,400 
59,423 

162,474 

826 
494,165 

(B.680) 

485.576 

308.166 
10,470 

327,634 

144.868 

43,563 
30,820 

88,063 

524 
307,846 

(3.138) 
304,710 

110,3K 

6,455 
125,777 

44.D« 
16.0B2 

15,440 
44,633 

201 

120.376 

(2.304) 
118.072 

25,372 
1,324 

26.606 

6.938 

2,111 
4,508 

13,441 

43 

27,041 

(1,025) 

26,016 

5.112 
327 

5.439 

621 

207 
1,120 
3,106 

9 

5,063 

(297) 

4,766 

8,945 
1,322 

10,267 

1JJ68 

204 
5,632 
7510 

16 
14,631 

(1.577) 

13.056 

307 

20 
327 

118 

32 

43 
132 

1 
326 

(8) 
318 

7,835 

39 
7,875 

3.825 

2,413 
544 

2,177 
13 

8,972 
(44) 

8.926 

4,134 

92 

4,227 

606 

2,198 

188 

804 
7 

3.804 

(13) 

3.791 

7.731 

402 
8,134 

1,723 

628 

1.127 

2,607 
13 

6,105 

(185) 

5,919 

Income Befbra Taxes (2,786) (1.054) 

Income taxes 
Cuffenl Local Income Tax 
Current State Inccane Tax 
Cunant Federal Income Tax 
Deferred Income Ta»3 
Investment Tax Credit 
Total Income Tax 

Cunent Tax effect of RCP Fuel Rate Base 

Deferrad hicoTYia Tax on RCP Fuel Amort 
Income Tax adjured to ramova RCP Fuel 

Net Income After Tex 
Rateof Retum 

Reqixted Reluni on NcivfiCP Rate Base 
Required Return on RCP Rate Base 
Revenue Deficiency 
Revenue Inoease 
Variance 

0,06% 

6.47% 
1597088 

281 

506 

10.401 
(24,549) 

(1,288) 

{H651) 
3,485 

2,950 

(8215) 

30,014 

2.63% 

121,335 

9,191 

146,152 
161,073 

15.821 

191 
344 

7.063 

(13,250) 
(835) 

(ft476) 

1.273 
1.078 

(4.125) 

27.049 

2,88% 

1.09 

76.862 

5.929 

80.024 

B8.855 
(170) 

66 
118 

3,440 

(8,4311 
(331) 

(4,138) 
935 
701 

(2,412) 

10,116 

2.56% 

0.07 

31,835 

2,700 

39.141 

K,047 

15,006 

12 

22 
460 

(1.895) 

(47) 
(1.247) 

416 

352 
(480) 

1,160 

1,98% 

a75 

4.814 

343 
6,384 

7,796 
1,412 

9 
IB 

332 
(410) 

(B) 
(59) 

120 
102 

164 

500 
6-44% 

2.45 

700 
5 

327 

496 

168 

(10) 

(18) 

(381) 
(1.009) 

(10) 

(2,410) 

640 

541 

(1538) 

(1560) 

•6.12% 

-2 32 

2,294 
0 

6,139 

9,262 

3.123 

0 

0 
4 

(17) 

(1) 
(14) 

3 
3 

(8) 

17 

2.02% 
0.77 

67 

6 
00 

im 
10 

(12) 
(22) 

(462) 

(204) 
(32) 

(733) 

IS 

15 

(700) 

(353) 
-1.47% 

-0.5B 

2,163 

7 
4,030 

412 

(3,618) 

2 

4 

92 
(88) 

(12) 

(2) 
S 

4 

8 

428 
363% 

1.38 

1.067 

0 
1.021 

7 

(1.014) 

22 

40 
834 

(446) 

(14) 
437 
75 

64 

576 

1.639 
854% 

3.36 

1525 

111 

(5) 

(1) 
4 
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THE CLEVELAND EL£CTRIC ILLUMINATING COMPANY 
COST OF SERVICE STUDY • SUMMARY 

TEST YEAR ENDED 2/06 FORECASTED - NO RCP FUEL DEFERRAL 
PRESENT RATES, (I.OOOs 

Baron Exhll)fl_j(SjB-4) 

RATE BASE 
Plant In Service 
Depredation Rasenie 
NE4 Plant 

Warfcirq Capital Allawanca 
Other Rate Base Items Exchiding RCP 
Rate Base <Mher Total 

Rate Base Subtolsd 

DSMDafenal 
FCP Distribution DatBrral Nel of Tax 
RCP Fuel DefiOTSl Net of Tax 
Rate Base Earning Coat of QeU 

Total Rale Base 

INCOME STATEMENT 
Revenue 
Tolel Tariff Revenue 
Total Other Revenue 
Total Revenue 

Expenses 
Total OSM Expanse 
Total Dspredation Expense 
Total Amortizatioti Expense 
Taxes Other than Income Exd CAT 
Commercial Activity Tax (CAT) 
Total Operating Experwe 
Reverse Amoitization of Fuel Defenul 
Adjusted Total Operating Expense 

Income taxes 
Cun-ent Local Income Tax 
Cunent Stale Income Tax 
Cun«nt Federal Income Tax 
Deferred Inoome Taxes 
Investment Tex Credit 
Total income Tax 
Cunant Tax affect ol RCP Fuel Rate Base 
Deferred Income Tax on RCP Fuel Amort 
Income Tax adjusted to remove RCP Fue 

Net Income After Tax 
Rale ol Return 
Index 

Required Retum on Hor^RCP Rate Beef 9.15% 
Required Retum on R ^ RsSa Base 6.35% 
Revenue fDeficiancv 1.5978 
Revenue Irwreaee 
Variance 

TOTAL 
RETAIL 

1,974,607 
(784,117) 

1.190.490 

1,865 
(108,205) 
(106,340) 

LOM.ISO 

679 
125.764 

0 
126,443 

1,210,593 

423,682 
22,597 

446,279 

159,576 
68,128 
24,864 

148.755 
713 

402,036 
(5.797) 

396,239 

£0,tMO 

165 
236 

4,907 
(7.378) 

(779) 
(2.847) 
2,285 
1.095 
1,432 

48,608 
4.02% 

99.200 
8.408 

94.270 
106,883 

12.613 

RS 

906.507 
(344,956) 
561,552 

(1.195) 
(39,936) 
(41,131) 

520,421 

679 
55,290 

0 
55,969 

576,300 

224,090 
13,208 

237,299 

92,470 
30,226 
11,517 
63,560 

379 
198.151 

(1,872) 
196,279 

41,020 

296 
429 

8.831 
(3.610) 

(367) 
5,600 

738 
644 

7,072 

33,948 
5.69% 

1.47 

47.619 
3.722 

27.789 
24,088 
(3.701) 

GS 

788.157 
(322.606) 
465.551 

(1.213) 
(47,913) 
(49.126) 

416,425 

0 
62,174 

0 
62.174 

478.590 

130,910 
6.458 

137,367 

54,321 
25,665 
9,876 

59,233 
219 

149,314 
(2,333) 

146,982 

(9,614) 

(274) 
(397) 

(8,182) 
[2,034) 

(311) 
(12,099) 

920 
803 

(10,377) 

763 
0.16% 

0.04 

38,103 
4,135 

66.267 
80,003 
13,736 

GP 

10.569 
(4.107) 
6.462 

(21) 

mz) 
(703) 

5,759 

0 
352 

0 
352 

6,111 

2,812 
120 

2.932 

569 
241 
175 

1,483 
5 

2,472 
(92) 

2,380 

552 

4 
5 

106 
(58) 
(4) 
53 
36 
32 

121 

431 
7,06% 

1.76 

527 
23 

190 
340 
150 

QSUB 

67.125 
(25.502) 
41,623 

319 
(4.821 J 
(4.501) 

37.121 

0 
920 

0 
920 

38,041 

20.963 
839 

21.802 

2.879 
1.644 
1,157 

10,100 
35 

15,815 
(692) 

15,124 

6,679 

57 
83 

1,714 
(382) 
(27) 

1,447 
273 
238 

1,957 

4,722 
12,41% 

3.09 

3,397 
61 

(2,019) 
327 

2,347 

QT 

984 
(210) 
774 

(66) 
(3J 

(58) 

715 

0 
23 

0 
23 

738 

1,113 
47 

1.160 

73 
16 
85 

754 
2 

930 
(62) 
86B 

292 

3 
4 

78 
(30) 

(0) 
53 
24 
21 
98 

194 
26.26% 

6.54 

65 
2 

(203) 
(106) 

97 

TLTG 

3S 
(15) 
21 

(11) 
10 

(1) 

19 

0 
3 
0 
3 

22 

160 
1 

161 

9 
1 

13 
114 

0 
137 
(10) 
128 

33 

0 
0 
8 

(4) 
(0) 
5 
4 
3 

12 

21 
94.44% 

23.52 

2 
0 

(31) 
0 

31 

SLTG 

81,500 
(43,171) 
38.329 

1,852 
(6.181) 
(4.329) 

34,000 

0 
2,784 

0 
2.784 

36,784 

16,982 
351 

17,333 

4,122 
4,662 

455 
3,775 

28 
13,042 

(47) 
12,995 

4,338 

34 
49 

1,013 
(28) 
[32] 

1,036 
19 
16 

1,071 

3,267 
d.S8% 

2.21 

3.111 
185 
47 

(47) 
[04] 

POL 

22.785 
(7,287) 
15,498 

1,481 
(2,165) 

(684) 

14,814 

0 
0 
0 
0 

14,814 

Q.614 
199 

8,812 

587 
3,120 

B3 
1,197 

14 
5,001 

(22) 
4,978 

3,834 

36 
52 

1,063 
54 
(9) 

1,195 
9 
8 

1,211 

2,623 
17.71% 

4.41 

1,366 
0 

(2,025) 
(7) 

2,018 

CONTi^ACT 

9«,944 
(3^.263) 
60,681 

708 
(§.514) 
(S.806) 

5^.875 

0 
4,218 

0 
4,218 

5^,094 

1^.038 
1.375 

1M13 

4.547 
2,553 
1,503 
8,539 

31 
17.173 

(666) 
16,507 

2,906 

9 
13 

277 
(487) 
(38) 

(225) 
263 
229 
267 

3,639 
4,47% 

1.11 

6,021 
281 

4553 
2,284 

(1,969) 


